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EXECUTIVE S U M M A R Y  

W R A T  I S  FUSADES? 

FUSADES i s  a p r i v a t e ,  n o u - p r o f i t ,  n o n - p a r t i s a n  o r g a n i z a t i o n  

e s t a b l i s h e d  i n  1 9 8 3  by more t h a n  1 0 0  S a l v a d o r a n  bus ine s smen  t o  

d e v e l o p  a c t i v i t i e s  t o  p romote  t h e  p h y g i c a l ,  i n t e l l e c t u a l ,  s o c i a l ,  a n d  

economic  w e l l - b e i n g  o f  t h e  S a l v a d o r a n  p e o p l e  w i t h i n  a  f r amework ,  c f  

economic and  i n d i v i d u a l  f reedom.  FUSADES i s  t h e  i m p l e m e n t i n g  age 

f o r  e i g h t  USAID p r o j e c t s  ( o r  m a j o r  components  t h e r e o f ) .  

FUSADES s e e s  i t s  r o l e  a s  f u l f i l l i n g  two f u n c t i o n s :  a  r e s e a r c h  c t  

and  a b r o k e r  c f  economic  and s o c i a l  d e v e l o p m e n t .  The deve lopment  

b r o k e r  r o l e  i s  p l a y e d  by p r o v i d i n g  o r  f a c i l i t e t i u g  t h e  p r o v i s i o n  

needed s e r v i c e s  t o :  

a )  P r i v a t e  s e c t o r  p r o d u c e r s  i n  t a r g e t  s e c t o r s ;  and 

b )  F r i v a t e  a e c t o r  , s p o n s o r s  o f  e o c i a l  deve lopmen t  a c t i v i t i e s ,  

A n  o v e r a l l  l o o k  a t  t h e  FUSADES o r g a n i z a t i o n  and programs  i s  p r o v i  
i n  C h a p t e r ' 2 .  A d e t a i l e d  d i s c u s s i o n  o f  e a c h  FUSADES program i s  
i n c l u d e d  i n  C h a p t e r s  3-8.  A c h r o n o l o g y  of t h e  FUSADES-USAID 
r e l a t i o n s h i p  i s  p r o v i d e d  i n  Annex B. 

AID'S PORTFOLIO WITH FUSADES 

A l i s t i n g  of  t h e  p r o j e c t s  f o r  which  USAID h a s  s i g n e d  C o o p e r a t i v e  
Agreements  w i t h  FUSADES, and  t h e i r  c u r r e n t  s t a t u s ,  i s  g i v e n  i n  T a  
1. Cumula t i ve  o b l i g a t i o n s  s i n c e  1984  a r e  $ 7 3 . 2  m i l l i o n ;  c u r n u l a t i  
e x p e n d i t u r e s  a s  o f  Sep t ember  30, 1 9 8 8  a r e  $17.5  m i l l i o n .  * 

PROGRAM IMPACT 

A s  s t a t e d  i n  t h e  USAID's A c t i o h _ P l a n ,  p r o m o t i n g  l o n g  t e r m  g r o w t h  
o n e  of  t h r e e  main  g o a l s  o f  t h e  A I D  p rogram.  W i t h i n  t h a t  g o a l ,  t w  
i n t e r - r e l a t e d  o b j e c t i v e s  a r e  p a r t i c u l a r l y  r e l e v a n t  t o  t h e  FUSADES 
program: i n v i g o r a t i o n  o f  t h e  p r i v a t e  s e c t o r  a n d  d e v e l o p i n g  non- t  
t i o n a l  e x p o r t s .  To c a r r y  o u t  t h e s e  o b j e c t i v e s ,  i t  l a  n e c e s s a r y  t 
improve  t h e  p r i v a t e - p u b l i c  s e c t o r  r e l a t i o n s h i p ,  o b t a i n  some chang  
i n  GOES economic  policies, and  e n c o u r a g e  p r i v a t e  s e c t o r  a c t i v i t y .  

DEVELOPMEST ASSOCUTES, ISC. 
-xii- 
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PUSADES PORTFOLIO, 9/30/88 - 
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0303 Water Management 8/85 
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ing Activities 7/85 
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men t 9/88 
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Fortunately, tharr has bean r convergenco between AID objrctivem and 

those of FUSADES, and the two organizationr have worked together to 

overcome aome of the aariouu obataclao to achieving the above 

objectivre. Such FUSADES programr au the rmall rod micro-rntrrprior 

activity have contributed to a n  improvement o f  rrlationr with r h a  
present government. Within five paare, FUSADES hrr bran able to 

preaent draft legirlation to t h ~  GOES which war rpprovrd. It hae 

preeected a n  rconomic rehabilitation atrategy to the government and 

seen much of it becoma policy. 

FUSADES has also fostered a eocial coneciourneae in the private 

eector. It facilitated the rehabilitation e f f o r t  following the 1986 
earthquake. It promoted the eetabliehment of three private Ductor 

foundations with social programs in education (FEPADE), housing 

(HABITAT), and industrial safety ( P I P R O ) .  The Salvadoran Chamber of 

Commerce i s  providing technical training to l o w  incowe entrepreneurs. 

The Association of Managers of Salvadoran Enterprises (UDES) has 

initiated eocial action programs, 

Although the results are not yet impressive in terms of overall 

exports, the FUSADES-generated non-traditional export growth ie 

already substantial and increasing rapidly, The resulta projected 

through 1988 are shown in Table 2 below. 

Table 2 

RESULTS O F  THE GROWTH I N  #ON-TRADITIONAL EXPORTS -- 

7 

Foreign Exchange Generated ($ 11r11.) 2.2 4.4 7.4 18 .5  

New Investments ($ Mill.) 0.4 1.2 5.1 13.4 

Employment Generated (New Jobs) 1,266 1,134 2,634 4,266 

Cum. - 
32.5 

20.1 

9,300 
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I n f o r m a l  FUSADES p r o j r c t i o n r  o f  t o t a l  n o n - t r a d i t i o n a l  r x p o r t r  f rom 

1988  t o  1 9 9 3  and  t h o  r h r r r  r x p r c t r d  f rom K'USADES-rponrorrd 

a r r  rhown i n  T a b l a  3 .b r low.  

PROJECTIONS OP NON TRADITIONAL EXPORTS - 
(8  H i l l i o a r )  

1 9 8 8  1989  - - 
T o t a l  N o n - T r a d i t i o n a l  E x p o r t s  100 136 

Annual Inc remen t  20 36 

I n c r e m e n t  Due t o  PUSADES 

A c t i v i t y  

FUSADES I n c r e m e n t  a s  P e r c e n t  

of T o t a l  Annual  I n c r e m e n t  40 39 

1 

PROCRAH SUSTAINABILITY 

I n  none of t h e  e v a l u a t i o n  p l a n e  i n  t h e  P r o j e c t  P a p e r s  f o r  t h e  p r o j e c t s  

i n  t h e  FUSADES p o r t f o l i o  was t h e r e  men t ion  of  s u s t a i n a b i l i t y .  Then 

why i s  i t  a  p a r t  o f  t h e  ecopc  o f  work f o r  t h i s  e v a l u a t i o n ?  I n  p a r t ,  

no  d o u b t ,  i t  i e  b e c a u s e  A I D / W  h a s  become a w a r e  of t h e  need  f o r  b e i n g  
r 

c o n c e r n e d  a b o u t  ~ u r t a l n a b i l i t y  when p r o j e c t .  are  l n i ' t i a t e d .  I n  p a r t ,  

rome A I D  pe rnonne l  may be  c o n c e r n e d  t h a t  t h e  USAID m i g h t  b e  p u t t i n g  

t o o  many e g s s  i n  one  b a a k e t - - a q o i a n i n g  t o o  many p r o j e c t s  t o  v e r y  

new and  p o s s i b l y  p o l l t i c a l l y  i u c i e r a b l e  o r p a n i r a t i o n .  



W h i l e  A I D  s h o u l d  g e n e r a l l y  b e  c o n c e r a e d  w i t h  r u e t a i n a b i l i t y  o f  

p r o g r a m o  o v e r  t h e  l o n g  t e r m ,  t h e  r i t u a t i o n  i n  E l  S a l v a d o r  w i t h  wh 

t h e  USAID h a s  b e e n  d e a l i n g  b.ao b e e n  o n e  i n  w h i c h  t h e  r h o r t  term h  

had t o  d o m i n a t e .  T r y i n g  t o  g e t  a r e s u m p t i o n  o f  l o n g  term g r o w t h  

n e e d e d  t o  h e l p  d e a l  w i t h  t h e  s h o r t  term a n d  had  t o  be  i n i t i a t e d  i 

c r i r i e  r i t u a t i o n .  I n  s h o r t ,  i t  waa t h e  r u s t a r n a b i l i t y  o f  t h e  

S a l v a d o r a n  economy t h a t  was  o f  h i g h e r t  p r i o r i t y ,  a n d  i t  was 

i m p e r a t i v e  t o  move f o r w a r d  w i t h  w h a t e v e r  m e c h a n i r m e  were a v a i l a b l  

I t  was  f o r t u i t o u s  f o r  t h e  USAID t h a t  r g r o u p  o f  p r i v a t e  s e c t o r  

e n t r e p r e n e u r s  came t o  a b o u t  t h e  same c o n c l u s i o n e  a n d  w e r e  a b l e  t o  

o r g a n i z e  t h e m s e l v e s  t o  d o  w h a t  was  n e e d e d ,  w h a t  t h e  GOES was  e i t h  

i n c a p a b l e  o r  u n w i l l i n g  t o  d o  a t  t h e  t i m e .  

FUSADES h a e  d e m o n s t r a t e d  a  c a p a b i l i t y  t o  e x p a n d  i t s  p e r s o n n o l  a n d  

m o d i f y  i t s  o r g a n i z a t i o n  a s  n e c e e s a r y  t o  c a r r y  o u t  A I D  a c t i v i t i e s  

d a t e ,  a n d  t h e r e  i s  n o  r e a e o n  t o  b e l i e v e  t h a t  i t  c a n n o t  c a r r y  some 

a d d i t i o n a l  a c t i v i t i e s  a s  l o n g  a s  A I D  i~ w i l l i n g  t o  pay  v i r t u a l l y  

c o s t s - - a s  i t  d o e s  now. FUSADES i s  u n l i k e 1 . y  t o  h a v e  a  p r o b l e m  o f  

s u s t a i n a b i l i t y  u n d e r  c u r r e n t  c o n d i t i o n s  u n l e s s  A I D  eeeme t o  b e  

d i s t a n c i n g  i t s e l f  f r o m  t h e  i n s t i t u t i o n  a n d  t h e r e b y  r a i s e s  a  q u e s t  

o f  i t s  l e g 4 t i m a c y .  

A m a j o r  q u e s t i o n  r a i s e d  by A I D  i s  w h a t  h a p p e n s  t o  t h e  A I D  p r o j e c t  

t h e  p o s t - 1 9 9 2  p e r i o d  when e r i e t i n g  a n d  p r e s e n t l y  p l a n n e d  A I D  f u n d  

i s  s c h e d u l e d  t o  r u n  o u t .  W h i l e  t h e r e  a p p e a r  t o  b e  oome o p t i o n s  fl 

s u s t a i n i n g  A I D  a c t i v i t i e s  e v e n  i f  A I D  f u n d i n g  f o r  FUSADES were n o  

l o n g e r  a v a i l a b l e ,  t h e  p r e f e r r e d  e o l u t i o n  would  be  f o r  PUSADES t o  

c o n t i n u e  i t s  p r o g r a m s  w i t h o u t  h a v i n g  t o  d r o p  a c s i v i t i e s .  * 

PUSADES V I A B I L I T Y  

( I n  h i s  i n t r o d u c t i o n  t o  t h e  1987  A n n u a l  R e p o r t ,  t h e  FUSADES p t e e i d i  

I a t a t e d  t h a t  PUSADES munt a t t a l n  a e l f  - r u f f i c i e n c y .  The E r e e u t i v c  

I D i r e c t o r  h a 8  s a i d  t h a t  PUSADES'a f i n a n c i a l  v i a b i l i t y  w i l l  b e  

d i e c u s s e d  i n  t h e  f o r t h c o m i c  r t r a t e g i c  p l a n n i n g  e e m i n a r .  I n  t h e  

l c h  

at3 

was 

n  a 

e . 

e  r 

t o  

a l l  

i o n  

e  i n  

i n g  
o r  

e a t  



mean t ime ,  PRIDEX h a r  d r a f t r d  r f i v e - y e a r  p l a n ,  PROPEMI h a e  p r e p a r e d  a  

p l a n  f o r  r e l f - r u f f i c i e n c y ,  a n d  FORTAS' 1 9 8 8  work p l a n  c a l l e  f o r  i t  t o  

d e v r l o p  a  p l a n  f o r  a e l f - r u f f i c i e n c y .  

PUSADES' management h a s  men t ioned  t h e  f o l l o w i n g  p o s s i b i l i t i e s  f o r  

r e d u c i n g  c o s t s :  

a )  Moving i n t o  t h e i r  own b u i l d i n g ,  t h e r e b y  s a v i n g  r e n t  on t h r e e  
b u i l d i n g s  ( $ 1 2 0 , 0 0 0  i n  1 9 8 8 ) ;  

I 

b )  A c h i e v i n g  some i n t e r n a l  o p e r a t i n g  e f f i c l e n c i c e ;  I 
c )  R e p l a c i n g  some o f  t h e  h i g h e r  p a i d  o f f i c l a l e  w i t h  j u n i o r  

o f f i c e r s  now b e i n g  groomed f o r  s e n i o r  p o e i t i o n s  (p r e sumab ly  i n  
t h e  1 9 9 2  t i m e  f r a m e ) .  

P o s s i b l e  e o u r c e s  o f  a d d i t i o n a l  income t h a t  a r e  b e i n g  c o n ~ i d e r e d  

i n c l u d e  t h e  f o l l o w i n g :  

Feee  f o r  u s e  of  t h e  d a t a  b a n k l i n f o r m a t i o n  c e n t e r  b e i n g  
e s t a b l i s h e d  by DEES; 

E s t a b l i s h i n g  a t r a i n i n g  c e n t e r  nexlt y e a r  w i t h i n  FORTAS and 
c h a r g i n g  f o r  s e r v i c e s ;  

I n c k e a s i n g  d o n a t i o n s  f rom P a t r o n  Members ( f i r m s )  ; 

I n t e r e s t  e a r n e d  f rom l e n d i n g  p r o g r a m s ;  

I n c r e a s i n g  d o n a t i o n s  f rom l o c a l  f o u n d a t i o n s ;  

A e p e c i a l  f u n d r a i s i n g  d r i v e  f o r  t h e  b u i l d i n g  f u n d ;  

R e c r u i t i n g  more r a p i d l y  new Pounding  Members; 

E s t a b l i s h i n g  a n  a n n u a l  membership  f e e  f o r  Pounding  Members; * 

S a l e  o f  p u b l i c a t i o n s ;  

C h a r g i n g  f o r  s e m i u a r o ;  
\ -- 

C h a r g i n g  c o n s u l t i a g  f e e s ;  

T a k i n g  e q u i t y  h o l d i n g s ,  e i t h e r  f o r  a e r v i c e r r  r e n d e r e d  o r  a s  
p a r t  o f  a n  i n v e e t m e n t  p r o j e c t  p romoted  by PUSADES-the l e g a l  
a s p e c t s  o f  t a k i n g  e q u i t y  a r e  c u r r e n t l y  b e i n g  r e v i e w e d .  

I DEVELOPWEST ASSOCIATESI ISC. 4 
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A l t h o u g h  PUSADES e h o u l d  t r y  t o  i n c r e a s e  i t e  e a r n i n g s  f r o m  s o r v l c e s  

p r o v i d e d ,  i t  a p p e a r s  t h e  m o s t  p r o m i e i n g  p o e s i b i l i t i e s  f o r  g e n e r a t i n g  

a  o i g n i f i c a n t  i n c r e a o e  i n  r r v e n u e e  a r e  : ( 1 )  h a n d l i n g  a  much l a r g e r  

l o a n  p o r t f o l i o  w i z h  a g r e a t e r  e h a r e  o f  t h e  l o a n e  b e i n g  of  s h o r t e r  

m a t u r i t y ;  a n d  ( 2 )  e s t a b l i s h i n g  a l a r g e  endowment  f u n d .  

A I D ,  i n  c o n s i d e r i n g  t h e  e u e t a i n a b i l i t y  o f  FUSADES a c t i v i t i e s ,  s h o u l d  

r e c o g n i z e  t h a t  t h e  i n t r o d u c t i o n  o f  new c r o p s  a n d  new i n d u e t r i e s  a n d  

t h e  c h a n g i n g  o f  a t t i t u d e e  t o w a r d  d e v e l o p m e n t  by  t h e  p r i v a t e  s e c t o r  

a n d  g o v e r n m e n t  u s u a l l y  t a k e s  m o r e  t h a n  f i v e  y e a r s .  Many g o v e r n m e n t  

p r o j e c t s  a r e  n o t  s e l f - s u s t a i n i n g  a f t e r  1 0  y e a r s .  I t  a p p e a r s  t h a t  a  

h i g h e r  t h a n  u s u a l  s t a n d a r d  i s  b e i n g  a p p l i e d  i n  a m i l i t a r y - p o l i t i c a l -  

e c o n o m i c - s o c i a l  e n v i r o n m e n t  i n  w h i c h  o n e  w o u l d  n o r m a l l y  h a v e  e x p e c t e d  

t h e  o p p o s i t e .  

FUSADES h a s  become a c a p a b l e  o r g a n i z a t i o n  d e d i c a t e d  t o  S a l v a d o r a n  

e c o n o m i c  a n d  s o c i a l  d e v e l o p m e n t ,  a n d  A I D  s h o u l d  b e  i n t e r e s t e d  i n  

s e e i a g  i t  h a v e  t h e  o p p o r t u n i t y  t o  c o n t i n u e  p l a y i n g  a s i g n i f i c a n t  

r o l e .  I t  a p p e a r s ,  h o w e v e r ,  t h a t  A I D  i s  r e q u i r i n g  t h a t  c a s h  f l o w  

s c e n a t i o e  show f u l l  v i a b i l i t y  by  1 9 9 2  a s  a  p r e - c o n d i t i o n  t o  r e c e i v i n g  

a d d i t i o n a l , g r a n t s .  T h i s  w o u l d  s e e m  t o  b e  p a r t i c u l a r l y  u n f a i r  a t  this 

t i m e  b e c a u s e  i t  w o u l d  r e d u c e  s h e  c h a n c e s  o f  a c h i e v i n g  a  s e l f - f i n a n c i n g  

c a p a b i l i t y  i n  t h e  medium t e r m .  

F u r t h e r m o r e ,  t h e  s u s t a i n a b i l i t y  i s s u e  h a s  b e e n  r a i s e d  o n l y  r e c e n t l y  

a n d  FUSADES i s  t r y i n g  t o  r e s p o n d .  T h e r e f o r e ,  i t  w o u l d  seem l o g i c a l  

t o  g o  a l o n g  w i t h  new i n v e e t m e n t s  a s  p l a n n e d  f o r  t h e  n e x t  two y e a r s  

a n d  t h e n  t a k e  a n o t h e r  l o o k  a t  t h e  c a s h  f l o w  p r o j e c t i o n s  a n d  + t h e  

a c h i e v e m e n t s  FUSADES h a s  made.  By t h e n ,  FUSADES w i l l  h a v e  c o m p l e t e d  

i t s  s t r a t e g i c  p l a n  a n d  h a d  time t o  d o  o n e  a n n u a l  u p d a t e  o f  i t ,  t h e  

p o l i t i c a l / m i l i t a r y  s i t u a t i o n  i q  E l  S a l v a d o r  w i l l  h a v e  e v o l v e d  

f u r t h e r ,  t h e  e c o n o m i c  p o l i c i c a  gf t h e  new GOES w i l l  b e  known,  a n d  

t h e r e  s h o u l d  b e  a c l ea r e r  p i c t u r e  o f  t h e  l i k e l y  i m p a c t  o n  E l  S a l v a d o r  

o f  t h e  a i d  p o l i c i e s  o f  t h e  new U.S. a d m i n i s t r a t i o n .  

DErELOPZlEXT ASSOCIATES, I S C .  -- 
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With regard to the caeh flow rcenarioe (see Annex C ) ,  Scenario 111, 

1 which is probably the most reallotic, shows a small eurplue in 1993. 

Thus, a moderately euccessful fund-raising effort by FUSADES, 

particularly if initiated in 1989, ahould aneure FUSADES'e viability 

even with virtual eliminatioa of AID fuading beyond that already 

planned. 

RECOMMENDATIONS 

1. F U S A D L S  acd AID work together to improve project implementation 
reycrting and to establish the types of information needed to 
evsluate the impact of the different activities. 

2. FUEADES and AID work together to liquidate the outstanding 
advances and make any adjustments neceesary to minimize problems 
of reconciling accounts. 

3. U S A I D  support FUSADES, as appropriate, in the l a t t e r q @  effort to 
develop and implement a plan for achieving self-eustainability. 

4 .  AID agree to let 0257 loan funds be lent for working capital for 
industry a s  is ~ l r e a d y  the case for agricultural loans. 

5. The next general evaluation of FUSADES be scheduled for 1990, at 
which t ime many of the vcriables that faced this team should have 
been clarified. It would be a n  appropriate time to go deeply into 
the sustainability issue. 

I DEVELOPMEST ASSOCIATESr ISC. 
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CHAPTER 1 

INTRODUCTION 

1.1 PURPOSE OF THE EVALUATION 

The purpose of this evaluation wae to review the overall impact of 
the Salvadoran Foundation for Economic and Social Development's 
(FUSADES) programs in terms of the original objectives aatablished 
in each of the programs. In addition, FUSADES' institutional, 
managerial, financial, and technical strengths and weaknesses were 
reviewed. 

The evaluation assessed the Foundation's ability to exercise sound 
stewardship over AID resources, management capability to implement 
the programs it has, and its capacity to take on new activities. 
The evaluation includee a full examination of USAID/EL SALVADOR'S 
projects with FUSADES. 

See Annex A for a summary of the scopes of work for the evaluation. 

1.2 WHAT IS PUSADES? 

PUSADES is a private, non-profit, non-partisan organization 
established in 1983 by more than 100 Salvadoran businesumen to 
develop activities to promote the physical, intellectual, social, 
and economic well-being of the Salvadoran people within a framework 
of economic and individual freedom. FUSADES is the implementing 
agent for 8ight USAID projects (or major components thereof). 

An overa'll look at the FUSADBS organization and programe ie provided 
in Chapter 2. A detailed discussion of each PUSADES program is 
included in Chapters 3-8. A chronology of the FUSADES-USAID 
relationship is provided in Annex B. 

1 1.3 USAIDIEL SALVADOR ISSUES 

Paramount in the USAID'e thinking were questions on management 
J- effectiveness in each program, their capacity for 

self-sustainability with their own resources, and their life span 
and viability. The USAID irsues were: 

o To what degree ha8 8ohAal consciousne8s entered into the 
programe? 

What impact do each of the programs have on the political 
polarization iasue? 

e How do the various private sector businesses perceive 
FUSADES? 

I DEVELOPMEW ASSOCIATES, LYC. - 



0 How e f f e c t i v e  i n  t h e  t e c h n i c a l  a s e i s t a n c e  t o  e a c h  o f  t h e r e  
g r o u p s ?  

0 What i r  t h e  d e g r e e  of c l i r n t  r a t i s f a c t i o n  w i t h  FUSADES' 
s e r v i c e s  and  w i l l  t h e  c l i e n t s  pay a l a r g e r  s h a r e  o f  t h e  
c o s t s  f o r  p r o v i d i n g  t h o s e  o e r v i c a e ?  

I n  summary, USAID wanted a n  i n d e p e n d e n t  e v a l u a t i o n  o f  t h e  p r e s e n t  
c o n d i t i o n s  and t h e  p o t e n t i a l  f o r - f u ~ t h ~ r  4mpact  on  tarset  
b e n e f i c i a r i e e  i f  A I D  wet,@ t o  i n c r e a s e  t h e  amount o f  f u n d i n g  and  
program a c t i v i t i e s .  A t  what  l e v e l  r h o u l d  A I D  s u p p o r t  end? Is t h e  
p r e s e n t  o r g a n i z a t i o n a l  e t r u c t u r e  and  management c a p a b i l i t y  a d e q u a t e  
t o  a b e o r b  b o t h  p r e s e n t  and  expanded  f u n d i n g ?  What i s  t h e  r o l e  o f  
FUSADES i n  s o l v i n g  t h e  economic and  s o c i a l  p rob l ems  of  t h e  c o u n t r y  
and how c a n  i t  b e t t e r  i u t e r a c t  w i t h  %he  p r e e e n t  and f u t u r e  
government?  

The key  q u e s t i o n  f o r  Washing ton  was d e t e r m i n i n g  t h e  o v e r a l l  
c a p a b i l i t y  o f  FUSADES f o r  d e l i v e r i n g  i t s  e e r v i c e s  t o  t h e  t a r g e t e d  
b e n e f i c i a r i e s  a t  t h i s  p e r i o d  i n  h i s t a r y .  T h e r e  have  been numerous 
e v a l u a t i o n s  and  s t u d i e s  o f  t h e  d i f f e r e n t  p r o g r a m s  w i t h i n  FUSADES 
o v e r  t h e  p a s t  few y e a r s  and many recommendat ions  c o n c e r n i n g  
s t r u c t u r e  a n d  t y p e s  o f  a c t i v i t i e s .  

B e f o r e  f u r t h e r  f u n d s  were a p p r o v e d  f o r  t h e  I n d u s t r i a l  F r e e  Zone 
Development  P r o j e c t  and  t h e  Agr i -Bue ineas  Development P r o j e c t ,  
A I ~ / W a s h i n g t o n  wanted a n  i n d e p e n d e n t  e v a l u a t i o n  of  t h e  o v e r a l l  
FUSADES i n s t i t u t i o n  a s  i t  f i t s  i n t o  t h e  A I D  s t r a t e g y  of  i n c r e a s i n g  
e x p o r t s ,  g e n e r a t i n g  j o b s ,  and s t i m u l a t i n g  t h e  e n t r e p r e n e u r i a l  s e c t o r  
o f  E l  S a l v a d o r .  Thus ,  t h e r e  was a  need  t o  l o o k  i n t o  t h e  
i n s t i t u t i o n a l  s t r e n g t h s  and weaknesse s  and d e t e r m i n e  t h e  l ong - t e rm 
p r o b a b i l i t i e s  f o r  s u c c e s s .  

1 e 5  UETHODOLOGY 

The Development  A s s o c i a t e s '  team of  f i v e ' m e m b e r s  i n i t i a t e d  t h e  
e v a l u a t i o n  i n  San S a l v a d o r  o n  May 1 6  and  p r e s e n t e d  i t s  d r a f t r r e p o r t  
on J u n e  1 5 ,  1988 .  The team worked u n d e r  t h e  g e n e r a l  p o l i c y  g u i d a n c e  
o f  t h e  USAID P r i v a t e  S e c t o r  O f f i c e r  a n d  USAID p r o j e c t  managers  i n  
c h a r g e  o f  PUSADES' v a r i o u r  p rogram components .  A f t e r  a  week o f  
o r i a n t a t i o n  on  t h e  d o c u m e n t a t i q u ' a n d  n e t t i n g s  w i t h  t h e  PUSADES 
E x e c u t i v e  D i r e c t o r  and  t h e  ~ S ~ I i f - I i i r a i o n  D i r e c t o r  and o t h e r  USAID 
o f f i c i a l s ,  t h e  team p r e a e n t e d  i t 8  work p l a n  wh ich  was a p p r o v e d  by 
USAID. 

F i e l d  work commenced o n  May 23 ,  1 9 8 8 ,  w i t h  i n t e r v i e w s  and r a e t i n g s  
w i t h  FUSADES s t a f f ,  t h e  c o m m i s s i o n s ,  and  c o m m i t t e e s .  B e n e f i c i a r i e s  
were  i d e n t i f i e d  by b o t h  USAID a n d  PVSADES a t a f f  and  v i s i t s  were 
a r r a n a e d  t o  meet  w i t h  a  s a m p l e  o f  them i n  t h e i r  o f f i c e s  o r  work 
p l a c e s .  The c o n s u l t a n t s  a l s o  a t t e n d e d  FUSADES cornmiasion and  l o a n  
commi t t ee  m e e t i n g s  a s  w e l l  as a  Board o f  D i r e c t o r s  m e e t i n g .  



Tha t eam had f r e q u e n t  d i s c u s s i o n e  o n  o v e r a l l  i s sue r  a n d  e a t  up 
m e e t i n g e  w i t h  aome o r g a n i z e t i o n r  a n d  i n d i v i d u a l s  o u t s i d e  o f  t h e  
FUSADES' f a m i l y  o f  c l i e n t 8  a n d  USAID r e c i p i r n t s .  M e e t i n g o  w e r e  a l s o  
h e l d  w i t h  t h e  E x e c u t i v e  Commi t t ee  a n d  msrnbero o f  t h e  B o a r d  o f  
D i r s c t o r e  on t h e  o v e r a l l  a n v i r o n m e n t  a n d  p r i o r i t i e o  f o r  t h e  f u t u r e .  

The t e a m ' s  s t r a t e g y  was  t o  i d e n t i f y  b o t h  u e e r s  a n d  n o n - u a s r e  > f  
FUSADESte s e r v i c e s  a n d  e v a l u a t e  t h e  d e g r e e  o f  s a t i s f a c t i o n  o r  
d i e s a t i s f a c t i o n  a n d  t h e  d e g r e e  o f  k n o w l e d g e  a b o u t  FUSADES'il 
m i s s i o n .  A n o t h e r  t a c t i c  wao s i l e n t  o b s e r v e r  i n  m e e t i n g s ,  t r a i n i n g  
a n d  p r o m o t i o n  p r o g r a m s ,  a n d  e v e r y  d a y  o f f i c e  r o u t i n e .  The team had 
a  f o r m a l  o f f i c e  a e t  u p  i n  t h e  F o u n d a t i o n ' r  ma in  b u i l d i n g  w i t h i n  t h e  
FORTAS PROGRAM. An i n f o r m a l  o f f i c e  was  a l s o  e e t a b l i e h a d  w i t h  t h e  
P R O P E F I  PROGRAM* The team w o r k i n g  w i t h  D I V A G R O ,  PRIDEX, a n d  FIDEX 
a l s o  s p e n t  c o n s i d e r a b l e  time w i t h i n  t h e i r  r e e p e c t i v e  o f f i c e a  l o c a t e d  
i n  t h e  same b u i l d i n g .  The DEES o f f i c e  was l o c a t e d  i n  a h o u e e  a n d  
l e n s  time was  s p e n t  t h e r e  d u e  t o  l o g j , s t i c s  a n d  t h e  l a c k  of  
e l e c t r i c i t y  d u r i n g  t h e  m o r n i n g  h o u r e .  

P i e l d  t r i p s  w e r e  made o u t e i d e  S a n  S a l v a d o r  t o  v i e i t  DIVACRO'e 
e x p e r i m e n t a l  f a r m s  a n d  p r o c e s , e i n g  a n d  p a c k i n g  p l a n t e .  Vis i t s  w e r e  
a l s o  made o u t s i d e  the c a p i t a l  t o  i n t e r v i e w  PRIDEX c l i e n t s  i n  t h e  
e x p o r t  b u s i n e s s .  Some o f  t h e a e  t r i p s  weze  a c c o m p a n i e d  by  FUSADES 
s t a f f  a n d  o t h e r s  w e r e  made i n d i v i d u a l l y  by t h e  c o n s u l t a n t s .  

A f t e r  6 r e v i e w  o f  t h e  d r a f t  r e p o r t ,  A I D / W  r a i s e d  a d d i t i o n a l  
q u e s t i o n s  f o c u s i n g  o n  FUSADES' o v e r a l l  management ,  i t s  f i n a n c i a l  
s i t u a t i o n  t o  1 9 9 2 ,  a n d ~ p r o s p e c t o  a n d  o p t i o n s  f o r  s u s t a i n a b i l i t y .  A 
"Phase 11" a c t i v i t y  was a r r a n g e d  u n d e r  w h i c h  a  v i s i t  w a s  made by 
James RousP t o  E l  S a l v a d o r  o n  O c t o b e r  6-19,  1988 t o :  r e v i e w  PUSADES 
a n d  AID d o c u m e n t a t i o n ;  c o n d u c t  i n t e r v i e w s  w i t h  p e r s o u n e l  i n  b o t h  
o r g a n i z a t i o n s ;  d r a f t  a  r e v i s e d  C h a p t e r  2 o f  t h e  r e p o r t ;  a n d  o b t a i n  
U S A I D  a n d  FUSADES comments t o  i n c o r p o r a t e  i n t o  a  f i n a l  r e p o r t .  



CHAPTER 2 I 
OVERALL MANAGEMENT ASSESSMENT 

This chapter provides a n  overview of the FUSADES management of t h e  
portfolio of AID-funded activitil:\s. It also addresses issues of 
program eustainability and FUSADES viability. It concludes with a 
surnpary overall aeeesement of FUSADES. 

2.1 WHAT IS FUSADES? 

FUSADES eees its role a s  fulfilling two functions: a research 
center and a broker of economic and social development. The 
research center'e objective ie to analyze eystematically and 
periodically the economic and social situation of the country, and 
to offer eolutions to the major problems facing the country. The 
development broker role ie played by providing or facilitating the 
provision of needed eervices to: 

a) Private sector producers in target sectors; and 

b) Private sactor sponsors of social development activities, 

The principal programs of FUSADES at this time are: 

1. Economic and social research. 

2 A trade and investment promotion program to facilitate the 
prodtction of nontraditional export commodities, industrial 
and agricultural. 

3. An agricultural diversification program to encourage the 
production o f  nontraditional agricultural commodities and the 
creation or expansion of related agro-industries. 

4. An investment fund for export which provides loans to 
producers or manufacturere of potential exporte, thereby 
complementing the services provided by the trade and 
investment promotion and agricultural diveroification programs. 

* 
5. An aaeociation strengthening program which i s  designed t o  

expand the capacity of private enterprise aseociations to 
serve their members with information and technical assistance, 
particularly with regard t o  promotisg exports and establishing 
social development a c t i v f ~ e e ;  and 

6 A small and micro-enterpriee promotion program. 

Although FUSADES initially gave program priority to its research 
center objective, a broader role was anticipated from the outset. 
Its statutes, which were approved by Official Decree No. 71 o n  
August 22, 1983, anticipated carrying out the following activities: 
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Analyze  t h e  economic  and  r o c i a l  r i t u a t l o n  of  t h e  c o u n t r y ,  
p e r i o d i c a l l y  and  r y e t e a a t i c a l l y .  

S u p p o r t  t h e  deve lopmen t  o f  a  oys tam of  f r e e  e n t e r p r i s e  hy 
p r o m o t i n g  i t s  p r i n c i p l e s  and f u n d a m e n t a l s .  

F o r m u l a t e  r p e c i f i c  p rogram8 and promote  t h e i r  
i m p s l e m e n t a t i o n  a r  a maano o f  c o n t r i b u t i n g  t o  t h e  e o l u t i o n  
of  economic  and  r o c i a l  deve lopmen t  p rob l ame .  

O f f e r  a d v i c e  t o  p u b l i c  and  p r i v a t e  e e c t o r  e n t i t i e a  f o r  t h e  
s o l u t i o n  o f  t h e  economic  and r o c i a l  p rob l rmd  of  t h e  
c o u n t r y .  

Promote  t h e  i n v e e t m e n t  o f  l o c a l  and  f o r e i g n  c a p i t a l  i n  
a g r i c u l t u r a l ,  i n d u e t r i a l ,  commerc i a l  and  s e r v i c e  
a c t i v i t i e s .  

S e n s i t i z e  t h e  p r i v a t e  e e c t o r  t o  n a t i o n a l  p rob l ems  and  
t h e i r  p o s s i b l e  s o l u t i o n s .  

O r g a n i z e  n a t i o n a l  c ampa igns  t o  i n c o r p o r a t e  t h e  d i f f e r e n t  
g r o u p s  o f  t h e  p o p u l a t i o n  i n  t h e  e f f o r t  t o  overcome t h e  
p rob l ems  of  economic  and  s o c i a l  d e v e l o p m e n t .  

Promote  communica t i on  and  u n d e r s t a n d i n g  among t h e  
d i f f e r e n t  n a t i o n a l  s e c t o r s  t o  f a c i l i t a t e  t h e  s o l u t i o n  of  
t h e  d i f f e r e n t  p rob l ems  t h a t  c o n f r o n t  t h e  c o u n t r y .  

S u p p o r t  t h e  improvement  o f  S a l v a d o r a n  r e l a t i o n s  w i t h  o t h e r  
c o u n t r i e s ,  e s p e c i a l l y  among t h o s e  i n  C e n t r a l  Amer i ca ,  and  
t o  improve  t h e  image o f  t h e  c o u n t r y  a t  t h e  i n t e r n a t i o n a l  
l e v e l .  

For a c h r o n o l o g y  of  t h e  e v o l u t i o n  o f  t h e  FUSADES - USAID 
r e l a t i o n s h i p ,  s e e  Annex B .  

2.2 AID'S PORTFOLIO K I T H  PUSADES 

A l i s t i n g  o f  t h e  p r o j e c t s  f o r  wh ich  USAID h a s  s i g n e d  C o o p e r a t i v e  
Agreements  w i t h  FUSADES, and  t h e i r  c u r r e n t  s t a t u s ,  i s  g ive ;  i n  T a b l e  
1. C u m u l a t i v e  o b l i g a t i o n e  mince  1 9 8 4  a r e  $73.2  m i l l i o n ;  c u m u l a t i v e  
e x p e n d i t u r e s  a e  o f  Sep t ember  30 ,  1.988 a r e  $17.5  m i l l i o n .  

A d d i t i o n a l  p r o j e c t  f u n d i n g  u b e r  c o n s i d e r a t i o n  f o r  o b l i g a t i o n  
be tween  now and  1992  i n c l u d e :  

1. A $3 m i l l i o n  add  on t o  t h e  PBOPEMI program from t h e  new S m a l l  
B u s i n e s s  p r o j e c t  ($1 m i l l i o n  o b l i g a t i o n  i n  FY 1 9 8 9 ;  $ 2  m i l l i o n  
i n  FY 1 9 9 0 ) ;  a n d  

2. A $ 2 2  a i l l i o n  s u p p l e n e n t  t o  t h e  I n d u s t r i a l  S t a b i l i z a t i o n  
p r o j e c t  (0287) w i t h  $13 m i l l i o n  b e i n g  o b l i g a t e d  i n  FY 1989  a n d  
t h e  b a l a n c e  i n  PY 1990 .  
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P R O J .  PROJECT TITLE 

Table 2.1 
PUSADES PORTFOLIO, 7/30 /88  

No. - 
0265 

0 2 8 7  

0 3 0 3  

0 3 0 4  

0 3 1 6  

0 3 2 7  

0 3 3 6  

0 3 2 3  

2.3 

Ag. Diverrification 
(Aaraxian Reform 
Sector Support) 

Indurt. Stabilization 
and Recovery 

Water Management 

Urban Small 
Businees 

Assn. Strengthening 
Activities 

Agribueinese 
Development 

Private Sector 
Initiatives 

Free Zone Development 
TOTALS 

\ 

PPOGBAM IILINACEHEI'IT 

INITIAL AMTm CUM. THRU FY 88,  CURRENT 
AUTH OBLIOm EXPEN* - - 

-----US$ MILLXONS ------ 

Under thie section, the following topics will be discussed: 
Organization and Staffing; Financial Management; and Project 
Development and Implementation. 

2.3.1 OBGANIZATION AND STAFFING 

PACD 

7/88 

9/89 

a 190 

9 / 8 8  

5/89 

9/92 

1/91 

9/93 

The principal elements of the FUSADES1r reorganization in 1987 are 
discussed in the chronology in Annex B. The new rtructure 03 
PUSADES ia reflected in Figure 1 on the following page. Some 
further re-rtructurlng of PUSADES may take place, either as a result 
of the strategic planning 8xercise nor under way or In rerponre to 
changes that may be identified~ln the day-to-day workings of the 
inetitution under the current o=ganization. For example, i o  may be 
found that it l o  more efficient to put the agricultural trade and 
investment promotion actiritiee back in DIVAGBO. 

Over the longer run, the Executive Director foreseer the likelihood 
of an organization with three main components: the Studies 
department (DEES), an Economic Development department, and s Social 
Development department. For the more immediate future, however, he 



rear priority bring given to conrolidatina tho organization, 
improving intrrnal afficfrncy, and initiating rtaff training, The 
Consultant agrrar with that arrrrrmant. 

Finding and maintaining a rational organizational rtructurr haa not 
been easy, given the rapid addition of new program activities by AIC 
and the funding of thsoe activitirr through eo many projecta. 
NevertheLeea, FUSADES managrmrnt hae dono well undrr the 
circumstances. Xt hao avoided the foeling of constant flux in the 
organization and at the ramr tiae drmonrttatad the flexibility to 
re-organize when it wan nrcrrsary. 

The e t a f f  of FUSADES has increased rapidly to accommodate the 
expansion of the program. It went from 14 employeeo at the end of 
1984 to 133 in mid-1988. During its expansion, FUSADES has hod to 
rely heavily on contracted technical aeeistance (TA) pereoenel. TA 
costs in 1988 are over 30 percent more than direct aalary coots; 
they will drop in 1989 because some TA contracts era terminating in 
late 1988. 

Because AID has permitted FUSADES to pay competitive ralaries, 
FUSADES has been able to hire well qualified personnel. Thie has 
been especially important during this period of rapid expaneion of 
the program. The salary levels may present a problem, however, when 
FUSADES has to assume responsibility for its personnel costa, which 
are practicalij 100 perc3nt supported by AID ncw. 

2 . 3 . 2  FINANCIAL MANAGEMENT 

An AID I spector General (IG) team reviewed the FUSADES orpanization 
and the 1 ID projects for which FUSADES is responsible during the 
period July 1 3  to October 15, 1987. The IG team determined that 
FUSADES had adequate controls and accounting eystems for managing 
AID funds. It felt some AID-funded activitiee were not in 
compliance with AID regulations or project agreements, but that this 
was understandable given "the rapid organizational growth of 
FUSADES, the latter's initial unfamiliarity with AID requirements 
and procedures, the country's civil conflict, the destructive 1986 
earthquake, and other obstacles impeding private rector development. 

1 

Some of the issues raieed by the IG team involved judgment@ calls 
based on the particular situation. Host have been rectified; 
however, two thinge paired by the IG team still require eome work: 
the handling of advancer and project reporting (the latter will be 
discussed in the following subsection). 

7 - -- 
At the time of the IG team's vieit, there were large amounts of 
advancee that had not been liquidated or accounted for. There were 
cleaned up to the ratirfactioa of the IG by the end o f  the review 
and no recommendation war irrued. Subrequenrly, PUSADES'r Chief of 
the Department of Adminiatration and Finances rerigned and there was 
a gap before a replacement was hireh. The replacenent only stayed 
four months and there was another 4-month hiatus. A new department 
chief with good credentialr has been hired and began work in October 
1988; in the interin, a backlog of actions has developed. 



During thir hiatua, unllquidrtsd advancrr have accumulatad, with the 
USAID Controller'r recordr rhowing over $1.17 million io advancer 
that ohould have brrn aliminrted/accounted for by September 30, 
1988. Thr Controllor's recordr rlro rhow rn advance of $1.4 millioc 
made in late 1987 that rtill har not bran rccountrd for1 howrvor, 
there has bren cor~eopondcnce iudicrting that the irsue wi11 be 
reaolvrd by October 31. The rettlemant of thrra rdvrnceo ha8 brrn 
rxacrrbated by rome errorr in thr Coneroller'r tecordr and rome 
apparrnt inconrirtencier betwoen the FUSADES and Conf;rollartr 
accounting syotrmr. The USAID Controller lo plrnniug to contract 
some ahort term help to rattle all outrtanding irrurs with FUSADES; 
the FUSADES Exacutivr Director will hire a former AID auditor to 
work during November and December 1988 to ryncbronizr the FUSADES 
ayrtam wlth USAIDts find to clean up any problemo. The advances 
issue and other potential financial management problems appear close 
to reeolution. 

The Internal Audit department vaa arganiard in February 1988 and a 
Chief Auditor was named. Procedures manuale ware prepared by Price 
Waterhouse and accepted by USAID for the following areaa: 
personnel, administration, planning, purchasing, and accounting. 

The auditing department vieits each project that involvae the 
disbureement of funds to verify that funds have been disbursed 
according to the program plan. The cashier balances daily all loan 
payments received, and a etrict control is maintained. 

2.3.3 PROJECT DEVELOPMENT AND IMPLEnENTATION 

The FUSADES Studies department has been very valuable to FUSADES and 
USAID as's means of developing the information needed to initiate 
new projects. In addition, FUSADES has had funds available under 
AID projects that could be used to hire expert0 to launch new 
activities. Thus, FUSADES generally has a good record, especially 
in comparison with GOES-run projects, in getting conditions 
precedent met and getting activities going once agreements have been 
signed. The few exceptions to this have bean when PUSADES was 
trying to help some other entity organize to undertake an 
implementation activity (e.g., in export promotion and irrigation). 
Eventually, FUSADES took on the implementation activity itself with 
good results. * 

FUSADES has eatablished a committee (Comlribn) of volunteer members 
for each of its programs. Each committee meetr frequently with the 
director of the program for which it la responrlble, to review 
progreee and to offer a d v l c e \ m  how to deal with any problems that 
may have eurfaced. The committee alro revfewr new project 
proposals, annual and quarterly work planr, monthly implementation 
reports to FUSADES and quarterly reports to USAID, and other program 
presentations. Committee members have participated in planning 
workshops. 

The foregoing system has the advantage of having additional human 
resources readily available to project directors, and it is good for 
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F U S A D E S  inrtitutionrl rtrbility to hava the pertrcipotion of o larue 
number of itr mambrro. It does irot ,  howrvrr, fortar interaction 
betwrrn dapartmrntri thrrr rrrmr to br coma comprrtmantalizrtion of 
proaram activitiar, The USAID'r adminirtration of thr FUSADES 
portfolio ir split between two Qrpartmrntr which rlro rncouragro 
comp~rtmentrlication. 

Ona way to counteract thir natural trndrncy toward 
compertmentallc~tion would be to have each department review all 
other departmanto' annual program rubmirsione. Parhapr even better 
would be the convening of two ormi-annual ravirwe with participation 
of all FUSADES' project dirrctors and AID project officere. One of 
the meetings could review the annual work plane and the other could 
focus on implamentation iosues, reporting requirrmeats, evaluation 
schedules, documentation overload, etc. 

The IG team found weaknerres in the reporting on project 
accomplishmente and recommended that USAID, in conjunction with 
FUSADES, "establish uniform criteria and a eyetem for measuring and 
reporting project accouplishmentr." The Phase I1 Consultant, after 
reviewing the 1988 Work Plans in which uniformity was the rule, is 
not convincad that uniform criteria can or should be established for 
all of th? activities carried out by FUSADES. He agrees however 
that project reporting needs improvement. 

In general, FUSADES reports follow a format eimj,lar to the annual 
vork plan. They are quite long often, but they are focused more on 
project inputs than outputs; both ehould be covered. Perhaps 
eemi-annual reporting would be rufficient on outputs if it was 
synchronized with USAID'a preparation of reports for their 
semi-annhal project review. Input data will probably need to be 
provided quarterly to tie into budget reviews. 

The PORTAS program ie a n  example of a program that can provide lots 
of quantified information, but the reviewer has no idea of the 
impact of the program. Prom the 1288 Work Plan, one would conclude 
that the program needs some direction. It would seem logical to 
target the program's activities on aome specific associations rather 
than largely wait until someone aeka for help. The strategic 
planning exercise ahould establish better guidance for the FORTAS 
program. J. 

2 e 4  PROGRAM IMPACT 

The impact of the individual 'programs adminietered by FUSADES is 
diecueeed i n  each of the program chapters which follow. This 
subsection will discuss the impact of the overall program. 

As stated i n  the USAID'e Action Plan, promoting long term growth is 
one of three main goals of rhe AID program. Within that goal, two 
inter-related objectives are particularly relevant t o  the FUSADES 
program: invigoration of the private sector and developing 
non-traditional exports. To carry out these objectives, it is 



a c c e o e e r y  t o  i m p r o v r  t h o  p r i v o t r - p u b l i c  r r c t o r  r r l a t i o n o h i p ,  o b t a i n  
a o a e  c h a n g e 8  i n  GOES r c o n o m i c  p o l i c i r r ,  a n d  r n c o u r a g e  p r i v r t r  r r c t o r  
e c r i v i t y .  

F o r t u n e t r l y ,  t h e r e  b a r  b a r n  r c o n v r r ~ o n c r  b a t w o r n  A I D  o b j r c t i v o r  a a d  
t b o n e  of FVSADES* The two o r g a n i r a c i o n r  h a v e  w o r k r d  t o g r t h r r  t o  
overcome ooma of  t h e  e a r i s u r  o b o t a c l e r  t o  a c h i e v i n g  t h r  a b o v e  
o b j a c t i v e e ,  The GOES a t t i t u d e  i n  1 9 8 3 ,  whrn F U S A D E S  war  c r r a t r d ,  
w a s  e x t r e m e l y  a n t i - p r i v a t r  r e c t o r .  F U S A D E S  war o u o p e c t r d  o f  b r i n g  a 
f r o n t  f o r  t h e  ARENA p a r t y  i n  o p i t r  o f  i t 8  apolitical o b j r c t i v o  and 
by- lawe .  

Such FUSADES's p r o g r a m o  a s  t h e  m a l l  and m i c r o - a a t r r p r i r r  a c t i v i t y  
hove  c o n t r i b u t e d  t o  rn imr . rovrment  o f  r e l r t i o n r  w i t h  r h a  p r o s a n t  
g o v e r n m e n t ,  b u t  f u r t h e r  i m p r o v e m e n t  i r  d r e i r r b l e .  Y e t ,  w i t h i n  f i v e  
y e a r s ,  FUSADES h o e  b e e n  a b l e  t o  p r e v e n t  d r a f t  legislation t o  t h e  
GOES w h i c h  wee a p p r o v e d .  Z t  h a o  p r e r r n t r d  a n  e c o n o m i c  
r e h a b i l i t a t i o n  e t r a t o g y  t o  t h e  g o v e r n m e n t  a n d  o e e n  much o f  i t  become 
p o l i c y .  FGSADES now f e a l r  t h a t  i t s  a d v i c e  w i l l  be  welcomed by  t h e  
new P r e s i d e n t  o f  E l  S a l v a d o r ,  r c g a r d l e a r  o f  w h i c h  p a r t y  w i n e  t h e  
e l e c t i o n  n e x t  March.  

I 
One way t o  i m p r o v e  GOES-pr iva te  r e c t o r  r e l a t i o n e  i a  t o  i n c u l c a t e  a  I ~ o c i a l  c o n s ~ i o u ~ n e s s  i n  t h e  p r i v a t e  sector. It i s  d i f f i c u l t  t o  

I a ~ 8 . s ~  t h e  GOES o r  p u b l i c ' e  p e r c e p t i o n  o f  t h e  p r i v a t e  a e c t o r  
I a t t i t u d e ,  b u t  c l e a r l y  t h e r e  i s  e v i d e n c e  o f  a  c h a n g e  i n  t h e  p r i v a t e  
I e e c t o r  a t t i t u d e .  Not o n l y  d i d  FUSADES h e l p  ( ru t  d u r i n g  t h e  1 9 8 6  

e a r t h q u a k e ,  i t  a l s o  e n c o u r a g e d  a n d  f a c i l i t a t e d  t h e  e s t a b l i r h m e n t  of  
t h r e e  p r i v a t e  s e c t o r  f o u n d a t i o n s  i n  t h e  same y e a r  (PEPADE, HABITAT, 
a n d  FIPRO) w i t h  s o c i a l  p r o g r a m s  i n  e d u c a t i o n ,  h o u s i n g ,  a n d  
i n a u s t r i a 1 , s a f e t y  r e s p e c t i v e l y .  The S a l v a d o r a n  Chamber o f  Commerce 
i e  p r o v i d i n g  t e c h n i c a l  t r a i n i n g  t o  l o w  i n c o m e  e n t r e p r e n e u r r .  The 
A s s o c i a t i o n  o f  Managere  o f  S a l v a d o r a n  E n t e r p r i s e s  ( U D E S )  h a s  
i n i t i a t e d  e o c i a l  a c t i o n  p r o g r a m s .  The f i r a t  a c t i v i t i e e  i n v o l v e  
i n s t a l l i n g  c o v e r e d  b u s  s t o p s  a n d  r e f u s e  r e c e p t a c l e s .  

I A l t h o u g h  t h e  r e s u l t s  a r e  n o t  y e t  i m p r e s s i v e  i n  terms o f  o v e r a l l  
I experts, t h e  FUSADES-generated n o n - t r a d i t i o n a l  e x p o r t  g r o w t h  i s  

a ; r e a d y  s u b s t a n t i a l  a n d  i n c r e a s i n g  r a p i d l y .  The  r e s u l t s  p r o j e c t e d  
t h r o u g h  1 9 8 8  a r e  shown i n  T a b l e  2 be low.  

T a b l e  2.2 r 

RESULTS OF THB GROWTH I N  ION-ZUDITIONAL EXPORTS 
1 -- 1 9 8 5  1 9 8 6  1 9 8 7  1 9 8 8  Cum. - - - - 

F o r e i g n  Exchange  G e n e r a t e d  ( $  W i l l . )  2.2 4.4 7.4 18.5 3 2 . 5  
New I n v e s t m e n t s  ($  H i l l . )  0 . 4  1 . 2  1 1 3 . 4  2 0 . 1  
Employment G e n e r a t e d  ( N e w  J o b s )  1 , 2 6 6  1 , 1 3 4  2 , 6 3 4  4 , 2 6 6  9 , 3 0 0  



I ~ f o r m r l  PUSADRS projrctiono of total non-traditional rrporta from 
1988 to 1993 and thr share expoctod from BUSADES-aponoorrd activitirr 

PROJECTIONS OF NON-TRADITIONAL EXPORTS 
(8  Willionr) 

1988 1989 1990 1991 - - - 
Total Non-Traditional Exportr 100 136 193 274 

Annual Increment 20 36 57 81 

Increment Due to FUSADES 
Activity 8 14 24 40 

FUSADES Xncrement au Percent 
of Total Annual Increment 40 39 42 49 

2.5 PROCRAW SUSTAINABILITY 

In none of the evaluation plane in the Project Papers for 
projects in the PUSADES portfolio was there mention of 

1992 - 
389 

115 

59 

51 

the 

eustainebility. Then why ie it a part of the scope of work for this 
evaluation? In part, no doubt, it ie because AID/W has become aware 
of the need for being koncerned about euetaiaability when project8 
are initiated. In part, rome AID personnel may be concerned that 
the USAID wight be putting too many eggs in one barket--asoigning 
too many projects to a very new and poeeibly politically vulnerable 
organization. 

While the Coneultant agrees that AID should generally be concerned 
with suetainability of programs over the long term, the eituation in 
El Salvador with which the USAID has bean dealing has been one in 
which the short term has had to dominate. Trying to get a 
resumption of long term growth war needed to help deal with the 
short term and had to be initiated in a criaie rituation. In short, 
it vae the muetainability of the Salvadoran economy that was of 
highest priority, and it war imperative to move forward with* 
whatever rechenirms were available. It was fortuitous for the USAID 
that a group of private oector 8ntrepreneura care to about the same 
conclusione and were able to o r ~ a n i i e  themrelvea to do what was 
needed, what the GOES war eithqr'incapable or unwilling to do at the - time. 

Even recognizing the rirdom of the USAID's decirion to use PUSADES 
heavily in the 1984-87 period, it is still legitimate to ask if it 
is wise to add new activitiar now to the FUSADES portfolio. The 
relevant questions seem to be: 1) Is PUSADES capable of handling 
more activities well? 2) Ie there a danger that FUSADES right go 



o u t  of b u r i n r r r  and l r a v r  A I D  r c t i v i t i r s  r t r r n d e d ?  3 )  10 t h r r r  a n  
r l t r r n a t i v r ?  

FUSADES h r r  d r m o n r t r r t r d  a  c a p a b i l i t y  t o  expand i t 8  p r r r o n n r l  and 
modi fy  i t o  o r g r n i c r t i o n  a r  n e c e r r a r y  t o  c a r r y  o u t  A I D  a c t i v i t i r r  t o  
d a t a ,  and t h r r e  i r  no t r a r o n  t o  b r l i r v r  t h a t  i t  c a n n o t  c a r r y  soma 
a d d i t i o n a l  r c t i v i t i e r  am l o n a  r r  A I D  i r  w i l l i n g  t o  p r y  v i r t h a l i g  a l l  
c o r t r - - r r  i t  d o e r  now. If t h r  new a c t i v i t y  d i d  n o t  r r l r t r  w u L l  t o  
t h e  e x i s t i n g  a c t i v i t i e r ,  i t  i r  p r o b a b l r  t h a t  i t  would be more c o r t l y  
t o  a b s o r b  by FUSADES, and  i t  would be a p p r o p r i a t r  t o  r x p l o r r  
e l t a r n a t i v e r .  

S i n c e  A I D  i s  p a y i n g  v i r t u a l l y  a 1 1  of t h e  c o s t a  o f  t h e  a c t i v i t i e r  
a b e i n g  c a r r i e d  o u t  by PUSADES, t h e  l i k e l i h o o d  o f  FUSADES g o i n g  o u t  of 

b u e i a e e e  seeme r emote .  While  p o l i t i c a l  d e v e l o p m e n t s  c o u l d  hamper 
PUSADES'e o p a r a t i o n r ,  t h i o  seems much l e e r  l i k e l y  now t h a n  i n  t h e  
e a r l y  d a y s  of t h e  program.  T h e r e  a r e  p a r t s  o f  t h e  c u r r e n t  
government  t h a t  havo worked w i t h  and  u t i l i z e d  FUSADES'o r t u d i e r  and  
p r o p o e a l e .  The c a n d i d a t e  f o r  t h e  P r r s i d a n c y  f rom e a c h  of  t h e  ma jo r  
p a r t i e s  i s  more f a v o r a b l y  d i e p o e e d  toward  t h e  p r i v a t e  s e c t o r  t h a n  
t h e  i ncumben t .  FUSADES w i l l  need  t o  c o n t i n u e  t o  m a i n t a i n  i t r  
a p o l i t i c a l  s t a n c e ,  e s p e c i a l l y  d u r i n g  t h e  f o r t h c o m i n g  p o l i t i c a l  
campaign.  I t s  management reeme w e l l  aware  of t h e  n a c e s s i t y  of 
e t e e r i n g  c l e a r  o f  p a r t i s a n  p o l i t i c e .  

FUSADE3 i s  u n l i k e l y  t o  have  a  p rob lem of  s u e t a i n a b i l i t y  u n d e r  
c u r r e n t  c o n d i t i o n s  u n l e e e  A I D  seeme t o  be d i e t a n c i n g  i t s e l f  f rom t h e  
i n s t i t u t i o n  and t h e r e b y  r a i s e s  a  q u e e t i o n  of i t e  l e g i t i m a c y .  

The more d i f f i c u l t  q u e s t i o n  r a i s e d  by A I D  i s  what  h a p p e n s  t o  t h e  A I D  
p r o j e c t s  i n  t h e  poe t -1992  p e r i o d  when e x i e t i n g  and  p r e s e n t l y  p l anned  
A I D  f u n d i n g  i s  s c h e d u l e d  t o  r u n  o u t .  The way t h e  q u e e t i o n  h a s  been 
posed  e u g g e e t e  t h a t  t h e  c o n t i n u a t i o n  of t h e  p r o j e c t  a c t i v i t i e e  r e o t e  
s o l e l y  on t h e  a b i l i t y  o f  FUSADES t o  t a k e  o v e r  f u l l  f u n d i n g  o f  a l l  o f  
t h e  a c t i v i t i e s .  T h e r e  would eeem t o  be some o t h e r  o p t i o n s .  

The PROPEMI s m a l l  and  m i c r o - e n t e r p r i e e  a c t i v i t y  i e  p r o j e c t e d  t o  
become s e l f - s u s t a i n i n g  by 1 9 9 2 - c o n t i n g e n t  upon r e c e i v i n g  t h e  
a d d i t i o n a l  $3 m i l l i o n  g r a n t  now u n d e r  c o n e i d e r a t i o n  by A I D .  The 
FORTAS a a e o c i a t i o n  s t r e n g t h e n i n g  a c t i v i t y  i s  r c h e d u l e d  t o  p h a r e  o u t  
by 1990  and  t h e r e  i s  n o  c u r r e n t l y  e e t a b l i r h e d  n e e d  f o r  t h e  a c t i v i t y  
beyond t h a t  time. Some l e v e l  o f  economic  r t u d i e a  w i l l  n o  d o u b t  be 
m a i n t a i n e d  by FUSADES b e c a u e e  t h a t  a c t i v i t y  was t h e  b a s i s  f o r  
c r e a t i n g  t h e  i n s t i t u t i o n  and  s t i l l  i r  c o n s i d e r e d  t h e  b u n c t i o a  t h a t  
g u i d e e  t h e  o r g a n i c a t i o n ' r  r t r a t a g y  and  programs .  T h i s  l a t t e r  i s  n o t  
a  h i g h  c o s t  o p e r a t i o n ;  f u r t h a r m o r e ,  i t  Po c o n c e J . v r b l e  i t  c o u l d  g e t  
f u n d i n g  t o  c o v e r  t h e  c o a t s  of-8ome r t u d i e s ,  e v e n  i f  A I D  f u n d i n g  were 
n o t  a v a i l a b l e .  

The a g r i c u l t u r a l  r e r e a r c h  and  e x t e n s i o n  r n t i v i t i e s  o f  PUSADES are  
n o t  l i k e l y  t o  pay f o r  t h e m e e l v e e .  It i r  f e a s i b l e  t h a t  t h e  new GOES 
would a g r e e  w i t h  t h e  i o p o r t a n c e  o f  t h e s e  a c t i v i t i e s  and  e i t h e r  t a k e  
them o v e r  i f  PUSADES f e l t  t h e  need  t o  d i e c o n t i n u e  them o r  c o n t r a c t  
w i t h  FUSADES t o  c o n t i n u e  them. 

DEVELOPXENT ASROCUTES, Ih'C. - 



h e  P R I D E X  a n d  D I V A O R O  p r o m o t i o n  a c t i v i t i a r  f o r  e n c o u r a g i n g  
n v o r t m r n t  i n  El, S a l v a d o r  a n d  f a c i l i t a t i n g  n o n - t r a d i t i o n a l  r r p o r t r  
r e  u n l i k e l y  t o  b r  u n d e r t a k e n  by GOES r g a n c i r o .  9omr c o o t  o h a r i n g  

by t h e  GOES might  b rcomr  f r a r i b l r ,  b u t  i t  l r  f a r  f rom c e r t a i n ,  I t  
i s  b e a t  t o  p l a n  f o r  t h e s a  a c t i v i t i r s  t o  be  c a r r i e d  o u t  i n  
c o n j u n c t i o n  w i t h  t h o  PIDEX l o a n  p r o g r a m .  

The FIDEX p r o s r a m  p r o v i d e r  c r e d i t  f o r  b o t h  i n d u r t r i a l  a n d  
a g r i c u l t u r a l  n o n - t r a d i t i o n a l  e x p o r t s .  B e c r u a r  t h e s r  a r r  l o n g e r  t e r m  
i n v e e t m e n t  l o a n o ,  t h e  c a p i t a l  f u n d r  t u r n  o v e r  much more  s l o w l y  t h a n  
t h e  PROPEMI t y p e  l o a n s .  I f  t h e  r a r n i n g s  f r o m  t h o  c r r d i t  p r o g r a m  
r h o u l d  n o t  be  r u f f i c i ~ n t  t o  c o v e r  t h e  c o o t o  o f  i t o  r d m i n i r t r r t i o n  by 
1 9 9 2 ,  t h e  d a t e  by w h i c h  c u r r r n t l y - p l a n n e d  i n f l o w 8  o f  A I D  r u p p o r t  a r e  
e x p e c t e d  t o  e a d ,  t h e r e  a r e  s e v e r a l  p o t e n t i a l  o p t i o n o  t h a t  c a n  b e  
i d e n t i f i e d  t h a t  would a n o u r e  t h e  c o n t i n u a t i o n  o f  t h e  l e n d i n g  f o r  
n o n - t r a d i t i o n a l  e x p o r t s .  

One p o e a i b i l i t y  i s  t h a t  PUSADES w i l l  e i t h e r  f i n d  o t h e r  r o u r c e s  o f  
income w h i c h  w i l l  make up t h e  o v e r a l l  b u d g e t  s h o r t f a l l  o r  w i l l  
o b t a i n  a f o l l o w - o n  g r a n t  o r  l o a n  t h a t  w i l l  h e l p  c o v e r  a x p e n e e a .  
FUSADES m i g h t ,  i n  t h e  i n t e r i m ,  e x p a n d  t h e  l a n d i n g  p r o g r a m  i n t o  new 
f i e l d s  w i t h  a  new i n f l o w  o f  f u n d s - - t h i s  c o u l d  e n s u r e  t h e  n e e d e d  c a s h  
f l o w  by 1 9 9 2 .  A l t e r n a t i v e l y ,  FUSADES m i g h t  d e c i d e  t o  s h i f t  t h e  
l e n d i n g  a c t i v i t y  t o  a p r i v a t e  d e v e l o p m e n t  bank  ( p r o m o t e d  by i t  o r  
o t h e r s ) ,  t o  a  GOES l e n d i n g  i n e t i t u t i o n ,  o r  t o  a r e g i o n a l  i n e t i t u t i o n  
s u c h  a s  CABEI ( t h e  C e n t r a l  A m e r i c a n  Bank f o r  Economic  I n t e g r a t i o n ) .  
I f  t h e  l e n d i n g  a c t i v i t y  w e r e  t r a n s f e r r e d  t o  a  p r i v a t e  d e v e l o p m e n t  
b a n k ,  PUSADES m i g h t  be  a b l e  t o  r e c e i v e  i n  e i t h e r  c a s h  o r  e q u i t y  some 
p r o p o r t i o n  o f  t h e  v a l u e  o f  t h e  r e a l i z a b l e  income f l o w  f r o m  t h e  
p o r t f o l i o .  

4 

W h i l e  t h e r e  a p p e a r  t o  b e  some o p t i o n s  f o r  s u s t a i n i n g  A I D  a c t i v i t i e e  
e v e n  i f  A I D  f u n d i n g  f o r  FUSADES were n o  l o n g e r  a v a i l a b l e ,  t h e  
p r e f e r r e d  s o l u t i o n  would  be  f o r  FUSADES t o  c o n t i n u e  i t s  p r o g r a m s  
w i t h o u t  h a v i n g  t o  d r o p  a c t i v i t i e e .  T h u s ,  i t  i e  a p p r o p r i a t e  t o  l o o k  
a t  t h e  v i a b i l i t y  o p t i o n s  a v a i l a b l e  t o  FUSADES a n d  w h a t  i t s  p l a n e  a r e  
f o r  d e a l i n g  w i t h  t h e  i s e u e .  

2.6 FUSADES VIABILITY 

2.6.1 QUESTIONS POSBD BY AID/WASHINCTON 

I n  t h e  s c o p e  o f  work  f o r  P h a a e  .I1 of  t h i s  e v a l u a t i o n ,  t h e r e  w e r e  a 
number  o f  q u e r t i o n r  p o s e d  r h i k h  b e a r  o n  t h e  p r o g r a m  
s u e t a i n a b i l i t y / F U S A ~ ~ ~  v i a b i l i t y  i a s u e .  T h e s e  are  met f o r t h  b e l o w  
w i t h  t h e  b e s t  r e s p o n s e  a v a i l a b l e  a t  t h i s  t ime-most  w i l l  b e  
d i e c u s s e d  i n  t h e  f o r t h c o m i n g  r t r a t e g i c  p l a n n i n g  r e m i n a r  a n d  more  
c o m p l e t e  a n s w e r s  s h o u l d  b e  a v a i l a b l e  a f t e r w a r d s .  The c u r r e n t  
s t r a t e g i c  p l a n n i n g  s e e s i o n  i s  d i s c u s s e d  i n  t h e  f o l l o w i n g  s u b s e c t i o n .  



1 . Her FUSADES r a t  medium a n d l o q g - t r r m e c t i v e r  f o r  i t r a l f l  
I f  r o ,  w h a t  a r e  t h e y  a n d  bow werr t h e y  f o r m u l a t e d 7  

FUSADES ham a n  o v e r a l l  o b j r c t i v e  a n d  8 r t r r t r g y  r t r t e m r n t  
which  w a r e  r a t  f o r t h  a t  t h e  b e g i n n i n g  o f  S e c t i o n  2 .1  a b o v e .  
T h e r e  e r r  n o t  u a r f u l ,  h o w e v e r ,  f o r  o p e r a t i o n r l  p u r p o s r o .  T h e  
i n d i v i d u a l  p r o g r r m r  r a t  f o r t h  o b j r c t i v e r  a n d  t a r g e t s  i n  t h e i r  
a n n u a l  work p l a n a ,  b u t  t h e r e  i r  n o t h i n g  c o m p r r a b l r  f o r  FUSADES 
s r  a  whole. The P r o r i d a n t  o f  BUSADES h a s  e t a t o d  t h a t  PUSADES 
h a s  l o n g  term o b j e c t i v e o  o f  s e l f - r u f f i c i a n c y  a n d  l e g i t i m a c y .  
S h o r t e r  t e r m  o b j a c t i v r e  e n u n c i a t e d  by  t h e  E x r c u t i v e  D i r e c t o r  
a r a  r a p i d  i m p l a m e n t a t i o n  o f  t h e  USAID p o r t f o l i o  o f  p r o j e c t e  
a n d  i m p r o v i n g  t h e  i n t e r n a l  e f f i c i a n c y  o f  t h e  o r g a n i e a t i i o n .  
FUSADES's o b j e c t i v e e  w i l l  be  r e v i e w e d  i n  t h e  c u r r e n t  s t r a t e g i c  
p l a n n i n g  e x e r c i s e .  

i 2. What d o e s  FUSADES p e r c e i v e  a r  i t 8  r o l e  i n  E l  S a l v a d o r ?  How 
w e r e / a r a  t h e  r o l e  a n d  t h e  c o r r e e p o n d i n f i  o b j e c t i v e s  e e t a b l i s h e d  

The r o l e  i s  a e  e t a t e d  a t  t h e  b e g i n n i n g  o f  S e c t i o n  2.1: t o  be 
a  r e c e a r c h  c e n t e r  a n d  a  b r o k e r  f o r  e c o n o m i c  a n d  s o c i a l  
d e v e l o p m e n t .  T h e s e  were e e t a b l i r h e d  i n  t h e  1 9 8 4  s t r a t e g i c  
p l a n n i n g  r e m i n a r s .  The r o l e  a n d  t h e  o b j e c t i v e s  a r e  b e i n g  
r e v i e w e d  as  a p a r t  o f  t h e  c u r r e n t  r t r a t e g i c  p l a n n i n g  e x e r c i s e .  

3. What a t t e n t i o n  h a e  b e e n  g i v e n  t o  i n s t i t u t i o n a l  v i a b i l i t y  
b e y o n d  AID? What a r e  t h e  o p t i o n s  t h a t  FUSADES b a s  i d e n t i f i e d  
w i t h  r e s p e c t  t o  s u s t a i n a b i l i t y  a n d  how i s  t h e  i n s t i t u t i o n  
p u r s u i n g  them?  

4 I n  h i s  i n t r o d u c t i o n  t o  t h e  1 9 8 7  A n n u a l  R e p o r t ,  t h e  FUSADES 
p r e s i d e n t  s t a t e d  t h a t  FUSADES m u r t  a t t a i n  s e l f - s u f f i c i e n c y ,  
The E x e c u t i v e  D i r e c t o r  h a s  s a i d  t h a t  PUSADES' f i n a n c i a l  
v i a b i l i t y  w i l l  b e  d i s c u s s e d  i n  t h e  f o r t h c o m i c  s t r a t e g i c  
p l a n n i n g  s e m i n a r .  I n  t h e  m e a n t i m e ,  PRIDEX h a 8  d r a f t e d  a 
f i v e - y e a r  p l a n ,  PROPEMI h a s  p r e p a r e d  a p l a n  f o r  
s e l f - s u f f i c i e n c y ,  and  FORTAS' 1 9 8 8  work  p l a n  c a l l s  f o r  i t  t o  
d e v e l o p  a p l a n  f o r  s e l f - s u f f i c i e n c y .  

FUSADES' management  h a s  u e n t i o n e d  t h e  f o l l o w i n g  p o s s i b i l i t i e s  
f o r  r e d u c i n g  c o s t s :  

* 
a )  Moving i n t o  t h e i r  own b u i l d i n g ,  t h e r e b y  s a v i n g  r e n t  on 

t h r e e  b u i l d i n g s  ( $ 1 2 0 , 0 0 0  i n  1 9 8 8 ) ;  

i 
I b) A c h i e v i n g  rome i n t e r n a l  o p e r a t l n g  e f  f  i c i e n c i e s  ; 

.-- 

c )  R e p 1 , a c i n g  some o f  t h e  h i g h e r  p a i d  o f f i c i a l s  w i t h  j u n i o r  
o f f i c e r s  mow b e i n g  groomed f o r  r e n i o r  p o s i t i o n s  
( p r e o u m a b l y  i n  t h e  1 9 9 2  tire frame). 

P o s s i b l e  s o u r c e s  o f  a d d i t i o n a l  i n c o m e  t h a t  a r e  b e i n g  
c o n s i d e r e d  i n c l u d e  t h e  f o l l o w i n g :  

c DBVELOPUYST ASSOCIATES, ISC.  - 



Feee  f o r  uoa  o f  t h e  d a t a  b a n k / i n f o r m a c i o n  c a n t e r  b e i n g  
a r t a b l i r h e d  by D E E S ;  

E r t a b l i r h i n g  a t r a i n i n 8  c e n t e r  n r x t  y e a r  w i t h i n  FORTAS and  
c h a r g i n g  f o r  a e r v i c r r ;  

I n c r e a s i n g  d o a r t i o n m  f rom P a t r o n  Membrrr ( f i r m a ) ;  

I n t e r e o t  e a r n e d  f r o m  l e n d i n g  p r o g r a m o ;  

I n c r a a o i n g  d o o r t i o n e  f rom l o c a l  f o u n d a t i o n s ;  

A o p e c i a l  f u n d r a i o i n g  d r i v e  f o r  t h e  b u i l d i n g  f u n d ;  

R e c r u i t i n g  more r a p i d l y  new F o u n d i c y  Members; 

E e t a b l i e h i n g  a n  a n n u a l  membereh ip  fake f o r  P o u n d i n g  Membera 

S a l e  o f  p u b l i c a t i o n s ;  

C h a r g i n g  f o r  e e m i n a r e  ; 

C h a r g i n g  c o n s u l t i n g  f e e s ;  

T a k i n g  e q u i t y  h o l d i n g s ,  e i t h e r  f o r  t s r v i c e e  r e n d e r e d  o r  a s  
p a r t  o f  a n  i n v e s t m e n t  p r o j e c t  p r o m o t e d  by FUSADES--the 
l e g a l  a e p e c t e  o f  t a k i n g  e q u i t y  a r e  c u r r e n t l y  b e i n g  
r e v i e w e d .  , 

1 9 8 8  work  p l a n  f o r  t h e  D i r e c t o r  o f  M a r k e t i n g  and  
r Communica t ion  c a l l a  f o r  him t o  p r e p a r e  a  f u n d r a i a i n g  p l a n ,  I t  

i s  p o s s i b l e  t h a t  FUSADES w i l l  d e c i d e  t o  o b t a i n  eome o u t s i d e  
h e l p  t o  a e s i e t  t h e  D i r e c t o r  w i t h  h i e  t a s k .  

4 .  Has c o n a i d e r a t i o n  b e e n  g i v e n  t o  p o s e i b l e  c h a n g e s  i n  FUSADES' 
r o l e  a f t e r  t h e  upcoming  p r e s i d e n t i a l  e l e c t i o n e  i n  E l  
S a l v a d o r ?  What would  b e  t h e  i m p a c t  on  FUSADES o f  a  
p r o - p r i v a t e  o r  p u b l i c  s e c t o r  g o v e r n m e n t ?  

FUSADES a n t i c i p a t e 8  t h a t  t h e  n e x t  P r e s i d e n t ,  r e g a r d l e s s  o f  t h e  
w i n n i n g  p a r t y ,  w i l l  b e  m o r e  p r e p a r e d  t o  w o r k  w i t h  t h e  p r i v a t e  
s e c t o r  t h a n  t h e  i n c u m b e n t .  They f o r e e e e  n o  a p e c i a 1  Zmpac t .  
They w i l l  w a n t  t o  m a i n t a i n  t h e i r  i n d e p e n d e n c e  a n d  a p o l i t i c a l  
s t a n c e  n o  m a t t e r  who i r  r u n n i n g  t h e  GOES* 

PUSIDESq management  i s  \&re c o n c e r n e d  a b o u t  t h e  ou tcome  o f  t h e  
U.S. e l e c t i o n  a n d  i t s  i m p a c t  on  U . S .  assistance t o  E l  S a l v a d o r  

V a r i o u s  p o e s i b l e  p o l i t i c a l  a n d  e c o n o m i c  s c e n a r i o s  ( i n t e r n a l  
a n d  e x t e r n a l )  h a v e  b e e n  p r e p a r e d  f o r  d i e c u e e i o n  i n  t h e  
s t r a t e g i c  p l a n n i n g  s e m i n a r .  



5 a Are t h a r r  any a r r r r  w h r r r  P U S A D E S  r r a o  i t r e l f  r r  a c a t r l y r t  
o v e r  t h u  s h o r t  t o  medium t e r m  o n l y ,  o r  will i t  c o n t i n u a  i n  t h r  
l u t u r e  t o  a c q u i r r  new f u n c t i o n r  w i t h o u t  a l i m i n a t i n g  r a r l l e r  

T h i o  i o  t h e  t y p o  of q u e s t i o n  B U S A D R S  d i r r c t o r r  w i l l  focur on 
i n  t h e  r t r a t r g i c  p l a n n i n g  r r m i n r r .  

The E x e c u t i v r  D i r a c t o r  h a s  r t a t a d  t h a t  ha r r a o  r o a r  a d d i t i o n a l  
work by  F U S A D E S  on t h a  l r g l e l a t i v a  and j u d i c i a l  a y r t r m ,  a n d  
F U S A D E S  i s  p romot ing  t h e  e r t a b l i r h a r a t  o f  a p r i v a t r  r r c t o r  
f o u n d a t i o n  t o  work i n  t h e  f i r l d  o f  h e a l t h - - c o m p a r a b l r  t o  t h e  
o t h e r  t h r e e  o r g a n i z a t i o n r  P U S A D E S  h r l p e d  rprwn.  T h r r r  may be 
some r e - o r i e n t a t i o n  of D I V A C R O  a g r i c u l t u t a l  r e a r a r c h .  F U S A D E S  
w i l l  h i r e  one o r  two p a o p l e  t o  c a r r y  o u t  t h e  r e c e n t l y  app roved  
F r e e  Zones p r o j e c t .  

I n  e s s e n c e ,  no  new f u n c t i o n s  a r e  p l a n n e d ;  t h i . 8  i r  a t i m e  f o r  
c o n s o l i d a t i o n  and i m p l e m e n t a t i o n .  

6 . What a r e  F U S A D E S 1  i n t e r n a l  mechanisms f o r  a n e w e r i n g  t h e  . . .  
a f o r c ~ ! u n t i o n e d  q u e s t i o n e l  Has i t  begun t o  a d d r e s e  them and  
how? 

These  i s s u e s  c a n  a r i s e  i n  t h e  m e e t i n g s  of  Program Commit tees  
( C o r n i s i o n a s ) ,  t h e  E x e c u t i v e  Commit tee ,  o r  t h e  Board of  
D i r e c t o r s .  qow some of t h e  q u e e t i o n e  a r e  b r i n g  a d d r e a r e d  i s  
d i s c u s s e d  i n  t h e  anewera  t o  t h e  q u e s t i o n s .  Most a l l  o f  t h e  
q u e s t i o n s  a r e  e x p e c t e d  t o  be d i s c u s e e d  i n  t h e  f o r t h c o r n i n 8  
s t r a t e g i c  p l a n n i n g  s e m i n a r .  

1 
7 Are t h e r e  s p e c i f i c  obeervatious/recommendat~ons, ouch  a e  a  

"where do we go from h e r e "  schema,  which  t h e  e v a l u a t i o n  c o u l d  
e n d  s h o u l d  p r o p o s e ?  

See  s u b s e c t i o n s  2 .6 .3  and 2.6.4 below.  

1 How c a n  e l l  t h e  f o r e g o i n g  b e  r e f l e c t e d  i n  F U S A D E S '  s t r a t e g i c  

I p l a n n i n g  e x e r c i s e ?  
1 

As i n d i c a t e d  i n  t h e  r e s p o n e e a  t' q u e e t i o n s  1 t o  6,  t h e  i s s u e s  
r a i s e d  a r e  e x p e c t e d  t o  be  c ~ n s i ~ l e r e d  I n  t h e  s t r a t e g i c  p l a n n i n g  
s e m i n a r .  The r t r a t e g i c  p l a n n i n g  p r o c e e o  now underway i s  
d i s c u e e e d  i n  s u b o e c t i o n  2.6.2 which  f o l l o w s .  

9. A r e  a d e q u a t e  e t r ~ c t u r e a - i n d  r y r t a m r  i n  p l a c e  f o r  e f f e c t i v e  
d e c i s i o n - m a k i n g ,  m o n i t o r i n g ,  s u p e r v i s i o n ,  a n d  c o n t r o l ,  g i v e n  
t h e m p l e x  and demanding a r r a y  of a c t i v i t i e s  c u r r e n t l y  
managed by t h e  o r g a n i z a t i o n  a n d  t o  b e  t a k e n  on  i n  t h e  f u t u r e ?  

Based on i t s  r e v i e w  c f  t h e  i n d i v i d u a l  p r o g r a m s ,  t h e  d e t a i l s  o f  
which a r e  s e t  f o r t h  i n  t h e  c h a p t e r s  t h a t  f o l l o w ,  a n d  t h e  l o o k  
a t  t h e  o v e r a l l  management as d i r c u r s e d  i n  t h i s  c h a p t e r ,  t h e  



E v a l u a t i o n  Taan r n r w r r r  i n  t h e  a f f i r m r t i v r .  Ar p o i n t r d  o u t  i u  
S e c t i o n  2.3, romr improvamant r  r r a  n r e d r d  i n  t h r  f i n a n c i r l  
mrnagemrnt and p r o j r c t  r e p o r t i n g  a r o r r ,  buts t h r a r  r r r  n o t  
r a r i o u r  and c a n  be a r r i l y  r r m r d i r d .  I n  f a c t ,  r t r p r  a r e  
r l r r a d y  b e i n g  t a k a n  t o  t r r o l v e  t h r  f i n a n c i a l  m a n o g r a r n t  
COnCIrns . 
The a r r a y  of  r c t i v i t i r r  a p p e a r s  t o  be, more complox and 
damanding t h a n  i t  i r  b e c r u r e  of  t h e  m u l t i c i p l i c i t y  o f  p r o j s c r f i  
A I D  h a r  uvad t o  f i n a n c e  t h e  a c t i v i t i e s ,  

2.6.2 STRATEGIC P L A N N I N G  

A f t e r  t h e  r a p i d  e s p a n r i o n  of  a c t i v i t y  and  t h e  a x p r a a v i o n r  o f  conce rn  
by  AID a b o u t  e u e t a i n a b i l i t y ,  FUSADES d e c i d e d  t o  u n d e r t a k e  a n o t h e r  
s t r a t e g i c  p l a n n i n g  r r e r c i s e .  It was pos tponed  romr a o n t h r  a t  
USAID'S r e q u e s t  s o  t h e  r e r u l t s  o f  t h i r  r v a l u r t i o n  c o u l d  Be r v a i l a b l e  
t o  t h e  p a r t i c i p a n t e  i n  t h e  p l a n n i n g  e x e r c i s e .  The .pos tponement  of 
AIP ' e  e v a l u a t i o n  f u r t h e r  r e t  back FUSADES'e p l a n n i n g  s c h e d u l e ;  t h e  
p l a n n i n g  e x e r c i s e ,  however ,  i e  now undarway.  

The s t r a t e g i c  p l a n n i n g  r x e r c i s e  i s  b e i n g  c a r r i e d  o u t  w i t h  t h e  
c o n t r a c t e d  a s e i s t a n c e  of  t h e  I n n o v a t i o n  and E n t r e p r e n e u r s h i p  
I n s t i t u t e  o f  t h e  S c h o o l  o f  B u s i n e s s  A d m i n i e t r a t i o n  of  t h e  U n i v e r o i t g  
of  Miami i n  C o r a l  C a b l e s ,  F l o r i d a .  The e x e r c i s e  i n v o l v e s  t h e  
f o l l o w i n g  a c t i v i t i e e :  

S i e g f r i e d  Harkg ,  u n d e r  c o n t r a c t  w i t h  t h e  I n s t i t u t e ,  v i s i t e d  
Waehington ,  D.C.  and  San  S a l v a d o r  t o  c o n d u c t  a  number o f  
i n t e r v i e w s  on t h e  b a s i s  of which  he  p r e p a r e d  p o e s i b l e  

1 p o l i t i c a l  and  economic ( i n t e r n a l  and  e x t e r n a l )  e c e n a r i o e  f o r  
t h e  s h o r t  and  medium t e rm.  

The I n s t i t u t e  p r e p a r e d  a  q u e s t i o n n a i r e  f o r  c o m p l e t i o n  b y ,  and 
c a r r i e d  o u t  i n t e ~ v i e w s  w i t h ,  some 30 key  p e o p l e  i n  FUSADES 
management and  Board d u r i n g  t h e  week of  O c t o b e r  1 0 .  The 
q u e s t i o n s  f o c u s e d  on  t h e  r e a s o n a  f o r  and  s u c c e s s  o f  t h e  
v a r i o u s  programs  b e i n g  c a r r i e d  o u t  by FUSADES. 

The I n s t i t u t e  w i l l  c o m p i l e  t h e  q a e s t i o n n a i r e  r e s p o n s e s  and  
b r i n g  t h e  r e a u l t s ,  a l o n g  w i t h  t h e  n a r k s  s c e n a r i o s ,  f o r  u s e  i n  
a  two-day r e m i n a r  b e i n g  h s l d  i n  E l  S a l v a d o r  27-28 ~ c t o b e r .  

S u b s e q u e n t l y ,  t h e  I n r t i t u t e  . w i l l  p r e s e n t  a  r t r a t e g y  document  
t o  FUSADES, b a s e d  on  t h e . r e s u l . t s  o f  t h e  r a a i n a r .  

1 - 
A f t e r  t h e  g e n e r a l  r t r a c i y  l a  a p p r o v e d ,  t h e  program d i r e c t o r s  
v i l l  go t o  Wiami and  p r e p a r e  work p'lantr f o r  e a c h  program.  

A f i n a l  document  w i l l  be  p r e p a r e d  by t h e  I n s t i t u t e ,  
i n c o r p o r a t i n g  t h e  r t r a t e g y  a n d  t h e  work p l a n e ,  a n d  w i l l  be  
s u b m i t t e d  t o  FUSADES f o r  a p p r o v a l .  

i e  t h e  i n t e n t i o n  o f  t h e  FUSADES management t o  r e v i e w  and  u p - d a t e  
t h e  s t r a t e g i c  p l a n  a n n u a l l y .  

DETELOPXE!! ASSOCLATES, LVC. - 



I 2.6.3.  SOME OPTIONS 80R IMPROVING PUSADES FINANCIAL VIABILITY 

I O p t i o n s  a v a i l a b l r  t o  PUSADES f o r  i m p r o v i n g  i t s  f i n a n c i r l  v i a b t l i t y  
i n c l u d r  b o t h  c o a t  r r d u c c i o n o  and  incomr a u g a r n t a t i o n r ,  w i t h  t h e  I l a t t e r  b r i n g  moat i m p o r t a n t .  

B s s a  i n t e r n a l  o f f i c i r n c i r s  may r rou l t  from t h e  r f f o r t a  p l a n a e d  f o r  
n e x t  y r a r  t o  i m p r o v r  a n d  r r r r a m l i n e  o p e r a t i o n s ,  and  a o n r  c o a t  
s a v i n g s  may r r s u l t .  I f  s o a r  p rograms  a r e  r l i m i n a t r d  o r  cu t  back, 
t h e r e  w i l l  be r a v i n g s ,  I n  a  c r u n c h ,  prop11 c a n  be  l r t  go r v r n  i f  
o p e r a t i o n s  becoma l o a s  r f f i c i e n t - - u p  t o  a p o i n t .  S o a r  b u d g e t a r y  
r a v i n p s  w i l l  no d o u b t  be  r f f r c t r d  by PUSADES i n  t h o  coming y e a r n .  
T h i s  i r  n o t  l i k e l y  t o  be t o o  a i a n i f i s a n t  i n  r r l a t i o n  t o  t o t a l  n r o d s ,  
howeve r ,  80 e f f o r t s  t o  i n c r e a r r  r r v e n u e . w i l 1  no  d o u b t  r r c s i v e  h i g h e r  
p r i o r i t y .  

Some o f  t h e  possibilities f o r  i n c r e a s i n g  r e v o a u e  t h a t  h a v r  been  
d i e c u e s a d  i n c l u d e  c h a r g i n g  f o r  o e r v i c e e  p r o v i d e d  (e. .g. ,  t h e  p r o j e c t  
dave lopmen t  s e r v i c e s  p r o v i d e d  by DIVACRO and  PRIDEX, and t h e  
a g r i c u l t u r a l  r e s e a r c h  and  e x t e n s i o n  p r o v i d a d  by DIVACRO). I n  t h e i r  
r e p o r t  A/, Hughes and M a g i l l  l o o k  a t  t h e  p o s s i b i l i t y  of  v i a b i l i t y  
f o r  t h e  D I V A G R O  o p e r a t i o n s ,  a s r u m i n g  t h e  e a r n i n g 8  on a g r i c u l t u r a l  
l o a n s  a r e  a v a i l a b l e  t o  t h e  p rogram.  They a 1 8 0  a l l o w  f o r  some 
e a r n i n g s  f o r  s e r v i c e 8  p r o v i d e d .  They c o n c l u d e  t h e r e  would b s  a 
e h o r t f a l l  of  o v e r  $ 8 0 0 , 0 0 0  i n  1 9 9 3  and t h e  d e f i c i t  i n  1 9 9 5  would be 
t w i c e  a s  l a r g e .  

A l t h o u g h  PUSADES s h o u l d  t r y  t o  i n c r e a s e  i t s  e a r n i n g 6  f rom s e r v i c e s  
p r o v i d e d ,  i t  a p p e a r s  t h e r e  a r e  o n l y  two p o e e i b i l i t i e s  f o r  g e n e r a t i n g  
a s i g n i f i c a n t  i n c r e a s e  i n  r e v e n u e s :  ( 1 )  h a n d l i n g  a  much l a r g e r  l o a n  
p o r t f o l i o  w i t h  a  g r e a t e r  s h a r e  of  t h e  l o a n s  b e i n g  of  r h o r t e r  
m a t u r i t y ;  and ( 2 )  e s t a b l i s h i n g  a  l a r g e  endowment f u n d .  

Whether  t h e  f i r s t  o p t i o n  i s  f e a s i b l e  would d e p e n d  upon w h e t h e r  t h e r e  
I s  a  marke t  f o r  a d d i t i o n a l  l e n d i n g ,  a s o u r c e  o f  f u n d s  f o r  much 
l e n d i n g ,  a n d  w h e t h e r  t h e  a d d i t i o n a l  l e n d i n g  c o u l d  be  managed w i t h  a 
minimum i n c r e a s e  i n  c o s t s .  It h a e  been  e u g g e a t e d  t h a t  PIDEX a l s o  
p r o v i d e  work ing  c a p i t a l  l o a n s  f o r  i t s  i n d u s t r i a l  p r o j e c t s .  I f  t h i s  
p r o v e s  f e a s i b l e ,  i t  c o u l d  i n c r e a s e  i n t e r e e t  income romewhat. 
Whether  a d d i t i o n a l  p o e e i b i l i t i e r  e x i s t - w o u l d  need  t o  b e  s t u d i e d  by 
FUSADES. Such  a r t u d y  c o u l d  a l s o  r e v i e w  t h e  f e a s i b i l i t y  and  
d e s i r a b i l i t y  f o r  PUSADES o f  a t t e m p t i n g  t o  e r t a b l i s h ,  o r  prUmote t h e  
e e t a b l i s h m e n t  o f ,  a  p r i v a t e  deve lopmen t  b a n k g o i f  a n  e v a l u a t i o n  o f  
t h e  e l e c t i o n  r e s u l t s  s u g g e s t s  t h a t  s u c h  a c o u r e e  o f  a c t i o n  would b e  
p o l i t i c a l l y  f e a s i b l e .  

1 -- 

11 Some A s p e c t s  o f  E q u i t y  F i n a n c i n g  and  S e l f - S u f f i c i e n c y  i n  t h e  - 
FUSADES Program: An A p p r a i s a l ,  D r .  David R. Hughes a n d  D r .  J o h n  H. 
M a g i l l ,  Development  A l t e r n a t i v e s ,  I n c . ,  Wash ing ton ,  D.C., J u l y  1988 .  



Thr term rndowment fund ir urrd here to m a n  r rprcirl capital 
account rrtrblirhrd rolrly to gansrrte income for thr currant 
oprrrtionr of the Poundatlon. Tho capital would grnorrlly not ba 
touchrd. Xn the u . 9 1 ,  privrtr foundrtionr with rodowarnt fundr 
~ e n r r a l l y  must use all of tho interrrt grnrrrted annually for the 
purposeo for which thr foundation wan ratablirhrd or br aubjrct to 
paying taxer on thr rxcere rarningm. Ar long ar thora coaditione 
are met, contributorr to the foundation can drduct thrir 
contributionr from thrir income tax. FUSADES may wirh to explorr 
the poeeibilitiar of rrtrblirhing an rndowmrnt fund--or draft 
Iegislatlon, if that ware needed, to make thir r faarbble optione 

The earliar provieion prrmitting FUSADES .to put rome of the 
contributione of userr of FUSADES rervicea into an rndowmrnt account 
hae been reacinded by AID. PUSADES parronnel have stated that when 
they go to their colleaguer for donatione, rtating that thry nerd to 
start preparing for when AID reeourcao decline, thrir co21aaguer 
say, "Flue, come see me later when you need the monry." Thus, 
FUSADES pereonnet may wall aek where the organization wlll rairr thr 
funds to put in an endowment account if it astablirheo one. 

Perhaps if the endowment account were establiehed as diecuseed 
above, and erpecially if there were a tax incentive for 
contributors, it might be easier to get contributione. Some 
nonprofit organizations in the U.S. also ancourage people who are 
sympathetic with their goale to include the organization in their 
will. FUSADES could, also put the proceeds of fundraising activitier 
into the account. Even though the funds raised by each activity 
might be relatively small, the accumulated effect could be 
sigpificant in a few yeare, particularly if it were to establieh a 
sophieticated fundraising program. 

Adaptatfone of some of the fundraising activities used by U.S. 
nonprofit organizations might be ueeful for FUSADES. The United 
Natione Association in New York aponeore annually a concert at the 
Kennedy Center in Waehington, D.C., followed by a gala dinner and 
daace at one of the big hotele. Businessee which buy a table at the 
dinner can have an b.mbaeeador and spouse seated at their table. 

The Nuclear Age Feace Foundation in Santa Barbara, California, among 
others, sponeors an annual dinner meeting at which it giveb an award 
to an illuetrioue pereon--often from abroad. PUSADES's awardeee 
could be both governmental and nongovernmental contributors to 
improved government-private rector relations and/or a business which 
had made a rignificant contribution to the community or which had 
carried out a social developm&t activity. Berider rairing some 
aoney, it could give PUSADES rome poeitive publicity. 

Since improving itr image could improve the possibilAtiee of raising 
funds .for the organization, PUSADES might wirh to consider some 
additional ideae for image building. A number of organizations 
rponsor eesay contests in the high rchool. PUSADES might choose a 
topic related to how government and the private rector work 



t o g e t h e r ,  A f f i l i r t r d  o r g e n i z r t i o n r  migh t  b r  w i l l i n g  t o  p u t  up t h e  
p r i z e  monry--which would n o t  n e r d  t o  ha l a r g a .  The p u b l i c  t o l a t i o a r  
impac t  might  be enhanced  i f  t h e  r c h o l r r r h i p r  were g i v a n  t o  t h e  
o f f s p r i n g  of  PROPEMI p a r t i c i p a n t 8  o r  l o w r r  l e v r l  income g r o u p r .  

The  f i e l d  of c o n f l i c t  menrgemrnt and c o n f l i c t  r e r o l u t i o n  i r  
a x p r o d i n g  f a i r l y  r a p i d l y  i n  t h e  U.8. Some rlrmratr of  t h r  f i e l d  
x r l e t e  t o  b u o i n r r r  a c t i v i t i a o  and r a l a f l o n r h i p o .  T h i r  migh t  be a 
b i r l d  of a c t i v i t y  which c o u l d  be  i n c o r p o r a t e d  i n t o  t h e  FORTAS 
r a r o c i a t i o n  o t r e n g t h a n i n g  program t o  t h e  b e n e f i t  of  FUSADES, t h e  
b u s i a r s o  r e c t o r ,  and  r o c i r t y .  

2 . 6 . 4  SOME C O N C L U D I N O  THOUaIiTS ON PUSADES' VIABILITY 

A I D  s b o u l d  be c o n c a r n e d  a b o u t  t h e  r u r t a i n a b i l i t y  o f  t h e  a c t i v i t l e e  
i t  ham o t a r t e d  w i t h  PUSADEB, p a r t i c u l a r l y  t h e  n o n - t r a d i t i o n a l  e x p o r t  
p romot ion  and  PROPEMI r m a l l  and  m i c r o - e n t e r p r i s e  p rog rams .  A I D  
a h o u l d  r e c o g n i z e ,  h o w e v r r ,  t h a t  t h e  i n t r o d u c t i o n  o f  new c r o p s  and 
new i n d u r t r i a a  and  t h e  c h a n g i n g  of  a t t i t u d e 8  toward  deve lopmen t  by 
t h e  p r i v a t e  e e c t o r  and government  u r u i l l y  t a k e r  more t h a n  f i v r  
y e a r e .  C e r t a i n l y  many government  p r o j e c t 8  a r r  n o t  r e l f - s u s t a i n i n g  
a f t e r  1 0  y e a r s .  I t  a p p e q r s  t h a t  a h i g h e r  t h a n  u r u a l  r t a n d a r d  i s  
b e i n g  a p p l i e d  i n  a  military-political-economic-eocial e n v i r o n m e n t  i n  
which one would n o r m a l l y  have  e x p e c t e d  t h e  o p p o e i t e .  

X t  i s  good t o  be c o n c e r n e d  a b o u t  FUSADES'r v i a b i l i t y  b e c a u e e  i t  h a s  
become a  c a p a b l e  o r g a n i z a t i o n  d e d i c a t e d  t o  S a l v a d o r a n  economic  and 
s o c i a l  dave lopmen t  and  A I D  s h o u l d  be i n t e r e r t e d  i n  r e e i n g  i t  have  
t h e  o p p o r t u n i t y  t o  c o n t i n u e  p l a y i n g  a  r i g n i f i c a n t  r o l e .  It a p p e a r e ,  
however ,  t h a t  A I D  i s  r e q u i r i n g  t h a t  t h e  c a r h  f l o w  e c e n a r i o s  show 
f u l A  v i a b i l i t y  by 1992  a s  a  p r e - c o n d i t i o n  t o  r e c e i v i n g  a d d i t i o n a l  
g r a n t e .  T h i s  would reem t o  be p a r t i c u l a r l y  u n f a i r  a t  t h i s  time 
b e c a u s e  i t  would r e d u c e  t h e  chanceo  of  a c h i e v i n g  a s e l f - f i n a n c i n g  
c a p a b i l i t y  i n  t h e  medium term. 

F u r t h e r m o r e ,  t h e  r u e t a i n a b i l i t y  h a r  been  r a i r e d  o n l y  r e c e n t l y  and 
FUSADES i e  t r y i n g  t o  r e s p o n d .  T h e r e f o r e ,  i t  would ream l o g i c a l  t o  
go a l o n g  w i t h  new i n v e r t m e n t e  a o  p l a n n e d  f o r  t h e  n e x t .  two y e a r s  and 
t h e n  t a k e  a n o t h e r  l o o k  a t  t h e  c a r h  f l o w  p r o j e c t i o n r  a n d  t h e  
a c h i e v e m e n t s  FUSADES ha8  made.' By t h e n ,  FUSADES w i l l  h a v e  comple t ed  
i t s  s t r a t e g i c  p l a n  and had  time t o  d o  one  a n n u a l  u p d a t e  o f  i t ,  t h e  
p o l i t i c a l / m i l i t a r y  r i t u ~ t i o n  i n  E l  S a l v a d o r  w i l l  h ave  e v o l q e d  
f u r t h e r ,  t h e  economic  p o l i c i e s  o f  t h e  new GOES w i l l  b e  knovn ,  and  
t h e r e  s h o u l d  be a c l e a r e r  p i c t u r e  ,of t h e  l i k e l y  i m p a c t  on E l  
S a l v a d o r  o f  t h e  a i d  p o l i c i e s  of t h e  new U.S. a d m i n i r t r a t i o n .  

1 

With r e g a r d  t o  t h e  c a s h  f l o w  < c e n a r i o r  (ree Annex C), two of  t h r e e  
p r o j e c t i o n e  show a r m a l l  r u r p l u r  I n  1 9 9 3 ,  t h e  y e a r  a f t e r  v i r t u a l l y  
a l l  o f  t h e  AID f u n d i n g  i e  assumed t o  h a v e  been  d i r b u r r e d .  S c e n a r i o  
I11 i r  p r o b a b l y  t h e  mos t  r e a l i r t i c  i n  termr o f  known f a c t s  a b o u t  
e x p e a d i t u r e e ,  and  i t  u r e a  t h e  l o w e r  o f  t h e  two income p r o j e c t i o n s .  
Thus ,  a  m o d e r a t e l y  e u c c e s s f u l  f u n d - r a i r i n g  e f f o r t  by PUSADES, 
p a r t i c u l a r l y  i f  i n i t i a t e d  i n  1 9 8 9 ,  r h o o l d  e n r u r e  FUSADES's v i a b i l i t y  
e v e n  w i t h  v i r t u a l  e l i m i n a t i o n  o f  A I D  f u n d i n g  beyond t h a t  a l r e a d y  
p l anned .  



2 . 7  SUMMARY OVERALL A8SESBMENT OB I U f l A B E S  
1 

D e t a i l c d  d i r c u r r i o n r  o f  r h o  i a d i v i d u r l  p rog ramr  a d m i a i r t e r e d  b y  
FUSADES, a l o n g  w i t h  rummrry f i n d i n g r  and r r commenda t ione  f o r  rwch ,  
a r r  p r e s e n t a d  i n  t h e  i n d i v i d u a l  program c h r p t a r r  which f o l l o w ,  
Commentm on t h e  o v e r o l l  o r g a n i c a t i o n  and g e n e r a l  recommendat ion8  e r r  
i n c l u d r d  i n  t h i s  r m c t i o n .  

1 2 .7 .1  PXNDINOS I 
1 , FUSADRS h n r  d e v r l o p e d  r a p i d l y  i n t o  a  r e e p o n s i v r  and 

r e r p o n r i b l e  o r g a n i z a t i o n  w i t h  h i g h l y  c a p a b l r  and d e d i c a t e d  
manaBement and r c a f f .  

3' 
&, . FUSADES h a r  made i m p o r t a n t  c o n t r i b u t i o n e  t o  t h e  n a t i o n a l  

d i a l o g u e  on aconomic  p o l i c y  and  h a e  f a c i l i t a t e d  p o s i t i v e  
a c t i o n r  by t h e  GOES. 

3 . FUSADES h a r  f o s t e r e d  new i n v e o t m e n t  i n  E l  S a l v a d o r  and 
s t i m u l a t e d  t h e  e x p o r t  of  n o n - t r a d i t i o n a l  e x p o r t e ,  and  t h e s e  
c o n t r i b u t i o n e  a r e  e x p e c t e d  t o  expand a n n u a l l y  a 8  a  r e s u l t  of 
FUSADES a c t i v i t i e s .  

4 . FIJSADES h a s  promoted s o c i a l  deve lopmen t  a c t i v i t y  by t h e  
S a l v a d o r a n  p r i v a t e  s e c t o r  and  i s  c a r r y i n g  o u t  a v e r y  i m p o r t a n t  
a c t i v i t y  i t s e l f  t h r o u g h  i t s  PROPEMI a m a l l  and m i c r o - e n t e r p r i s e  
a c t i v i t y .  

5 . A c t i v i t i e ~  f o s t e r e d  and c a r r i e d  o u t  by FUSADES have  
c o n t r i b u t e d  t o  aome e a s i n g  o f  t h e  bad f e e l i n g s  be tween  t h e  
GOES and  t h e  p r i v a t e  e e c t o r  and  paved t h e  way f o r  a  more ' c o n s t r u c t i v e  r e l a t i o n s h i p  w i t h  t h e  n e x t  government .  

6.  FUSADES g e n e r a l l y  h a s  done a  good j o b  i n  :he management and  
a c c o u n t i n g  f o r  A I D  f u n d a .  Some f u r t h e r  improvements  a r e  
needed  i n  c l e a r i n g  a d v a n c e s  more r a p i d l y  and  i n  k e e p i n g  i t s  
a c c o u n t s  s o  t h e y  c a n  be  r e a d i l y  r e c o n c i l e d  w i t h  t h o s e  o f  t h e  
A I D  C o n t r o l l e r .  Some a d j u s t m e n t  b y  AID i n  s t a n d a r d i z i n g  some 
b u d g e t  l i n e  items among t h e  p r o j e c t s  may be a p p r o p r i a t e .  

7 .  Some improvement  i n  p r o j e c t  r e p o r t i n g  g u i d e l i n e e  and  p r a c t i c e  
i s  needed .  * 

8.  V i r t u a l l y  a l l  o f  t h e  FUYADES b u d g e t  i s  f i n a n c e d  by A I D .  A I D  
l e v e l s  may f a l l  i n  t h e  n e x t  few y e a r s ,  80 FUSADES n e e d s  t o  
b e g i n  now t o  s h o u l d e r  q o i e  o f  i t s  a d m i n i s t r a t i v e  
c o e t r - - p a r t i c u l a x l y  o f  p a r i t i o n s  whoae work reeme t o  be  more 
r e l a t e d  t o  PUSADES i n e t i t u t i o n a l  n e e d e  t h a n  t o  t h e  p rog rams  
b e i n g  f u n d e d  by A I D ,  e . g ,  t h e  M a r k e t i n g  a n d  Communicat ions  
o f f i c e .  PUSADES management i r  a w a r e  o f  t h e  need  t o  d e c r e a s e  
i t s  dependency  upon A I D  a n d  h a s  a l r e a d y  begun t o  e x p l o r e  
o p t i o n s  w i t h i n  t h e  v a r i o u s  p rog rams  f o r  i n c r e a s i n g  income.  
S t u d i e s  t o  i m p r o v e  i n t e r n a l  e f f i c i e n c y  a re  p l a n n e d  f o r  e a r l y  
n e x t  y e a r .  

1 DEVELOPUEhT ASSOCIATES, LVC. 



9 .  I t  i e  c o n c e i v a b l e  t h a t  a  number  of t h r  BUSADES-manrgrd, 
A I D - f i n a n c e d  a c t i v i t i r r  w o u l d  ba r u r t o i a e d  r v r n  i f  P U S A D E S  d i d  
n o t  r a m a i n  v i o b l r .  H o w r v r r ,  c a o h  f l o w  p r o j r c t i o n e  ( A n n r r  C) 
e u g g a o t  t h a t  FUSDADES, w i t h  a r o a r w h a t  r x p a a d r d  f u n d - r a i n i n g  
e f f o r t ,  c a n  become a v i o b l r  o r g a n i ~ r t i o n  r v r n  i f  A I D  r u p p o r t  
i e  t e r m i n a t a d  whrn  c u r r a n t  a n d  p l a n n e d  p r o j r c t r  r r r  c o m p l r t r d .  

2 . 7 . 2  RECOMMENDATIONS 

B o t h  FUSADES a n d  USAID c o o r i d e r  w a y s  of i n t a p r a t i n g  b e t t e r  t h r  
v a r i o u e  p r o g r a a a  o f  BUSADES* Onr p o r r i b i l i t y  c o u l d  ba h b v i n g  
two j o i n t  p r o g r a m  r r v i a w o  a a c h  y e a r ,  o n e  f o c u o i n g  o n  
i m p l e m e n t a t i o n  a n d  o n e  o n  t h e  a n n u a l  work  p l r n o ,  w i t h  
p o t t i c i p e t i o n  b y  a l l  FUSADES p r o g r a m  d i r e c t o r r  a n d  A I D  p r o j e c t  
o f f i c e r s .  

FUSADES a n d  A I D  w o r k  t o g e t h e r  t o  i m p r o v e  p r o j a c t  
i m p l e m e n t a t i o n  r e p o r t i n g  a n d  t o  e e t a b l i r h  t h e  t y p e o  o f  
i n f o r m a t i o n  n e e d e d  t o  e v a l u a t e  t h e  i m p a c t  o f  t h e  d i f f e r e u t  
a c t i v i t i e s .  

FUSADES a n d  A I D  work  t o g e t h e r  t o  l i q u i d a t e  t h e  o u t s t a n d i n g  
a d v a n c e s  a n d  make a n y  a d j u 8 t m e n t o  n e c e s e a r y  t o  m i n i m i z e  
p r o b l e m s  o f  r e c o n c i l i n g  a c c o u n t s .  A s  FUSADES i n c r e a s e r  i t s  
c o n r t i b u t i o n  t o  t h e  o v e r a l l  b u d g e t ,  a n  e f f o r t  r h o u l d  b e  made 
t o  r e d u c e  t h e  number  o f  l i n e  items f i n a n c e d  by  A I D  ( r a t h e r  
t h a n  p r o - r a t i n g  e v e r y  b u d g e t  c a t e g o r y ) ,  t h e r e b y  r e d u c i n g  t h e  
f i n a n c i a l  managemen t  w o r k l o a d  f o r  b o t h  s i d e s .  

USAID s u p p o r t  FUSADES, a s  a p p r o p r i a t e ,  i n  t h e  l a t t e r ' s  e f f o r t  
t o  d e v e l o p  a n d  i m p l e m e n t  a p l a n  f o r  a c h i e v i n g  
s e l f - s u s t a i n a b i l i t y .  

A I D  a g r e e  t o  l e t  0287 l o a n  f u n d s  be l e n t  f o r  w o r k i n g  c a p i t a l  
f o r  i n d u s t r y  a s  i s  a l r e a d y  t h e  c a s e  f o r  a g r i c u l t u r a l  l o a n s .  
( D i s c u s s e d  i n  FIDEX c h a p t e r . )  

The n e x t  g e n e r a l  e v a l u a t i o n  o f  FUSADES b e  s c h e d u l e d  f o r  1 9 9 0 ,  
a t  w h i c h  time many o f  t h e  v a r i a b l e s  t h a t  f a c e d  t h i s  team 
s h o u l d  h a v e  b e e n  c l a r i f i e d .  It  w o u l d  b e  a n  a p p r o p r i f t e  t i m e  
t o  g o  d e e p l y  i n t o  t h e  e u s t a i n a b i l i t y  i r r u e .  



CHAPTER 3 

3 t 1 OIUANIZATIONAT~ STRUCTURE 

FORTAS war o r g ~ n i r r d  i n  1984  a r  8 d e p a r t m e n t  of PUSADES t o  improv r  
t h e  a d m i n i a t r a t i o n  and  o r g a n i z i n g  c a p a c i t y  of  t h e  P r i v a t r  S r c t o r  
A r r o c i a t i o n m .  Thr  Depa r tmrn t  i s  r t r f f r d  by r d i r r c t o r ,  r d m i n i r t r a -  
t l v e  r r a i r t a n t ,  a p r i v a t e  r r c t o r  o f f i c r r ,  a n  e x p o r t  p romot ion  
o f f i c e r ,  and two r r c r r t a r i e r .  The  D i r e c t o r  o f  PORTAS h a r  a d e g r e e  
i n  I n t r r n a t i o n a l  A d m i n i s t r a t i o n  f rom Urorgetown U n i v a r r i t y ,  and h a r  
had v a r i e d  b u r i n e r r  r x p e r i r n c e .  Hio two s s r i r t a n t r  a r e  a c a d e m i c a l l y  
q u a l i f i r d  f o r  t h e i r  p o r i t i o n r  and  p r o v i d e  t h e  n e e d r d  r u p p o r t  t o  
a c c o m p l i r h  t h e  e s t a b l i a h r d  g o a l r  of t h e  Depar tment .  

The r e p r e r e n t a t i o n  on  t h e  PORTAS Commlsrion i s  d i v e r r e .  Members 
c o n o i s t  o f  e i g h t  p r i v a t e  s e c t o r  l e a d a r e  from r m a l l  b u s i n r s r  
t a n t e r p r i a e e  and p r o f e s s i o n a l  p e r s o n o .  The Commirrion mambrrs a r e  
e n t h u a i a r t i c  i n  p romot ing  t h e  r o c i a l  w e l l  b e i n g  of t h e  p e o p l e  and 
p r o v i d e  good r u p p o r t  t o  PORTAS managamant. T h e i r  background  i r  v a r y  
w e l l  s u i t e d  f o r  t h e  t y p e  of  a s a i r t a n c e  t h a t  i s  needed  t o  make FORTAS 
a  c o m p l e t e  r u s c e r r .  The r t i m u l a t i o n  t h a t  t h e y  p r o v i d e  t o  FORTAS l o  
i n c r e a e i n g  a 8  more d e f i c i e n c i e s  i n  t h e  economy a r e  i d e n t i f i e d ,  and 
program s t r a t e g l e e  a r e  d e v e l o p e d .  E x h i b i t  3 .1  rhows t h e  p r e s e n t  
o r g a n i z a t i o n  c h a r t  f o r  PORTAS. 

3 2 HANAGEXENT SYSTEU AND CAPABILITY 
\ 

The Depar tment  ham a  work p l a n  f o r  1988  s e t t i n g  f o r t h  t h e  g o a l s  and  
o h j e c t i v e e  t o  b e  a c c o m p l i s h e d  d u r i n g  t h e  c u r r e n t  y e a r .  PORTAS g o a l s  
a r e :  t h e  p romot ion  of  t h e  f r e e  e n t e r 2 r i s e  s y s t e m  and  n o n - t r a d i -  
t i o n a l  e x p o r t s  by o f f e r i n g  t e c h n i c a l  u . s s i a t a n c e  t o  t h e i r  member 
t r a d e  a s r o c i a t i o a r .  FORTAS r e r v t e  a s  t h e  t e c h n i c a l  a r r i e t a n c e  arm 
o f  FUSADES a n d  i e  o r g a n i z e d  t o  e f f e c t i v e l y  d e l i v e r  t h e r e  r e r v i c e s .  
T r a i n i n g  and  t e c h n i c a l  a s s i s t a n c e  a r e  among t h e  moat i m p o r t a n t  
components o f  t h e  program t o  e l e v a t e  t h e  b u e i n e r a  c a p a b i l l t i e a  o f  
t h e  t r a d e  a s e o c i e t i o n  memberr. T h e i r  o b j e c t i v e r  a re  w e l l  d e f i n e d  
and  f o c u s e d  t o  t h e  a r e a s  o f  most  need  i n  t h e  economy o f  Bl*Salvador  
which i s  t h e  p romot ion  of  n o n - t r a d i t i o n a l  a x p o r t r  a n d  t h e  
improvement  o f  management c a p a b i l i t i e r .  

E v e n t u a l l y ,  PORTAS s z a f f  c a n  c o n c e n t r a t e  on t e c h n i c a l  a r r i r t a n c e  and 
t r a i n i n g ,  which  t h e y  c a n  d o  3a1, a n d  i n c r e a r e  t h a  r e c o v e r y  o f  c o e t r  
t~ a t  l e a a t  75 p e r c e n t .  I n  t h e  r h o r t  r u n ,  POBTAS rill n o t  be 
s e l f - r u f f i c i e n t  b e c a u r e  oP t h e  enormous n e e d s  f o r  a a r v i c e r  f o r  which  
many of  t h e  meabera  c o u l d  n o t  a f f o r d  t o  pay.  A r  t h e  f ree  e n t e r p r i s e  
b u s i n e e s  owner d e v e l o p s  b i s / h e r  management r k i l l r ,  t h e  n r a d  f o r  
f i n a n c i a l  a s s i s t a n c e  f rom FORTAS w i l l  d e c l i n e .  T h i s  w i l l  r e d u c e  
c o e t e  and  p o s s i b l y  a l l o w  PORTAS t o  become a  p r o v i d e r  o f  f u n d s  t o  
PUSADES i n  t h e  f u t u r e .  



FORTAS h r r  r r r o l v e d  many of  t h e  p rob lem#  i n h a r e a t  i n  t h o  p r a r a n  
b u r i n r r r  r y r t r m  i n  E l  S a l v a d o r  by,  e . ~ . ,  p r o v i d i n ~  new wayr f o r  
p r i v a t e  r e c t o r  b u r i n e r r  owner r  t o  p a x t i c i p r t e  i n  p roarame t h r o u  
t h e  t r a d e  r s a o c i r t i o a r  t h a t  r r r  member8 of PORTAS. 

During  v i r i t a  t o  t h e  t r a d e  r r r o c i r t i o n r  whiab a re  mrmberr of 90 
i t  wao c l e o r l y  a p p a r e n t  t h a t  t h e r e  r r r o c i r t i o n r  b e n e f i t a d  and  
improved t h e i r  mrna8ament c a p r b i l i t i a r .  By e o t a b l i r h ~ n 8  t h i r  
l i n k a g e  t o  t h e  rmall buoinrrr p r r r o t a r ,  i t  ham l i v e n  FORTAS a e o  
of p r o f e r s i o n r l i e m  i n  t r a i n i n g  and b u r l n e r r  mana8amrnt.  

The nexr r t a g r  o f  d rve lopmen t  of PORTAS i r  a r t r o n g e r  and  even  I 

v i s i b l e  r o l e  f o r  t h e  p r i v a t e  r e c t o r  i n  r o c i a l  d e v a l o p a e n t  p r o g r  
t o  b e n e f i t  low income g r o u p r .  

A ma jo r  g o a l  of FUSADES i r  t o  l i n k  t h e  w e a l t h y  p a r t  o f  t h e  p r i v ,  
r e c t o r  w i t h  t h e  p o o r  p a r t  o f  t h e  p r i v a t o  r o c t o r  t o  h e l p  t r a n r f e  
e n e r g y ,  e n t h u r i a r m ,  and m o t i v a t i o n  t h a t  e x i r t r  i n  p r i v a t e  r e c t o  
e c t i v i t i r r .  I t  i s  v i t a l  t h a t  t h e  l ow  income b u r i n e r e  p e r r o n r  
p e r c a i v e  t h e m e e l v e r  a 8  p a r t  o f  t h e  p r i v a t e  r e c t o r  f o r  b o t h  
m o t i v a t i o n a l  and a t t i t u d i n a l  p u r p o r e r .  The deve lopmen t  o f  t h e 1  
e n t r e p r e n e u r i a l  r k i l l r  c a n  b e r t  be done  by t h e  p r i v r e o  m e c t o r  
i t n e l f ,  and  FORTAS i s  a n  i m p o r t a n t  l i n k  i n  t h i r  f u n c t i o n .  

The D i r e c t o r  i s  e n t h u e i a r t i c  i n  t h e  p e r f o r m a n c e  of  h i r  d u t i e r  al 
p r o v i d e s  good l e a d e r a h i p  f o r  t h e  Depa r tmen t .  He h a r  o r g a n i z e d  
work t o  be done  eo  i t  c a n  be pe r fo rmed  most  e f f e c t i v e l y  by t h e  
few p e o p l e  i n  t h e  Depa r tmen t .  The Depa r tmen t  P e r r o n n e l  a r e  i n r :  
t o  t a k e  t h e  r e q u i r e d  a c t i o n  t o  c o m p l e t e  t h e  a r r i g n e d  t a r k r .  Thl 
i s  a n  a t m o s p h e r e  which  c r e a t e s  t h e  c o n d i t i o n r  t o  c a u s e  e a c h  
i n d i v i d u a l  i n  t h e  Depar tment  t o  do  t h i r  work w i t h  w i l l i n g n e r r  a1 
e n t h u s i a s m .  

Based on t h e  b r i e f  o b s e r v a t i o n  o f  t h e  Depa r tmen t ,  t h e  r t a f f  i r  
q u a l i f i e d  t o  o p e r a t e  e f f e c t i v e l y  a n d  a c c o m p l i r h  t h e i r  work 
a s s i g n m e n t s .  

3 . 3  PROGRAM EPPECTIVENBSS 

PORTAS h a s  f o c u s e d  i t 8  r e r o u r c s r  t o  h e l p  t h o r e  a r r o c i a t i o n ~  t h a t  
r e p r e s e n t  many d i f f e r e n t  i n t e r a r t s  i n  t h e  p r i v a t e  mector .  I t s  
programs  a r e  h a v i n g  a p o r i t i v a  e f f e c t  i n  t h e  p r i v a t e ,  r a c i a l  Anc 
government  r e c t o r s .  Out o f  t h e  p r e r e n t  45 A r r o c i a t i o n  Members, 
A e s o c i a t i o n s  h a v e  been  h e l p e d  t o  improve  t h e  d e l i v e r y  o f  t h e i r  
services. ? A  

The f o l l o w i n g  g o a l e  were a c h i e v e d  from 1985 t o  1988: 
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XI. Expor t  P romot ion  

111. S o c i a l  D r v ~ l o p m a n t  

I V .  S t r e n e t h e n a d  t h a  Iroo 

Poraonr  and r r a o a i r t i o n r  t r a i n e d  
T r i p n  t o  o b r e r v r  and l a e r a  
S p r c i r l  r t u d i r r  dono by  o o n r u l t r n t  
B o m i n r r r ,  f o t u o a  and r p r c l r l  
l r g l r l r t i v r  r r 8 r i o n r  
S e l f - r v r l u r t i o n  r r a i n a r r  
Work p l r n r  a o a p l r t r d  and p r r r e n t r d  
by cembr r  r r r o c i r t i o n r  
S t u d r n t r  a t t r n d r d  r c o u r r r  on t h e  
Economic a n d  B o c i a l  B o l i c i r r  
S t r r t r g i r r  o f  E l  S a l v a d o r  
Permanent  program8 f o r  c o m p u t a r r ,  
b u l l a t i n s  r t c .  
P rog r rmr  o f  i n a t i t u t i ~ ~ a l  
s t r r n g t h r n i n g  
P u b l i c a t i o n s  i n  t h e  a r e a  o f  
o r g a n i z i n g  a  company 

P e r r o n r  t r a i n e d  o v r r r r a s  
P a t r o n s  t r a i n e d  l o c a l l y  
Conpan i r e  t r a i n e d  l o c a l l y  
N e w  a r e o c i a t i o n r  h e l p e d  i n  
o r g a n i z i n g  t h e i r  a d m i n i s t r a t i o n  
S p e c i a l  a e m i n a r s  - e x p o r t  o r i e n t e d  
O b o e r v a t i o n  t r i p s  o v e r s e a s  
Programs and  s t u d i e s  i n  t h e  
o r g a n i z a t i o n  and  o p e r a t i o n  of 
a s s o c i a t i o n e  

O b s e r v a t i o n  t r i p 8  o v e r e e a s  
E r t a b l i r h  a P e ~ m a n e n t  S o c i a l  
A c t i o n  Committee 
S p e c i a l  c o n s u l t a n t s  t o  t h e  s o c i a l  
program of  UDES 
Art ic le r  o n  r o c i a l  p r o j e c t s  
Arrir t a n c e  t o  Poundo t ionb :  - PEPADE - PIPRO - UB1TC.T 
R e l a t e d  a c t i v i t i e r  In t h e  s o c i a l  
a r e a  

B n t e r p r i r r  S e c t o r  

C o u r s e s  t o  1 2 , 8 5 3  r t u d e n t e  
C o u r r e e  t o  3,811 w o r k e r s  
P e r r o n s  l e a r n e d  a b o u t  t h e  f r e e  
e n t e r p r i s e  s y s t e m  



3 E d u c r t i o n  p r o g r r m r  t o  200  o t u d e n c a  
1 N a t i o n a l  R o v o l r t i o n  Program on t h o  

p r i v r t o  e n t o r p r i a e  r y a t r m  
4 0 0  P o r a o n r  participated i n  r forum a t  

t h o  Chamber o f  Commorce 
1142 P a r a o n e  t r r i n o d  i n  o x p o r t  

p r o m o t i o n  l o c a l l y  
6 3  P o r a o n o  t r a i n e d  o v e r e e a e  

2 , 0 4 7  P o r o o n r  t r a i n e d  i n  r r p e c i f i c  a r e a  
o f  development. 

FORTAS p r o v i d e s  t e c h n i c a l  a n d  f i n a n c i a l  r r e i s t a n c e  t o  i t e  member 
a s e o c i a t i o n s .  The r c t i v i t i e r  a c c o m p l i r h e d  a r e  t o o  numerous  t o  l i s t  
I n  th:o r e p o r t ,  b u t  i t  h a s  p r o v i d e d  f u n d r  t o  r e n d  membare t o  
e e m i n a r e  a n d  t r a i n i n g  p r o g r a m s .  I t  h a r  c o n d u c t e d  management 
o r g a n i z a t i o n  e e m i n a r e  t o  i m p r o v e  management r k i l l s  o f  member 
a s e o c i a t l o o s .  FORTAS h a e  b e e n  v e r y  a c t i v e  i n  t h e  e o c i a l  a r e a ,  
p r o m o t i n g  a n d  a e e i r t i n g  new r o c i a l  v e n t u r e s  t h r o u g h  t h e i r  membare.  
UDES h a e  a p r o g r a m  t o  i n e t a l l  p e d e s t r i a n  c o v e r s  a t  bua  r t o p s  i n  S a n  
S a l v a d o r .  R e f o r e a t a t i o n  i s  a n o t h e r  p r o g r a m  i n  t h e  p l a n n i n g  e t a g e .  
FORTAS was  i n v o l v e d  a l r o  w i t h  h e l p i n g  t o  o r g a n i z e  t h e  H A B I T A T ,  
FEPADE, a n d  FIPRO f o u n d a t i o n s .  COEXPORT h a s  b e e n  a b l e  t o  grow w i t h  
t h e  r e c e n t  t e c h n i c a l  a n d  f i n a n c i a l  a s e i s t a n c e  o f  FORTAS a n d  i s  
assisting t h e  s a a l l  a n d  medium e x p o r t e r s  o f  n o n - t r a d i t i o n a l  
p r o d u c t s .  FORTAS p r o v i d e d  t h e  f i n a n c i a l  a s e i e t a n c e  f o r  t h e  f i r s t  
s e m i n a r  COEXPORT h e l d  f o r  i t s  members.  The a s s o c i a t i o n  s t a r t e d  w i t h  
40 members a n d  h a s  grown t o  1 7 9  members.  FORTAS c o n t i n u e e  t o  f u n d  
thel , r  p r o j e c t  a c t i v i t i e s .  

ANEP i e  a ~ o t h e r  a e s o c i a t i o n  t h a t  c o n t i n u e s  t o  r e c e i v e  f i n a n c i a l  
a s s i s t a n c e  f r o m  FORTAS f o r  i t s  p r o j e c t s .  The E x e c u t i v e  D i r e c t o r  o f  
ANEP s t a t e d  t h a t  t h e y  h a v e  n o t  had f i n a n c i a l  p r o b l e m s  b e c a u s e  o f  t h e  
a s s i s t a n c e  r e c e i v e d  f r o m  FORTAS. 

UDES i s  a n  a s s o c i a t i o n  o f  i n d i v i d u a l  b u s i n e s s  l e a d e r s  fo rmed  t o  
d e v e l o p  t h e  management  s k i l l s  o f  i t o  members.  Here i s  a n  
a e s o c i a t i o n  t t e t  h a s  40 women member8 r e p r e e e n t i n g  11 p e r c e n t  o f  i t €  
m e m b e r e h i p .  UDES i n c r e a r e d  i t r  m e m b e r r h i p  f r o m  285 t o  395 ? e m b e r s  
i n  t e n  m o n t h s  w i t h  t h e  f i n a n c i a l  a n d  t e c h n i c a l  a s e i e t a n c e  o-f 
FORTAS. UDES c o n t i n u a l l y  g i v e s  eemiaarr w i t h  t h e  h e l p  o f  FORTAS. 
T h i s  was t h e  f i r s t  a a e o c i a t i o n  t o  r t a r t  e p u b l i c  r e r v i c e  p r o g r a m .  

The s e r v i c e s  t h a t  FORTIS prov; ides  t o  i t e  membere h a s  b e e n  w r l l  
d o c u m e n t e d  a n d  s u p p o r t r  o u r  opl 'nion t h a t  t h e  o r g a n i z a t i o n  i s  
p r o v i d i n g  a  n e c c e s a r y  r t r v i c e  t o  t h e  coanun2. ty .  



383.2 STABO PBODUCTIVXTY AND EPBICIENCY 

More t h a n  5 0  p r r c a n t  o f  t h e  r t a f f ' r  t i m e  l a  s p e n t  p r o v i d i n g  r s r v i c e s  
t o  t h e  a s r o c i a t i o n  members .  A b o u t  1 5  p e r c e n t  o f  r t a f f  t i m e  i s  o p r n t  
on a d m i n i r t r a t i v e  d u t i e r  ( r e p o r t r ,  e t c . )  a n d  t h a  r r m e i n d e r  ou  o t h e r  
r c t i v i t i e r .  The  r t e f f  mrmber r  a t t e n d  r e m i n a r s  a n d  w o r k o h o p e  t o  
i m p r o v e  t h e i r  work  e k i l l o .  Tha w o r k  b e i n g  d o n s  by t h i s  e m a l l  e t e f f  
i r  e f f i c i e n t  a n d  t h r o u g h  i t e  d e d i c a t i o n  w i l l  a c h i e v e  o r  e x c e e d  
e 6 c a b l A a h e d  g o a l e .  

3 , 3 8 3  UARKETINC BORTAS PROGRAM 

The m a r k e t i n g  e f f o r t 8  o f  FORTAS a r e  c o n s i s t e n t  w i t h  g o o d  managemen t  
p r a c t i c e s ,  A s t r a t e g y  o f  i d e n t i f y i n g  t h e  p r i m a r y  t a r g e t  s e g m e n t s  i s  
p r e e e n t i n g  FORTAS w i t h  t h e  o p p o r t u n i t y  o f  e a r n i n g  some r e t u r n  on 
t h e i r  cervices. T h e  f o c u s  o f  a c t i v i t i e s  i s  c h a n g i n g  t o  o n e  o f  
i m p r o v i n g  i n c o m e  i n  t h e  f u t u r e  a a  t h e i r  p r o g r a m s  become b e t t e r  
known. A b u l l e t i n  i e  p u b l i s h e d  b i - m o n t h l y  o f  c u r r e n t  a c t i v i t i e s  
b e i n g  p l a n n e d  a n d  a r t i c l e s  o n  t h e  economy a r e  i n c l u d e d .  The 
b u l l e t i n  i s  e o l d  f o r  s i x  c o l o n e e  p e r  c o p y  t o  t h e  p u b l i c .  

A m e e t i n g  w i t h  a l l  member a e s o c i a t i o n s  i s  p l a n n e d  f o r  J u l y  28, 1 9 8 8  
t o  m o t i v a t e  t h e m  t o  become d i r e c t l y  i n v o l v e d  i n  t h e  i m p l e m e n t a t i o n  
a n d  d e v e l o p m e n t  o f  s o c i a l  a c t i v i t i e o  a n d  p r o j e c t s .  A s e r i e s  o f  
s e m i n a r s  w i l l  b e  h e l d :  P a r t  I o r i e n t a t i o n  o f  new i d e a s ,  P a r t  I1 
W o r k s h o p s ,  R e f o r e s t a t i o n ,  H y g i e n e  a n d  Urban  c l e a n - u p ,  e t c .  T h e s e  
activities a r e  a l l  o r i e n t e d  t o w a r d  m a k i n g  t h e  FORTAS p r o g r a m s  b e t t e r  
known.  

\ 
3 e 4 FINANCIAL SYSTEM 

A l l  o f  t h e  c o n t r o l s  a n d  d i a b u r s e m e n t  o f  f u n d s  a r e  m a i n t a i n e d  by  t h e  
A d m i n i s t r a t i o n  a n d  F i n a n c e  D e p a r t m e n t  o f  FUSADES. The  r e q u e s t  f o r  
t h e  d i s b u r a e m e n t  o f  f u n d s  i s  made i n  a c c o r d a n c e  w i t h  t h e  a p p r o v e d  
a c t i v i t i e s  o f  t h e  USAID p r o j e c t .  The  I n t e r n a l  A u d i t o r  o f  FUSADES 
p e r i o d i c a l l y  m a k e s  s u r p r i s e  i n e p e c t i o a o  t o  v e r i f y  t h a t  f u n d s  a r e  
b e i n g  u s e d  a s  a p p r o v e d .  T h i e  s y s t e m  a p p e a r s  a d e q u a t e  f o r  t h e  s m a l l  
b u d g e t  o f  PORTAS. 

n. 

3,s OVERALL IMPACT 

The  economy o f  E l  S a l v a d o r  h a s , b e e n  b e s e t  b y  many p r o b l e m s  b e c a u s e  
t h e  o m a l l  a n d  medium b u s i n e a r  p e r e o n s  d i d  n o t  h a v e  a c c e e e  t o  s o u r c e s  
o f  w o r k i n g  c a p i t a l  o n  r e a s o a a ~ l e  terms d u e  t o  t h e  l a c k  o f  t r a i n i n g  
a n d  g u i d a n c e .  W i t h  a d e q u a t e  a c c e e e  t o  t r a i n i n g  a n d  f i n a n c i a l  
a s e l s t a n c e ,  t h e y  a r e  p o t e n t i a l l y  a n  i m p o r t a n t  s o u r c e  o f  e m p l o y m e n t  
g e n e r a t i o n  a n d  e c o n o m i c  m o t i v a t i o n  f o r  i n d i v i d u a l  b u s i n e s s  
e n t e r p r i s e s .  FORTAS t h r o u g h  i t e  p r o g r a m  o f  a s s i s t a n c e  t o  i t s  
members  h a s  p r o v i d e d  t h e  f u n d s  f o r  t r a i n i n g  t r i p s ,  e x p o r t  p r o m a t i o n ,  
s o c i a l  e t u d i e e ,  a n d  many o t h e r  p r o m o t i o n s .  FORTAS h a s  p r o v i d e d ,  

L ,- DEYELOPJIENT ASSOCIATES, ISC. - 



d i r e c t  technical a e e i a t a n c e  on  m a n a a e m e n t  r y o t e m a  a n d  c o n t r o l a ,  
T h i r  ~ e e S n t a n c e  h a s  h a d  a  p o s i t i v e  i m p a c t  o n  t h e  b u e i n r e a  c o m m u n i t y  
w h i c h  became e v i d e n t  t o  t h e  c o n s u l t a n t s  when member r s o o c i a t i o n r  
w e r e  v i e i t e d .  

The p r o b l e m s  o f  m a r k e t i n g  a n d  t e c h n i c a l  k n o w l r d g e  o r e  c l o o e l y  i n t e r -  
r a l a t * l d .  B o t h  s m a l l  a n d  medium r n t r e p r r n e u r s  r e c o g n i z e  t h e i r  n e e d  
l o r  t e c h n i c a l  a e e i s t a n c a  i n  p r o d u c t i o n  a n d  m a r t e e i n g o  The p c i m a r y  
c o n c e r n  i s  i n c r e a s i n g  p r o d u c t i v i t y e  S i g n i f i c v n t  p r o d u c t i v i t y  g a i n o  
c o u l d  be a c h i e v e d  w i t h o u t  f u r t h e r  m e c h a n i e a t i o n  m e r r l y  by r d j u r t i n g  
e u c h  h a s i c  e l e m e n t 8  a s  managemen t  o f  r r e o u r c r r  a n d  a e s i g n m e n t  o f  
p e r s o n n e l ,  a n d  by a d o p t i n g  a n  e x p o r t  o r i r n t a t i o n .  

The q u a l i t y  a n d  a v a i l a b i l i t y  o f  t h e  r m a l l  r t a . f f  o f  FORTAS t o  h e l p  i n  
d e v e l o p t n g / p r e p a r i n g  member a s s o c i a t i o n s  t o  p r o v i d e  t r a i n i n g  t o  
t h e i r  members  h a s  b e e n  e x c e p t i o n a l .  

Eome e x e c u t i v e s  o f  m e m t e r  a s s o c i a t i o n s  o f  FORTAS s t a t e d  t h a t  w i  
t h e  f i n a n c i a l  a e s i s t a n c e  f r o m  F Q R T A S ,  t h e i r  a s s o c i a t i o n  w o u l d  s 
down o r  c l o s e .  
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FORTAS p r o v i c e s  a n e c e s s a r y  s e r v i c e  t o  t h e  b u s i n e s s  c o m m u n i t y  a  
w e l l  b u i t e d  t o  c o n t i n u e  t h e  USAID p r o j e c t  t o  e t r e n g t h e n  FORTASt 
member a s e o c l a t i o n s  t o  e d u c a t e  t h e  p r i v a t e  e n t e r p r i s e  b u s i n e s s  
o w n e r ,  a n d  t o  m a n a g e , h i s  b u s i n e s s  more  r l f f e c t i v e l y .  T e c h n i c a l  
a s s i s t a n c e  i s  a l s o  p r o v i d e d  b y  FORTAS w h i c h  w i l l  h e l p  e n h a n c e  t 
v a l u e  o f  t h e  a s s o c i a t i o n t e  members '  b u s i n e s s e s .  FORTAS i s  p r o v  
a n ~ e d e d  s e r v i c e  a n d  s h o u l d  b e  a s s i s t e d  n t h e  s h o r t  t e r m .  How 
t h e  l o n g - t e r m  p r o s p e c t  m u s t  b e  e v a l u a t e d  i n  terms o f  e e l f -  
s u f f i c i e n c y .  We recommend t h a t  PORTAS p r e p a r e  a :  

MARKET SEGMENT ANALYSIS AND PLAN 

S e g m e n t  s i z e  ( n u m b e r ,  v o l u m e )  
~ e s c r i p t i o n / p r o f i l e  o f  a t y p i c a l  p r o s p e c t  
T a r g e t  s e g m e n t  m a r k e t  s h a r e :  

- C u r r e n t  - D e s i r e d  

B u s i n e s s  o r  s o c i a l  n e e d s  
P r i c i n g  i n  e e g m e n t  I- .  

C u r r e n t  a n d  f u t u r e  e n v i r o n m e n t :  

- Bconomic  - P o l i t i c a l  - L e g a l / r e g u l a t o r y  

t h o u t  
c a l e  

nd i s  
a 

h e  
i d i n g  
e v e r ,  



- P e o p l e ,  f u n d i n g ,  r y r t r m r ,  incoma p o t e n t i a l ,  r i r k e ,  po  - S t r a t e g y  o p t i o n s  - A c t i o n  r t e p v  - R e r o u t c e  r r q u i i a a e n t r - r r a l i r t i c ,  p ~ i ~ t i t i c r d t  

- L o c a l  - E x c r r u a l  

T h i e  m a r k e t i n g  a n a l y s i s  w i l l  rhow t h e  r i z a  o f  t h r  m a r k e t  f o r  t h i  
s e r v i c e o  t o  be p r o v i d r d  by  PORTAS, a n d  i f  t h o r e  r r r v i c r r  c a n  b e  
d e l i v e r e d  a t  a b r e a k - e v e n  p o i n t .  The USAID p r o g r a m  d o r r  n o t  p r  
f o r  s e l f - s u f f i c i r n c y ,  r i n c e  The G r a n t  A g r e r m a n t  r t a t r r  t h a t  " t h  
r e c i p i e n t  a s s o c i a t i o n  m u r t  c o n t r i b u t e  a minimum o f  25 p e r c e n t  o 
t o t a l  c o s t  o f  t h e  p r o p o r e d  a c t i v i t y . "  I n  rome c a r e r ,  b e n e f i c i a  
h a v e  c o n t r i b u t e d  u p  t o  75 p e r c e n t  o f  t h e  t o t a l  c o r t .  The f u t u r  
v i a b i l i t y  o f  F O R T I S  d e p e n d s  on  t h e i r  a b i l i t y  t o  r a i r r  r u f f i c i a n  
f u n d s  t o  c o v e r  t h e i r  o p e r a t i n g  c o e t r ,  O p t i o n s  i n c l u d e  i n c r a a r i ~  
r e r v i c e  f e e s  a n d  d e v e l o p i n g  new s e r v i c e o  e u c h  a e  a t r a i n i n g  a n d  
i n f o r m a t i o n  c e n t e r .  T h i s  c e n t s :  s h u u l d  Ile s e l f - r u p p o r t i n g .  



CHAPTER 4 

DEPARTMENT OF E C O N O M I C  A N D  SOCIAL STUDXES (DEES) 

DEES began i n  l a t e  1984 a 8  t h e  p o l i c y  r r r e r r c h  and r n a l y e i o  
f o u n d a t i o n  of PUSADES. Thlo " t h i n k - t a n k "  war d e r i g n e d  t o  e n a b l e  t h e  
F o u n d a t i o n  t o  u n d r r t a k e  r t u d i r s  r r q u i r e d  t o  d e v e l o p  t h e  c o n c e p t u a l  
and a n a l y t i c a l  b u l n  f o r  p r o p o r i n g  r r commenda t ion r  t o  t h e  
Government.  The8e s t u d i e s  p romote  governmrnr  p o l i c i e r  and  foment  
a c t i o r i r  which e u p p o r t  economic r e a c t i v a t i o n ,  t r a d e ,  i n v e r t m e r i t ,  and 
e x p o r t  d e v e l o p m e n t .  The r t u d i e s  a l r o  o u p p o r t  o t h e r  FUSADES Ptogtamo 

4 . 1  ORGANIZATIONAL STRUCTURE 

The p r e s e n t  o r g a n i z a t i o n  c o n e i s t s  of f o u r  r e c t i o n r  and  r u p p o r t i n g  
a d m i n i s t r a t i v e  g r o u p  r e p o r t i n g  t o  t h e  manager and  program d i r e c t o r .  
It  i e  f u n c t i o n i n g  w e l l  d e e p i t e  t h e  r e c e n t  vacancy  o f  t h e  
d i r e c t o r e h i p .  The s t a f f i n g  of  t h e  f o u r  e e c t i o n e  a n d  t h e  
a d m i n i s t r a t i v e  g r o u p  i s  a s  f o l l o w s :  

a )  S o c i a l  S t u d i e s  3 P r o f e s a i o r i a l s  ( o n e  v a c a n c y )  
b l  S p e c i a l  S t u d i e s  3 p r o f e s s i o n a l s  (one  v a c a n c y )  
c )  Macroeconomic S t u d i e s  3 p r o f e s a i o n a l r  ( o n e  v a c a n c y )  
d )  I n f o r m a t i o n  Sys t ems  3 p r o f e e s i o n a l e  (no  v a c a n c i e s )  
e )  A d m i n i e t r a t i v e  5 P r o f e s s i o n a l e  ( two v a c a n c i e s )  

The t w e l v e  p r o f e s e i o n a l  s t a f f  a r e  work ing  i n  a  p r o d u c t i v e  
e n v i r o n m e n t  w i t h  t h e  s u p p o r t  o f  IBM-PS Model 80  compu te r  eys t eme .  
Bowqver, t h e  Depar tment  i s  o v e r l o a d e d  w i t h  work due  t o  f i v e  
v a c a n c i e s  on t h e  s t a f f .  I n  o r d e r  t o  meet t h e  g o a l e  o f  t h e  a n n u a l  
p l a n ,  i n c r e a s e d  e f f o r t  s h o u l d  be  p l a c e d  on r e c r u i t i n g  r t a f f .  

4 .2 XANAGBWENT SYSTEM AND CAPABXLITY 

The management by o b j e c t i v e  s y s t e m  i s  p r o d u c i n g  r t u d i e s  and  programs  
' a c c o r d i n g  t o  r c h e d u l e .  The o u t p u t s  a r e  c o n t r o l l e d  by a  r e v i e w  
s y s t e m  o f  t h e  manager  and  s e c t i o n  head .  The DEES Commission r e v i e w s  
a l l  new p l a n s ,  r e p o r t e ,  and  c h a n g e s  i n  r t r a t e g i e r .  The o v e r a l l  
s y s t e m  h a s  a n  e f f i c i e n t  c o n t r o l  ays t em which h a s  p roduced  { u a l i t y  
r e p o r t s  and communica t ione  w i t h  o t h e r  g r o u p s .  

The management c a p a b i l i t y  i e  h s g h  w i t h  t h e  p r e s e n t  manager  
e f f e c t i v e l y  and  e f f i c i e n t l y  lu-6ding h e r  g roup .  We f o u n d  t h a t  a l l  
p r o f e s r i o n a l  r t a f f  i n t e r v i e w e d  were o f  t h e  h i g h e r t  c a l i b e r  and  t h e  
m o t i v a t i o n  and e n t h u e i a e m  were e x t r e m e l y  h i g h .  However, t h e  need  
f o r  r e c r u i t i n g  t o p  p e o p l e  i n  management 10 e r r e n t i a l  as t h e  p r e s e n t  
manager  v i l l  r o o n  be l e a v i n g  and  t h e  l a c k  of  a D i r e c t o r  f o r  t h e  p a s t  
t h r e e  months  may have  a n e g a t i v e  e f f e c t  on t h e  management o f  DEES. 



1 4 . 3  PROGRAM EFIECTIVENESS 

I n d i c a t o r r  of  i m p a c t  a r r  d i f f i c u l t  t o  m r a a u r e  0 m p i r i c a l l y  w i t h o  
I d o i n g  a u r v e y  r r a e a r c h .  Qne  m e a a u r r ,  h o w r v e r ,  i a  t h e  c i r c u 2 a t i o  

t h e  d i f f e r e n t  r a a r o r c h  o u t p u t a  and  program o u t r e a c h .  Tha 
p u b l i c a t i o n r  of  DEE8 a r r  e i t h e r  t h r  mon th ly  " B o l e t i n  Economico 
S o c i a l "  o r  economic  and  a o c i a l  a t u d i r a  which  a r a  p u b l i r h e d  a n d  
d i a t r i b u t r d  a r p a r a t r 2 y .  T a b l e  4 . 1  l i r t r  t h e  c o n t r n t n  o f  t h e  mo 
Economic end S o c i a l  b u l l e t i n s  p u b l i r h e d  d u r i n a  1987  and  5988 .  
h a s  w r i t t e n  and  p u b l i r h r d  34 b u l l e t i n r  s i n c e  1985  and rel.10 a n  
a n n u a l  subscription f o r  25 c o l o n e r .  Theme b u l l r t i n o  r e a c h  abou  
p a o p l a  and i n r t i t u t i o n a  e a c h  month a c c o r d i n g  t o  t h e  OEES manage 
The t y p e e  of  a r t i c l e s  and  a t u d i e o  h a v e  a v o l v e d  o v r r  1:he p a u t  f a  
y e a r s  i n t o  more a o c i a l o a n d  r p e c l f i c  r t u d i e e  a n  p a r t i c u l a r  p r o b l  
a n d  p o s e i b l e  s o l u t i o n e  f o r  t h e  b u r i n e r e  a n d  agricultural a e c t o r  

DEES h a s  h e l p e d  g e n e r a t e  new l r g i a l a t i o n  t h r o u g h  CODJEXI t h a t  ha 
promoted e x p o r t s  a n d  f a c i l i t a t e d  f o r e i g n  i n v e a t m a n t  i n  E l  S a l v a  
T h e  Committee f o r  E x p o r t e  and I n v e a t n r n t o  (CODEXI) worked t o  pa 
t h e  new E x p o r t  P romot ion  Law of  1 9 8 6 ,  t h e  F o r e i g n  I n v e s t m e n t  La 
1 9 8 8 ,  and t h e  r e g u l a t i o n s  f o r  t h e  p r i v a t e  free zone  deve lopmen t  

R e c e n t  p r e s s  c o n f e r e n c e s  and  e e m i n a r r  f o r  b o t h  n a t i o n a l  and  f o r  
p r e e e  have  h i g h l i g h t e d  t h e  a p p l i e d  r e s e a r c h  r t u d i e a  t h a t  D E E S  h  
r e c e n t l y  c o m p l e t e d  on  t h e  s t a t e  o f  t h e  economy. DEES h a s  v n a l y  
t h e  o p t i o n s  and  i s  d i u e e m i n a t i n g  t h e  r e s u 1 . t ~  of i t e  n t u d i e s  t o  
p r e s s  and  t h e  p u b l i c .  

I n  t h e  s o c i a l  a r e n a ,  DEES h a s  h e l p e d  implement  p i l o t  p r o j e c t s  e  
a s  H A B I T A T  ( low-income h o u s i n g  p r o j e c t  f o r  t h e  e a r t h q u a k e  v i c t i  
FEPhDE ( E d u c a t i o n a l  Development  F o u n d a t i o n  f o r  t r a i d n g  and 
e d u c a t i o n a l  i m p r o v e m e n t ) ,  and  FIPRO ( t h e  F o u n d a t i o n  f o r  t h e  
P r e v e c t i o n  o f  I n d u e t r i a l  A c c i d e n t s ) .  DEES d e v e l o p e d  t h e  c o n c e p  
f ramework t h a t  h a e  l e d  t o  t h e  e s t a b l i e h a e n t  of  t h e  above  p r o j e c  

The economic  s t u d i e s  p u b l i s h e d  d u r i n g  t h e  p a s t  y e a r  have  f o c u e e  
h e l p i n g  t h e  r e a d e r  u n d e r a t a n d  t h e  economic  p rob l ems  a n d  t h e  o p t  
f o r  s o l v i n g  t h e n .  Marke t  s t r a t e g l e e  and  new t a x a t i o n  models  ha 
a l s o  been  p u b l i s h e d .  A l i s t  o f  t h e s e  e t u d i e s  i o  ehowu i n  T a b l e  

I n  1 9 8 5 ,  DEES p u b l i s h e d  a m a j o r  s t u d y  on t h e  n e c e s s i t y  fo r , a  
r e s t r u c t u r i n g  o f  t h e  economy, e m p h a r i z i n g  i n c e n t i v e s  f o r  a n  exp  
o r i e n t e d  economy o f  n o n - t r a d i t i o n a l  commodi t i eo .  S i n c e  1 9 8 5 ,  D 
h a s  b u i l t  upon t h a t  mode l  a n d  d e v e l o p e d  a program o f  r t u d i e a  ba 
on t h e  need  f o r  t h i r  r t r u c t u ~ a l  r e a d j u s t m e n t  of  t h e  ~ c o n o m y .  D 
h a s  i d e n t i f i e d  18 a t u d i a r  t h a t . - i t  p l a n r  t o  work on d u r i n g  t h e  n  
y e a r .  The t h r e e  major arear a re  r a c r o e c o n o m i c  p o l i c i e s ,  
a g r i c u l t u r a l  p o l i c i e r  a n d  i n c e n t i v e r ,  a n d  i n d u e t r i a l  p o l i c i e s .  
T a b l e  4 . 3  d e p i c t r  t h e  r p e c i f i c  a t u d l e r  p r e r e n t l y  underway and  
s c h e d u l e d  f o r  c o m p l e t i o n  d u r i n g  1 9 8 8  a n d  1989 .  Theee  18 r e s e a r  
s t u d i e s  w i l l  c o a t  a b o u t  $347,000 and  i n v o l v e  a t o t a l  o f  6 3  
person-months  o f  t e c h n i c a l  a e s i s t a n c e  e f f o r t .  
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TABLE 4 . 1  

D A T E  - 
E C O N O M I C  A N D  SOCIAL BULLETIN PUBLISHED 1987-1988 

B U L L E T I N  N O .  

J A N U A R Y  1 9 8 7  1 9  

F E B R U A R Y  1987 

M A R C H  1S87 

\ 

A P R I L  1 9 8 7  

- E d i t o r i a l .  - T o w a r d e  e r e n e w a l  o f  
e c o n o m i c  g r o w t h  i n  L a t i n  
A m e r i c a .  - A s p e c t s  o f  C o m m e r c i a l  P o l i c y  
i n  E l  S a l v a d o r .  - E d u c a t i o n :  The b e s t  
i n v e r e m o n t  f o r  d e v e l o p m e n t b  

- E d i t o r i a l .  - P r e s e n t  s t a t u e  o f  b a s i c  
n e e d s  i n  E l  S a l v a d o r :  a 
e y n t h e e i e .  - R e c e n t  c x p o r i e n c e s  i n  
g r o w t h .  L e e o o n s  l e a r n e d .  - T h e  e x t e r n a l  d e b t :  A 
p r o b l e m  we h a v e  i g n o r e d .  

- E v o l u t i o n  o f  t h e  economy i n  
E l  S a l v a d o r  d u r i n g  1986. - Tax p o l i c y :  B a s e s  f o r  a  new 
m o d e l .  - Comments o n  t h e  t r a d e  
a g r e e m e n t  b e t w e e n  E l  
S a l v a d o r  a n d  G u a t e m a l a .  - Comments o n  p o s s i b l e  
i m p l i c a t i o n s  o f  t h e  new Law 
o n  R e f o r m  a n d  C o n t r o l .  o f  
I m m i g r a t i o n  o f  t h e  U n i t e d  
S t a t e s .  

- E c o n o m i c  o u t l o o k  f o r  1 9 8 7 .  - P o l i c y  o n  I n t e r e s t  R a t e s :  A 
r u b j e c t  f o r  d i e c u e e l o n .  - G e n e r a l  comment s  o n  t h e  
p r e s e n t  r t a t u e  o f  e d u c a t i o n .  - What 10 a m a r k e t  o r i e n t e d  
o o c i a l  economy? ESDM. 

DEVELOPYEST ASBOCUTES, ISC.  - 
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DAT ll - BULLETIN N O *  

OCTOBER 1987 

N O V E M B E R  1 9 8 7  

DECEMBER 1 9 8 7  

1 

JANUARY 1 9 8 8  

C O N T E N T S  

t s p o r t  p o l i a y  and  i t r  
maaagamane. 
F i r a a l  d r t i a t t  and i n f l  
An t i  SaZvado t .  
P u b l i c  a r p r n d i t u r e r  i n  
social, r e a t e r r *  

P i r c r l  p o l i a y ,  a r o w t h  a  
r t r b i l i s a e i o n  p r o g t r m r .  
P o t a i a n  m r r k a t r  am a  n o  
f o r  dove lopmea t .  
A f r w  r r p r c t r  of t r a d r  
l i b e r a l i t a t i o n .  
'The r i l e s ?  r e v o l u t i o n ,  
e x t r a c t  f rom t h e  a r t i c l  
Mar io  V a r g a ~  L l o r a .  

The i n f o r m a l  r e v o l u t i o n  
Budgot P r o p o o a l  f o r  1 9 8  
The p h i l o r o p h y  f o r  
deve lopman t  o f  t h e  Cham 
of  Commrrce of C a l i .  

L i b e r a t i o n  of  t h e  econo  
and growth .  
The r u c c e r s  of d e m o c r a t  
c a p i t a l i r m  i n  S r i  Lanka 
P r i v a t i z a t i o n  o f  t h o  e c  
a  r p a c i f i c  c a s e .  
The s o c i a l  f u n c t i o n  of  
r n t e r p r i r r .  

E d i t o r i a l .  
A n a l y r i r  of r e r u l t 8  of 
f i r r t  r t a g e  o f  t h e  Agra 
Reform. 
The r r c o n d  r t a g e  of t h e  
A g r a r i a n  Reform. 
Expe r imen t  i n  E a t ~ ~ t q r n  A 
P r o r p a r i t y  o f  I e n y a  a n d  
d e c l i n e  o f  T a n z a n i a .  



D A T E  - 
FEBRUARY 1988 32 

A P R I L  1988 

- t o u n d r t i o a r  t o t  r r p r ~ i c  
p l a n  f a r  aaonomia 
a a o p r r r t l o n  r i a r d  r t  Crr 
A m r r i c r  - Eaonomic p o l i c y  i n  t h e  
Crntrc.1 A a r r t c r n  a o u a t r l  - L a r u l t a  Ltom r r t u d y  of  
a t r t u r  of t h o  p r i v r t r  rc 
i n  t h e  D a p r r t m r n t  o f  Sa t  
Wi$ur l .  - Soma aomorn t r  on e d u c a t j  
i n  El S r l v a d o r .  

- On r x c h a n g e  p o l i c y  
( B d i t o r i r l ) ,  - A l t a r n a t i v o r  r e g a r d i n g  1 
i r r u e  o f  r x c h r n $ o  ragimc - P o r e i a n  r e c t o r  c r l r i r r  
p o l i c y  o p t i o n r .  - Towardr  r n o r @  r o o l i r t i c  
r x c h a n g e  p o l i c y .  

- Comarnt r  on t h o  oconomic 
program f o r  1988.  - T r a n r p o r t a t i o n  o f  e x p o r l  
f r r i t h t .  - S u r v e y  o f  t h e  p r o r e n t  rl 
o f  o c c u p a t i o n r l  r a f r t y  r 
h e a l t h  o f  i n d u r t r y  i n  El 
S a l v a d o r .  - O r i e n t a t i o n  and  q u a l i t y  
t h e  e d u c a t i o n a l  r y r t a m .  
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HOW 1 9  OUR ECONOMY? MAY 1987. 

THE SOCIAL STRATEOIE3 O F  THE 
MARKETPLACE 

THE BASIS FOR A NEW TAXATION 
MODEL 

A N  OVERVIEW OF THE ECONOMIC 
A C T X V f T I E S  

SEPTEMBER 19 

O C T O B E R  1987 

MARCH 1988. 

STUDIES PLANNED DURING 1988-89 BY DEES 

ECONOMIC POLICIES 

Analysis of the Financial Sector 
Investment Inceatives 
Social Policies 
Pricing Policfee and the Cost of Living Indicae 
Baeic Desisn of Tax Reform 
Exchange Policies 
incentive for Export 
Inetitutional Asristance to Export Companies 
Foreign Debt Policies 

AGRICULTURAL STRATEGIES 

10. Coffee Situation and Pricing Policfee 
li. Other Agricultural Product Possibilities 
12. Agricultural Reform 
13. Reform of the Protection of Agricultural Producte 
14. Inetitutional Reform of Agricultural Inrtitutions 

* 
INDUSTRIAL STRATEGIES 

15. Free Zone legulatione for Arremblp Plantr 
16. Reforw of the Protqction of Induutrial Ptoductr 
17. Restructuriag of thQ'fndustrir1 Inrtitutionr 
18. Hechanisms to Facilitate the Industrial Traneformatio 



t a c h  of t h e  t o u r  r o a t l o n o  o t  DEE$ p r o v i d r r  r r r v i a r o  t o  b o t h  PUSADES 
membora, t h e  aovernraoa t ,  r a d  t h a  u r n a r r l  p u b l i c ,  

The a e v l y  fo rmed  I a f o r a a t i o n  8 y r t r m r  Group o r g a n i s o r  and a e i n t a i e r  I 

co rnpu ta r i aad  d a t a  b a s k  t o  be t l n k o d  by aodum t o  t b r  o t h r r  FUSADES 
o t f i c a r .  Thay h r v a  w r i t t o n  a u d  p u b l i r h o d  i n  Mavab 1988 a n  a n n u a l  
o v a t v t o w  o f  t h o  r c o t o a i a  r L t u a t i o n  and  a c r i v i t i o r  d u r i n g  1 9 0 7 .  
( I a f o r o o  d e  C o y u u t u t r  d a  l a  A c t i v i d a d  Euon8mlca;  E d i c i b n  Eepec i aZ  
E n e r o - D i c i r a b t e  do  1 9 8 7 ) .  Tho Xufo rma t ion  S y r t o m r  Group e l o o  
o a o l y a r r  and d i r t t i b u t o r  t h o  r o r u l t r  o f  r u r v r y r  s o d  q u a u t i o n n a i r r e ,  
e s e i a t r  i n  t h o  a n r l y r l e  o f  t h o  q u r n t i t a t i v r  s t u d i o r  o f  t h e  o t h e r  
e e c t i o n s  of D E P I ,  end  p u b l i s h e r  t h o  month ly  p e r i o d i c a l r .  Thry  &loo 
d e a i # n  f i e l d  t r r t r  a n d  imp lemen t  r u r v r y  J n r t r u m r n e e  f o r  t h e  f i e l d  
r e s e a r c h  of  a t h o r  g r o u p s .  D ~ r i n g  t h i a  y e a r ,  t h e y  e r a  d r r i g n i n g  
u u r v s y  i n e t r u m e n t r  e o n c a r n i n g  t h o  b u r i n o r o  c l i m a t o ,  a  r emi -annua l  
o p i u i o n  r u r v e y ,  and l n t a r n e l  q u r m t i o n n a i r m r  on program o v e l u e t i o n .  

The Macroeconomic S t u d i e s  S e c t i o n  ~ r o d u c o s  s t u d i o s  f o r  p u b l i c a t i o n  
i n  t h e  mon th ly  b u l l o t i n r  and  r g e c i a ,  r t u d i o s  on p r o m o t i n g  t h e  
economic  model  of  r e s t r u c t u r i n g  nnd e x p o r t  p r o m o t i o n .  A r t i c l e s  a r e  
w r i t t e n  on oconomlc p e r a p r c t i v u ~ ,  f i n a n c i a l  p o l i c i a o ,  and  t h e  
f o r e i g n  r e c t o r .  S t u d i e r  a r o  imp l rmen tod  on r g r i c u l t u r a l  and  
i u d u s t r i a l  s t r a t c g i a s ,  p o l i c i o s  needed  f o r  t h e  p r o m o t i o n  of e x p c i . t e  
and e t r u c t u r a l  p o l i c i e s  needed  t o  p romote  t h e  rconomfe  m o d u i .  
Promot ion  of t h o  r e s e a r c h  i s  i a r g r l y  done  t h r o u g h  p u b l i c a t i o n  i n  thc 
b u l l e t i n s  a n d  m a g a z i n e s  o f  PUSADES. However, ref , \ iuars  a n d  t a l k e  arc 
h e l d  w i t h  t h e  p r e s s ,  t h e  p u b l i c ,  and  r m a l l  g r o u p s  o f  PUSADES membetr 

T h e ' S p e c i a l  S t u d i e s  S e c t i o n  p l a a s  and  i m p l e m e n t s  r t u d i e r  on s p e c i f i c  
p rob l ems .  I t e  most  a m b i t i o u s  p r o j e c t  i r  t h e  c o f f e e  s e c t o r  a n a l y s i s  
and  t h e  d e v e l o p m e n t  o f  a  mode l  f o r  bhe r e a c t i v a t i o n  o f  t h e  c o f f e e  
f a t m e .  T h i s  p r o j e c t  i r  contracted o u t  t o  a l o c a l  f i r m .  It i s  
s c h e d u l e d  f o r  c o m p l e t i o n  i n  e a r l y  1 9 8 9 .  Nine  r p r c i a l  r t u d i e e  w i l l  
be p u b l i s h e d  d u r i n g  t h i s  y e a r .  The f o l l o w i n g  w i d e  r a n g e  o f  r u b j e c t r  
a r e  s t u d i e d :  

- Hygiene  a n d  Worker S a f e t y  - F i n a n c i n g  T e x t i l e  X n d u r t r i o s  - E a s t e r n  P e g i o n  P r i v a t e  S e c t o r  A n a l p e i s  - E x p o r t  T r a n r p o r t a t i o n  O p t i o n s  - L o c a l  Demand f o r  P r e e  Zones  - C o t t o n  Orowere  a n d  S e l l e r r  - P r i v a t e  S e c t o r  A n a \ y r i r  - C o m g e t i t i r e n e r r  s f  Bxpor t  P r o d u c t s  - F o r e i g n  Aid a n r l y m i s  

Saminrrm and t a l k a  arr  o f t e n  h e l d  f o l l o r i n ~  p u b l i c a t i o n  o f  t h e  
r t u d i e a  i n  o r d e r  t o  d i r c u o r  t h e  f i n d i n g s  a n d  r a c o m a e n d a t i o n r  w i t h  
i n t e r r r t e d  g r o u p s .  



, Tho g o a i o l  S t u d i e a  8 e c t i o a  p l a n s  and  i m p l r m r n t r  r t u d i e a  .ad p i l o t  
p r o j r c r r  i n  b o t h  r t r r t a g i a o  of a o c i a l  d r v a l o p m r n t  aad  t b a  anolyoLv 
of t h e  r d u a a t l o n a l  r e c t o r *  It p l r o e  on p u b l i r b i n $  r a p o r t o  o e  bo rb  
a u b j a c t u  b u r i n @  2988. P i l o t  p r o j e c t a  a t e  b r i n g  i r p l e m e n t r d  l a  
c o l l o b o r a r i o ~  w i t h  b u r i n a r o  and t r a d e  a e a o o i r t l o a r  of PORTAS ruch  a r  
A S I ,  A N E P  a n d  t h e  Chombrr of C o a a r r a e .  Onr i r  t h e  o o l l a c t l o n  o f  
houaebold  g a r b a g e  u r i a g  p r i v a t r  c o l l r c t o r o  i n  t h o  h i g h e r  
e o o i o - r c o n o a i c  n a i 8 h b o r h o o d r  and  r e l e a r i n g  t h o  c i t y  a o l l e c t i o n  t o  
t h e  Zowrr r aonomic  a r r e r .  The r e c o n d  p r o j a c t  t a  t b a  H A B I T A T  
low-incomr h o u r i n g  p r o j e c t  which war l a i t l a t a d  by POSIDES. Thio 
un ique  comaun i ty  of  1 , 1 0 0  h o u r r  l o t e  l o  s c h e d u l e d  t o  h # v e  a l l  hauoea  
b u i l t  by November 1988 .  

The oecoad  p h a r a  of  t h e  r t u d y  e n  t h e  e d u c a t i o n  r e c t o r ,  which  i n  
b e i n g  f u n d e d  by t h e  I n t e r - A m a r i c r n  Development Bank, w i l l  o t u d y  t h e  
manpower damando i n  d i f f e r a n t  r a c t a r r  and t h e  e d u c a t i o n a l  and 
t r e i a i n g  o u t p u t r  f rom d i f f e r e n t o  l e v e l a .  It i r  of r p e c i a l  i n t e r e r t  
t o  t h e  M i n i s t r y  o f  E d u c a t i o n  which  may u s e  t h e  r t u d y  a r  t h e  b a s i s  
f o r  e p r o j e c t  p r o p o r a l  i n  v o c a t i o n a l  and  t e c h n i c a l  a d u c a t i ~ n ~  Thie 
e t u d y  i s  s c h e d u l e d  f o r  c o m p l e t i o n  i n  O c t o b e r .  E i g h t  c o n s u l t a n t e  
f rom b o t h  E l  S a l v a d o r  and  t h e  U n i t e d  S t a t e s  a r e  p a r t i c i p a t i n g .  

The S o c i a l  S t u d i e o  Croup w i l l  a l s o  be r t u d y i n g  t h e  i n f o r m a l  r e c t o r  
o f  t h e  economy a n d  t h e  a f f e c t s  o f  b o t h  r u r a l  and  u r b a n  p o o r  on  t h e  
p r o d u c t i v e  s e c t o r s .  Based on t h e  r t u d i e s  end p i l o t  p r o j e c t s ,  t h e  
S o c i a l  S t u d i e e  S e c t i o n  w i l l  d e v e l o p  e r o c i a l  s t r a t e g y  t o  i n c r e a s e  
economic deve lopmen t  f o r  a l l  members o f  s o c i e t y c  

4 . 3 . 2  STAFF PBODUCTIVITY AND EFFICIENCY 
t 

The DEES program i s  a n  e x c e l l e n t  example  of  a g r o u p  o f  p r o f e s s i o n a l s  
w i t h  a c l e a r  v i s i o n  o f  d i r e c t i o n  a n d  a  p l a n  o f  hov t o  s e t  t h e r e .  
The t h r e e - y e a r  p l a n n i n g  c y c l e  i e  a c h i e v e d  t h r o u g h  g r o u p  c o n s e n s u s  
w i t h  t h e  DEES Commirr ion p r o v i d i n g  o v e r a l l  p o l i c y  a n d  program 
g u i d a n c e .  It i s  work ing  w i t h  a n  o v e r a l l .  macro economic  model  and  
a l s o  v o r k s  aa a c l o s e  k n i t  i n t e r n a l  g r o u p  on r p e c i f s c  economic  
policies. 

Working w i t h  a  r m a l l  p r o f e s s i o n a l  r t a f f  o f  o n i y  twelve p e o p l e  and 
c o n t r a c t f n g  o u t  rome o f  t h e  work t o  c o n r u l t a n t r ,  DEES m a n s w e  t o  
p roduce  t w e l v e  mon th ly  Economic and  S o c i a l  B u l l e t i n r  r S t h  a n  a v e r a g e  
of  t h r e e  s t u d i e s  i n  e a c h  one .  t u r t h e r m o r e ,  DELS p l a n r ,  i m p l e m e n t s  
and p u b l i s h e r  economic  r t u d i e r  a n d  a n a l y z e 3  l a ~ l r l r t i r e  i r u u e r  t h a t  
a f f e c t  economic  p r o d u c t i v i t y  + i d  r x p o r t  p r o r o t i o n .  I n  o r d e r  t o  
c o n t i n u e  t h i s  program,  DELS m a s t  r e t a i n  h i g h  o t a n d o r d r .  T h e r e f o r e ,  
r e c r u i t i n g  t h e  b e r t  q u a l i t y  p e o p l e  f a r  t h e  r r c a n c i e r  I n  DEES r h o u l d  
be h i g h  p r i o r i t y .  

DEES r a r k e t e  i t r  r a r v i c e e  d i r e c t l y  a n d  u s e s  t h e  M a r k e t i n g  a n d  
C o m a u n i c a t i o n r  Depa r tmen t  of IUSADES. A week1 column i n  t h e  d a i l y  b newrpape re  i s  r p r e a d i n g  t h l e  news o f  what  FUSAD S and  DBES a re  



d o i n g .  M a & t i a & b  w i t h  Oha p r a r o ,  f i tudaa to ,  and opra  forumr r t a  he14 
on o r r a u l a t  b r r i a .  B a n i n r r a  a r e  held w i t h  r a n 1 1  l r o u p v  of b u r i a e s  
l e a d e r e  r n b  P U S I D E S  mosbrtr t o  i n t o r a  them of  t h r  remaarch - 

finding,. S e r i a o t r  are r l r o  p l r n n r d  w i t h  PROPEMI c l i r n t o  on t h a  
a e e d  f o r  p l r n a i n ~  rod a v r l u r r i o a .  

Thc u o e r s  o f  02U r a r v l c a r  a r e  p r o j e c t e d  t o  pay t he00  amount@ f o r  
e a c h  ~ p e c i f i c  r r r v i c r  b u r i n 8  1988:  

- Purchare  of P u b l i c a t t o n o  C 45,000 - P u r c h a r r  of S r u d l r r  65,000 - Xnformotioa 3ervicaf i  30,000 - Confe r rocso  and L a c t u r a s  25,000 - Seminare and Porumo 17 ,600  - Purchaee  of Bookr 15 ,000 - L i b r a r y  Memberrhipr 

T h e  above s e r v i c e s  a r e  mr rka ted  d i r e c t l y  t o  t h e  p u b l i c  u e i n g  
d i f f e r e n t  media o o u r c e r .  B e n e f i c i a r i e r  of t h e  DEES r a o e e r c h  and 
analyeis s t u d i e s  i n c l u d e  t h e  f o l l o w i n g  g r o u p r :  (number of 
i o d i v i d u a l e )  

PUSADES Founding Members (215)  
Government O f f i c i a l s  ( 9 0 )  
Banking and F i n a n c i a l  O f f i c i a l s  ( 5 4 )  
B u s i n e s s  and Trade  A 8 a o c i a t i o n s  ( 6 0 )  
E d u c a t i o n a l  f n r t i t u t i o n e  ( 2 9 )  
P o l i t i c a l  P a r t i e s  ( 1 9 )  
Autonomous I n s t i t u t i o n s  ( 3 0 )  
D i p l o m a t i c  U i s o i o n e  ( 3 5 )  
Companier ( 2 6  1 
Communicazions Media ( 4 7 )  
P r i v a t e  I n d i v i d u a l r  (36)  

4 4 FINANCIAL SYSTEMS 

The f i n a a c i a l  p r o c e d u r c e  t h a t  were  reviewed a r e  a d e q u a t e  w i t h i n  
DEES. Budgets  a r e  p r e p a r e d ,  r ev iewed ,  and approved by t h e 4 E E S  
Commission on a n  a n n u a l  b a r i r .  A l l  r e v i s i o n r  i n  t h e  budget  a r e  
d i s c u s ~ e d  i n  t h e  a p p r o p r i a t e  committee.  Ae a n  e s a n p l e ,  a  p r o p o s a l  
f o r  a n  a d j u e t m c a t  i n  t h e  1988  budeat  ram p r e s e n t e d  t o  t h e  DEBS 
Commission f o r  c o n r i d e r a t i o n w ~  June  1. 1988.  

4.5 OVBMLL IMPACT 

DEES h a s  been m a r k e t i n g  i t 8  r a a e a r c h  f i n d i n g s  t o  d i v e r r e  group. o v e r  
t h e  y e a r s .  The mearurement of impact  on t h e  economic,  r o c i a l ,  and  
governmenta l  mec to r s  i a  d i f f i c u l t  t o  q u a n t i f y  b u t  some i n d i c a t o r s  of 
p r o g r e s s  a r e  e v i d e n t .  I n  t h e  r o c i a l  s e c t o r ,  DEES h a s  h e l p e d  promote 



end  d r v r l o p  t h r  e o a c r p c u a l  t h i n k i n g  rad h o r  r o t r b l i o h a d  t h e  
f romrwork  f o r  p i l o t  p r o j r a t r .  E x r a p l e a  a r e  HABITAT, BEPADE,  r n d  
FIPRO, DEE9 i m p l a n r n t e d  t h e  f i r r t  p h a r r  of t h u  &luo r t i on rP  $ a c t o r  
8 t u d y  r o d  i m  work ing  w i t h  t h r  k d b a r t i o a a l  Drv r lopmaa t  F o u n d a t i o n  
(BEPAD&) i n  p romot in8  i t r  p r o g t r a e .  f t  i r  a160 d a v o l o p i a ~  
f romeworkr  f o r  t h r  p romor ion  o f  t h e  P o u n d r t i o n  f a r  t h r  P r r v r n t f o n  of  
I n d u e t r i a l  A c c i d r n t r  (PIPRO). 

I n  t h r  gbvo tnwdn t  e e c t o r ,  DEE9 h r r  promoted a d i r l o g u v  among t h e  
bue ineoo  community end  oomr gov r rnmen t  i a r t i t u t l o n u  r u c h  ar t h e  
M i n i r t r y  of  P l r n n i n $ *  The a x r c u t i v e  b t r n ~ h  of  t h o  gov r r amen t  ha@ 
begun p r o a o t i n g  t h e  e x p o r t  o r i e n t e d  p o l i c i r o  o f  BUBADES i n  i t a  
r o n o u n c r m e n t r  and  i r  brcoming more r o c o p t i v a  t o  t h e  p r i v o t r  c e c t o r ' u  
c o n t r i b u t i o n  t o  t h r  o v r r s L l  r conomic  dov r lopman t  model. '  Benke r r  and  
p l a n n e r 8  a t e  r r c r i v i n g  DEES' r t u d i o r  and b u l l a t i n s  and S n c r e a ~ i n g l y  
m e e t i n g  w i t h  FUSADES a n d  i t r  membarr. 

The Commission of L e g i s l a t i o n  and  DEE9 have  c o n t r i b n t r d  s t u d i e e  
which h a v e  a a r i s t a d  CODEX1 ( C o m s i t t w  f o r  E x p o r t r  and  I n v e s t m e n t s )  
t o  p romote  t h e  p a r a a g e  of new l e g i r l a t i o n  much a r  t h e  E x p o r t  
P romot ion  Law of  1 9 8 6 ,  t h e  F o r r i g n  f n v a r t m a u t  Law of  1 9 8 8 ,  and  t h e  
r e g u l a t i o n r  f o r  t h e  p r i v a t e  f r o e  zone d r v e l o p m e n t .  

C O D E X 1  i s  a n  i n f o r m a l  a d v i s o r y  commi t t ae  c o n e i s t i n g  of r e p r e s e a t a -  
t i v e 3  f r o m  t h e  H i n i e t r y  of  P l a n n i n g ,  t h e  M i n i s t r y  o f  F o r e i g n  T r a d e ,  
t h e  C e n t r a l  Bank and  f o u r  p r i v a t e  s e c t o r  e n t r e p r e n e u r s .  T h i s  
commi t t ee  p r o v i d e s  a  forum f o r  p r i v a t e  and  p u b l i c  r e c t o r  c o o p e r a t i o n  
i n  o r d e r  t o  p romote  economic deve lopmen t .  

I n  t h e  economic  s e c t o r ,  r o u e  t r e n d 8  are  e m e r g i n g  s u c h  a s  more 
n o n ~ t r a d i t i o n r l  e x p o r t s  o f  a g r i c u l t u r a l  p r o d u c t r  and  i n d u s t r i a l  
l i g h t  i n d u s t r y  p r o d u c t s .  F o r a i g n  gove rnmen t s  and  i n s t i t u t i o n e  a r e  
a l e o  r e a d i n g  t h e  s t u d i e s  a n d  t h e  r e c e n t  p r e s s  c o v e r a g e  o f  FUSADES 
r e g a r d i n g  economic  p o l i c y  a r e  p o e i t i v e  i n d i c a t o r s .  

4.6 P I O C U  OPTIONS 

DEES a l r e a d y  i s  f o l l o w i n g  many o f  t h e  rocommendat ions  of t h e  L o u i s  
B e r g e r  I n t e r n a t i o n a l  r t u d y  on  t h e  DEES ' ~ t r a t e g y  a n d  O r g a n i z a t i o n  f o r  
I n s t i t u t i o n a l  Development  wh ich  was c o r p l e t u d  i n  A p r i l  1981. DEES 
h a s  r e o r i e n t e d  i t s  s t r a t o g y  t o  i n c l u d e  more emphaa i e  on  c h a n g i n g  
c r i t i c a l  p o l i c i e r  i n  r p e c i f i c  r i c r o e c o n o r i c  areaa. The program o f  
DEES is a m b i t i o u s ;  t h e  r t a f f  l a  d e d i c a t e 4  a n d  p r o d u s e r  q u a l i t y  
work. T h e r e f o r e ,  t h e  r h o r t - r u n  g o a l r  are o b t a i n a b l e  if t h e  
p r o f e r s i o n a l  v a c a n c i e s  c a n  b e ' q u i c k l y  f i l l e d .  Am l o n g  a r  U S A I D  
c o n t i n u e r  t o  f u n d  t h e  t e c h n i c a l  a r r i r tance  a n d  t h e  m a j o r  o p e r a t i n g  
e x p e n d i t u r e s ,  DtES till h a v e  l i t t l e  d i f f i c u l t y  a t t r a c t i n 8  q u a l i f i e d  
p e o p l e  and  p r o d u c i n g  t h e  r o p o r t r  a n d  r t u d i e a  w i t h i n  t h e  p l a n .  I n  
t h e  l o n g e r  p e r i o d ,  DEES mus t  become more r e l f - r u f f i c i e n t  I n  
f u n d i n g .  It c o u l d  d o  t h i s  two ways. One o p t i o n  i r  a c t i v e l y  t o  g o  
a f t e r  c o n t r a c t  r e s e a r c h  f o r  b o t h  t h e  aove rnmen t  o f  E l  S a l v a d o r  

DEfaLOPYL!T ASSOCIATES. 1XC. - 



a n d  w i t h i n  t h e  p r i v a t e  r r c t o r .  Thr  o t h r r  o p t i o n  i o  t o  t r l y  on o 
r a n 8 0  o f  f u n d i n g  r o u r c r s  a n d  i n c r r a s e  au tonomy away f r o m  r r i n a l r  
d o n o r .  ThLr i r  r x t r a m r l y  u n l i k r l y  i n  t h e  i m m e d i a t e  f u t u r r  a n d  w i l l  
moat  l i k r l y  t a k a  many y r a t r  b a f o r e  DEE8 c a n  r u r v i v a  a r  a n  
i n d e p e n d a n t  r a o r a r c h  a n d  p o l i c y  f o u n d a t i o n .  

Thr  f i r o t  o p t i o n  i r  r l o n g - f a r m  g a s 1  w h i c h  c o u l d  o u c c a a d  w i t h  t h e  
r u p p o r t  o f  4 nrw g o v a r n m r n t  a n d  a n  e c o n o m i c  u p t u r n .  H o w r v r r ,  
p r r o e n t l y  t h e r r  l a  n o t  much c a p i t a l  a v a i l a b l r  f o r  c o n t r a c t  t r r r a t c h  
i n  e l t h e r  t h e  g o v r r n m r n t  o r  t h e  p r i v a t e  r a c t o r .  T h a r r f o r a ,  i n  t h e  
l o n g - t e r m ,  t h e  r e c o n d  o p t i o n  a p p a a r r  more a t t a i n a b l e .  I n  a d d i t i o n ,  
FUSADES may be a b l e  t o  s u p p o r t  D E E 9  by  f u n n e l i n g  i n c o m e  g r n e r a t a d  b y  
FIDEX'e a c t i v i t i e r  a n d  o t h e r  r o u r c e a .  

B e c o m m a n d a t i o n a t  - 
C o n t i n u e  i t o  s t r a t e g y  o n  c h a n g i n g  c r i t i c a l  p o l i c i e r  i n  
s p e c i f i c  a r e a s .  The p o l i c i r s  c a n t e r  on  t h e  n e c e e r i t y  f o r  a 
r e s t r u c t u r i n g  o f  t h e  economy e m p h a s i z i n g  i n c e n t i v e o  f o r  an 
e x p o r t  o r i e n t e d  economy. 

C o n t i n u e  t h e  a n n u a l  r t u d i e s  on  E l  S a l v a d o r ' r  e c o n o m i c  and 
e o c i a l  p r o b l e m s .  F o l l o w  up  t h e s e  r t u d i e s  w i t h  d i s s e m i n a t i o n  
p r o g r a m s  w i t h  t h e  m e d i a  a n d  b u s i n e e s ,  g o v e r n m e n t ,  a n d  r t u d e n t  
g r o u p s .  

Implement  t h e  r e e e o r c h  s t u d i e s  a l r e a d y  i d e n t i f i e d  i n  o r d e r  o f  
p r i o r i t y .  T h e e e  1 8  a p p l i e d  r e s e a r c h  e t u d i e s  r h o u l d  b e  f u n d e d  
a n d  c o m p l e t e d  d u r i n g  1 9 8 8  a n d  1 9 8 9 .  

C o n t i n u e  t o  a m p h a r i e e  a p p l i e d  r e s e a r c h  a n d  i t s  d i s r s m i n a t i o n  
i n  b o t h  e c o n o m i c  a n d  r o c i a l  a r e a s .  Economic  p o l i c y  r t u d i e s ,  
a g r i c u l t u r a l  a n d  i n d u s t r i a l  s t r a t e g y  d t u d i e r ,  a n d  e o c i a l  a n d  
e d u c a t i o n a l  s t u d i e s  a r e  a l l  p a r t  o f  the c o m p r e h e n e i v e  p r o g r a m .  

DEVELOPMENT ASSOCUTE& LVC. - 



CHAPTER 9 

BIDEX PROGRAM REVIEW 

5.1 OMOANIZATIONAL STRUCTURE 

PIDEX bacrme o p e r a t i o n a l  t h r e e  months a g o  r o  t h o  p r o c e r r i n g  
f i n a n c i a l  d e p a r t m e n t  f o r  P R I D E X  and  D I V A C R O  w i t h  a d i r a c t o r  and  a n  
a s o i r t a n t .  The d e p a r t m e n t  i s  r t a f f e d  by 6 p e r r o n r r  r d i r e c t o r ,  
c r e d i t  o f f i c e r ,  2  c r e d i t  a n a l y s t s  and 2 r e c r e t r r i e r .  T h i s  r t a f f  i o  
a d e q u a t e  t o  p r o c e r r  t h e  p r e e e n t  l o a n  volume.  Tho d i r e c t o r  i r  w e l l  
q u a l i f i e d  f o r  t h e  p o r i t i o n ,  h a v i n g  workad i n  bank ing  s i n c e  1972 .  H e  
i s  c o m f o r t a b l e  w i t h  managing t h e  p r e r o u t  l o a n  p o r t f o l i o  and  h a r  t h e  
c a p a c i t y  t o  manage a l a r g e r  p o r t f o l i o .  H i o  a x p a r i o n c o  i n  t h e  
commerc ia l  b a n k i n 8  f i e l d  may make him more c o n r e r v a t i v e ,  b u t  i n  
d i e c u e r i n g  t h e  c r e d i t  r t a n d a r d r  a p p l i e d  t o  l o a n r  g e n e r a t e d  by 
D I V A C R O ,  h i s  t e n d e n c y  i s  t o  c o n c e n t r a t e  a n a l y r i r  on qualitative 
f a c t o r e  r a t h e r  t h a n  on q u a n t l f i a b l a  v a r i a b l r o .  B u r i n e r r a s  d o  n o t  
o p e r a t e  i n  a  vacuum and a  r e v i e w  and a n a l y s i e  of a l l  i n d i v i d u a l  
e l e m e n t s  of t h e  b u a l n e s e  neede  t o  be pe r fo rmed  i n  l i g h t  o f  i t e  
e n v i r o n m e n t .  The a p p r o p r i a t e  a n a l y e i s  i e  b e i n g  mads and  t h e  
c o n c l u s i o n e  a r e  l o g i c a l .  The d i r e c t o r  i e  e x e r c i s i n g  t h e  needed  
s k i l l s  of management,  a e  e v i d e n c e d  by t h e  manner i n  which t h e  
d e p a r t m e n t  h a s  been  o r g a n i z e d  w i t h  n e c e r e a r y  c o n t r o l  i t a m e  i n  p l a c e .  

The c r e d i t  manager h a s  bee4a employed i n  b a n k i n g  mince 1964 .  His 
q u a l i f i c a t i o n s  f a r  t h e  p o s i t i o n  a r e  good and  he  p r o v i d e s  t h e  needed  
e u p p o r t  t o  t h e  d i r e c t o r ,  which i s  c r u c i a l  a t  t h i s  e t a g e  of  o p e r a t i o n  

E x h a b i t  5 . 1  ehows t h e  p r e e e n t  o r g a n i z a t i o n  c h a r t  f o r  FIDEX. 

5 .2  MANAGEMENT SYSTBH AND CAPABILITY 

The Loan P o l i c y  Manual i s  a d e q u a t e  f o r  t h e  p r e s e n t  r i z e  o f  FIDEX, 
which  conforms  t o  t h e  A I D  r e q u i r e m e n t s  u n d e r  t h e  program f o r  
A g r i c u l t u r e  and I n d u s t r i a l  P r o j e c t s .  The l o a n  p r o c e d u r e s  a r e  a l s o  

' w e l l  d e t a i l e d ,  c o n f o r m i n g  t o  t h e  Loan P o l i c y  a p p r o v e d  by FUSADES. 

As FIDEX i s  s t r u c t u r e d ,  i t  c a n  o n l y  p r o c e s e  t h o s e  l o a n r  wh ich  a r e  
g e n e r a t e d  by D I V A G R O  and  PRIDEX. I n  t h e  c a s e  o f  DIVACRO b o r r o w e r s ,  
s h o r t - t e r m  l o a n s  c a n  b e  e x t e n d e d  o n l y  t o g e t h e r  w i t h  l o n g - t e r m  
f i n a n c i n g .  However, i n  t h e  c a s e  of  PRIDEX i n d u r t r i a l  c l i e n t s ,  o n l y  
l ong - t e rm f i n a n c i n g  i e  a v a i l a b l e  a c c o r d i n g  t o  A I D  r e q u i r e m e n t e .  
Th ia  a p p e a r s  t o  be  a t  odde w i a  t h e  b a n k i n g  p r i n c i p l e  o f  f i ~ s a c i n g  
t h e  t o t a l  n e e d s  o f  t h e  b o r r o w e r .  

A package  l o a n  t o  a b o r r o w e r  s a n  be b a t t e r  c o n t r o l l e d ,  e r p e c i a l l y  
w i t h  t h e s e  h i g h e r  r i s k  l o a n r .  C o n s i d e r a t i o n  r h o u l d  b e  g i v e n  t o  
amending t h i s  r e q u i r e m e n t  t o  p e r m i t  w o r k i n g  c a p : t a l  f i n a n c i n g  f o r  



t h a  i n d u a t r i r l  r r c t o r .  The r i o k  f a c t o r  a h o u l d  n o t  ba r a y  a r e a t o r  
t h e n  w o r k i n g  c a p i t a l  l o r n a  t o  a g r i c u l t u r a l  b o r r o w r r o  of D I V A O R O ,  

5 . 3  SERVICES TO BkNLtICXAEIES 

The USAID Weta r  Hanagamoat  P r o j r c t  No, 319-8383 p r o v i d r a  f u n d s  f o r  
p u t c h a 6 e  a n d  i n r t r l l a t i o n  o f  i r r i g a t i o n  a y r t r m r ,  Type A l o a n o .  A l l  
a t e  e x p o r t  o r i r n t a d ,  a n d  a r e  f o r  "precision" i r r i 8 a t i o n  r y r t a m s ,  
m e a n i n g  p r e a e u r e  d r i p  a n d  t r i c k l e .  Thry  may g e t  i n t o  l r v r l - b e r i n  
and f u r r o w  r y s t r m r  l r t r r .  P I D E X  r r p r c t r  t o  d o  a r o u n d  6730-800 
t h o u o a n d  i n  l o a n  b u a i n r r o  d u r i n g  t h e  f i r r t  y e a r  o f  o p r r a t i o n a .  

FIDEX i e  NOT g e n e , r a t i n g  a n y  i r r i g a t i o n  l o a n  b u s i n e e s ,  b u t  i s  
e e r v i c i n g  l o a n  p r o p o a a l r  p u t  t o n e t h e r  by D I V A C R O .  

USAID P r o j e c t  0327 on r g r i b u s i n r r a  d r v r l o p m o n t  p r o v i d e r  f u n d a  f o r  
a l l  a g r i b u s i n e e e  l o a n e  o t h e r  t h a n  t h o s e  i n v o l v i n g  i r r i g a t i o n  
e y a t e m e .  T h e s e  a r e  m o a t l y  p a c k i n g ,  c a n n i n g ,  a n d  f r e e z i n 8  p l a n t s  a n d  
some e x p o r t  c r e d i t .  PUSADES o p r r a t e e  a  d o l l a r  t r u a t  a c c o u n t  i n  t h e  
Bahamas t h r o u g h  C i t i T r u s t .  T h i s  f u n d  c a n  be u s e d  t o  i m p o r t  
m a c h i n e r y  o n l y  when p r o d u c t  t r a n r f o r m a t i o n s  a r e  i n v o l v e d j  a m $ . ,  s u c h  
a 8  i n  f r e e z i n g  a n d / o r  c a n n i n g  o f  v e g e t a b l e e ,  f r u i t ,  and  r h x i m p .  
L o c a l  c u r r e n c y  l o a n s  f o r  p a c k i n 8  s h e d  o p e r a t i o n s  a r e  a d m i n i s t e r e d  
t h r o u g h  t h e  Banco H i p o t o c a r i o .  

S e c u r i t y  on l o a n e  o f  f o u r  y e a r e  a n d  more i s  u o u a l l y  a  m o r t g a g e  on 
l a n d  a n d  a  l i e n  on  e q u i p m e n t .  B o r r o w e r s  o f t e n  u e e  a  f i r s t  m o r t g a g e  
t o  s e c u r e  o p e r a t i n g  c a p i t a l  f r o m  l o c a l  c o m m e r c i a l  b a n k s .  The e x p o r t  
l o a n s  a r e  s e c u r e d  a l e o  by e x p o r t  c o l l e c t i o n e  w i t h  a n  i r r e v o c a b l e  
p a y q e n t  o r d e r  i n  f a v o r  o f  t h e  Banco H i p o t e c a r i o ,  o r  C i t i b a n k ,  a e  
a p p r o p r i a t e .  

FIDEX d o e s  n o t  make p r o d u c t i o n  l o a n s ;  t h e e e  g o  t h r o u g h  c o m m e r c i a l  
b a n k s ,  c a l l e d  c r e d i t o  a v i o .  S h o ~ t - t e r m  c r e d i t  f o r  a g r i c u l t u r a l  
c o m m o d i t i e s  may i n c l u d e  t h e  c o e t e  o f  p r o d u c t i o n ,  p a c k i n g ,  t r a n s p o r t ,  
a n d  b r o k e r  f e e s .  FIDEX h a s  p l a n e  t o  c o m p l e t e  t h e  f i n a n c i n g  i n  1 9 8 8  
f o r  e e v s r a l  p l a n t s :  

0 Expand p r e s e n t  c a p a c i t y  ( d o u b l e ,  a c t u a l l y )  f o r  f r e e z i n g  
o k r a  a n d  b r o c c o l i  f o r  e x p o r t ;  a n d  * 

0 Expand c a p a c i t y  t o  p r o c e e e  and  p a c k  a r a n g e  o f  r p e c i a l i t y  
p r o d u c t s  f o r  e x p o r t  t o  t h e  USA. 

PIDEX management  h o p e s  t o  havbd$17 m i l l i o n  i n  l o a n 8  o u t r t a n d i n g  by  
p e a r  e n d  1 9 8 8 .  Banco H i p o t e c a r i o  m o n i t o r s  a l l  l o c a l  c u r r e n c y  l o a n e ,  
a n d  r e p o r t s  a11 i n t e r e a t  a n d  p r i n c i p a l  c o l l e c t e d  t o  PUSADES. 
FUSADES rill h a v e  a v a i l a b l e  t h e  n e t  i n t e r e s t  c o l l e c t e d  ( a f t e r  
management  f e t e ,  r e r c r v a  f o r  bad  d e b t s  a r t  d e d u c t e d )  t o  u e e  i n  i t s  
o p e r a t i o n .  



C i t i T r u a t  and i t s  l o c a l  .gene d o  r r i m i l a r  j o b  ro c o r r r s p o n d a n t  f o g  
o f f u h o r e  a c c o u n t u .  DfVAORO a o a t l n u r r  t o  m o n i t o r  t h e  f a c h n i c a l  
r r p a c t o  o f  a c c o u n t o  a f t r r  r l o a n  i s  d i e b u r r a d ,  and a a i a t o i n o  
c o m p u t e r  r c c r r r  t o  m a r k e t  r e p o r t #  f o r  PRIDEX r a d  i t s  own d r t a b e r a ,  

PRIDEX a c t s  a r  r b r o k e r  f o r  USA m a r k e t i n g  o p r r e t i o n r  a t  t h e  
p r o d u c e r e '  r e q u e r t j  h o w e v e r ,  i t  c r a  do  d i r a c t  market in^ i f  d e o i r e d .  

5 . 4  FINANCIAL SYSTEM 

P o l i c y  a n d  P r o c e d u r e  Manua l r  w a r e  d e v e l o p e d  c o  Oova tn  t h e  a r t a n s t o n  
o f  l o a n s  p r o m o t e d  by PRIDEX a n d  DIVACRO. The p u r p o e e  o f  t h i s  Loan 
P o l i c y  t e  t o  p r o v i d e  t h e  PIDEX o f f i c e r  w i t h  a  r e a d y  r e f e r e n c e  P o t  
a n a l y z i n g  c r e d i t  t o  be  e x t e n d e d  f o r  DIVAGAO a n d  PRIDEX c u e t o m e r e .  
T h i s  p o l i c y  h e l p e  t h e  c r e d i t  o f f i c e r  t o  u n d r r r t a n d  e x a c t l y  what  k i n d  
o f  a e e e t o  DIVAGRO a n d  PRIDEX i n t e n d  t o  g e n e r a t e ,  w i t h  w h a t  k i n d  o f  
c u e t o m e r ,  on  wha t  t a r m e  a n d  c o n d i t i o n e ,  w i t h  w h a t  d e l a ~ a t e d  
a u t h o r i t y  a n d  r e q u i r e d  d o c u m e n t a t i o n .  T h i e  d o c u m e n t  h e l p e  e v e r y o n e  
i n v o l v e d  t o  be  a w a r e  o f  a n d  t o  f o c u e  on e x a c t l y  w h a t  k i n d  o f  
b u r i n e e s  i s  d e s i r e d  a n d ,  e q u a l l y  i m p o r t a n t ,  w h a t  k i n d  o f  b u o i n e s s  
d o e r  n o t  q u a l i f y  f o r  c r e d i t .  T h i s  p o l i c y  i e  c i r c u l a t e d  t o  a l l  
p a r t i e s  i n v o l v e d  i n  c r e d i t  t o  make c a r t a i n  t h a t  l o a n e  f i t  t h e  a g r e e d  
c r i t e r i a .  

In e v a l u a t i n g  t h e  e f f e c t i v e n e e s  o f  t h e  F I D E X  Loan P o l i c y ,  t h e  b a s e  
o f  a n a l y s i s  u s e d  was t h e  t e c h n i q u e  o f  d e t e r m i n i n g  v h e t h e r  t h e  l o a n  
p o l i c y  e f f e c t i v e l y  c o v e r e  a t r a n g t h e ,  w e a k n e e s e e ,  o p p o r t u n i t i e s ,  and  
t h r e a t s  o f  t h e  c r e d i t .  Some o f  t h e  minimum e t a n d a r d o  u s e d  w e r e :  

S i z e  -- e . g . ,  i n c o m e ,  n e t  w o r t h ,  a a l e e  v o l u m e s  
F i n a n c i a l  i n f o r m a t i o n  r e q u i r e d  -- f i n a n c i a l  e t a t a m e n t s ,  
a u d i t s  
C h a r a c t e r i e t i c e  -- r e p u t a t i o n ,  c o m p e t e n c e ,  a n d  e t a b i l i t y  
A m o r t i z a t i o n  r e q u i r e m e n t r  
P r i c i n g  -- i n t e r e e t  c o l l e c t i o n  i n t e r v a l e  
A c c e p t a b l e  c o l l a t e r a l  -- mazimum m a r g i n  
F u n d i n g  p o l i c y  
A p p r o v a l  a u t h o r i t i c e  
Documents  r e q u i r e d  -- d o c u m e n t  c o n t r o l  r e o p o n e i b i l i t y  
Document r e g i r t r a t i o n  r a q u i r a m e n t e  

n. 

The l o a n  p o r t f o l i o  c o a r i e t s  of 1 7  l o a n e  t o  f i n a n c e  1 0  d i f f e r e n t  
p r o j e c t s  w h i c h  a r e  r u p p o r t n d  by f i r r t  o r  r e c o n d  m o r t a a g e s  on  r e a l  
e s t a t e  a n d / o r  e q u i p m e n t .  

DEVELOPYEST ASSOCIATES, ISC. - 



LOAN PORTFOLIu lIDLX 

May 31,  1988 

Loene Approved 

H o d 0 1  ( A )  2 l o e n r  f o r  60.273 m i l ' i i o n  
Model (B) 1 5  l o r n a  f o r  $1 .973  a i l l i o n  

Loene Diabu raud  

Model ( A )  2  l o a o e  f o r  $170 ,000  
Model (B) 5 l o a n a  f o r  $ 1 , 6 7 6 , 0 0 0  

Loans D r c l i n e d  

Model ( 8 )  2 l o a n r  f o r  $129 ,587 .02  

Loans O u t e t a n d i n g  

Model (A) 2 l o a n s  $170 ,000  
Model (B)  5 l o a n e  $ 1 , 6 3 6 , 0 0 0  

T o t a l  A I D  f u n d i n g  - A v a i l a b l e  f u n d i n g  Model A & B Loans 
( i r r i g a t i o n )  - A v a i l a b l e  f u n d i n g  f o r  m a q u i l a  and  l i g h t  
i n d u e t r y  - A v a i l a b l e  f u n d i n g  f o r  a g r i b u s i n e s s  and  

t a q u a c u l t u r e  (DIVACRO) 

Loane d e c l i n e d  by C r e d i t  Committee:  

1, The l o a n  f o r  $99 ,148 .55  was d e c l i n e d  b e c a u s e  t h e  b o r r o w e r  was 
b e i n g  s u e d  by a l o c a l  bank f o r  non-payment o f  l o a n s .  

2 . T h e  l o a n  f o r  $30,439.27 was d e c l i n e d  b e c a u s e  t h e  p r o j e c t  
l a c k e d  s u f f i c i e n t  i r r i g a t i o n  w a t e r .  

The c r i t e r i a  f o r  a p p r o v i n g  l o a n e  t o  f i n a n c e  m o s t l y  new v e n t u r e s  a r e  
b a s e d  on o b t a i n i n g  up  t o  1 5 0  p e r c e n t  p a r a n t e e  i n  r e a l  a r r e t r .  
However, i n  c e r t a i n  j u r t i f i r b l e  c a s e s ,  t h e  Loan Committee r a y  r e d u c e  
t h i s  r e q u i r e m e n t  t o  133 .33  p e r c e n t .  T h i s  i r  n o t  a n  u n r e a r o n a b l e  
p o l i c y ,  b u t  a  b a l a n c e  mur t  bq  m a i n t a i n e d  be tween  h a v i n g  t o o  mtrict  
o r  t o o  g e n e r o u s  a n  In o r d e r  t o  e r t a b l i r h  t h e  - 
p r o p e r  c r e d i t  go81  l a  t o  e n a b l e  RIDEX t o  
d i s b u r s e  c a r h  f l o w  t o  h e l p  PUSADES 

b e  come , a s l f l r l l U  - '.- /- 
D e t a i l s  on t h e  l o a n s  app roved  a r e  i n c l u d e d  i n  Annex D. 



Tho Committee Mrmbera r r r  w e l l  q u a i l f i r d  t o  r o t  an t h i r  a o m m l t t e r .  
Tho P o l i c y  Manual c o v r r r  r a d  a x o a r d o  t h o  r b o v r  m i n i m u m  a t r a d a r d o  t o !  
good c r r d i t .  You may r r g u r  t b r t  the  a o Z Z a t r r r 1  r r q u i r r a r n t r  c a y  b r  
r t c a r r i v r  f o r  t h a  t y p e  o i  d r v r l o p o r n t  l o r n r  which r r r  b r i n g  
a p p r o v e d .  Howrvrr ,  t h e  l o r n a  b r i n g  mrdr r r p t r r r n t  r u b r t r n t i r l  r l r k ,  
and r i n c a  P I D E X  i r  j u r t  r t r r t i n g  o p r t a t i o n r ,  e r u t i o n  l c  u r r d  i n  
a p p r o v i n g  c r e d i t .  A t  r h i r  f i r r t  r t r g r  o f  o p e t a t i o n ,  t h i r  more 
c o n o a r v a t i v e  t h i n k i n g  i r  no rma l  and r h o u l d  be purmurd u n t i l  a v e r y s n c  
i n  FIPEX and t h e  Loan Commi t t r r  t e a l  o o a i o r t r b l o  w i t h  t h e  o p e r a t i o n ,  

The l o a n r  t h a t  a r r  b r i n g  p t o c e r r r d  r r r  h i g h  r i r k  and  r r r  r r l d o a  mad4 
by l o c a l  commrrc i a l  bank r .  Thr  a n l y  l o r n r  t h a t  r r r  u r u r l l y  mado b y  
l o c a l  banks  c a n  be d i r c o u n t r d  a t  t h e  C a n t r a l  Brnk o f  l#1 S a l v a d o r  
unda r  r p e c i a l  l i n a o  of c r e d i t  a t  f a v o r a b l e  i n t e r r r t  r a t e r ,  

C o n s i d e r a t i o n  r h o u l d  be g i v r n  t o  t h e  f a c t  t h a t  PIDEX i r  i n  ~ Z S  
i n c e p t i o n  r t a g a ,  and i s  follow in^ r c o n a a r v a t i v r  l a n d i n g  p o l i c y  t o  
d e v e l o p  a l o a n  p o r t f o l i o  t h a t  c a n  be c o l l e c t a d  i n  t h r  f u t u r e .  I n  
t h e  I n i t i a l  e t a g r  of o p e r a t i o n ,  t h e  c o n r e r v a t i v r  road  would be morr  
a p p r o p r i a t e  u n t i l  e t a f f  .nd t h e  C r e d i t  Committea l a i n  more 
e x p e r i e n c e  i n  t h i r  t y p e  o f  p r o j r c t  d r v r l o p m r n t  f i n a n c i n g ,  

The P r o c e d u r e e  Manual ham we l l  d e f i n e d  p r o c e d u r r r  and  t h r y  a d h e r e  t c  
t h e  app roved  Loan P o l i c y .  The c r e d i t  memorandum which i s  p r e p a r e d  
f o r  e a c h  l o a n  r e q u e e t  i e  d e t a i l e d  and m e e t s  t h a  r e q u i r e m e n t s  of both 
p ~ l i c i e e .  

The FUSADES Board of D i r e c t o r s  h a r  d e l e g a t e d  t o  t h e  C r e d i t  Committea 
t h e  n e c e s s a r y  power t o  a p p r o v e  o r  d e c l i n e  c r e d i t 0  g e n e r a t e d  u n d e r  
t h e  USAXD Agreement Number 0287 w i t h  c o m p l e t e  autonomy. The 
c o m m i t t e e  muat have  a quorum o f  3 members t o  a c t  on  a c r e d i t .  
1 n c r u d e d  i n  t h e  d e l e g a t e d  a u t h o r i t y  of t h e  c o m m i t t e e  i r  a  c l a u s e  on  
c o n f l i c t  o f  i n t e r e s t  which  r t a t r r :  

I n  a c c o r d a n c e  w i t h  t h e  P o l i c y  of C o n f l i c t  o f  i n t e r e a t ,  i n  t h e  
c a s e  t h a t  any  member o f  t h e  I n v e s t m e n t  Pund Committee ( C F I )  
h a s  any  f i n a n c i a l  i n t e r e s t  i n  t h e  c r e d i t  p r e r e n t e d ,  b e  i t  a s  
a n  i n d i v i d u a l  o r  company, t h e  member w i l l - n o t  p a r t i c i p a t e  i n  
t h e  v o t i n g .  

The e x c t c u t i v e s  and managers  a r e  a w a r e  of  t h e  i n r i d e r  e o n f l i c t  o f  
i n t e r e a t  by which t h e y  mumt a b l d e  u n d e r  t h e  USAID A g r r e m e n ~ .  No 
e v i d e n c e  was found  t h a t  a n y  l o a n r  have  b r e n  e x t e n d e d  t o  a n y  memberr 

"of t h e  c r e d i t  c o m m i t t e e ,  a n y  p a i d  r t o f f  member, e r e c u t i v e r  of 
PUSADES, any  f a m i l y  membrrr ,  and  any  b u r i n e r r  c o a t r o l l e d  by  much 
i n d i v i d u a l r e  7 -- 

/' 5.5 OVBBALL POTENTIAL IMPACT 

The f u n c t i o n  of t h i s  d e p a r t m e n t  I s  t o  r u p p o r t  t h e  a c t i v i t i e s  of 
DIVACRO a n d  PBIDEX. It p r o v i d e r  t h e  c r e d i t  r n r l y r i r  f o r  t h e  l o a n s  
g e n e r a t e d ,  l o a n  a p p r o v a l ,  and  the o p e r a t i n g  p r o c e d u r e  f o r  l o a n  f u n d r  
d i s b u r e e d .  
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b )  A d d i n $  d d d i t i a a r l  broeohtaa Eaccutivee w i t h i a  reah p r a d u G t  
g r o u p .  

e )  C t e a t i n a  new produet graupc u n d e r  new Maaegrru. 

d )  U s i n g  outeide aoacultaare ao tequired* 

Option ( a )  o f f e r e  oely fiattad drpandebility, ao the Promotion 
Eaecutives a r e  curranrly trrked heavily, and theit rttrntioa to 
curtent client8 end to mrtketing/proootiona~ activitiea rhould not 
be d i l u t e d  ( b e e  Sections 6.3.1.3 ond 6 . 3 . 1 . 4  following). 

Option ( b )  could provide two or three addirional Erecutivee within 
either of t h e  two lar8er Product Croupa (more within the smaller 
A ~ r i c u l t u r e / A g r i b u r i n e r r  Oroup) without detrimental effectr o n  the 
capacity o f  the Product Group Manager. 

Similarly, under option (c) the present o r ~ a n i z a t i o n a l  alignmeat 
would allow one or two more product group addition6 without 
reriously affecting the span of control of the PRIDEX Director. 
Expaneion, particularly under thio option, would nrcraritrte 
additional staff aupport in the Projects Control and Administration 
functions, end ro an unknown degree in the secretarial area. 

The use of qualified outride consultants to rupplement PRIDEX 
resources and t o  provide product/eervice and opecific technical know 
how is a practice already in use by PRIDEX, and offers flexibility 
i n  ~ n y  of the organitntional options mentioned. 

Additional funcciona map be needed in the area8 of marketing, in 
invegtment, and in Joint venture analpais, a s  well as in any new 
Free Zone development project. The current organization can rupport 
this by addition of r new staff Manager poaition for either o r  both 
functions. 

6.1.2.2 Aiternative organizrtioaal atructure considered: It ie 
believed th6t the present type of relrtively rhallow, 
product-oriented organization bs best ruitad t o  meet the * 
prerequisites of: 

a) Reeponsivenees/faat reaction to varying leva10 of client 
needs, and the rubaequent development o f  a maximum, 
proactive rervice ~ ~ p a b i l i t p .  

b) The beat posriblr dearee o f  PRXDEX staff familiarity with 
a complex mix of burinese and rervice rectora. 

c) Perronalired, rccountable contact with individual clients, 
and subrequant minimization of successive, bureaucratic 
level8 of management. 



To t e d e e i g d  t h e  a r & e a i r d t i o n a l  r t r u o t u r e  e l e n &  f a t aa t l beaL  l i e e e ,  
e . 8 .  b y  g r s u p e  r e a p e a d i b l e  f o r  a l i e e t - p o t e a r l r l  e v r l u r t i o a ,  projijram 
d e v e l o p m a a t ,  e ~ d / o r  p r o m a t i o a  would r e d u a r  t h e  PRlb&X-a l l ea t  
p a t o a n e l  i n t e t f r o a  f a c t o r .  T h i s  l r  i a a r e r r l a $ l y  i a p a t t a n r  a @  t h e  
e i t e ,  Batulity and r e a d y - t o - r t p o r t  q u a l i f i c r t l o a r  o t  the a l i e e t  o r  
p r o s p e c t  d i m i n i u h .  A n y  r r ~ r 8 a n i r a t i o n  would a e r p l i a a t e  t h e  a b i l i t y  
of PRIDEX B g e s u t i v o s  t o  u e d r r e c a a d  t h e  v a r y i n 8  b u o i a r o r  r e p e c t s  o f  
different c l i e a t n ,  a n d  r @ v e r i a l p  h a n d i c a p  r e r p o n ~ i r a a a e r  r t i d  r e a c t i v a  
t i m e e .  

6 6 1 . 2 . 3  T h u  P R f D E X  D i r a c t o r ' r  c o m a u n i c o t t o a  w i t h  b i r  a o u n t t r g s r t e  
a t  D E P S ,  FORTAS, PROPEMl, and  DfVAQRQ i s  f r e q u e n t ,  a l t h o u g h  h e  
e t a t e s  i t  i a  l e e r  s o  w i t h  F O R T A S  a u d  even  l e e r  w i t h  PROPEMl. He 
p a r t i c i p a t e s  i n  O p e r a t i o n s  Committee m e e t i n g o  m o n t h l y ,  o r  

#I8 o c c a s r i o a ~ l l y  b i - w e e k l j .  These s o n t a c t e  p r o v i d e  r o a r  p r o r a l o n g "  of  
new b u s i n e e o / n e w  c l i e n t  l e a d , .  T h e t e  t r  a l r o  Uhe a n n u a l  m e e t i n g  o f  
a l l  FUSADES management i n  which  y e a r l y  p l a n e  a t e  p r e r e n t e d .  

A management t e t r a a t  t o  p l a n n e d  t o  c o o r d i n a t e  work on  t h e  f o r t h -  
coming F i v e  Year P l a c .  

I n t e r f a c e  w i t h  o t h e r  FUSADES g r o u p e r  t h e  PRIDEX Promot ion  E x e c u t i v e  
f o r  A g r i c u l t u r e  and  A s r i b u s i n e s e  works  c l o e e l y  w i t h  D I V A C R O  i n  
e v a l u a t i n g  p r o d u c t  p o t e n t i a l  and i n  e u b e e q u e n t  p romot ion .  Prom t h e  
l i m i t e d  t i m e  p r o v i d e d  f o r  t h e  p r o j e c t  work ,  l i t t l e  i n t a t a c t i o n  on 
t h e  p a r t  of  o t h e r  P R I D E X  E x e c u t i v e e  end  Maaager r  w i t h  FUSADES 
d i v i s i o n a l  c o u n t e r p a r t s  was o b s e r v e d .  Uouever ,  t h e  commencement o f  
t h e  F I D E X  l e n d i n g  p r o c e s s  f o r  PRIDEX programs  c a d  c l i e n t 8  w i l l  c a l l  
f o r  c o n e l d e r a b l e  i n v o l v e m e n t  o f  PRIDEX Promot ion  E x e c u t i v e s  w i t h  
t h a t  f f n a a c i a l  g r o u p .  T h i e  p r o c e e s  h a e  a l r e a d y  been  f o r m a l i z e d ,  
w i t h  t h e  r o l e  of  t h e  PRIDEX Promot ion  E x e c u t i v e  a r  t h e  
c l i e a t / a p p l i c a n t  i n t e r f a c e  and  a d v i s o r  c l e a r l y  r p e l l e d  o u t .  

6 . 2  MANAGEMENT SYSTEMS AND CAPABILITY 

6.2.1 P I  NDINCS 

6.2 .1 .1  The f o u n d a t i o n  f o r  t h e  meaourement o f  p r o a r e r r  a d  c o n t r o l  
i s  t h e  PRIDEX Annual  P l a n .  PRIDEX managemaat r e a a r d r  t h e  1 9 8 8  P l a n  
as  t h e  b a r e l i n e  f o r  r u b r e q u e n t  p l a n n i n g  a n d  c r a l u a t i o n  i na rmuch  a s  
 he A r t h u r  Young program management ended  i n  A u a o r t  1987.  The 1 9 8 8  
Annual  P l a n  h a s  been d e v a l o p a c l ' f r o m  a  " z e r o  b a r e '  r a t h e r  t h a n  
a t t e m p t i n g  t o  b u i l d  upon o r  ccrry o v e r  t h e  A r t h u r   YOU^^ model .  

The c u r r e n t  Annual  P l a n  i r  o r g a n i z e d  i n  a c c o r d a n c e  w i t h  a r t a n d a r d  
PUSADES p l a n n i n g  f o r m a t ,  f r om which  t h e  P l a n  i n d a r  i 8  d e r i v e d .  

6.2.1.2 I n t e r n a l  p l a n  d e v a l o p n e n t  p r o c t r m :  t h e  PBIDEX p l a n n i n g  
a p r o c e s s  i n  c r c r c i v e *  i n  t h a t  i t  grows f rom be low;  i t  b e g i n s  a t  t h e  

day- to -day  c l i e n t  p rogram d e v e l o p m e n t  l e v e l .  Each P romot ion  



t r e e u t i v e  r a v i r w r  r h e  i n d i v i d u a l  a l l r a t  company ha i r  ra@poatt ibla  
I f o r  aed fataarmrc q u a r t e r l y ,  by a l l r a t  o t  p r 2 r p a e t i v a  c l i a n t ,  t 4 r i  

- Numbrr o f  nrw jobr r f p a a t e d  ro ba c r e r t a d .  - Dollar amount o f  t o t r l g n  e r c h a a j e  t o  be g e n r t a t a d .  
= T e c h n i ~ r l  a r v i r t r a c r  t o  br p r o v i d e d ,  and  a o ~ c .  - Nuabrr  and a o r t  of t r i o r  t o  be a a d r .  - Number and a o r t  o f  s r u d i t a  f o r t h o o m i n g .  - P a r e a r a s  ~ h a n a r a  i a  r s p o r t  r t r t u r .  

Three  f a t e a a r t r  a r a  rav lewod b y  P r o d u c r  g roup  Menagarm, by t h e  
P r o j e c t e  Manager ,  and t a r t l y  by t h e  PRIDEX D i r r c t o r ,  and t h e n  
i n c o r p o r a t e d  i n t o  t h e  Annual P l a a  a& t h e  "Sumnaty o f  Principal 
Uoale"  .Bane%, 

Both t h a e e  q u a n t i t r t i v r  g o r l r  and  o t h a r  q u a l i t a t i v e  onea  a r e  
i n c l u d e d  f n  t h e  f o t a u l r t i o n  o f  PRIDEX'r m i r r i o o  r t a t r m e n t ,  
o b j e c t i v a a ,  strategies, and e x p e c t e d  r e s u l t s ,  d e t a i l e d  i n  t h e  
o p e n i n g  Program D e s c r i p t i o n  r e c t i o n  o f  t h e  Annual  P l a n .  

6 .2 .1 .3  P i v e  Year P l o a t  T h e  p l a n n i n g  c y c l e  i r  a n n u a l  ( c a l e n d a r  
y e a r )  a n d  f o r  f i v e  years3 t h e  1 9 8 9  Annual P l a n  i r  t o  be i n c o r p o r a t e d  
i n t o  t h e  1989-93 P i v e  Year P l a n  now scheduled f o r  c o m p l e t i o n  i n  J u l y  

Goa l s  t o  b e  i n c o r p o r a t e d  i n t o  i t ,  a o  r t a t e d  by t h e  PRIDEX D i r e c t o r ,  
a r e  : 

- To promote i n v e r t m e n t .  

t - To promote  e r p o r t r .  

- To d e v e l o p  " t r ~ d i n g s W t  p r 0 ~ 1 4 i ~ a  S a l v a d o r a n  p r o d u c e r e  
w i t h  c o n t a c t s  w i t h  f o r e i , n  m u p p l i e r o  who would 
r u b s e q u e n t l y  be b u y e r o / c u r t o u e r s  a n d ,  h o p e f u l l y  i n  rome 
c a e e r ,  i n v c s t o r o  i n  S a l v a d o r a n  companies .  

- To d e v e l o p  t h e  i n f r a s t r u c t u r e .  

An i m p c r t a n t  c o n r i d e r a t i o n  f o r  PRIPEX l a  " t o  i n c o r p o r a t e "  
r e l f - r u f f i c i c n c y  i n t o  t h e  F i v e  Year  P l a n ,  a c c o r d i n g  t o  t h e  PRIDEX 
D i r e c t o r ,  F u r t h e r  d i r c u r r i o n  o f  t h i r  o p t i o n  ID f o u n d  i n  S C c t i o n  
6 0 2 . 2 ,  

6.2.1.4 P r o g r r r a  mearurememf 'and c o n t r o l r :  T h i e  p r o c e r r  b e g i n s  a t  
weekly  m e e t i n g r  o f  P romot ion  ~ s e c u t i v e r  w i t h  t h e i r  r e r p a c t i v e  
X a n a g e r r ,  d u r i n g  wh ich  e a c h  E x e c u t i v e  p r e p a r e ,  a Work P l a n  f o r  t h e  
coming week d e t a i l i n g  p l a n n e d  c l i e n t  o r  p r o r p e c t  c o n t a c t r ,  w i t h  
commcnta. I n  a d d i t i o n ,  e a c h  B x e c u t i r e ' r  week ly  C l i e n t  R e a i r t a r  
( l o g )  i s  c o m p l e t e d  f o r  t h e  prev ioum r e e k  and  r ev i ewed .  

C l i e n t  i n p u t  I r  f u r a i r b e d  m o n t h l y  on  "Accomplishment R e p o r t  ?orma," 
r e q u i r e d  by c o n t r a c t .  On t h e r e ,  e a c h  PRIDEX c l i e n t  r e t o  down: 
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I a )  C l i e n t  p r o t i l a  ( " P a r f i l  d e  C l i e n t e r a ) .  

d )  A e y p i o r l  c o n t r r c t  ( f o r  8reurrl  PPIDEX r r r l r t r o a e ~  a o o t h r r  
f o r m a t  i r  u r r d  f o r  f a r r j g n  t r r v r l  6 r r i r t r n a e ) ,  

a 3  Work PLan ( " P l a n  d r  T r r b r j o " )  aomple t ad  j o i a t l y  w i t h  a r c h  
c l i e n t r  t h r a e  w i l l  vary  c o n r i d o r a b l y  i o  fo rmo t  end 
c o n t e n t  with arch c l i e n t  cornpray. 

A l r o  i n c l u d e d  l a  t h a  a l l r a t  r r a t a r  f i l e  rrr c o p i r r  o f  tba  c o a p o n y ' r  
o f f i c i a l  b u r i a a r r  t e $ i r t r o t i o n  and  any r e l a v r n t  c o r r e r p o n d r n c r ,  
t r l r r e a  a n d / o r  a o r k e t  o t u d i e r .  

S e a i n e t r t  a  a e r i e r  0 0  mrnagemeat r r m i n e r r  f o r  c l i r n t a  on  " S ~ t t i n g  
O b j e c t i v e s  and O l a a o i a 8 "  i r  c u r r e n t l y  underway f o r  c l i e n t  t o p  a n d  
r e c o n d - l i n e  a rnagamen t .  Each r a m i n a t  l a a t r  two s a d  o u r - h a l f  d a y s  
and  i a  c o o d u c t e d  by a n  o u t s i d e  mawagemant t r a i n i n $  a p e c i a l l r t .  Tha 
o b j e c t i v e  i r  t o  h e l p  PRfDEX c l i e n t r  do  b e t t e r  job o f  p l a n n i n g  mad 
t h u r  t o  become more c o m p e t i t i v e  i n  e x p o r t  r r l e r .  PRXDEX P r o m o t i o n  
B r e c u t i v e a  a l r o  p a r t i c i p a t s  w i t h  t h e i t  t e r p e c t i v e  c l l e a t m ;  o n l y  one  
c l i e n t  company l a  e n r o l l e d  a t  a t i m e  r o  t h a t  t h e  t x s i n i n l  c a n  b r  
f o c u a r d  oo t h e  i n d i v i d u a l  company, r o d  program c o n t e n t  t a i l o r e d  t o  
p a r t i c u l a r  company n e e d s .  

6.2.2.1 The PRIDE% i n t e r n a l  p l a n n i n g  p r o c e s s  i r  h i u h l y  
p r o f e r r i o a a l  and  p r o v i d e s  p r o p e r l y  d e f i n e d ,  q u a n t i f i e d  g o a l r .  They 
a r e , o r ~ a n i z e d  by b u r i n e a s  r e c t o r ,  by  P r o m o t i o s  E x e c u t i v e ,  and  by 
c l i r n t / p r o c p e c t i v e  c l i e n t .  X t  i s  r e l a t i v e l y  s i m p l e ,  a n d  i t  works .  
L i k e  a l l  ouch  p l a n n i n g ,  i t  i r  d e p z n d a n t  upon t h e  a b i l i t y  o f  t h e  
f i r r t  p e r a o n  i n  t h e  p r o c e a s  t o  make r e a l i r t i c  f o r e c a r t r  i n  e a c h  
c a r e .  The l o n g e r  t h e  e x p e r i e n c e  o f  t h e  l a t t d r  v i t h  l n d i t i d u a l  
c l i e n t r ,  t h e  h i g h e r  t h e  c o n f i d e n c e  f a c t o r  f o r  t h e  f o r e c a a t r .  

6.2.2.2 The F i v e  T e a r  P l a o  war n o t  i n  a f a r m  p e r m i t t i n g  r e v i e w  a t  
t h i r  w r i t i n g .  I n  a n y  c a s e ,  t h e  F i r e  Year  P l a n  f o r m a t  r h o u l d  i n c l u d e  
t h e  f o l l o w i n g  AID-apec i f l ed  a u b j e c t  h e a d l l n e a :  

* 

b) C o a l r  and  o b j e c t f v o r ,  

C )  S t r a t e s y  t o r  broad:ninI t h e  memberrh ip  barn. a n d  m o b i l i z i ~ ~  
r e r o a r c e a  ( v h f c h  a u g g e a t a  p l a n  f o r  e e l f - a u f f i c i c n c y ) .  

I d l  P a t i o n a l e  f o r  c u r r a n t  and  f u t u r e  p ros rama .  

I e )  S o u r c e  a n d  a p p l i c a t i o n  o f  Eundr.  

f )  S t r a t e g y  f o r  rpinoff/termination/r.duction o f  r e l e c t a d  
p t o 8 r a u r  i n  a c c o r d a n c e  v i t h  PUSADES g o a l a  a n d  f u n d i n g  
l e v e l o .  



A d d i c i o a a l  r u b j a c r r  o f f a r a d  f o r  PRIDEX c o n r i d o r a t i o n  r r r r  

- Any l m p l i c r t i o a r  f o r  P R L D E X  of t h e  nrw P U I A D E S  b u i l d i o g ,  

- How t o  a v o i d  b u r r e u c r a c y .  

- How t o  d r v a l o p  i n c r a n r r d  a r a i r t a n c e  t o t  r m a l l r r  f i r m r  i n  
E l  S i i i l vado r t r  p r i v a t e  r e c t o r .  

6 . 2 . 2 0 3  The P R I D E %  p r o g t e r r  a u a r u r e m a n t  and c o n t r o l  r y r t r m  
. p r o v i d e o  t h e  b a r i c  i n p u t  needed  t o  m o n i t o r  program i m p a c t  by c l i e n t  

of  PRIDEX-related job  c r e a t i o n ,  f o r a i g n  r r c h r n g e  ( f X )  a a r n i n g e ,  a n d  
i n v r r t a o a t r .  A #  ouch ,  i t  i r  f u l l y  d e p e n d e n t  on t h a  t i m r l i n e r e  end 
a c c u r a c y  of t h e  month ly  r r p o r t r  f u r a i r b a d  by  t h e  c l i r n t e l e .  
I n f o r m a l  e x c e p t i o n  c o n t r o l  i e  c o n d u c t e d  t o  e n r u r a  t h a t  c o m p l r t r  
r e p o r t a  a r r i v e  e a c h  a o n t h  f rom r a c h  c l i r n t .  

6.2.2.4 I n c e n t i v a s  t i e d  t o  i n d i v i d ~ ~ a l  r t r f f  p r r f o t m a n c e  v e t s u e  
o b j e c t i v e e  have  n o t  been i n s t a l l e d  e l  PRIDEX t o  d a t e  a l t h o u g h  t h i s  
r u b j e c t  i e  u n d e r  c o n a i d e r a t i o n .  I f  r u c h  a  p l a n  i r  t o  be 
r rnp lemrnted ,  t h e  r e q u i r e d  pe r fo rmance  d a t a  i r  a t  hand.  

6 , 2 * 2 . 5  R e p o r t i n g :  t h e  q u a r t e r l y  r e p a r t  f rom PRIDEX t o  FUSADES -- 
and t h e n c e  t o  A I D / E l  S a l v a d o r  -- conveys  a  l o t  o f  t e x t u a l  d e t a i l  on 
r p s c i f i c  a c t i v i t i e e  by and  f o r  d i f f e r e n t  c o m p a n i e r ,  b u t  i t  i s  
d i f j i c u l t  t o  t r a c k  t h e r e  i n d i v i d u a l  a c t i v i t i e e  i n  t h e  p e r r p e c t i v e  of 
a  g i v e n  company ' r  o v e r a l l  e x p o r t  deve lopmen t  p rog ram,  and  
a u b e e q u e n t l y  e r t a b l i r h  a  v a l u e  f o r  a r a i r t a n c e  t o  t ~ a t  company. A 
c o e t - b e n e f i t  e v a l u a t i o n  f o r  e a c h  c l i e n t  i r  n o t  p o r e i b l e ,  i f  i t  were  
d e s i r e d ,  n o r  i e  i t  p o r r i b l r  t o  a r e e e e  i m p a c t  a c r o e r  t h e  boa rd  on 
i n d i v i d u a l  compan ie s  f o r  t h e  program d u r i n g  a g i v e n  p e r l o d .  

-6.2.2.6 C l i e n t  program p l a n n i n g :  t h i s  p r o c e e r  i s  i n f o r m a l  and 
f o l l o w e  no  s e t  r e q u e n c e .  T h e r e  i r  c o n r i d e r a b l e  f l e x i b i l i t y ,  
d e p e n d i n g  upon o a t h  c l i e n t ' r  p o t e n t i a l  and r e a d i n e r a  f o r  e x p o r t ,  and 
t h e  t y p e  a n d  a n t i c i p a t e d  e x p o r t  r a l e r  volume o f  p r o d u c t .  ? o r  
p u r p o s e s  of t r a c k i n g  c l i e n t  p r o g r r r e  i n  8 0 ~ i n g  a h e a d  i n  ' c a p a b i l i t y  
t o  e x p o r t , , "  PRIDEX h a r  e r t a b l i r h e d  f o u r  " r t a t u r "  l e v r l s :  

S t a t u r  1). " I d e a  o r  pr ; -pro3ect  r t a g e .  a -- 
29. " P r o d u c t  now e x i o t a .  " 

3 ) .  '(Company) has e x p o r t  c a p a b i l i t y . "  

4). "(Company) now e x p o r t i n g :  n e e d s  t o  expand  
m a r k e t r ( r ) .  I 



Tkeae o t a t u e  c h a n a a r  r r a  rhown QU q u a r e a r l y  r e p o r t r  end a t e  a maanr 
toward  r t r a l u a t i n g  program e f t ~ c t l v e n a a s ~  They a r e  b roken  down by 
q u a r t e r  and by b u r i n r r s  r r c t o r  and  compared t o  t h e  t o r r c a s t r  i n  t h e  
Annual P l o n .  

The c l i e n t  r e m i e a r  program c o n f t o n t a  head-on one of  t h e  ma jo r  
c h r l l a n g e r  f a c i n g  PRIDEXs t h e  p o r v a o i v e  l o c a l  l a c k  of t h r  n a c e o o a r y  
a t t i t u d e / m a n c r l i t y  f o r  r u c c e o r f u l  company r r p o r t  o r l r o t r t i o n  and 
o r g a n i a a t i o n ,  i n c l u d i n g  t h e  d i f f i c u l t  t t e n r i t i o n  f rom a low volume,  
h i g h  m a r a i a  o p e r a t i o n  t o  8 h i g h  vo lume,  l o w  marg in  f o o a a t ,  w i t h  t h e  
added v i t a l  i n g r e d i e n t  o f  c a n o i r t e n t  e x p o r t  ma rke t  l e v s l  q u a l i t y  
! lQCb008fy.  

6 . 3  PROGRAM EPPBCTIVENESS 

6,3.1*1 S e r v i c e s  t o  beneficiaries i n c l u d e :  

- T e c h n i c a l  A e a i e t a n c e  ("TAW) c o v e r i n g  o n - t h e - j o b  t r a i n i n g ,  
TA w i t h i n  t h e  b e n e f i c i a r y  company o r  w i t h  o u t s i d e  
r e s o u r c e s  ( i n c l u d i n g  l o c a l  and  f o r e i g n  s e m i n a r s )  and 
s t u d i e s  of v a r i o u s  t y p e s .  

- T r i p s  t o  a g s e s s  m a r k e t s ;  t o  make c o n t a c t s ;  t o  p a r t i c i p a t e  
i n  f a i r e  ( w i t h  o r  w i t h o u t  c l i e n t s ) ;  and  t o  f u r t h e r  T A .  

\ - Loans ( v i a  FIDEX) f o r  c a p i t a l  equ ipmen t  from t h e  USA. 
The Promot:lon E x e c u t i v e  i s  t h e  c h i e f  o r g a n i z e r  a n d  
p r o v i d e r  o f  s e r v i c e s ,  w i t h  t h e  s u p p o r t  and g u i d a n c e  of  h i s  
P r o d u c t  Croup  Manager.  

P romot ion  E x s c u t i v e e  f o r e c a s t  s e r v i c e s  t o  be p r o v i d e d  w i t h  e s t i m a t e d  
c o s t s  and i n c l u d e  t h i s  d a t a  i n  t h e  Annual  P l a n .  V a r i a t i o n s  i n  
a c t u a l  c o s t s  v e r s u s  f o r e c a s t  a r e  n o r m a l  a s  new c l i e n t s  a r e  added  and 
u n f o r e s e e a b l e  o p p o r t u n i t i e s  a r i s e .  

I d e n t i f i c a t i o n  o f  b u s i n e s s  r e c t o r  t a r g e t s :  16 S a l v a d o r a n  b u e i n e s s  
s e c t o r s  h a v i n g  t h e  h i g h e s t  p o t e n t i a l  f o r  e x p o r t  m a r k e t  dev&lopmen t ,  
l o c a l  and  f o r e i g n  i n v e r t m e n t ,  and  o r a e m b l p  o p e r a t i o n e  h a v e  been  
i d e n t i f i e d  and  a e e i g n e d  t o  t h e  r r r p e c t i v e  p r o d u c t  g r o u p r  w i t h i n  
PRIDEX. These  fol l .ow,  no% i n  a n 9  o r d e r  o f  i m p o r t a n c e ,  w i t h  t h e  
number o f  c l i e n t  cornpani re  i d 2 a c h  r e c t o r  a s  o f  t h e  i r e u a n c e  o f  t h e  
Annual  P l a n  i n  J a n u a r y  1988: 

Companiee 

- C l o t h i n g  Aesembly ( M a q u i l a )  30 - T e x t i l e s  M a n u f a c t u r e  4 - Serv i ce81  ( g e n e r a l )  6 - M e r a l / m ~ t c h a n i c a l  3 



Maqui la  of  r l e c t r ~ a i c o  1 
H ~ n d i c i r f  t o  3 
(3if t o  1 
P h r r m a c r u t i c r l r  ( m o o t l p  c o r m e t i a r )  J. 
Shoes J 
L a a t h r r  0 
Wood 2 
P l a o t i e o  1 
Minerelo 2 
k # r i c u l t u t e  24 

E r h i b i t  6 . 2  d l a g r r a r  t h e r e  o e c t o r a  i n  r o l r t i o n  t o  t h e  i n d i v i d u a l  
p r o d u c t  a r o u p s  and P romot ion  E x e c u t i v e s .  A d d i t i o n a l  c o e p a n i e r  have  
been added t o  t h e  c l i r n t  l l e t  in t h o  f i r a t  f o u r  monthr  of  1988 .  

The p r o c a e e  o f  q u a l i f y i n g  p r o r p e c t i v e  c l i r n t r  i r  p r i a r r i l y  
s u b j e c t i v e ;  t h e  PRIDEX D i r e c t o r  c o n s i d e r r  t h i o  r c t i r i t y  t h e  most 
d i f f i c u l t  p a r t  o f  t h e  p rogram.  The " P % o j o c t  E v a l u a t i o n  Gu ide"  
a s e i e t e  i n  t h i s  by a r a i g n i n g  w e i a h t e d  p o i n t ,  t o  v r r i o u r  a s p e c t s  of 
t h e  p r o o p e c t i v e  c l i e n t ' r  b u e i n e s r  and  a n a l y z i n g :  

Whether  t h e  f i r m  o f f e r s  a c l e a r l y  r s t a b l i r h e d  o b j e c t i v e  of 
n o n - t r a d i t i o n a l  p r o d u c t / e a r v i c e  expor tm t o  e x t r a - r o g i o n a l  
marke t e  ; 

Whether  t h e  p r o j e c t  r e p r e r e n t e  e n  e x p a n s i o n  o f  c u r r e n t  
c l i e n t  a c t i v i t i e e  o r  a  c h a n g e  i n  b u s i n e r r  r t r a t e g y ;  

Whether economic  a e s i e t a n c e  -- i f  r e q u e r t e d  -- i s  
c o n e i d e r e d  a n  o p e r a t i o n a l  e x p e n s e .  

F e a e i b i l i t y ,  i n c l u d i n g  a d e q u a t e  c a p a c i t y ,  i n f r a s t r u c t u r e ,  
and company f i n a n c i a l  s t a b i l i t y  ( w i t h  r a t i o s ) .  

I m p a c t ,  i n  t e r m e  o f  

- C r e a t i n g  s u f f i c i e n t  new j o b s ,  a t  a  c o a t  p e r  j o b  
a p p r o p r i a t e  t o  t h e  e u p p o r t  t o  be  p r o v i d e d ;  

- G e u e r a t i n g  enough f o r e i g n  exchange  t o  j u s t i f y  
FUSADES/PRfDEX r u p p o r t ;  a n d  

)r - C r e a t i n g  new i n v e r t m a n t e  wh ich  w i l l  a f f e c t  o t h e r  
S a l v a d o r a n  b u s i n e s s e r  p o r i t i v e l y .  

The company 's  c a p a q i t y / r b i l i t y ,  ar c o n f i r r e d  by -- - Documentab le  e v i d e n c e  o f  e x p e r i e n c e  i n  i t r  c u r r e n t  and  
p r o p o e e d  a c t i v i t i e s .  

- C r e d i t  a n d  c o m m e r c i a l  r e f e r e n c e e .  

- E v i d e n c e  o f  t h e  a b i l i t y  t o  a p p l y  r u f f i c i a n t  r e s o u r c e s  
t o  make t h e  p r o j e c t  e u c c e s e f u l .  





T h u r ,  a o e l r  f o r  e l l  t b r r o  a r i t i c r l  a t v e d r t d ~  wrrr e r a r e d a d  i n  c h r  
f i r r t  q u a r t e r  r t  a c o a t  26 p r r a e a t  unde r  b u d g a t *  

8 t 3 t 1 , 4  M r a k e t l a g  t h e  P R I D E %  pro$ramr a l c b o u ~ b  P R I D L X  i r  
c o a s i d r r e d  %he  " a r r k r r i n g  a rmH of t U S A D t S  by  O U I A D H  maab#emrat ,  f b e  
o o t k a t i r ~ g  f u a c t i o n  w i t h i n  P R Z D L X  i r  a n  i n f o r m a l  o n e .  Tbr b o l a  
r r f r r d n c @  t o  new b u e i a a r a  d e v r l o p o e n s  i r  found i u  one a t  t h e  
r 6 r p s a e l b i l i t y  d a t l a i t i o n r  r r r i a n e d  t o  t h a  p o r i t i o a  of P romot l ea  
E t e c u r i v e t  

1. To p t o a o t e  i n v e s t m e n t r  and C O - i n v a r t m o n t a  and t o  d e v e l o p  
p r o a r a a s  I 

The P R I D E %  budge t  f o r  A d v e r t i r i n ~ ,  Publications r a d  P r o a o t i o n  i e  t h e  
l r r g f t ~ t  w i t h i n  PUSADESj t h e  l o c a l  t o t a l  o f  US$106,700 t e p r e r r a t s  4 . 5  
p e r c e n t  of  t h e  o v e r a l l  PRIDEX program b u d a e t  f o r  1988 .  

The PRlDEX m a r k e t i n g  f u n c t i o n  i r  a l r o  X r r 8 e l y  a  permonal  o n c e  
P r o d u c t  Group Managere and t h e i r  P r o n o t i o n  t x e c u t i v e r  a c t i v e l y  
p u r s u e  new S a l v a d o r a n  c l i e n t  p r o r p a c t r  which a re  r e f e r r e d  t o  them by 
management,  member8 of v a r i o u s  PUIADBS Commiraionr ,  t r a d e  and  
p e r u o ~ a l  c o n t a c t r ,  r e f e r r a l s  f rom c l i e n t r ,  meminrr c o n t a c t s  and  
o c c a c i o n a l  "walk- in"  p r o r p e c t r .  Promot ion  of i n v e $ t m e n t r  by 
S a l v a d o r a n  compan ie s  i r  c o n d u c t e d  by Promot ion  B r o c u t i v e r  and  
P r o d u c t  Mbnagers ,  a r r i s t e d  ur n e c e r s a r y  by PUSADES D i r e c t o r e ,  
Commiesion a c o b e r r ,  t h e  E x e c u t i v e  D i r e c t o r ,  a n d  t h e  PRIDE% D i r e c t o r  
h i m s e l f .  

T h i s  r e p r e s e n t s  a r e c e n t  change  i n  r m p h a r i r  on invemtment  r o u r c i n $ ,  
f r a a  t h e  o r i g i k r l  r t r a t e g y  o f  c o n c e n t r r t i n g  on U.S. i n v e r t o r  
p r o s F e c t s .  Owing t o  t h e  n e g a t i v e  i o p r e r r i o n  many o f  t h e r e  have  had 
o f  t h e  S a l v a d o r a n  b u s i n e r r ,  e c o n o a i c  and  p o l i t i c a l  c l i m a t e ,  
PUSADES/PRIDBX e f f o r t *  t o  a t t r a c t  i n v e r t m e a t  a re  now b a i n a  f o c u r e d  
on S a l v a d o r a n  r o u r c a r .  

PRIDEX P r o d u c t  Croup Managerr and  P romot ion  E x s c u t i r e m  make numerour  
t r i p e  a b r o a d  t o  r e s e a r c h  m a r k e t  and  p r o d u c t  p o t e a t i a l ,  t o  p romote  
S a l v a d c r a n  p r o d u c t 8  and r e r v i c c r ,  t o  i d a n t i f y  c u r t o m e r s  and 
p r o s p e c t i v e  ' m a q u i l a '  s o u r c e s ,  t o  o b t a i n  t e c h n i c a l  i n f o r m a t i o n  a n d  
u p d a t e s  on new t e c h n o l o g i e r ,  a n d  t o  a t t e n d  m e n i n e r r  a n d  p a r t i c i p a t e  
i n  t r a d e  showm. Nine ty-one  much t r i p m  are  p l a n n e d  f o r  1 9 8 8 ,  o f  
which  21 were t o  have  been  c o m p l e t e d  i n  t h e  f i r m t  q u a r t e r .  The 
a c t u a l  number o f  t r i p r  t a k e n  i n  t h a t  p e r i o d  was 18. O t h e r  t h a n  t h e  
p l anned  number o f  t r i p r  p e r  q u a r t e r ,  t h e r e  are  n o  pro-met 
r e q u i r e a o n t r  f o r  PRIDEX e x e c J g S v e s  t o  purmue new b u r i n e a r ,  o t h e r  
t h a n  h a v i n g  t+- meet the  p r o j e c t i o n m  f o r  now j o b  c r e a t i o n ,  f o r e i g n  
exchange  e a r n i n g s ,  a n d  invemtment  d o l l a r r ,  wh ich  a l l  re la te  t o  t h e  
s e n e r a t i o n  o f  new burinemm from e x l a t i n s  c l i o n t r  a n d  t h e  a d d i t i o n  o f  
new ones .  

S u p p o r t  i n  m a r k e t i n g  communica t ion r  and  p u b l i c  r o l a t i o n m / p u b l i c  
a f f a i r s  i s  p r o v i d e d  by t h e  PUSADES r t a f f  s t o u p .  T h i r  t a k e r  t h e  form 
o f  p r o d u c t - s p e c i f i c  b r o c h u r e r  ( a 0  i n  t h e  came o f  a n  '807' 
E n g l i s h - l a n g u a g e  b r o c h u r e  p roduced  f o r  t h e  t a x t i l e  m e c t i o n  o f  
PRIDEX), a n  B n g l i r h - l a n g u a g e  b r o c h u r e  d o m c r i b i n g  PRIDEX i n  a e n e r a l ,  



n r a o  a a r d r l p l e c r  a l t a r  t o r  a a m l n r r r  &ad  a a ~ f r r r a a a a ,  w t r p - r r o u e  
t o l d r r o  f o r  h i t r r e e u t a  r a d  p r e a a  r r l r r r r r ,  a t  r1. Work l a  uade  
on  u new R e # l i r h - l r n g u r g a  b o o k l r t  p romot ing  m r q u i l r  o p a r r t i o n r ,  
i ~ v a r t o r a t  i n  E l  I r l v r d o r ,  and a r p o r t  a r l r a  of l r l v r d o r r n  produ  
Thde P U S A D t S  r t r t f  g roup  r l r o  o r g r a l r r r  r a d i o  a o a f r r a n a r o ,  p r r r  
p r r o c ~ t a t l o n e ,  a t a . ,  red r r r t r t r  l a  g ~ n a r r l  wSth P l Z D E X  ranr$em 
r r l r t i o o m  w i t h  t h r  numbat o f  ' p u b l i a r '  w i t h  whish i t  draLot 

P U 8 A l M  mrabrrmhlp  - p t o r p e a t i v a  mombrrr 
E l  B a t v r d o t  p i i v r t a  r r a t o r  i n  ~ r n a t r l  
B 1  S r l v r d o r  Oovarnmrat  
T t r d r  a a o o c i a t i o a a  and  o t h e r  i n f l u r n a a  a r o u p r  
U S A Z D  - o t h e r  " b e n r f r c t o r a "  
F U S A D E S  program b r a e f i c i r r i r r  
U . 9 .  c u r t o m a r  and i n v e s t o r  p r o s p e c t s  
L o c a l  Media - U . S .  media 

6.3.2.1 S e r v i c e a  t o  c l i e n t a r  i n  l n t e r v i a w r  w i t h  P U D E X  c l i r n t  
o n l y  a e r v i c e  not c u r r e n t l y  b r i n g  p r o r i d e d  war r a i d  t o  be  t h a t  o  
p r o v i d i n g  r e a r o n a b l e  l o a m  f o r  v o r k i n g  c a p i t a l ,  o f  which  a  numb( 
f i r m e  a r e  e x p e r i e a c i u g  a  r h o r t a g a .  T h i a  i n  t u r n  hamper@ p r o d u c t  
d e v e l o p m e n t ,  q u a l i t y  a n h r n c e m e n t ,  t e c h n i c a l  and m a n a 8 e r i a l  t r a i l  
and  f o r e i g n  b u a i n e o a  t r a v e l .  A r e v o l v i n g  l i n e  of  c r e d i t  war n e ~  
a c c o r d i n g  t o  s e v e r a l  r e o p o n d r n t e .  

PRIDEX r e r v i c e r  g e n e r a l l y  ware  h i a h l y  r a t e d ;  roma o f  t h e  e s e c u t  
i n t q r v i e v e d  were  n o t  aware  o f  t h e  f u l l  r a n g e  of  r a r v l c e r  s f f e r r l  
Ten of t h e  e x e c u t i v r a  c o n t a c t e d  were  a a k e d  t o  c o m p l e t r  a n  Sn fo r l  
q u e a t i o n n a i r e ,  t o  i n d i c a t e  which a a r v i c r r  were  b a i n g  u r r d  a n d  wl 
were  d e s i r e d ,  t h e  o r d e r  o f  i m p o r t a n c e  of  e a c h  a r r v l c a ,  and  how 
e f f e c t i v e  e a c h  war f e l t  t o  b r .  Whi le  t h e  r ampla  i r  a d m i t t e d l y  a 

a m a l l ,  t h e  r e p l i e r  g i v e  a n  i n d i c a t i o n  of  t h e  w ide  a p p l i c a t i o n  o ,  
r p e c t r u m  o f  PRIDEX r e r v i c a s ,  t h e i r  r e l a t i v e  i m p o r t a n c a  t o  t h e  U I  
and o p i n i o n s  of  t h e i r  e f f e c t i v e n e r a .  

P a r u l t r :  e a c h  o f  t h e  a a r v i c e a  l i a t e d  i n  t h e  q u o a t i o n a i r 8  was U I  
m e a n t  three compan ie r .  The r e r v i c e s  r anked  h i a h e a t  i n  
i m p o r t a n c e  were :  C 

- m a r k e t i n g  a r r i o t a n c e ; f  - i a t r o d u c t i o n a  t o  f g r a i a n  c u r t o m a r r ; +  - p a r t i c i p a t i o n  i n ~ i _ q r e i g n  t r a d e  rhowr ;  - m a r k e t  p o t a n t i 8 1  r t u d i e r ,  f o l l o w e d  c l o r a l y  b y ;  a n d  - t e c h n i c a l  a a r i a t a n c e  i n  p r o d u c t i o n  t r a i n i n g .  

* ~ a n k e d  even .  



Ochar o a r v i c a r  t h a t  w e r r  d r r i f r d  b u t  o o t  u r r d  i e e l u d r d r  

m r a r a r m r n t / p l & n n l n ~  t r r i n i a t  ( o n e  m r e t i o n  f o r  t h i r  and 
f o r  a r a h  o f  t h e  t o l l o w i n g l ~  

I - t r c h n l a r l  a r r i r t r n a e  i a  p t o d u a t  d a v r l o p a r n t l  

I - t a c h a l o e 1  a r r i r t o r a a r  i n  p r o d u a t i o a  t r r i a i n g j  

I - m a r k e t i n g  a a o i r t r n c a l  

I - marke t  p o t e t a t i a l  r t u d i @ a i  

I - i n t r o d u c t i o o r  t o  f o r e i g n  b u y e r o j  

I - p a r t i c i p a t i o n  i n  f o t e i u n  t r a d e  showr ;  and  

I - c r e d i t  f o r  f ixpans ion .  

W r i t e - i n e  c a n c r r n i n g  u n l i o t e d  o e r v i c e a  were  few1 ment ioned  were  
" r h i p m e n t  o f  r a m p l e r , "  " e x e c u t i v e  teamwork* raci " t e c h n i c a l  
a r e i r t a n c e  i n  t h e  f a b r i c a t i o n  p r o c r r r . "  

PRIDEX'e s t r a t e g i c  d e c i r i o n  t o  c o n c e n t r a t e  on t a r g e t  f i r m e  h a v i n g  
t h e  g r e a t e s t  immed ia t e  p o t e n t i a l  f o r  e x p o r t  r a l e r  ( o r  r r l e s  
i n c r e a s e s )  i r  b e l i e v e d  t o  be a n a c e r r r t y  and p r a g m a t i c  one .  The 
a l t e r n a t i v e  would be t o  f o c u o  on r m a l l a r ,  younge r  firms. B r i n g i n g  
t h e e e  up t o  t h e  l e v e l r  o f  m a n a g e r i a l  a t r e n g t h  and  p r o d u c t / r r x v i c e  
q u a l i t y  s u f f i c i e n t  t o  compete  r u c c e r r f u l l y  i n  f o r e i g n  m a r k e t r  would 
i n v o l v e  a  g r e a t  d e a l  o f  t i m e  and  commitment o f  r u b r t a n t i a l  P R I D E X  
human r e e o u r c e r ,  i m p l y i n 8  i n  t u r n  a  h e a v i o r  and  more l r n g t h y  
r u b r i d i z a t i o n  by U S A I D .  

One e x e c u t i v e  r t a t r d :  P R I D E X  d i r c r i m i n a t e r ,  b u t  h r r  t o .  Some 
p r o d u c t s  e l m p l y  a r e n ' t  e x p o r t a b l e .  Ano the r :  A i d i n g  r m a l l  compan ie s  
i r n ' t  c o s t - e f f e c t i v e .  H e l p i n g  l a r g e r  and  medium-rized compan ie s  

' h e l p r  t h e  r m a l l e r  o n a r  i n  t u r n .  You c a n ' t  r t a r t  a t  t h e  bo t tom.  

A p a r t i a l  r e s o l u t i o n  o f  t h e  prob lem of  r e r v i n a  r m a l l e r  S a l z a d o r a n  
f i r m e  l i e e  i n  P R I D E X  r a r v i n g  as a n  o r g a n i z e r  o f  r m a l l e r  compan ie s  t a  
s e r v e  a e  r u b c o n t r a c t o r r  t o  l a r g e r  o n e s ,  wh ich  i n  t u r n  would be t h e  
e x p o r t a r r .  P R I D E X  management i r  aware o f  t h i r  a p p r o a c h  a n d  p l a n e  t a  
f u r t h e r  i t  w h e r r v r r  a p p r o p r i a t e .  

7 -- 
6.3.2.2 The e f f r c t i v m e 8 r  o f  t h e  P R I D E X  a a n a a r m e n t  r p r t e m  i n  
m e e t i n g  i t r  e r t a b l i r h e d  s o a l a  b a r  o n l y  berm o b e e r v a b l e  f o r  t h e  f i r s t  
q u a r t e r  o f  t h e  c u r r e n t  y e a r .  In  t h i r  l i m i t e d  t i m e r p a n ,  t h e  r e s u l t 8  
have  been  i ~ p r e r r i v e .  Whether  t h i s  l e v e l  o f  p e r f o r m a n c e  c a n  be 
m a i n t a i n e d  i n  t h e  f a c e  o f  r i r i n g  p r o j e c t i o n 8  f o r  t h e  b a l a n c e  o f  t h e  
y e a r  w i l l  b e a r  w a t c h i n g .  ( F o r  p r o j e c t i o n s ,  r o e  E x h i b i t s  2 .2 ,  2 .3  
and. 2 .4 . )  



The  oyetam i t r e l f ,  and i t r  rppfiaetiea and a o a t t e l & ,  r r r  j u d a e d  f 6  
be a x e e l l a n t  by rny r r r a b r r d e .  I 
6.3.2.3 The  ramr manrgemret  r y r t r m  p o t m i t r  q u a n e i t r c i v r  r v t i l u o t i a a  
of g e r t o r m a a c r  o t  Promot ion  E r e a u t t v d r  oad P r o d u c t  Oroup H r n r g s r r ,  
ne n o t e d .  Moat o f  t h a u r  r r r  rrerot  h i r r r  w o r k i n g  w i t h  PIW a l i ~ a t e  
o v e r  a s h o r t  t i m e  p a r i o d .  A e  t h e  e s p r r i r a o r  of  t h e  PRIPEX 
e r e c u t i v e o  a t o t t o  and r h r  a l i r n t  r a l a t i o n o h i p  mrtutrr,  t h i r  
a sea ru rnan t  w i l l  brcomr more mrrnio#fula T b i r  a a t u t r e i e n  migh t  w e l l  
c a l l  f a r  a p p l i c a t i o n  of r a  i n c a n t i v r  pop r y r t e m  t h a t  would r r c o g n i s d  
& a d  t e w a t d  p e r f o i m ~ n c e ~  

6 . 3 . 2 . 4  The P R I D E %  m a r k a t i n g  program fabe.  two b road  a h a l l e r i p e ~ :  
one is  E l  S a l v a d o r ,  t h e  o t h e r  i n  f o r e i g n  m a r k r t r .  Near and l o n g -  
t e rm  r r q u i e i t a s  i n  b o t h  a r r a s  i n c l u d e :  

E l  S a l v a d o r  I 
Near t e r m ;  b r o a d e n i n g  t h e  P R I D B X  c l i e n t  baca t h r o u g h  i n c r e a e o  

a w a r r n e r r  o i  r e r v i c e s  and  documented p o r i t i v e  
r e r u l t r .  

Long t e rm:  h e l p i n g  t o  b u i l d  a  p o s i t i v e  ' e r p o r t  m a n t a l i t y '  i n  
the  l o c a l  p r i v a t e  r e c t o r ;  s u p p o r t i n g  w h r r a v e r  
p o e s i b l r  t h e  t r a i n i n g  of young S a l v a d o r a n s  i n  
management and  e x p o r t  m a r k e t i n g  d i r c i p l i n e r .  

F o r e i g n  Marke ta  
\ 

Near term: i d e n t i f y i n g  and  q u a l i f y i n g  r u i t a b l e  f o r e i g n  b u y e r s ,  
' m a q u i l a '  p a r t i c i p a n t s ,  d i r t r i b u t o r a ,  w h o l e s a ~ a r s ,  
a g e n t r ,  a t  a l e  and p romot ing  S a l v a d o r a n  e x p o r t s  a n  
l o c a l  p r o d u c t i o n  c a p a b i l i t i e s  t o  them on a p r o d u c t  
by -p roduc t  b a s i r .  I 

Long t e rm:  b u i b d i n g  t h e  r a p u t a t i o n  and i a a g a  o f  t h o  c o u n t r y  a 
a  r e l i a b l e  s u p p l i e r ,  a d e p e n d a b l e  s o u r c e  of w e l l -  
q u a l i f i e d  p r o d u c t i o n ,  and a  p r o d u c t i v e  p l a c e  t o  d o  
b u r i n e r a .  * 

Thia  is  a  v a r y  r i z e a b l a  o r d e r  g i v a n  t h e  r e l a t i v e l y  rmall r t a f f  and 
l i m i t e d  r e r o u r c e e  o f  PBIDEX. Whi l e  4.5 p e r c e n t  f o r  a d v e r t i r i n g ,  
p u b l i c a t i o n s  and p romot ion  r i u h t  rrem a n  a c c e p t a b l e  l e v e l  f o r  t h e s e  
f u n c t i o n s ,  t h e  d o l l a r r  i n  agbf..gate a r e  i a r u f f l c i a n t  t o  a c c o m p l i r h  
t h e  o v e r a l l  t a s k .  S p e c i f t c  p l a n s  f o r  t h e  PBIDEX b u d g e t  a r e  unknown; 
t h e  c o n r u l t a n t e  were a l l o w e d  o n l y  a b r i e f  l o o k  a t  t h e  PUSADES 
X r r k e  t i n g  P l a n .  

Any M a r k e t i n g  P l a n  r h o u l d  c o n s i d e r  t h e  r e v e r a l  c h e l l e n g e r  men t ionad  
a n d  r a t  p r i o r i t i a s  f o r  m e t i n g  t h a n ,  as r e r o u r c r r  a r e  l i m i t e d .  Fo r  
example ,  i t  would be i m p r a c t i c a l  t o  a t t e m p t  t o  c o u n t e r  t h e  
w i d c r p ~ e a d  n a g a t i v e  a t t i t u d e  a b o u t  E l  S a l v a d o r  i n  t h e  U . S .  w i t h  a n y  



Any PRfDEX m o r k r t i n 8  p f o a r r m  muoo be d e v a i e p 6 d  t o e  thr l e a l  t r r o ,  
end i t  i r  imporrrnr t o  r s t r b l i r h  r p t o p r t  b a b e  f o r  i t  i e  the  
b e g i a n i a ~ .  I t  i r  b r l i e v r b  i r p o t t r a t  t a  begin t o  ~ B i u k  r b e u t  w o y o  t 6  
eupplement  t h e  p e t o o a r l  oafbaring a f t o r t o  of  t h e  P r o m e t i o ~  
E x e c u t i v e 8  add Pxoduat  Group H&ctagrrrr 

- To make t h e i t  c l i e n t  program drve lopmeae  a c t i v i t & e r  
evaa  more p t o d u a t i v e  &ad t o  a l l 6 w  t h e a  t o  t ekr  ea 
a d d i t i o n a l  c l i e n t r .  

- To p r o v i d e  a  c a a r i r t e n t ,  p t o f e r r i o a a l  l e v e l  of r u p p o r t  
i n  t h e  m a r k e t i n g  f u o c t i o a .  

- To u s e  l i m i t e d  m a r k e t i n g / p r o m o t i o a a l  f u n d r  o r  a f f e c -  
t i v e l y  o e  p o r a t b l e .  

- To a l l o w  e x p a n r l o n  of m a r k e t l a 8  ~ c t i v i t i e a ,  a . ~ . ,  i n  
t h e  U . S .  t h r o u g h  and  i n  a u p p o r t  o f  t h e  Miami o f f i c e .  

- To mar imixc  p r o m o t i o n / r n a r k e t i n g  c o o r d i n a t i o n  w i t h  
c l i e a t e .  

T h e r e  i s  a  need f o r  a p l anned  p r o l r a m ,  a u p l i f i e d  beyond t h e  l e v e l  of 
p r o o i d i a g  b r o c h u r e 8  and  s i m i l a r  r u p p o r t  m e t e r i a l r .  The t e n  
Fromot ion  E x e c u t i v e r  and P r o d u c t  Croup Hanagare  r h o u l d  n o t  be 
c x p a c t s d  t o  b e e t  t h e  m a r k e t i n g  t e r p o n r i b i l i t y  a l o n e  d u r i n a  t h e  
p e r i o d  of expanded PRIDEX a c t i v i t y  t o  come. 

b e 4  FINANCIAL SYSTEMS 

6.4.1.1 Once t h e  a n n u a l  budge t  h r r  beaa  p r e p a r e d ,  P P I D E X ~ f l n a n c i a l  
c o n t r o l  i r  e x e r c i r e d  v i a  q u a r t e r l y  c o a p a r i r o n r  o f  v a r i a b l r  and  f i x e d  
c o o t s  v ? r r u r  t h e  b u d g e t .  O v e r a l l  f i n a n c i a l  mrnr8ement  i 8  p r o v i d e d  
by FUSAOES r t a f f .  

For  t h e  f i r e t  q u a r t e r  o f  i sad , - -cor t .  o f  a11 a c t i r i t i a r  + a t e  
r u b e t a n t i a l l y  u n 3 e r  budge t .  V a r i a b l a  c o r t r  ouch  r r  t e c h n i c a l  
s r r i r t a n c a  and  t r a m 1  a r a  a l r o  i d a n t f f l a d  q u a r t e r l y  by p r o d u c t  g r o u p  
on i n t e r n a l  r e p o r t r .  



L 4 A 2  PAXDgX h r c  Q e e a  givial e o n r i d e r r b l a  ebou$hf t e  
m e l t - r u f f i e i r a a y  i a  thr Loti8 t e r r a  A f  p t r e r n t ,  P I f P E X  is p r y i n 4  
a a i y  a v e r y  r o a l l  prtaratrar  of  i t r  ow9 wry. P l f P t X  e l i r e t a  p r  34 
p r r a r a t  a t  trrvol &ad t r i p  e r g e e n a 6  d i i r a t i y  t e  P O I A D I S  r t t r r  t a 
t r i p  i r  e e o p i a t e d ,  

1, 

6.4.1.3 E q u i t y  p o t t i o i p r t i o n  e i t h e r  a e  a o a p e a a a t i o a  f o r  PRfDBX 
r e t v i c e s  r e n d e r e d  o r  a 8  l o r n  a e c u r i t y  c o u l d  be a  w r y  t o  c o e t r i b u t e  
t o w e r d e  s e l f - r u f f i c i e n c y .  T h i r  i s  t o  be r t u d i e d  by an o u t r i d e  
c o a r u l t a a t  i a  t h e  near f u t u r e .  

6.4.1.4 Loan r e q u e r t r  a r e  t o  be a n a l y r a d ,  a p p r o v e d ,  o x  r e j e c t e d  by 
PIDEX. The PRIDEX D i r e c t o r  r t o t e d  t h a t  t h e r e  were no p r a d i n g  Itbanr, 
l o a n s  i n  p r o c e a s ,  o r  r e f u r e d  l o a n e  f r o m / t o  P R I D B X  c l i e n t s  a r  o f  t h i r  
w r i t i n g .  

6 .4 .2 .1  The c u r r e n t  b u d g e t i n g  and c o o t  c o n t r o l  p roc rmr  i r  
r a t h f a c t o r y .  One c o n c e r n  i r  t h a t  PRIDEX i s  n o t  r p a n d i n g  up  t o  t h e  
b u d g e t e d  l i m i t r .  S i n c e  o n l y  t h e  f i r r t  q u a r t e r  1 9 8 8  r e r u l t a  a r e  
a v a i l a b l e ,  t h i r  s h o u l d  b r  m o n i t o r e d  c l o r e l y  r o  t h a t  i m p o r t a n t  
p r o g r r m r  w i l l  r e c e i v e  t h e  p l a n n e d  l a v e 1  of  a u p p o r t .  A@ n o t e d ,  t h e  
b u d g e t e d  r e s o u r c o r  a r e  l i m i t e d  t o  b e g i n  w i t h ,  r a p a c i a l l y  i n  v i ew  of  
t h e  o b s t a c l e s  and o p p o r t u n i t i e r  f a c e d  by P R I D E X .  

6.4.2.2 Self-sufficiency of  P R I D E X  r h o u l d  be a d d r e a r e d  c a r e f u l l y  
i n  t h a  f o r t h c o m i n g  F i v e  Year  P l a n .  I t  w i l l  ba d i f f i c u l t  t o  d e v e l o p  
any m e a n i n g f u l  p r o p o a a l a  o r  r u p p o r t i n g  f i 8 u r a r  w i t h o u t  a n  d n d i c r t i o a  
o f  U S A I D  p l a n 8  r e g a r d i n 8  f u t u r e  f u n d i n g .  * 

An a d d i t i o n a l  r o u r c e  o f  f u n d *  c o u l d  r e s u l t  f rom P R I O I X  m o d i f y i n g  i t s  
p o r i t i o n  a r  r P o u n d a t i o n  program t o  t h a t  o f  a more a c t i v e  
p r r t i c i p r n t  i n  8 c l i a n t ' m  r x p o t t  commerc i a l  a c t l v l t y ,  e i t h e r  r i a  
e q u i t y  p a r t i c i p a t i o a  o r  porr i 'dLy a r  a r i r k  r h a r e r ,  t a t i n &  a  
p e r c e n t a g e  o f  e x p o r t  a a l e o  r e r r n u r  g e n e r a t e d  a r  a r o r u l t  of P R I D E X  
e f f o r t a .  

6.4.2.3 E q u i t y  p a r t i c f p a t l o n  would b r i n g  v i t h  it t h e  n a r d  f o r  
d e c i r i o n r  r e g a r d i n g  t h e  d e a r e e  o f  a c t i v e  p a r t i c i p a t i o n  PRIDEX s i g h t  
t a k a  i n  management o f  t h e  c l i e n t  company, w i t h  a u b a r q u r n t  
implications f o r  r t e f f i a g  a n d  t h e  o v e r a l l  c o m p o r i t i o n  and  r o l e  o f  





n o u a h t ,  r e l  e t t e a t l y  a p p l i e d ,  i a  i n t a r v i r u i a $  e r n d i d o t a r  f o r  ? l&lDLX 
r t e e u t i v r  p a o i t i o a a ,  r a d  h r r  a r r v e d  t o  br lp  wrtd o f t  o t t r f e  o t  
h i u h r r - p a y i n 4  cmploymrnt rlarwhrrra BRIDtX e x e a u t i v e u ,  b a a r u n e  o t  
t h a i r  e l a n  atid t r r i a i a & ,  a ~ p a a r  t o  br p r t m r  Bumrn trrourcrr .  

A h t o r d r g a b  c l i e n t  b a r e .  T h i r  18 n o t  o n l y  d a r i r a b l e  bur 
necerroey  i f  1988 o b j e c t i v e &  and  8 o r l t  rxr t o  br met.  
T h i r  a u r t  be a c c o a p l i r h e d  w i t h o u t  r e 4 u c i a l  r e r v i c e  t o  
p t t r e n t  a l i o n t r .  

A d i f f e r e n t  m i l  o f  c l i e n t  f i t a r r  t h i r  h r r  b4ea  d i v c u b e e d  
l a  r a c t i o n  6 .3 .2 .2 .  PRIPEX r h o u l d  c o n t i n u e  t o  c o p * e n t r r t e  
on t h e  f i r m  w i t h  t h e  g r e a t e r t  u p - r r o n t  e x p o r t  p, h n t i a l .  
T h i r  c a t o g o t y  w i l l  p r o b a b l y  n o v r r  be c o r p l e t o l 7  d e p l e t e d ,  
a e  a d d i t i o n a l  firm8 move up i n t o  S t a t u r  3 o r  4 .  
C o a c u r r e n t l p  with t h i a ,  P R I D E X  r k s u l d  a t r i v e  t o  b r i n g  
r m a l l e r  f i r n r  t o a e t h e r  w i t h  t h e  l a r g e r  company t l i e n t r  r r  
a u b c o n t r a c t o r r ,  t o  a i d  i n  t h o  'downward' d i r t r i b u t i o n  of  
e x p o r t  ~ t r k e t i n g  b e n e f i t s .  

I n v e s t i n r o t  r o u r c i n g :  SaPvadoran  i n v e r t o r r  r h o u l d  c o n t i n u e  
t o  be t h e  f L r s t  p r i o r i t y  ( w i t h o u t ,  o f  c o u r s e ,  r e f u r i n g  
q u a l i f i e d  f o r e i g n  i a v e r t o r a )  u n t i l  t h e  p o l i t i c a l / e c o ~ o m i c  
e i t u v t i o n  b a r  r e a c h e d  a  more a t t r a c t i v e  l e v a l .  

Mod i f i ed  r @ r v i c u  o f f e r i n g o r  p r e s e n t  t y p e s  of  r o r v i c e r  a r e  
c o n r i d e r e d  r u t i r f a c t o r y  i f  p r o v i r i o a  c a n  bo a a d e  t o  o f f a r  
r e v o l v i n g  l i n e s  o f  c r e d i t  on  a r e a r o n r b l o  b a s i r  t o  
q u a l i f i e d  c l i e n t s ,  v i a  P I D E X .  Any "Buy American" 
r e s t r i c t i o n 8  a t t a c h e d  t o  c a p i t a l  aqu ipmen t  l o a n s  s h o u l d  be 
examined c n r e f u l l y  on a  c a r e - b y - c a s r  b a r i r  by PIPEX,  w i t h  
w a i v e r s  abPe t o  be  g r a n t e d  i n  i n r t a n c e m  whoro t h e r e  i o  a 
s u b s t r n t i a l  p r i e s  a d v a n t a g e  on e q u i v a l e n t  aqu ipmen t  
& v a i l a b l a  o l r e w h o r e .  * 

M a r k e t i n g :  s t e p r  r h o u l d  bo t a k m  t o  f u r t h e r  o r g a n i z e  and  
r t r e n g t h e n  t h e  m a r k e t i n #  f t t u c t i o n  w i t h i n  PRIDBX ( r o e  
" R e c o ~ m o n d a t i o n r ' )  .?-. 

P l a n n i n g :  t h a  f o r t h c o m i n g  Piwe T e a r  P l a n  a h o u l d  r e f l e c t  
t h o  r t r e n g t h a n o d  m a r k e t i n 8  f u n c t i o n  a n d  a180 a d d r o e r  t h e  
q u e s t i o n  of @ e l f - a u f f i e i e o c y ,  w h i l e  a d h r t i o g  t o  
a a t a b l i r h e d  U S A I D  &uide . . i c r r r .  

S t a f f  t r a i n i n g  and  re  sati ion: c o n t i n u e d  a n d  i n c r e a r o d  
a t t e n t i o n  a h o u l d  be  g q s e n  t o  o n r u r o  t h a t  PRIOIX H a n a g e r r  
and  E x e c u t l v o o  - c e i v e  t h e  o n 8 o i n l  t r a i n i n 8  needed  t o  make 





DZVAGRO i r  r p r o g r r e  f n t a n d r d  t o  a i d  in the d i v e r r i t i a r t i o a  of 
, g r i c u l t u t r l  p t o b u o t i o e ,  a a d  r 8 r o i n d u a t r y .  w i t h  a m p h r r i r  upon 
e t p o r t r  o u t r i d e  of t h b  C a a t t r l  Amariaari a a t k e t  a t ea r  It r a e k r  t o  
a a o i e t  p o t e a t i a f  r a d  a c t u r l  p r o b u c r r r ,  p e o c e a a o r r ,  r f p o r t a r r ,  a n d  
i ~ v e r t e r r  t o  e n t v r  l a t o  Q O B - t r a d i t i o n a l  a g r i c u l t u r a l  p r o d u c t i o n  f o r  
arpotr  p u r p o a e r .  ' N o n - t r r d i t i o o r l *  i r  h a r e  d e f i a r d  t o  .era r a y  c r o p  
o t h e r  t h a n  c o f f e r ,  c o t t o s ,  r u 8 a t  c a a a ,  a a d  ah r imp  a r u a h t  i n  t b e  
e r r .  S p e c i t i c a ~ l y ,  i t  18 the o b j e a t i v e  sf DfVAGaO t o  i n v a n t i g a t e  
p o t e n t i a l  p r o d u c t i o n  on f a r m ,  p r o c e r r i n l ,  cad  m a r k a t i n 8  p r e r p e c t r ,  
t o  a e s i r t  e r t a b l i r h m e n t  by d i r e c t  t e a b o i c & l  a r a i m t a a c e  a a d  t h e  
t r a n s f e r  of needed t a c h n o l o g y  t o  producaralprocrrmora/a1~~~rter1) ,  and  
t o  a i d  it t h e  i nvemtmen t r  r e q u i r e d  t o  b r i n u  p r o j m t r  20 f r u i t i o n .  

'he r t r a t a g y  t h a t  DIVAGBO e x p r c t r  t o  f o l l o w  i n  a c h i a v i n ~  i t r  
o t j e c t i v e r  i r  r t o t a l  a y r t e m r  a p p r o a c h .  P i r a t ,  t h e  p o t e n t i a l  
p r o d u c t  i m  i d e n t i f i r 4  t h a t  h a r  a  marka t  p o t e u ~ i o l  o u t r i d e  o f  G a n t r a l  
Amer ica .  Second ,  r e r e r r c h  i r  begun on t h e  r a r i a t ! a r  and  c u l t u r a l  
c o n d i t i o n #  a e c e r r a r y  t o  grow t h e  q u a l l t y  p r o d u c t .  l o l l o w i n 8  t h e  
t r i a l s  and  p i l o t  projects, t h e  a p p l i e d  r e r a r r c h  i n f o r m a t i o n  a n d  
f a a s i b i l i t y  r t u d p  i r  d i r r e s i n a t e d  t o  p o t e a t i r l  i n v a r t o r r  and  
f r , r g e r r .  F i e l d  d a y #  a n d  r e m i n a r r  a r e  h e l d  i n  p r o m e t i n g  t h e  
g o t a n t i a l  new n o n - t r a d i t i o n a l  p r o d u c t r .  T h i r d ,  t h e  i n v a r t o r  i r  
p r o v i d e d  t e c h n i c a l  a r r i r b a n c e  i n  t r a n r f e w r i n 8  t h e  a p p r o p r i a t e  
t e c h n o l o g y  i n t o  a p r o j r t t  p r o p a r a l  and  a v e a t u a l  l o a n  s p p f . J c 8 t i o n .  
F o l l o v i n 8  t h e  t e c h n i c a l  a p p r o v a l  u i t h i v  DIVICRO, t h e  l a a n  
a p p l i c a t i o n  p a r r e r  t o  ?IDEX f o r  a p p r o v a l  by t h e  c r e d l t  c o m m i t t e e  f o r  
f ~ a d i n g .  I f  t h e  a p p r o p r i a t e  c o l l a t e r a l  a n d  c r e d i t  r a f r r e n c e r  a r e  
a p p r o v e d ,  t h e  l o r n  i s  d i r b u r a e d .  P o l l o w i n y  t h e  r p p r o - r r l  of t h e  
l ~ a n ,  DIVAGBO p r o v i d e r  f o r  fo l l ow-up  a n d  t e c h n i c a l  a a a i a t a u c e  i n  t h e  
t r o i n i 3 g  of  f i e l d  a e u  a n d  f u r t h e r  a p p l i e d  r a r e a r c h  i f  necemra ry .  

DIVACRO a n d  RIICO r a r e  o r i s i n a l l y  a o p a r a t e  p r o ~ r a a m  of PUSADBS 
c h a r l e d  w i t h  a d m i n i a t e r i n g  US.AtD P r o j e c t r  919-0263 a n d  519-0303 
r e r p e c t i v e l ~ .  DIVAGRO or. o r f i n i t a d  i n  1984 a n d  ~ h a r a e d  v l t b  
p r o m o t i n g  a ~ r i e u l t u r a l  d i r e r r i f i e a t i o a  a u t o  a x p o r t  p roduc tm.  It 
u t d e r t o o k  p r o d u c t i o n  a n d  m a r k a t i n 8  i n v e r t i # a t l o n r  t o t  a l i a t  o f  
p r o d u c t o .  



The  RXEbO p t o a r r o  wra o r # r n i r r d  Ln 1 9 8 s  under UBAID I r o g r a t  919 
l a  t a o p o a r a  t o  r a o n v i a t i o n  t h a t  l r r i 8 i t i o a  war r a r r n t i r l  t o  pc 
8ulvedorra p r a d u a r r r  t o  r r r p o a d  a o m p r t i t i v e l y  t o  r r r r o n r l  damra 
f o r e i t e  a a r k r t e .  Thr  d r r i 8 a r r a  r o t i a i p r t r d  t h a t  t o t m r t l o a  of  4 
l adepeedrat  r r r o a i r t i o a  o u t a i d r  o f  W S A D t l  would ba i o r r r d  t o  r 
rho p g u j d c t .  T h i ~  p r o v ~ d  u n w o t k r b f r ,  r a b  r f t r r  r two t a r t  d e l ~  
FU8AOtS teak o v r r  f a r m r l  mrae#rmeat  of t b r  iIEQO P r o j r a t .  

A 8  pert o f  d n  o v a t a l l  r r e r & r n i r r t L o e  of P U O A D t S  l o  r r r l y  1988, 
R I E C O  prourra won i o t q t r t e d  l n t o  t h e  D I V A O R O  p ro# r rm 2 o i  aftLc 
and e f f a c t i v r n r r @  ef r r a r # r a e a t .  A t  t h e  rrmr ttmr, P I D I X  war 
a h a t g a d  w i t h  rhr r e r p o n # i b i l i t y  of a l l  a r e d i t  o p a t r t i o a a  to r  bo 
DIVA086 a n d  PRIDEX p r o ) a o t r .  P R X D t X  war o h r r a r d  w i t h  a l l  
a g r i c u l t u r a l  e r p o t t  r r r k r t i n l  r r r p o n a i b i l i t i e r  whlab ware  i o t a 4  
u o d e r  R I E O O  and D Z V A O l O  p ~ o a r a o a .  Thur ,  what had b a l u n  a r  r 01 
of i n d i v i d u a l  p r o j e a t u  f u a d e d  by A I D  ware  t t a n r f o t m o d  i n t o  a n  
i ~ t e g r n c e d  PUSADES p r o 8 r r a .  

D X V A C R O  i s  orgrbnized w i t h  a  D i r e c t o r ,  a  manager o f  r e r e o r c h  and 
d e v e l o p m e n t ,  t h r e e  d e p r r t a e n t r l  h r a d e  and  a numbar of p r o j e c t  
s x e c u t i v e e .  E x h i b i t  7 .1  ahow r f l o w  c h a r t  of r e a p o n r i b i l i t i e r .  
A d m i n i s t r a t i v e  Depar tmant  c o n t r o l r  b u d g e t r  and  p e r r o n n a l ,  t h e  
p u r c h a e i o t  of  supplier, and  r e p o r t #  marke t  i n f o r m a t i o n  on c u r r a  
e x p a r t s  ( S n c l u d a a  d a t a  on  volume,  p r i c e ,  and  o o u r c e  of p r o d u c t r  
i m p o r t e d  i n t o  t h e  U n i t e d  S t a t e n  m a r k e t s ) .  Marke t  i n f o r m a t i o n  f 
new\p roduc t e  i r  h a n d l a d  by PBIDEX. 

The R e s e a r c h  and Development d e p a r t m e n t  c a r r i e r  o u t  p r o d u c t i o n  
r e e e s r c h  i n  r e r p o n r e  t o  p e r c a i v e d  marke t  p o r s f b i l i t i ~ r .  It a l r  
c o o r d i n a t e s  a c t i v i t i e s  o f  o u t r i d e  c o n r u l t a n t r  d e a l i n s  w i t h  new 
p r o d u c t  deve lopmen t  much a8 ACRIDEC which  h a s  d e v e l o p e d  new 
v a r l e t l e e  of b a b y  c o r n .  It p r e r e n t l y  i m p l e m e n t s  t h e  v a r i e t y  t r  
a t  t h e  t h r e e  f i e l d  miter. A new r e c t i o n  on  p l r n n l u g ,  e v r l u a t i o  
and p u b l i c a t i o n ,  c o n r i r t i n g  o f  two p e r r o n r ,  w i l l  r o o n  be  added  
BAD t o  h a n d l e  t h e  work now b e i n g  done  by t h e  ~ u n d a c l b n  C h i f e  ex 
whoae c o n t r a c t  e x p i r e s  O c t o b a r  1988 .  

h 

The P r o j e c t r  Depa r tmen t  i r  o r g a n i t a d  i n t o  f i v e  r u b j e c t - m a t t e r  
r e c t i a n s  and w i l l  r o o n  a d d  a P r o j e c t  E v a l u a t i o n  e e c t l o n .  The 

exie= in% 
r t a f f  h a 8  a l m o r t  c o m p l e t e d  t h e  t r a i n i n g  p r o v i d e d  by 

Pundac i  n  C h i l e .  ?ha p r o j e c h - o f f i c e  p r o m o t e r  a n d  a r r i r t r  i n  t 
deve lopmen t  o f  p r o j e c t ,  f o r  wh ich  p r o d u c t i o n  i r  dammed f e a e i b l e  
a l r o  e v a l u a t e r  l o a n  p r o p o r r l r  f rom a  t e c h n i c a l  v l r v p o l n t  b e f o r e  
f o r w a r d i n g  t h e  p r o p o r a l r  t o  ?IDEX f o r  t h e  c r e d i t  a a u l y r i r .  
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C u t r m r l p ,  DXVAQRO empLopo f i f t e e n  p r o f r r r i o n r l  p a o p i e ,  o f  whom f o u r  
& t o  a u p a r v i r o r y ,  w i t h  two r d d & t i o n r l  v o a r n a l a o ,  a n d  d a t a  o c r f f  b a l p  
t i o m  f i v a  r r c t a t r r i a r  r n d  two  p e o p l e  f o r  g r a i t o r i o l  r o d  m a r r a n g e r  
d u t l a o .  Zn r d d i t i a a  t o  t u n d r c i d n  C h i l e ,  BIVAQRO $ e t a  t r a h o i a r l  
r a r l s t o e a a  l a  i t r i g a t i o a  t a a h n o l o 8 y  f r o m  r g r o u p  p r o v l d a d  b y  f o r o c l ,  
u a b a r  d i r e c t  A I D / W e r h l n ~ t o n  f u ~ d l o 8 a  DIVAOR0 a o n t r a a t r  t o r  
r h o r t - t r i m  c o n r u l t i a a  h r l  o n  r p r a i b i c  r u b j a a t r  w h a o e v a r  t h ~  n e e d  
r r i ~ e e .  f a  a d d i t i o n  t o  t 1 r d r i l y  U r 9 r  M r r k r t  I a f o r ~ ~ t i o t a  w o r k ,  
DIVAGRQ r u b o a r i b r r  t o  j o u r n r l r  r a d  t r a d e  newr  r a p o r t r ,  k a s p r  
u p - t o - d a t a  on r r r a r r a h  work a n d  f i n d i n ~ r  r t  r r v r r r l  U . $ *  8 t o t a  
k t p e r i m r n t e l  9 t a t i o n 0 ,  a a d  Lr b u i l d i n 4  i a t o  i t r  d a t e  b r a k  all 
o v e i l r b l o  i n f o r m n t i o n  o n  p r d u c t i o n  mad p r o a o r r i n #  p r o c r d u r a o  a n d  
a Z p O f t l l a  f 0 1 0 ~ 0 t l t  L O  t h e  Crop0  a n d  p t o d u c t a  w i t h  ~ h i ~ h  i t  h e 8  
become i n v o l v r d ,  r . g . ,  f a n  c r o p o  p l u s  r h r i m p  a n d  f i r h .  

7 a 2 a 2  LINXS TO PPIDBX AND PXDRX 

PRIDEX h a n d l e s  t h e  e x p o r t  p r o m o t i o n  a n d  m a r k r r i n g  o f  t h e  
n o n - t r a d i t i o n a l  a g r i c ~ : l t u r a l  p r o d u c t r  f o r  w h i c h  D I V A O R O  h a s  
d e v e l o p e d  p r o j e c t s .  P R I D E X  m a i z t a i n s  a  one-man o f f i c e  i n  Miami ,  
F l o r i d a  and  a  c o n e u l t a n t  i n  S a l i n a r ,  C a l i f o r n i a  f o r  t h o  p u r p o s e  o f  
k e e p i n g  t r a c k  o f  m a r k e t  t r e n d r ,  m a i n t a i n i n g  a n d  a n l a r g i n g  c o n t a c t s  
w i t h  brokerr/buyarr/whole~alar~), a n d  l o c a t i n g  a t p a r t i o r  whan 
a h o r t - t e r m  c o n r u l t a n t s  a r e  b e a d e d .  C l i e n t r  a r e  n o t  r e q u i r e d  t o  s e l l  
t h r o u g h  a n y  g i v e n  b r o k e r ,  b u t  t h e  Miami o f f i c e  i r  a r r v o u r c e  t h a t  
t h e y  a r e  e n c o u r a g e d  t o  u r e  when n e e d e d .  

FIDEX r e v i e w s  a l l  l a i n  a p p l i c a t i o n s  g e n e r a t e d  t o  r u p p o r t  p r o j e c t s  
d e v e l o p e d  i n  D I V A C R O .  It p a r r e r  l o a n  i n s t r u c t i o n r  o n  t a  t h e  Banco 
I i i p e t e c a r i o  f o r  al .1 l o c a l  f u n d  l e n d i n g ,  a n d  t h r u  c o r r e r p o n d e n t s  
( C i t y  T r u s t  i n  t h a  Bahamas,  a n d  C i t i b a n k  i n  Miami) f o r  d o l l a r  
l o a n e .  The d o l l a r  7 u n d s  c a n  b e  u r e d  O N L Y  t o  f i n s n c r  t h e  i m p o r t  o f  
p l a n t  a n d  equip me;^ r e q u i r e d  u n d e r  a g r i b u a i o e e s  l o a n s .  L o a n s  f o r  
i r r i g a t i o n  equ : tpmeut ,  e tc .  u n d e r  RIEGO f u n d r  a r e  made i n  l o c a l  
c u r r e n c y .  

Even t h o u g h  D I V A G M O  h a 8  t t a n r f e r r e d  m a r k e t i n g  r e r p o n a i b i l i t i e e  t o  
PRIDEX, i t  a t i l l  r a i n t a i n r  rome m a r k e t i n g  i n t e l l i g e n c e  a n d  i s  l i n k e d  
t o  PRONET. 

.r 

7.2.3 LINKS TO VSAID PPOJBCT BUNDINC 

USAfD h a 8  c h a n n e l e d  f u n d r  t h r o u g h  t h r e e  p r o j e c t 8  t o  d a t a :  

519-0265 DIVAGRO ( c o m p h t e d )  

519-0303 EIEGO Water X a n a g e m r n t  ( $ 1 0  m i l l i o n  i n  l o c a l  c u r r e n c y  
f o r  Modal  A  and Model  B l o a n s )  

519-0327 A g r i b u r i n a r a  D e v e l o p m e n t  ( $ 1 0  m i l l i o n  f o r  
a g r i c u l t u r a l  s x p o r t  p r o j e c t  l o a n s )  



Thr U S A I D  p r o j r d t  a r l l r d  DIVAOIO w i t h  f u e b s  u n d e r  #310m0263 h a s  
r r p i r r d .  l r r r r a t  t u n d i n 8  i r  a o m i a ~  from t h r  Wrtrt b i a e r # a m e ~ t  
P r o j a a t  0 5 1 9 - 0 3 0 3 )  r e d  t r o a  t h e  prorat  A g t i b u r i n a r r  P r o j a a c  
1 9 3 2 7  There  two e u r t s a t  p t o j r a e r  a l r o  t u n a r l  f u n d r  f o r  the 
o p a r r t i o e a l  r x p a ~ r a r  and c r c h n i a a l  r r r l s t r n a e  of P I V A O R O *  T h r r e  t w o  
t u n d r  rrr a d a i a i r t r r a d  b y  USAID w i t h  two p t o j r c t  mrarlrrr S o a r t u b  i n  
t h e  A#r ibuf i iaur f i  d i v i a i o a  of  t h e  R u r a l  D a v r l o p a a a e  O t f i a a .  

T h a t r  e r e  r e v r t a l  l a y a r s  o f  r c c o u n t r ,  b e g i n n i n 8  w i t h  a r a t  o f  
month ly  a c c o u n t r  r e p o r t i n g  t h e  r t a t u r  and a c t i v i t i e r  o f  p r o j r c t r .  
Data  i r  c o l l r c t c d  f rom c l i r n t r  on a  p r o j e c t  b a r 1 8  and  i n c l u d e 8  t h e  
l o a n  amounts  and  p u r p o r e ,  amount d i r b u r r e d ,  r t r t u r  o f  payment r  on 
p r i n c i p a l  and i n t e r e r t ,  f o r e i g n  e t c h a n g r  8 e n e r r t o d ,  and rmployment  
& e n e x a t e d .  A r econd  rec o f  a c c o u n t r  d e a l e  w i t h  p r o j e c t 8  whora 
a p p l i c a t i o n e  a r r  i n  p r o c e s s .  Thir rhowr t h e  time of  D I V A G R O  p e o p l e  
allocated t o  e a c h  p r o j e c t ,  t h e  r t r t u r  of t h e  a p p l i c a t i o n  t h r o u g h  t h e  
s i t  a t e g e e  from a p p l i c a t i o n  t o  r u b m i r r i o n  of a  c r e d i t  r r c o m m e n d a t i o ~  
t o  FIDEX, and  number o f  d a y r  .pent i n  e a c h  r t a g e  o f  t h e  a p p l i c a t i o n  
p r o e e r r .  A t h i r d  l e v 0 1  o f  account in^ comb in^ i t h e  d a t a  g e n e r a t e d  
i n t o  a mon th ly  rummary. T h e r e  d a t e  Are t r a n r m i t t e d  t o  t h e  D I V A G R O  
Commit tee ,  and t o  FUSADES. 

A summary i r  p r e p a r e d  e a c h  q u a r t e r  t h a t  a d d r e e s e r  g o a l s ,  
a c h i e v e m e n t s ,  c a n c e l l r t i o n e ,  o b j e c t i v e s  f o r  t h e  coming q u a r t e r .  
S i m U a r  d a t a  a r e  rummar i red  e a c h  q u a r t e r  and  r e n t  t o  USAID P r o j e c t  
Managers .  

7 .3 .2  PROJECTS 

To d a t e ,  most of t h e  c r e d i t  p r o j e c t s  have  a r i r e n  as  a  r e r u l t  o f  
i n q u i r i e s  f rom p r i v a t e  p a r t i e e ,  i n d i v i d u a l r ,  o r  g r o u p 8  who h a v e  
c o n c e i v e d  a n  i n t e r e s t  l n  a  r p e c i f i c  i t e m  o f  p o t e n t i a l  e x p o r t .  Each 
p r o p o r a l  i e  g i v e n  a n  i d e n t i f y i n g  number,  a n d  i r  t h e n  a r r i g n e d  t o  one 
o f  t h e  f i v e  P r o j e c t  t x e c u t i v e r .  The p r o c e r r i n g  o f  a p r o p o r a l  i r  
m o n i t o r e d  t h r o u g h  t h e  r u c c s r r i v e  r t a g e e  up t o  r u b m i a s i o n  t6 PIDEX 
f o r  c r e d i t  a n a l y r i r  and  a c t i o n .  PRIDEX may b e  a r k e d  f o r  m a r k e t  d a t a  
and  t h e  RbD p e o p l e  may b e  a r k e d  f o r  a v a i l a b l e  p r o d u c t i o n  a d v i c e  
r p e c i f i c  t o  E l  S a l v a d o r .  
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It i. t h e  j o b  of  o a c h  P r o j e c t  E x e c u t i v e  t o  a u i d e  t h e  devmlopment o f  
a p r o j e c t  t h r o u g h  t h o  s e v e r a l  i n t e r n a l  r t a g e r  of p r o j e c t  
p r e p a r a t i o n ,  l n c l u d i n a  l r r i a a t i o a  r y r t e m  d e a i s n  ( i f  r a q u e r t e d  t o  d o  
r o  by t h e  c l i e n t ) ,  ag ronomic  a r p e c t r  o f  p r o d u c t i o n ,  p r o c e r r i n g  
r r q u i r e m e n t a ,  i n c l u d i n a  t h e  c h e c k i n g  o f  d e r i g n ,  l a y o u t ,  e q u i p m e n t  t o  
be  u r e d  i n  p r o c a o r i n g  p l a n t r ,  a n d  t h e  p r o p o r a l r  f o r  t r a n r p o r t  a n d  
m a r k e t i n g .  



The f i n i r h e d  p r o j o c t  p r o p o r r l  8oea  t o r  a r e d i r  ~ o e l y r i m  w i t h  r 
6ompla t a  p r o d u ~ t i o ~ / m ~ r k a ~ i n ~  p l a n .  T h u @ ,  t h e  P t e j o a t  t t a a u t i v e  
l a a d r  t b ~  client by t h a  b r a d  t h r o u a b o u t  t h r  p r o a r a s r o  of  p r o j r a t  
d e v r l o p a r u t  r ~ d  e p r r r t i o a .  

A g r e j r c t  p t o p o a b l  t a r  wbiah t b r r e  r r r  i a e d r q u r t e  
prcductioe/piocerriag/mrtketi~8 d r t o  w i l l  r r q u i r r  4 l o n l e r  t i a r  i n  
f h r  8 y 8 t r m 4  N o a - t t r d i t i o ~ r l  r r p o r t  c r o p r ,  w i t h  romo r r p a r i r a c 4  i a  
d o o a r t i c  p r o d u c t i o n ,  mry r a q u i r o  r r a e r o a  o r  m o r r ,  e o  t b r t  L C D  can 
r e l e c t  t h e  b r a t  v o r i r t i e r  g i v e a  a r t k r t  r e q u i t r m o a t r  and 
p r r f e r e a c a o .  A c o r p l a t r l y  saw p r o j r c t  p r o p o r a l  w i l l  ~ e t m r r l l y  
r r q u i i r  a t  l a r r t  t w o  y e a r e  t s t  v a r i a t y  ~ r i a Z a ,  r a d  r t h i t d  y r e r  f o r  
m a l l - r c e l e  p r o d u c t i o n  undar c o a m r r c i ~ l  f i e l d  c o a d i t i o a s .  8ucb  
p r o j a c t r  a t e  n o t  a a t e r t r i m o d  l i a h t l y .  They a r e  r c r r e n e d  f o r  
p t o b r b l a  volume of  d s a r n d  i n  U . S .  m a r k e t s ,  f o r  p r o b r b l r  p r o d u c t i o n  
rnd  t r a n r p o r t  c o a t s ,  t h r  two i n d i c a t i n g  t h e  d e g r e r  o f  c o m p r t i t i v r  
r d v a n t a g o ,  end f o r  a ~ r o n o m i c  f e e r i b i l i t y  i n  l o c a l  c o a d i t t o s s .  

Tbe d a t a  g e n a r a t e d  i a  p r i o r  r t u d i e r ,  r u c h  a e  t h e  one  by ~ u n d a c i d a  
C h i l e ,  a r e  l b a a i c  g u i d e  t o  t b i r  i n i t i a l  r c t r e n i n g  p r o c e r r .  
P r o d u c t i o n  i s  promotrd  f o r  a  a i r e n  c r o p / p r o d u c t  a f t e r  a l l  r e l e v a n t  
d a t e i l r  e r r  known, e . g . ,  o n l y  a f t e r  RID h a s  c o o p L e t r d  t h e i r  work o n  
t h a t  c r o p .  RLD r o u t i n e l y  c o l l e c t r  known d r t a  from t h e  r e r u l t r  o f  
o t h e r  t r i a l r  and p r o d u c t i o n  a c t i v i t i e r  done  e l s e w h e r e ,  a n d  
e s p e c i a l l y  i n  t h e  U.S.  When t h e  t i m e  comes t o  g e t h e r  a a t r r i a l  f o r  
v a r i e t y  t r i a l a ,  g e n e t i c  m a t e r i a l  i s  i m p o r t e d  f rom p l a rm b a n k s ,  
r a t h e r  t h a n  i n p o r t i n g  p l a n t  m a t e r i a l  a n d / o r  s e e d r  f rom commerc ia l  
e c u r c e e  t h a t  may c a r r y  new d i s e a s e  v e c t o r s  w i t h  them. 

7 4 3  RESEARCH AND DBVSLOPMENT 

T h i s  s econd  o p e r a t i n g  P i v i r i o n  of D I V A C R O  i s  c o n c e r n e d  p r i m a r i l y  
wit;h t h e  g e n e r a t i o n  of recommendat ions  on v a r i e t i e s  t h a t  a r e  b e t t  
e u i t e d  t o  p r o d u c t i o n  u n d e r  c o n d i t i o n s  i n  E l  S a l v a d o r .  Fo r  e x a m p l e ,  
t o m a t o e s  a r e  p r e s e n t l y  u n d e r g o i n g  v a r i e t y  t r i a l s  on two o f  t h e  f i e l d  
e t a t i o n  p l o t s .  T h e r e  were  30-40 d i f f e r e n t  v a r i e t i e s  i n v o l v e d ,  
r e p l i c a t e d  I n  s m a i l  r owr ,  w i t h  c o n d i t i o n e  of  p r o d u c t i o n  h e l d  a s  
n e a r l y  c o n s t a n t  a s  p o r r i b l e .  Tomatoes  a r e  b e i n g  t e r t e d  f o r  q u a l i t y  
unde r  t h e  r e q u i r e m e n t r  f o r  p a o e e ,  c a t r u F ,  j u i c e ,  c a n n i n g ,  and  f r e s h  
e x p o r t ,  e a c h  o f  which  may r e q u i r e  a d i f f e r e n t  met of! p h y s i c a l  a n d  
p r o d u c t i o n  c h a r a c t e r i r t i c r .  A v a r i e t y  t r i a l  by R I D  a l w a y r L h a r  a  
s p e c i f i c  p r o d u c t  u s e  i n  v i e w ,  t h o u g h  s e r e n d i p i t y  i a  n o t  f o r r w o r n ,  

R6D c u r r e n t l y  i s  c a r r y i n g  o u t  v a r i e t y  t r i a l s  on  c a n t a l o u p a ,  
wa te rme lon ,  baby c o r n ,  tomatq, ' c a r r o t ,  c a b b a g e ,  8re.n p e p p e r ,  c h i l e  
p e p p e r ,  and  l r e e n  s t r i n g  beans--on two o f  t h e  f i e l d  a t a t i on . .  These  
o t a t i o n s  a re  l o c a t e d  a t  Cha lchuapa  a t  800 meterr o f  a l t i t u d e ,  a n d  a t  
Z a p o t i t a n  a t  450 meters o f  a l t i t u d e .  The f o r m e r  r t a t i o n  i n c l u d e a  
a b o u t  1 6  man tanae  o f  l a n d ,  t h e  l a t t e r  a b o u t  1 2 .  A t h i t d  r t a t i o n  
n e a r  t h e  i n t e r n a t i o n a l  a i r p o r t ,  a t  v e r y  n e a r  s e a  l e v e l ,  l a  u n d e r  
d e v e l o p m e n t ;  i t  w i l l  h ave  a b ~ u t  20 mEntanar  o f  l a n d  a v a i l a b l e .  



A e  P r e y  as t w r a t y  t o  t k i t r y  v r r i a t i d e  a t  1 are? r e p  b r  p u t  o u t  & a  
t h e  t r i a l  p l o t r  t h a  t i r r t  p r d u a t l e a  r e r r e e ,  v l t h  u a i t o r r  r o i l  
prrparatioa, r e a d l i e 8  t p i r f u & ,  w a t a t  atld f r r t i l i m a t  t t r a t n a r t t a ,  &ud 
i n e ~ a e  Q O ~ t 0 0 1 r  Cd r r tuL  a d  a o r p i r t r  m e t a r  r r r  h r p t  d r i l y ,  o r  rd 
n a c a e e e i y ,  u p o a  a a a h  raw h b t e u & b o u t  t h r  r reroa ,  and h r r v r r t  r a r u l t a  
o r e  i n c l u d e d  am t h r  a t o p  m a t u r e r .  t t r l d  d r y a  r r r  baLb r r v e r a b  t i m e r  
p e r  Se6,ea r t  w h i c h  p o t a e t i a t  p r o d u a r r r ,  p r o o e r a o t d ,  o t h e r  1 0 ~ ~ 1  
f a t m e t o ,  and r e u d e n t r  from t b r  U n i v e r u l t y  o r  t h r  A # r i a u l t u r r l  
C o l l e g e  a r e  a 3 1  i n  r c t e a d a n c a .  The p t e d u a t a  r r r  r v r t u r t r d  by t h @  
R6D r t a f f ,  and b y  p r o a a a r o t r ,  a d  r a e o a m e n d a c i o a r  ~ e e o r d r d  f o e  r a s h  
v a r i , ¶ t y .  Rtb t r i e s  t o  g e t  t h e  t a r u l t r  o f  arch  tfLa1 r e a r o n  
p u t t i s b e d  w i t h i n  e month of  t h e  a n d  of t h e  r e a s o n ,  and  r r r k r ~  t h e s e  ' 

t e p o t t r  a v e i l r b l e  t o  t h e  p u b l i c .  

Dur ing  t h e  r e c o a d  r e a e o n ,  i f  n e e d e d ,  a taw r e l e a t e d  v a r i e t i e r  a r e  
grown i n  r e p l i c a t e d  p l o t s ,  and a v a l u a t e d  r g r i n  a t  t h r  end  o f  t h e  
r e a s o n .  The t h i r d  y e a r ,  t h e  R 6 D  r a y  Brow o a r  o r  two v r r i a t i e o  i n  
one-manrraa  f l e l d a ,  u n d e r  commerc i a l  c o n d i t i o n s ,  i n  o r d e r  t o  p r e p h t ~  
p r o d u c t i o n  r e c o m m e n d r t i a n r  t o t  8 rowera .  Orowerr m y  a l r o  
p a r t i c i p a t e  a t  t h i s  r t a g e ,  w i t h  & m a l l ,  p r i v a t e ,  b u t  c l o r r l y  
s u p e r v i s e d ,  p l o t r .  M a r k e t i n p / p r o a e a r i n g  t r i a l s  a r e  c a r r i e d  o u t  w i t h  
t h e  p roduce  a f t e r  t h e  r e c o n d ,  and e r p e c i r l l y  t h e  t h i r d  y e a r s  i n  
o r d e r  t o  a c q u a i n t  U.S. buyera  w i t h  t h e  p r o d u c t  c h a r a c t a r i r t i c r  and 
q u a l i t y .  

D I V A C R O  h a s  a  v e r y  l i m i t e d  p r o 4 e r s i o n a l  s t a f f  and  c a n n o t  d o  much 
e r t e n e i o n  t y p e  work which r e q u i t e r  d i r r c t  f i e l d  r u p e r v i r i o n  o f  t h e  
p r o 4 u c t i o n  p r o c e s s .  T h e i r  i n t e n t  i r  t o  t r a i n  F i e l d  Hen f o r  t h e  
p a c k e r / p r o c e s s o r  c l i e n t r ,  and  t o  r e m a i n  on wtandby f o r  s p e c i a l  
p rob l emr  t h a t  i n e v i t a b l y  w i l l  a r i r e .  A r i a ~ l a r  rymtem i r  used  by 
commerc i a l  p a c k e r / g r o w e r / p r o c a s r o t  compan ie r  i n  t h e  U.S. D I V A C B O  
h a s  a l i s t  of e x p e r t r  i n  v a r i o u r  d i s c i p l i n e r  upon whom t h e y  can  c a l l  
f o r  s h o r t - t e r m  c o n s u l t i n g ,  u s u a l l y  w i t h i n  a p e r i o d  o f  a week. 

7 .4 .1  DIVACRO * 

Lend ing  o p e r a t i o n s  u n d e r  t h e  RIECO program d a t a  back  one  y e a r ,  and  
t e c h n i c a l  work u n d e r  b o t h  RIBCQ a n d  DIVACBO l o c ~  back  a b o u t  t h r e e  
y e a r s  7 _. 
S t a f f i n g  and b u d g e t  f o r  t h e  c u r r e n t  y r a t  8 3 . ~ 8  a n  i n d l s a t i o n  o f  
p r i o r i t i e s ,  a n d  o f  t h e  way i n  which  v a r i o u r  t e r o u r c r r  i n  tba DIVACRO 
program a re  combined.  O f  t h e  2 2  employeo r  of DIVACRO, 1 5  a r e  a t  t h e  
p r o f e e r i o n a l  l e v e l ,  f o u r  o f  whom a re  r u p e r v l r o r r  a n d  t h e  o t h e r  
e l e v e n  a r e  a c t i v e  t e c h n i c a l  a t a f f ,  and  7 a r e  r e c r r t a r l a r  and  o t h e r  
s u p p o r t  r t a f f .  T h e r e  a r e  two v a c a n c i e r .  



Techniaol A r r i e r r a a r  
B d l r r i r o ,  e t a .  
V e i i a t y  Tr i r l r  
D e a o a s e r e t t o a  ? I o t a  
Wrer T r i p a  
gmployoe T r i p r  
P u b l i o i t y  
Seminars  a ~ d  Coaforonaor  
Rent and 8 o a v i a e a  
V e h i c h r ,  a t e .  - 
t o t a l  f o r  Q u a r t e r  8 1 ,  n6 100.6 

The o p e r a t i n g  budaet  f o r  t h e  f i r r t  q u a r t e r  war abou t  $5,386,550,  r r  
shown i n  Table  7.1.  

Seventy  p e r c e n t  of  t h i r  amount war npont upon t e c h n i c a l  a r r i a t r n c e .  
A l a r g e  p o r t i o n  of  t h i r  war t h e  t u n d r c i b n  C h i l e  c o n t t r c s $  and t h r  
b a l a n c e  r u p p o r t a d  r r r d o u r  ahort-Corm c o n t r a c t  o r p e r t i r o .  Only abou t  
9 p e r c e n t  of t h a  b u d l e t  wont t o  a a l a r i e r  and r o l a t o d  a o r t a .  Near ly  
t e n  p e r c e n t  of t h e  b u d l e t  r a p p o r t e d  t h e  c o r t r  of v a r i a t y  t r i a l o  and 
dembcla t ra t ion  p l o t r .  The a o r t a  of t h o  I r r a r l i  Term t h a t  i r  
p r o v i d i n g  ha:? on p r e c i r i o n  i r r i l a t i o n  oyate.8 a r r  n o t  i n c l u d o d  i n  
t h i e  b u d g e t ,  a i n c e  i t  come8 d i r o c t l y  t h r o u g h  AID/Warhin@ton. 

I n  1985 t h r r e  were f o u r  p a r t i c i p a n t #  on f o r r i l n  t r i p o .  I n  1986  
t h e r e  ware 24 peop le  on aoven t r i p r .  I n  1987 t h e r e  wore a l e v e n  
t r i p e  r p o n r o r e d  by DIVAClRO on which 44 prop10 worr  accomaodatod,  
p l u r  s i t t e e n  t r i p r  f o r  55 c l i r n t r ,  a t  a  c o a t  of  $19,386. XB t h o  
f i r s t  q u a r t e r  of 1988 t h e r e  wore roven t r i p r  r p o n r o r a d  by DIVACRO. 
P i o l d  day8 a l r o  a r e  a n  i m p o r t a n t  d o v i c e  f o r  mpraadin8 l a t o r e a t .  I n  
1987 t h e r e  wero f i v e  f i e l d  day8 w i t h  606 a t t o n d o o r .  DIVAOLO a l r o  
save r e v a n  r o m l n a r r  a t t o n d e d  by 1 6 2  peop le  i n  1987, and  ham 
r p o n r o r e d  a n  a d d i t i e n a l  f i r e  i n  t h o  f i r r t  f o u r  month8 o f  1988,  
a t t e n d e d  by r t o t a l  of 1 9 5  peop le .  

Ore o. r r a e a l  and human r o 8 0 d m 8  a r e  plannod and t a p o r t a d  i n  t h r e e  
f o r o a t r .  

a )  A s o n t h l y  b u d l o t  o f  plannmd a c t i r i t i a r  by p r o j e c t  a c t i v i t y  
and t y p e ;  



Thrtr  a r e  two t y p e @  of budge ted  Pora p r o j r a t  a o r i v i t l r r  i n  D t V A O R 0 .  
n o d a l  A rrr  t o r n  p t o j e a r r  u n d r r  d r v r l o p a r a t  whiab w i t i  urr tuado 
u n d e r  tbr  el6 R t f Q O  a o u t o e ,  a d a d ,  p r o j r a t a  Lovolvin$ tha  d r a i $ n ,  
p u r a h r r a ,  and 1 n r t r P t a r i o a  of  p t r a i r l o o  i r t i # r t i o a  a q u l p r r n t  by 
t a r o e t m .  The fe  c u r t r a t l y  a t e  t i v e  of t h a r r  p r e j e a t r  umdrr 
d e v r l ~ ~ p r e n t  . 
nodal  b a c t d v i t i a r  i n v o l v e  r l e a n  p r o j r a t  d r v e l e p m r n t  fund  f o r  
p r o c t o r i n g  p l r n t r  t h a t  r e  be i n t e g r a t e d  p r o d u a t l o n /  f p t o s e r r i a ~ / e x p o r t t n ~  a a t  v i t i e r l  t h e  r r q u i t a m e a t  r e n a i n r  t h a t  atop#  
muat b r  p toduaed  u n d e r  i t r i g a t i o n .  T h e t a  a r r  t o u r  of t h e  H o d r l  b 
l o a n  p t o j e c t r  a u r r a o t l y  u n d e r  drvalopimant i n  DlVA010. T e a h n i a r l  
a r r i r t a n c e  ma be areaadrb t o  a x p o r t - o r i a n t e d  6 p e r r t i o n r  *urn rhouah  9 no l o a n  f u n  r f rom PIDEX & r e  i n v o l v e d ,  a i n e a  8 u e h  a a t i v i t i a r  a r e  i n  
a i d  o f  t h e  commitment t o  e t p r n d  t h i r  r e a t o t .  

Each b e n e f i c i a r y ,  d r f i n e d  h e r e  a r  a n  e n t i t y  t r c e l t A n 8  l o a n  f u n d r  
a n d / o r  t e c h n i c a l  a r r i r t a n c e ,  r r p o r t r  a r c h  month upon new i n v r r t m a n t r  
( l o a a r  d i e b u r r e d ,  p& t o t a l  i n v e r t a d ) ,  man-dry@ of  p e r r a n a n t  aud 
t e m p o r a r y  employment g e n e r a t e d ,  a n d  t h a  v e l u a  of  d o l l a r  r r l e r  
a e n e r a t e d  t h e  p r e v i o u e  month.  T h e r e  d a t a  a r e  r e p o r t e d  i n  T a b l a  7 . 2  
f o r  t h e  f i r r t  q u a r t e r  of 1988,  and  i n  T a b l e  7.3 f o r  t h e  p r e v i o u s  
y e a r  When a c t i v i t i e s  u n d e r  t h e  newly r i a n e d  AID p r o j e c t  f o r  
A g r o I n d u r t r y  ( 0327 )  commence, D I V A G R O  w i l l  add  a f o u r t h  t y p e  o f  
a c t h v i t p  f o r  t h o r e  r e p o r t a .  



Maa/Day8 Labor 
x r a a x l e o t  1,088 2,390 4 , 2 1 4  P,69 
Teapo r a  ry 7 ,003  I2,769 6 , 2 5 9  24,01 

T h e  d a t a  a v a i l a b l e  for e a r l i e r  y a a c s  : *  p t a a e a t e d  h e r e  t o  i n d i c a t e  
the i n c r e a o e  i n  l e v e l 8  of a c t i v i t y  by GIVA6RO. T a b l e  7 .3  $ i v e o  t h e  
r r e u i t a  f r o m  t h e  y e a r s  1985 t n  1987 i n  tevma of  amployment a n d  
forailn a x h a n l e  added .  

Araa t o r e i ~ n  l m p l o y a e n t  Nun be r 
i n  Bxchraae  O a ~ ~ e r r t a d  o f  

Period M r n r r a a r  P r o j e c t 8  

1985  - 1986 
E x p o t t r  458 649 ,27  0  44 ,412  2 

Impor t  S u b a t i t .  9 1  1 6 5 , 0 0 0  1 3 , 2 0 0  2 
TQTALS : $49 811 ,270  59 ,612  4 

1987  7 

Hxpor t r  .-- 
F r u i t  and Vegt.  - 1 ,890 ,055  119 ,136  
A l r o - I n d u o t r y  - ..I .I) 

A q u a c u l t u r e  ..I 1 2 8 , 0 6 2  26 ,071  
F l o w e r r ,  e t c .  - 40,800  4 , 3 2 0  

Impor t  S u b r t ,  
P r u i  t and Veg t . - 149 ,634  9 ,456  
bgr 0-1 n d u r t r p  

T o t a l r  



Oae m a t  o X l a a i 8 a  t h e  a a a o u n t r  r t o u e d  " p r e i i f  o r a t a r c , '  a s  t h e r e  ~f 
P I V A Q A O  & r e ,  b u t  i t  i s  t e e  aesa t e  r t c a a p t  a t r t i r t i e r l  o a a f y ~ i s  of  
r h e a .  t h e  b a a  a a l y  d o a r r n t  t h a t  t h e  b u d l e t  r l l o a r t i o n r  6f Bath  
p e o p l e  red raeey r e o r  r e a r o a a b l e  i o  proportloa t s  9 8 1  l e e l a  of  
DtVAQRO, dad t h e  v o l u r a  of rhr a a t i o n  i a  which t h e y  a t e  involved. 
T i r e ,  add t h e  a d d i t i s n r f  d a t a  t h a t  i t  w i l l  b r i a l ,  may r u $ a r u t  
c h r a 6 e r .  

DfVACRO i s  t e r p c n a i b l r  f o r  t e o h n i a l l  p r o d u c t i o n  r a d  p r e b r r r i ~ a  
a a t i v i t i e r  of c l i e n a r  rn8aaed  i n  t h e  p r o d u o t i o n ,  p r o c e r r i n g ,  a a d  
e r p o r r  of  n a b - t r a d i t i o n a t  a a r i a u l t u r a l  p r o d u c t 8  t o  wbn-Cent ra l  
American m a r k e t s b  I t  d e r i g n o  i f r i a a t i o n  a y a t e m r ,  a a t r i e r  o u t  
v a r i e t y  t r i r l a  on b o t h  t h u  a 8 ~ a n o r i c  and  r a r t b u r i n r r r  p r o c e a a i n $  o f  
p r o d u c t s ,  d e v e l o p s  p r o j r a t r  f o r  l o r n  Cund ina ,  aud r u p e t v i r e r  
p r o j e c t a  when t h e y  a r e  i n  o p e r a t i o a .  PXDBX d o e s  l o r n  a n a l y o i s  a a d  
recommends p r o j e c t 8  t o  t h e  C r e d i t  Commit teee  P R X D I X  c a r r i e r  o u t  
p r o d u c t  p r a m o t i o n  ( r u c h  r r  e x h i b i t 8  a t  t r a d e  f a i r e )  and  h a i p r  
c l i t n t r  w i t h  m a r k e t i n a ,  r t  t h e i r  r e q u e t t .  Whi le  DXVAURO i r  i n v o l v e d  
o n l y  v i t h  a 8 r i c u l t u r a l  a n d  a 8 r i b u r i n e r r  a c t i v i t i e r ,  b o t h  P R I D I X  and  
P I D E X  i n c l u d e  m a t k e t i n a  and f i n r a c i n a  o f  r a r i c u l t u r b l  r o d  
o ~ r i b u r i n e a a  a c t i v i t i a r  a l o n g  w i t h  t h e i r  more b road  tense of  
r e r p o n r i b i l i t i e r .  

The t h r a e  d e p r r t m e a t r  s h a r e  t h 8  r a r e  f l o o r  o f  a n  o f f i c e  b u i l d i n s ,  
v i t b  i a t e r c o a n e c t f n a  c o r t i d o r r  a n d  open o f f i c e r .  T h r r r  i r  A 
c o n r t a n t  and i n f o r m a l  c o m m u a i c r t i o n  be tween  o t a f f  p e o p l e  a t  a l l  
$ t a l e r  of p r o j e c t  deve lopmen t .  The t o t a l  o t a f f  i s  @ m a l l  enouah  r c  
t h r t  c h i r  r y r t e m  a p p e a r 8  t o  work r u o c a r r f u l l y .  DIVAGRO o c c r r i o a a l l y  
i r  a a k e d  t o  l o o k  i n t o  t h e  p r o d u c t i e n / p r o c a m r i a ~  a c t i v i t i r s * o f  a  
p r o d u c t  f o r  which  a m a r k e t  ham been  i d e n t i f i e d .  PBIDLX romet imea  i r  
a r k e d  t o  come up w i t h  p t a l i m i ~ r r y  m a t k a t  woar tc rh  f o r  a p r o d u c t  t h a t  
D I V A G R O  b e l i e v e a  h a r  8 p r o a i r i n 8  p r u d u c t i o o  p s t s a t i a l  i n  E l  
S a l v a d o r .  Ar t h i n 8 0  progrerq, '?XDBX i m  k e p t  a p p r i r a d ,  80 t h a t  
p r o j e c t r  t h r t  a r r i v e  f o r  t h a i f ' c r a d i t  r o a l y e i r  d o  n o t  come r e  
r u r p r i r e a  t o  them,  I n  t b l r  r o r t  o f  o p e n  r y r t r m ,  p r o g a c t  i d e r r  c a n  
a + r i v a  from aoywbere ,  era coma i n  a t  rot  p o i n t  o f  t h e  oymtem, and 
r e c e i v e  a p p r o p r i a t e  a t t e n t i o n  f rom a11 t h r o e  d i v l r i o n r .  



The v a t i e t y  t r i a l s  wrae a b e r e a  rr t h e  m o 6 t  f t u i f f u f  way t 6  nor€ eua 
q u i ~ k l y  t e ~ h a l a a l  p t d u ~ t i e a  d a t e  f 6 f  e t p e r t  o r e p r .  Tba kLfi r t a f f  
e u r t r e t l y  h a v e  t h e i t  h a e d r  f u l l  q i t h  this a o t i v t k y ,  They a r e  rwltr 
t h a t  t h e r e  a t e  o t h e r  u o a j o i a t  v a ~ ~ t r b l e r  t h a t  r i l e a t  b o t h  a a t a a o r l c  
p r e d u c v i r i t y  and e r p o r t  q u a l i t y .  The re  would l n a t s 4 e  f e t t i l i a e t i e a ,  
p l a n t  p e p u l a t i o n r ,  w a t e r  a p p l i a r t i o t i  a e o u a t e ,  r y t b t e a r ,  and  t i m i n 6 ,  
b i u r a r r / i a s e c t  o a a t t o l ,  e g a .  f n  r e p l i e a t e 4  a t a e t i m e a t a l  p l o t r  r uoh  
am t h e r e  r e t  up t o r  v a t i a t y  r t i r l a ,  e a c h  v r t i r b l e  added  f n a f e a r e m  
t h e  r p a c e ,  r a a p o w o t ,  and  o t b e r  a s a t e  t a a t ~ r i a l l y ~  3 e i n #  fro. % h e  
o%e ~ a t i n b l e  of  a  v a r i e t y ,  e v e r y t h i n 6  e l r e  h e l d  a s a r t a n t ,  t o  t h e  
r e v e a  a d d i t i o n a l  v r r i a b l r r  A i r t e d  a b o v e ,  would m u l t i p l y  r a q u i r e r r a t r  
by  p e r h a p a  140  t i r e s  t b o r e  p t 8 0 e n t l y  e a c e u a t e t e d ,  O m  would thra 
have  t h e  c t r c u a a t a e c e r  of a  ma jo r  h o r t i c u l t u r a l  remeanch and 
a r p e t i m e n t  a t a t i o n .  DIVAOR0 bas  a o  euoh p l a e r  f o r  t h e  t o r e e e ~ a b l e  
f u t u r e .  

RID would like t o  expend t h e i r  a c t i v i t i e r  m a r g i n a l l y ,  a l l o r i a a  the. 
t o  c h e c k  a  few t d e a r  on l a v e l r  o f  f e r t i l i r a t i o n ,  e t c . ,  fox e a c h  o t  
o a c  t o  t h r e e  v a r i e t i e r  of t h e  t e n  v e 8 e t a b l a s  u a d a r  i n v e r t i ~ r t i o e ,  
Wheb v a t i a t y  t t i a l r  a re  e r r e n t i a l l y  c o e p l r t r d  (19891 ,  roam r e r o u o c e r  
w i l l  be r h i f t e d  t o  q u e r t i o n ,  sf f e t t i l i t e r ,  p l a n t  p o p u l a t i o n ,  szc .  
f t  w i l l  be n e c e r r a r y  t o  d e v e l o p  t r i a l s  on a q u a ~ u l t u t r  e q u i v a l a n t  t o  
v a r i e t y  t r i a l #  f o r  c r o p r .  DXVACRO w i l l  be h e r i t r n t  t o  i a t r o d w c e  
i a v e r t % 8 r t i o n r  f o r  otw c r o p r ,  b u t  w i l l  p romote  b r e r d e r  p r o d u c t i o n /  
p r o c e r r i n ~ / m a r k e t i n ~  r c t i v i t i e r  o f  tbm c t o p r  f o r  which d a t a  have  
bema a e n e r r t r d .  

T h r e e  a c t i v i t i e r  a r e  u n d e r  c o n t r m p l a t i o a  t h a t  w i l l  r r q u i r a  f u r t h e r  
d e v e l o p m e o t r l  RLD. P i n e a p p l e  p r o d u c t i o n  i r  wel l  u s d r r r t o o d  i n  L l  
S a l v a d o r  - i t  i r  r a a t i r a  c r o p  h e r e .  But t h e t a  are  mevsrrA v e r y  
p o w r r f u l  p r o i u c ~ r / p r o c e r a o r m  a l r e a d y  in t h e  m a r k e t  w i t h  whom DfVACRO 
c o u l d  p r o b a b l y  n o t  win r malam i n r a m i o n .  No a r t a n d a d  p r o d u c t i o n  
r r m a r r e h  i r  needed  f o r  p i n a a p p l r ,  o n l y  a Zirm c o m e c t i o n  w i t h  o n e  o r  
more o f  t h e  dominant  c o m p a n i ~ e ~ w h o  ahruaGy h a t 8  tbrt t e c h n i c a l  
p r o d u c t i o n  e x ? e r t i r a  a n d  mark- p remrnce .  A r p a r a g a r  i 8  a lmo  b r i o 8  
c o n t e m p l r t e d  t o  f i l l  t h e  m a r k e t l o 8  n i t c h  o f  Decembar t b r o u a h  J a a u a r y  
t n  t h e  U.S. a n d  i s  Buropap Tbim would r a q u i r e  r mhort- term l i b  
study, p r o b a b l y  two p ~ o d u c t i o ~  measoar, i n  o r d e r  t o  S e n a r r Y e  d a t a  
r e a d y  t o r  p r o m o t i o n  w i t h  prodocarm.  T h e r e  i r  i n t e r e r t  i n  t r a p b e r r y  
p r o d u c t i o n ,  b u t  n o t h i n 8  i r  known a b o u t  i t  i n  11 S a l v a d o r k  It would 
r e q u i r e  l o a t - t a r .  r e r r o r c h ,  t h r e e  y e a r 8  o r  n o r a ,  t o  n e a r r a t e  
r u f f i c i m t  d a t a  upon which  p r o d u c t i o n ,  p t o c r r r i a s ,  r a d  m r r k o t i o 8  
c o u l d  be  burned. 



D I V A G R O  p r e e e n t l y  i s  l i m i t e d  t o  p r a c t i c a l  e t u d i e e  o f  n o n - t r a d i t i o n a l  
a g r i e u l t u r a l  p r o d u c t s  f o r  e x p o r t  o u t s i d e  t h e  C A W *  T h e r e  i s  rome 
q u e s t i o n  t h a t  t h i s  p o l i c y  l a  a  b i t  t o o  r r o t r i c t i v e .  D I V A G R O  would 
l i k e  t o  be  a b l e  t o  e x t e n d  oome o f  i t o  r e s e a r c h  e f f o r t  t o  i n c l u d e  
a d a p t e d  varieties of d o m e s t i c  c r o p s ,  auch  am m a i z e ,  b e a n s ,  and r i c e ,  
which  a r e  complements  t o  i n t e n a i v e  v e g e t a b l e  p r o d u c t i o n  f o r  e x p o r t .  
The complemen ta ry  r e l a t i o n s h i p s  a r e  a r e s u l t  o f  r e a o o n a l i t y  of 
demand, p l a g u e  and  i n s e c t  c o n t r o l ,  a n d  m a i n t e n a n c e  of s o i l  t i l t h ,  
amongst  o t h e r  t h i n g s .  The p o i n t  of  euch  r e s e a r c h  would b.a t o  
d e v e l o p  c r o p p i n g  s y s t e m s  a r o u n d  v e g e t a b l e  p r o d u c t i o n ,  a l l  o f  whose 
components  would be a s  e c o n o m i c a l l y  e f f i c i e n t  a a  p o e s i b l e .  A s  a  
m a t t e r  of  p o l i c y ,  euch  r e s e a r c h  i s  a l l o c a t e d  t o  t h e  Government ,  t o  
be c a r r i e d  o u t  a t  t h e  N a t i o n a l  A g r i c u l t u r a l  U n i v e r e i t y  (INA) o r  
e l s e w h e r e .  So f a r ,  t h e  r e a u l t s  have  been  a c h i e v e d  a t  a g l a c i a l  pace  
a t  euch  t r a d i t i o n a l  p l a c e a .  The R & D  p e o p l e  a t  D I V A G R O  would welcome 
en  i n c r e a s e  of c o l l a b o r a t i v e  r e s e a r c h  e f f o r t  w i t h  t h e i r  c o l l e a g u e s  
a t  I N A  and CENTA.  

7 0 5 . 3  SELF-SUFFICIENCY 

D I V A G R O  b e l i e v e s  t h a t  USAID f u n d i n g  c a n n o t  c o n t i n u e  i n d e f i n i t e l y  
i n t o  t h e  f u t u r e  a t  t h e  l e v e l s  now e n j o y e d .  The c h o i c e s  a r e  t o  
d e c l i n e  a l o n g  w i t h  A I D  f u n d s ,  t o  f i n d  g r a n t  f u n d e  o u t e i d e  of  A I D ,  or 
t o  b e g i n  t o  grow i n  t h e  i n t e r n a l l y  c r e a t e d  r e v e n u e s  t h a t  would a l l o w  
o p e r a t i o n s  t o  c o n t i n u e ,  o r  e v e n  t o  expand i n  f u t u r e  y e a r s .  DXVAGRO 
i n t e n d s  t o  c o n t i n u e  t h e  r e s e a r c h  and  a e r v i c e s  of  a p r a g m a t i c  n a t u r e  
which w i l l  h e l p  i n  t h e  c r e a t i o n  and e x p a n s i o n  of  e x p o r t - o r i e n t e d  
n o n - t r a d i t i o n a l  a g r i c u l t u r a l  p r o d u c t  m a r k e t s .  T h e r e  a r e  s e v e r a l  
ways o f  a p p r o a c h i n g  t h e  c o n d i t i o n  of e e l f - e u f f i c i e n c y ,  eome o r  a l l  
of  y h i c h  

a  > 

b  > 

c 

may one day  be  t r i e d .  

I f  a  p o t e n t i a l  o r  a c t u a l  p r o c e s s o r  r e q u e s t 8  d e v e l o p m e n t a l  
h e l p  f rom D I V A G R O  - s a y ,  p r o d u c t i o n  a n d  v a r i e t y  t r i a l s  - 
and w a n t s  t h e  e o r t  of  e x c l u r i v e  r i g h t s  t o  t h e  r e s e a r c h  
r e s u l t s  t h a t  would go a l o n g  w i t h  a p a t e n t / c o p y r i g h t ,  
D I V A G R O  may be a b l e  t o  accommodate him. D I V A G R O  would 
work up a n  e s t i m a t e  o f  t h e i r  c o s t s ,  a n d  n e g o t i a t e  w i t h  t h e  
pToceeso r  f o r  payments  t o  c o v e r  a s  much o f  t h e  c o a t s  a s  
p o s s i b l e .  

D I V A G R O  h a s  done  eome work f o r  U.S. r e e d  coapani4se who 
want v a r i e t y  t r i a l s  on new p r o d u c t s .  I f  t h e y  p r o v e  o u t ,  
t h e s e  e e e d s  c a n  t b e n  be  promoted t o  f a r m e r e  i n  E l  
S a l v a d o r .  The c h a r g e  f o r  t h i s  BAD work would a l e 0  be  
n e g o t i a t e d .  7 - -- 
T h e r e  a r e  some p r i v a t e  p r o d u c e r s / p r o c e r r o r e  who h a v e  a 
m a r k e t  i d e n t i f i e d ,  e u c h  a s  c o m p a n i e s  who a l r e a d y  o p e r a t e  
i n  t h e  U . S .  f r e s h  f r u i t  and  v e g e t a b l e  m a r k e t s ,  who n e e d  
v a r i e t y  and  p r o d u c t i o n  t r i a l s  r u n ,  g e n e r a t i n g  t h e  s o r t  o f  
p r o d u c t i o n  d a t a  t h a t  would a l l o w  them t o  s a k e  a d e c i s i o n  
o f  w h e t h e r  o r  n o t  t o  l o c a t e  i n  E l  S a l v a d o r .  D I V A G R O  would 
u n d e r t a k e  t o  p r o v i d e  t h e  r e q u i r e d  d a t a  ' f o r  f r e e , "  a n d  



would g e t  a r o y a l t y  based  upon a p e r c e n t a g e  of  t h e  new 
b u e i n e o s  g e n e r a t e d  ar a + a s u l t  o f  t h i s  work,  o r  a n  e q u i d y  
p o e i t l o n  i n  t h e  r u b e l d i a r y  t h a t  wae formed f o r  t h e  
production/tranoport/marketing o p e r a t i o n s .  

Such a n  ag reemen t  m i g h t  be f o r  a p e r i o d  o f  t e n  y e a r s  o r  
e o ,  a t  which  time D I V A G R Q  would have  t h e  o p t i o n  o f  
r enewing  t h e  a g r e e m e n t ,  o r  of s e l l i n g  L t o  e q u i t y  p o s i t i o n  
on t h e  c u r r e n t  m a r k e t .  T h i e  t e c h n i q u e  would b e  e e p e c i r r l l y  
u se f t11  i n  t h o s e  cases where  o p e r a t i o n s  m u s t 4 b r g i n  on  a 
p i l o c  b a s i r ,  f o r  which  t h e  n e c e s s a r y  R&D a t e  f o r  t o o  
e x p e n ~ ? . v e  t o  be economic  by t h e m s e l v e s .  Once t h e  new 
i n d u s t r y  hao  grown u p ,  t h o e e  o r i g i n a l  R C D  c o r t r  a r e  
r e l a t i v e l y  c h e a p  p e r  u n i t  of c a p a c i t y .  The work w i t h  r e d  
f i s h  f e  a care i n  p o i n t .  

d )  D I V A G K O  m i g h t  g e n a r a t e  p r o j e c t s  o u t  o f  i t s ' o w n  work ,  i n  
which  t h e r e  ware i n i t i a l l y  no outoj .de  i n t ~ x e r t r .  A f t e r  a 
e t u d y  and n p p r o v a l  f rom t h e  DIVAGRO Cornmiasion, D I V A C R Q  
wouZd l o o k  f o r  i n t e r e s t e d  i n v e s t o r s ,  a n d  a t t e m p t  t o  
o r g a n i z e  a  p r o d u c t i o n  and  m a r k e t i n g  e f f o r t  w i t h  them. I t  
would t a k e  a n  i n t e r e s t  i n  t h e  company t h a t  r e s u l t e d ,  t h u s  
r e d u c i n g  t h e  t o t a l  c a p i t a l  r e q u i r e m e n t s  E O P  t h e  b e g i n n i n g  
o f  t h e  company. 

e )  F r e e h  p r o d u c e  s h i p p e d  t o  t h e  U . S .  marke t  f a c e s  a 
t ime-consuming a n d  a r d u o u e  c l e a r a n c e  p r o c e d u r e ,  m a i n l y  by 
r e a e o n  of t h e  U.S. Depa r tmen t  o f  A g r i c u l t u r e  (and  eome 
S t a t e )  p h y t o s a n i t a r y  r e q u i r e m e n t e .  A s  a  l ong - t e rm 
c:ommitment t o  a p a r t i c u l a r  marke t  gpowe, 2E would be  
p o e s i b l e  t o  e s t a b l i s h  a l a b o r a t o r y  i n  E l  S a l v a d o r  t o  t e s t  
f r e e h  p r o d u c e  f o r  c o m p l i a n c e  w l t h  b o t h  t h e  g r a d e  s t a n d a r d 8  
and  t h e  f r eedom f rom c o n t a m i n a t i o n  w i t h  t h e  p r o s c r i b e d  
l i e t  of bugs  and  r e s i d u e s  of c o c t r o l  c h e m i c a l s .  P roduce  
t h a t  p a s s e d  t h e e e  r i g i d  c o n t r o l s  c o u l d  be  s tamped  w i t h  e 
" S e a l  o f  Approva l "  n o t  d i e e i m i l a r  t o  t h a t  i s e u e d  by m a r k e t  
i n s p e c t o r s  i n  a b b a f o i r s  a n d  p a c k i n g  s h e d s  i n  t h e  U.S. a t  
p r e s e n t .  A c r a d u a l  a c c u m u l a t i o n  of  p r o d u c t i o n  e x p e r r i s e ,  
a n d  o f  c a r e f u l  i n - h e u r e  q u a l i t y  a n d  p h y t o s a n i t a r y  c o n t r o l ,  
e h o u l d  a l l o w  r gzowth  i n  p r o d u c t  r a p u t a t i o n .  T h i s  becomes 
a n  a e a e t  t h a t  can be # o l d  t o  u e e r s / b u y e r r  of t h e  p r o d u c t ,  
and i s ,  m o r e r e r ,  a " p a s s p r t W  t b r u  c u s t o m a l ~ S D A  * 
i n s p e c t i o n s  a t  the o t h e r  e n d  o f  t h e  t r a n s p o r t  c h a i n .  

The r e v e r a l  b r o k e r s / w h o l e @ a l o r o  t h r o u g h  wh ich  PRIDEX mow u o r k e ,  
e.g.,  f o r  me lone ,  c h r r g c  a b o u t   US$^ p e r  box. DIVACPO r h o u l d  b e  a b l e  
t o  c u t  up  t o  a b o u t  U,.Se 40 c o c t a  a box f o r  t h e  re rv icer  a r r o c i a t e d  
w i t h  i t s  "PUSADES S a u l  of App>:oral." T h i s  s y r t e m  would be 
p r o f i t a b l e  o n l y  u n d e r  hLgh volumee o f  p r o d u c e  e x p o r t ,  whe re  t h e  
c o s t s  p e r  box a re  m i n i m l ~ e d .  

Under c u r r e n t  AID a g r n e m e n t r ,  t h e  a b o v e  p r o c e d u r e s  h a v e  n o t  y e t  been  
a l l o w e d  t o  happen .  Soma d l r c u s e i o n  i s  c e r t a i n  t o  o c c u r  o n  t h i s  
e u b j e c t  i n  t h e  n o t - t o o - d i r f a n t  f u t u r e .  



D I V A G R O  i o  l o o k i n g  t oward  5991-1993 a o  t h e  2 a r g e t  f o r  a s i g n i f i c a n t  
t a k a - o f f  towar<,  s e l f - r u f f i c i e n c y ,  a  p e r i o d  e i m i l a r  t o  t h a t  r e q u i r e d  
f o r  ~ u n d a c i t n  C h i l e  t o  r e a c h  t h e  name p o i n t  i n  i t r  c a r e e r .  

7.5.4 DEVELOPMENT B A N K I N G  

D I V A G R O  c o u l d  s e e  i t s e l f  a s  p a r t  of a  Development  Bank, w i t h  i t s  
r o l e  t o  be much t h e  same a s  i t s  p r e a e n t  f u n c t i o n o .  I t  would e x p e c t  
t o  c o n t i n u e  t o  d e v e l o p  s y s t e m s  of  a g r i c u l z u r a l  p r o d u c t i o n  and 
p r o c e s s i n g  f o r  e x p o r t ,  some o f  which  would be  p a s e e d  on f o r  c r e d i t  
a n a l y e i e  e n d  l o e n  p r o c e s e i n g .  To t h e  e x t e n t  t h a t  D I V A G R O  was 
i n d e p e n d e r t  f r o m ,  b u t  p r o v i d e d  t h i s  s e r v i c e  t o  a Development  Bank 
( o f  n e c e s s i t y  a n  autonomous f o r - p r o f i t  c o r p o r a t i o n ) ,  i t  would e r p e c l  
t o  be 2 a i d ,  It would a l e o  e x p e c t  t o  be p a i d  f o r  t h e  s u p e r v i s i o n  o f  
p r o j e c t s  i n  p r o d u c t i ~ n ,  p r o b a b l y  on a  f e e  b a s i s .  T h i s  f i t s  i n  v i t h  
one  o f  t h e  r o u t e s  t oward  f i s c a l  s e l f - e u f f i c i e n c y  d i e c u s s e d  a b o v e .  

7 , 6  FINDINGS AND BECOMMENDATIONS 

1. The s t r a t e g y  o f  d i v e r s i f y i n g  a g r i c u l t u r e  i n  E l  S a l v a d o r  f o r  
e x p o r t  p r o d u c t s  a p p e a r s  t o  be  b o t h  a  v i a b l e  a n d  a n  a p p r o p r i a t e  
one .  P r o j e c t s  f o r  me lon ,  w a t e r m e l o n ,  cucumber ,  and  baby  c o r n  
have  a c h i e v e d  economic  s i g n i f i c a n c e .  V e g e t a b l e s  s u c h  a s  b o l l  
p e p p e r ,  c h i l i  p e p p e r ,  o k r a ,  g r e e n  b e a n s ,  c a r r o t s ,  and  o n i o n s  
a r e  b e i n g  d o n e  e a c c e s s f u i l y  on  a p i l o t  b a s i s .  Two c r o p s  f o r  
I m p o r t  s u b s t i t u t i o n ,  t oma to  and  c a b b a g e ,  a r e  a l e o  s u c c a a e f u l  
a t  t h e  p i l o t  e t a g e .  Development  work i s  p r o c e e d i n g  on ~ h r i m p  
and f i s h  p r o d u c t i o n .  Once t h e  l a s t  e t a g e  o f  p i l o t  p r o d u c t i o n  
u n d e r  f i e l d  c o n d i t i o n s  i s  c o n p l e t e d ,  t h e  commerc i a l  p r o d u c t i o n  
and e x p o r t  r e s u l t s  w i l l  b e g i n  t o  a c c e l e r a t e .  

2 .  The i n t e g r a t i o n  o f  RIEGO t e c h n i c a l  work i n t o  t h e  p rog rams  o f  
D I V A G R O  h a s  been  a  t h o r o u g h  s u c c e s s .  

3. D I V A G R O  s t r a t e g i e s ,  o p e r a t i n g  p r o c e d u r e s ,  a n d  o b j e c t i v e s  do  
n o t  r e q u i r e  c h a n g i n g ,  e x c e p t  f o r  a p o s s i b l e  e x p a n s i o n  t o  
p e r m i t  t e c h n i c a l  e v a l u a t i o n  o f  improved  v a r i e t i e s  a n d  
i r r i g a t e d  p r o d u c t i o n  s y s t e m s  o f  non -expo r t  c r o p a  t h a t  a r e  
grown i n  r o t a t i o n  w i t h  v e g e t a b l e s  f o r  a x p o r t .  

4. A mino r  p a r t  o f  t h e  b u q g e t  o f  DIVAGBO 1s d e v o t e d  t o  i n v e e t m e n t  
p r o m o t i o n ,  s u c h  as f i e l & - d . a y e ,  meminaro,  weak ly  news r e l e a s e s ,  
f i e l d  t r i p s  o f  c l i e n t s ,  and  o t h e t  c o n t a c t s  w i t h  p o t e n t i a l  
c l i e n t s .  The b u d g e t  d o e s  n o t  r e f l e c t  the c o n r i d e r a b l e  t i m e  
s p e n t  by t e c h n i c i a n s  o f  DIVAGRO on t h e r e  a c t i v i t i e s ,  b u t  i n  
f a c t ,  o n l y  t h e i r  d i r e c t  c a s h  c o e t e .  The r e r o u r c e s  d e v o t e d  t o  
i n v e s t m e n t  p r o m o t i o n  b r i n g  r e c o g n i t i o n  o f  p o o r i b i l i t i e s  t o  
p o t e n t i a l  c l i e n t s ,  a n d  a p p e a r s  t o  be w o r t h w h i l e .  

5. T h e r e  i s  a h i g h  a n d  i n c r e a s i n g  l e v e l  o f  i n t e r e s t  i n  e x p o r t  
y r o d u c t i o n / p r o c e s e i n g  d u e  t o  DIVACPO p rog rams .  H o s t  o f  t h e  



c l i e n t s  r e a c h e d  a r e  p r o d u c a r r / p r o c e r s o r e  above  t h e  m i n f f u u d i a  
l e v e l ,  a s  i r  n a c a r r a r y  a t  t h i s  r t a g a  of deve lopmen t .  Thsaa  
a r e  t h e  g r o u p s  most  l i k e l y  t o  r u c c e e e f u l l y  l e a r n  t o  p r o d u c e  
a x p o r f  p r o d u c t e  u n d e r  c t r i c t  g u a l i t ~  r t a n d a r d e .  Thesa a r e  t h e  
o n l y  p r o d c c t e  t h a t  c a n  compete  i n  e x p o r t  m a r k e t s .  

6 .  S e v e r a l  marke t  r t u d i e s ,  i n c l u d i n g  t h o e e  by ~ u n d a c i d n  C h i l e ,  
have  t h o r o u g h l y  e x p l o r e d  marke t  p r o s p e c t s  f o r  n o n - t r a d i t i o n a l  
e x p o r t  c r o p s .  DIVAGRO t e c h n i c i a n s  have  done a n  e x c e l l e n t  job  
o f  e a l e c t i n g  f rom t h e r e  l i e t a ,  and  o f  c a r r y i n g  o u t  v a r i e t y  and  
i r r i g a t i o n  t r l a l r .  T e c h n i c a l  r e p o r t s  on f i e l d  r e s u l t s  h a v e  
been  p r e p a r a d  a n d  d i s t r i b u t e d  t o  t h e  academic  and  o t h e r  
p r o f e s s i o n a l  u e a r e  of euch  me . t e r i a1 .  Pamph le t s  have  been  
p r e p a r e d  t h a t  a r e  l a y m e n ' s  g u i d e s . t o  commerc ia l  p r o d u c t i o n ,  
and t h e s e  a r e  made a v a i l a b l e  p r i m a r i l y  t o  f a r m e r s .  

A m a j o r  c o n s t r c ~ i n t  h a s  been t h e  e x t r e m e  p o l a r i x a t i o n  be tween  
t h e  l e f t  and r i g h t  w ings  o f  t h e  l o c a l  p o l i t i c a l / o o c i a l  
s p e c t r u m .  I n  t h e  b e g i n n i n g ,  t h i s  min imized  t h e  a c c e e a  of  
YUSADES t o  Government ,  f o r  purpooee  of m o d i f y i n g  r e g u l a t i o n s ,  
e t c . ,  and  h a s  h e l d  h o r t i c u l t u r a l  r e s e a r c h  a t  a  low l e v e l .  The 
bank ing  s y s t e m  i u  c o n s e r v a t i v e ,  and of  l i t t l e  h e l p  i n  t h e  k i n d  
of  h i g h - r i s k  c r e d i t  r e q u i r e d  f o r  d e v e l o p m e n t a l  p r o j e c t s  l i k e  
t h o s e  of D I V A G R O .  I n  a d d i t i o n ,  compan ie s  who a l r e a d y  o p e r a t e  
i n  p r o d u c t i o n ,  p r o c e s s i n g ,  a n d  m a r k e t i n g  i n  t h e  e x p o r t  m a r k e t s  
were  n o t  e a g e r  t o  l o c a t e  b r a n c h  o p e r a t i o n s  i n  E l  S a l v a d o r .  
These  f a c t o r s  l e d  t o  t h e  o r i g i n a l  s t r a t e g y  of s e e k i n g  l o c a l  
p r o d u c e r s / p r o c e s s o r s ,  and of  i n c l u d i n g  c r e d i t  components  i n  
t h e  A I D  p r o j e c t s .  

\ 
A t t i t u d e s  and  p o l a r i z a t i o n  a r e  s o f t e n i n g  b i t  by b i t  i n  E l  
S a l v a d o r .  DIVAGRO'e a c t i v i t i e s  a r e  s e e n  t o  be s u c c e s s f u l .  
They a r e  acknowledged  i n  Government c i r c l e s ,  t hough  n o t  p e t  
s u p p o r t e d  w i t h  e n t h u s i a s m .  The deve lopmen t  o v e r  t h e  l a s t  
s e v e r a l  y e a r s  o f  o u c c e s s f u l  p r o d u c t i o n ,  p r o c e s s i n g ,  and of 
e x p o r t  m a r k e t i n g  h a s  c o n s t i t u t e d  a  s m a l l  and  l o c a l i z e d  
r e v o l u t i o n  of p r o s p e c t s  f o r  g rowth .  It h a s  been n o t e d .  

1 0 .  D I V A G R O ,  FIDEX a n d  PRIDEX a r e  d i e t i n c t  o r g a n i z a t i o n s  w i t h i n  
FUSADES. FIDEX h a n d l e e  t h e  c r e d i t  p r o p o e a l s  g e n e r a t e d  by some 
of t h e  DIVAGRO a c t i v i t i e s .  PRIDEX h a n d l e s  most  o f  t h e  
p romot ion  a n d  m a r k e t i n g  of  p r o d u c t s  b r o u g h t  t o  r e a l i t y  b y  
D I V A G R O  and  FIDEX work.  The t h r e e  D i v i e i o n s  s h a r e  o f f i c e  
s p a c e ,  a n d  m a i n t a i n  a n  h a b i t u a l  a n d  c o n s t a n t  l i a i s o n .  They 
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- 8 .  The management s t r u c t u r e  a n d  f i n a n c i a l  p r o c e d u r e s  o f  D I V A G R O  
t ippear  t o  be s o u n d ,  and a r e  a p p r o p r i a t e  t o  t h e  r o l e  of t h e  
D i v i s i o n .  They a r e  e q u a l  t o  i n t e r n a t i o n a l  e t a n d a r d s .  

t 

9 . D I V A G R O  i s  l o o k i n g  a few y e a r s  i n t o  t h e  f u t u r e ,  when some 
d e g r e e  o f  s e l f - e u f f i c i e n c y  w i l l  h a v e  b e e n  a c h i e v e d .  T h e i r  
e t r a t e g i e s  f o r  a c h i e v i n g  t h i s  g o a l  i n c l u d e  t h a t  o f  c h a r g i n g  
c l i e n t s  f o r  t e c h n i c a l  q e t v i c e s  r e n d e r e d ,  a n d  p o s s i b l y  o c  
e x c h a n g i n g  t e ~ h n i c a l ~ ~ e v e l o p m e n t  work f o r  e q u i t y  p o s i t i o n s  i n  
some of  t h e  new b u s i n e s s e s  t h a t  t h e y  h e l p  t o  c r e a t e .  



a r e  newly min t ed  i n  t h i s  r e l a t i o u r h i p ,  h a v i n g  been r u r g i c a l l y  
r e c o n s t i t u t e d  a t  t h e  b e g i n n i n g  of  1988 .  The p r e s e n t  sya tem 
a g y a a r a  t o  be f r u i t f u l ,  and ahou ld  be l a f t  a l o n e  f o r  a  b i t  
l o n g e r  a t  l e a s t .  

D I V A G R O  h a s  used a  m i g u i f i c t t n t  amount of t e c h n i c a l  a s e i s t a n c e  
i n  t h e  p a s t ,  T h i s  item a c c o u n t s  f o r  70 p e r c e n t  o f  t h e  c u r r e n t  
b u d g e t .  The l o n g - t e r m  c o n t r a c t  w i t h  ~ u n d a c i 6 n  C h i l e  w i l l  
e x p i r e  i n  O c t o b e r  of 1988 .  D I V A C R O  i s  a b s o r b i n g  ~ u n d a c i d a  
C h i l e  e x p e r t i s e  i n  i t s  s t a f f ,  a s  was i n t e n d e d .  The t e c h n i c a l  
a s s i s t a n c e  c l a i m  on t h e  o p e r a t i n g  budge t  w i l l  be r e d u c e d  a s  a  
c o n s e q u e n c e ,  t o  be p a r t i a l l y  r e p l a c e d  by  a n  i n c r e a s e  i n  s t a f f  
s a l a r i e s ,  e t c .  

D I V A G R O  i e  d e a l i n g  w i t h  a g r i c u l t u r a l  and a q u a c u l t u r a l  p r o d u c t s  
and  p r o d u c t i o n  p r o c e s s e s  t h a t  a r e  d i s t i n c t l y  n o n - t r a d i t i o n a l  
i n  E l  S a l v a d o r .  D I V A G R O  h a b i t u a l l y  u s e s  e h o r t - t e r m  t e c h n i c a l  
a s s i s t a n c e  i n  a n y  s i t u a t i o n  i n  which i t s  own e x p e r t s  f e e l  t h e  
need f o r  h e l p .  T h i s  a p p e a r s  t o  be a v e r y  h e a l t h y  a t t i t u d e ,  
and  s h o u l d  be e x p e c t e d  t o  c o n t i n u e  i n t o  t h e  i n d e f i n i t e  f u t u r e .  

T h e r e  i s  one good r e a s o n  f u r  h a v i n g  a l e n d i n g  e x p e r t i s e  i n  t h e  
same s h o p  t h a t  d e v e l o p s  p r o j e c t s .  A g r i c u l t u r a l  and  
A g r i B u s i n e s s  p r o j e c t 8  a l w a y s  a r e  e x c r c i s e e  i n  p r o b a b i l i t i e s ,  
n o t  i n  c e r t a i n t i e s .  The mind-se t  a s  w e l l  as  t ~ p e c i f i c  l e n d i n g  
p o l i c i e s  a r e  d i f f e r e n t  f rom t h o s e  of commerc i a l  bank l e n d i n g .  

The re  a l s o  i s  a  good r e a s o n  f o r  s e p a r a t i n g  t e c h n i c a l  p r o j e c t  
deve lopmen t  from l e n d i n g  d e c i s i o n s .  A g r i c u l t u r a l  t e c h n i c i a n s  
t e n d  t o  become h i g h l y  e n t h u s i a s t i c  a b o u t  p r o j e c t s  t h a t  
t e c h n i c a l l y  a r e  f e a s i b l e  b u t  n o t  m a r k e t a b l e .  

The r e c e n t  r e s t r u c t u r i n g  s e p a r a t e d  t e c h n i c a l  deve lopmen t  f rom 
c r e d i t  d e c i e i o n s .  It would be r e a s o n a b l e  t o  a s s e s s  t h i s  
s t r u c t u r e  i n  t h e  a c c u m u l a t e d  l i g h t  o f  much more e x p e r i e n c e  
t h a n  i e  now a v a i l a b l e .  

i1.6.2 B e c o o n e n d a t i o n s  

1. C u r r e n t  l e v e l s  of USAID f u n d i n g  t o  D I V A G R O  s h o u l d  be c o n t i n u e d  
* 

Any a d d i t i o n a l  A I D  P r o j e c t  f u n d i n g  a imed a t  e x p a n d i n g  t h e  
c a p a b i l i t y  i n  E l  S a l v a d o r  t o  p romote  p r o d u c t i o n ,  p r o c e s s i n g  o r  
m a r k e t i n g  e x p e r t i s e ,  w h e t h e r  f o r  e x p o r t  o r  i m p o r t  s u b s t i t u t i o n  
s h o u l d  be c h a n n e l e d  t h r o u g h  DIVAGRO/FIDEX/PRIDEX. 

1 
A- 

D i e c u s s i o n s  a n d  c h a n g e s  i n  e x t a n t  a g r e e m o n t e  s h o u l d  c l e a r  t h e  
p a t h  f o r  f u t u r e  DIVAGRO a c t i v i t i e s  l e a d i n g  t o w a r d  f i s c a l  
e e l f - s u f f i c i e n c y ,  T h i s  would i n c l u d e  p e r m i t ~ s i o n  t o  u n d e r t a k e  
c h a r g i n g  c l i e n t s  f o r  t e c h n i c a l  e e r v i c e s  r e n d e r e d ,  and t o  t a k e  
e q u i t y  p o s i t i o n s  i n  new v e n t u r e s  i n  r e t u r n  f o r  D I V A G R O  
d e v e l o p m e c t a l  work. 
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4 .  Allow a  modest expansion i n  t e c h n i c a l  work, s u c h  a s  v a r i e t a l  
and f i e l d  t r i a l s ,  t o  encornpage crops that  are  complementary t o  
non- tradi t iona l  export production i n  terms of eouid agronomic 
p r a c t i c e s  on the farm. 

4862D/7.88 
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CHAPTER 8 

PROGRAM OF SMALL AND HICEO-BUSINBSS.PROMOTroN (PROPEMI) 

f 
XNTBODU CTION 

A p r i n c i p a l  i s s u e  which AID/Washington a s k e d  t h e  C h a i j - W i l l i a m s -  
E s t e v e  e v a l u a t i o n  team t o  a d d r e s s  was w h e t h e r  PUSADES programs  were  
r e a c h i n g  low income and d i e a d v a n t a g e d  p o p u l a t i o n e  i n  E l  S a l v a d o r .  
I n  any  c o u n t r y  l i k e  E l  S a l v a d o r  where  p o v e r t y  i e  c l e a r l y  p a r t  of  a  
Long c u l t u r a l  t r a d i t i o n ,  h a r d  d a t a  a r e  d i f f i c v l t  t o  o b t a i n .  The 
g e n e r a t i o n  o f  j o b s  a n d  f o r e i g n  exchange  h a v e  b e e n  t h e  t r a d i t i o n a l  
c r i t e r i a  u t i l i z e d  f o r  assessing t h e  i m p a c t  o f  deve lopmen t  p rograms  
o c  t h e  poo r .  However, i t  i s  w e l l  known t h a t  pst rc n e i t h e r  a r e  
i n f a l l i b l e  m e a s u r i n g  t o d o ,  They a r e  v a l i d  c r i t e r i a  i n  aome c o n t e x t 8  
b u t  n o t  o t h e r s .  H i e t o r y  a n d  t r a d i t A o n  a r e  a lwaya  key a l a m e n t s .  A 
r e c e n t l y  comple ted  employment s t u d y  f o r  USAIDIEL S a l v a d o r  by P e t e r  
Grego ry  ( ~ p r i l  1 9 8 8 )  e t a t e e  t h a t  E l  S a l v a d o r  h a s  a  r e l a t i v e l y  low 
l e v e l  of unemployment -- a b o u t  8 p e r c e n t .  However, i t  a l s o  e u g g e s t c  
t h a t  a  s i g n i f i c a n t  number o f  j o b s  i n  E l  S a l v a d o r  d o  n o t  pay  enough  
t o  meet b a s i c  s u b s i s t e n c e  n e e d s .  #any h s u s e h o l d e  r e q u i r e  s e v e r a l  
i ncomes  t o  meet  t h e s e  e x p e n s e s .  T h i s  i s  a  w e l l  known p rob lem among 
T h i r d  World  p l a n t a t i o n  worke r  f a m i l i e s .  

A s  r e g a r d s  f o r e i g n  e x c h a n g e ,  t h e  prob lem i e  s i m i l a r .  The 
s l g t i f i c a n c e  of  f o r e i g n  exchange  f o r  t h e  deve lopmen t  o f  low income 
and d i s a d v a n t a g e d  p o p u l a s i o n s  i s  t o t a l l y  d e p e n d e n t  upon i t s  u s e .  
But i t  i s  g e n e r a l l y  a c c e p t e d  t h a t  much f o r e i g n  exchange  i n  E l  
S a l v a d o r ,  a s  i n  many o t h e r  LDCs, i s  u s e d  f o r  p u r c h a s e s  t h a t  make 
l i t k l e  o r  no  c o n t r i b u t i o n  t o  t h e  deve lopmen t  o f  t h e  poor .  It shou lc  
be d e t e r m i n e d  how s e r i o u s  a p rob lem i s  t h i s  non-development  u s e  of 
f o r e i g t  exchange .  

O s t e n s i b l y  t h e  PROPEHI program t o  p r o v i d e  t r a i n i n g ,  t e c h n i c a l  
s s s i s t a n c e ,  and  c r e d i t  f o r  small a n d  m i c r o - e n t r e p r e n e u r s  w a s  FUSADE! 
most v i s ~ b l e  and d i r e c t  e f f o r t  i n  a s s i s t i n g  t h o s e  p o p u l a t i o n s .  I n  
A p r i l  i386, s e v e n  months  b e h i n d  s c h e d u l e  a c c o r d i n g  t o  PROPEMI 
spokesmen,  t h e  program g o t  underway w i t h  a  t h r e e  m i l l i o n  d o l l a r  
g r a n t  f o r  a  r e v o l v i n g  l o a n  f u n d  o f  s l i g h t l y  o v e r  two m i l l i o n  d o l l a r s  
and a n  o p e r a t i o n s  f u n d  f o r  j u s t  u n d e r  o n e  m i l l i o n  f o r  t h e  l e n g t h  of  
what  was b e l i e v e d  t o  b e  t h e  i n i t i a l  p h a s e  of t h e  p r o j e c t .  * F i r s t  
l o a n  d i s b u r s e m e n t s  were made i n  J u n e  o f  t h a t  y e a r .  

8-10 PBOPEHI I N  CONTEXT \ -- 
PROPEMI i s  one  o f  many m a l l  a n d  m i c r o  c r e d i t - r a k i n g  i n s t i t u t i o n s  i t  
E l  S a l v a d o r .  O t h e r s  i n c l u d e  t h o s e  l i s t e d  i n  T a b l e  8.1. It i s  
i m p o r t a n t  t o  n o t e  t h a t ,  w i t h  t h e  e x c e p t i o n  of t h e  PVO o r g a n i z a t i o n s  
i n  t h e  l i s t ,  a l l  are  p a r t  of t h e  n a t i o n a l i z e d  c o u e r c i a l  b a n k i n g  
s y s t e m .  L i k e  a11 m i c r o - c r e d i t  p rog rams  o p e r a t i n g  i n  t h e  m e t r o  a r e a  
o f  San S a l v a d o r ,  PBOPEMI d o e s  n o t  p r o v i d e  c r e d i t  t o  t h e  lowest 



l e v e l e  of m i c r o - e n t r e p r e n e u r r ,  b u t  p r i m a r i l y  f o r  h i g h e r  l e v e l  
" m i c t o e w  and l o w e r  l a v e 1  " r m a l l "  b u s i n e s s e s .  T h i e  i o  a l s o  t h e  
p o l i c y  of t h o s e  n a t i o n a l i z e d  commerc i a l  banks  which  have  compl i ed  
w i t h  e x i s t i n g  b a n k i n g  regulations t o  i n c l u d e  s m a l l  aud m i c r o  c r e d i t  
windows i n  t h e i r  o p e r a t l o n e .  While  i t  a p p e a r s  t h a t  a l l  banks  
p r o v i d e  c r e d i t  t o  #mall  e n t a r p r i s e s ,  n o t  a l l  p r o v i d e  It  t o  m i c r o  
b u s i n e s e e a ,  e x c e p t  a t  t h e  g o i n 8  commerc ia l  r a t e  o f  2 1  p e r c e n t .  T h i e  
was p o i n t e d  o u t  t o  be a g a i n s t  b a n k i n g  r e g u l a t i o n s ,  b u t  I t  i s  a  
common p r a c t i c e  n e v a r t h e l e r m .  The e n t r y  of  t h e  n a t i o n a l  banks  i n t o  
t h e  m i c r o  c r e d i t  marke t  t u r n e d  o u t  t o  be a  s i g n i f i c a n t  deve lopmen t  
f o r  PROPEMI and  i t  n e e d s  t o  be  u n d e r s t o o d .  

A t  t h e  t i m e  t h a t  PUSADES program p l a n n e r s  w e r e  d e v e l o p i n g  t h e  
PBOPEMI p r o j e c t  p l a n  ( t h i r d  q u a r b e r  o f  19851 ,  i t  was d e c i d e d  t h a t  
t h e  most  a p p r o p r i a t e  segment  o f  t h e  s m a l l  and  mi'cro e n t e r p r i e e  
f i n a n c i a l  mazket  f o r  PBOPEMI would be t h o a e  e n t r e p r e n e u r e  i n  t h e  
u p p e r  end of t h e  m i c r o  a c a l e  and  l o w e r  end o f  t h e  s m a l l .  A t  t h e  
t i m e  t h a t  t h i s  p o l i c y  was r e t  t h e r e  was r e l a t i v e l y  l i t t l e  
c o m p e t i t i o n  f o r  m i c r o  c r e d i t e .  Commercial  banks  g o t  i n t o  t h e  
b u s i n e s s  o f  sma l l -mca le  c r e d i t s  i n  1 9 8 4 ,  when l e g i s l a t i o n  was p a s s e d  
r e q u i r i n g  banks t o  e a r m a r k  1 5  p e r c e n t  o f  i t s  money f o r  l o a n e  t o  
s m a l l  b u s i n e s e e a .  B u t  t h i s  c r e d i t  l i n e  d i d  n o t ,  a s  a r u l e ,  r e a c h  
down t o  m i c r o  l e v e l  e n t r e p r e n e u r s .  Tha t  changed  i n  A p r i l  1986 .  
B e f o r e  PROPEMI c o u l d  open  i t s  d o o r s ,  t h e  Government p a s e e d  a n o t h e r  
l a w  which r e q u i r e d  a l l  n a t i o n a l  banks t o  s e t  a s i d e  2.5 p e r c e n t  o f  
i t s  f u n d s  fo: c r e d i t  t o  m i c r o  b u s i n e s s e s .  So b e f o r e  g e t t i n g  
e t a r t e d ,  t h e  marke t  p i c t u r e  had changed s i g n i f i c a n t l y .  (PROPEMI 
would n o t  make i t s  f i r s t  l o a n  u n t i l  J u n e  of  1 9 8 6 . )  

TABLE 8.1 

SMALL AND MICRO CREDIT RESOURCES 

AGESAL + ( E S / P V O )  
Banco d e  Fomento A g r o p e c u a r i o *  
Comite Pro-Clubes  d e  Amas d e  Casas  Campesinas  + ( E S / P V O )  
D I D E C O *  
FEDECACES* 
FIGAPE +* 
FIDECCREDITO +* r 

FINCA + (US/PVO: p r e s e n t l y  i n  a  TA r o l e )  
F o s t e r  P a r e n t 8  + (US/PVO) 
FUNDASAL + (BS/PVO) 
SAVE THE CHILDREN + (us/PBO) 
N a t i o n a l  Banks' S E ~ U  and U i c r o - C r e d i t  Wicdoww* 

* - Government proguamr w i t h  r u r a l  b r a n c h e s  
+ = C r e d i t s  t o  r m a l l e r / m m a l l e ~ t  m i c r o  e n t r e p r e n e u r s  

L i k e  t h e  commerc i a l  banks ,  PROPEMI d o e s  n o t  p r o v i d e  c r e d i t s  t o  
e n t r e p r e n e u r s  a t  t h e  l o w e r  e n d  o f  t h e  m i c r o  s c a l e .  PBOPEMI's 
t a r g e t e d  m a r k e t  r e g u e n t  is I n d i c a t e d  i n  T a b l e  8 .2  below. SAVE THE 
CHILDREN, F o s t e r  P a r e n t r  and Comite  Pro-Clubes  d e  Amas de  C a s a s  
C a n p e s i n a s  d o  make much loane a v a i l a b l e ,  b u t  f o r  r u r a l ,  n o t  u r b a n  



p o p u l a t i o n s .  (Ths  l e t t e r ,  w i t h  a 1 0 5  s m a l l / m i c r o  l o r n  p r o j e c t ~  
p o r t f o l i o ,  i s  a t o t a l l y  a e l f  - f i n a n c e d  S a l v a d o r a n  PVO r v l l i n g  k i t c h e c  
waree  and wae founded  25 y e a r s  a g o  by midd l a -uppe r  c l r r r  u r b a n  women 
i n  e u p p o r t  of r u r a l  woman e n t r e p r e n e u r s . )  FIDECCREDITO, r a i d  t o  be  
t h e  o l d e s t  s m a l l  and m i c r o  l e n d i n g  i n e t i t u t i o n  i n  t h e  n a t i o n  ( a b o u t  
40  y e a r s ) ,  i n c l u d e s  a m i c r o  l i n e  o f  c r e d i t  a t  t h e  r m a l l a a t  m i c r o  
l e v e l ,  a  e i g n i f i c a n t  p o r t i o n  o f  which  i e  f o r  u r b a n  r e a i d a n t o .  T h i o  
c r e d i t  l i n e  i s  i n t e n d e d  p r i m a r i l y  f o r  o t r e e t  and  p u b l i c  marke t  
m e r c h a n t s /  
v e n d o r s ,  t h e  g r e a t  m a j o r i t y  ( o v e r  95  p e r c e n t )  b a i n g  women. I t s  
ecope  d o e s  n o t  i n c l u d e  t h o v e  i n d i c a t e d  a e  "Pre-Micro." 

MARKET SEGMENT 

FUSADES c h o i c e  02 a  marke t  segment  w i t h i n  t h e  v e r y  complex e m a l l  and 
m i c r o  f i n a n c i a l  m a r k e t  was t h e  t o p  e n d  of  "micro"  a n d  t h e  l o w e r  end  
of " s m a l l "  a s  i l l u s t r a t e d  below.  A t  t h e  time t h a t  FUSADES, w i t h  
PADF program d e s i g n  c o n s u l t a n t e ,  we re  d e e i g n i n g  t h e  program,  
n a t i o n a l  banks  were  n o t  i n  t h e  m i c r o  c r e d i t  making  b u e i n e e e .  

The PROPEMI m a r k e t  segment  was l i m i t e d  t o  e e t a b l i r h e d  emall a n d  
m i c r o  b u s i n e a e e s .  T h i s  p o l i c y  was a d o p t e d b e c a u e e  i t  wae b e l i e v e d  
t h a t  t h e s e ,  r a t h e r  t h a n  s m a l l e r  m i c r o s ,  had a  b e t t e r  p o t e n t i a l  f o r  
g rowth  and  had  p r o m i s e  f o r  a s i g n i f i c a n t  g e n e r a t i o n  o f  employment.  
Moreove r ,  a  good number o f  e n t r e p r e n e u r s  w i t h i n  t h i s  m a r k e t  s egmen t  
were  f o r m a l l y  e d u c a t e d ,  a f a c t o r  which  was a n  i m p o r t a n t  
c o n s i d e r a t i o n  f o r  t h e  FUSADES d e c i s i o n  t o  i n c l u d e  b u s i n e s e  
a d m i n i s t r a t i o n  e d u c a t i o n  i n  t h e  l i s t  of PROPEMI's s e r v i c e s .  

\ TABLE 8 . 2  

PROPEMI's TARGETED MARKET SEGMENT 

L a r g e e t - S m a l l  
L a r a e r - S m a l l  
~ e d i u m - s m a l l  
SMALLER-SMALL 

PROPEMI's T a r g e t  LARGES T-MICRO - 
MEDIUM-MICRO 
S m a l l e r - M i c r o  
S m s l l e e t - M i c r o  

(PRE-MICRO) 

The Cha i j -Wl l l i ams -Es t eve .  R e p o r t  recomaenda  t h a t  r c r i o u a  t h o u g h t  b e  
g i v e n  t o  t h e  r p i e - o f f  of PBOPEMX. It a u g g e e t s  a r e a s o n :  namely t h a t  
t h e  f u n d a m e n t a l  macro  economic  o b j e c t i v e e  of PUSADES are  a t  o d d s  
w i t h  t h e  m i c r o  economic  o b j e c t i v e e  of PBOPEMI. The R e p o r t  a l s o  - 
s u g g e s t s  t h a t  FUSADES p o s s e a e e s  n e i t h e r  t h e  r t a f f  nor  t h e  i n c l i n a t i o  
t o  d e a l  w i t h  m i c r o  b u e i n e s s  i s s u e s .  

However, PROPEMI i s  u r g e n t 1  n e e d e d  b  FUSADES i n  o r d e r  t o  g i v e  i t  a 
much n e e d e d  d e g r e e  o f  c r e d i  < i l i t y .  PKOPEMI a h o u l d  c a k e  t h e  l e a d  r o l  



i n  r a n c h i n g  o u t  t o  and  a a o i r t i n g  low incomr  r o d  d i r r d v a n t a g r d  
p o p u l a t i o n r  i n  m i c r o - r n t r r p r i r r  d r v o l o p m r n t  which 1s ul idoly r r g a r d r d  
t o  h o l d  t h e  moot r r r l i r t i c  p r o m i r r  o f  incomr g r n r r a t i o n  f o r  r g r o a t  
number of  p e o p l e  who a r e  o t h e r w i r o  r t a t i o t i c r l l y  unemploy rb l e .  
Acco rd ing  t o  t h e  R e p a r t ,  t h o  i m p a c t  o f  t h o  PUSADES programc on t h e  
poo r  i e  r p r i n c i p a l  isrur  f o r  USAID. 

Ic s p i t e  o f  b e i n g  a t  o p p o o i t r  e n d s  of t h e  d r v e l o p m r n t  e f f o r t ,  w i t h  
v a s t l y  u n e q u a l  f u n d a  a t  t h e i r  d i o p o s a l  ( a p p r o x i m a t e l y  33 m i l l i o n  
d o l l a r s  o b l i g a t e d  f o r  t h e  u p p e r  end a r  opposed t o  t h r r r  m i l l i o n  f o r  
e m a l l  and  m i c r o  o n t r e p r s n e u r o )  PUSADES a n d  PROFEM1 wore  r e e n  -- from 
q u i t e  d i f f e r e n t  and  p o l i t i c a l l y  opporod p r o f e r e i o n a l  r r c t o r r  o f  
S a l v a d o r a n  s o c i e t y  -- a e  b a i n g  i n t e g r a l  t o  r a c h  o t h e r .  S r p a r e t i n g  
t h e  two i n  t h e  p r e r e n t  S a l v a d o r a n  p o l i t i c a l  r i t u a t i o n  would s e r v e  a s  
a n  u n f o r t u n a t e  s i g n / s y m b a l  f o r  s i g n i f i c a n t  numbere o f  S a l v a d o r a n s  of 
t h e  c o n t i n u e d  and  u n p r o d u c t i v e  r t a t e  of  e x t r e m e  p o l a r i z a t i o n  between 
t h o s e  s s s o c i a t e d  w i t h  t h e  r i c h  and  poo r .  

A MAJOB CMLLENCB 

Micro c r e d i t  program8 have  become a much d i a c u o s e d  t o p i c  i n  
deve lopmen t  c i r c l e s .  A g rowing  l i t e r a t u r e  on t h e  s u b j e c t  i n d i c a t e 8  
e i g n i f i c a n t  examples  o f  s u c c e e s .  What i e  w o r t h y  of  n o t e ,  however ,  
i s  t h a t  moat w e l l  known m i c r o  c r e d i t  p r cg rams  f o r  t h a t  l e v e l  o f  
m i c r o  i d e n t i f i e d  i n  T a b l e  8.2 a s  "Sma l l e s t -Mic ro"  and  "Pre-Micro"  
a r e  p r o p e r  t o  r u r a l  p o p u l a t i o n s :  e . g . ,  Crameen Bank ( B a n g l a d e s h ) ,  
BKK ( I n d o n e s i a ) ,  Women'r Working Forum ( I n d i a ) .  A C C I O N - A I T E C  ( w e l l  
known t o  U S A I D )  h a s  d e v e l o p e d  e m a l l -  a n d  m i c r o - c r e d i t  p rograms  I n  35 
c i t i e s .  Many of A C C I O N - A I T E C ' s  i n i t i a l  l o a n s  t o  i n d i v i d u a l e  b e g i n  
w i t h  sums a s  low a e  f i f t y  d o l l a r s .  T h e i r  a v e r a g e  i n d i v i d u a l  l o a n  
amoun t s ,  howeve r ,  a r e  s i g n i f i c a n t l y  h i g h e r :  o v e r  e i g h t  h u n d r e d  
d o l r a r s  f o r  l o a n s  t o  i n d i v i d u a l s  i n  b o t h  San J o e e  and  T e g u c i g a l p a .  
I n  o t h e r  worde t h e  demand f o r  m i c r o  c r e d i t  w i t h i n  c i t i e s  f o r  t h e  
s m a l l e s t  and  p re -mic ro  marke t  s egmen te  a r e  v e r y  f a r  f rom b e i n g  met 
by PVOINGO o r g a n i z a t i o n s 3  

PROPEMI'a e x p e r i e n c e  h a s  d e v e l o p e d  i n  t h e  p o o r e r  e e c t i o n e  of  t h e  
C i t y .  It i s  i n  t h e e e  a r e a 8  t h a t  moat o f  t h e i r  c r e d i t  a n d  
b e n e f i c i a r i e s  r e e i d e .  While  PROPEMI'a t a r g e t e d  marke t  segment  h a s  
n o t  been  San  S a l v a d o r ' s  smallest a n d  p re -mic ro  e n t r e p r e n e u r s ,  
s i g n i f i c a n t  knowledge  haa  been a c q u i r e d  of  a u n i q u e  u r b a n  
soc io -economic  m i l i e u  s o  t h a t  k n o w l e d g e a b l e  work ing  o u t r e a c h  models  
a c c e e s i n g  t h a t  m a r k e t  regment  c a n  b e  d e e i g n e d  and  t e s t e d .  

8.1.1 THE IIPOBHAL CREDIT SYSTEM 
1 .L  

An unknown d e g r e e  o f  m i c r o  c r e d i t  demand i r  b e i n g  met a t  t h e  l o w e s t  
l e v e l e  by a n  i n f o r m a l  c r e d i t  eyetem.  Some k n o w l e d g e a b l e  o b r e r v e r e  
a r g u e  t h a t  t h e  m i n g l e  most i m p o r t a n t  cource of m i c r o  c r e d i t  i r  t h e  
i n f o r m a l  e e c t o r  i t s e l f ,  a n d  t h i s  t h r o u g h  a v e r y  w ide  r a n g e  o f  money 
l e n d e r s .  U n f o r t u n a t e l y ,  t h e  money l e n d i n g  p r a c t i c e r  and  o t h e r  u s e s  
o f  money w i t h i n  t h e  i n f o r m a l  s e c t o r s  o f  T h i r d  World c i t i e s  h a s  n o t  



been docurnrnted.  S t e r e o t y p e r  p r r d o m i n a t e ,  one  of  t h e  moat common 
b r i n g  t h e  Simon L e c r e a  t y p r  o f  l o a n  r h a r k  who cha rgev  t w e n t y / t h i r t y  
and more p e r c e n t  i n t r r s r t  r a t e r  d a i l y .  Such  p r o p l a ,  d o u b t l e r e l y ,  
a r e  pazc  o f  t h e  p i c t u r e .  

But t h e  i n f o r m a l  c r r d i t  r y s t e m  i r  uuch more complex.  It i n c l u d e 8  
money l e n d e r s  who a r e  k i n ,  n e x t - r t a l l ,  o r  a d j a c e n t  f l o o r  s p a c e  
n e i g h b o r s  w i t h  whom one  ha8  r e l a t e d  f o r  l o n g  p e r i o d s  of t i m e  a n d  
a c c o r d i n g  t o  d i f f e r e n t  r o l r s  -- i n c l u d i n g  t h a t  o f  money l e n d e r .  
P e o p l e  a t  t b e  l o w e s t  m i c r o  and  p r s - m i c r o  l e v e l s  borrow v e r y  smaXl 
sums of  money from e a c h  o t h r r  f r e q u e n t l y .  Those  who l o a n  l a r g e r  
amoun t s ,  b u t  s t i l l  v e r y  rma l l ,  a r e  v e n d o r s  i n  more permanent  marke t  
r t a l l s  and  t b o s e  w i t h  pe rmanen t  lock-up  s t o r e s .  It i s  from t h e s e  
l a t t e r  t h a t  t h e  s m a l l e r t  a n t r a p t e n s u r e  have  been making c r e d i t  
p u r c h a e e s  f o r  y e a r a ,  h a v i n g  begun w i t h  v e r y  s m a l l  amounts  a n d  
i n c r e a e i n g  a s  t h e  r t o t a  owner h a s  coma t o  know t h e  bo r rower .  I n  
v e r y  many c a s e s ,  " i n t e r e a t "  n e e d e  t o  be  u n d e r e t o o d  i n  t e r m s  of 
i n - k i n d  t e r m s .  

S m a l l e a t  and p re -mic ro  men and women a r e  o b l i g a t e d  even  t o  money 
l e n d e r s  who p u r s u e  t h e  m a x i m i z a t i o n  o f  p r o f i t s  r u l e  t o  t h e  w o r s t  
p o s s i b l e  e x t e n t .  Even i n  s u c h  c a s e s  a b o r r o w e r  i s  f r e q u e n t l y  
g r a t e f u l  b e c a u s e ,  i n  h i a / h e r  v iew,  a n  i m p o r t a n t  e e r v i c e  h a s  been  
p r o v i d e d .  Micro c r e d i t  l e n d e r e  and b o r r o w e r s  v e r y  f r e q u e n t l y  
u n d e r s t a n d  t h a t  a  e e r v i c e  w i l l  be  p r o v i d e d  by t h e  bo r rower  i n  r e t u r n  
f o r  t h e  f a v o r  of h a v i n g  been l e n t  money. Formal  i n t e r e s t  i s  n o t  
a l w a y s  i n v o l v e d ,  These  s e r v i c e s  c o n s i s t  o f  e r r a n d s ,  s p e c i a l  l a b o r ,  
c h i l d  c a r e ,  s e c u r i t y ,  oome t e c h n i c a l  work i f  t h e  bo r rower  i s  a 
t e c h n i c i a n  of some k i n d .  It would be s u r p r i s i n g ,  i n d e e d ,  i f  some of 
t h e  above  c o n e i d e r a t i o n e  were  n o t  a p r o p o s  t o  E l  S a l v a d o r ' s  i n f o r m a l  
s e c t o r  i n  w h i c h  most  o f  t h e  C i t y ' s  s m a l l e s t  and  p re -mic ro  
e n t r e p r e n e u r s  e a r n  a l l  o r  p a r t  o f  t h e i r  r u b s i s t e n c e  n e e d s .  

T h e r e  h a s  been much d i e c u s s i o n  i n  deve lopmen t  c i r c l e s  a b o u t  what  
c o n s t i t u t e s  a m i c r o  b u s i n e s s  e n t e r p r i s e .  A w i d e l y  h e l d  o p i n i o n  
m a i n t a i n s  t h a t  t h e  t e r m  " m i c r o - e n t e r p r i e e w  i s  most a p p r o p r i a t e l y  
u s e d  i n  r e f e r e n c e  t o  a b u s i n e s s  t h a t  l a  p o o r l y  c a p i t a l i z e d  on t h e  
one  hand ,  and employe fewer t h a n  f i v e  w o r k e r s  on  t h e  o t h e r  -- t h e s e  
f r e q u e n t l y  b e i n g  w i t h i n  a k i n  a r o u p .  A n o t h e r  f e a t u r e  o f  t E e  i d e a l  
d e f i n i t i o n  i s  t h a t  a  m i c r o  e n t e r p r i e e  d o e s ' b u s i n e s s  w i t h i n  t h a t  
s e c t o r  o f  t h e  economy l a b e l e d  by economic  deve lopmen t  p e o p l e  a s  
" i n f o r m a l , "  "underground '  o r  "8hadow.' Theee  e n t e r p r i s e s  a re  s t i l l  
e o n s i d e r e d  by many t o  b e  m a r a i n a l  t o  t h e  l a w ,  b u t  t h i s  v i ew  i s  f a s t  
g i v i n g  way t o  a n o t h e r  w h i c h - a c e s  t h e  i n f o r m a l  o e c t o r  as  a n  i n t e g r a l  
p a r t  o f  t h e  economy. I n  rome T h i r d  World c a e e s  t h e  i n f o r m a l  o e c t o r  
i s  b e l i e v e d  t o  s u r p a s s  i n  i m p o r t a n c e  t h e  " f o r m a l  o e c t o r . "  Bernando  
d e  S o t o ' s  E l  O t t o  S e n d e r o  ( t h e  I n f o r m a l  S e c t o r  I n  P e r u )  s u g g e s t s  
s u c h  a n  a rgumen t .  

I have  l i s t e d  t h e  t e r m  "pre-micro."  The t e r m  s i g n i f i e s  a n  I m p o r t a n t  
r e a l i t y ,  one  which  c a n  b e  e a s i l y  o b e e r v e d  i n  a n y  l a r g e  e t r e e t  
m a r k e t .  "Pre-micro"  r e f e r s  t o  t h a t  g r e a t  amount o f  e n t r e p r e n e u r i a l  



a c t i v i t y  by t h e  p o o r r s t  p e r r o n r  i n  t h e  o o c i e t y :  i . e . ,  t o r t i l l a  and 
a m b u l a t o r y  maal  m r k a r s ,  c l e a n i n g  p e r s o n s  and l a u n d r r e r r ,  hawkers  of 
w h a t e v e r  a r t i c l e  and s e r v i c e  t h a t  w i l l  e u p p l y  soma p a r t  of t h e  d a y ' e  
n e e d s .  

The e x t e n t  t h a t  t h e r e  "p ra -mic ro"  p e r s o n a  can  be c a l l e d  
e n t r e p r e n e u r 8  i n  a  s t r i c t  u e n r a  hae  been h o n e s t l y  d e b a t e d  by many 
r c h o l a r e ,  a 8  hae  t h e  i m p a c t  o f  t h e i r  e c o n o n i c  s c t i v i t i e e  i n  t h e  
mic ro  economies  o f  t h e i r  immed ia t e  communi t i a s ,  a n d  t h e i r  i m p a c t  on 
t h e  g r e a t e r  macro p i c t u r e .  U n t i l  t h e  r e c e n t  m i c r o  b u o i n e r r  
l e g i r l a t i o n  by t h e  U.S. C o n g r a s e ,  which mandated 1 2 5  m i l l i o n  o f  A I D  
funde  f o r  v e r y  e m a l l  ($300  uaximum) c r a d i t e  d u r i n g  PYs ' 8 8  and '89, 
AID l a r g e l y  a v o i d e d  f u n d i n g  t h i o  l o w a e t  and p re -mic ro  l e v e l  o f  
e n t r e p r e n e u r i a l  a c t i v i t y  bdcauoe  i t  was b e l i e v e d  t h a t  s u c h  
a s s i s t a n c e  d i d  n o t  have  r i g n i f i c a n t  deve lopmen t  b e n e f i t e .  

I n  many c a s e s  t h e s e  Pra-Micros  a r e  i n d i s t i n g u i s h a b l e '  f rom t h o s e  
i d e n t i f i e d  a e  Lowest-Micro.  One d i e t i n g u i e h i n g  f e a t u r e  i n  many 
c a e e s  i s  b u s i n e n s  s t a b i l i t y ,  i . e . ,  t h e  l a t t e r  r e 1 1  a n d / o r  make 
p r e t t y  much t h e  same t h i n g  d a y  a f t e r  day .  I n  u r b a n  a r e a s  t h e s e  
Loweet and Pre-Micros  a r e  g e n e r a l l y  t h e  m a j o r i t y  and t h e y  have  been  
t h e  most  d i f f i c u l t  E e c t o r  t o  a s s i s t .  I n  many ways Pre-Micro p e o p l e  
a r e  t h e  u n t o u c h a b l e s  of t e e m i n g  T h i r d  World c i t i e s .  A c c e s s i n g  them 
i s ,  c e r t a i n l y ,  one of  t h e  d e ~ e l o p m e n t  communi ty ' s  most  s i g n i f i c a n t  
c h a l l e n g e s .  

8.1.3 DEFINITION.OP 'SMALL' 

Ddvelopment w o r k e r s  have  a l e o  had a  d i f f i c u l t  t i m e  a g r e e i n g  on a  
d e f j n i t i o n  f o r  " s m a l l . "  A I ~ / ~ a s h i n g t o n  (S&T/RD) h a s  f a v o r e d  a 
l e s s - t h a n - f i f t y  employee l i m i t .  T h i s  f i g u r e  was used i n  t h e  PBOPEMI 
p r o p o s a l .  The t e n d e n c y  i n  E l  S a l v a d o r ,  however ,  a p p e a r s  t o  be t o  
c o n s i d e r  a  b u s i n e s s  "small" j.f i t  h a s  l e s s  t h a n  20 employees .  A s  
r e g a r d s  c a p i t a l / f i x e d  a s s e t s  r e q o t r e m e n t s  f o r  a s s e s s i n g  " s m a l l , "  
t h e r e  i s  no a g r e e m e n t .  The 1987  INCAE s t u d y  i n d i c a t e s  a c a p i t a l  
s p r e a d  f rom C5,000 t o  C500,OOO. Accord ing  t o  a b a n k e r  i n f o r m a n t ,  
t h e  Banco ~ e z t r a l  d e  ~ z s e r v a  d e  E l  S a l v a d o r  c o n s i d e r s  a n  e n t e r p r i s e  
" s m a l l "  i f  i t s  c a p i t a l / f i r e d  a e s e t e  d o  n o t  e x c e e d  - C750,OOO. 

8 2 MANAGBMENT * 

8.2.1. ADHINISTBATIVE ASPBCT OF MANAGEMENT 

I n  s p i t e  of some p rob lems  v i t h ' r e a l i z i a g  t h e i r  m a r k e t  p r o j a c t i o n s  
f o r  c r e d i t ,  PROPEMI h a s  d e v e l g p a d  i n t o  a f i n e l y  a d m i n i s t e r e d  and  
p r o f e s s i o n a l  human r e r v i c t  u n i t .  The e v a l u a t i o n  team member a s s i g n e d  
t o  t h e  PROPEMI e v a l u s t i o n  r p e n t  a b o u t  f o u r  h o u r s  d a i l y  w i t h  PROPEMI 
r t a f f ,  a e s e s s i n g  many a r p e c t e  o f  t h e i r  management r e s p o n s i b i l i t i e s .  
I n c l u d e d  w e r e  i n t e r v i e w s  w i t h  1 6  PROPEMI program b e n e f i c i a r i e e  i n  
t h e i r  p l a c e s  o f  b u s i n e r e  r e g a r d i n g  t h e i r  knowledge  o f  FUSADES, t h e  
PROPEMI program,  t h e  v a l u e  of  t h e  c o u r s e  t o  t h e i r  b u s i n e s s  
o p e r a t i o n s ,  t h e  pos t -dSsbursemene  t e c h n i c a l  a s s i e t a n c e ,  a n d  t h e  
p e r e o n n e l  who r e g u l a r l y  v i a f t e d  them. Comments were c o n s i s t e n t l y  
p o s i t i v e  a n d  s u p p o r t i v e .  

DEIELOPUEhT ASSOCIATES, LVC. - 



Most a e p s c t s  of a d m i n i r t r s t i o n  and manogomunt were  r r a m i n e d  a n d / o r  
o b s e r v e d ,  and d imcussed  a t  l e n g t h  w i t h  r t a f f  and b o a r d  mombrrr and 
r c e p o n s i b l e  AID/ES o f f i c i a l r .  T h e r r  i n c l u d r d  program m a r k e t i n g  
s t r a t e g i t a ,  l o a n  g r o c e r s i n g  and  d a t a  c o n t r o l  r y a t o m r ,  c o u r r e  
c o n t e n t s  and c l eae room p r o c e d u r e s ,  c o u r s e  g r a d u a t i o n  c r r o m o n i r o ,  
t e c h n i c a l  a e s i e t a n c e  i u  f i e l d  c i t u a t i o n o ,  a n n u a l  p l a n a  a n d  d r c i r i o n  
making p r o c e d u r e s  a n d  p o l , i c i e a .  Mora le  and c o o p u r a t i o n  among r t a f f ,  
and t h e i r  d e d l c s t i o n  t o  b a n r f i c i a r i e e ,  was judged  t o  be w a l l  above  
8he o r d i n a r y ,  I n  t h e  o p i n i o n  of t h i n  e v a l u a t o r ,  most a d m i n i r t r a t i v e  
a s p e c t s  of management a r e  o x c ~ l l e n t .  It  i r  b e l i e v e d  t h a t  p r e s e n t  
s t a f f  a r e  c a p a b l e  of  aseuming  a d d i t i o n a l  and s i g n i f i c a n t l y  more 
complex r e s p o n s i b i l i t i e s  w i t h  min ima l /no rma l  i n r t r u c t i o n .  

8.2.2 POLICY AND PROCBAXHING 

One management problem may be i n  t h e  a r e a  of a e e e r t i v e n r r r  whe re  
p o l i c y  i s  i n v o l v e d .  The re  i s  i m p o r t a n t  c r e a t i v i t y  among key  s t a f f  
which i s  h s e e d  on s o l i d  p r o f e r e i o n a l  e x p e r i e n c e .  T h i s  e x p e r i e n c e  
c o u l d  be s i g n i f i c a n t l y  enhanced  by c o n t a c t  a n d  d i a l o g u e  w i t h  euch  
o r g a n i z a t i o n s  a 8  ACCION-AITEC. I n n o v a t i v e  programming i d e a s  were  
c l e a r l y  e x p r e s s e d  by s t a f f  when a s k e d  a b o u t  f u t u r e  program 
d i r e c t i o n s  f o r  PROPEMI i n  t e r m s  of i t s  impac t  on t h e  r m a l l e e t  
r e p r e s e n t a t i v e s  o f  t h e  m i c r o - b u s i n e e e  community. However, t h e s e  
i d e a s  do n o t  a p p e a r  t o  be e a s i l y  s h a r e d  w i t h  Commieeion members who 
a r e  t h e  f o r m a l  p o l i c y m a k e r e .  What c a n  e a s i l y  r e s u l t  when t h i s  i s  
t aken  t o  e x t r e m e s  i s  a  r e a c t i v e  management s i t u a t i o n .  The problem 
m a y  n o t  be a s e r i o u s  one a t  PROPEMI, b u t  i t  n e e d s  t o  be wa tched .  

8.2'3 PEBS ONNBL 

The p r o f e s s i o n a l  s t a f f  of PROPEMI a l l  have  u n i v e r e i t y  d e g r e e s  i n  t h e  
f i e l d s  o f  e c o n o m i c s ,  b u s i n e s e  a d m i n i s t r a t i o n ,  e n g i n e e r i n g ,  and  
s o c i a l  work. A l l  have  been employed a t  PROPEMI f rom p e r i o d s  of  
f i f t e e n  t o  t w e n t y - e i g h t  months .  Excep t  f o r  t h e  E x e c u t i v e  D i r e c t o r ,  
and t h e  D i r e c t o r  of C r e d i t  ( r e c e n t l y  r e s i g n e d ) ,  none  had  p r e v i o u s  
c r e d i t  e x p e r i e n c e ,  b u t  s i g n i f i c a n t  human s e r v i c e  e r p e r i e u c e .  

S a l a r y  l e v e l s  a p p e a r  t o  be s l i g h t l y  l o w e r  t h a n  r o u g h l y  p a r a l l e l  
p o s i t i o n s  l a  n a t i o n a l  bank., a n d  oome d i s e a t i o f a c t i o n  wan e x p r e s s e d  
r e g a r d i n g  t h e  i s s u e :  b u t  n o t  t o  a n  e x t e n t  r u g g e e t i n g  l o r  m b r a l e .  
S t a f f  m o r a l e  i s  h i g h .  

An a n a l y s i s  o f  t h e  r e s i d e a f i a l , a x e a e  i n  which  p r o f e e r k i o n a l  r t a f f  
make t h e i r  homes i n d i c a t e  ths5-most o u t r e a c h  w o r k e r s  c a l l e d  a e e s o r e s  
r e s i d e  i n  t h o s e  e e c t i o n e  o f . t h e  S a n  S a l v a d o r  m e t r o  area c l a c e i f i e d  
a s  l o w e r / p o o r e r ,  m i d d l e / l o w e r  a n d  m i d d l e  c l a a e  n e i g h b o r h o o d s .  Such  
r e s i d e n c e  p a t t e r n s  a r e  a i g n i f i c a a t  f o r  a s e e s a i n g  t h e  c a p a b i l i t y  o f  
s t a f f  t o  r e l a t e  t o  t h e  r o c i a l  c o n d i t i o n s  u n d e r  wh ich  a p a r t i c u l a r  
g roup  of  c l i e n t s ,  i n  t h i e  case e n t r e p r e n e u r e ,  need  t o  l i v e ,  work and  
i n v e s t .  



8.3 PROGRAM EBRECTXVENES8 

FUSADES c h o i c e  of  a m a r k e t  r e g m r n t  w i t h i n  t h e  v e r y  complex r m a l l  and 
m i c r o  f i n a n c i a l  m a r k r t  war t h e  t o p  and of "mic ro"  a n d  t h e  l o w e r  end 
of  " r m a l l " ,  am i l l u r t r a t e d  i n  T a b l e  11. A t  t h e  t ima  t h a t  FUSAPES 
wae d a o i g n i n g  t h e  program,  n a t i o n a l  banke were n o t  y r t  i n  t h o  m i c r o  
c r e d i t  making b u r i n e r s .  

The marke t  segment  r a l e c t e d  by FUSADES was l i m i t e d  t o  a r t a b l i r h r d  
s m a l l  and m i c r o  b u r i n e r r e r .  T h i r  p o l i c y  war d e c i d e d  upon b r c a u s r  i t  
wae b e l i e v e d  t h a t  t h a r a ,  r a t h e r  t h e n  u m a l l e r  m i c r o - r n t o r p r i r s r ,  had 
p o t e n t i a l  f o r  bumin ros  growth :  a n d  t h i e  i n  t u r n  h e l d  p r o m i r r  f o r  t he  
s i g n i f i c a n t  g e n e r a t i o n  of  employment.  Moreovar ,  a good num6rr  o f  
e n t r e p r s n e u r r  w i t h i n  t h i s  m a r k e t  regment  were  f o r m a l l y  e d u c a t e d  -- B 
f a c t o r  which was v iewed as  a n  i a p o r t a n t  c o n e i d e r a t i o n  f o r  t h e  
d e a i s i o n  t o  i n c l u d e  bumineee a d m i n i s t r a t i o n  e d u c a t i o n  i n  t h s  l i m t  01 
PROPEMI1~ e e r v i c e r .  

UNEXPECTED COMPETITION 

A c o n s i d e r a t i o n  f o r  t h e  program d e s i g n e r s  was a  r e l a t i v e l y  low l e v e l  
o f  c o m p e t i t i o n  f rom o t h e r  c r e d i t - p r o v i d i n g  i n e t i t ~ t i o n a  s e r v i n g  t h a t  
g e n e r a l  s m a l l  and  m i c r o  m a r k e t  eegment .  I n  A p r i l  o f  1 9 8 6 ,  however ,  
t h e  Monetary Board p a s s e d  a  b a n k i n g  r e g u l a t i o n  r e q u i r i n g  t h a t  2.5 
p e r c e n t  of a  b a n k ' e  p o r t f o l i o  be s e t  a a i d e  f o r  a  m l c r o  c r e d i t  window 
a t  a 1 3  p e r c e n t  i n t e r e s t  r a t e  f o r  l o a n s  o f  one  y e a r  o r  u n d e r .  
(PROPEMI's r a t e  i e  1 5  p e r c e n t ,  r e g a r d l e s s  o f  t i m e . )  Two p e a r s  
e a r l i e r  a  s i m i l a r  r e g u l a t i o n  had been  p a s s e d  which c a l l e d  f o r  t h e  
se t  a s i d e  of  1 5  p e r c e n t  o f  a  b a n k ' s  f u n d s  f o r  " ema l l "  b u s i n e s s  
c r e b i t s .  B e f o r e  PROPEMI had  made i t s  f i r a t  l o a n ,  n a t i o n a l  banks  had 
been  r e q u i r e d  t o  a s e i g n  1 7 . 5  p e r c e n t  o f  t h e i r  p o r t f o l i o  f o r  combined 
s m a l l  and  m i c r o  c r e d i t s .  

THE EARTHQUAKE 

The s i t u a t i o n  changed  q u i c k l y  a f t e r  t h e  e a r t h q u a k e  o f  O c t o b e r  1 9 8 6 ,  
f o u r  months  a f t e r  t h e  f i r s t  PBOPEMI c r e d i t s  were  d i e b u r e e d .  
F o l l o w i n g  t h a t  d e v a r t a t i n g  e v e n t ,  t h e  A I D  D i e a s t e r  B e l i e f  O f f i c e  
made a v a i l a b l e  f i f t y  m i l l i o n  d o l l a r s  f o r  h o u s i n g  and  o n a l l / m i c r o  
b u s i n e s s  c r e d i t s  t h r o u g h  t h e  n a t i o n a l  banks .  Ten a i l l j i o n  d o l l a r s  of 
t h i a  d i s a s t e r  r e l i e f  money was r a t  a s i d e  f o r  s m a l l  a n d  micgo 
b u s i n e s s  c r e d i t  t o  e n t r r p r e n e u r e .  These  i n c l u d e d  t h o s e  e n t r e p r e n e u r  
t a r g e t e d  w i t h i n  t h e  PROPEnf m a r k e t  r e p e n t  who were now a b l e  t o  
o b t a i n  c r e d i t  mote  q u i c k l y  ( w i t h o u t  n e e d i n g  t o  r u b m i t  t o  a f i v e  week 
c o u r s e )  and a t  r more  FavoraWle i n t e r e s t  r a t e  t h a n  t h e  g o i n g  PROPEX1 
c r e d i t  l i n e  i n t e r e r t  rate.  PPOPEMI became f a c e d  w i t h  a m a r k e t  
r i t u a t i o n  t h a t  had  significantly more c r e d i t  r e s o u r c e s  a v a i l a b l e  t o  
m i c r o  e n t r e p r e n e u r s  t h a n  when i t  f i r s t  d e s i g n e d  t h e  p r o l e c t .  



E f f o r t s  t o  m a r k r t  t h e  program h a v r  bean m o d i f i r d  r i n c e  i t r  a r v r n -  
month d r l a y r d  i n c o p t i o n  i n  A p r i l  o f  1986 .  I n i t i a l l y  t h o  a a r r o r  
o u t r e a c h  w o r k r r r  v i r i t e d  r m a l l  b u r i n a r s  u r t a b l i e h m e n t r  d o o r  t o  d o o r  
i n  a r a i g n e d  r r c t i o n a  o f  m r t r o p o l i t a n  San S a l v a d o r  t o  which AID 
r s q u e s t r d  t h r  program be i n i t i a l l y  l i m i t e d .  The i n i t i a l  m a r k e t i n g  
r t r a t r g y  wae a  r i m p l a  o n r r  doo r - to -door  v i r i 6 r  t o  r n t r r p r e n r u r s  o f  
t h e  r e l r c t e d  marke t  r r g a r n t  and newepapr r  a d v e r t i r r m e n t r  a n n o u n c i n g  
t h e  program.  The i n i t i a l  c o n t a c t i n g  r o l r  o f  t h e  a r r s o r r s  war t o  
i n v i t e  r n t t e p r r n e u r r  t o  p a r t i c i p a t e  i n  a n  i n i t i r l  g e t - a c q u a i n t e d -  
with-PROPEMI r r r r i o n  h e l d  u v r r y  Monday r v r n i n g  a t  t h e  PROPEMI 
o f f i c e s .  The t i m e  r p r n t  g o i n g  d o o r  t o  d o o r  f o r  i n i t i a l  c o n t a c t o  was 
e i g n i f i c n n t l y  r e d u c e d  w i t h  t i m e ,  a r  by t h o  f i r r t  y r a r ' r  end  a b o u t  
h a l f  o f  t h o s e  rhowing  up f o r  t h e  Mondey n i g h t  g e t - a c q u a i n t e d  
a r e a i o n s  were  r e f e r r a l s  by f o r m e r  e t u d e n t r ,  p a t t e r n  which 
c o n t i n u e s  t o  t h e  p r e s e n t .  

COUB SE REQUIREMENT 

The r e q u i r e m e n t  t h a t  t h e  b u e i a e s e  c o u r s e  be comple t ed  b e f o r e  
becoming e l i g i b l e  t o  s u b m i t  a  f o r m a l  c r e d i t  a p p l i c a t i o n  d i d  n o t  l e n d  
i t s e l f  t o  l a r g e  numbers of c r e d i t  a p p l i c a n t s .  The low number of 
c r e d i t  a p p l i c a n t r  was a t t r i b u t e d  by some t o  s u b s e q u e n t  c o m p e t i t i o n  
f rom t h e  s m a l l  and m i c r o  c r e d i t  windows r r t a b l i s h a d  w i t h i n  t h e  
n a t i o n a l  bank ing  spe t em.  O t h e r s  b e l i e v e d  t h e  d i s b u r a e n e n t  numbers  
n o t  t o  be l o w ,  m a i n t a i n i n g  t h a t  t h e  prob lem was w i t h  t h o s e  who 
e s t i m a t e d  b a d l y  a t  t h e  t i m e  t h e  m a r k e t  o b j e c t i v e  was f o r m u l a t e d ,  and  
w i t h  A I D  f o r  b e i n g  s o  i n s i s t e n t  on d i s b u r s i n g  t h e  money by a  c e r t a i n  
d a t e .  N e v e r t h e l e s s ,  s i n c e  t h e  b e g i n n i n g  o f  t h e  program,  f o r m a l  
c r e d i t  a p p l i c a n t s  a v e r a g e d  s i g n i f i c a n t l y  be low t h e  e s t i m a t e d  
number.  With a c r e d i t  c a p  of  C25,000.00 i t  became c l e a r  t h a t  
PROPEMI wae n o t  g o i n g  t o  meet z t e  o b j e c t i v e  of  d i s b u r s i n g  i t s  o v e r  
t e n * m i l l i o n  c o l o n  a l l o c a t i o n  by September  o f  1988 .  A t  t h e  b e g i n n i n g  
of 1988  t h e  d e c i s i o n s  w e r e  made t o  i n c r e a s e  t h e  l o a n  c a p  t o  
C50,000.00 c o l o n e s ,  t o  expand t h e  program t o  S a n t a  Ana and  San - 
M i g u e l ,  and 2 0  make m e r c h a n d i e i n g  e n t r e p r e n e u r s  e l i g i b l e  f o r  c r e d i t .  

8 '3 .2  LOAN APPLICATION PROCESS 

The e v a l u a t i o n  found  t h e  l o a n  a p p l i c a t i o n  p r o c e s s  t o  be v e r y  
t h o r o u g h .  I n i t i a l  c o n t a c t s  w i t h  p o t e n t i a l  PROPEMI c l i e n t s  were made 
by o u t r e a c h  w o r k e r s .  Each of  t h e  t a n  a s e o o r e s ,  s i x  men and  f o u r  
women, we re  i n i t i a l l y  a e s i g n e d  d e s i g u . a t e d  a e c t i o n e  o f  t h e  E i t y * r  
p o o r e r  ( n o t  p o o r e s t )  a r e a s .  One by one  t h e  a r e r o r e r  p r o c e e d e d  t o  
v i s i t  t h e s e  b u r i n e e e  e s t a b l i s h m e n t s  t o  d e r c r i b e  t o  t h e i r  ownere  
( c a l l e d  " e m p r e a a r i o s " )  t h e  PROPEM1 c r e d i t  and  b u e i n e s e  a d m i n i s t r a -  
t i o n  e d u c a t i o n  program a n d  t d 3 n v i t e  them t o  a n  I n i t i a l  g e t  
a c q u a i n t e d  r e a r i o n  a t  t h e  PBOPEHI o f f i c e  b u i l d i n g  on  any  Uonday 
e v e n i n g .  It i s  a t  t h i s  week ly  e v e n i n g  r r e e i o n  t h a t  t h e  PROPEMI 
program and t h e  g150 c o l o n e s  f e e  are e x p l a i n e d .  I n t e r e a t e d  
c a n d i d a t e s  a r e  t h e n  i n v i t e d  t o  e n r o l l  i n  t h e  n i g h t l y  f i v e  weak 
c o u r s e  f rom 5  t o  7 PM. A new c o u r s e  b e g i n s  e v e r y  Uonday e v e n i a g .  
The need  f o r  doo r - to -door  v i s i t s  h a s  d i m i n i s h e d  i n  r e c a n t  mon ths ,  a s  
more t h a n  h a l f  o f  new u t u d e n t s  l e a r n  a b o u t  t h e  program t h r o u g h  
PROPEMI a l u m n i  and  newspape r  announcements .  



On t h e  f i r o t  day  of  c l r r r  a r h o r t  form i r  f i l l r d  o u t  by t h r  
r t u d e n t .  T h i r  i r  t h e  f i r s t  of a i r  fo rms  t h e  r t u d r n t  w i l l  f i l l  o u t  
d u r i n g  t h e  f i v r  week c o u r r r .  B i r / h r r  f i l m  w i l l  i n c l u d e  two 
a d d i t i o n a l  fo rme p r e p a r e d  by t h e  C r e d i t  O f f i c r r r  one  t o  b r  f i l l r d  
o u t  d u r i n g  a v i r i t  t o  t h e  r m p r r r a r i o  r i g h t  d r y r  f o l l o w i n g  t h e  
d i s b u r s e m ~ n t  o f  t h e  c r e d i t ;  t h e  o t h e r  f o r  a p p r o p r i r t r  commrntr 
f o l l o w i n g  v i s i t s  a t  t h e  and of  t h e  f i r r t ,  s i x t h  and  e i g h t e e n t h  month 

The i n i t i a l  one  page  q u e s t i o n n a i r e  s a k e  a b o u t  t h e  r t u d e n t ' r  c r e d i t  
n e e d s .  The eecond  form i r  a  d e t a i l e d  c r e d i t  r n a l y r i r  f i l l e d  o u t  by 
t h e  s t u d e n t  w i t h  t h e  a r e i s t a m e  o f  t h e  a e r i g n r d  a r e a o r .  The 
p u r p o s e  of t h i s  r a t h e r  l e n g t h y  a n a l y r i a  p e r i o d  i r  n o t  r i a p l y  t o  g i v e  
PROPEMI c r e d i t  a n a l y s t r  t h e  needed  d a t a  upon which  t o  b a s e  a 
d e c i s i o n ,  b u t  a l e 0  t o  a s s i e t  t h e  r t u d e n t  t o  b r t t r r  u n d e r ~ t a n d  t h e  
c o n c e p t s  o f  c r e d i t ,  c r e d i t w o r t h i n e e s ,  and  t h e  b a s a r  upon which  
c r e d i t  d e c i s i o n 8  a r e  made. P r e p a r i n g  t h e  forme i r  a n  i m p o r t a n t  
a e p e c t  o f  t h e  t r a i n i n g .  Two o f  t h e  f i v e  r m p r s e a r i o e  v i s i t e d ,  who 
were  d m i e d  c r e d i t ,  p o i n t e d  t o  t h a t  p t o c e s e  a e  a v a l u a b l e  one  i n  
a n s w e r i n g  t h e  q u e s t i o n  p u t  t o  them a b o u t  what  t h e y  t h o u g h t  a b o u t  
PROPEM19s a d v e r s e  d e c i s i o n  on t h e i r  b e h a l f :  i . r . ,  t h e y  w e r e  
d i s a p p o i n t e d ,  b u t  c o n s i d e r e d  t h e  c o u r i e  v a l u a b l e  u s v e r t h e l e e e .  

Upon c o m p l e t i o n  of t h e  c r e d i t  a n a l y e i e ,  t h e  s t u d e n t  i e  a s s i e t e d  by 
t h e  a s e s o r  i t  f i l l i n g  o u t  a  f o r m a l  c r e d i t  a p p l i c a t i o n  form f o r  
h i m / h e r e e l f  and h i s / h e r  c o - s i g n e r  when one  i e  needed .  A c o - s i g n e r  
i s  needed  when t h e  l o a n  a p p l i c a n t  d o e s  n o t  have  a p p r o p r i a t e  
c o l l a t e r a l .  

From t h e  i n f o r m a t i o n - s u p p l i e d ,  t h e  C r e d i t  O f f i c e  p r e p a r e s  a r e c a p  
s h e e t  o f  t h e  c r e d i t  a n a l y s i s  i n f o r m a t i o n  f o r  t h e  oembere  of  t h e  
c r e d i t  commi t t ee .  A f i n a l  c l e a r a n c e  form i s  a t t a c h e d  t o  t h e  
comple t ed  p a c k e t  o f  f o r m s .  T h i e  c l e a r a n c e  fo rm i e  s i g n e d  by s e v e r a l  
PROPEMI t e c h n i c a l  employees  a s  a  c o n t r o l  and  a n  a a e u r a n c e  t h a t  a l l  
c r e d i t  making p r o c e d u r e s  h a v e  b e e n  f o l l o w e d .  The l o a n  i s  a p p r o v e d  
o r  n o t  by t h e  C r e d i t  Committee which  c o n s i s t s  of t h e  E x e c u t i v e  
D i r e c t o r ,  C h i e f  of T e c h n i c a l  S e r v i c e s ,  t h e  C r e d i t  O f f i c e r  a n d  t h e  
a s e s o r  a s s i g n e d  t o  t h e  c a s e .  D i sbu reemen t  f o l l o w s  as soon  a s  a  
c h e c k  c a n  be p r e p a r e d  -- u s u a l l y  t h e  n e x t  work ing  day .  

E i g h t  d a y s  f o l l o w i n g  d i s b u r e e m e n t ,  t h e  a s e s o r  v i s i t e  t h e  l o a n  
r e c i p i e n t  t o  a s s u r e  t h a t  t h e  l o a n  i s  b e i n g  u s e d  as  i n t e n d e d ,  a n d  t o  
g i v e  assistance i f  needed .  The f i n a l  c o n t r o l  document i s  f i l l e d  i n  
by t h e  a s e s o r  f o l l o w i n g  v i s i t s  a t  t h e  end of  t h e  f l r e t ,  s i x t h  a n d  
e i g h t e e n t h  month. Payments  on t h e  l o a n  a r e  made m o n t h l y  a t  t h e  
PROPEMI O f f i c e .  

'i . 
-4 

8 .3 .3  LOAN APPROVAL C B I T I R I A  

PROPEM19s l o a n  a p p r o v a l  c r i t e r i a  a r e  s i m i l a r  t o  t h o s e  u r e d  by 
commerc ia l  banks  i n  terms of  a s e e s s i n g  a n  a p p l i c a n t ' r  c r e d i t -  
w o r t h i n e s s .  Aa i m p o r f a n t  d i f f e r e n c e  was s a i d  t o  be t h e  r e l a t i v e l y  
few mor tgage -based  l o a n  a u a r a n t e e s  i n  t h e  PROPEMI p o r t f o l i o  -- o n l y  
5 of  614.  The c r i t e r i a  which  make8 PROPEMI u n i q u e  among s m a l l  and  



m i c r o - c r e d i t  makina  i n r t i t u t i o n r  l o  i t r  p o l i c y  t h a t  a l l  c r e d i t  
a p p l i c a n t e  need  t o  a n r o l l  i n  i t s  b u r i n e r r  a d m i n i a t r a t i o n  s t u d i e e  
program,  a f i v e  week, f i f t y  h o u r  ( two  h o u r s  n i g h t l y )  s o u r s e  of 
r t u d i e r  i n  f i v e  management r c i e n c e  f i e l d s :  a c c o u n t i n g ,  c o s t  
a n a l y r i e ,  m a r k e t i n g ,  program p l a n n i n g ,  and a d m i n i r t r e t i o n .  The 
i m p l i c a t i o n s  o f  t h l r  p o l i c y  w i l l  b e  examined below u n d e r  Course  
A n a l y e i e  (8 .3 .71.  A f t e r  t h e  i n i t i a l  a r r e r a m e n t  i r  made of t h e  
reasonableness of  t h e  r p p l i c a n t ' a  c r e d i t  needa  and  c h a r a c t e r ,  
c o l l a t e r a l  r e q u i r e m e n t o - a r e  d e c i d e d  upon t o  g u a r a n t e e  t h e  l o a n .  
Theee t a k e  t h e  f o r m s  o f t  (1) p e r s o n a l  g u a r a n t e e  of a  c o - e i g n e r r  ( 2  
equipment  and m a c h i n e r y ;  ( 3 )  l and /home m o r t g a g e ;  ( 4 )  a  c o m b i n a t i o n  
of t h e  above .  

S i n c e  t h e  p rog ram ' r  % n c e p t i o n  l o a n s  have  bean g u a r a n t e e d  a e  f o l l o w s  
( s e e  T a b l e  8 . 3 ) :  

TABLE 8.3 

TYPES AND NUMBER OF GOAN GUARANTEES 

Type of G u a r a n t e e  Number of Loans Amount 

Co-Signer  
Equipment 
Mortgage 
Mixed 

8 , 3 , 4  
\ 

INITIAL CONTACTS 

S i n c e  A p r i l  1986  t h e  a r e e o r  o u t r e a c h  w o r k e r s  have  v i s i t e d  a  t o t a l  oj 
8 , 4 7 3  s m a l l  and  m o s t l y  m i c r o  b u e i n e e e  e e t a b l i e h m e n t s .  Most we re  
l o c a t e d  i n  t h e  p o o r e r  r e c t i o n e  of t h e  m e t r o  a r e a ,  f e w e r  i n  t h e  
p o o r e s t  n e i g h b o r h o o d e  (where  p re -mic ro  e n t r e p r e n e u r e  a r e  d o m i n a n t )  
and f e w e s t  i n  m i d d l e  c l a s s  n e i g h b o r h o o d e  -- a l t h o u g h  h e r e  t o o  
e n t r e p r e n e u r s  r e s i d i n g  i n  t h e e e  a r e a s  were n o t  r e p r e s e n t a t i v e  of 
most r e s i d e n t s  i n  t h o s e  n e i g h b o r h o o d e ,  b u t  o f  p o o r e r  c l a e e e a .  

Visits t o  t h e  c i t y ' .  n e i g h b o r h o o d s  by d u t r e a c h  a e e s o r e s  were  
c o o r d i n a t e d  by t h e  o u t r e a c h  c o o r d i n a t o r  who d i v i d e d  t h e  c i t y  i n t o  
g r i d s .  V i s i t i n g  was done  o n  a doo r - to -door  b a s i s  o f  e s t a b l i s h e d  
e n t e r p r i s e s .  The p u r p o s e  o f  t h e  i n i t i a l  c o n t a c t s  a r e  t o  i n q u i r e  
i n t o  t h e  n e e d s  o f  t h e  a n t r e p r e n e u r ,  t o  d e o c r i b e  wha t  t h e  p u r p o s e  o f  
PROPEMI i s ,  and t o  i n v i t e  h i q / h e r  t o  a get-acquainted-with-PROPEMI 
e e e s i o n  a t  t h e  PROPEMI C e n t r r r -  

It was e s t i m a t e d  by  s e n i o r  s t a f f  t h a t  t h e  t o t a l  number of e s t a b l i s h -  
ments  v i s i t e d  r e p r e r e n t e d  a p p r o x i m a t e l y  70 p e r c e n t  o f  t h e  t o t a l  
number of  m i c r o  e n t r e p r e n e u r e  w i t h i n  t h e  l a r e e a t  and  medium m i c r o  
m a r k e t  segment  c h o s e n  by PUSADES, a n d  a b o u t  7 p e r c e n t  o f  t h e  t o t a l  
number of m i c r o  e n t r e p r e n e u r s  e x c l u d i n g  t h e  p re -mic ro  c a t e g o r y .  
Theee e s t i m a t e s  would p u t  t h e  t o t a l  number of  l a r g e s t  a n d  medium 
m i c r o  b u s i n e u s e s  i n  t h e  m e t r o  a r e a  o f  San  S a l v a d o r  i n  t h e  r a n g e  of 



1 2 , 0 0 0  t o  1 4 , 0 0 0  e r t a b l i r h n e n t s ,  and  a p p r o x i m a t e l y  115 ,000  t o  
1 2 5 , 0 0 0  i n  t h e  t o t a l  r a n g e  o f  m i c r o s .  T h i o  r o u g h l y  r e p r a a r n t a  a 
p o p u l a t i o n  of 5 6 5 , 0 0 0 ,  o u t  of  a n  a s t l w o t e d  t o t a l  p o p u l a t i o n  r a n g e  of 
1 . 6  t o  2 .1  m i l l i o n e  i n  t h e  g r e a t e r  m e t r o  a r e a .  

8 , 3 0 5  PROGRAM INFORHATXDN SESSIONS 

Of t h e  number i n i t i a l l y  c o n t a c t e d  by t h e  t eam of a a e s o r  o u t r e a c h  
w o r k e r s ,  w e l l  o v e r  h a l f  we re  e a i d  t o  have  a t t e n d e d  t h e  week ly  Monday 
n i g h t  r e s s i o n s  a t  t h e  PROPEMI c e n t e r .  I t  i s  h e r e  t h a t  t h e  PROPEMI 
program i s  e x p l a i n e d  and  c o u r s e  i n r t t u c t i o n  g i v e n .  Of t h e  number 
which  a t t e n d e d  t h a e e  s a e r i o a e ,  3946 ( 4 7  p e r c e n t  o f  t h e  number 
o r i g i n a l l y  c o n t a c t e d )  s i g n e d  up t o  t a k e  t h e  c o u r s e .  Of t h i s  
p r e - r e g i s t e r e d  number ,  2431 ( 6 1  p e r c e n t )  a c t u a l l y  showed up f o r  t h e  
f i r s t  n i g h t  of c l a s e .  Those who c o m p l e t e d  t h e  c o u r s e  numbered 
1627 .  The number r e p r e r e n t s  a  33 p e r c e n t  d r o p - o u t  r a t e .  T h i s  d r o p  
o u t  r a t e  n e e d s  t o  be u n d e r s t o o d .  ( v .  8 . 3 . 6 . )  

TABLE 8 . 4  

PROGRAM INFORMATION AND COURSE ATTENDANCE 

Year  1st S o s a i o n  1s t  C l a s s  G r a d u a t e  

1 9 8 8  ( t o  May) . 656 498 3 6 9  
TOTALS 39 46 2431 1 6  27 

8.3e6 COURSE DROPOUTS 

Given t h e  d i f f i c u l t y  o f  t h e  m a t e r i a l s  t r e a t e d  i n  t h e  PROPEMI 
b u s i n e s s  c o u r s e ,  a  67 p e r c e n t  c o m p l e t i o n  r a t e  n e e d s  t o  be  j udged  
e x c e l l e n t .  I t  c l e a r l y  i n d i c a t e s  a  job  w e l l  done  by t h e  a s e s o r  
o u t r e a c h  w o r k e r s ,  who are a l s o  t h e  c o u r s e  t e a c h e r s .  Reaeons  f o r  t h e  
d r o p o u t  we re  g i v e n  by s t a f f  and  c o u r s e  g r a d u a t e s .  They i n c l u d e d  
c h i l d  c a r e  ( e s p e c i a l l y  by women); u n a b l e  t o  l e a v e  t h e  p l a c e  o f  
b u s i n e s s ,  e s p e c i a l l y  i n  t h o s e  p a r t s  o f  t h e  c i t y  whe re  e l e c t r i c i t y  i s  
s h u t  o f f  d u r i n g  d a y  h o u r e  t h u s  f o r c i n g  m a n u f a c t u r i n g  m i c r o *  
e n t r e p r e n e u r s  t o  work when e l e c t r i c i t y  i s  a v a i l a b l e .  A n o t h e r  r e a s o n  
g i v e n  was t h e  c o a t  o f  t r a v e l i n g  f o r  25 e v e n i n g s .  

The p rob l em w i t h  t h e  c o u r s e  ig ' no t  o n l y  t h e  d r o p - o u t  r a t e  o f  t h o s e  
who began  t h e  c o u r s e  b u t  d i d  mt c o m p l e t e  i t .  A leo  a t  i e s u e  a r e  
t h o s e  who came t o , i n q u i r e  i n t o  t h e  c o u r s e ,  s i g n e d  up f o r  i t  a n d  
n e v e r  r e t u r n e d  -- 39 p e r c e n t  o f  them. Why? A p e r u s a l  o f  c o u r s e  
m a t e r i a l s  a u g g e s t e d  d i f f i c u l t y  t o  t h e  e v a l u a t o r ,  an  o p i n i o n  wh ich  
was a h a r e d  by some PBOPEHI s t a f f  a n d  d e n i e d  by o t h e r s ,  t h e  l a t t e r  
m a i n t a i u , i n g  t h a t  p e r s o n s  judged  t o  be  i l l i t e r a t e  =?ere  n o t  i n v i t e d  t o  
a t t e n d  t h e  s e s s i o n s .  

DEVELOPUdST ASSOCIATES, 1SC. - 



8 . 3 . 7  COURSE ANALYS I8 

Even a  s u p e r f i c i a l  p e r u s a l  of t h e  f i v e  c o u r a e  moduler  ( A c c o u n t i n g ,  
C o s t  A n a l y s i s ,  M a r k r t i n g ,  P r o j e c t  P l a n n i n g ,  a n d  A d m i n i a t r a t i o u )  
i n d i c a t e s  t h a t  t h e  c o u r s e  materials  would be d i f f i c u l t  f o r  many 
f o r m a l l y  s c h o o l r d  p r r a o n a ,  e v e n  w i t h  h i g h  r c h o o l  e d u c r t i o n s  and  
beyond who, r i m p l y ,  do n o t  have  a n  a p t i t u d e  f o r  r u c h  k i n d  o f  
s t u d i e e ,  y e t  manage v e r y  we l l  a s  e n t r e p r e n e u r s .  Such  c o u r s a s  a r e  
s i m p l y  i m p o s s i b l e  f o r  p e r s o n s  who have  n o t  been  f o r m a l l y  r c h o o l e d .  
Course  m a t e r i a l s ,  f u n d a m e n t a l l y  d e v e l o p ~ d  by t h e  C a r v r j a l  
F o u n d a t i o n ,  were n o t  d e s i g n e d  f o r  t h e  m a j o r i t y  of p e r r o n r  who own 
b u s i n e e s  e n t e r p r i s e e  a t  t h o s e  l o w e r  and  l o w e s t  l a v e l s  o f  m i c r o  
e n t e r p r i s e  a c t i v i t y  r e f e r r e d  t o  above .  It was u n d ~ r o t o o d  t h a t  t h e  
PROPEMI program e x c l u d e d  t h e  s m a l l e s t  m i c r o  e n t r e p r e n e u r s .  T h i s  was 
doae  b e c a u ~ e  i t  wae b e l i e v e d  by t h e  BUSADES l e a d e r s h i p  t h a t ,  g i v e n  
l i m i t e d  r e s o u r c e s ,  employment g e n e r a t i o n  would b e e t  o c c u r  w i t h i n  t h e  
g o a l s  o f  t h e  program i n  t h e  c o n t e x t  o f  t h e  s m a l l e s t  "rmalls" and  t h e  
l a r g e s t  "microe"  which were  o r i e n t e d  t o  m a n u f a c t u r i n g  a n d  r e r v i c e .  

To e x c l u d e  s u c h  a  v a s t  number of e n t r e p r e n e u r s  f rom t h e  o p p o r t u n i t y  
t o  o b t a i n  a  b e t t e r  u n d e r s t a n d i n g  o f  b u s i n e s s  a d m i n i r t r a t i o n  n e e d s  t o  
be d i s c u s s e d  i n  d e p t h .  I t  i s  o f t e n  t h e  c a s e  t h a t  e n t r e p r e n e u r s  a t  
t h e  l o w e s t  l e v e l s  o f  m i c r o  b u s i n e s s  a c t i v i t y  d o  n o t  need  r i g n i f i c a n t  
t r a i n i n g  t o  c o n t i n u e  t h e i r  o p e r a t i o n s  i n  a  t r a d i t i o n a l  non-growth 
manner .  Fo r  t h e  v a s t  number of e n t r e p r e n e u r s  on t h e  l o w e s t  l e v e l s  
of t h e  m i c r o  s c a l e ,  a  b u s i n e s s  i s  of a n  e s s e n t i a l l y  s u b s i s t e n c e  
n a t u r e ,  a n d  t h a t  w i l l  p r o b a b l y  r ema in  unchanged  f o r  a v e r y  l o n g  t i m e  
t o  come. 

B u s i n e s s  e d u c a t i o n  c o u r s e s ,  e v e n  a c c o u n t i n g  and  c o s t  a n a l y s i s  
c o u r s e s ,  c a n  be  d e s i g n e d  f o r  p e r s o n s  who have  l e a r n e d  i n  t h e  o c h o o l s  
o f  h e  s t r e e t s  and campos,  b u t  t h e y  need  t o  be  v e r y  d i f f e r e n t  f rom 
t h e  s i n g l e  c o u r s e  p r e s e n t l y  a v a i l a b l e  a t  PROPEMI. T h e r e  i s  a g r e a t  
need f o r  s u c h  c o u r s e s  -- i n  b u s i n e s s  as w e l l  a s  i n  t e c h n i c a l  
s u b j e c t s .  The commonly h e l d  p o s i t i o n  t h a t  many s m a l l e r  
m i c r o - e n t r e p r e n e u r s  have  l i t t l e  need  f o r  f o r m a l  b u r i n e e e  c o u r s e s  i s  
based  on s o l i d  e x p e r i e n c e .  The most  immed ia t e  n e e d  i e  g e n e r a l l y  
c r e d i t .  On t h e  o t h e r  hand i t  i s  e r r o n e o u s  t o  m a i n t a i n  t h a t  s m a l l e r  

. o r  s m a l l e s t  m i c r o - e n t r e p r e n e u r s  h a v e  no need  o r  l i t t l e  a p p r e c i a t i o n  
f o r  f o r m a l  e d u c a t i o n  r e l a t e d  t o  t h e i r  b u s i n e s s e s .  Anyone who h a s  
been  i n v o l v e d  i n  a d u l t  a l p h a b e t i z a t i o n  knows t h e  i m p o r t a n c e ,  a n d  
g r e a t  e m o t i o n ,  a t t a c h e d  t o  l e a r n i n g  how t o  wr i t e  o n e ' r  nama. The 
v a l u e  of  s u c h  as a c t  g o e s  f a r  beyond t h e  p r a c t i c a l  v a l u e  of t h e  
w r i t i n g  s k i l l  a c q u i r e d  w h i c h ,  p e r  se ,  1s i n r i g n i f i c a n t :  %.em, a  
g r e a t  man3 p e r s o n s  who l e a r n  t o  s i g n  t h e i r  names r r  a d u l t r  n e v e r  
p r o g r e s s  beyond t h a t  w r i t i n g , l e v e l .  Its r i g n l f i c a n c e  in o t h e r  a r e a s  
o f  a  p e r s o n ' s  l i f e ,  however ,  h~ i n d i r p u t a b l e .  When r u c h  p e r r o n s  a r e  
p a r e n t s ,  f o r  example ,  t h e r e  i s  a much g rea te r  p r o b a b i l i t y  t h a t  t h e i r  
c h i l d r e n  w i l l  become f u l l y  l i t e r a t e .  

Much of t h e  above  i s  r e l e v a n t  f o r  a s s e e s i n g  t h e  v a l u e  o f  t h e  a c t u a l  
PROPEMI c o u r s e  a n d  o t h e r  c o u r s e s  which  need  t o  be d e v e l o p e d  f o r  
o t h e r  and  s s a l l e r  m i c r o  e n t r e p r e n e u r s .  Theee  o t h e r  c o u r s e s  need  t o  



be d e v e l o p e d  i n  a c c o r d a n c e  w i t h  t h e  r e e l  wor ld  t h a t  t h e  m a j o r i t ,  
S a l v a d o r a n  m i c r o - u n t r e p r e n e u r r  l i v e  i n ,  l e e . ,  a w o r l d  w i t h  l e a s  
minimal  r e e o u r c e e  a n d ,  f r e q u e n t l y ,  less t h a n  a p p r o p r i a t e  t e c h n o ,  

I n  a d d i t i o n  t o  v e r y  b e r i c  b u s i n e s s  s u b j e c t s ,  what  o f t e n  r u c c e e d  
s u c h  e o c i a l  c o n t e x t s  i s  t e c h n i c a l  a s u i s t a n c e  t o  improve  t h e  qua  
of m a t e r i a l e  p roduced  a n d / o r  r e p a i r e d :  r h o e r ,  c l o t h i n g ,  e l e c t r i  
a n d  m e c h a n i c a l  a r , t i c l e o .  Whether  o f  a  t e c h a i c a l  o r  t h e o r e t i c a l  
n a t u r e ,  s u c h  i n e t r u c t i o n r  need  t o  be packaged i n t o  b r i e f  t i m e  f  
and  f o r m a t s .  T h e r e  m a t e r i a l s  8180 need t o  be  d e o i g n e d  i n  ouch  
eo  a 8  n o t  t o  depend  on  t h e  w r i t t e n  word. Such  m a t e r i a l s  h a v e  bl 
s u c c e e e f u l l y  u s e d  i n  e x t e n s i o n  e d u c a t i o n  programming -- i n c l u d i q  
r a d i o  and m o b i l e  e c h o o l s .  PROPEMI'e h i g h l y  a p p r e c i a t e d  o u t r e a c '  
program a t  t h e  Chamber o f  Commerce and  I n d u s t r y ,  f o r  wha t  a p p e a  
t o  be t h e  same l e v e l  o f  e n t r e p r e n e u r  a e  t h o s e  e n r o l l e d  i n  t h e  
PROPEMI b u i l d i n g ,  i e  a s t e p  i n  t h e  r i g h t  d i r e c t i o n  i n  t h a t  i t  
c l e a r l y  s u g g e e t s  t h e  i m p o r t a n c e  o f  e x t e n r i o n  e d u c a t i o n  programm 
E x t e n s i o n  e d u c a t i o n ,  i n  many o f  i t s  f o r m r ,  n e e d s  t o  be c a r e f u l 1  
e x p l o r e d  i n  t h e  growing  wor ldwide  e f f o r t  t o  make p r i v a t e  e n t t r p  
a t  t h e  l o w e r  l e v e l s  much more e i g n i f i c a n t  f o r  n a t i o n a l  dave lopm 
t h a n  i t  h a s  been .  

8.3.8 LOAN DEFAULTS 
. . 

PROPEMI c l a s s i f i e e  p a s t  due  a c c o u n t s  i n  f i v e  c a t e g o r i e s :  f rom o 
t h i r t y  d a y s ;  3 1  t o  60 ;  6 1  t o  9 0 ;  o v e r  90 ,  a t  which  t i m e  c o l l e c t  
p r o c e d u r e s  a r e  begun;  and o v e r  1 8 0  d a y s  wheo l e g a l  a c t i o n  i e  be,  
v i a  t h e  c o u r t s .  The l o a n  d e f a u l t  r a t e s  v a r y  w i t h  t h e  a g i n g  of  
a c c o u n t s  a s  f o l l o w s :  

\ TABLE 8.5 

LOAN DEFAULT BATES 

Time P a e t  Due 

one  d a y  a n d  more p a s t  d u e  
w " 41.8 

31 d a y s  a " a w 
26.0 

0 1  " .) 

" a a I 

19 .0  
9 1  " ,14.6 
1 8 0  " w a " ( l e g a l  a c t i o n  t a k e n )  5.8 

O v e r a l l  r a t e  o f  d e l i n q u e n c y  u r i n g  t h e  p a s t  1 2  m ~ n t h r  - 6.14 f p e r c e n t ,  i . e . ,  t o t a l  amount e - d e f a u l t  (4262 ,373  c o l o n e r / $ 5 2 , 4 7  
d o l l a r s )  o v e r  t o t a l  l o a n s  made (44 ,271 ,070  c o l o n e r / $ 8 ~ 4 , 2 1 4  d o 1  
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TABLE 8.6 

PROPEUI LOANS IN DEFAULT 

Total Loans Since Beginnina 

Total Loana to Men and Amo~nt...~.........~.~.~445 
43,920,990($784,198) (70%) 

Total Loans to Women and Amount................169 
41,699,680($339,936) (30%) 

Total Loans Since Be~inning of Program.........614/ 
L5,620,670 ($1,124,134) 

1 2. Total Loans Last 12 Months 

Total Loans to Hen and Amount..................285 
d2,?44,090 ($588,818) (69%) 

Total Loans to Women and Amo~nt....~...........126 
41,326,980 ($265,396) (31%) 

............. Total Loans During Last 12 Months 411/ 
d4,271,070 ($854,2i4) 

3 .  D e f a u l t  

Men 1 to 30  day^........................^.. 71 
\ 429,382 ($5,876) (812) 

Women 1 to 30  day^....^...^.......^...^..^^.. 24 
d 7,018 ($1,404) (19%) 

.......... Total Defaults Between 1 and 30 Days 95/. 
236,400 ($72801 

Men 31 to 60 d a y 8 . . . . . . . . . . . . . . . m . . e . ~ . . . . . e  28 
d19,275 ($3,855) (76%) 

Women 31 to 60  day^...^.............^......... 13 
45,970 ($1,194) ( 2 4 % )  

......... Total Defaults Between 31 and 60 Days 41/ 
725,245 (35049) 

Women 61 to 90 days.....u...................,. 6 
4 7,955 ($1,591) (29%) 

Total Defaults Between 61 & 90 Days............ 311 
=7,561($5512) 



Men Ovar 90  day^.^.^... ...................... 36 
441 ,495  ( $ 8 , 2 9 9 )  ( 5 7 % )  

Women Over 90  d~ye............~......,......,.. 1 8  
d 3 1 , 6 5 3  ( $ 6 , 3 3 1 )  ( 4 3 % )  

T o t a l  D e f a u l t 8  Ovar 90 da s. . . . . . . . . . . . . . . . . . . .  5 4 /  
d 7 3 , 1 4 8  ($14 ,630  T-- 

Men: Lega l  A c t i o n  I n i t i a t e d . . . . . . . . . . . . . c . . . . . .  29 
484 ,599  ($16 ,920 )  ( 8 5 % )  

Women: Le a 1  A c t i o n  I n i t i a t e d . . . . . . . . . . . . . . . . . .  7  
415 ,417  ( f 3 , 0 8 3 )  (15%) 

T o t a l  A g a i n s t  Whom L e g a l  A c t i o n  I n i t i a t e d . . . . . .  36 /  
t 1 0 0 , 0 1 7 ( $ 2 0 , 0 0 3 )  

T o t a l  Men i n  Defa~lt..............~............189 
L l 9 4 , 3 5 9 ( $ 3 8 , 8 7 2 )  ( 7 4 % )  

T o t a l  Women i n  Defau l t . . . . . . . . . . . . . . . . . . . . . . . . .  6 8  
d 68 ,014($13 ,603)  ( 2 6 % )  

8 , 3 0 9  LOANS MADE, 

A s  i l l u s t r a t e d  i n  T a b l e  8 . 7  t h e  l o a n  fund  of  C10,619,740.00 was 
b e i o g  d i s b u r s e d  w i t h  some d e l a y .  A s  of ~ p r i l - 1 9 8 8 ,  t h e  c r e d i t  f u n d  
had C5,959,970.00 y e t  t o  be  d i s b u r s e d .  The d e l a y ,  however ,  d o e s  n o t  
a p p e z r  t o  be a  s e r i o u s  o n e .  The May 1 9 8 8  d i s b u r e e m e n r  was f o r  o v e r  
one  m i l l i o n  c o l o n e s .  

PROPEMI p r e f e r s  a s l o w e r  d i s b u r s e m e n t  r a t e  t o  a v o i d  t h e  p i t f a l l  o f  
r u s h i n g  t o  d i s b u r s e  f u n d s ,  a p r a c t i c e  wh ich  f r e q u e n t l y  c a u s e s  c r e d i t  
a n a l y s t s  t o  a p p r o v e  l o a n 8  t o  poor  c r e d i t  r i s k s .  PROPEMI would l i k e  
t o  s e e  a  t w o - t h r e e  month e x t e n s i o n .  T h i s  i s  f e l t  t o  be r e a e o n a b l e ,  
g i v e n  t h e  f a c t  t h a t  t h e  program was s e v e n  months  beh ind  o c h e d u l e  i n  
g e t t i n g  underway.  W- 

PROPEMI and FUSADES r embere  h a v e  d e f e n d e d  t h e  r e l a t i v e l y  olow r a t e s  
o f  d i s b u r s e m e n t  f o r  a n o t h e r  r e a s o n .  The c o u n t r y ' e  c i v i l  wa r  h a s  
been  p o i n t e d  t o  as t h e  c a u s e  o f  many b u s i n e s e  p rob lame ,  i n c l u d i n g  
t h a t  o f  d o i n g  c r e d i t  checkr.9-They h a v e  p o i n t e d  t o  t h e  r e l a t i v e l y  
low d e f a u l t  r a t e  a a  j u s t i f i c a t i o n  f o r  t h e i r  c o n r e r v a t i v e  c r e d i t  
making p o l i c i e s *  It a p p e a r s  t h a t  t h e  d e f a u l t  r a t e s  o f  t h e  s p e c i a l  
r m a l l  and  m i c r o  c r e d i t  windows of t h e  c o r m e r c i a l  banks  are  v e r y  h i g h  



TABLE 8.7 

PBOPEMI LOANS DISBURSED BY MONTH 

June 1986 w w r w a w w ~ ~ w ~ . a a r ~ ~ , 5 ~ ~ w ~ ~ ~ ~ 9 $ ~ , 7 ~ ~ ~  
July w b w w w w w w a a w w ~ w a 7 2 ~ 9 0 0 a O O (  14,580) 
Augue t w . w w w a w . a w ~ w w w 1 2 0 ~ 0 0 0 . 0 0 (  24,000) 
September ...w..w.wr....137,300aOO( 27,460) 
October . w w w a a w w w w w w a w  58,OOOaOO( 11,600) 
November .. p a  ... .. . .. .177,000~00( 35,410) 
December . r . w w w r w w w a . w w 2 0 0 , 0 0 0 1 0 0 (  40,000> 

CUMULATIVE TOTAL.wwwwwwwww.*wa.d789,OOO ($157,800) 
January 1987 ......aw......104,000w~~~~~~~o,8~~) 
February .. ....a.awrWa. 75,000.00( 15,000.) 
March w w w w a w w r a a w w * a  63,000.00( 12,600) 
April w w w a a w w w r w a w w w 1 1 3 , 5 O O ~ O O (  22,700) 

Y ...r.........a204,000wOO( 40,800) 
Ju a e w ~ w a . w w w . w w ~ r . 1 3 0 ~ 0 5 0 a O O (  26,010) 
July w a w a a . w w w w a a w . l 4 6 , O O O a O O (  29,200) 
Augu8t . a w a a w a a . w a w a w 1 6 3 1 0 0 0 a 0 0 (  32,600) 
Septembor ...... ........128,400.00( 25,680) 
October ..a..aa....... 388,600.00( 67,720) 
November w a a r w w w a . w w o r a 3 9 1 , 9 0 O a O O (  78,380) 
December w a a a a w a w a w . ~ a w 2 9 5 , 1 0 0 . 0 0 (  59,020) 

CUMULATIVE TOTALaaww....a.w..ad2,992,850($598,570) 
January 1988 .aaaa...a.w.a.228,660aOO( 45,732) 
February w a w w a w a w a a . w w w 3 5 6 , 0 0 0 a O O (  71,200) 
March w . . a a w . w . w w . a w 5 4 9 , 3 O O a O O (  109,860) 
April a a a a w a w w w a a w w w . 4 8 2 , 9 6 0 1 0 0 (  96,592) 
May ..ww.wawww~w1,010,900.00( 202,180) 

CUMULATIVE TOTAL....a...a.w.aww~.d5,620,67~($l~124,1~4) 
\ 

8w3al.O OUTBBACH TECHNICAL ASSISTANCE 

The Technical Assistance outreach part of the PROPEMI program is a 
major concern to USAID/ES because it is the largest operational cost 
center without income generation. A8 such, it represents over 50 
percent of PROPEMI's total deficit. 

In certain theoretical busineee administration contexts, programs 
with sections such as the PROPEMI Technical Assistance tea% 
incapable of generating any part of its operating costa (a problem 
common to all FUSADES technical areistance programs), would be 
phased out as quickly rs pomeible. In other contexts, again 
theoretical, its continuation would be juetifiod only in t e r m  of a 
long-term investment holding b e  proaiae of a eubstantial return on 
that investaent. In the came of PROPEXI the technical aesistance 
outreach aspect of the program was looked at, priaarily, from the 
latter point of view., l . e . ,  the expense war believed to hold the 
promise of a significant long-term pay-off. But "long-term 
investment" and "pay-off" need to be explained. 



The t e rms  do n o t  r e f r r  t o  a p o e s i b i l i t y  of e v e n t u a l l y  c o v e r i n g  t h e  
c o s t s  of t h e  program on a f e e - f o r - s e r v i c e  b a e i s .  The U.S. 
Covernment ' a  a n n u a l  i n v e s t m e n t  o f  w ~ l l  o v e r  one h a l f - b i l l i o n  d o l l a r s  
i n  E l  S a l v a d o r  i r ,  o b v i o u e l y ,  n o t  r i m a r i l  c o n c s r n r d  w i t h  
break-even  deve lopmen t  o p e r a t i o n e .  % i i + p o s @ i b i l i t y  i remote  and 
d i f f i c u l t  f o r  P R O P E M I  t o  a c h i e v e  w i t h o u t  t h e  a a a i s t a n c a  of  a n  
endowment i c n d  a k i n  t o  t h e  U S A I D / C R  p o l i c y  i n  s u p p o r t  of t h e  ACORDE 
PVO f u n d i n g  agency  i n  C o r t a  R i c a .  Incoma g e n e r a t i o n  by t h e  TA 
p r o j e c t  w i l l  b e  d i e c u s o e d .  A most i m p o r t a n t  c o ~ e i d e r o t i o n  
i n t e r t w i n e d  w i t h  economic deve lopmen t  i n  E l  S a l v a d o r  i a ,  c e r t a i n l y ,  
t h e  b e a t  i n t e r e e t s  and s e c u r i t y  of t h e  U n i t e d  S t a t e o .  

The P R O P E M I  program p r o v i d e s  b o t h  immed ia t e  and l o n g - t e r m  p a y - o f f e ,  
The p r i n c i p a l  s h o r t - t e r m  pay-off  of t h e  t e c h n i c a l  a v s i e t a n c e  a s p e c t  
o f  t h e  program i s  b e l i e v e d  t o  be i n  i t s  p o t e n t i a l  f b r  g e n e r a t i n g  
s e l f - e m p l o y s e n t  o p p o r t u n i t i e s .  These  o p p o r t u n i t i e e  a r e  w i d e l y  h e l d  
t o  be m e a n i n g f u l  i n  a growing  amount o f  wor ldwide  l i t e r a t u r e  on 
m i c r o  b u s i n e e s  deve lopmen t .  These  opportunities & r e  p r o b a b l y  v e r y  
i m p o r t a n t  i n  t h e  v iew of  t h e  S a l v a d o r a n  poor  who a p p e a r  t o  have  
ample o p p o r t u n i t i e e  p r i m a r i l y  f o r  p o o r l y  p a i d  amployment.  

The p r i n c i p a l  l ong - t e rm b e n e f i t  o f  t h e  PROPEMX program i s ,  a s  
s u g g e s t e d  a b o v e ,  a s  a  g e n e r a t o r  of good w i l l  f o r  t h e  U n i t e d  S t a t e s  
whose s e c u r i t y  i s  w i d e l y  b e l i e v e d  t o  be t h r e a t e n e d  i n  C e n t r a l  
America by a  w e l l  o r g a n i z e d  complexus  of p o l i t i c a l  movements h o e t i l e  
t o  t h e  b e s t  i n t e r e s t s  o f  t h e  U . S .  To many o b s e r v e r s  i t  a p p e a r s  
c e r t a i n  t h a t  much of t h i s  an t i -U .S .  s e n t i m e n t  i s  s h a r e d  b y  
s i g n i f i c a n t  numbers  o f  low income and  d i s a d v a n t a g e d  S a l v a d o r a n  
p e o p l e ,  many of whom.are  p e r s o n s  i n v o l v e d  i n  t h e  l o w e s t  l e v e l s  of 
m i c r o  and p r e - m i c r o  b u s i n e s s  a c t i v i t y .  Given t h e i r  v e r y  l a r g e  
numbers ,  s u p p o r t  of a low c o s t  ( r e l a t i v e  t o  o t h e r  FUSADES o b l i g a t e d  
f u n d s )  PROPEMI m i c r o  b u s i n e s s  s u p p o r t  program n e e d s  t o  be  r a t e d  a s  
i m p o r t a n t  a s  t h e  much more c o s t l y  F U S A D E S  programs  f o r  f a r  f e w e r  
l a r g e r  e n t r e p r e n e u r s .  Recommendations w i l l ,  r e a l i e t i c a l l y ,  a t t e m p t  
t o  t a k e  i n t o  a c c o u n t  t h e  need t o  g e t  t h e  P R O P E M I  t e c h n i c a l  
a e e i s t a n c e  program,  a e  i t s  t h r e e  o t h e r  component p rog rams ,  on a  s e l f  
s u s t a i n i n g  b a s i s ,  

I 8.3611 ASESORES: TA PROVIDERS 

A s i g n i f i c a n t  p a r t  o f  t h e  t i m e  s p e n t  by t h e  a s e e o r  o u t r e a c h  w o r k e r s  
i s  i n  g i v i n g  t e c h n i c a l  a s s i s t a n c e  t o  b u s i n a s s  e n t e r p r i s e s  y h i c h  have  
r e q u e s t e d  i t .  T h i s  i s  u r u a l l y  done  f o r  t h o s e  e n t r e p r e n e u r s  who have  
t a k e n  t h e  b u s i n e s s  a d m i n i a t r a t i o n  c o u r s e .  O t h e r r  were a s s i e t e d  who 
w e r e  e n c o u n t e r e d  i n  t h e  c o u r e e  o f  t h e  door - to -door  c o n t a c t h g .  
A e e e o r e s  p r o v i d e  t e c h n i c a l  a e s i e t a n c e  t o  t h e i r  c l i e n t s  i n  a  wide  
r a n g e  of  a r e a s .  T h e r e  i n c l u b ~ . i n f o r m a t i o n  and  r e f e r r a l  (How c a n  I 
g e t  d o l l a r s  t o  p u r c h a s e  m a t e r i a l s  f rom Mex ico? ) ;  i m p l a m e n t a t i o n  of 
l e e a o n s  l e a r n e d  (deve lopmen t  o f  a c c o u n t i n g  and  o t h e r  r e c o r d s ) ;  
a e e i e t a n c e  w i t h  b u e i n e s r  a n d  some l e g a l  fo rms .  A s e r o r e e  a re  a l s o  
t h e  f i r s t  who c a l l  upon d e l i n q u e n t  a c c o u n t e .  



T h e  r o l e  of t h e  a r e e o r  o u t r r a c h  w o r k e r r  war d e a c r i b r d  a r  a m a j o r  
a c t i v i t y .  D u t i r r  r r q u i r r  t h o  r r r r o r  t o  mrkr  i n i t i r l  d o o r - t o - d o o r  
a n d  fo l l ow-up  c o n t a c t r  r e c r u i t i n g  r n t r a p r e n r u r r  i n t o  t h o  b u r i n r r r  
a d m i n i s t r a t i o n  o d u c a t i o n  program,  It a r r d r  t o  b r  r rmrmbarad t h a t  
e e e s o r e e  p l a y  a  m u l t i - f r c r t r d  r o l e  a t  PROPEMZe Thay r r r  b o t h  
o u t r e a c h  p r o v i d e r s  of t e c h n i c a l  a e s i s t a n c e  a n d ,  i n  t h o  r v r n i n g r  
s f t a r  r e g u l a r  work h o u r r ,  t h o  t e a c h r r r  of t h e  b u r l o r r e  
a d m i n i s t r a t i o n  c o u r s e s .  

U n f o r t u n a t e l y ,  d e t a i l e d  f i e l d  r e c o r d s  of e r e r o r  a c t l v i t i e r  w e r e  n o t  
r n s i n t a i n e d ,  Tbey would have  g i v e n  i n v a l u a b l e  i n f o r m e t i o n  a b o u t  t h e  
t y p e a  of s e r v i c e s  i n  demand by mic ro  r n t r r p r e n r u r r .  Such d a t a  would 
h a v e  s e r v e d  t o  d e v e l o p  h y p o t h r o e s  and  q u e s t i o n n a i r u o  f o r  d e t e r m i n i n g  
s e r v i c e  .need6 t o  t h a t  m i c r o  e n t r e p r e n e u r  r c g m r n t  an p a r t  of a  markot  
s tc ldy.  

E n t r e p r e n e u r s  v i e i t e d  d u r i n g  t h e  c o u r s e  of t h e  r e s e a r c h  f e l t  t h a t  
t h e  a s s i s t a n c e  of  t h e  a a e s o r e s  (who a180  d o u b l e  a s  t h e i r  b u o i n a o e  
c o u r s e  t e a c h e r s )  was a n  i m p o r t a n t  r e r v i c e .  Ae i r r  f'he c a e a  f o r  t h e  
f i ve -week  b u s i n e e e  a d m i n i a t r a t i o n  c o u r s e ,  c e r t a i n  o t h e r  t y p e s  of  
b u s i n e s s  e d u c a t i o n a l  e e r v i c a e  -- b o t h  t h e o r e t i c a l  and t e c h n i c a l  -- 
may be m a r k e t a b l e  on a  f e e - f o r - s e r v i c e  b a o i e .  I n d e e d ,  i t  would be 
odd i f  t h e  m i c r o  marke t  f o r  b u e i n e s e  e d u c a t i o n a l  a e r v i c e e  had  room 
f o r  o n l y  one  s i n g l e  e d u c a t i o n a l  e e r v i c e ,  t h e  one  p r a o e n t l y  b e i n g  
p r o v i d e d  by PROPEMX. Which b u s i n e e s  e d u c a t i o n a l  m e r v i c ~ s  a r e  
m z r k e r s b l e ,  o f  c o u r s e ,  neede  t o  be f o r m a l l y  s t u d i e d .  Recommendation 
w i l l  a d d r e s s  t h e  marke t  r e s e a r c h  i s s u e .  

1 8 . 4 L  1987 OPERATIONAL COSTS AND INCOME 

PROPEMI c a t e g o r i z e s  c o s t s  i n  f o u r  a r e a s :  E d u c a t i o n  ( B u s i n e s s  Adminis  
t r a t i o o  C o u r s e s ) ,  C r e d i t  Making O p e r a t i o n s ,  T e c h n i c a l  Assistance, 
and A d m i n i s t r a t i o n .  Dur ing  1987  t h e  e d u c a t i o n  program p a i d  f o r  98  
p e r c e t t  of i t s  own c o s t s .  FUSADEB and PROPEMI spokesmen r e g a r d e d  
t h i s  e s  a significant accompl i shmen t  f o r  a  program o n l y  two y e a r s  

. s i o c e  i t s  b e g i n n i n g .  Cour se  f e e 3  a r e  d e r i v e d  f rom t h e  d150.00 f e e  
p a i d  by e a c h  a t u d e n t .  A new c l a s s  b e g i n n i n g  e v e r y  Monday e v e n i n g  
r e s u l t s  i n  f i v e  d i f f e r e n t  c o u r s e s  g o i n g  on a t  PROPEM1 e v e r y  n i g h t .  
O t h e r  c o u r s e s  a r e  s c h e d u l e d  o n  a n  o u t r e a c h  b a s i s  a t  t h e  Chamber of 
Commerce and I n d u e t r y .  I n  t h e  l a t t e r  c a e e  f e e s  a re  p a i d  t o  t h e  
Chamber who, i n  t u r n ,  p a y e  PBOPEHI t h e  d150.00 fee  p e r  e t u d e n t .  The 
c r e d i t - m a k i n g  and  c o e t r o l  component of t h e  o r g a n i z a t i o n  was t h e  o n l y  
o t t e r  d i v i s i o n  w i t h  income g q n e r a t i o n  -- f rom i n t e r e e t  paymente .  

.-- 

c DETELOPME\T ASSOCIATES, ISC. - 



TABLE 8.8 I 
OPEBATIONAL COlTS 

Coat C a t e g o r e  Income P lus /Minua  

A d m i o l e t r o t i o n  4 1 7 4 , 8 8 3  -0- ( 174 ,883 )  
T e c h n i c a l  A ~ s i s t n n c r  5 7 8 , 1 6 1  -0- ( 5 7 8 , 1 6 1 )  
C r e d i t  576 ,459  249 ,260  ( 3 2 7 , 1 9 9 )  
Bua inusa  Couroe 207 ,905  1 0 5 , 0 0 0  ( 2 , 9 0 5 )  

Cost o f  Making Lorna  I 
Dur ing  t h e  1 9 8 6  a t a r t - u p  y e a r ,  t o t a l  PROPEMI o p e r a t i n g  c o s t a  
amounted t o  o v e r  1 . 5  m i l l i o n  c o l o a e a ,  a g a i n s t  a  t o t a l  amount 
d i u b u r s e d  i n  l o a n s  of  d787 ,400 .  T h i r  amounts  t o  a  41.92 r ea l  c o a t  
f o r  e v e r y  c o l o n  borrowed.  Dur ing  1987  t h e  p e r  c o l o n  d i s b u r s e d  r e a l  
c o e t  d ropped  t o  d .48 c e n t a v o e .  The p e r  c o l o n  bor rowed  c o s t  
r e l a t i v e  t o  c r e d i t  making o p e r a t i o n s  h a s  a  r a n g e  of  1 4  t o  25 
c e n t a v o s ,  t h e  l a t t e r  I f  e a r n e d  i n t e r e s t  i s  - n o t  i n c l u d e d ;  1 4  c e n t a v o e  
i f  i t  i s  i n c l u d e d  -- a s  i l l u s t r a t e d :  

576 ,453  ( C r e d i t  O p e r a t i o n s  C o s t s )  d0.25 ( w i t h o u t  
'- i n t e r e s t  i n s l u d e d )  

2 , 3 3 4 , 0 5 0  ( C o l o n e s  Bor rowed)  

327 ,199  ( C r e d i t  O p e r a t i o n s  C o a t s )  d0.14 ( w i t h  i n t e r e e t  
i n c l u d e d  I 

3 , 3 3 4 , 0 5 0  (Co lonee  Bor rowed)  

The p a r  c o l o n  borrowed c o e t  d u r i n g  1 9 8 8  w i l l  d e c r e a s e  as t h e  number 
o f  c o l o n s  d i s b u r s e d  i n c r e a s e  a n d  c r e d i t  o p e r a t i o n s  c o s t s  d e c r e a s e  
!due t o  e x i s t i n g  v a c a n c i e e  wh ich  PROPEMI i s  r e l u c t a n t  t o  f i l l  d u e  t o  
f u n d . i n g  u n c e r t a i n t i e s ) .  E s t i m a t e d  c o s t a ,  baaed  on  a  f i ve -mon th  
o p e r a t i o n s  e s t i m a t e ,  l o o k  as f o l l o w ~ z  

R e a l  C o s t e  (= a11 Agency c o s t a  d u r i n g  f i r r t  f i v e  months  of  
598 920  - 0 .228  c o e t / c o l o n  bo r rowed  J. 

2,- Co lonee  borrowed d u r i n g  '88 

R e l a t i v e  C o e t r  (- C r e d i t  Making O p e r a t i o n s  Only)  
240 1 9 1  = 0.09 , c ' o s t  / c o l o n  bo r rowed  

2,- = C o l o n e s  bor rowed  d u r i n g  ' 8 8  

PROPEMI h a s  c a l c u l a t e d  a 10.5 p e r c e n t  p o r t f o l i o  l o s e  of i t e  
r e v o l v i n g  f u n d  o v e r  a 30  month  p e r i o d ,  from J u n e  1 9 8 6  ( f i r a t  
d i s b u r s e m e n t )  t h r o u g h  December 1988 .  Theae  a s s u m p t i o n e  p r o j e c t  t h a t  



i t  i t  c l o r r r  1988  w i t h  r 9.5 m i l l i o n  c o l e n r r  p o r t f o l i o ,  i t a  l n t r x a o t  
incomr f o r  1989  w i l l  be d1 ,425 ,000 .00+  Xtr c a l c u ~ a t i o n r  r r r  a8 
f o l l o w r  r 

Lorn P o r t f o l i o  E q ~ i t y . . . . ~ . . ~ . ~ . . . .  19 ,300 ,000 .00  

Income : 
f n t r t r r t  ( 15% of P o r t f o l i o ) .  + .  . 1,425 ,000 .00  

Xncomr from C o u r r r r  .........*. ~150,DQO.OO 

C o s t s :  - 
5 %  Non-Recoverable Bemrrvr  .... (475 ,000 .00)  
3% N o n - F o r r r e r t  E v e n t u a l i t i r r . .  (42 ,750 .00)  
O p e r a t i n g  C o a t s  ............... (1 ,700 ,000 .00)  
T o t a l  O p e r a t i n g  Coo t s  ......~~. (d2 ,217 ,750 .00 )  

The o p e r a t i n g  d e f i c i t  c a n  t h e o r e t i c a l l y  be overcowa by b e g i n n i n g  t h e  
1 9 8 9  y e a r  w i t h  a l a r g e r  p o r t f o l i o .  Th ie  l a r g e r  amount h a s  been 
c a l c u l a t e d  a t  d16 ,500 ,000 .00+ I n  euch  a n  e v e n t  t h e  f i n a n c i a l  
s c e n a r i o  l o o k s  a s  f o l l o w s :  

Loan P o r t f o l i o  Equi ty . . . . . . . . . . . . . . . . . . .  d16,500,000.00 

Income : 
I~terest..............~~....~~. 2,475,000.00 
Incsme from Courses . . .* . . . . . . . .  150 ,000 .00  
T o t a l  Income.. . . . . . . . . . . . . . .*. .  d2 ,625 ,000 .00  

C o s t s :  - 
5% Non-Recoverable Beserve. . . . . .  (825 ,000 .00)  
3 %  Non-Foreeen E v e n t u a l i t i e e . . . .  ( 74 ,250 .00 )  

T o t a l  Difference. . . . , . . . . . . . . . . . . . . . . . . . .  25,750.00 

8 , 4 . 3  FINMCIAL SOUIODBBSS * 

During  the  c o u r s e  o f  t h e  e v a l u a t i o n ,  o p e r a t i o n a l  c o s t e  were 
r e q u e s t e d  and  examined a c c o r d i n g  t o  t h e  PBOPBMI b u d g e t  c r t e g o r i e a .  
The p u r p o s e  o f  t h e  e x a r c i r r  +gp t o  a r c e r t r i n  b u d g e t  p r e p a r a t i o n  and 
m o n i t o r i n g  p r a c t i c e s ;  r a t i o n a l e  f o r  b u d g e t  c a t r g o r i e r ;  wh ich  k i n d  o f  
a c t i v i t i e s  were budge ted  w i t h i n  PBOPEMI and  t o  wha t  e x t a n t ,  and 
which  p i g g y  backed  o n  FUSADES ( c o g m ,  c o n r u l t a n t  c o r t r ) .  T o t a l s  were 
u t i l i z e d  t o  c r o s s - c h e c k  p e r  c o l o n  borrowed c o a t s  and break-even  
a n a l y s i s  f i g u r e s .  Da ta  were d i s c u a o e d  w i t h  o t h e r  e v a l u a t i o n  team 
membere. They were  requec:ad f o r  o p e r a t i o n s  c o s t e  mince t h e  
b e g i n n i n g  and  f o r  t h e  p a e t  t w e l v e  months .  A 1 1  PBOPEHI f i n a n c i a l  
d a t a  were e v a l u a t e d  i n  t h e  c o n t e x t  o f  t h e  t o t a l  FUSADES o p e r a t i o n .  



I 8 .5  OVERALL IMPACT 
I 

The o v r t r l l  i m p a c t  o f  any  humrn r r r v i c r  p tog r rm i r  d i f f i c u l t  t o  
I r v r l u a t r  i n  a b o r t  p r r i o d r  of timr. It i r  ~ ~ r p r c i r l l y  d i f f i c u l t  whrn 
I 

I a  program t o  i n  t h o  p r o c r r r  o t  g e t t i n g  r t r r t r d ,  r r  i r  t h e  c r r o  w i t h  
t h i r  p r o j r c t .  The PROPEMI t h r u r t  i r  t h r r r - p r o n g r d t  1) t h r  B u r i n r r r  
A d m i n i r t r a t i o n  C o u r r r  ( j u d g e d  t o  b r  t h e  rnort l m p o r t r n t  b y  PROPEMI 
s t a f f ) ;  2 )  T r c h u i c a l  A r r i r t a n c r ;  3) C r r d i t .  

Soma r o p e c t r  of t h o  e d u c a t i o n  program h a v r  born  commrntrd upon 
above .  E n t r a p r a n o u r 8  who t o o k  t h r  c o u r r r  k p p r r r r d  t o  b r  g a n u i n o l y  
p l e a s e d  t o  have  t a k r n  i t ,  and  t h i r  e v e n  by t h o r a  f i v e  p r r r o n r  
i n t e r v i a w e d  who i n i t i a l l y  a n r o l l e d  i n  t h o  c o u r r a  p r i m r r i l y  r r  r 
r e q u i r e m e n t  f o r  a  l o a n  which  n e v e r  m a t a r i r l i e r d  b r c r u r e  t h e  Soano 
were  d e n i e d .  

It r h o u l d  be n o t e d  t h a t  one of t h e  q u r r t i o n o  which war r a k e d  o f  rack  
of  t h e  e i x t e e n  e n t r o p r e n e u r e  i n t e r v i e w e d  was w h a t h r r  t h r y  had  made 
any changes  i n  t h e i r  a c c o u n t i n g  p r o c e d u r a r  a s  r r a r u l t  of h a v i n g  
t a k e n  t h e  c o u r s e .  While  a  few maid t h a t  t h e y  d i d  t o  some s m a l l  
e r t e n t ,  most a d m i t t a d  t h a t  t h e y  d i d  n o t .  One way of l o o k i n g  a t  t h a t  
p a r t i c u l a r  d a t a  e a t  i r  t h a t  t h e  B u o i n e s s  Couree  i s  n o t  r u c c e s e f u l .  

Ano the r  v iew ( c o n d i t i o n e d  by many y e a r s  i n  a d u l t  e d u c a t i o n a l  
p rograms  f o r  e c o n o m i c a l l y  d i s a d v a n t a g e d  p e o p l e s )  s e e s  one  of  t h e  
most i m p o r t a n t  t h i n g s  t h a t  a  c o u r e e  of  r t u d i e s  d o a s  f o r  anyone  i s  
t h e  growth  of  a  b i t  more c o n f i d e n c e  i n  o n e s e l f .  The re  i s  a  c a s e  t o  
be made f o r  t h e  i o p o r t a n c e  of c o n f i d e n c e  i n  t h e  k i n d  of r i t u a t i o n s  
t h a t  u i c r o  e n t r e p r e n e u r e  f a c e  i n  t h e  n e a r  c h a o t i c  e i t u a t i o n e  of  
T h i r d  World c i t i c s .  The b u i l d u p  of e n t r e p r e n e s r i a l  c o n f i d e n c e  i e  a  
s i g n i f i c a n t  a c c o m p l i s h m e n t .  PROPEMI c o u r s e s  have  a c c o m p l i e h e d  some 
s m a l l  measu re  of t h a t  i n  t h e  l i v e s  of t h a t  r m a l l  s ample  o f  
b e n e f i c i a r i e s  i n t e r v i e w e d  ( r andomly  c h o e e n ) .  I n  any  p r o f e e s i o n ,  
c o n f i d e n c e  i n  o n e s e l f  makes t h e  t e l l i n g  d i f f e r e n c e  be tween  making i t  
o r  n o t ;  be tween  b e i n g  OK and  b e i n g  o u t e t a n d i n g .  T h a t  phenomenon i s  
w e l l  known i n  many p r o f e e e i o n a l  c o n t e x t o ,  and  i s  v e r y  much 
a p p l i c a b l e  i n  t h i s  e v a l u a t i o n  c o n t e x t .  

To be s u r e ,  i t  h a s  been  a r g u e d  i n  t h i s  r e p o r t  t h a t  t h e  c o u r s e e  have  
had some n e g a t i v e  c o n s e q u e n c e s .  A c a r e  c a n  be made i n  r u p p o r t  o f  
t h a t  c h a r g e ,  b u t  n o t  w i t h  r e s p e c t  t o  t h o e e  who t o o k  the c o u r e e .  
Many v e r y  b r i g h t  a n d  c a p a b l e  men a n d  women h a v e  g r e a t  n e e d , f o r  t h e  
k i n d  of b u s i n e e e  a 6 e l o t a n c e  which  PROPEMI r t a f f  i e  l e a r n i n g  how t o  
i m p a r t .  To b e  s u r e ,  RROPEMI'a l i t e r a c y  r e q u i r e m e n t  p o Z i c i e e  
u n j u s t i f i a b l y  d i e c r i m i n a t e  a g a i n s t  r a n y  i l l i t e r a t e ,  b u t  h i g h l y  
i n t e l l i g e n t  p e o p l e  who a r e ,  c l e a r l y ,  in t h e  m a j o r i t y  i n  C e n t r a l  
American c o u n t r i o e  -- i n c l u d l ~ ~  E l  S a l v a d o r .  Recommendat ions  w i l l  
a d d r e e e  t h i s  i e s u e .  



8 1 5 . 1  TLCINICAL A l l  IfiTANCE 

Tho PROPEMI t a a h n i c s l  r r r i r t a n c r  p r o g r a m  c o n t a i n 8  t b r  r r r d r  o f  w h a t  
t h i r  o b r r r v r r  of  LDC m i c r o  r n t r r p r r o r u r o  b r l i a v r r  i r  r r i n r  q u a  non 
t o r  t h r  r u a c r r r t u l  d r v r l o p m a n t  o f  t h e  p r i v a t a  r r c t o r  f r o m  b a l o w ,  
n a m r l y  t h a  p r o v i r i o n  of  b a d l y  n r r d r d  b u n i a r r r  r u p p o r t  r o r v i c o r .  The 
c o n t r n t r  o f  t h e  c o u r r r  m a t a r i a l r  r r r  i n d i c a t i v r  o f  romo o f  t h o r e  
n r r d r ,  b u t  t h r r r  r r r  a r n y  m o r r  n o r d r  w h i c h  m i c r o  o n t r r p t r n o u r r  
h a v e .  R r p o r t r  f r o m  a r r r o r r r  a n d  r n t r r p r r o r u r r  ( a 8  w a l l  a s  f r o m  many 
m a r k r t  v r n d o r r  v i r i t r d )  i n d i c a t e  t h a t  t h r r r  n r e d s  i n c l u d r  r u c h  
i n d i r p e n r a b l a r  r r  a n  i n f o r m a t i o n  a n d  r e f e r r a l  r e r v i c r :  "How d o  I 
i m p o r t  f rom M r x i c o  a n d  pay f o r  i t  i n  d o l l a r r l  How t o  a p p l y  f o r  
c r e d i t ?  Who c a n  f i l l  o u t  r f o r m  w i t h  l r g a l  i m p l i c a t i o n s  w i t h o u t  
g o i n 4  t o  a n  l a w y e r ?  Whrre  c a n  I re11 t h i r ?  Buy t h a t ?  M a r k e t i n g  
a n d  p u r c h a r i n g  n e e d e  a r e  a l r o  v e r y  i m p o r t a n t  t o  m i c r o  a n t r r p r e n e u r s .  
E n t r r p r a n e u r r  who a r e  i n t e r e r t e d  a n d  c a p a b l a  o f  b u e i n r e e  g r o w t h  a r e  
f r e q u e n t l y  r t y a i o d  a n d  d i r c o u r a g e d  by t h e  m o r r r r  o f  l e g a l  a n d  
b u r e a u c r a t i c  r r g u l a t i o n r  i n  t h e  f o r m a l  w o r l d  w h i c h  t h e y  n r e d  t o  know 
i f  e r o w t h  i r  t o  b e  a c h i e v e d ,  A n o t h e r  i m p o r t a n t  a r e a  o f  n e e d e d  
i n r t r u c t i o n  i s  q u a l i t y  i m p r o v e m e n t $  How d o  I make a  b e t t e r  p a i r  o f  
o h o e r ?  pf in to?  How d o  I r e b u i l d  o b a t t e r y  b e t t e r ?  r e p a i r  a  r a d i o ?  
c o m p u t e r ?  

8.5 .2  CREDIT 

PROPEMI s t a f f  r a t e d  t h e  i m p o r t a n c e  o f  t h e i r  t a e k s  i n  t h e  f o l l o w i n g  
o r d e r :  t h e  B u s i n e s s  A d m i n i e t r a t i o n  c o u r s e ,  T e c h n i c a l  A s e i s t a n c c ,  
a n d  C r e d i t .  The number t h r e e  p r i o r i t y  g i v e n  t o  c r e d i t  by PROPEMI 
s t a f f  s h o u l d  n o t  be  i n t e r p r e t e d  i n  t e r m s  o f  ' low." The n e e d  f o r  
b u r i n e s s  c r e d i t  i s  k e e n l y  a p p r e c i a t e d  by  s t a f f .  The e x p e r i e n c e  t h a t  
t h e y  h a v e  o b t a i n e d  i n  a v e r y  d i f f i c u l t - t o - u o r k - i u  u r b a n  c o n t e x t  ( t h e  
m o e e  s u c c e s e f u l  a n d  w e l l  known m i c r o  c r e d i t  p r o g r a m s  a r e  i n  r u r a l  
a r e a s )  h a s  g i v e n  PROPEMI r t a f f  a n  a p p r e c i a t i o n  f o r  t h e  n e e d  f o r  
c r e d i t .  They a l s o  a p p r e c i a t e  how d i f f i c u l t  i t  i s  t o  g e t  i t  t o  t h o s e  
who c a n  make t h e  moa t  u s e  o f  i t ,  b u t  whose  c r e d i t w o r t h i n e r e  a n d / o r  
i l l i t e r a c y  p r e c l u d e s  t h e i r  e v e r  r e c e i v i n g  t h e  o p p o r t u n i t y  u u d e r  
p r e s e n t  p o l i c y  c o n s t r a i n t e .  

The p r o b l e m  i s  a significant o n e .  S i n c e  i t s  b e g i n n i n g s  t o  t h e  e n d  
o f  Hay  1 9 8 8 ,  PROPEMI h a s  made a t o t a l  o f  6 1 4  l o a n s .  T h e s e  l o a n s  
were made in : h q  f o l l o w i n g  a m o u n t s  i l l u e t r a t e d  i n  T a b l e  8 .9 .  

). 

TABLE 8.9  

LOAN SIZES 
7 -- 

Loan S i z e  

Under 2 , 0 0 0  
2 0 0 1  t o  5 0 0 0  
5 0 0 1  t o  1 0 . 0 0 0  
- 

2 0 ; 0 0 1  a n d  oker -0- -0- 39 
A v e r a g e  Loan Amount s 6 0 7 2  - C7lS4  - c 1 4 ~ 9 3 0  



I n  t e rmb of  c r e d i t ,  PROPEMI h r r  i n  j u e t  two y e r r r  8 o n r  from an  
a v e r a g e  of 46 ,072  t o  c l m o r t  1 1 5 , 0 0 0 ,  I t  i r  r i ~ a i f b c a n t  t o  aompare 
t h i a  amount w l t h  the a v a i r g r  r m a l l  and  m i c r o  c r r d i t  r i t e  o f  the 
Banco ~ r l v a d o r o ~ o ,  l e a m ,  L5,600n00m It  i r  i m p o r t a n t  t o  p o i n t  o u t  
r g r i u ,  t h a t  t h e  compar i ron  i n  n o t  r f a i r  one f o r  PROPEMI, b r c a u r e  
w h i l e  t h e  33 p e r c e a t  m i c r o  c r r d i t r  o f  t h e  n a t i o n a l  bank r  r r r  l i m i t e d  
t o  oue y e a r  ( b u t  r e p e a t a b l e ) ,  t h e  PROPEMI c r e d i t  l i n e  of 1 5  p o r c e n t  
r u n r  f o r  l o n g e r  p r r i o d r  o f  time. Lon$er t e rm  l o r n r  . i n  n a t i o n a l  
banks run  a t  21  p e r c e n t ,  which war r a i d ,  by banke r  i n f o r m a n t r ,  a  
t r u e r  p i c t u r e  o f  t h e  v a l u e  of monry i n  t h e  m a r k r t p l a c e .  

An o r i g i n a l  g o a l  of FUSADES f o r  PROPEMP was t o  work w i t h  t h o e e  
m i c r o s  u n a b l e  t o  o b t a i n  c r e d i t  f rom commerc ia l  banks  i n  o r d e r  t o  
e n a b l e  them t o  do r o  a t  a  l a t e r  d a t e  a f t e r  t h e y  had r e c e i v e d  t h e  
o p p o r t u n i t y  t o  b u i l d  up a  e u c c o e e f u l  c r e d i t  h i s t o r y .  PBOPEMI h a s  
n o t  done t h i s ,  

8 . 5 . 3  EMPLOYMENT G I N E R A T I O N  I 
PROPEMI c r e d i t s  have  had t h e  employment impac t  i l l u e t r a t r d  i n  T a b l e  
8 . 1 0 ,  

TABLE 8.10 I 
EMPLOYMENT GENERATION I 

Type o f  E n t e r p r i s e  P e r c e n t  - Loans -- Workere 

C l o t h s  Makers 
F u r n i t u r e  Makers 
Misc .  M a n u f a c t u r i n g  
M e t e l  Working 
P r i n t i n g  
Shoemakers  
Auto Yect ianic  
M a c h i n e r y / E l e c .  R e p a i r  
Food Maker 
P e r s o n a l  S e r v i c e s  
C o n s t r u c t i o n  M h t e r i a l s  
L e a t h e r  F i n i s h e r s  
O t h e r  

b. 

8.6 SUSTAINABILITY 

PROPEMI h a s  a r t l a s t e d  t h a t  i f , t t  end6  1988 w i t h  a  l o a n  p o r t f o l i o  
v a l u e d  a t  d9 ,500 ,000  i t  w i l l  6 ad  1989  w i t h  a  d e f i c i t  o f  4642,750. 
T h e o r e t i c a l l y  t h a t  d i f f e r e n c e  c a n  be made up by i n c r e a s i n g  t h e  
i n t e r e s t  r a t e  by a b o u t  8  p e r c e a t ,  t o  23 p e r c e n t ,  wh ich  i r  two p o i n t s  
above  t h e  g o i n g  c o m n e r c i a l  r a t e o  f o r  r e g u l a r  b u a i n e a s  and p e r r o n a l  
l o a n s .  The problem w i t h  t h a t  r c e n a r i o  i e  t h a t  2.5 p e r c e n t  o f  
n a t i o n a l  bank p o r t f o l i o e  have  been  set  a s i d e  by b a n k i n g  r e g u l a t i o n e  
which  p l a c e s  t h e  i n t e r e s t  c a p  a t  13 p e r c e n t .  I n  o t h e r  worde ,  g i v e n  
c o m p e t i t i v e  c r e d i t  p rograme,  t h e  PROPEMI d e f i c i t  c a n n o t  b e  made up 
by i n c r e a s i n g  i n t e r e s t  r a t e s .  A s  l o n g  a s  PROPEMI s t a y s  t a r g e t e d  



w i t h i n  thr  ramr c r e d i t  m a r k e t  r r g m r n t  a8 t h r  n a t i o n a l  b a n k r ,  i t r  
i n t r r r r t  r a t r  n r r d r  t o  # t r y  r o u g h l y  c o m p r t i t i v o  w i t h  thom. I n  o r d r r  
t o  be r b l r  t o  i n c r e r r r  t h r  i n t a r a r t  r a t r  r i g n i f i c a n t l y ,  i t  would 
nued t o  m r r k a t  t h o  program f o r  t h o  l o w r r t  and  p r r - m i c r o  
r n t r e F r s n r u r r  -- r e  i f  i r  w e l l  known t h a t  i n t a r r a t  t r t a r  f a l l  i n  
p r o p o r t i o n  t o  t h a  r i z o  o f  t h o  c r r d i t t  t h o  more monoy one i r  a b l e  t o  
r e c e i v e ,  t h e  l a s r  i n t a r r o t  i r  p a i d 1  t h e  1188 money one  i r  a b l e  t o  
bor row,  t h e  h i g h e r  i r  t h e  i n t a r a r t  r a t r  p a i d .  

SAVE-THE-CHILDREN'r l a r g r l y  r u r a l - b a r e d  Zowart-micro and p r r - m i c r o  
c r e d i t  p rograms  c h a r g e s  a 36 p r r c r n t  i n t r r r r t  r a te .  S e v r r a l  o f  i t e  
r u r a l  b r a n c h e e ,  c a l l e d  "bancor  c o m u n a l r r , "  a r r  r u b g r c t  t o  t h e  
~ e g u l a t i o n e  of a  boa rd  of t r u r t e c e / d i r r c t o r r  a n d  t h r s r  h a v e  d e c i d e d  
t o  c h a r g e  a n  i n t r r s s t  r a t e  of 1 0  p o r c e n t  m o n t h l y ,  a 1 2 0  p r r c r n t  
a n n u a l  r a t e  i n  a n  e f f o r t  t o  p e r p e t u a t e  t h r i r  s m a l l  r o v ~ l ~ f n a  f u n d r .  
ThJs i e  a p p e r e n t l y  b e i n g  done e u c c r s s f u l l y .  T h r s r  we re  r a i d  t o  be 
low i n t e r e s t  r a t e e  w i t h i n  t h r  i n f o r m a l  c r e d i t  a a r k e t  i n  u r b a n  
a r e a s .  I t  i e  d o u b t f u l  w h e t h e r  PROPEMI c a n  p r r e e n t l y  l o w e r  i t s  
t a r g u t e d  segment  i n  o r d e r  t o  e i g n i f i c a n t l y  i n c r r a r r  i t 8  l n t e r r e t  
r a t e s .  Given t h e  p r e s e n t  r y s t e m  and a r s o c i a t i o n  w i t h  FUSADES t h e  
p o s s i b i l i t y  i e  a  r emote  one  b e c a u s e  FUSADES would ,  " a l m o s t  
c e r t a i n l y "  a c c o r d i n g  t o  some i n f o r m a n t r ,  l o o k  u n f a v o r a b l y  on r u c h  a  
p o l i c y  c h a n g e ,  i . e . ,  t h e  e c e n a t i o  of PBOPEMI i n c r e a s i n g  I ts  i n t e r e s t  
r a t e  from 1 5  t o  23 and more p e r c e n t  would p r o b a b l y  n o t  make f o r  good 
n e w s p r i n t .  

While s u c h  a  change  of marke t  t a r g e t  c a n n o t  be  made q u i c k l y ,  t h e  
f e a r  may n o t  be  w e l l  founded:  t h e  c o s t  o f  money i n  t h e  i n f o r m a l  
c r e d i t  marke t  i s  t r a d i t i o n a l l y  h i g h  by commerc i a l  b a n k i n g  
s t a n d a r d s .  A p o s s i b i l i t y  which  neede  t o  be  r e r i o u s l y  d i e c u a e e d  a s  
p a r t s  of PROPEMI'e q u e s t  f o r  f i n a n c i a l  r u e t a i n a b i l i t y  i s  f o r  PBOPEMI 
t o  a c t  a s  a  s u b - g r a n t o r  o f  r e v o l v i n g  l o a n  f u n d s ,  i n  t h e  c o n t e x t  of 
which s i g n i f i c a n t  i n c r e a e e e  i n  i n t e r e s t  payments  becomee a more 
r e a l i s t i c  p o s s i b i l i t y .  Such l o a n s  c o u l d  be  made t o  a good number of  
c h u r c h  o r g a n i z a t i o n e  w i t h  e x i s t i n g  s o c i a l  a c t i o n  programs .  Many of  
t h e  p e o p l e  i n v o l v e d  i n  t h o s e  k i n d  o f  c h u r c h  o r g a n i c a t i o n s  a re  h i g h l y  
m o t i v a t e d ,  h o n e s t ,  and s u f f i c i e n t l y  t a l e n t e d  a s  managers  3nd 
t r a i n e r s .  O u t s i d e  t e c h n i c a l  a s s i s t a n c e ,  f rom p e o p l e  l i k e  

- A C C I O N - A I T E C  o r  l o c a l  PVOe w i t h  t h e  a p p r o p r i a t e  t n p e r i e n c e ,  m i g h t  
s o c t h e  o u t  t h e  e t e r n a l l y  p r e s e n t  r o u g h  'mpotr.  

PRCPEMI's f i n a n c i a l  s u e t a i n a b i l i t y  a l s o  n e e d s  t o  be  h e l p e d  r r o m  
o t h e r  q u a r t e r s ,  l e e . ,  i n  terms o f  o t h e r  m a r k e t a b l a  a c t i v i t i e r .  
There  i s  no q u e s t i o n  t h a t  PBOPEMI h a s  b3en  8 u c c e r r f u l  i n  m a r k e t i n g  
i t e  b u s i n e a a  a d m i n i e t r a t i o n  cou , r r e .  S1:rong arm t ac t i c6  were n o t  
ueed i n  m a r k e t i n g  t h e  p z ~ g r a m b - - 0 b v i o u r S y  t h e r e  war a need  I n  t h a t  
p a r t i c u l a r  m a r k e t p l a c e  f o r  t h a t  e d u c a t l w m l  p r o d u c t .  What o t h e r  
n e e d s  f o r  e d u c a t i o n a l  p r o d u c t e  e r i r t  i n  t h a t  p a r t i c u l a r  m a r k e t  
segment  and  o t h e r ,  l o w e r  m i c r o ,  a a r k e t  megmentr? A s  i n d i c a t e d  
a b o v e ,  i t  i e  w e l l  knovn i n  m a r k e t i n g  r c l s n c e  t h a t  o n e  r u c c e o e f u l  
p r o d u c t  i s  p a r t  o f  a  r a n g e  o f  o t h e r  e u c c e r o f u l  p r o d u c t s ,  i . e . ,  t h e  
H i l a s a l  Company d o e s  n o t  o n l y  marke t  b a t h  t o v e l e .  FUSADES n e e d s  t o  
e x p l o r e  t h i s ,  a n d  PROPEMI n e e d s  t o  d e v e l o p  a n d  a a r k e t  t h e  
a p p r o p r i a t e  p r o d u c t s .  



Two b a n k e r r ,  rmrll a n d  m i c r o  window d i r r c t o r e ,  b a l i r v r d  t h a t  t h  
b a n k i n g  community o f  S r n  S a l v a d o r  would b r  p l r r r r d  t o  c o l l a b o r a  
w i t h  PROPEMI i n  d r v r l o p i o g  r r v r r r l  d i f f r r r n t  t r a i n i n g  r a d  o u t r a  
t r c h n i c r l  r r a i r t r n c e  programa f o r  d i f f r r r n t  l e v a 1 8  of  r m a l l  and 
m i c r o  r n t r r p r r n r u r r .  Such r r r v i c r r ,  t h r y  f r l t ,  m igh t  p rove  t o  
g r r r t  h e l p  i n  r e d u c i n g  t h a  c o m m r r c l r l  bank r  h i g h  d r f a u l t  r a t r r  
p u t  a t  a b o u t  1 5  p r x c r n t  a s  comprr rd  t o  6 p r r c e n t  f o r  PROPEMI. 

But e v e n  i n  t h e  b r a t  o f  r c e n r r i o r  i t  i r  d o u b t f u l  t h a t  a r i g n i f i  
d e g r e e  of f i n a n c i a l  r u r t a i n r b i l i t y  can  be r r a l i z r d .  The l o w e r  
goeo  down t h e  m i c r o  m a r k e t  r r g m r n t  r c a l r  t h e  mote  o v r r w h r l m i n g  
t h a  p o v e r t y  of S a l v a d o r r n s  brcomr .  T h i s  l o  n o t  r new d r v r l o p m a  
PROPEMI w i l l  need  t o  d e a l  oven more i n t r n e a l y  w i t h  t h o  p o o r  wha 
a o  o t h e r  r e a l  hope f o r  income g r a r r r t i o n  t h a n  t h e  Z r r e  r n t e t p r i  
penny c a p i t a l  r ye t am.  I n  t h e  l o n g  h a u l  ( t e n  y r a r o  anyway) 
r u s t a i n a b i l i t y  f o r  PROPEMI neado  t o  be t h o u g h t  of i n  t h e  manner 
t h e  C o s t a  R ican  ACOBDE program,  whereby a  e i g n i f i c a n t  p a r t  o f  t 
o p e r a t i n g  budge t  i o  g e n e r a t e d  by a n  rndowment fund .  

8 7  RECOMMENDATIONS 

8 .7 .1  PROPEMI s h o u l d  e r t a b l i e h  a p p r o x i m a t e l y  e i x  o u t r e a c h  
c e n t e r s  i n  t h e  p o o r e r  a r e a s  o f  t h e  c i t y .  These  c a n t e r e  w i l l  e e  
a e  e u p p o r t  c e n t e r e  f o r  e m a l l  and m i c r o  b u s i n e s s  communi t i ee .  T 
c e n t e r s  e h o u l d  be r t a f f e d  by t h e  p r e e e n t ,  o r  f e w e r ,  number of  
o u t r e a c h  w o r k e r s .  The job  d e e c r i p t i o n e  of t h e e e  w i l l  be c a r e f u  
r e v i e w e d  and  r e d e f i n e d  i n  a c c o r d a n c e  w i t h  t h i e  change .  They a h  
f o r m a l l y  i n c l u d e  t h o s e  s e r v i c e s  now s a i d  t o  be l a r g e l y  e u p p l i a d  
i n f o r m a l l y ,  e s p e c i a l l y  i n f o r m a t i o n  and  r e f e r r a l  e e r v i c e e  a n d  r h  
t e r m  e d u c a t i o n  e e r v i c e e  p r o d u c t e .  The c e n t e r e  ehou ld  be  c e n t e r  
p r i h a r i l y  i n  name. They e h o u l d  n o t  be  b u i l t  o r  d e c o r a t e d  a s  t o  
t h e  poo r  f e e l  i l l - a t - e a s e .  They s h o u l d  i d e a l l y  be  l o c a t e d  i n  1 
r e n t  a r e a e  r e l a t i v e  t o  t h o e e  p a r t s  o f  t h e  C i t y  c h o r e n ,  a n d  c o n e  
o f  a  room b i g  enough f o r  m a l l  c l a s s e e  and m e e t i n g 6  i n  a d d i t i o n  
t h e  making and  e e r v i c i n g  of PROPEMI's e m a l l e e t  m i c r o  l o a n e .  

8.7.2 PROPEMI s h o u l d  abandon  i t r  p o l i c y  o f  manda to ry  a t t e n d  
a t  t h e  b u e i n e s o  c o u r s e s  i n  o r d e r  t o  q u a l i f y  f o r  c r e d i t  a e r i e t a n  

8.7.3 I n  a d d i t i o n  t o  i t s  p r o v e n  f i ve -week  b u r i n e e e  
a d m i n i e t r a t i o n  c o u r s e ,  PROPEHI r h o u l d  d e v e l o p  and  implemeng s e v  
o t h e r  t y p e s  of a h o r t - t e r m  b u s i n e s s  e d u c a t i o n  r e r v i c e s  p r o d u c t e  
i n c l u d i n g  b u r i n e a r - r e l a t e d  f i l m s .  The c h s r a c t e r i r t i c s  of t h e e e  
p r o d u c t s  w i l l  n eed  t o  r e f l e c t  findings of  a p p r o p r i a t e  marke t  a t  
of t h e  m i c r o  m a r k e t .  T h e s e  r t u d i e s  r h o u l d  e e p e c i a l l y  i n c l u d e  
e x i s t i n g  s t u d i c e  on  t h e  ~ a l v d d e r a n  m i c r o  s e c t o r .  E d u c a t i o n a l  
p r o d u c t e  need  t o  i n c l u d e  b o t h  b u r i n a s s  a n d  t e c h n i c a l  o u b j e c t e  
r e l a t e d  t o  t h e  n e e d s  of a r e a  m i c r o  e n t r e p r e n e u r e .  They r h o u l d  
d e s i g n e d  a n d  t a u g h t  i n  r u c h  a r a y  r o  a r  n o t  t o  impede o r  i o t i m i  
n o n - l i t e r a t e  p e r r o n s .  
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8 . 7 . 4  PROPEMI r h o u l d  d r v a l o p  a m i c r o - b u r i n r r r  b u r i n r r r  r r r v i c r r  
program.  T h r r r  a r r v i c r r  w i l l  i n c l u d r  r w i d r  r a n g r  o f  b u r i a r r r  
a r a i r t a n c e  and  c o u n r r l l i n g  r r r v i c r r ,  i n c l u d i n a  t h o  f i l l i n g  o u t  o f  
10861 ,  b a n k i n g  and  o t h r r  b u r i n r r r  r r l a t r d  form8 f o r  r u c h  n r r d r  a r  
c r e d i t  a p p l i c a t i o n r  f o r  c o m m r r c i a l  b r n k r ,  f o r e i g n  exchange ,  r t c .  
The r r r v i c r  w i l l  i n c l u d a  a n  i n f o r m a t i o n  and  r r f r r r a l  r y r t r m  l i r t i n g  
m a t e r i a l 8  and r r r v i c r r  a v r i l a b l r  from t h e  p u b l i c  and p r i v a t o  

, r r c t o r r ,  i n c l u d i n g  o t h r r  m i c r o  o n t r r p r r n r u r r .  The d a t a  b a r r  w i l l  
i n c l u d r  i n f o r m a t i o n  on m a r k r t i n g ,  c e n t r a l  p u r c h a r i n g ,  con rumr t  
i n f o r m a t i o n ,  r t c .  I t  r h o u l d  b r  b u i l t  up o v r r  t i m e  i n  o r d r r  t o  
r e f l e c t  t h e  r e a l  w o r l d  n e r d s  of m i c r o  e n t r a p r r n r u r r ,  and r h o u l d  be 
a v e n t u a l l y  managed by s t a n d a r d  computer  r o f t w a r e  d a t a  t r a c k i n g  
packages  s u c h  r r  D a t a b a r e .  

8,7.!5 PROPEMI, i n  c o l l a b o r a t i o n  and c o o r d i n a t i o n  w i t h  t h e  DEES, 
e h o u l d  d e v e l o p  a  Micro  B u r i n r s s  B o r e a r c h  a n d  Sominer  Program. T h i s  
program w i l l  d e d i c a t e  i t s e l f  t o  t h e  r t u d y  o f  a 1 1  a r p r c t r  of m i c r o  
b u s i n e s s  i n c l u d i n g  i t s  r a l a t i o n e h i p r  a n d  i m p a c t  on l o w r r  income 
p o p u l a t i o n s  and t h e  f o r m a l  b u s i n e s s  s e c t o r .  I m p o r t a n c e  n e e d s  t o  b e  
g i v e n  t o  t h e  s t u d y  and  deva lopmen t  o f  m i c r o  c r e d i t - m a k i n g  models  f o r  
u s e  i n  u r b a n  c o n t e x t s .  The program s h o u l d  u t i l i z e  t h e  c o n e i d e r a b l e  
e x p e r t i s e  o f  S a l v a d o r a n  s o c i a l  a n d  management a c i e n t i s t s  a e  i t s  

r i m a r x  human r e e o u r c a  baee .  It r h o u l d  make immed ia t e  u s e  of  e 
t a j o r  U C A  t ~ t u d y  (Depa r tmen t  o f  Economics)  on  t h e  m i c r o  b u s i n e s s  
s e c t o r  c o n s i s t i n g  of 1 4  volumes on 1 4  s u b - r e c t o r s  of t h e  m i c r o ,  and 
l a r g e l y  i n f o r m a l ,  S a l v a d o r a n  economy. It i r  i m p o r t a n t  t h a t  a l l  
s c h o l a r s  and w o r k e r s  w i t h  a p p r o p r i a t e  c r e d e n t i a l s  p a r t i c i p a t e  i n  t h e  
d i a l o g u e s  of  t h e s e  s e m i n a r s  r e g a r d l e s s  o f  r e a l  o r  imag ined  
I d e o l o g i c a l  p e r e u a s i o n s .  

8 , 7 . 6  PROPEMI a h o u l d  modi fy  i t e  p r e s e n t  c r e d i t  making 
o p e g a t i o n s .  It s h o u l d  b e g i n  t o  t a r g e t  a  l o w e r  m i c r o  e n t r e p r e n e u r  
who i s  o u t s i d e  of t h e  commerc i a l  b a n k i n g  s y r t e m .  A l a r g e  m a j o r i t y  
o f  i t s  p r e s e n t  b e n e f i c i a r i e s  have  ample  o p p o r t u n i t y  t o  r e c e i v e  Ci' 
c r e d i t  f rom numerous commerc i a l  banks :  w i t h  c o m p a r a t i v e  d i s p a t c h ,  a t  
a more f a v o r a b l e  i n t e r e s t  r a t e  f o r  s h o r t - t e r m  l o a n s  of  l e e s  t h a n  one  
y e a r  and a t  no rma l  marke t  r a t e s  f o r  l ong - t e rm l o a n s .  T h e '  
m i c r o - c r e d i t  windows o f  t h e  c i t y ' e  commerc i a l  banks  a p p e a r  t o  h a v e  
o i g n i f i c a n t  e x p e r i e n c e  i n  making l o a n s  t o  t h e  same g e n e r e l  m a r k e t  
segment  t a r g e t e d  by PROPEMI. One s u c h  bank (Banco S a l v a d o r e n o )  h a e  
a l o w e r  a v e r a g e  c r e d i t  s i z e  (d5,600/$1, '120)  t h a n  PBOPEMI'r c u r r e n t  
1 9 8 8  a v e r a g e  o f  a l m o s t  d15 ,000/$3 ,000 .  The Banco S a l v a d o r e n o  a l s o  
h a s  a  f a s t e r  a p p r o v a l  time. (However i t  ha8  no  c o u r r e  & 

r e q u i r e m e n t . )  The e s t a b l i s h m e n t  o f  a n  AID-funded c r e d i t  o p e r a t i o n  
i n  d o  f a c t o  c o m p e t i t i o n  w i t h  t h e  commerc i a l  b a n k i n g  r y r t e m  a p p e a r s  
t o  r u n  c o u n t e r  t o  AID'e t r a d i t i o n  a n d  t o  IUSADES o r i g i n a l l y  s t a t e d  
i n t e n t i o n  i n  t h e  PBOPBMI p roa ram d e e i g n  -- which  i s  t o  f a c i l i t a t e  
t h e  i n t e g r a t i o n  of p e r e o n e  w i ~ o u t  p r i o r  e x p e r i e n c e  i n t o  t h e  
t r a d i t i o n a l  c r e d i t  r y s t e m s  by  g i v i n g  them t h e  o p p o r t u n i t y  t o  b u i l d  
up c r e d i t  histories. A b s t r a c t i n g  f rom t h e  o d u c a t i o n a l  a n d  t e c h n i c a l  
a s s i s t a n c e  a a p e c t e  o f  t h e  PROPEM1 program,  i t s  c r e d i t  making 
o p e r a t i o n  i s ,  p r e t t y  much, a t r a d i t i o n a l  one.  



The p t e a r n t  l o a n  p o r t f o l i o  r h o u l d  c o n t i n u a  t o  be r a r v i c a d .  Bowaver 
t h e  m r r k a t  t a r g a t  of t h a  PROPEMI c r a d i t  o p r r a t i o n  r h o u l d  -- w i t h  t h a  
b u i l d u p  of  knowl rdge  and  a x p a r i e n c r  -- r a d u a l l  ba  changed  t o  --I! t a r g e t  t h r  l o w r r t  and p r a - n i c r o  a u t r a p r r n a u r r  o  t h a  clt;. Tha 
changr  of PROBEMI'r marke t  t a r g a t  r h o u l d  ba a u b r t a n t i r l l y  c o o p l a t a d  
w i t h i n  on r i g h t r a n - m o n t h  p e r i o d .  

(Note :  P R O P E M I  o b j e c t a d  t o  t h i r  recommandat ion ,  r t s t i n g  I t  would b r  
r i e k y  and  c o r t l y  t o  PROPEMI.) 

P R O P E M I  r h o u l d  s i m p l i f y  i t r  l o a n  r p p l i c a t i o n  p r o c a r s .  It r h o u l d  
r e d u c e  t h e  number of  fo rms  a u p p o r t l n g  a c r e d i t  r e q u a r t .  The i n i t i a l  
d i e g n o s t i c o  and  t h e  f o r m a l  a p p l i c a t i o n ,  f o r  axampla ,  a r a  l o n g t h y  end 
d u p l i c a t i v s  i n  numarour r e s p e c t s .  

8.7.7 The a d m i n i s t r a t i o n  of PROPEMI r h o u l d  c o o d u c t  a f e a e i b i l i t y  
s t u d y  of  t h e  u t i l i z a t i o n  o f  t h o s a  San  S a l v a d o r  c h u r c h e r  w i t h  
economic deve lopmen t  and s o c i a l  a c t i o n  programo,  as r u b - c o n t r a c t o r s  
t h r o u g h  whom c r e d i t - m a k i n g  r e r v i c a s  c a n  ba made a v a i l a b l e  t o  t h e  
l o w e s t  and p re -mic ro  e n t r a p r a n a u r a  of t h e  C i t y .  Uany c h u r c h  
o r g a n i z a t i o n s  a r o u n d  t h e  w o r l d ,  a o  moequee i n  Huel im c o u n t r i e s ,  h a v e  
t h e  d e d i c a t i o n  and  management c a p a b i l i t y  t o  implamant  c r e d i t - m a k i n g  
o p e r a t i o n s .  Many, i n  f a c t ,  i n c l u d e  c r e d i t  a n d  l o a n  p rog rams  i n  
t h e i r  s o c i a l  a c t i o n  programming. 

8 .7 .8  The USAIDlEl S a l v a d o r  M i s s i o n  s h o u l d  c o n s i d e r  t h e  
e s t a b l l a h m e n t  o f  a n  endowment fund  f o r  PBOPEXX i n  t h e  s p i r i t  of  t h e  
U S A I D I C R  M i s s i o n  endowment made t o  t h e  Cos t a  R i c a n  ACORDE program t o  
c o v e r  o p e r a t i n g  co8 t . s  f o r  a t e n - y e a r  p e r i o d .  

8 . P  COST IMPLICATIONS OF TEE RECOBMBNDATIONS 

I The C e n t e r s  

The recommended c e n t e r s  w i l l  n o t  r e q u i r e  a d d i t i o n a l  s t a f f .  I n  f a c t ,  
a n a l y s i s  of t h e  r e s u l t i n g  work l o a d  e s t i m a t e s  c o u l d  a u g g e s t  a need  
f o r  f e w e r  s t a f f .  The r e d u c t i o n  of s t a f f  f o r  t h e s e  k e y  p o s i t i o n s ,  
however ,  n e e d s  t o  be c a r e f u l l y  c o n s i d e r e d ,  a s  t h e s e  c o u l d  become 
h i g h l y  s t r e s s f u l  p o s i t i o n s ,  wh ich  s t r e s s  can  b e  s i g n i f i c a n t l y  
d i m i n i s h e d  by r o t a t i n g  s t a f f  be tween  home b a s e  a n d  o u t r e a c h  c e n t e r s  
on a  r e g u l a r  b a s i s .  The c o a t  o f  r e n t a l  f o r  o u t r e a c h  c e n t % r s  of t h e  
t y p e  e n v i s i o n e d  s h o u l d  n o t  e x c e e d  d3n0-400 c o l o n e e  mon th ly .  

8.8.1 OTHER BUS INBSS BDUCATIOI PRODUCTS All0 BUSINBSS SERVICES 
PRO CRAM 

'L- 

The deve lopmen t  of new r e r v l c e  p r o d u c t r  f o r  b o t h  p rog rams  a r e  
e n v i s i o n e d  t o  b e  d e v e l o p e d  by t h e  team of o u t r e a c h  r o r k e r r .  The 
needed m a r k e t i n g  r a s e a r c h  i r  e n v i s i o n e d  as a t a r k  (and  a c o s t )  f o r  
FUSADES m a r k e t i n g  p e o p l e .  G iven  t h e  r u c c e a r  of t h e  b u r i n a s a  c o u r r e ,  
i t  i s  more r e a s o n a b l e  t o  assume t h a t  t h e r e  i e  a ( f e e - f o r - r e r v i c e )  
m a r k e t  f o r  a d d i t i o n a l  b u s i n e s s  e d u c a t i o n  and  s e r v i c e  p r o d u c t r  t h a n  
t o  assume t h a t  t h e r e  i s  n o t .  The a s s u m p t i o n  i s  t h a t  t h e s e  new 



s r r v i c a  p r o d u c t r  w i l l  r r r u l c  i n  romr incomr .  Whi l r  t h a t  incomr  
moat p r o b a b l y  n o t  c o v r r  t h e  r n t i r r  c o o t ,  i t  c o u l d  c o v e r  r o i g n i  
amount .  

8 .8 .2  RE8EARCH AND SEMINAR COSTS 

T h e r e  a r e  i m p o r t a n t  r r r o u r c e r  i n  San S a l v a d o r  t h a t  a r e  a v a i l a b l l  
l i t t l e  o r  no c o o t  t o  t b r  program. X r n t i o n  war made o f  t h a  U C A  
Economice Depa r tmrn t .  T h r r r  a r e  o t h r r o  who, i t  i s  r o a r o n a b l e  t 
a r aume ,  would be w i l l i n g  p a r t i c i p r n t r  i n  ouch a program p r i a a r i  
b e c a u s e  of t h e  p e r c e i v e d  i m g o r t r n c r  o f  d o i n g  r o .  What c o r t r  a t  
i n c u r r e d  s h o u l d  b e  c o v e r e d  by t h e  DEES. 

. 8.8.3 LOWEBINO PROP2MI'r TARGET SIGMBNT SIGHT 

The p o s s i b l e  s c e n a r i o s  v a r y  h e r e .  I f  PROPEMI d e v e l o p s  i n t o  a 
c r e d i t - m a k i n g  i n s t i t u t i o n  d i r e c t 1  t o  l o w e r  and pro-micro  _a_r e n t r e p r e n e u r s ,  t h e n  i t  w i l l  n e e  a d d i t i o n a l  a u p p o r t  r t a f f  t o  ma 
and s e r v i c e  l o a n s .  I f  i t  d e v e l o p s  i n t e  a r u b - c o n t r a c t i n g  
i n s t i t u t i o n  i t s  c o a t s  c a n  be  s i g n i f i c a n t : L y  c u r t a i l e d .  I n  e i t h e  
c a s e  t b e r e  e x i s t s  a  r e a l  p o e s i b i l i t y  of a i g a i f t c a n t l y  i n c r e a s e d  
i n t e r e s t  r a t e s .  

8.11.4 AN ENDOWMENT 

A PROPEMX s c e n a r i o  t o  e l i m i n a t e  i t s  d e f i c i t  (ahawn in 8.4.2 . )  b 
i n  t h e  i989 c a l e n d a r  y e a r  w i t h  a t 1 6 , 0 0 0 , 8 0 0  c o l o n e s  l o a n  p o r t  
e q u i t y .  A t  PROPEHI's c u r r e n t  1 5  p e r c e n t  i n t e r e s t  r a t e ,  t h e  
p o r t f o l i o  s h o u l d  g e n e r a t e  a l m o s t  2.5 m i l l i o n  i n  i n t e r e s t .  T h a t  
amount c o u l d  be  i n c r e a s e d  r i g n i f i c a n t l y  i f  h i g h e r  i n t e r e s t  r a t e  
c o u l d  be c h a r g e d  w h i c h  i s  f e a s i b l e  i f  l o w e s t  and  p re -mic ro  
e n t , g e p r e n e u r s  become p r i m a r y  t a r g e t s .  I f  1 9 8 9  were  t o  b e g i n  w i  
s i g n i f i c a n t l y  l a r g e r  l o a n  p o r t f o l i o  e q u i t y ,  say f i f t y  m i l l i o n  
c o l o n e s  ( t e n  m i l l i o n  d o l l a r s )  t h e n  d i r e c t  l e n d i n g  o p e r a t i o n s  t h  
r e v o l v i n g  l o a n  f u n d s  c o u l d  be s u b - c o n t r a c t e d  t o  t h e  a f o r e m e n t i o  
c h u r c h  g r o u p s  a n d / o r  a n y  o t h e r  a p p r o p r i a t e  i n d i g e n o u s  PVO -- 
p r o v i d e d ,  o f  c o u r s e ,  t h a t  t h e  men t ioned  f e a s i b i l i t y  s t u d y  s u g g e  
t h e  r e a s o n a b l e n e s s  of d o i n g  s o .  I n t e r e s t  f rom t h o s e  o p e r a t i o n s  
c o u l d  f u n d  PKOPEMI o p e r a t i o n a l  c o s t s .  



WORX ORDER NO* 61 

The evaluation w i l l  covar, t o  varying drgrras ,  a l l  oagoing A.1.D. Projocte with 
PUS ADES : 

519-0255 Agricultural  P),versification Program 
519-0287 Indu r t r i a l  S t rb i l i z a t i on  and Recovery 
519-0303 Water Management 
519-0304 Urban Small Burinass 
51 9-0316 berociat ion Strengthening Act iv i t i ee  
519-0327 Agribusinrea Development 
519-0336 Private Sector I n i t i a t i v e 8  

OBJECTIVE - 
The purpose of the  evaluation i s  t o  review the  overa l l  impact of FUSADES'r program 
i n  term& of the o r ig ina l  objective8 r s t ab l i ehed , i n  each of the programe i t  i e  
implementing a s  well aa FUSADES's i n s t i t u t i o n a l ,  managerial, f inanc ia l ,  sud 
technical  s t rengths  and weakneeees, The evaluation w i l l  aeaees FUSADES's a b i l i t y  
t o  exercise  sound stewardehip over A.1.D. rasourcer,  management capabi3.ity t o  
implement the  programs it has now, and i ts  capacity t o  take on new a c t i v i t i e s .  The 
evaluation w i l l  include a f u l l  eurmiwtion of USAID/El Salvador's Projects with 
FUSADES, including an analysis  of the  Foundation, i ts  capab i l i t i e e ,  thn new 
res t ruc tur ing ,  implementation progreee and impact of i t e  programs, and prospects 
f o r  i ts  eventual long-term v i a b i l i t y  and f i a anc i a l  self-sufficiency.  

STATEMEIT OF WORK 

The Coniultants w i l l  conduct an examination of USAID'a Projects  with PUSADES, 
including an analysis  of the i n s t i t u t i o n ,  i t s  capab i l i t i e e ,  management s t ruc tu r e ,  
program impact and long-term v i ab i l i t y .  The Consultants w i l l  place epecia l  
emphasis on FUSADES poten t ia l  f o r  eventual f i nanc i a l  self-sufficiency given i r e  
present and planned i n s t i t u t i o n ,  ae w e l l  ae  each of its program, w l l l  be assessed 
for po t en t i a l  f inanc ia l  eelf-rel iance.  

NSADES has a comprehensive program with reepone ib i l i t i ea  divided among WIDEX, 
FI'DEX, PROPPII, DIVACRO, RIEGO, DEES, a d  FORTAS. Each of these divieions w i l l  be 
examined by appropriate expert  consultante who rlll rtudy and evaluate the  
individual  e t ruc ture ,  management, pro: ram effect iveners ,  f i nanc i a l  rysteqp, and 
impact. I n  addi t ion,  the evaluation all assess t h e  v i a b i l i t y  of each program 
independently and within t he  ove ra l l  management structure of PUSADESw 

I n  performing the  evaluation,  t he  Consultante +I11 u t i l i c e  previoue s tad lee  of 
FUSADES including: The Chai j / ~ i l l i u k g e ~ o r t  ; the January 29, 1987 "Xemorandum 
Study" on FORTAS; t h e  Robert Nathan m d  Associates Feas ib i l i t y  and Derign Study of 
Hay 1987; t he  Louis Berger Study on DEES Overall Objectivee; the AXD Regional 
b p e c t o r  Ceneral'a Audit Report on READES; obl iga t ing  documents; varioua PDSADES 
Action Plans; and other re levant  r t ud i e s  and per t inen t  AID documentation. 



It ir plannad that arch of the toup mcuabrrr will concrntrrtr on rpocific rrrnr of 
rrrignmrnt m d  that thr atforto of arch will br coordinarad by tho T a m  hrdar. 
Thr final rrport will rrtirfy thr rrquirrmantr of thir Scopr of Work and will 
contrln individurl rrctionr on arch of the rbovr mantionad program, ovrrall, 
FUSADES management, cradlt oporrtiono, uport m d  invrrtmrnt promotion rctivitira, 
and FUSADES financial rtructure and virbility. The final rrport will rlro 
recommand alternativro for incruring thr rartructurin$ of progrrms and divirions 
whrro rertructuring ie drrmad appropriate to improve implrmrntation rfficiency. 

For each F'USADES diviaioa/prograra, the tram of Conrultrntr will make rpocific 
recommendatione for modificationr to improve upon identified drficirncirr. 

P.0. NO, 5 1 9 ~ 0 1 7 7 ~ 0 ~ 0 0 ~ 8 5 6 3 ~ 0 0  

The evaluation prepared in June 1988 provided information on FUSADESto programs and 
on its management and fiasncial eituatlon. As a result of this useful "first 
stage" analysis, a number of questione bave been raired. The purpose of this 
statement of work is to elicit information supplemental to the June 1988 analysis, 
which will provide the Mission with fuller information and rubstantiation of the 
first stags analysis and recommendations. The statement of work outlined herein 
Kill prwide the Mission with a solid amseeemant of FUSADES' raanagament and 
capabilities; its financial situation, including a "enapehot" of PUSADESt financial 
situation in 1992; and proapects and options for suetaiaability. The focus of the 
analysis will be on the management aseeesment and ruetainability. However, in 
addition, detail on a few program areaa will be provided as described below. 

A. Sustainability 

h e  assessment of the self-suetainability of POSADES will flow out of the 
management and financial analyeis of the institution. AID is interested in 
seeing what programming levels can be maintained in 1992 and beyond, given 
current programmed A D  assistance levels to FUSWES. Options for improving 
its self-sustainability will be outlined in brief. 

Management Assessment 

The mauagement assessment will consider FUSADFS' current management, its 
capabilities, and implicatione for the future. The coneultant(s) wlll 
prwide detail to rubstantiate the recommendatione m d  conclueions of the 
first stage analysis by reuponding to the following questions: (see Chapter 
2, Section 2.6.1). 

C. Financial Analysis 
7 -- 

- AID funding: Source and arrmptione in AID funding wiU be clarified. 
It will be assumed that current Projects will ba funded at authorized U P  
levels, and that the proposed menbents on Projactr 0287 and 0327, as 
well as the new Small Businese Project which contemplatee a component 
with PROPEMI as contained in the Mission's 1989 Action Plan, a l l  be 
funded as planned. 



- Cortr vill br diraggregatrd by f i x rd  and variable co r t r .  Thir 
iaformrtion h11 r3ro ba uaetul  Lia thr r r n r i t i v i t y  u r a l y r i r ,  mince t i r ed  
coats a r a ,  t o  8 degree, a f ac to r  of thu var iab l r  co r t r ,  

- The rrvieed f inanc ia l  anr lpr ia  w i l l  conrArt of a "bare carre" and 
s e n r i t i v i t y  anr2yri r  of r e v r t r l  d i f f e r an t  rcraor ior  t o  br agraed t o  by 
the Marion t o  project RUSADES' f i nanc i r l  poeition j a  1992. 

- New f inanc ia l  t ab les  w i l l  br prepared ur in  tho rame format (income 
statrment,  p ro f i t  m d  loma atatemant, e tc .  f 

D, FUSADES Credit Por t fo l io  

- Regarding tb.e water managwnent loan por t fo l io  (Project 51.9-03031, 
describe i n  d e t a i l  the loan por t fo l io  i n  t a rns  of the purpose of the  
loans,  the mount of the  loanr,  t h a i t  aauagameat, ant ic ipated impact, and 
the  method t o  be ured t o  e r r r ea  impact. 

- Rsviaw the finding,  recommendatione, and option8 regarding PUSAbES 
evolution toward8 and the  need f o r  a pr ivate  drvalapment bank (Bets 
Evaluation pee x i i i ,  49 and 50) end e i t he r  rubstant ia te  the  narra t ive  or 
de le te  reference t o  the  development bank i n  the report .  Formulate 
recommendatione fo r  the  future  implementatioa of the FUSADES c red i t  
programs (as  an a l t e rna t ive  t o  the  development bank concept). 

E. Other - 
- Prepare an Executive Summary which includes recommendations on the  basis  

of the supplemental analysis.  

- Provide a list of acronyms used i n  t ex t .  

* - Provide a current  organizational char t .  

- Provide a few paragraphs on background of FUSADES t o  provide a context 
fo r  the  evaluation. 

DEVELOPMENT AS6OCUTXSr IXC. - 
A-3 



I n  Novombrr 1 9 8 3 ,  YUSADES a i g n e d  t h r  f l r a t  r g r r s a ~ r n t  w i t h  USAID 
( $ 1 8 5 , 0 0 0 ) *  I t s  p u r p o a r  war t o  a u g p o r z  p l a n n i n ~  m t i v i t i r a  r r l a t r d  
t o  t h e  C a r i b b r o n  B a r l n  I n i t i a z i v r .  

1 9 8 4  - 
FUSADES h e l d  two i n t r r n a l  m e n i n a r e  ( J a n u a r y  a n d  S r p t r m b r r ) :  f i r e t ,  
t o  d r t e r m i n e  i f  FUSADES war r r a d y  t o  g o  beyond j u s t  b r i n e  a " t h i n k  
t a n k "  o f f r r i n g  a d v i c r  a n d  b e g i n  t o  i m p l r m r n t  p r o j r c t r ;  a n d  r a c o n d ,  
t o  d e c i d e  on t h e  o r g a n i z a t i o n r l  a n d  r t a f f i n g  i m p l i c a t i o n s  o f  t h e  
d e c i s i o n  t o  i m p l r m e n t  d e v e l o p m e n t  p r o j r c t r .  

I n  S e p t e m b e r ,  USAID s i g n e d  r g r a n t  a g r r a m e n t  w i t h  FUSADES u n d e r  
P r o j e c t  N 0 ~ 5 1 9 - 0 2 8 7 ,  I n d u r t r i a l  S t a b i l l c a t i o n  a n d  R e c o v e r y ,  f o r  t h e  
p r o m o t i o n  o f  e x p o r t e  f r o m  a n d  i n v e s t m e n t  i n  E l  S a l v a d o r  t h r o u g h  t h e  
c r e a t i o n  o f  a  t r a d e  a n d  i n v e e t m e n t  p r o m o t i o n  a e r v i c e ,  t h e  
s t r e n g t h e n i n g  o f  b u s i n e e e  a a e o c i a t i o n e ,  a n d  t h e  c a r r y i n g  o u t  o f  a  
number  o f  e c o n o m i c  s t u d i e s .  

I n  O c t o b e r  1 9 8 4 ,  FUSADES presented t o  t h e  GOES a  d r a f t  l a w  f o r  t h e  
p r o m o t i o n  o f  e x p o r t e .  

I n  December ,  FUSADES r e - o r g a n i z e d  t o  i m p l e m e n t  t h e  a d d i t i o n a l  
a c t i v i t e e ,  e e t a b l i s h i n g  p r o g r a m  c o m m i t t e e s  o f  v o l u n t e e r  members f o r  
new and  p l a n n e d  p r o g r a m s ,  

The program o f  a g r i c u l t u r a E  d i v e r s i f i c a t i o n  (DIVAGRO) was i n i t i a t e d  
w i t h  t h e  s i g n a t u r e  o f  a n  a g r r e m e n t  w i t h  USAID a t  t h e  e n d  o f  J a n u a r y  
t o  p r o m o t e  n o n - t r a d i t i o n a l  a g r i c u l t u r a l  e x p o r t e .  A  c o n t r a c t  wae 
s i g n e d  w i t h  F u n d a c i d n  C h i l e  t o  u n d e r t a k e  f i v e  s t u d i e s  t o  h e l p  
i d e n t i f y  p o s s i b i l i t i e s  f o r  a n d  p r o b l a m r  o f  d i v e r r i f y i n g  S a l v a d o r a n  
a g r i c u l t u r e .  The DIVACRO p r o g r a m  vas e x p a n d e d  i n  Augue t  w h h  a n  
a g r e e m e n t  w i t h  USAID u n d e r  t h e  Water Uanaaement  p r o j e c t  (RIEGO) t o  
a s s i s t  i n  t h e  i a t r o d u c t i o n  of p r e c i s i o n  I r r i g a t i o n  n e e d e d  t o  p r o d u c e  
c e r t a i n  n o n - t r a d i t i o n a l  c r o p s  f o r  e x p o r t .  

\ 

The o r g a n i z a t i o n  a n d  r t r u c t u r i 5 g  o f  t h e  I n v e s t m e n t  P r o m o t i o n  a n d  
E x p o r t  D i v e r e i f i c a t i o n  p r o g r a m  (PRIDEX) wae c o s p l e t a d  w i t h  t h e  
e i g n i n g  o f  a c o n t r a c t  i n  J u l y  a n d  t h e  r e c r u i t i n g  o f  p e r e o n n e l  f o r  
s e r v i c e  i n  E l  S a l v a d o r  a n d  i n  a N e w  York o f f i c e .  



Aa r g r r r m r n t  wra r i g a r d  w i t h  U S A I D  i n  J u l y  t o  r x p r n d  t h r  
r t r a n g t h r a i n g  of p r i v r t r  r o a t o r  r a r o c i r t i o n r  ( P O R T A S )  and t o  f i n a n c e  
a d d i t i o n a l  r t u d i r r  by t h o  D u p r r t m r n t  of Economic and S o c i a l  S t u d i e r  
(PEES). 

DEE8 war r r p a n d e d  and r r - ~ r a a n i z r d ~  I t  c o m p l r t r d  r n d  p u b l i r h r d  t h e  
documrnt  "Thr N e c o r r i t y  f o r  a New Economic Modal f o e  E l  S a l v a d o r r  
O o n r r a l  L i n e r  of a  S t r a t r g y . "  Thr r t u d y  r v e n t u a l l y  r i f r c t a d  t h o  
p o l i c y  of  t h o  Oovrrnmra t  o f  E l  l r l v a d o r  (GOES) and  a110 p r o v i d e d  a 
f r rmawork  f o r  t h e  work of  FU8ADES. DEE9 r l r o  i n i t i r t r d  t h e  
p u b l i c a t i o n  of an Economic and  g o c i r l  B u l l e t i n .  

The Sma l l  and M i c r o - E n t r r p r i r e  Promot ion  Program (PROPEMI) woe 
o r g a n i z e d  i n  1985  and i n i t i a l  o u p p o r t  from A I D  came t h r o u g h  a n  
a g r e e m r n t  r i g n a d  i n  Augur t .  

A nrw E t e c u t i v e  D i r e c t o r  and o t h a r  o r n i o r  r t a f f  ware h i r r d ;  t h e  
number o f  employaes  r o r a  t o  31 and  t h a r r  were  a n  a d d i t i o n a l  1 6  
c o n t r a c t  employees  o r  T e c h n i c a l  A e a i s t a n c r  P e r s o n n a l  work ing  i n  
FUSADES by p e a r ' s  and .  A D ~ p a r t m e n t  of P l a n n i n g  and  I n s t i t u t i o n a l  
Development wee e e t a b l i s h e d  and t h e  c o n t r o l l e r  u n i t  war r e - o r g a n i z e d  
and  expanded i n t o  t h e  Depar tment  of A d m i n i a t r a t i o n  and  P i n a n c s .  

T h i s  was p r i m a r i l y  a  p e a r  o f  c o n s o l i d a t i o n ,  o f  c o m p l e t i n g  c o n d i t i o n e  
p r e c e d e n t ,  of moving p r o j e c t s  i n t o  t h e  i m p l e m e n t a t i o n  s t a g e ,  of 
p r e p a r i n g  f o r  t h e  a b s o r p t i o n  of a n  a d d i t i o n a l  i n f l o w  of A I D  
o b l i g a t i o n s .  A new program (FIDEX) was c r e a t e d  t o  o r g a n i z e  and  
manage a n  i n v e e t m e n t  l o a n  program t o  cnmpiement t h e  PRXDEX program,  
Loao f u n d s  of $ 7  m i l l i o n  v e r a  p r o v i d e d  by A I D  i n  August  t h r o u g h  an  
amendment t o  t h e  I n d u e t r i a l  S t a b i l i z a t i o n  and  Recovery  p r o j e c t .  
O t h e r  p r o j e c t e  ~ e c e i v i n g  a d d i t i o n a l  f u n d i n g  i n c l u d e d  Water 
Management ( $ 6 . 7  m i l l i o n ) ,  A g r i c u l t u r a l  D i v e r s i f i c a t i o n  ( $ 2 . 8  
m i l l i o n ) ,  and A s s o c i a t i o n  S t r e n g t h e n i n g  ( $ 4 7 5 , 0 0 0 ) ;  
t o t a l  new o b l i g a t i o n e  were o v e r  $17 m i l l i o n .  

FUSADES d r a f t e d  an6 p r a r e n t e d  t o  t h e  GOES a  r e v i s e d  d r a f t  l aw  f o r  
t h e  Promot ion  o f  E x p o r t s  which was approved  and  e n a c t e d .  I t  a l a o  
d r a f t e d  and  p r e s e n t a d  a  d r a f t  l aw  f o r  t h e  P romot ion  and G u a r a n t y  of 
F o r e i g n  I n v e s t m e n t .  

> 

F o l l o w i n g  t h e  r e v e r e  u r t h q u o k e  o f  O c t o b e r  1 0 ,  1 9 8 6 ,  PUSADES h e l p e d  
i n  t h e  r e c o n s t r u c t i o n  by h a n d l i n g  t h e  a c c o u n t i n g  o f  f u n d r  r e c e i v e d  
from p r i v a t e  s o u r c e s  a b r o a d .  $ t  a l a o  p roposed  a a t r a t e g y  f o r  
r e a c t i v a t i o n  and  r e c o n s t r u c t A o n  - o f  t h e  S s l v a d o r a n  economy i n  t h e  
wake o f  t h e  e a r t h q u a k e .  

A s  p a r t  o f  i t s  c o n c e r o  f o r  t h e  a o c i a l  deve lopmen t  o f  t h e  o o u n t r y ,  
PUSADES p a r t i c i p a t e d  i n  t h e  c r e a t i o n  o f  t h r e e  new n o n p r o f i t  
o r g a n i z a t i o n s  by t h e  p r i v a t e  r e c t o r  t o  work i n  s o c i a l  a r e a s .  The  
F u n d a c i h  E m p r e e a r i a l  p a r a  e l  D e s a r r o l l o  Educative (FEPADE) w i l l  
work t o  r e - o r i e n t  t h e  e d u c a t i o n a l  s y s t e m  ( f o r m a l  and  v o c a t i o n a l )  s o  



t h a t  i e a  a d u c r t i o a  and t r a i n i n g  p r o a r r m r  w i l l  b r  morr  r p p r o p r i r t r  t o  
t h 6  aeadr  o f  t h r  g r l v a d o r r n  economy and  t h u r  more r p p r o p r i r t r  f o r  
t h e  l n d i v l d u r l r  who w d l 1 . b o  r r r k i n g  r m p l ~ y m e n t ~  

T h e  Fundac ion  H A B I T A T  w i l l  bo r a r k i n g  t o  f i n d  h o u r i n g  r o l u t i o n r  f o r  
l owar  income g r o u p r ,  Thr  Pundac ibn  Z n d u r t r i r l  d r  P r e v a n c i o n  d r  
R i d r g d r  O c ~ p a c i o n r l a r  (PIPRO) w i l l  be r r r k i n g  t o  r r i r r  t h e  r t a n d o r d r  
of o c c u y e t i o n r l  r r f a t y .  , 

The main r v r n t s  i n  1987 w e r r  r n e a r  d o u b l i n g  o v e r  1 9 8 6  o f  A I D  
o b i i g a r i o n o  g o i n g  t o  FUSADES ( 4 3 2 . 5  m i l l i o n  i n  1 9 8 7 1 ,  t h e  
r e - o r g u n l e a t i o n  of  FUSADES t o  c o p e  w i t h  t h e  expanded  program,  and 
t h e  r e c o g r i i t i o n  by PUSADES'e l r a d e r r h i p  of  i t 8  v u l n r r r b i L i t y  t o  
r a p i d  f l u c t u a t i o n s  i n  A I D - r u p p l i r d  r e r o u r c r r  a n d  t h o  n e c a r o i t y  t o  
b e g i n  t o  p l a n  f o r  t h e  e u r t a i n a b i l i t y  o f  FUSADES and  121 programe.  

The i n c r e a s e d  o b l i g a t i o n 8  i n  F Y ' 8 7  i n c l u d e d  add-on f u n d 8  t o  a11 
a c t i v i t i e s  and t h e  i n i t i a t i o n  of a new A g r i b u s i n e e e  p r o j e c t  t o  
r e p l a c e  and expand  on t h e  A g r i c u l t u r a l  D i v a r e i f i c a t i o n  Program.  

The FUSADES r e o r g a n i z a t i o n  i n v o l v e d  c o n e o l i d a t i n g  t h e  D I V A G R O  
( a g r i c u l t u r a l  d i v e r e i f i c a t i o n )  a n d  RIEGO ( p r e c i e i o n  i r r i g a t i o n )  
p rog rams .  I n  a d d i t i o n ,  t h e  FIDEX (Fond0 d e  I n v e r o i o n e e  d e  
E x p o r t a t i o n )  d e p a r t m e n t  wae e s t a b l i s h e d  t o  t a k e  o v e r  t h e  
i m p l e m e n t a t i o n  o f  b o t h  t h e  a g r i c u l t u r a l  and i n d u e t r i a l  l o a n  
p r o g r a o s .  The p romot ion  o f  t h e  i n v e e t m e n t  i n  and  t h e  m a r k e t i n g  of 
p o t e n t i a l  a g r i c u l t u r a l  e x p o r t  p r o d u c t 8  wae t u r n e d  o v e r  t o  PRIDEX 
(P roe rama  d e  Promotion d e  I n v e r s i o n e e  y  D i v e r e i f i c a c i o n  d e  
E x p o r c a c i o n e s ) ,  which was a l r e a d y  r e a p o n e i b l e  f o r  ouch  a c t i v i t i e s  
f o r u i n d u s t r i a l  p r o j e c t s .  

I n  t h e  1 9 8 7  Annual  R e p o r t ,  t h e  P r e s i d e n t  o f  FUSADES r t a t e d  t h a t  
FUSAPES needed  t o  f u r t h e r  c o n s o l i d a t e  l t e e l f  i n e t i t u t i o n a l l y  and  
f i t a c c i a l ? y .  The i n s t i t u t i o n  needed  i t 8  p r e s e n c e  i n  S a l v a d o r e a n  
s o c i e t y  f u r t h e r  l e g i t i m i z e d ,  and  i t  needed  t o  become e e l f - f i n a n c i n u .  

I m p l e m e n t a t i o n  o f  p rograms  a n d  t h e  i n i t i a t i o n  o f  a  s t r a t e g J c  
p l a n n i n g  e x e r c i e e  have  been  t h e  main  e v e n t e  o f  t h e  f i r s t  t h r e e  
q u a r t e r s  of  1988.  

One new a c t i v i t y  was added  w i t h  t h e  r i g n i n g  o f  a n  a g r e e m e n t  w i t h  A I D  
t o  s c p p o r t  t h e  deve lopmen t  o k - i n d u s t r i a l  f r e e  s o n e e .  T h i e  v i l l  
i a v o l v e  p r o m o t i o n  a c t i v i t l e o ,  c imi lar  t o  wha t  PRIDEX i r  a l r e a d y  
d o i n g ,  i n  e u p p o r t  o f  a m u l t i - m i l l i o n  d o l l a r  p r o j e c t  w i t h  t h e  GOES 
f o r  t h e  p b y s i c a l  e x p a n e i o n  of i n d u o t r i a l  f r e e  t o n e r .  

Add on o b l i g a t i o n s  were  made t o  t h e  new A g r i b u s i n e s s  Development  
p r o j e c t  and  P r o j e c t  No. 519-0336, A s s o c i a t i o n s  S t r e n g t h e n i n g  
A c t i v i t i e s .  



ANNEX C 

I. METEODOLOOY 

Tho mr thodo logy  u r r d  t o  d r t r r m i n a  t h e  r r l f - r u r t a l n r b i l i t y  o f  t U S A D E S  
war t o  p r o j e c t  o v e r  f i v e  y r a r r  t h r  d r p l o y m r n t  o f  r v r i l a b l r  
r r a o u r c r r .  I t  war a r rumrd  a l n o  t h a t  a i l  r v a i l a Q 1 a  AID fund8  would 
ba d i r b u r r r d  o v e r  t h r  p e r i o d  and  p r i n c i p a l  r r f l o w  would ba 
i m n r d i r t a l y  r e - i n v a r t s d .  V a r i o u r  c o n d i t i o n r  wore b88umrd t o  # r u a r  
t h o  a p p r o r i m a t a  f u a d r  n r e d r  o v e r  . tho  p r r i o d  r t u d i r d .  For r x r a p l r ,  
t h r e r  r c e n a r i o s  wrrr u r r d  i n c o r p o r a t i n g  t h a  i n f l a t i o n a r y  f a c t o r ,  
i n c r r a s e o  i n  v a r i r b l e  a n d  f i x e d  c o s t a ,  a a d  i n v r r t a r n t  o f  r r f l o w  of  
f u n d r .  T a b l r  C - 1  l i v a r  budge t ed  c o r t r  f o r  1 9 8 8 ,  t h e  b r r r  y r a r .  

PROJECTIONS 

T a b l e s  C-2, C-3  and C-4 p o r t r a y  t h e  methodology  u r e d  f o r  rach 
p r o j e c t ' e  c r e d i t  l i n e .  

B a s i c  a e e u m p t i o n s  on f i x e d  and v a r i a b l e  c o e t r  w i t h  i n f l a t i o n  r a t e r  
a r e  ehown f o r  t h e  t h r e e  r c e n a r l o s  i n  T a b l e  C-5.  

C r e d i t  d i ebu ree rnan t  r a t e s  f o r  two income p r o j e c t i o n 8  a r e  shown i n  
T a b l e e  C-6 and  C-10. S o u r c e e  of  income f rom l o a n  i n t e r e e t  on t h e  
f i v e  c r e d i t  l i n e s  and  income g e n e r a t e d  f rom n o a - c r e d i t  a c t i v i t i e e  
a r e  ehown i n  T a b l e s  C-7 and  C - 1 1 .  

% 

P r o f i t  and l o e s  s t a t e m e n t e  f o r  t h e  t h r e e  e c e n a r i o e  a r e  p o r t r a y e d  i n  
T a b l e s  C-8, C-9, and  C-12. 





TABLE 0-2 

METBODOiIOOY IOP PROJECTIONS - P r o j m a t  519-0287 

Lorna t o  a r r r m b l y  p l a n t r  and l i g h t  i n d u r t r y  w i l l  h ave  a n  
i n t r r a s t  r e t o  of LIBOR p l u r  2 p e r c r n t .  Fo r  t h i r  p t o j r c t i o a  en 
a n n u a l  i n t r r a s t  r a t e  o f  1 2 . 5  pr rcmnt  i r  u s a d ,  might -yoor  
a v e r r g o  trrm, w i t h  t h r r r - m o n t h  g r a c r  p e r i o d  f o r  i n t a r a r t  a n d  
mix-month g r a c e  p r t i o d  f o r  p r i n c i p a l ,  

D i e b u r s e m e n t r  a r e  b r r r d  on t h e  PRIDEX p r o J e c t i o n r  f o r  1 9 8 8 ,  
and  t h e r e a f t e r  i n  1999-1991 on t h a  BIDEX p r o 3 a c t i o n r .  The 
repaymant  of p r i n c i p a l  d u r i n g  t h i n  p e r i o d  w i l l  n o t  b e  
c o n e i d e r e d  u n t i l  t h e  $15  m i l l i o n  o r i g i n a l  d o n a t i o n  i r  
d i r b u r o e d .  

The payment o f  p r i n c i p a l  and i n t e r o r t ,  a f t a r  t h e  g r a c e  p e r i o d ,  
w i l l  be made q u a r t e r l y .  I n t e r e s t  a c c r u o d  and  n o t  r e c e i v e d  
d u r i n g  t h e  g r a c e  p e r i o d ,  r h a l l  be p a i d  i n  t h e  f o l l o w i n g  manner! 

- Approx ima te ly  80  p e r c e n t  o f  a l l  t h e  c r e d i t s  r h a l l  p a y  
i n t e r e s t  f o r  t h e  g r a c e  p e r i o d  o f  i n t r r e s t ,  st t h e  end 
o f  e a c h  p e r i o d .  

- Approx ima te ly  20 p e r c e n t  of a l l  c r r d i t r  w i l l  pay 
i n t e r e s t  f o r  t h e  g r a c e  p e r i o d ,  i n  f o u r  e q u a l  q u a r t e r l y  
payments  a t  t h e  end of  t h e  g r a c e  p e r i o d .  

The a d m i n i e t r a t i v e  c o a t s  o f  t h e  t r u s t  a r e  d i v i d e d  i n t o  t w o  
p a z t e :  

a )  A commiss ioa  of 0 .4  p e r c e n t  p a a m  on  t h e  l o a n  
p o r t f o l i o ,  w i t h  minimum mon th ly  o f  $2 ,000 ;  and 

b) $500 month ly  t o  t h e  l o c a l  a g e n t  o f  t h e  t r u s t .  The 
f i r s t  payment t o  C i t i T r u s t  i n c l u d e o  a l r o  a  f i r s t - t i m e  
t r u s t  cornmireion o f  $7 ,500 .  

L, 

Prom t h e  i n t e r e r t  a c c r u e d  a n d  r e c e i v e d ,  a  r u r e r v e  f o r  bad 
d e b t s  o f  2 p e r c e n t  on t h e  l o a n  p o r t f o l i o  o s % r t a n d i n g  a t  
yea r - end  w i l l  be  e s t r b l i r h e d .  

The income a v a i l a b l e  t o  @WADES from t h i r  r o u r c e  i r  t h e  
i n t e r e s t  payment8 o n  l o a n 8  minus  t r u s t  commir r iono  t o  l o c a l  
bank and  C i t i T r u r t ,  and  t h e  d e d u c t i o n  f o r  bad d e b t  r e e e r v e s .  
The n e t  income t h a t  i r  mhown y e a r l y  i n  t h e  l r r t  l i n e  of  t h e  
f l o w  of  fund8  i n  t h i r  r e c t i o n  w i l l  b e  a v a i l r b l e  t o  FUSADES 
e f t e r  Sep tember  30 ,  1988 .  



T A B L E  C-3 

HETBODOLOOY t O R  PBOJtCTIONS PROJECT 559-0303/0327 

DIVA000 (WATER M A N A Q t N E N T  AND AOKI-BUSINESg DEVELOPMENT) 

L o r n  t e r a o  w i l l  r r m a i n  c o o e t a n t  r t  1 5  p a r c r n t  i n t a r r r t  r r t r  
w i t h  on  r v o t r g a  trrm o f  r i g h t  y r r r r  f o r  b o t h  Modr? A a n d  Modal  
0 l o e n r  u n d e r  #0303 .  Two-yea r  a r r c e  p r r i o d  o n  i n t r r r r t  r n d  
p r t n c i p a l .  

L o r n  terms undar  t h d  new p r o j e c t  6 0 3 2 7  will r r m r i n  a o o r t o n t  a t  
1 3  p e r c e n t  i n t r r e r t  r a r e  w i t h  a t w o - y e a r  araca  p r r i o d  o n  
i n t o t e r t  a n d  p t i a c i p r l  a n d  r r a n g o  o f  f i v e  t o  2 0 - y e a r  t e r m .  

R e p a y m e n t  o f  i n t r r e r t  q u a r t e r l y  a n d  t h e  n e t  i n t a r r o t  w i l l  be 
a v a i l a b l e  t o  FUSADES q u a r t e r l y .  

Loan  l c r r  r e o e r v e r  a t  t w o  p e r c e n t .  



M E ' I R O D O L O O Y  FOR PROJECTIONS - PROPEMI - P r o g o a t  519-0304/0318 

( U R B A N  S M A L L  B U S I N E S 8  AND SMALL BUSINESS ASSISTANCE) 

1 , Loan l o a a  r a r r r v e r  w i l l  ba r r t r b l i o h a d  r r  f o l l o w r t  

- 5% n o n - t r c o v a r a b l a  l o a n r  - 2 %  - p o r e i b l r  l o a n  l o a r r r  

Froffi t h e  i n r e t r s t  c o l l r c t e d ,  a r r r o r v e  f o r  bad d e b t r  o f  2 
percent on t h e  l o a n  p o r t f o l i o  o u t r t a n d i n a  a t  y r a r - r n d  a n d  
a n o t h e r  5 p r r c e n r  f o r  l d r n t i f i a d  l o a n  l o r e a r  i r  a r t a b l i s h e d .  

2. T h e  net i n r e r e t a t  w i l l  be a v a i l a b l a  t o  PUSADES m o n t h l y ,  

3 ,  Paymerite o f  p r i n c i p a l  and  i n t e r r r t  a r e  made m o n t h l y  a n d  
i n t e r e s t  c a l c u l o t i o n o  w e r e  baaed on  p r i n c i p a l  b a i n g  r e i n v e r t e d  
a s  collected. 

4 .  Loan t e r m s  w i l l  r r m e i n  c o n e t a n t  a t  1 5  p e r c e n t  i n t e r e s t  w i t h  a  
t h r e e - y e a r  merimurn t e r m .  



TABLE C-5 

BWSADBS - tXPENSE8t 1988-1993  

BASIC ASSUMPTION9 

Aoeumpt ion  I l r  S c e n a r i o  I 

1. F i x e d  a n d  v a r i a b l e  c o a t s  t o  r r m a i n  t h e  mama. 

2 .  I n f l a t i o n  1 7  p e r c e n t  p a r  y e a r  i n c r a a e s .  

A s s u m p t i o n  4 2 1  S c e n a r i o  I1 

1. F i x a d  c o r t a  t o  i n c r e a s e  5 p e r c e n t  a n n u a l l y .  
1 5  p e r c e n t  e a c h  y e a r .  

I n f  l a t i o o  

2. V a r i a b l e  c o o t s  t o  i n c r e a s e  5 p e r c e n t  a n n u a l l y .  
(Aeaume t e c h n i c a l  a r e i r t a n c e  c o s t a  o f  D I V A G R O  a n d  
FORTAS w i l l  d e c l i n e . )  

A s s u m p t i o n  13: S c e n a r i o  111 

1' F i x e d  c o s t s  r e m a i n  t h e  eame i n  1 9 8 9 ,  d e c l i n e  by . 1 4  i n  
1 9 9 0  ( r e n t )  r e f l e c t i n g  new b u i l d i n g  a v a i l a b i l i t y ,  
d e c l i n e  by .lo i n  1 9 9 1  t o  r e f l e c t  a s s u m e d  r e d u c t i o n  I n  
FORTAS p r o g r a m ,  a n d  r e m a i n  t h e  same i n  1 9 9 2  a n d  1 9 9 3 1  

2 .  V a r i a b l e  c o a t s  r e m a i n  t h e  same.  
* 

3 ,  I n f l a t i o n  a t  1 5  p e r c e n t  e a c h  y e a r .  

DETELOP3IEST ASSOCIATES, LVC. - 
C-5 



TABLE C-6 

IUSADES INCOME PROJECTIONS 

PROJEGTZON A&/ 

B a r i c  Areumpt ion r  

P U S A D E S  r e c e i v e r  n e t  i n t e r e s t  income from 411 l o a n # .  

E q u i t y  p a r t i c i p a t i o n  - F U S A D E S  w i l l  h ave  ainimum 
p a r t i c i p a t i o n  of  $10  m i l l i o n  i n  c l i e n t  p r o j a c t r  by 1990.  
Rat. o f  r e t u r n  i r  aarumed t o  be 25 p e r c u n t .  

O t h e r  d o n o r r  w i l l  c o n t r i b u t e  a minimum of $200  t h o u r a n d  
p e r  y e a r  by 1990.  

Funding  - e a c h  A I D  l i n e  of c r e d i t  w i l l  be d i s b u r r e d  
a c c o r d i n g  t o  t h e  f o l l o w i n g  S c h e d u l e  11. 

A l l  l o a n  p r i n c i p a l  c o l l e c t e d  w i l l  be  a v a i l a b l e  f o r  
r e i n v e s t m e n t .  

C o n e u l t i n g  f e e s  o f  $100 t h o u s a n d  w i l l  be  g e n e r a t e d  by 
D I V A G R O  b e g i n n i n g  i n  1989  and  w i l l  i n c r a a s e  by 1 0  p e r c e n t  
a n n u a l l y .  

~ r e d i :  L i n e  

1287  

S c h e d u l e  11 

$15  m i l l i o n  d i s b u r s e d  by year -end  1 9 8 9 ,  
$15  m i l l i o n  d i s b u r r e d  i n  t h r e e  e q u a l  p a r t s  i n  
1990-1991-1992. 
T o t a l  o f  $30  m i l l i o n  d i s b u r r e d  by end of 1992 .  

$9 m i l l i o n  d i e b u r e e d  by year -end  1988 .  
T o t a l  o f  $10 m i l l i o n  d i r b u r r e d  by end  of 1989 .  

$9 m i l l i o n  d i e b u r r e d  by year -end  1989 .  * 
$10  m i l l i o n  d i r b u r m e d  i n  t h r e e  e q u a l  p a r t e  i n  
1990-1991-1992. 
T o t a l  o f  $20 m i l l i o n  d i r b u r r e d  by  end  of 1992 .  

7 

$1 m i l l i o n  d 1 r E u r r e d  by year -end  1988 .  
$ 2  m i l l i o n  d i r b u r r e d  i n  two e q u a l  p a r t e  i n  
1 9 8 9  a n d  1990 .  
T o t a l  of $4 m i l l i o n  d i e b u r r e d  by e n d  o f  1990 .  

Used i n  S c e n a r i o e  I and  11. 



TABLE C-7 

SOURCES OI INCOXtl 1988-1993 

PROJECTION A 

(Xilliona of dollrra) 

Loan Interest 
4287 ( $ 1 5 ~ )  1988 

( $ 1 5 ~ )  1990-1992 . 46 1 .85  2.49 3.11 3 . 7 4  3.80 

Subtotal a 8.9. 2-. . 5 .83  7.02 8 . 1 5  8.27 ,? y , , , :  

- 
Non-Credit Activities 

C o n s u l t i n g  Fees - . l o  .11 -12 - 1 3  .14 

P u b l i c a t i o n s  - 0 4  05 . 05 - 0 6  .07 08 

T r a i n i n g  .02 .02 .03  .03  .04 .05 

Fees . l o  - 1 2  - 1 4  016 ml8 . 20 

O t h e r  Donor Funde - - . 20 . 22  .24 25 

E q u i t y  Returns .I - - 2.50 2.50 2.50 

1 5  X I n t e r e s t  on f - -- 
Cumula t ive  S u r p l u e  .16 - 7 4  1.80 3.05 4.28 

GRAND TOTAL 7.64 11.64 16.06 18.87 20.58 16.27 



TABLE C-8 

SCOCNA810 1 

PROFIT AND LO88 STATEMENT 

(Mtllionr of dollrrr) 

E x p e n a e e  A a e u m p t i o n  81 

C o a t s  - 
Fixed 

Variable 

YEAR 

1908 - - 1990 1989 - 1992 1991 1993 - 
2.18 2 5 5  2.98 3.49 4.09 4.79 

Total Expenres 

R E C A P  

Income Projection A 

% 
Income 

AID Non-Credit Aeet. 

Prom Credit Funds 

Non-Credit Activities .16 . 4 5  1.27 4.89 6.21 7 . 5 0  

Total Income 7.64 11.64 16.06 18.87 20.58 16.27 
L. 

(I, 

Expenaea (Lase) 6.60 7.72 9.03 10.57 12.37 14.48 

f . 
Surplue (Deficit) 1.04 3: 9 2 7.03 8.30 8.21 1.79 

Cumulative 
Surplus (from 
1988) 1.04 4 , 9 6  11.99 20.29 28.50 30.29 



TABLE C-9 

SCENARIO I1 

P R O B I T  AND LOSS STATEMRNT 

( d i l l i o n #  o f  d o l l r r r )  

Y E A R  

1988 - 2989 1990 - - 1991 - 1992 - 19'93 

2-18 2.62 3-14 3-77 4.52 5 , 4 2  

V a r i a b l e  4.42 5-30 6-36 7 64 9.17 1lo0O 

Total Expeneee 6.60 7.92 9.90 11-41 13.69 16,42 

* lncome Projection A 

Income 1988 - 1989 - 1990 - 1991 - 1.992 -- 1993 - 
u 

AID Non-Credit Asst. 6.60 7-99 8.96 6-96 6- 22 .50 

From Credit Funds 88 3.20 5.83 7.02 8,15 8.27 

Non-Credit Activitiee .16 . 45 1-24 4.78 6,,06 7.03 
- 

Total Income 7.64 11.64 16.03 18-76 20,43 15.80 

Expenses (Less) 6.60 7.92 9.50 11.41 13.69 ' 16.42 

Surplus (Deficit) 1.04 3,72 6.53 7.35 6.74 (-62) 
7 

Cumulative 
Surplue (from 
1988) 1.04 4.76 11.29 18.64 25.38 2 4 . 7 6  

- -pp pp -- 

* Modified slightly for change in interest on cumulative surplus. 
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T A B L t  C-10 

FUIADES INCOME BROJtCTIONg 

BROJECTION B 

1. FUSADES ~ r c a i v r r  n r d  i n t o r o a t  i n c o a a  f rom a l l  l o r n u .  

2 .  E q u i t y  p r r t i c i p a t i o n  - FUSADES w i l l  h a w  r m l ~ i m u m  r q u l t y  
p a r t i c i p a t i o n  of $5  a i f l i o n  i t t  c l i e n t ,  aoup rny  p t o j r a t r  by 
1990 .  P e t e  o f  r r t u r n  i r  r r r u m r d  t o  bo 20 p a r c o a t *  
R e p u r c h a s e  a g r o e m r n t  t o  i n c l u d a  a  f i v e - y r a r  buy back  
c l a u s e .  

3 ,  O t h e r  d o n o r e  w i l l  c o n t r i b u t r  a  minimum of  $100 t h a u e a n d  
per  y e a r  by  1 9 9 0 ,  

4 ,  Funding  - t a c h  A I D  l i n e  o f  c r r d i r  w i l l  ba d i r b u r m e d  
a c c o r d i n g  t o  t h e  f o l l o w i n g  r c h e d u l r  42.  

5. A l b  l o a n  p r i n c i p a l  c o l l e c t e d  ill be a v a i l a b l e  f o r  
r e - i n v a e t m e a t .  l' 

6 .  C o n s u l t i n g  fees o f  $50 t h o u r a n d  w i l l  be g e n e r a t e d  by 
D I V A G R O  b e g i n a i n g  i n  1 9 9 0  a n d  w i l l  i n c r e a s e  b y  1 0  p e r c e n t  
a n n u a l l y ,  

S c h e d u l e  02  

C r e d i t  Line 

$ 1 5  m i l l i o n  d i s b u r s e d  e q u a l l y  1988-1989-1990. 
$15 m i l l i o n  d i a b u r a e d  e q u a l l y  1991-1992. 
T o t a l  of  $30 m i l l i o n  d i r b u r r e d  by end  o f  1992 .  

$ 9  m i l l i o n  d i o b u r r e d  e q u a l l y  1988-1989-1990. 
T o t a l  o f  $10  m i l l i o n  d i c b u r r s d  by end  of 1992 .  L. 

$ 9  a i l l i o n  d i r b u r r e d  by yoar -and  1990 .  
$ 1 0  m i l l i o n  d i e b u r r o d  e q u a l l y  1991-1992. 
T o t a l  o f  $20  m i l l i o n  d i r b u r r c d  by e n d  of f 9 9 2 .  

1 - 

$1 m i l l i o n  diaib;;+red e q u a l l y  1988-1989. 
$ 2  m i l l i o n  d i r b u r r e d  s q u a l l y  1990-1991. 
T o t a l  o f  $4  m i l l i o n  d i r b u r r ~ d  by end of 1991 .  



- 2990 A491 1988 1989  1 9 3 3  7 

AID F u n d r  6.60 7.99 8 . 9 6  6 93 6 . 2 2  a 50 

Loan Lntoraet 
1287 ( $ 1 5 ~ )  1988 

( $ 1 5 ~ )  1990-1992 .31 1.23 1.86 2.79 3.73 3 . 80 

I Subtotal .36 2.12 5.05 6.70 8.14 8.27 

 on- adit it Activitiao 

Consulting Feee 

Publicatloas 

Training 

Fees 

Other Donor Fundr 

Equity Returns 

15 X Interest on 
Cumulative Surplur 

I Subtotal 16 30, . 90 2.89 3.91 4.96 

I GRAND TOTAL 7.32 10.41 14.91 16.54 18.27 13.73 



C s e t r  - 1988 - '  2989 - 1990 1991 1992 1993 

Fixad 2.18 2.51 2.73 3.32 3.82 4a39 

Voriabla 4.42 5.08 5 O.84 6.72 7.73 8.89 

Total Corto 6 . 60 7.59 8.57 10.04 11.95 13.28 

RECAP 

Income Projection 0 

Income 1988 1991 1992 - 1989 - 1990 - - 1993 - 
AID Non-Credit Aeet. 6.60 7.99 8.96 6.95 6.22 .SO 

Prom Credit Fundr .56 2.12 5.05 6.70 8 14 8.27 

Non-Credit Activitias .I6 .30 90 2.89 3.91 4.96 

Total Income 7.32 10.41 14.91 16.54 18.27 13.73 

Surplue or 
(Deficit) 

I Cumulative Surplur 
(from 1988) 072 3.54 9.88 16.38 23.10 23.55 
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Appl l cmt  
I I I 

19. Iruwex. S.A. De C.V. Equipment 
Meloam B 359.097 -60 6t9-June-88 I - . 

20. Bon Appetite, S.A. I Plmt 
V m r b a o  Produce t .209.650.00 I 27-Jam-88 I 

21- Ileloaera Del Paclflco, S.A.  De C.V. Plant I Cantaloupe 3% ,919 -40 I 27-July-e6 



t r n d  Under 
Oul t i v r t  i o n  - 

A a t u r l  A a t u r l  - 
2s: 

5,600 

& F ( :  

4 , 0 0 0  

bS0  

0 

480 

3 .  Cardoar. J o t r  6 ,  I I l* 
r .  t r p o r t r d o r r  & r l v r d o r a o r ,  S . A .  I 
6 Hrnr Lrgoa,  A l f r a d o  Antonio 1 
7 Morrno Cerrn ,  Joar  Nrnual  

I 
I 

6 .  Socirdrd tr L a p a r r n r r ,  S . A .  I 
I 

A* Nor i n  product ion ( o f f  rcraon)  

2. Not i n  product lor  ( P l r o r  under eonatruct ion)  

3% Production r r p o r t a d  by  modr! "B" p l r n t r  (AtRIDSA') 


