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EXECUTIVE SUMMARY

On September 29, 1982, USAID/Ecuador provided an Operational
Program Grant (OPG) to the Fundacion Eugenio Espejo to undertake
an Integrated Community Development Project. The goal of the
project was "...to increase the incomes and quality of lives of
low income marginal groups in a large uriban barrio of Guayaquil
(Mapasingue) and in a depressed rural area of the Province of

Guayas (Santa Lucia».' The purpese of the project, in turn., was

descraibed as follows: --.to develop and implement the type of
new 1ntegrated development model called for by the National
Development plan that can be expanded to other areas."” This new
model has the following characteristics:

--active participation by community groups in the planning and
implementation of project activities:

~-leadership by a private Ecuadorean development agency (FEE) in
promoting community organization and participation so that public
sector agencies can better deliver their resources and services
in the target areas;

--Joint participation by public and private sector [LEcuadorean
agencies in implementing 1integrated field leveil development
activities;

~-~development of new lower cast urban and rural community
development technologies and appraoches that can be replicated in

other areas of the country.

To achieve these objectives, AID  provided $365,050 in

Operational Program Grant (0OPG) funds. The Fundacion Eugenio



Espejo contributed £163, 350, and local agencies pledged
approximately £240,000 in cash and in-kind contributions during

the three year life of project.

The project staff (largely apecialized in “"promotion' and
community development work) organized a project on the basis of
the following program areas: Community Development (PRODECOMUN--
Programa de Desarrolle Comunal); Training (CRESIU--Centro de
Recursos Emprsariales del Sistema Informal Urbana); and Credit
(PROCREDEM- -Frograma de Credito vy Desarrollo Integral de 1la
Microempresa Infourmal Urbana). The Special Education Progranm
with Handicapped <Children in Mapasingue--CEDUES <(Centroc de
Educacicon Especial para la Infancia) was not developed until the

latter stageas of the project.

The foundation’s rural-urban integrated community
development strategy «an be described as nenideological and
pragmataic, based o©n direct contact and involvement with the
target population, and hence on intensive field work and a
thorough knowledge of the community. Guided by this approach,
the staff initiated activities in Mapasingue (a suburban area on
the outskirts of Guayaquil) and Santa iLucia (the rural project
site not far from Guayagquil).

In both instances, the staff had to modify 1ts approach to

1

the target population: 1n Mapasingue, .t was discovered that the
Cooperatives «ad precooperatives had no eccnomic function, having

been organized by local inhabitants laraely to legalize their

claims to the land which they had taken over as “invasores.'
Consequently, most of the 1nitial success in community



organization and ‘'promotion™ in Mapasingre was with local
neighborhood groups (i.e. comisicones) and parents’ associations.
Through these organizations the project was successful in
mobilizing 1local inhabitants to make effective demands on public
authorities for community improvements and social servicesg- -

education, sanitation and health, drinking water, electricity,

health planning, etc.

The foundation followed a similar approach in the rural
sector although with limited success. Its limited
accomplishments were due to a series of implementation problems,
including the isolation of the local community, natural
disasters, and lack of cooperaticon by the principal government
agency involved in rural programs in the area. Conseguently, a
decision was made to change the prOJéct site from Santa Lucia to
Daule, a nore accesslible area with several production

cooperatives and a sizeable campesino population.

In addition to direct community organization, a major
component. of the FEE’s strategy of leveraging greater resources
for nmuarginal communities consisted in negotiating and signing
agreements ("convenios") with public (and to a lesser extent)
private sector entities,. Despite bureaucratic proklems, the FEE
was successful in signing numerous agreements on the basis of

which congiderable resources were obtained for the urban and

rural communities where the project was worwking.

Training activities were organized under CRESIU (Centro de

Recursos Empresariales del Sistema Informal Urbane>, one aof the
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four program areas developed under the OPG. The project
developed a series of leadership conferences and specialized
training activities. Although this was a significant training
effort, these activities were of a very diverse nature and thus
appear to have had limited relevance to the specific objectives
of *he project and limited impact in developing local comunity

leadership or specialized skills.

A total of $6%,000 was allocated for technical assistance to
strencthen the institutional capabilities of the implementing
agency to develop and implement a replicable integrated comunity
development model. Most of these funds were uced largely to
cover operating expenses. The two exceptions i1nvolved the use of
small amcunts of technical assistance funds to develop a credit
operations manual and to conduct a socliceconomic study of
potential credit beneficiaries 1in Mapasingue. The lack of
technical assistance has limited the efficiency of project
operations and undermined its efficacy in achieving project

objectives.

The credit program--FROCREDEM (Programa de Credito y
Desarrollo Integral de 1a Microempresa Informal Urbana) was
initiated i1n the latter stages of the project., As a result, the
credit program has been 1n operation anly 16 months. 1In defining
ite action strategy, the toundation carefully considered several
alternatives with regard to the type of credit program to be
developed and the beneficiary groups to be addressed. These wvere

as follows: 1) to create eight (8) small enterprises generating



employement for 20 persons each:; 2) to create ‘“self-managed"
enterprises in various productive lines; 3 to provide
individual credits for the creation of small businesses; and 4)
to provide individual credit to the existing entrepreneurs
(microempresarios) in the area, that is, semall producers and

merchants.

The foundation adopted strategy # 4 above, that is, to
provide small loans (including training in the use of credit) to

existing small businesses 1n the informal sector. The foundation

tergets small producers that have a higher multiplier effect in
terms of employment generation in contrast te the economic
activities of merchants that do not appear to generate as much
employment., In thie sense, the credit progran supports the long
term goal of the preoject which 1s "...to 1ncrease the i1ncomes and
quality of lives of low income marginal qroupsg in a large urban

barrio of Guayaquil ... and in a depressed rural area ....

To date, its loan portfolio reveais the following selected
features: Loan amounts have shown a trend toward increasing
amounts and longer terms; there i1s also a high rate of recavery
(96.5%); increasing rates of interest charged (from 1.5% to 2.5%
per month at present time) and service charges (from 3% to 4% per

loan processed) an increase 1n the number of heneficiaries from

78 to 257 and cooperatives benefited from 16 to 03, The loan
portfolic 15 aliocated approuimately as follows!: 0% for small

producers and Z20% for merchant:s.



The foundation also works with solidarity groups of from 3
to S5 persons, principally merchants. This is a new feature of
the credit program which complements the credit program with

individual entrepreneurs.

The Special Education Program with Handicapped Children 1in
Mapasingue is the most recent addition to the social component of
the project. Under this program the University of Guayaquil’s
School of Psychology assigns fourth y2ar students to the CEDUES
program as part of their reqgular academic progranm. At present
there are 16 teachers assigned on a daily basis to this program
which has an enrollment of approxMimately 96 children between the

ages of 7 and l4; an additicnal 140 are on a waiting liist,

On the whole, the evaluation team feels that the foundation
has demonstrated that it can fulfill its role as a catalyst and
coordinating agent for social services and economic resources in
marginal rural and urban sectors in Ecuador. Its presence also

has improved local morole and reaffirmed theo dignity of these

previously neqglected communities, Its shortcomings consist in
an inability to consclidate its accomplishments. Specafically,

the FEE has been largely unsuccessful 1n anstituticnalizing
processes, procedures and programs initiated under the present
OPG. In this sense, it has not yet fully developed a replicable
integrated community development model as called for in the

project paper.



Although the short duration of the project may partly

explain why the process of institutionalization has not yvyelt been

completed, managenent deficiencies also have prevented the
foundation from achieving its potential under the OPG. The
evaluation team identified the foliowing problems: 1 absence

of a comprehensive or master work plan; 2 lack of clarity over
the project’s principal objectives: 3 poor planning as
reflected in ‘“scattered," ad hoc programming; 49 lack of
balance or proportion in the project as reflected in its unduly
heavy emphasis on social components; ] lack of benchmarks
against which to monitor accomplishments (alsc lack of adherence
to reporting requirements i1n accordance with AID quidelines) ; G)

absence of annual evaluations, 7 poor budget planning and lack

of financial controls. It was also noted that the project has
been implemented mostly without the henefit of technical

assistance.

Despite these management deficiences, the evaluation tean
is of the opinion that the FEE’s Integrated Community Development
project 1s a worthwhile endeavor that nas achieved considerable
success. The management problems can be corrected: 1ts staff is
e¥perienced, energetic and dedicated; and the prorect has the
potential to achieve the purpose an described 1n the project
paner. Any additional mission support ahoulid be provided in
combination with technical assistance in the areas outlined in

this evaluation to improve the praject’s efticrency and efficacy.
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Evaluation of the Fundacion E

(An Operational Program Grant (No. 518-0021-G-00-2409-00) provided
by the Agency for Internaticnal Development)

I. Introduction

The Contractor was hired by USAID/Ecuador (under Contract
No. 518-5-Z210-L) to conduct a midterm evaluation of the Fundacion

Eugenic Espejoe’s Integrated Community Development Project, an

Operational Program Gran: (OPG) activity. To this end, the
Contractor reviewved avallablwe background information in

AID/Wasnhington and in USAID/Ecuador before proceeding to  the
foundation’s headquarters in Guayaqguil to commence field work.
(Hereafter the Fundacion Eugenic Espeja shall be referred to as

"the FEE" or "“the founrndation®).

In Guayaquil, the Contractor made the necessary arrangerents
to secure the services of an Ecuadorean sociologlist (Dr. Paul

Velasco) who ably aassisted in i he preparation ot the evaluation.

iI. Evaluation Methodology

The present evaluation addresses various aspects of the
FEE’s performance in accordance with the terms =f the Scope of

Work of the present contract. (The Scope or Work is attached ac

]

Annex 1), It 1s hased on a comprehensive review and analysis of
documents in AID/Washinaton, USATD/Ecuador and the toundarion’s

headquarters in Guayagquil. Additional information was gathered



on the basis of interviews with project staff in Guayaquil and
with field personnel working in Mapasingue (an urban area) and

Daule (a rural area).

IIT. Project Background

Before discussing the specific tindings of the present
evaluation, it is useful to begin with brief comments concerning
the background against which AID provided funding for this

Operational Program Grant (0OPG) activity in 1982.

In general, opportunities for small producers 1in Latin
America to imprcove their social and economic status have been
traditicnally constrained by: @) overcentralization of public
services and ¢ corresponding lack of local organicational
competence, b3 [Foorly or underdeveloped infrastructure in beoth
rural and urban areas, and c) the absence of institutional
mechanismns to aid and motivate low income grouns i1n thelr own
socioceconomic development by providing them access to credit and

related services necessary to i1ncreaso productivity and income,

In view of FEE’s experience in working with low income
marginal groups, AID agreed to support the foundation’s work by
providing a three year £36%,050 Operational Progrem Grant (OPG)
in 1982 to further the foundation’s work in rural and urban areas

in Ecuador.

According to the Letter-Grant Agreenent signed hetween AID
and the FEE signed on September 2%, 1982, the goal of the project

was ""to increase the incomes and quality of lives of low income
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marginal groups in a large urban barrio of Guayaquil (Mapasingue)
and in a depressed rural area of the Province of Guayas <(Santa

Luciad."

The purpose of the project, in turn, was "to develop and
implement the type of new integrated development modei called for

by the National Development Plan that can be expanded to other

areas."” Thie new medel has the tollowing characteristics:

--active participation by community groups in the planning and

implementation of project activities;

-~leadership by a private Ecuadorean development agency (FEE) in
promoting community organization and participation so that publac
sector agencies can better deliver their rescurces and services

in the target areas;

--Joint participation by public and private secrtor Ecuadorean
agencies in implementing integrated field level development

activities;

--development ot new lower cost wurban and rural community
development technologies and approaches that can he replicated in

other areas of the country.

To achieve these objectives under the different components
of the project (=zwcial, economic, productive, and credit), the
following inputs were provided under the Operationai Frogram

Grant (QOPG).



A.

INPUTS

AID’s contribution. AID provided a three year grant of

$365,050 allocated to the following budget categories:

s1

Personnel

Commodities and Equipment (typewriters,
office furniture, air conditioners,
three vehicles, etc.)

Other Administrative Costs (office
supplies, rent, gasoline, local
transpor:)

Small Enterprises

Training

Other Inputs

TOTAL

Counterpart zfunds provided by FEE. The

63,350 for the following budget categories:

Personnec:

Commoacdities and Equiprent
Other Administrative Costs
Small Ernterprisca

Training

Other Inputs

TOTAL

33,700

33, 350
20,000

15,000

FEE contributed

£113, 300
-0-

35,050
-0~

15,000



Other inputs to the project. lLocal agencies pledged

approximately 240,000 in cash and in-kind contributions to the

project.

Year 1 Year 2 Year 3
Value of cash and
in-kind contributions
pledged by the Ministries
of Health, Agriculture and
Livestock, Social Welfare,
Education and othera 80,000 £80,000 $80,000

TOTAL 580,000 $80, 000 $80,000

IV. Achievement of Project Objectives

Upon authorization of the project, the foundation made plans
to initiate 1mplementation activities in Mapasingue (a suburban
area on the outsikirts of Guayaquil) and in Santa lLucia (a rural
areaj. The +foundation had considered other areas (e.g., el

Guasno) as potential project =sites, but Mapasingue, with a

smaller population of approximatately 50,200 inhabitants, was
considered more ‘'manageable.' Moreover, in contrast to “el
Guasmo," which was receiving considerable attention at the time

from the national government and international donors, Mapasingue
had been largely ignored. Santa Lucia, the area selected as the
rural site, was well known to foundation staff and was considered

to have development potential.

Perhape in anticipation of the emphasis on social
development in the initial implementation phase, the staff hired

for the project specialized primarily in "promotion” and

Ly



community development work and included a project director (with

a specialization in sociology); three coordinadores sociales

(with social work backgrounds and field experiencea), The deputy

project director, an economist, was not hired until March 1984,

The project was organized according to the following program
areas: Community Develocpment--PRODECOMUN (Programa de Desarrollo
Comunal); Training--CRESIU (Centro de Recursos Empresariales del
Sistema Informal Urbano’); and Credit--PROCREDEM (Programa de
Credito y ULusarrolle Integral de ia Micreoempresa Informal
Urbana). The Special Fducation Fragram with Handicapped Children
in Mapasingue--CEDUES <(Centro de Educacion Egspecial para la
Infancia)--was not developed until the later phases of the

project.

The first program area to be developed and implemented was

PRODECOMUN, the social development component of the project.

a., Initial Activities 1in an Urban Setting tMapasingue)

The foundation’s integrated approach to community
development in rural and wurban areas can be described as
nonideological and pragmatic ("empfrico,” ac described by one
of the staff members). Its methodology is bhased an direct
contact and ‘nvalvement with the target population, and hence on
intensive field work and a thorough knowledge of the community
and its needs. As we shall see, this pragmatic approach has

allowed great flexihility in making necessary adjustments at key



junctures in the implementation process.

In the initial phases of implementation, the PRODECOMUN
project staff conducted a sociocecononmic study of the urbar target
area of Mapasingue Lo gain better understanding of the strengths
and problems faced by the community. They also initiated
organizational work with local community organizations. Not
surprisingly, the field study revesled a broad range of problenmns
and community concerns, but also i1dentified promising areas for
future collaboration hetween the foundation and the community.
The project staff becanme especially interested in the +the
existence of numerous small husinesses, Particularly in the lower
elevations of Mapasingue, as a potentially key element in the
economic (i.e. credit) program to be developed in a subsequent

1
phase of the project.

In contrast, the existing local community organizations

appeared less promising. Although project staff identified
numerous so-called cooperatives and precooperatives in
Mapasinqgue, they were of a special kind: despite the economic

connotations of their names, they had no economic tunctions, or
very limited ones at hest. For the most part, the existing
cooperatives and precooperatives in Mapasingue had been organized
by invasores, or recent arrivais from the rural areas who had
s8imply taken over ("invaded') the area and 1liegally stalkked out
individual plots of land. Thus, the principal raison d’etre of
these cooperatives and precooperatives was to iegalize claims to

the land on which they had built homes. These homes are largely

made of bamboo and rest somewhat precariously on the hillsides of

\



the cerro de Mapasingue.

Given the narrow orientation of the housing cooperatives and
pPrecooperatives in Mapasingue, project staff concluded that these
organizations would have limited utility as mechanisms for
organizing and nobilizing the community, at least in the initial
phases of the project. Therefore the staff decided to work with
different organizations, namely, with local parents associations
and neighborhood conmittees (comisiones’) that appeared to have
greater 1interest and potential in organizing to improve social
services in the community. Project staff then began mobilizing
these community groups, identifying local needs and organizing
delegations to petition government officials for the improvement
of social services 1n their respective neighborhoods. Working
with these comisicnes led to success in obtaining services in the
following areas: education, sanitation and health, drinking
water, electricity, establishing =« market place, health rlanning,
and of course the legalization of land i1n some instances. (Chart

1l pelow cutlines the services obtained through these and other

community development efforts).

b. Initial Acrivities in a Rural Setting (Santa Lucia)

In the rural sector in Santa Lucia & series of community
development activities were initiated in December 1982. From its
inception, however, the project encountered several major
difficulties: first, a hareh winter which made access to the

Project site almost impossible; second, the lack of cooperation

on the part of FODERUMA (Fondo de Desarrollo Rural Marginal), one



of the principal government agencies responsible for rural
programs in the area; and third, a weak response to the project

by the local campesinos.

Although the project was successful in organizing a local
group ("El Comite Zonal Campesino') of potential beneficiaries,
the cooperation of FODERUMA was essential to the success aof the
project. Since FODERUMA did not participate in the project
(largely as a result of 1nstitutional rivairies, according to
project staff), it was difficult to produce tangible results in

Santa Lucia.

In view of its limited accomplishments, the project staff
memberse concluded that the work in Santa Lucia was not worth the
effort, and decicded to shift theilr rural activities ta ancther
area, They chose the small rural settlements of Jigual and
Guarumal in the canton of Daule where there were 19 campesino
organizations (production cooperatives) with a total of 466

members working 1,83% hectares of land.

The foundation’s initial work in this area consisted of
promotional activaities with the local campesino organizations,
including training in cooperativism, cooperative accounting
syatems, introducing crop diveraifaication tecnniques, and
providing technical assistance to improve production technigques.
In the cpinion of the project managera, these activities were
organized with the idea of “integrating famiiy, school and

community'.

0



Overall, however, the foundation in the rural sector
encountered several predictable problens with entrenched
traditional 1leadership and an isoclated campesino population that
was unfamiliar with institutional mechanisms to communicate and
make efiective demands on governmental authorities. Local
leaders, for the most part i1lliterate, resisted working with the
foundation and attempted to use the resources of the foundation
for their own ends. The foundation’s community development
activities also revealed the very narrow perspective of the
campesino groups, characterized by an almost exclusive concern
with credit and leoans to grow only rice, the traditional single
crop of the area. According to project staff, the local
campesinos had not considered, much less explored, possibilities
of petitioning the local authorities to provide physical and/or
social infrastructure  services to complement and support their
praductive activities. Lastly, the project encountered a certain
amount  of institutional rivalry on the part of the existing
organizations already working with the production cooperatives 1in

the area.

In this context, the project directors, and 1n particular
the rural coordinator of the project, reformulated the original
plan of actaion. Instead of working with the local production

cooperatives, they decided to work with community organizations,

emphasizing education and ather social programs, This strategic
move  minamized  the anfluence of Jocail leaders whose power base
was 1n the .Local cooperatives, thus allowing the rfoundation to

achieve some concrere resuits in this area. (These are outlined

10



in Chart 1 below).

2. Seceond Phase: Re-establishing Ties with Neighborhood

The initial success with neighborhood committees and parents
associations in improving the social services in Mapasingue and
legitimizing the foundation’s presence encouraged the project
staff to rensw 1ts work with cooperatives and precooperatives.,
Thus, on December 16, 17 and 18 of 1983, the foundation organized
a large seminar {(epncuentro) with the various leaders of coopera-
tives and preccoperatives of Mapasingue. One of the outcomes of
this meesting was the creation of a "united front' of cooOperatives
ana precooperatives (Frente de Cooperativas y Precooperatives de

Mapasingue Este).

The toundation staff telt that the creation of this action
mechanism would speed up implementation of major activities
pPlanned under the project, 1incliuding credit, tyaining, and the
provision of social services. Unfortunately, due to the high
degree of politicization of the local leadership, exacerbated by
the electoral campaign in 1983 and the first six months of 1984,
this mechanism did not live up to expectations. In the ensuing

political fragmentation, the "united front" became an obstacle to

s
0

the implementation of the project. A decigion was then made
work directly with the cooperatives and precooperatives on  an
individual basis, and thug in a less politicized and independent

mannexr than through the "united front."

11



b> Community Organizationa--Daule: Jigual-Guarumal

On the basis of its community organization and promotional
work in the area, the foundation provided in QOctober 1984 the
first twelve (12 loans to local campesinces to  qQrow  tomatoes.
The effort to support crop diversification in an area aimost

exclusively devoted to the cultivation of a singie crop--rice--

was a positive 1nittrative. Eowever, the worin of the foundation
1n this arena has been somewhat discontinucus; the toundation has

initlated activitics bhut there has been 1nadequate follow-up to
produce cansistent resulte., To date, 1te accomplizhaents 1n the
rural zector are Tew. Moreover, despite the recent nrovision of

loans fYor agricultural activities (ag  menticned akbove), onie

cannot conciude that an agriculitural credit progruain 18 now  truly

operating, It 1s thereiore neceassary ta clearly define the
objectives of the rural component of the project. Toe the extent

that this  component of the praject remains 111 -defined Cass 1t

appears to bhe at precsent) the rura. pars of Lhe program risiks

bein an Irrelevant appendane, oAt bhest an 130iated ecifort
X ..

divorced from a truiy ntearated urban-rurai prograin,
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In additvion to direct commnunity  organization, mobilization
and promation, a major part af the FEE’s strateqgy of leveraging
greater rescources tor marginal Communltoers Tonsloted in
negotiating ana s14ning agreements with public sector entities.

In this area, the Fil has played an active ane innovative role

b
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and has been successful in signing
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resources and programse for the respective communities.
Ironically, many of the results achieved by the foundation were
attained largely as a result of perscnal ties and/or friendships
between foundation personnel and government officials, The
foundation’s joint efforts with public and private entities

produced considerable results, as shown in Chart 1 below.

CHART 1
RESOURCES PROVIDED TO LOCAL COMMUNITIES

(URBAN SECTOR)

Ministry of  Health @) Organized two
large vaco:ination
campaigns.

b) Organized neighborhood
clean-up campailgns.

c) Built health post
in the 24 de Octubre
(Prosperina) Cooperative.,

d) Orgenized a conference on
health and nutrition in
Mapasingue.

T e e s R e e i e e e e s e e e e e em b e e m e am e em am e e s Mt e e e o e o e e me o

Minigtry of Education a) Organized civie and cul-
tural activities with
the local public schoolsa
("escueclas tiscales') in
Mapasingue.
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b)

<)

d)

e)

£)

b>
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Donated 8 metal structures
for an educational learning
center.

Built 4 schools in Mapa-
singue.

Built a kindergarden.

Built clasarooms and pro-
vided additional prof-
fesors for two schools.

Provided land for the
construction of two
schools.

Built community centers
in Mapasingne and
Prosperina.

Assigned personnel to
work with a pre-school
center in the 12 de
Octubre Cooperative.

Installed water
connections in Mapa-
singue (El1 Cerro Coop-
erative).

Installed water
tanks in San Francisco
marxet.

Provided drinking water
system for schools located
at the higher elevationa
of Mapasingue.

T e s te S mt we me e M me e am me me e e e me e wm Em e e e



Electric Company a) Provided electricity
to several neighbhorhoods
in Mapasingue.

b> Installed individual
meters for areas of
Mapasingue.

¢) Provided street light-
ing in La Prosperina.

d> Provided electricity

and lighting for public
achools in Mapasingue.

..__._.....__-..._...-.....—-—___—_—_......_—.._—__..-_.._............._-_.._.._._.._._._.._..-....__

Provincial Government a) Constructed o local
police post in Hapa-
singue.

(Municipio) a) Took a census and
established a registry of
those eligible to re-
ceive title to land.

b) Inetalled sewage pipes in
Mapagingue.

c) Cleaned existing sewage

pipes.
University of Guayaguil a) Provided 16 psycholoay
students as an integral

component of a testing,
counselling and teaching
program with handicapped
children 1n Mapasingue.

-..——_---.-....._-—..------..-—_—---—_o.-..._..-_..._._._--‘..-_........._..__...._.4-_..-...._



RURAL SECTOR

Health Ministry a) Vaccination campaign
in Santa Lucia.

x
[
3
-
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t
n
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>

griculture a) 0Organized and conducted

training course on coope-
rativism in the El Rin-
con Cooperative 1n Santa
Lucia.

b) Provided aservices of a
doctor on a weekly
basis to Jigual and
Guarumal.

¢) Organized and conducted
training course an
cocperativism 1n the
El Rincon Cooperative
in Santa l.ucia,

Ministry of Education a) Provided two schools in
Santa Lucia and :ncreased
the number of professors.

b) Eatablinshed four sechools
in the Guarumal area.

¢) Organized a gardening pro-
gram ("Huertos Fsco-

\

lares'") 1n the achooles.

Central Bank a) Oraanized a <ontference
in collaboration with
local cooperatives on the
Daule-Chonona culture.

17



As demcnstrated in Chart 1 above, the foundation has played
an active role as a catalyst and coordinating agent, and has been
successful in leveraging considerable rescurces on behalf of
marginal and rural communities previcusly neglected by government
authorities. 1t hae also has been able to promote within the

framework of these activities broad community participation and

organization. Respondents also i1ndicated that these efforts had
contributed to the "improved nmorale'” of lLocal inhabitants. Gur
principai concern 1s  that despite che signing o Tormal
agreements ("convenios') between the respective ministries and

the zoundation for the pravision of zervices ourlined abwve in
Chart s, muct of  thie effort wac hbased on personal ties and
friendships betwesn 1ocundation representat1vas and punlic  sector
personnel . There has been no process wherchy programs initiated
by the foundation become an intedqratl parc  of  the planninag,

programming anc budget of the respective ministries invoived. To

date, "instituticnalization® has been nore the eeycepnt ion than the

rule, Activities initiated by the foundation have neen
institutronalized 1n only two major instancas: the large scale

vaccination campa.gns organized with the Minietry of Health and

the preschool program  developed rointly with the Minisury of

0

ocial Woliare. Both of these activitiece have hean incorporated

ae part of the regular program of these two miniastries.

The moye  typical situatlion  is represented oy SNALME
(Servicio Nacional der Almnacenes de Libroo del Miniasterio de

Educacion). This public secltur entity signed a formal agreement

18



with the foundation to provide books and school supplies to the
local communities. However, this initiative appears to have been
a one-time proposgition: though materials were provided in 1984,
SNALME apparently will not continue the program in 1985. This
situation appears to be typical and reconfirms our conclusion
that the ingtitutionalization of procedures and programs is

needed.

VI. A Note on the Training Program (CRESIU)

As already 1indicated, training initiatives have been
organized under CRESIU (Zentro de Recursos Empresariales del
Sistema Informal Urkano, one of the four praogram areas
developed. Project stafi have undertaken a very wide array of

training activities under the nresent PG, such as conferences on
12

organi. ation and human resources, including two leadership
seminars. The first seminar, held on April 10, 1983, was for
leaders of coaperatives, precooperatives, parents and

neighborhoud committees to ewplain the objectives of the project.,

- ~
/

The second senminar, held on Decenber 16, 17, and 18 of 198%, was
designed to identify and develop local leadership. As noted
earlier, one: of the ocutcomes of this seminar was the creation of

the “united front'" of cooperatives and precoaperatives of

Mapasingue.

In October and December of 1984, a long-term, intensive
training effort was undertaken in such specialized areas as
accounting, marketing, human relations, tairloring (gastreria),

rural and urban health, welding, commun.ty action, the use of

al



in furniture making), industrial security, family planning,
homemaking, waxworkks (hatiks), improving the rural hone,
principlizs of cooperativism, puppetry, fish breeding, management

of small neighborhood projects, folk music, and wood finishing.

These +training activities continued during tLhe months of

February to June of 1985,

This 1list of activities represents a significant training
undertaking. It was made rpossible principally by the
foundation’s successtul zfforts  in securing the services of

local experts who provided their services at little or no cost to

the project. Nevertheless, this training effort appegrs to have
absorbed an  inordinate amount of time of the technical and
adnministrative personnel of the project. While tlhese activities

may be effective for eliciting strong community response and
support for the project, and may even have helped to improve
morale and affirm the communities’ cultural values, they appear
to have had limited relevance in developing local leadership or
the specialized skills that support the objectives of the

project,

An internal cost-benefit analysis of thia component of the
project might he useful to determine costs and accomplishments to
date as well as to establish the relationship  of training
activaities to project objectives. It ie also suggoested that the
project staff cystematize the training progranm, specifically with

regard to the requirements of the project and particularly with



regard to the credit program. Special emphasis also should be
placed on establishing a nmore coherent set of training
priorities and guidelines for training seminars so that these are
triented toward the principal areas of productive activity served

by the credit progranm.

VII. A Note on Technical Assistance

A total of 265,000 was allocated for technical assistance
for the three-year life of the project. The purpose of this
technical assistance was to etrengthen the instituticnal capacity
of the FEE so that it could develop and implement an integrated
community development rmodel for marginal communities and

replicate the model in other areas of the country.

Unfortunateiy, it appears that the foundation used funds
allocated for technical assistance for other purposes (largely
for operating ewxpenses, as far as the evaluaticn team could
determine’ . There were two exceptions: small amounts were used
to hire a local consulting firm to develop a credit operations
manual, and funds alsc were used to conduct a sccioeconomic study

of potential credit beneficiaries in Mapasingue,

Although AITEC, & U.S.-based private voluntary organization
(PVQO)Y, provided some technical assistance to the toundation in
developing its credit progranm, the magnitude of these services
was modest. Furthermecre, 1t  should be noted that AITEC’a
technical assistance services were provided under ancther AID-

funded project, and not with the FEE’a OPG funds.



The present evaluation thus concludes that the FEE’s
Integrated Community Development project has been implemented
éver a period of three years without the benefit of technical
assistance, As we shall note later, the lack of technical
assistance has limited the efficiency of some of its operations
and undermined the efficacy of the foundation in achieving

project objectivesn.
VIII. The Credit Prograi (PROCREDEM)

1. Defining an Action Strateqy

The «credit program--known as PROCREDEM (Programa de Credito
y Desarrollo Integqral de la Microempresa Informal Urbana)--was
initiated on May 10, 1984, with an aliotment of 2,500,000 /sucres
(approximately USSHZ9%, 0000, Pefore initiating the program, the

foundation considered several alternatives with regard to  the

type of credit program to be established and the beneficiary

il

groups to be targeted by the project. These alternatives may be

summarized as {followe: 1 to create eight small enterprises

generating empioyment for 30 persons each; ) to create "self-

inanaged' enterprises in various productive lineuw: 2y to provide

individual credits for the creation of small businesses: ) to
provide individual credit to the existing entrepreneurs
(microempresarios) in  the area, made up of small producers

and/or merchants (comerciantes).

Theze options represent different credit strategies with
potentially very different results in each case. For ezample,

the project paper suggests the creation of eight small

I
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enterprises that generate employment for 30 persons each (option
# 1 above). According to project staff, these enterprises would
rank at the lower end of the formal sector (i.e. enterprises with
an intermediate divisl!on of labor, well-defined administrative
systems (uncluding accounting systems), access to the formal
financial sector etc.), To the extent thut the strategy focuces
on businesses already integrated in the formal sector, it would
have had limited resulte from the standpoint of the proposed goal

(i.e., Lo oancrease  the 1ncomes ana quality of lives of
income mnparginal groups in a large urban barrio ... and in a

depresced rura: area ...").

The cather two alternatives also were not viewed as viable
because ”selfuménaged“ enterprises reqguire a high degree of
administrative akills and, according to project staff, must
overcomi a high degree of individualism among the members of the
enterprise, On the other hand, providing :ndividual credits to
create new busineszes was not ciowed as o viable alternative  in
the context of Mapasingue. Thie approach carries a high degree
of risk in terms of capital recovery and a iack of control over

the uee of capital trat can be used for activities not

contemplated under the project.

v

The FEE thus adopted a strategy of providing esmall loans to

carefully =svliectoed enxisting small businesses (microempresas) in

the 1nformal sector i1n  Mapasingue. F.rthernore, 1ts  credit
progran wag designed to  provide strong  support to the
beneficiaries, prancipally training in  the use of credit.



Project staff repeatedly noted that without such training the
credit program would have had limited possibilities of
succeeding. The foundetion has been following this strategy
during the sixteen nmonths since the inception of the credit

program in May of 1984.

Although the program is still mcedest in terms of volune,
working with i1ndividual smail enterprises appears to he a
particulariy effective development strategy. The reason is that

the activities of  ana producers have a  higher “multiplier

effec: In ferms of generating enployment, tn contrast ta  the
activities of merchants that do not appear to generate as  much
empioyment, Thus, the foundation’s support of micrcempresarios--
partacularly i1ts emphasisz on production--1s consonant with a
development strateqy aimed at bringing about structural changes
that increasze  the possibililty of creating more  emplayment and
raising 1ncomes  1or a largoer zegment of the target populaticon.
. :

In this sense, the project’s activities support the long term

goal of the project, which is ++..L0 taCcrease the i1ncomes and

o]

quality of lives of low income marginal groups 1in a large urban

barrio of Guayaquil...and in a depressed rural area....
2. Implementing the Strateqgy

In the praocess of developing and inplementing its strategy,

the foundation had to cope with the pelitical realities of the
area. Ao aiveady noted, the "uniied front” of cooperatives and
precoopsrat tvee (Frente de Cooperativas  y Preccoperativas  de

Hapaasinmu: Este) had boen organized as part of the foundation’s

L]
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community development efforts. When the foundation bhegan to

implement the credit progranm, it faced a number of problems from

this organiizatian. The leaders involved in the "united front"
viewed the credit orogram as a source  of pratronage, and

consequently, attempted toe manipulate it for their own poilitical

ends. They regarded it as a acurce for personal loans and for
providing loans to friends and political associates. Thisa
problem was exacerbated ny the national electaral TUmMpalgn (in

full sewing at the time), that created additional political

pressures on the the uses of the credit fund.

Under these circumstances the project mancjgers acted as they
had on the previous occasion when the community development

program was involved. They reoriented the credit  program  to

bypass the leaders of the

‘unrted frornt,'" and  began working

directly with the cooperatives and precooperatives., Leaders
WY e dealt with merely as  memberc  of thelir respective

cooperatives and precocperatives, To this end, the project staff

contacted artizans 1dent:ificd in previcus suUrveys, explained the

program 1n detall, made physical inspections of the worxkplace and
established a registry of potential beneficiariecs. The first
3 Py

loans were made from thie initial regiastry.

The fundacion was thus adroit an establishing a more direct
link with the community, depoliticizing the credit program  and
protecting the woverali viability of this caomnponent of the

project,
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2.a. The first three months o

The first three months (May 10 - August 15, 1984) of
implementation reveal the following features of the credit

program:

Loan Amounts: The trend was toward increasingly larger loans,

beginning with 10,000 /sucres per beneficiary and increasing up

to 706,000 /sucres 1n somne cases. (Note: US1 .00 = 100 sucres).

Leoar Toerms: The .nitial terms were of four (4) weeks,

subsequent iy increased up to twelve (12) weeks.

Rate of Recovery: 96.5%.

Income from Interest and Service Charges: 36,525 /sucres.

Nate: 1.5% per month per nonth,

Service Chavrges: 2% for each loan.

Default Rate: 3.5% (The foundat:on defines the default
rate av¢ loann that fal!l due but are
not paid.,. Few of these leoang
have had to be completely wraitten
of f; usually they arc refinanced).

Number of Beneficiaries: 78 members. On this basis rhe

foundation cetismates that 6% samilies
ware benefited, that i,
approxinmnately 1000 persons.

Number of Cooperatives Benefiited: 16,

Type of Acrtivities Denefitted: Bakers, shoe makers, tailors,

wood finashers, mechanics, eto.
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(Additional informatien is provided in Annexes 2, 3, 4 and 5.

2.b.  The current period
Loan Amounts: An amount of 100,000 /sucres has been established

as a cieling; the average loan amount is approximately 40, QG

/sucres.

Loan terms: For microempresas (both producers and merchants) the

loan period 1s not to extend 16 weeks; tor sclidarity groups  no

Lo

more than 17 weeita. (Solidarity qgroups arc described helow).

Rate of Recovery: Approximately 80%.  (Of the cutscanding amcunt,
approximately 12% 1s refinanced: the remaining 8% 1g absorbed in

"legal procecdings’ to recover loans (i.e. senaing collection

notices, letters etc.) .

Income from Interest and Service Charges: Approwimately 942,758

/sucres during the first id months of operation (up to June 3¢,

1985).,

ate: 2.9%% per month. (Increased from 1.5%).
Service Charges: 4% per loan processed.

Default Fate: Less than 5.,

Number of Reneficiariecs: 257.



3.

are outlined in Annex 5.

4. Jolidarity groupe (grupcs

The foundation’as work with *

to complement the credit program with

"Solidarity groups'" refers to

in the cred:it program who jointly requ

has heen with

request

woriaing with much

shorter time periods than artisans

typical secenario might ook like

merchants in the San Francisco

quintal

i Sush i A il

loan for the purchase of one

three to

est a

groups

i1oans

amaller

and

thisa

market

{including flow chart). These
sglidarios)
solidarity groups'" was developed

individual entrepreneurs.

five persons participating

loan, This approach

of 11 merchants

i}

mo

to buy supplies and other

loan amcunts and

small manufacrturers. A

thia: Three store

1n Mapasingue reguest a

o1 v ice, whooe value ls

2,000 /s, Upon approval of the loan, a check 15 made out to one
of the members of the group (“"coordinacor del grupc’? vho becomes
responsible  for 1ts repayment (alithougls all Lhree  membe) s $31gn
the I0U». With the loan they purchase a quintal of rice, which
ie divided among themselves and then sold on & retail hasis
through thelr respective nusinesses. At the oand of two  weeiks
(the wusual term for thie type of loan), the group leader
("coordinador"™) repays the lcan or, if necessary, refinances 1t.

It should he pointed out that the program  with solidarity
groups dcoes not involve streelt vendors “vendedores ambulantes’™),
but rather small merchants, usually with firxed establishmente in
the marketplaces where the project is operating, This is in



contrast with other programs, sauch as thoee of the Fundacion
Ecuatoriana de Desarrolilec in Quito, that make loans %o =small

merchantsa fraom throughout the city.

Project staff also pointed out another interesting feature

of the program: the high rate of return on capital lcaned to
small merchants. This rate 1s due to the high velocity of these
types of loans, in contrast to The lower velocity of  leans to

artisans or small manufacturers which denerally contain longer
loan repayment terms, Nevertheless, viewed Irom a  development
perspective, Lthe focus on producticn involves a strategy aimed at

strengthening productive capacity and Jenerating areate

=~

enployment, il Contrast fo fne actiwvities v small vendors, which

'
iy
o
N

Create relatively few <, The foundaticon feels that 1t -5 thus

following a development strategy by tar

[5e}

eting a larger proportion

1

of its loans £

O

lesplite the comparatively

O
@

-

lesser returns on capital, this approach has a larger nmuit:pl:er
effect and in the lonwg term will producs greater employment and

raise 1ncomes.
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h Handicapped Children

1
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This 15 the most recent addition to the scocial caomponent of
the project. It appears to be a very popular program  that
addresses the needs of handicapped learning disabled oh,ldren :n
Mapasingue. In this ares, the YoundazZion  has  succesafully
developed a jo:int proaran with the University of Guayaquil’s

School of Psychology wherehy fourth year students are assiqned Lo

u

i



the CEDUES program as part of their academic program. The
students are given academic credit for their valuntary service,

which becomes part of their required practicun,

At present, there are l& teachers assigned on a daily mpasis
to the CEDUES pragranm. At the time of the evaluation, the

program had an enrollment aof appraoximnately %6 chilidren between

the ages of 7 and i4; an additional 149 children were con a
waiting liat. The program provides a conprehensive series of
services involving pasychological teating, counseling and

instruction for handicapped ohildren and those with learning

disabilities in Mapasingue,

Staff menbher s indicated that discussions have heen
undertaiken between foundation representatives and officials from
the Univeristy of Guayaquil to explcce the possibility of
the wuniversity assuming direct responsibpility for the operation

of the program i1n the future.

Although this i a very successful and popular  program, it
is not guite clear how 1t fits into the overall objectives of the
project. We therefore recommend thant the foundet ion wiaraty the
role of this proaram within the objectives cstablished under the

project.
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X. Conclusions and Recommendations

In assessing the overall performance of the Fundacion
Eugenic Espejo (FEE) under the OPG, the following points should
be kept 1n mind. Firer, the program developed by the FEE under
the OPG should be judged on 1te own merits and et by comparison

to more well-established pragrams that nay appear ta be  nmore

auccesstiul, Well-known foundations  szuch as  the Fundacion
fcuatoriana G Decarrollo (FED-Cuitod and the Fundacian
Dom:nicana de Desarrollc (FDD-Fanto  Dominga) that operate

comparable programs have been in existence feor longer periccs  of
time (almost  twenty years in the case of the EMD in Santo
Domingo) whereas the FEE’s activities, parcicularly the credit

program under the (OFG, are limited to less than two vears,

Second, the FEE has wundertaken a different and more
ambitious program which 1nvolves both szocial and economic
components in  urban  and rural areas that reguire large
investmnents  an “Yprorotion"  and  community  organizaction. in

contrast, foundations such as FED (Quitoe) operate crecit programs
principally as  financierag, Gr  tunding AGENC1eEs without

sigrniticant investments in  promotion (Yautopromovidas') and

training in the use of credit.

Although its programs may be overly ambitious, the FEE has
nevertheless succeeded in developing an integrated community
developmont project pased  on community Grganlsation and
participation that has improved the guality of 1ife in urban and

rural areas previously neglected by public officials. Despite
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the fact that not all of its initiatives or mechanieme developed
(e.g., the conveniaos) have been successful, there have beaeen
notable euccesses In improving social services to both rural and
urban marginal communities. The foundation also has been

successful in developing and implementing a credit program that--

~t

despite it short duration--is beginning to provide resources
previously unavarlable o small enterprises. There are also less
quantiflable  accomplishnents for which the FES can take credit.
regponaentes pointed oul the improved morale and reasfirmation  of

the dignity of their comnunities which they feesl is a direct

result of the foundation’se presence and efforts.

On the whole, then, the evaluation team feels that the

foundation has demonstrated tha*t 1t can incdeed fulfill 1ts raole

.

as a catalyst and cocrdinating asency for social servires and

economic  resources to marginal  rural and urban sectors in

Ecuador. Ite major shortecoming 1o that it has beern unable to
conegclidate its  accomplishments to date. The FEE has bheen

largely unsuccwssful in instituticnalizing processes, procedures

and praograme :naitiated under the present OPG. In this sense, it

o

has not  yer fully developed a replicable integrate community

developrnent model as called for in Lhe project Laper.
t t

Although the shert duration of the project may ewxplain, in
part, why the process of instituticnalization has not vyet  been
completed, the evaiuation team  belicowves  that rggggemenf
1130 preventod the foundation from achieving
c1al. These management  problems wil

addressed in - hYe short term <o (mprove the overall performance of



the FEE under the 0OPG.

The evaluation team identified the following problems:
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plan. Discussions

with the management and adminizstrative staff of the FEE revealed
that the FEE has never developed a comprehensive work plan that
provides an overall rationale for the bPreoject and establishes
implementation guidelines and progress indicators. Although
"partiail” plans apparently wers developed for some of the

activitiego, a MGLre  CoRprohensive »lanning  oexercis was not
I3 -

Xt

undercaiken. Such emercise would have been useful in establishing
a process at the beginning of ‘“he prolect whereby staff,
assembled together, could have reflected on Lthe overall mission

and nature of the projlect and clarified objectives to be

achieved--particularly at the cutput, purposge and goal levels of

the project. It also would have been an excellent opportunity
for project staff and AID officials Lo discuss mutual

responsibilities and ewpectations.

This lack of planning may explain the poor "timing' or
scheduling of some of the implementation activities. For
example, the OGrant Agreement wae signed on September 29, 1382,
but activitiss did not commence  uniil  December 1987, The
subsequent implementation of important components of the project
(such as the credit program) also ref.cchts poor timing: the
credit component was not implemented until the very latter stages
ot the project, and consequently, has been in aperation for only

16 montha.

i\
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The lack of planning may also explain why after three years
of implementation there is yet no ceonsgnsus among the management
and administrative staff as to the principal objectives of the
project. Wz noted in particular the lack of clarity between the
gecal and the purpose levels of the project. As pointed out
earlier, the goal of the project is "to increase the incomes and

quality of lives of low income marginal groups..." in urban and

"

rural areas; on the other hand, the burpese is "to develop and

implement an integrated develapment model (as called for by the

National Development Plan’) that can then he expanded to other

areas."

However, respondente gave different answers when queried as
te the principal purpose of the projec:. Some said it was  to
raise incomes while cthers said it was to organtze and bring
about community improvements. Still others believed it was to
provide «credit and related services to small entrepreneurs  in
order o increase incomes in  the area. No one mentioned
the principal purpose of the project which is to develop and
be expanded to other areas of the country. In the opinioen of the
evaluation team, the staff appears to have been so busy with

day-te-day implementation activities that they have not had time

toe think about, much less to reflect upon, the development of a

fully operaticnal model and te consider these gquestions: What
are the essential elements that constitute a fully developed
integrated development model? How does one go about
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institutionalizing these elements? And what inatitutional
capabilities in terms of numbers of personnel, skills, financial
and other resources are required to replicate such a model in

other parts of the country?

The lack of planning (reflected in the absence of a work
plan) also may explain several characteristics of the project--
for example, its '"scattered” ad hoc programming which seems to
reflect an atterpt to respond to an infinite number and variety
of community needs out  pays litzle attention to the
interconnections between activities and how they support project

objectives,. As already noted, this approach has been most

apparent in the %“raining compcnent.

The lack of planning alsc nay explain the lack of "balance"

Qr prepertion in the project as evidenced by its unduly heavy
emphasis on the social component of the praject. As a result of
this concentraticn on the soc:al component of the praoject, the

economic component of the project was undul delayved until the
F 3

very later phases of the project.

Given the abamence of a work plan and the preoject’s ad  hoc,
episcdic planning pracess, it is not surprising that the project
staff did not develop benchmarke at the beginning of the project
against which to monitor accomplishments that could have been
measured or assessed on a regular basis throughout the duration
of the project. Furthernmore, we also noted that the reporting

requirements  were not adhered to in the format required by AID.

The reports submitted by the foundation to AID consisted largely
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of narratives rather than an analysis of project indicators. The
evaluation team also did not see evidence that the reporting
narratives submitted to AID had been compiled through a process
of discussion and i1nternal evaluation/assessment among project

staff.

not undertaken as called for in the project paper, Although

Section & ("Reporting Requirements and LEvaluatien'™) of Annex A of

the project deecripllan prescribes annual evaluations ("“...the
first annual  evaluation fto hel wcompleted by Scbtober i,
1382..."), and established &2,000 per year in the budget to cover

the expense of undertaking these evaluatiens, they were not
carriea aut ., When quer:ed, foundation staff indicated that an
effort had been made to conduct one of these internal evaluations

but that it had not been completsd.
P

The failure to comply with this important requirement was a
particulariy worrisome finding because evaluations are a ueesfiyl
management tocl in clarifying cbjectives as well as in measuring
accomplishments to date, determining progress toward end-of-
project :indicators, measuring the nature and impact of project

inputs and recommending modifications to the prozect designed.

Our evaluation alsc revealad poor bucges slanning. The most
peer ou =

prong = e T e

obvious case 1involved the use of technical ascistance! Despite

the existence of a Jjine item of S59,000 15 the  budget for
technical assistance, almout. none ot 1t was used for thisg
purpose. The two exceptions includea a small amount used to



procure the services of a local consulting compsan

Stern) to develop a credit manual (which, as it t

toa for the neceds the and

"

general Q program) ;

sociceconomic study. Mozt of the $6%,000

assitance appears to have been used largely to

expenses.

with USAID/Guito

&1}

Discussicons officiales sugge

line 1t credit, may not have been

their rurposes, and alca have bheen

OURrat Ing 2Upenses (Thiz evaluation was uanabia

-
18

the

determinaticn of this fact, which would have requs

analysi1s heyond agcope of the evaluation).

Failure to wuse tecnnical assistance in speE

has, in the opinilon of the evaluation toam,

the efficiency of program operations and the of

project 1n achieving coyectives., For t e

secured the sarvices of a number of cuperts -local

to ascess the overall ocvaedil program and pake reca

its 1mprovement; to develor an updated loan proced

develop and  strengthen  the managenent informar

providing computer tiraining  to project

electronioc aata mazes tor credit beneficiaries:

accounting eyvsten and assist L “he development

i

opaerational efficiency; or to assess the overall t

in  terms of the objectives of Lhe praject. Smn
technica: assistance 1n  theae specialized are

-

-

greatly enhanced

allocated

cover

st

clalized

of

he efficiency and efficacy of the project.
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date, this has not been done.

In additien to inadequate budget planning, there is a
related problem involving inadequate financial controls over the
budger. At present, there is no evidence that the program has
developed any measures of financial and coperaticnal efficiency to
monitor the performance of tho project. A & result of poor

financial planning and controls over the budaet, the project ran

out of funds two and a half years after initiation of this three-
year activity,. (It appears that AID recently approved an

additional 180,000 to cortinue operations and -“he credit program

until December 1989,

The overspending by the FEE under the CDP5 alse raisees the

AlD s monitoring of &

Hy

corallary 1scue o . Although
AID s policy of providing maxinumn programming and  financial

flexikhility :n the irnplercntaticn of OFGs ray nalke sonse an th

i

case of small grants, it may not necessarily be an appropriate
policy when larger grants are  inveolved. Iin Jgeneral, lozal

organizations  are not familiar with the myriad requirenents of a
complox organiation such as AID. MNove apecaifically, they rtoend
1

to be unfamiliar with ATD’e accounting system bhased on acvancoen
2

where budget laine 1fenre are not monitored with -“he care degrea of
¥ 2

scrutany they re.eive in billateral programs. (In the latter,
changes may not exceed 1%. of the line 1tem without +he

jo%

EROreosed authoricatrion of ATD)Y, AID project management shou
[ ]

",

therefure consider conducti:ng a sreimplementation' semninar for
o t

all new OPGs, or follow-on activities, This would be a  useful



mechanism to establish a dialoque on objectives and nutual

responsibilities and evpectations on the part  of  AID and
implementing  agency staff, The Mission also might  coansider

requeesting the participacion of the Latin American Durean’s V0

Office in thie exaercizse.

As des

cribed in this evaluation, the project 1z  organized

\

4

according to four program  areas: PRODECONUN  (Progranma de
Desarrollo Comunal): PROCREDEM (Programa de Credito y Desarrollo

Integral de la Micruempresa Informal Jrbanad: CRESTU (Centro de

Recurscs  Empresarialee del Sistema Informal  Urbano anc, rore

)

recently, CEDUES (Centro de Educacion Especial Fara la Infanciad.

With regard to these programs we make the following general

obgervations and recomnmencations:

a. Although the project has been successful in nobilizing

and promoting  community organisTations such as neigborhocd and

parents associations, these ocrganiations are 1o0v the mess par-.
wear institunicona, Project ntaft will therefore have to assess

to what wxtent 1t will conbtinue 2o assiot them 1n strendgthening
their crganizational capabil:itiws ¢ become more stable and self-
sufficient so that they can mobilize usi1ng their own  resources

and establish direct linkages with the respective  government

inrtabutions.

b. Since most of the activitien developed by the project

have not yet been institutionalized, pricorities will have to be

-

2



established for the institutionalization of =some of the
activities 1nitiated by +the project. The top cand:idate at
present 1 the CEDUED program. According to project starf, the

University «af  fGuayaguil pfas expressoed an 1nterest in assuming

principac regponszibailizty for the proayecs, The activaities
undertakaen  nust  nch be merely epilooaic but must  lead o the

creation  of  pore direct, and permanent  linkages between the

community ana public i1nstitution:.

c. The heavy urban emphasis of the praoject reflects in part
a lack of claraty with respect to the major okbjectives of the

project. Despite the efforts undertaken in the rurai areas of

Santa Lucia and Daul

1]

the "integraved”  rural urkban  strateqy

[}

contained 1n the project as originaliy conce:ved ayrscars to have
been Jost teo a large extent. The present urban biae of  the

project 1s, intere

1]

rtingly, reflected in the credit praogram’s
name, which does not even refer to the rural sector: "Programa

de creditao vy desarrvrollo integral de la MICroaempr esa informal

urbana." In similar <ashion, the name of the training program
also does not make reference to the rural  sector: CRESIU

(Centro de kecursos Emprecariales del Sistema Informal Urbanad.

(Emphases added).

The rural credit component of the project thus needs to be
P ¥ J

defined :n the very near termn, with a particular emphasir sn its

.

relationshap tan the urban  component in DB ATHIUR, his

recomnendat ion 12 based on the fact thaw whilie project ativities

have continuity and concrete results  in Mapasingue, the
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activities 1in the rural area appear unsystematic, episodic and
largely isolated from the overall thrust of the project which, as

we have already indicated, is largely urban at present.

In view of the very diverse number of training activities

il

developed by the project, it is necessary to establish priorities

and to define their relationship to the two principal programsg

developed under the project: social development and the credit
program, We thus suggest that the prosject =taff  undertake an

internal evaluation with the objective of establishing priorities

with regard to the training progran.
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The credit program has been developed with a considerable

amount of inncvation on the part of the project managers who have

definec and implemented  a strategy +hat addresses different
Cilmsges of local business. Despite the apparently sound basis of

the credit program, project management should consider  uzing
technical assistance to increase “he efficiency of selected

aspects of the program, with particular attention paid to the

specialized areagc noted earlier: the need ror training in  the
credit program; the developmrent of various measures and indices

of operatiocnal efficiency: the development of electronic daca
bases for crecit peneficiariea; and the developnnt of a
procedures manual for the emisting systenrn also would be  useful.
Technical assistance should also he used to determine the extent

to which the present credit program can be expanded.
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As already noted above, in view of the pronounced urban bias

of the credit program it will also be necegsary to redefine a
credit policy for the rural area. Despite the approval of sone

loans in the rurai sector, one cannot conclude that a strategy

for this sector currently exists,

The evaluation team thus concludes that, despite its
accomplishments, the FEE hae to address its management
deficierncies in a systematic fashion in order to achieve its
potential. A forum such a seminar woula be  an appropriate
mechanism to discuss these issues and then decide upon a rational
course or action Lo address them. In the very near term 1t is

therefore recommended that:

d as soon as possible to address both

$os

1. A seminar be h

!

AID’s and the FEE': responsibilities and expectations during the
remainder of the QPG, It 153 further recommended that this
seminar address the 1ssucs ae outlined in this evaluation, with

special emphasias on the following:

2. A master wors plan be developed that restates the

project rationale and clarifies objectives at the output, purpose

and gqoal levels. OUne of the outcomes of this planning exercise

should be the developrent of o calendar of Aochivities planned for

the near term, with appropriate provieisn  made  ror reqular
evaluation/assos Lo measurve  accomplishments  to date,

o
[}



determine progrese toward end-of-project indicators and measure

the impact of project inputs. A format for regq

=
1
i

ar reporting on

preject status (including financial data) that is 1n accordance

with AID requirements should also be developed.,

3. The FEE reassess its integrated development strateqy,
which simultanecusly addresses bhoth uirban  and rural marginal
populat:ong. In particular, sprcial attention should be paid to
the concertration and censcolidation of 1te efforte :r the  urban

areas  with a corresponding deenphasi:s of activities in the rural

area  until a subsequent phase of the project. A related 1szue
involves the sitructure of the program, t.e., What is/zhould be

the apprapr:ate balance between the social and  -he econonic

camponents wf the project?

4. The project staff also consider tocusing or

@

caling down
its very ambitious training program and making it more relevant
to the cbjectives of the project. Ancther program that has to be

re-examined in terms of ite relevance te the overall objectives

of the project is the CEDUES program with handicapped children.,

5. Most importantly, the  FEE begin aining toward self-

sufficiency by generating runds to cover wperating enpenses  for

a
..
<

activities such as the credit progranr fron interna. sources, and

not merely from funds provided by international doners.

The issue of gelf-sufficiency raises a reiated sssue of  the
social v. the economic components of the project.  Given that the

social component will have to be subsidirzed indefinitely, the



foundation must determine to what extent it can "afford" this
component, or whether it should reorient its overall program
toward economnic developrent (i.e,. credit). I£ :t chooses  the

latter course of action, 2t must concentrate on malting the credit

U

rogram moy e efficient and more self-sufficient ] cuploring
t et

several alternatives:

aj The FEE can consider decreasing its pronotional
activities in the credit program, thus  making it more
"autopromovido'. In other wordas, the FEE ehould consider
operating more like a financiera with minimal support services

such as training in the use of credit;

) The FEE can improve the efficiency of 1ts present credit

program by strengthening its institutional capabilities--~
upgrading the skills of its personnel, estallishing more
efficient procedures and developing various indices of

cperational efficiency;

c) The FEE could incresse service charges and toe  sone
extent interest rates currently charged under the credit
program. (However, this option may be limited to some euntent by

current usury laws);

d? The FEE mright also consider changing the structure of
the credit program with regard to the end umers by increasing
loans to more profitable merchants as opposed to the present

emphacis on producers.
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Despite the management deficiencies outlined in this
evaluation, the evaluation tecam ie of the opinion that the FEE’s

Integrated Community Development Project is a worthwhile endeavor

- T

that has achieved considerable success, e nanagement problens

can corvected; ite cstaff ls euperisnced, energetic and dedicated;

and the project  has the potential to achieve 1t purpose asg
described in the pro_wot paper. Any additional mission support

should be provided in combination with technical asgistance in

in this evaluation to “‘mprove the project’s

the areas outlined

efticiency and erficacy.



Footnotes

1. The higher elevations tend to hold the most recent and hence
poorest i1nhabitants,. These are also the poorest sections of
Mapasingue from the standpoint of public resources. The

sociceconomic  study carried out by the foundation revealed that
there were few businesses at the higher elevations mainly because
the hilly and srteep terrain, without praved roaads, made delivery
of raw mater:als and goods 4difficult. When the credit program was
initiated 1n a subseguent phase of the praoject, 1t was decided to
target the tbhetter estabiished microempresarios at the lower
elevations of the cerro in Mapasingue.



Annex 1

The contractor will assist the Mission to conduct a midterm
evaluetion of OPG 518-0021 (Integrated Community Development) in

accordance with the attached Scope of Work.,

SCOPE OF WORK

The contractor will be responsible for conducting, together

with USAID/Ecuador and Fundacion Eugenio Espejo (FEE), a

summative evaluation of Project opG-518-0021, Integrated
Cammunity Development. A final report in English will be
submnitted by the Contractor to both USAID and FEE. Such an

evaluation report would include the following:

1. A comprehensive analysis of progress to date on the
achlevement of project objectives under the different components
of the project, i1.e., soclial component, economic component and
production and credit component, in both the rural and urban

areas,

2. A determination as to what degree the project has been
implemented, its originally conceived methodology, implementation

mechaniams and overall philosophy.

3. An analysis of the efficacy of implementation activities and
the relevance of such activities vis-a-vis the general objecives

of the project.

4. An analysis of the relevance and impact of community

organization activities during project implementation, as well as



of community leadership training and promotion.

S. A comprehensive analysis of the structure, relevance and
social and economic impact of the credit component, as a major

component of the project.



ANNEX 2

The First Three Months of the Credit Program

General Information

New Businesses
Number of Locans
Loan Amts.

Average l.oan Amts.
Loans Due

Loanas Retfinanced
Loans Recovered
Amount Due

Amount Recovered
Familiega Benefitted

Full Time
Part Time

Service Charges

May
June
July
August

(May - August 1984)1

Cumulative
(May~-July)

60

a8
1,365,000
13,928

49

4@

4+
497,475
434,775

57
21

55
68

Up to:

1,175
5,850
13,200
16,500

(45%)
(55%)

1. Information compiled by FEE.

August
(1 - 1%
18
37
680,000
22
3
21
336,950
326,300

Cumulative
(May August)

78

135

2,045,000

15,148

71

7

65

834,425

761,275
165



ANNEX 2
The First Three Months of the Credit- Program

(May - August 19841

General Information Cumulative August Cumulative

(May-July) « 1 - 15) (May Augusat)

New Busineases 60 18 78

Number of Loansa 38 37 135

Loan Anmts. 1,365,000 680,000 2,045,000

Average Loan Anmts. 13,928 15, 148
ANNEX 2

The Firat Three Months of the Credit Progranm

(May - August 1984)1

General Information Cunulative Auguat Cumulative
(May-July) 1 - 1% (May Augusat)
New Businesses 60 18 78

Number of Loans 98 37 135



ANNEX 2

The First Three Montha of the Credit Program

(May - August 1984)

Cumulative

(May-July)
New Businesses 60
Number of Loans S8
Loan Amts, 1,36%,000
Average Loan Amtg. 132,928
Loans Due 14
[.cans Retinanced 4
Loans Recovered e}
Amount Due 497,475
Amount Recavered 434,775

Families Renefitted

Males S7
Females 21

Full Tinme 5%
Part Time 68

Service Charges Up to:
May 1,175
June 5,850
July 13,200
August 16,500

(45%)
(55%)

1. Information compiled by FEE.

August

¢ 1 - 15
18
37
680,000
22
21
336,950
326,500

Cumulative
(May Augusast)

78

135

2,045,000

15, 148

71

-

65

834,425

761,275
169



ANNEX 3

Small Businesses by Type of Econonic Activity

Bakery

Guaipe

Upholstery

Tairloring

Dress making

Pottery making
Shoemaking

Wood {4i1niahing
Mattress making
Mirror manufacturing
Metal handicrafts
Broom makinag
Merchants (comercirantes)
Wwatchmakaing

Beauty salon
Mechanics/electrical
wariks

Handicrafts
Furniture making
Construction

Radio

[y

-
NP OR,rPRPODRP N~ R QD

[E

RPN O

1. Data compiled by the FEE.



Credit Membera and Loan Amounts

ANNEX 4

(by Cooperative

and Area)

Cooperatives and Areas
(

Members

up to August 16)

Total Loan
Amounts
(sucres)

El Cerro

24 de Qetubre

Nueva Union
Mapasingue Ceste
Mirador de Mapagingue
Union FPaz y Progreso
Luz de America
Mapasingue Este
Prosperina

10. Brisas de Mapasingue
11. 14 de Febrerc

12. 27 de Enero

13. Vencedores

14, Antonio Bermudes

15. San Francisco Market
16. Antonio Andrade Fajardo

D NGO L WP

815, Q00
200,000
160, 000
150,000
S0, OO0
210,000
20, 000
110,000
60, 000
55,000
110,000
&0, 000
10,000
5,000
20,000
10,000

ST RS S e em e em i hs mn e em ek e e cw me ket s e e e R Ge e e e e e e e e M e e A G e R e me e M M Gm e A bR e e me e he e e e ne e ee

S R e em em e s e o0 vl hm e e e e e e e W e e e e e e e Ge e e e e Wm G R e b G e S e Be e am S e e e e me o e e o e e o=

Note: US$1.00 = 100 sucres

1. Data compiled by the FEE.
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Annex 6

ORGANIGRAMA DEL  PROYECTO
DIRECTOR DEL
PROYECTO
PRODECOMUN PROCREDEM CRESIU CEDUES
gggRDINA‘ COORDINADOR cogggigéno RESPONSABLE RESPONSABLE
. MICRO-EMPRESA GRUPOS
DAULE MAPAS INGUE CULTURAL S OLIDARLOS




