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A B S T R A C T  --. --- 
H, Evnluallon Abslrnct~po n91 wceod !he s m ~ . o ~ v l ~ . ~ r C l -  --- 

This interim evaluation of the Program for Small and Microenterprises 
(PRWIMI), carried out in 'Zl Salvador seven mths prior to the project 
ampletion date, reviewe9 the progress made toward fulfilling the stated 
project goal and p u p x e  of increasing profitability and promoting expansion 
of small and mi~r~teqrises. Specific objectives were the creatim of 
job, "graaating" beneficiaries to the established financial system, and 
attaining self-suff iciemy as a project. To date, the average number of jobs 
created per ber~ttficiary is 35% higher than e:Kpected and average beneficiary 
earniqs are 2209 higher. W v e r ,  the number of beneficiaries reached is 
only 40% of the expected figure and only 2.5% have "graduated" to the 
established financial sector h t a d  of ths projected 10%. As training is no 
longer a &tory raqtuirenent to obtain a the rate of loan placement 
hae mre than doubled within the past 18 nmtihs. Self-sufficiency can be 
attained if PRCPEMZ increases net earnings by dour times the present amunt . 
Infarmatim for the evaluatiar was gathered through interviews with A. I .D, and 
PRClP83I officials ao we12 u the review of relevant project &cuaents. bre 
signiZicant &-was generated using a 95 questim randm selection survey 
that was ocnducted of 224 of the 2,021 beneficiaries. It was found that the 
credit activities are indeed oantributing tward the fulfillarent of the stated " 

project p!, and purpase, but this is not true of training and techncial 
advice activities as uver 50% of the credit staff's time is dedicated to t h  
latter activities. Gunrey results also demmstrated that smdll-enterprises 
not cnly generated wre employmet& opportulfties than mi--es but also paid 
higher salaries. 

I The main recammdations for the project are: 

- amcentrate on small enterprise lending1 - d+en@wize training and post-credit technical advice1 - increase mhcirmrm loan size limits. 

The main lessus learned are: 

- a credit daDand wntey may be needed at the design stage (not a 
-a@c studylt - the selected credit institutian d m l d  "match" the target group1 - fewer eligibility rule9 &aM be inpeed if the imp1agentation involves a 
new credit institution. 
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M l t s i o n  or Olllce: Dale  Thls Summary Prepared: Tltla And D a l e  01 Full Evaluallon Raporl: 

As stated in the evaluatiar scope of work, the goal of the Program for !&all 
and Microenterprises (PKPB~I), which was launched in Auguet of 1985, is "to 
improve access tor and d~ilability of credit for small and 
micromtrepremuro. The purpose is to provide support to FUSADES, for the 
developoent of the Program for Small and Microenterprise, which provides 
credit and technclal assistance to -11 Businessmen and Microentrepreneurs in 
El Salvipdor and to increase the profitability of, and pr0M)t.e the expansicn of 
-11 and Microenterprisea, thereby generating employment ..ad fotstering 
ecxx#mric graJUl". 

The central task of this interim evaluation, initiated saane 8 n t h 8  pior to 
the project activity ampletion date of Jam 30, 1992, was to assess the 
progress made by PRXEMI, through training, technical advice and credit, 
toward fulfillsent of the above stated goal and purpose. Also addressed were 
PIlDPEXK8e objectives of graduating entrepreneurs to the established financial 
system and achieving self-suf f iciency as an institution. 
In awticn to the customary steps of reading background documents and 
interviewing r e l m t  individuals, a survey was amducted of 244 project 
bmeficiaries. to determine the impact of training, tedhnical advice, and 
credit un employment and earnings. 

ahere were three project design elementst program development (operating 
expenses) a M.5 millian revolving credit hmd intended to supply the initial 
credit needs of project beneficiaries; and technical wsistance (inclusive of. a 

training activities). ThR $1.3 million made available by the Agency for 
lnter~~~tio~l Dmlopment (A.1 .D. ) to help pay PKlPB4I's operatiry -ear 

I 

as wll a8 the revolving credit lud, had &en fully diskrrsed as of May 1 
1991. Tbe agreemmt bet- A.1 .D. ard PW39PiI with respect to the revolving , fund, which has been amended twice, describes several expected outputs and 
beneficiary character is ti-, including: 1 

i 
! . Ule fmd rnuld &ve aolanea ($) 57.5 millim by June 19921 *,. j . a total of 5,750 individuals would receive loans! . an average of ane new job w l d  be created per loan recipient1 ! . beneficiary earnings would increase by an average of 10%1 . ' dl least 10% of beneficiaries would be "graduated" to the estabished 

financial system after having their initial credit needs -lied though 
the mt . 40% of the beneficiaries would he wunen. 



Fbllowing is a ampariaon of actual outputa ta date with tl~ose expected o~ltpt 
taxget 8. 

Achieved Target 

I. W u t  of the Fund (in millions of mlones) 36 .O 57.5 
2. No. of individuals that received loans 

( 2,670, total loans) 2,021. 5,750. 
3. Percentage increase in earnings of 

bene f iciaries 32 % 10 % 
4. No. of new jobs generated 2,790. 5,750. 
5. No. of people "graduated" to the 

established financial system 52 575 
6. %of m e n  beneficiaries 42 % 40 8 

The minimm loan size of mast of the established financial system in El 
Salvador is $5,000., while -'a mirairm loan is $l,OOO. This parameter, 
plus several loan eligibility requirements (such as the former mandatory 
traininy requirement) and the operational niche given to mrmewI that uas 
based Q.. +h findings of a 1985 survey, explain why the impact of the Lending 
has not Isen greater. 

Tedmicdl assistance as defined by relates basically to training, 
assistance in preparing credit agplications, and to credit Sollow-up or 
supervisim. Very few of the w e y  respcrdents stated that technical advice 
had mtributed to increases in their earning or exqlopent. No other private 
sector program in El Salvador is as extensive as m ' s  administrative 
training program £or snall and micrmterprises, which offers five core 
oatvses in accounting, mtsr administratian, maxketing L sales and investment 
projects. 'The program F38 reaclhed over 5,000 individuals. Hakfever, training 
is m t  criticdl to assure success of the credit ampcnent, and neither ia 
training critical ior the loans to have a direct impact on enployment or oil 
increwed earnings. 

I)uring the past tw yearsr PRBBEII.8 total incxrae has grown faster than its 
total costa. About 66 % of -1 costs are related to salaries and fringe 
benefits: T b  credit aa~pcxlent is me anly activity that can lead unar#r to 
true self-sustainability. m v e r  , in order to reach sel f-sustainability, 
PIIPIBQ needs to have a loan portfolio of a-oxhtely $75 millicn, given the 
current m e t e d  level of elrpenses of 1 million and taking into 
ansideration inflatian and bad debt reserves. This leaves a omtrikrtiar 
margin (to aver expenses) of 4 percentage points of the 20 % that is 
currently &arged for loans. At present, has $36 millicn avdlable for 
lading, and about $27 millicn of these represent its current outstanding 
portfolio. Delinquency is presently 12 -4% af the outstanding portfolio. 



All credit activities are carried out in acoordance with the accounting rules 
followed by the mti-1 financial system. The accounting vatem is cash 
based and applies established norms for El Sa.lvador. A budget control manual 
exists that includes A.I.D. rules ard norm. There is also an internal 
rotating auditing ~ ~ t e m ,  EX@ exterm1 audits are carried out in accordance 
with the financial system rules. 

The evaluatiar team recamends that A.1 .D. atinue to support PIPDPBMTt 
hclvkever, It is first necwsary for the directors of and PlKPFBll's 
Oormnissim to reconsidqr PKPIHI's priorities taking into account tlae 
conceptual and operational changes reoomnended in this report. It is 
recamnended that future efforts be cmcentrated an lending activities focusing 
m small enterprises instead of micro-businesses, and that training and 
pt-credit tedmic.1 assistams be de-.em@asized. 

! 
. I There are 22 "action" recarmendations presented in various. chpters of the 

reprtsr, of which the following are met: i-rtantr 

'-11 enterprises should be the main target of the credit program; 
Ehterprises having to $1 milliotl is assets ohwld be eligible to 
reoeive loanst 
The mxltrmrm lmr size sknuld be raised to 2 % of total avilable loan funds; 
W n g  cjfuxrld target certain activities tihat are link*' to other EUSAUS 
programs (e.g. agricultu~al diversificatian) ; 
New financial intermediatian systems (e.g. factoring) should be introdwed 
in El Salvador1 
Passive pranotim su& a bil.lboards an3 mobile Lrjblic address dharrflels 
sharld be utilized instead of cloor-tcdua pranoti=~ 
Gecqraphic aoverage should be expanded through use of cammissimed agents; 
Certain eligibf.lity rules should be eliminated, 
Inam under $!10,000 should not be processed like larger loans1 
An interm1 cwst study should be undertaken to fhd ways to streamline 
aperationst 
A 1% camrmission £or loan processing should be charged; 
Training fees should be increased by 50%; 
A cunputer based management. indolrmatiotl system should be installed; 
A nttw resear& and develqment mit shauld be -ted to carry out 
sectoral studies, introduce new financial intenoediaticm inatnmnents in El 
Salvador, and establish a permanent process ~r monitoring the inpact of 
project activities. 



1. A credit demand survey (not a demographic study) should be carried out at 
the project design stage. 

h 

2. The surveyors and/or designers of the credit demand survey should be 
senior credit specialists . 1 

S U M M A R Y (Contlliuod~ 

There are six important "lessons lean~ed" cited in the report, a~ follows: 

3.. The selected credit institution should "match" the characteristics of the 
target group. 

- 

4. The type of human resources needed to d u c t  the credit program should be 
identified during tlw design stage, alcflg w i t h  the extemal technical 
assistance required to upgrade their skills. 

5. If the project invoPv- a new credit htitutiar, it is best not to impose 
too m y  eligibility niLee an logn applicants before the htitutim has 
developd its portfblio. 

6. The pmanent mitoring of the inpact of the project activities should be 
' instituted at the beginning of the iqplementaticm stage. 
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L. Corn Isston. AlOlW O l f l c ~  and 8orrowerldronlee On Full Reaort m 
ments BY M 

The Missiorr's experience with this project has been generally gxd. PRXEMI 
reached the populatiam expected1 they met. several project goals and utilized 
AID fmda one year ahead of the project PACD. PmEM][ is generating sufficient 
inocme to cover operating expenses, but faces decapitalization by inflatfcm 
unless ooxrective meamrea ' (w ptf;oli~r ad just interest rate and 
ccmnnissian structure) are taken. Ihe amall and micro-buainess subsectore of 
the Salvadorean ecmaay were r e z e d  as critiaal to the aomtry's eoaxmic 
re&ery, These small and micrdsusinesa never shut dam their operatf.ons 
during the 11 years of a civil war in El Saltrador, to the oontrary they have 
cantinued to employ m l e  and keep the exaxmy of the cumtry going. 

W e  program provided the m with the technical assistana3 and the financial 
reeources needed, *ere-e, fhey are actually expanding their mations 

generating enrplopmt and foetering ecmauic grawth. 

The sru\vey performed by Checchi and 0>., was bpo&mt because it gave the 
Mission' a better picture of haw the SFle o o m ~ m i t y  really f s in the 90 's as 
ampred to haw it was when the program started back in 1985, Definitely the 
key ~f fox the excellent: results of this evalwtim was the qpoatunity the 
interviewers had to dialogue w i t h  PlWEMT's beneficiaries frcm different8 
parts of the aotntry. 

The Peace in EL Salvador has been signed and has apened a new path for 
P-. There is an emerging Salvadorean pcrpllaticm entering the private 
sectnr. PXPE24I w i l l  be a great asset airme Uey are -eat& active in  8 
departments in  El Salvador. The Mission w i l l  cmtinue W mrk with this 
organizatioll since it is vital far the new PW, PI13Pm will be emmaraged to 
reach SW in ex-amflitive zones (109 Mnicipios identified in the PRN). 
Hewever, a the evaluatiar mentiased, P#]Pm ha8 a weaknwst the lack of a 
adequate management infomation system. A system i1-t of the FUSiDES 
Central informtion m t a r  will be needed .in order to handle data pranptly 
ard efficiently, especialy regarding &xn partaio and clientele, A.I.D. 
off icals will cantinue to mantak  close cunuumication with P#r?EM18s officials 
in order to see Wt this unit be implemented. 


