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ABSTRACT 

H, Evalullllon Abstrllct 11:'9 nol eKCfK.'<I lho space provided) 

Four main conclusions can be drawn from PROPESA's evaluation: 

1. PROPESA' s micro-enterprise support program has had highly 
favorable and significant impacts on PROPESA' s clients in 
terms of key indicators - increases in value added and 
increases in wage rates and employment opportunities - end, at 
the same time, PROPESA has corne to reach a clientele of much 
smaller micro-enterprises, largely through the introduction of 
group lending; 

2. PROPESA has confronted serious loan delinquency problems and, 
through the design and implementation of effective loan 
recovery techniques, has overcome these problems and emerged 
as a stronger institution; 

3. PROPESA has not yet been able to demonstrate that it can cover 
its operating expenses with operating revenues and thus 
continues to depend on donor funding, thereby implying the 
viability of PROPES~ and the sustainability of its programs 
has not been insured; and 

4. the comparison of PROPESA' s benef its - the value of the 
positive impact of its programs on its clients - with 
PROPESA's costs - the operating losses that it has sustained 
since the initiation of its operations - yields an extremely 
favorable result with a rate of return of more than 200 
percent. 
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Purpose of the evaluation 

1. to measure the impact of PROPESA's assistance on its clients, 
especially increases in value added and in the quantity and 
quality of employment that can be attributed to the credit and 
technical assistance provided by PROPESA; and 

2. to evaluate the viability and sustainability of PROPESA and 
its assistance program for micro-enterprises, especiallY as 
reflected in loan delinquency and other costs and other costs 
incurred by PROPESA in providing credit and technical 
assistance to its clients. 

Methodology used 

1. Analysis of the evolution of PROPESA' s target group throughout 
the years of operations; 

2. analysis of a control group, composed of non assisted micro
enterprises, so as to have a comparison base to evaluate 
PROPESA's impact on assisted micro-enterprises versus non 
assisted ones; 

3. analysis of the evolution of supported micro-enterprises 
throughout the years of assistance they have received from the 
Program; 

4. Economic evaluation of the Program; and 

5. Financial evaluation. 

Findings and conclusions 

1. PROPESA's micro-enterprise support program has had highly 
favorable and significant impacts on PROPESA' s clients in 
terms of the key indicators - increases in value added and 
increases in wage rates and employment opportunities - and, at 
the same time, PROPESA has corne to reach a clientele of much 
smaller micro-enterprises, largely through the introduction of 
group lending. 



SUM MAR Y (Continued) 

The main finding from the evaluation was that value added for 
PROPESA's clients increased substantially during their 
participation in the program (from $621 to $903 on average). 
For employment, . the effects of PROPESA' s program were also 
positive as all the key indicators had increased significantly 
by the end of the third year of participation: the number of 
workers employed from 1.5 to 1.9 on average, the total wage 
bill from $143 to $240 on average; and the wage rate from $118 
to 200 on average. 

Another interesting indicator of the success of PROPESA' s 
program is that participating micro-enterpreneurs increased 
the proportion of their incomes that they reinvested in their 
micro-enterprises (from 39% to 41%) and decreased the 
proportion that they took out as dividends for consumption or 
investment in other activities (from 39% to 27%). 

2. PROPESA has confronted serious loan delinquency problems and, 
through the design and implementation of effective loan 
recovery techniques, has overcome these problems and emerged 
as a stronger institution. 

Loan recovery performance for PROPESA's group loans has 
consistently surpassed the performance of its individual 
loans. As of September 30, 1992, only 1.1 percent of the 
group loan portfolio was delinquent more than 30 days, 
compared to 11.3 percent of individual loan portfolio in the 
same category. As of this same date, 72 loans of a total 
active portfolio of 3,093 10uns are currently being handled by 
a legal collections firm. 

In December of 1989, 18.9 percent of PROPESA' s portfolio 
included overdue payments; the significant improvement in the 
portfolio's quality, when compared with the statistics shown 
above, was due to several factors. These include: new ways of 
organizing PROPESA internally, and new approaches to dealing 
with all of PROPESA's clients that exceeded merely "getting 
tough" with delinquent borrowers. 

3. PROPESA has not yet been able to demonstrate that it can cover 
its operating expenses with operating revenues and thus 
continues to depend on donor funding, thereby implying the 
viability of PROPESA and the sustainability of its programs 
has not been insured. 

A high percentage of PROPESA's receipts is in the form of 
donations from both foreign and domestic sources, so that 
PROPESA is not currently self-sustaining in the sense of being 
able to generate adequate operating income to cover its 
expenses. 
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SUM MAR Y (Continued) 

4. The comparison of PROPESA' s benefits - the value of the 
positive impact of its programs on its clients - with 
PROPESA's costs - the operating loses that it has sustained 
since the initiation of its operations - yields an extremely 
favorable result with a rate of return of more than 200 
percent. 

principal recommendations 

Because of the relative success of PROPESA, there are few major 
recommendations to be made except, perhaps, with respect to 
promoting PROPESA's long-run viability. In the long run, reliance 
on donor funds . cannot, by def ini tion, insure PROPESA' s 
sustainability in the sense of enabling PROPESA to cover its 
operating expenses with operating revenues. In fact, heavy 
dependence on donor funding may even present a barrier to PROPESA's 
viability by imposing unnecessary monitoring costs and constraining 
PROPESA's behavior in ways that may prevent it from charging fully 
market rates of interest on loans or from seeking the most 
opportune sources of funds. with respect to sources of funds in 
particular, PROPESA should seek out every option to gain access to 
Chilean capital markets and to mobilize savings from its micro
enterpreneur clients. Due to the high liquidity of the Chilean 
financial sector, the first option would be a longterm solution for 
PROPESA's need to finance a continually increasing loan portfolio; 
the second option would allow PROPESA to become a more complete 
financial institution that provides a full array of services to its 
clients, including the provision of liquidity services through 
saving mechanisms. 

Lessons learned 

The impact of PROPESA's assistance on its clients, especially 
increases in value added and in the quantity of employment, can be 
attributed to the credit and technical assistance provided by 
PROPESA. Group loans, strategic planning, staff organization and 
training, technical assistance and clients training, loa.n policies, 
frequent visits to borrowers, collection efforts, etc. are 
conditions of PROPESA's strategy to assure impact. 

PROPESA should seek to increase its access to funding other than 
that provided by international and national donors. Gi ven the 
current quality of its portfolio, it may be able to implement 
creative financing techniques adopted from the formal financial 
sector. Similarly, although PROPESA currently is not permitted to 
accept deposits from the public without becoming a fully regulated 
financial institution, there may be other mechanisms through which 
it could mobilize funds from its own borrowers and thereby provide 
them with valuable liquidity services. 
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Evaluation of PROPESA's lVlicro-enterprise Assistance Program 

Roben C. Vogel 

Introduction 

The following evaluation focuses primarily on two crucial aspects of PROPESA's micro
enterprise assistance program: 

1. the impact of PROPESA's assistance on its clients, especially increases in value added 
and in the quantity and quality of employment that can be attributed to the credit and 
technical assistance provided by PROPESA; and 

2. the viability and sustainability of PROPES A and its assistance program for micro
enterprises, especially as reflected in loan delinquency and other costs incurred by 
PROPES A in providing credit and technical assistance to its clients. 

The plan for the evaluation of PROPES A and its program to provide financial services and 
technical assistance to micro-enterprises was developed early in 1990, not long after PROPES A 
had initiated its micro-enterprise support activities, in order to assure that pertinent and reliable 
data would be available covering as long a period of time as possible. The development of the 
evaluation plan is outlined in an annex to this report, "Design for Evaluation of the PROPES A 
Program of Credit and Technical Assistance for Micro-enterprises." In order to measure the 
true impact of PROPESA's activities on its clients (point 1 z.bove), particular care was devoted 
to the selection of a control group against which to compare the achievements of PROPESA's 
clients and thereby attempt to avoid some of the limitations of micro-enterprise program 
evaluations described by Kilby and D'Zmura in Searching for Benefits (AID, 1985). Because 
the success of a micro-enterprise assistance program depends not only on the impact on the 
beneticiaries but also on the 'liability of the institution and the sustainability of its program, 
particular care was also taken to st"-C that PROPES A ' s management information systems would 
be adequate to provide the kind of data that would be required to analyze PROPESA's costs, 
including especially loan delinquency, in providing services to its micro-enterprise clients (point 
2 above) -- but without excessively burdening PROPESA's information systems whose essential 
purpose is to allow PROPESA's management to function as effectively and efficiently as 
possible. 

The next section of the evaluation report focuses on the changes in PROPES A ' s clientele -
which have in fact bee~ dramatic as PROPES A has introduced new group lending techniques that 
have successfully reached micro-enterprises of much smaller size, many run by women. The 
following section summarizes the results of the impact study, which is included as an annex to 
the report, "Evaluation of PROPES A" by Fuenzalida and Fuenzalida (ECYES, 1992), and shows 
that PROPESA's clients increased their value added and their employment levels significantly 
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more than a comparable set of non-assisted micro-enterprises. The next section deals with 
PROPESA's experiences with loan delinquency and, in particular, its ability to identify and 
overcome the serious problems that conf:onted it during 1990. The following section examines 
the evolution of PROPES A 's systems to create provisions for loan losses and to write off 
uncollectible loans and shows how these have become increasingly sophisticated and accurate 
and thus of greater use, both to PROPES A ' s management and to potential regulators. The next 
section analyzes PROPESA's financial statements, with the most important finding being that 
PROPES A 's progress toward viability was halted during 1991, apparently by the failure of 
funding from international development agencies to be received on a timely basis. The last 
section focuses on the volatility of PROPES A 's spreads and the main options to deal with this 
issue -- attempting to secure longer-term commercial funding and raising interest rate.s on loans 
to truly market levels. 

It is hoped that the findings contained in this evaluation will be useful not only for international 
development agencies but also for PROPES A and its clients in helping to facilitate the more 
efficient provision of a wider range of financial services to a wider array of clients. The 
patience of these potential beneficiaries in bearing the burden of providing the infonnation 
requested of them is greatly appreciated and hopefully will be rewarded by following analysis 
and recommendations. 

PROPESA's Changing Clientele 

The annex to this report that analyzes the impact of PROPESA's credit and training activities 
on the participants in its program reveals a dramatic change in PROPESA's clientele since the 
initiation of its activities. As shown in the annex, PROPESA now serves on avemg~ much 
smaller micro-enterprises. Total assets of participants were more than 50 percent lower in 1991 
than in 1988 and 1989, the first years of the program. Value added and the number of 
employees were also substantially lower in 1990 and 1991 than in 1988 and 1989, but (and 
partly as a consequence) return on assets and salary per employee were higher. Other aspects 
of participap.ts such as the age of the r.nterprise and the micro-entrepreneur, martial status, 
educational level and whether the micro-enterprise is the main source of support for the 
household have not shown significant change. However, as part of the shift toward micro
enterprises of smaller size, a much larger portion of PROPESA's clients are now women (about 
40 percent in 1990 and 1991 as compared to about 20 percent in 1988 and 1989), and there have 
also been marked changes in the economic activities of micro-entrepreneurs (e.g., increases in 
food and retailing and decreases in shoes and leather products, furniture and wood products, and 
metalworking and mechanical products). 

The main reason for these significant changes in PROPES A 's clientele was the introduction of 
group loans in 1990. This type of loan has not only grown rapidly but has also provided 
PROPES A with an important new market niche in which it has achieved much lower rates of 
loan delinquency than for its traditional individual loans, as shown later in this report. In fact, 
the success of PROPES A 's group lending has reached the point that the discontinuation of 
individual loaps has been under consideration. 

2 

I 0..' f __ 



New 
Month Individual 

Loans 

April 27 

May .. 

June 24 

July 15 

August 46 

SepteInber . 

October 53 

November 

December 34 

New 
Month Individual 

Loans 

April 426 

May •.·• .• ·.···418··· 

June 381 

July ···345 

August 355 
.. 

September 375 

October 399 
....... 

November.· 413 

December 310 

Source: PRO PESA 

Table 1 

PROPESA Loans Disbursed Each Month 1991 (Pesos) 

Number of Operations Amounts 

Follow-on New Follow-oil New Follow-on New Follow-on 
Individual Group Group Total Individual Individual Group Group Total 
Loans Loans Loans Loans Loans Loans Loans 

57 64 89 237 3,205,463 9,398,772 2,593,758 12,385,155 27,893,148 

···········9.789,355>· i9,8~8;23'7< 
... ... . 

56 ···.·.·129 380 •·•· •. 2,532.706··· 9749424< .·.4L929,722 , "' ! ..... 

58 50 104 23/l 2,583,465 10,934,454 2,434,834 12,012,436 27,965,189 

14,685.l9i·. 
. .......... 

73 269 155· .. 512 1,682,%2 14,451,232. 17,03f,278 ... 47,850,664 
... . .. 

64 229 276 615 4,853,686 14,543,243 13,892,497 35,301,833 68,591,259 
.. . ...... " 

45 277 ···220··· 5,353.63~ 8,78(i.526 17 ,83.~.8~3 ·.i •.• ·26~?68~~4(} ••• ··· ····S8~941,994 

64 270 348 735 6,958,337 12,311,678 15,991,780 41.618,918 76,880,713 
.. 

68 ····274 ·402 . .·.·798 6;178.591 15,236;366 20,410.'175 53.247;5«.··. .. ···<··95373·276 
.. . ... .. ... :::;.;.<.:\:<:; ... :.;.: ... ,::.'.:.,:: ..... : .... :..:.::-::::-.,: .. ..... '-:. '. , 

75 184 543 836 4,647,837 14,920,432 12,653,047 68,300,515 100,521,831 

PROPESA Loans Outstanding at End of Each Month 1991 (Pesos) 

Number of Operations 

Follow-on New Follow-on 
Individual Group Group 
Loans Loans Loans 

533 182 442 

537 .. 290 ·471 
.. " . 

547 336 469 

··544· 499 <478 

551 614 579 

546 757 . 
.... 

·····.697 

547 791 865 

555 766 .L064 

507 618 1,282 

New 
Total Individual 

Loans 

1583 30,823,284 

1716 .. 30,193.073 
1733 29,189,202 

1866 27,255, 113 

2099 28,314,390 

2375· 29,937.727 

2602 32,619.581 

·····:2798 34,03(;021 

2717 25,245,951 
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Follow-on 
Individual 
Loans 

Amounts 

New 
Group 
Loans 

Follow-on 
Group 
Loans 

Total 

69,103.959 5,406,913 27,804,478 133,138,634 

76,140~ 1@>< h,090;j?Si~2.t()$,06i<l45,528,691 . 
71,943,807 13,500,064 35,990,367 150,623,440 

. . . .. ' ..... . 

73~108,843 · ••. ·19,()53i469 .29.9~7)272>149,484,697 

77,622,915 24,088,713 49,333,397 179,359,415 
. . .. ............ 

75,444;979 26,286.211S3.6gQ.3:fl ··185,3.59,248 
.... 

76,031,505 26,666,998 69,014,488 204,332,572 

73,244,394 25.879,534 104,283,387 228,653,266 



Table 1 indicates clearly the major changes in the composition of PROPESA's loan portfolio, 
and hence in the composition of its clientele, during 1991. With respect to loans given out each 
month, the number of loans to individuals has grown somewhat during the course of 1991, as 
have the amounts disbursed, but it is for group loans that the numbers have increased 
dramatically. The number of loans to newly-incorporated groups averaged less than one hundred 
each month in the second quarter of 1991, but increased to an average of well over two hundred 
per month during the second half of the year. At the same time, the amounts disbursed to 
newly-incorporated groups have increased from well under $10 million pesos per month in the 
second quarter of 1991 to the vicinity of $15 million pesos each month in the second half of the 
year. Loans to groups that have already received at least one loan have increased even more 
dramatically: from slightly more than one hundred loans given out and less than $20 million 
pesos disbursed each month during the second quarter of 1991 to more than four hundred loans 
and more than $50 million pesos per month by the end of the year. 

These changes in the composition of clients served and amounts disbursed each month are, of 
course, reflected in a major change in the distribution of PROPESA's portfolio of outstanding 
loans, as also shown in Table 1. For individual loans, the number of new individuals in the 
portfolio has remained in the range of three to four hundred, and the amount of the portfolio of 
such loans has remained in the range of $25 to $30 million pesos. Likewise, the number of 
individuals in the portfolio who had already received at least one loan remained at a level of 
about fi'/e hundred, with $70 to $80 million pesos for the amount of such loans outstanding. 
On the other hand, the number of new groups in the portfolio increased from around two 
hundred to well over six hundred, and the amount of such loans outstanding from around $5 
million p~sos to more than $25 million pesos. Even more dramatically, the number of groups 
in the portfolio that had already received at least one loan increased from around four hundred 
to well over one thousand, while the amount of such loans in the portfolio increased from around 
$30 million pesos to over $100 million pesos. 

As noted above, this dramatic change in the composition of loans disbursed and in the portfolio 
of loans outstanding has caused PROPESA's management to question whether it would be better 
to focus all its efforts on group loans. The main potential advantages of group loans are well 
known: (1) possible economies in transaction costs for both lenders and borrowers by reducing 
the number of independent transactions; and (2) possible improvements in loan repayment 
performance because of the group's joint liability. For PROPESA, it has not been possible to 
measure differences in transaction costs between individual loans and group loans, primarily 
bec:li.!se of the way the work of PROPESA's credit analysts is organized (i.e., by geographic 
areas rather than by type of loan). Nonetheless, it is possible to say, as discussed in greater 
detail later in this report, that loan recovery perfonnance has been much better for group loans 
than for individual loans. 

The apparent superiority of group loans does not mean, however, that PROPES A should 
necessarily give up individual loans. It should only do this if individual loans are, in 
themselves, unprofitable -- either because they generate losses once all costs (including loan 
delinquency) are taken into account or because they interfere with the more profitable business 
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of group loans. In making this decision, two important points should l.Je noted: (1) as shown 
above, PROPESA's individual loans and group loans appear to represent two distinct market 
niches; and (2) group loan programs of other institutions and in other countries often run into 
serious difficulties if groups are not correctly formed around significant and on-going common 
benefits for the group but instead are created for the sole purpose of taking advantage of a group 
loan program. 

PROPESA's Impact on its Clients 

In the design for the evaluation of the impact of PROPES A 's program on its micro-enterprise 
clients, special attention has been paid to selecting an appropriate control group for the 
evaluation. As noted most prominently by Kilby and D'Zmura in Searching for Benefits but also 
by other evaluators, the results of many micro-enterpri3e evaluations are not credible because 
the control group used for comparison with the beneficiaries of the program is not truly 
comparable but rather suffers from serious selectively bias. In particular, if the micro
enterprises in the control group are selected randomly while the micro-enterprises participating 
in the prognm to be evaluated have been carefully selected for their probability of successful 
performance according to the criteria to be used for evaluation -- as should be the case if the 
implementors of the program are behaving rationally and the evaluation criteria have been 
chosen properly -- then the micro-enterprises selected for the program should perform better than 
the control group even if the program has no (or even a negative) impact on its intended 
beneficiaries. To avoid such bias, the control group for the evaluation of PROPESA's impact 
is composed of micro-enterprises that were selected by PROPES A for its program but 
subsequently chose not to participate. It is, of course, possible that the reasons that the micro
enterprises in the control group choose not to participate in PROPESA's program are related to 
the probability of successful performance according to the criteria used for the evaluation, but 
there is no obvious reason that this should be the case. 

Non-response and biases introduced by interviewers are the other main sources of statistical bias 
in interview-based evaluations. In the present evaluation, the beneficiaries of PROPESA's 
program continued to be interviewed by PROPESA's loan officers who were responsible for the 
recovery of existing loans and the subsequent extension of new loans, so that non-response was 
not a problem. Moreover, since the information collected in the interviews would be the same 
infomlation that would be used to evaluate the beneficiaries for further loans, the loan officers 
undertaking the interviews had an incent~ve to assure that responses were as accurate as possihle. 
In addition, tht: results of these interviews were closely monitored by the fmn contracted to 
undertake the evaluation of PROPES A 's impact. 

For the control group, to minimize the possibility of bias introduced by interviewers, the 
interviews were carried out by the firm contracted to undertake the evaluation of PROPES A 's 
impact, in case a reason for the micro-enterprises in the control group to decline to participate 
in PROPESA's program was a bad relationship with the potential loan officer or any other 
negative perception of PROPES A and its program. Non-response could have been a potential 
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source of bias for the control group, since only 85 of the 119 micro-enterprises selected for the 
control group could in fact be interviewed. However, of the 34 control group micro-enterprises 
selected but not interviewed, only 7 refused to be interviewed (the usual source of non-response 
bias) while the other 27 simply could not be found (e.g., the micro-enterprise had moved and 
could not be traced or the owner had died). 

In the process of obtaining infonnation from the control group micro-enterprises, two further 
checks were perfonned: (l) the finn's interviewers did not have access to the infonnation 
previously obtained by PROPESA's loan officers, but when the two sources of infonnation were 
subsequently compared, no significant difference were found; and (2) the characteristics of 
micro-enterprises in the control group (e.g., assets of the micro-enterprise and type of economic 
activity, and age, ~ex, martial status and educational level of the micro-entrepreneur) did not 
differ significantly from the characteristics of PROPESA's micro-enterprise beneficiaries. In 
addition, to avoid the well-known problem of inaccuracy due to asking the micro-enterprises 
interviewed to recall data from far in the past, the data collected (e.g., on sales and purchases) 
pertain only to the month of the intl:rview, with appropriate adjustments for seasonality. 

The main finding with respect to the micro-enterprises in the control group was a lack of 
economic progress from the time of the initial interview to the time of the final observation. 
The two basic criteria used to evaluate the impact of PROPESA's program were the increase in 
value added and the increase in employment provided by the micro-enterprise. With respect to 
value added, the control group showed a slight decline on average (from $710 to $595), but this 
decline was not large and consistent enough to be statistically significant. Nonetheless, because 
assets of the micro-enterprises in the control group increased, albeit not significantly, the 
combination of this factor with the decrease in value added led to a significant decline in return 
on assets for micro-enterprises in the control group (from 31 percent to 13 percent). With 
respect to employment, the micro-enterprises in the control group showed, on average, a decline 
in the number of workers employed (from 1.35 to 1.34), in the total wage bill (from $176 to 
$168) and in the wage rate (from $126 to $120), although none of these changes was statistically 
significant. Moreover, when the control group of micro-enterprises was broken down according 
to the various categories used in the evaluation (e.g., type of economic activity and age, sex, 
martial status and educational level of the micro-entrepreneur), there were no statistically 
significant changes in value added or employment. Finally, it is important to point out that the 
mediocre perfonnance of the micro-enterprises in the control group reflects a similar 
perfonnance by the overall Chilean economy during 1990 and early 1991, as mentioned in the 
next section of the report in the discussion of PROPESA's problem~ with loan delinquency. 

Because PROPES A 's interest rates on loans are fully at market levels and because training is 
paid for largely by the recipients, no significant subsidies are transferred to the beneficiaries of 
PROPESA's program. Consequently, the ability of PROPESA's staff to select clients that 
potentially can benefit from credit and training, and not the transfer of subsidies, is crucial for 
the positive impact of PROPESA's program on participating micro-enterprises. Given the 
perfonnance of the micro-enterprises in the control group, to show a positive impact of 
PROPESA on the micro-enterprise participants in its program requires only to show increases 
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in value added and employment and their significance. Moreover, the analysis showing this 
covers all 524 micro-enterprises that were in PROPES A ' s program at the time the evaluation 
was initiated, so that sampling bias cannot have been introduced by any systematic inclusion or 
exclusion of particularly successful or unsuccessful micro-enterprises that were in the program. 

For each of these 524 micro-enterprises, there is an initial observation corresponding to its 
condition at the time of its selection for participation in the program, and there is a second 
observation one year later for those 333 micro-enterprises that had been in the program for at 
least one year when data collection for the evaluation ended. For those micro-enterprises that 
entered the program early enough, there is a third observation at the end of their second year 
of participation (171), and for some there is even a forth observation at the end of the third year 
of participation (47). This time dimension of the analysis helps to show whether PROPESA's 
impact diminishes or increases with the length of time in the program, although the declining 
number of observations for additional years of participation reduces the likelihood of statistical 
significance. 

The main finding from the evaluation is that value added for PROPES A ' s clients increased 
substantially during their participation in the program (from $621 to $903 on average), that the 
impact was especially significant in the first year (from $621 to $778 on average), but that the 
year-to-year changes beyond the first year were not statistically significant due to the smaller 
sample size and the smaller increments in value added. For employment, the effects of 
PROPESA's program were also positive as all the key indicators had increased significantly by 
the end of the third year of participation: the number of workers employed from 1.48 to 1.92 
on average, the total wage bill from $143 to $240 on average; and the wage rate from $118 to 
$200 on average. However, the increase in the number of workers was not significant until the 
third year, and the increase in the wage bill only became significant by the second year, so that 
just the increase in the wage rate was significant in the first ye?-:. Nonetheless, this pattern 
should not be unexpected, as employers nonnally respond to improved business conditions by 
first increasing the wage rate and only later by increasing the level of employment. 

Another interesting indicator of the success of PROPESA's program is that participating micro
entrepreneurs increased the proportion of their incomes that they reinvested in their micro
enterprises and decreased the proportion that they took out as dividends for consumption or 
investment in other activities. This result was neither planned for as part of the program nor 
encouraged by PROPESA's management or loan officers, but it clearly indicates the increasing 
attractiveness with which the micro-entrepreneurs participating in the PROPES A program view 
their micro-enterprises, and as such a finding is clearly worthy of further investigation. 

In order to identify as precisely as possible differential impacts of PROPESA's program, 
participating micro-enterpiises were separated according to the following characteristics: 

sex of the micro-entrepreneur; 

marital status; 
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whether or not the micro-entrepreneur was the main source of support for the 
family unit; 

educational level; 

type of economic activity of the micro-enterprise; 

whether the loan was an individual or a group loan; and 

whether or not training was provided along with the loan. 

For each of the first three categories (sex of the micro-entrepreneur, marital status, and whether 
or not the micro-entrepreneur was the main source of support for the family unit), 
PROPESA's impact on participating micro-enterprises was positive and significant, and there 
were no significant differences in the strength of the impact between each of the different 
categories. However, the positive impact of PROPESA's program on value added was not 
statistically significant for all levels of educational attainment or for all types of economic 
activity, largely because of inadequate sample size for certain categories. More importantly, the 
impact of PROPESA's group loans and PROPESA's training was positive but not statistically 
significant, again mainly because of small sample size (e.g., there were only 15 micro
enterprises that received both credit and training). Because of the substantial operational 
importance of differences in impact between group and individual loans and between loans with 
and without training, further evaluation is clearly essential -- whether carried out by an external 
evaluator or by PROPES A itself. 

Subsequent sections of this report discuss PROPESA's operating costs and financial results, 
including especially the costs of loan delinquency. From the foregoing it is nonetheless already 
clear that PROPES A has had a substantial positive impact on its micro-enterprise clients and that 
this impact is not due to the transfer of subsidies to these beneficiaries. Two further questions 
thus remain to be dealt with in the remainder of this report: (1) whether PROPES A has been 
able to earn enough revenues to cover its operating costs; and (2) if not, if the positive impact 
of PROPES A on its clients is substantial enough to offset any losses that PROPESA may have 
incurred. 

PROPESA's Experience with Loan Delinquency 

A summary of PROPESA's experience with loan delinquency is given in Tables 2 and 3. First 
of all, it is important to note that PROPESA's key measure of loan delinquency, presented in 
Table 2, includes the total value of loans with overdue payments and not just the amount of 
payments overdue. The importance of using such a measure is that it immediately shows 
PROPESA's total exposure to losses from the failure of borrowers to repay their loans -- which 
is the total value of outstanding loans with overdue payments and not just the amounts overdue. 
The traditional focus only on amounts overdue, which is presented for PROPES A in Table 3 for 
comparison, can easily obscure the onset of serious loan recovery problems, and in fact there 
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are numerous examples of fmancial institutions that have used the traditional measure to 
minimize the significant of loan delinquency for outside observers such as government regulatory 
entities or international donor agencies. It is also important to note, as discussed in greater 
detail below, that PROPES A has over time reported its loan delinquency situation with 
increasing detail and, in addition, maintains highly detailed brwdowns of loan delinquency in 
its management information systems for analysis and subsequent treatment of loan delinquency 
problems. 

As shown in Table 2, loan delinquency had become a significant problem for PROPES A by the 
end of 1989 and continued to be troublesome throughout 1990 and well into 1991. In contrast, 
the traditional measure of loan delinquency given in Table 3 did not reveal significant loan 
delinquency problems for PROPES A until 1990, and the potential seriousness of the problem 
was never shown by this measure. Although it is possible to point to the slowdown in the 
Chilean economy during this period due to the uncertainties surrounding Chile's elections and 
the transition to a new government as the underlying source of PROPES A ' s loan delinquency 
problems, the life expectancy of financial institutions that rely on such explanations as excuses 
for poor loan recovery performance is notoriously brief. Instead, as pointed out in greater detail 
below, PROPES A undertook serious analyses of the internal sources of its loan delinquency 
problems and, based on these analyses, instituted strong measures to improve loan recovery 
performance. 

As indicated in Table 2, loans seriously in arrears (more than 30 days overdue) exceeded 25 
percent of the total value of PROPESA's loan portfolio during most of 1990 and reached more 
than 35 percent in early 1991. By contrast, the traditional measure of loan delinquency given 
in Table 3 barely reached 20 percent, and this was in April 1991 when PROPESA's loan 
delinquency situation had already begun to improve. The action program instituted by 
PROPESA's management, which is described in detail below, began to show results as early as 
March 1991, as the percent of the loan portfolio with payments more than 30 days overdue was 
brought down to less than 7 percent by the end of 1991, w bile loans fully on time exceeded 85 
percent. However, it should be noted that the dramatic improvements in loan delinquency 
registered in June and December are largely attributable to major write-offs of uncollectible 
loans in those two months, as described in the following section of this report, which removed 
such loans from subsequent calculations of loan delinquency. It is rather the steady progress in 
bringing down loan delinquency rates in virtually every month after February 1991 that is the 
true measure of PROPES A ' s ability to deal with its serious problems. As explained below, the 
substantial write-offs were an appropriate part of PROPES A ' s new and better approach to 
provisioning for uncollectible loans, but their impact on delinquency rates provides yet another 
warning of the care needed in interpreting the measures of loan delinquency that are often 
presented. 
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Table 2 

PERCENT OF PORTFOLIO WITH PAYMENTS OVERDUE 

Total Portfolio Individual Loans Group Loans 

Year Month On-time 5-30 days Over 30 On-time 5-30 days Over 30 On-time 5-30 days Over 30 
overdue days overdue days overdue days 

overdue overdue overdue 

1988 November· 0.0 

December 100.0 0.0 0.0 100.0 0.0 0.0 0.0 0.0 0.0 

1989 January. 98.5 1.5 ..... 0.0 985 1.5 
.. .. 

0.0 0.0· i.O.O·.·. 0.0 

February 86.5 11.8 1.7 86.5 11.8 1.7 0.0 0.0 n.o 
... .. 

March· 88.0 7~2 4.8 88.0 7.2 4~8 0.0 ·0;0 

April 85.1 6.4 8.5 85.1 6.4 8.5 0.0 0.0 

May 87.4 .. 3.7 .. 8;9· 87.4 3,7 8.9 .0.0 > (to 

June 89.9 4.5 5.6 89.9 4.5 5.6 0.0 0.0 0.0 

July 

August 

September 

October 

November 

December 72.3 8.8 18.9 72.3 8.8 18.9 0.0 0.0 0.0 

1990 January 

February 13.3 25.0 61.7 13.3 25.0 0.0 
.. 

Marcb ·····lOS·· . 25;1 ·64.0 10$· 25;7 0.0 

April 

May 64.7 9.0 26.3 64.7 9.0 26.3 0.0 0:0 . 0.0 

June 61.4 11.2 27.4 61.4 11.2 27.4 0.0 0.0 

July 68:9 6.8 24.3 68.9 6.8 24;3 0.0 0.0 

August 

September 

October 72.5 11.0 16.5 68.5 12.0 19.5 88.6 7.0 4.4 
.. 

November .69.7 9.:3 ·21.0 6205·· 10.5 ·27;0 ········92.6 ····5;4;··· 2.0 
December 82.0 7.9 10.1 
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Year Month On-time 

.. 

1991 January ·.5'U 

February 55.8 

March 57.6 

April 58.3 

M'ly 6t.6 

June 76.3 

July 77.S 

August 76.3 

September· 76.8· 

October 82.2 

Noyember.·· 80.9·· 

December 87.1 

Source: PROPESA 

PERCENT OF PORTFOLIO WITH PAYMENTS OVERDUE 

Total Portfolio 

5-30 days 
overdue 

6.7 

6.4 

7.1 

95 

12.2 

10.6 

6.2 

Over 30 
days 
overdue 

37.5 

·36.0··· 

34.6 

28;9 

15.8 

12.9 ... • 
11.5 

12.6 

11.6 
". . .: ... 6:~t·· ... .12.2· 

6.3 6.6 

On-time 

·48.7 

47.2 
.. 48.8 

50.0 

50.7 

70.7 

71.0 
69.2 

65.9· 

70.7 

69.0 

76.1 

11 

Individual Loans 

5-30 days 
overdue 

10.2 

7.5 

7.6 

8.7 

0.0 
8.9 

>IL6 
14.4 

14.0 

9.8 

8.6 

10.2 

Over 30 
days 
overdue 

.··41.1··· 

45.3 

43;6 

41.3 

···38.3 

20.4 

. 17.4 

16.4 

20;1··· 

19.5 

.22.4> 

13.7 

On-time 

Group Loans 

5-30 days 
overdue 

82.7 4.5 

86.4 . >.2.5 
86.5 1.8 

.... 86,46,1 

88.3 5.6 

.·90.7> ·4·9 
85.8 9.3 

·90;1 ·6.3· 

94.5 2.4 
..... ·91.5 :<5;4 ... 

Over 30 
days 
overdue 

14.6 

12.8 

11.1 

11.7 

•...••..•.. : •....•. ;. ............ < .:-.:..: ....• :-.: .. ; ....•.... 

75 
6.1 

.4.4 

4.9 

3.6 
3.1 

3.1 

1.1 95.5 3.4 



Year Month 

1988 November 
.. 

December· .. 

1989 January 

February 

March 

April· 

May 
·lune .. 

July 

August 

September 

October .. 
November 

December 

1990 January 

Febrtlal'Y . 
March 

April 

May 

June 

July 

August 

September 

October 

November 

I>t:cember .... 

Table 3 

AMOUNTS OVERDUE AS A PERCENT OF PORTFOLIO 

Total Portfolio 

5-30 days 
On-time overdue 

100.0 0.0 

100.0> .·0.0 

99.7 .3 

96.7 2.9 

95.4 3.3 . 
94.1 2;0 

92.8 2.4 

93.0 1.3 

89.4} ...... . 
:'<.';"." 

83.7 4.6 

3.9 

.. 

Over 30 
days 

overdue 

. .. 

0.0 
.. 

.4 

1.3 
3~9 . 

4.8 
5;7 •.. 

10.6 ..... · 

11. 7 

On-time 

100.0 
. . 

i·too;{) 
99.7 

96.7 

95.4 

94:1 

92.8 

93.0 

84,6 
83.7 

81.9 
81.2·· ····4,8·:.· ... · . 

14.2 

·14.0 
81.9 

81.2 

83.4 83.4 3.5 13.1 

". , ... ", 

.. ·7.2 .··88~0 •. 

8.8 85.4 
.. ·.10;8. . .... ·82~6 . 
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Individual Loans 

5-30 days 
overdue 

0.0 

0.0·· 

.3 

· .. 2.9 

3.3 

2.0 

4.8 
4.6 

3.9 

4.8.··.· 

3.5 

···3.4 

Over 30 
days 

overdue On-time 

0.0 0.0 

···.·.·0.0\············· ···.··<.\0.0 .. 

0.0 0.0 

.4 0;0 

1.3 0.0 

3.9 ···.0.0· 

4.8 0.0 

5.7 0.0 

11.7 0.0 

0.0 

0.0> 
13.1 0.0 

8.6 ···96~5 .. ·· 

. 

Group Loans 

5-30 days 
overdue 

0.0 

0.0 

0.0 

O.Oi 

0.0 
.. 
O~O 

0.0 

0.0 

·• ... ·0;0·· 
0.0 

.·.·.·2;3. 

92.6 5.4 

Over 30 
days 

overdue 

0.0 

.0.0· 

0.0 

0.0 

0.0 

0.0· 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

. 0.0 

0.0 

90;8< .i. i»,b. . ........ : ..... . 

. .1.2 

2.0 

4.3 . 



AMOUNTS OVERDUE AS A PERCENT OF PORTFOLIO 

Total Portfolio Individual Loans Group Loans 

Over 30 Over 30 Over 30 
5-30 days days 5-30 days days 5-30 days days 

Year Month On-time overdue overdue On-time overdue overdue On-time overdue overdue 

1991 January 79.9 5.1 15.0 18.6 4.8 16.6 85.1 6.3 8.6 

February 78;6 4.9 . tcfs 75.6 5.4· ·19.0 88.2 
.. 

8.7 
March 76.5 4.6 18.9 73.1 5.2 21.7 87.5 2.6 9.9 

.. 
April 75.2 4.3· •. • . ··.20;5 71.5 5.2 23.3 . 88.0 0.9 11.1 

May 78.4 2.6 19.0 72.2 3.5 24.3 92.3 .6 7.1 

June 88.0 2.2 9.8 8S~2 2.4 ·12.4 94.0···· ..... 
1.7 4.3 

July 91.2 1.1 7.7 89.2 1.3 95.2 0.7 4.1 
.. 

. August 90.8 2.4 6.8 87.4 2.8 95.4· ·LS 2.S 

September 90.6 2.5 6.9 86.3 3.3 10.4 95.8 1.5 2.7 

October 91.4 2.1 6.S 86.1 3.5 10.4 ··.97.Q 0.6 2.4 

November 91.1 84.5 4.1 2.1 

. Th!cember 93,8 88.6 2.8 . 0.8 

Source: PROPESA 
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As mentioned at the beginning of this report, PROPES A began to make group loans in mid 
1990, and, as indicated clearly by the figures in Table 2, loan recovery performance for 
PROPESA's group loans has consistently surpassed the performance of its individual loans. In 
only one month, January 1991, did the percent of group loans fully on time fail to exceed 80 
percent, and in this month the comparable figure for individual loans was less than 50 percent. 
During the early months of 1991, the percent of PROPESA's individual loan portfolio with 
payments more than 30 days overdue exceeded 40 percent, while the maximum for group loans 
never reached even 15 percent. By the end of 1991, more than 95 percent of group loans were 
fully on time, with only I percent more than 30 days overdue, while the comparable figures for 
individual loans were less than 75 percent fully on time and more than 13 percent seriously 
overdue. Such figures are clearly of major importance for PROPESA's decisions about the 
future of individual loans relative to group loans, as discussed elsew here in this report. 

As noted above, for those periods when loadS with overdue payments have reached significant 
proportions, PROPES A has developed management information systems that have been able to 
pinpoint the sources of the problem and, on the basis of this information, to institute 
management techniques to deal with existing delinquency problems and to reduce future loan 
delinquency. PROPESA's management infonnation system can, in particular, produce fully up
to-date data each day on delinquency for its total loan portfolio (not only amounts overdue but 
also the total value of loans with payments overdue) according to the following categories: 

on time (less than 5 days overdue); 

5 to 30 days overdue; 

31 to 60 days overdue; 

more than 60 days overdue; and 

in legal collection. 

For analysis of the sources of loan delinquency and for actions to be taken, this information can 
be further broken down, on demand, according to the following characteristics: 

sex of the borrower; 

location (by comuna); 

the borrower's primary economic activity; 

stated use of the loan; 

number of prior loans from PROPESA; 
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source of funds for the loan; 

credit analyst responsible for the loan; 

whether it is an individual or a group loan; 

tenns and conditions of the loan; and 

schedule of payments due on the loan. 

In practice, the main characteristics of delinquent loans that PROPES A monitors continually are 
(in addition to how long overdue a loan is): whether the loan is an individual loan or a grrup 
loan and the credit analyst responsible for the loan. Delinquency patterns of individual as 
compared to group loans are monitored closely because the question of the extent to which 
PROPES A should focus on one type of loan or the other is continually under review as a crucial 
component of basic market strategy. The careful monitoring of the loan delinquency 
performance of each credit analyst is based on the fact that PROPES A has found that this is the 
over-riding factor in controlling loan delinquency. Moreover, based on perfonnance, credit 
analysts can receive incentive payments that increase their salaries as much as 50 percent -- or 
they can be transferred to other jobs or terminated. Nonetheless, other characteristics of 
delinquent loans are also maintained in PROPESA's management information system to provide 
the possibility of identifying other sources of loan delinquency and, consequently, implementing 
new management techniques to maintain loan delinquency at acceptable levels. 

PROPES A ' s ability to identify serious loan cf.elinquency problems expeditiously and to deal with 
them effectively can be illustrated by the actions that were initiated beginning in 1990. As 
indicated in the preceding discussion of PROPESA's loan delinquency performance, overdue 
loans in PROPES A ' s portfolio reached unacceptable levels during 1990. Because of 
PROPESA's focus on the total value of loans with overdue payments, rather than the traditional 
focus of considering only the amount of payments overdue, PROPES A was able to identify the 
onset of a significant increase in loan delinquency well before the amount of payments overdue 
reached unacceptable levels. 

The program to control loan delinquency that was implemented beginning in 1990 had several 
key elements: 

more restrictive loan repayment schedules; 

more frequent visits to borrowers; 

smaller initial loans; 

initiation of cosigner guarantees for individual loans; 

15 



procedural modifications to provide more rapid decisions for credit applicants; 

creation of a loan collection department to support the credit analysts in their loan 
collection efforts; 

contracting of a specialized outside firm to handle judicial proceeding against 
delinquent borrowers; 

more rapid assignment of delinquent loans to judicial collection (even before 60 
days) if prospects for recovery are thereby improved; 

surrender to PROPES A of mortgaged machinery and equipment by borrowers in 
partial (or total) fulfillment of payments due; 

development of a manual detailing effective loan collection procedures; 

re-assignment of aedit analysts, including a focus on smaller geographic areas; 

re-organization of borrower mes according to the credit analyst responsible; 

preparation of daily information for each credit analyst with respect to payments 
due and overdue from each borrower; and 

incentive payments to credit analysts according to their performance in loan 
collection. 

As discussed above, the results of this program can be seen clearly from Table 2, as loan 
delinquency rates began to fall early in 1991 and continued to do so throughout the year and 
approached acceptable levels by the end of the year. The slow but steady impact of PROPES A ' s 
action program on loan delinquency, except for the months of June and December when 
delinquency fell sharply due to the write-offs of uncollectible loans noted above, was not due 
to any slowness in identifying the problem but rather to the basic nature of the changes made -
- involving new ways of organiziug PROPES A internally and new approaches to dealing with 
all of PROPESA's clients and not just "getting tough" with delinquent borrowers. Given the 
nature PROPESA's action program, basically the changes listed above, and the maturity 
structure of PROPESA's loan portfolio, it would have been difficult to expect substantial 
reductions in loan delinquency in much less than six months. In any case, the greater focus on 
group loans and the reorganization of PROPESA's credit analysts and the procedures involving 
their contacts with clients, in addition to the other measures listed above, should have a lasting 
effect not only on PROPESA's loan recovery performance but also its ability to select and deal 
with clients from the Chilean micro-enterprise sector more efficiently. 
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PROPESA's Provisions for Loan Losses and Write-Offs 

As indicated by PROPESA's balance sheets and income statements (see Tables 5 and 6 below), 
there are three main types of provisions for losses. For all checks returned because of non
payment, PROPESA, like other financial institutions in Chile, is required to make a provision 
for the total amount of each check. However, a significant proportion of the value of these 
checks is eventually recovered, so that PROPES A 's financial statements also show a significant 
offsetting income entry. In addition to provisions for losses on loans, PROPESA's fmancial 
statements also have a significant category of "other" provisions which are mainly amounts due 
to employees but also include somewhat smaller amounts of miscellaneous provisions. In any 
case, provisions for uncollectible loans are the most important category of provisions and will 
be the only category considered in the present analysis. 

The development of PROPES A 's approach to provisions for la:lfl losses can be divided into three 
periods: (1) from January 1989 to July 1990; (2) from August 1990 to May 1991; and (3) from 
June 1991 to the present. In addition to provisions for losses on loans, it is also necessary to 
consider PROPES A 's loan write-off policy , which was developed at the end of the second period 
and further refined during the present period. As a result of these developments, criteria for 
providing for loan losses have become more precise and conservative to insure that provisions 
are created and uncollectible loans are written off in a timely fashion. 

Loan loss provision policy for the first period, from January 1989 to July 1990, was determined 
at the initiation of PROPESA's operations in late 1988, when it was decided to follow a policy 
of provisioning the equivalent of 5 percent of the outstanding loan portfolio against losses. As 
Table 4 indicates, provisions grew slowly during the first period, from $437,624 pesos in 
January 1989 to $3,927,225 pesos in June 1990, always representing at least 5 percent of the 
loan portfolio. Since PROPES A only granted loans to individuals during thh: period, provisions 
reflected expectations of loan repayment behavior by individuals. 

As indicated in the preceding section of this report, a significant worsening in PROPESA's loan 
delinquency became apparent during 1990, and this led to a decision to change the policy for 
loan loss provisions in August 1990 to keep them more in line with the increasing proportion 
of overdue loans. The months of August 1990 through May 1991 thus represent the second 
stage in the development of PROPES A 's loan loss provision policy. During these months there 
was a significant increase in provisions for loan losses, as shown in Table 4, as the percentage 
of the loan portfolio to be provisioned was increased from 7.1 percent in December 1990, to 
10.5 percent in January 1991, and 12.2 percent in February. From February through May, 
provisions remained fairly stable at approximately 12 percent of the loan portfolio. In addition, 
it was during this period that group loans were initiated and the methodology for such loans was 
dcfi.,ed. 
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Year Month 

1989 January 
........... " ..................... . 

.. ············>RebrUary. 
March 

ArB p ... 

A\lgust 
September 

October 

November 

.. December 

January 

February 

March 

April 

. May. 

June 
.'<..j~y 

August 

..••.. September 

October 

November 

Fe~ruary 

March 

Apn1 
May 

June 

July 

August 

September 

October 

November 

•. December 

Suurce: PROPESA 

Table 4 

Provisions for Losses on Loans 
(Pesos) 

Amount 

437,624 

1,223.027 

1,447.656 

1.621,283 

1,~76,756 

1.621.283 

2,600,508 

2,795,041 

2,985.041 

3,245,000 

3.404,291 

3,699,084 

3,927,255 

4,675;091. 

5.547.049 

6;198,838 

6.664.894 

7,33i.721·· 

10.012,120 

13.256.031 

16,282~062 

15.920.207 

16,030.415 . 

16.330.330 

6,126,174 

5,276.886 

5,325,483 

4.940.822 

7,236,837 

8.690.242 

6,773;695 

Amounts Written Off 

Total Individual Loans 

10,209.388 . 9,502~7S8 

7.410.009 
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Group Loans 

", ";. < ....... : 

·· .. 706,630 

2,354,537 



Table 5 

PROPESA Year-End Balance Sheets 
(Thousands of Pesos) 

Current Assets 

.:::.·Gash·.·:·: .. ::.··· 
Sight Deposits 

:.T~ Deposits . 

Accounts Receivable 

<. <;Pr~f'aymeDtsto Suppliers' . 

Loan Portfolio 

····&IlllSO~. Time . 

Overdue Loans 

·'ioansin Legal <:oUectioo •• ·····.·:··· 

: FixCd Assets 

:<~quipIDent :.' .•.. .' 

>.<:Landand: Buildings 

[)epreciation 

Other Assets 

Total Assets 

Bank Loans 
:.:< ........... "," ", . 

/'AccountsPayable 

Provisions 

Bad Checks 

::()ther 

..... ; ..... :-. '," .,....: .. . 

Qthe~Liabilities (mortgage .loaD) 

.... . .. " .,' 

Net Worth 

; ..... ,';:'. . .. 

Total Liability and Net Worth < . . 
Source: PROPESA 

: 
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1991 

293.935 

····<14,280 .' 

24.833 

.·.11,960 

13.415 

490. 

8.719 

.: 109;227 

47.196 

·:· ..••. · .. 69, 142 

.... (7.111) . 

5.688 

408,850 

.. ·.254.928 ... ·:·· 

224.552 

14,103 

16.273 

4.5()() < 

2.273 

9,500 

.. 
31,689 

122.233 

408,850 

1990 1989 

168.821 63.072 

3,4~ 176 

7.055 3,448 

4,808 6,389 

12.812 1.038 
'. 

10 474 

140.242 52.010 

134,968 
: 

50,018 

1,461 823 

3.813. '.1,169 

17,Oll 12.651 

19.988 13.460 

0 0: 

(2.977) .(809) 

1.118 672 

.. 
186,949 76,395 

... 

)04,953 33.115' .. 

82.583 26.902 .. 

9,624 1,749 

12.746 4.524 

7,012 2.600: 

550 0 

5.184 1,924 .. 

0 0" 

81,996 43.220 

186,949 ·76,395 .. 



/bp~~~i~g···rn~ome ....•. 
........ . ...... . ........ ".', 

Technical Assistance ....... 

Recovery of Prior Write-Offs 

Interest on Investments ...... .... ..... . . . 

.l)~Jlt~~tic ~t1~tions ..... 
Foreign Donations 

Table 6 

PROPESA Yearly Income Statements 
(Thousands of Pesos) 

1991 

·.···.~8,312.·. 
)7,288 

79;480' .. 

1,554 

1,519 
....... 

59,2.17 

Mis~ . .Adjl\stments (e.g~, monetarycorrectioll)·· .. 

38,719. 

(10.616) 

>TotalReceipts 

...................... . ".' . .. 

{)p~rittirigExpenses 
.... E:mployee Compensation 
<.Rellt·· .. 

Services 

· .... ·~rnnce· 

... 1'ransportation 
.,' ' . .:' ",: . ," 

..Maintenance 

Materials 
.. ..... . 

.... Promotion 

Miscellaneous 

. Interest Expense 

.• Qtber Expenses 

Commissions 

1ep~~tion 
Provisions 

. Overdue Loaos' 

Bad Checks 

Other·· 

Source: PROPESA 

20 

104~379 

77,125 

1,222 

5,701 

983 

3,980 

2,745 

6,986 

.3,()29. 

2,608 

27,880 

2.915 

933 

3;~47 

22.110 

14.262 

2.273. 

5,575 

161,865 .. 

1990 1989 

.... . U,3()1 

4,06~ 2,t?4 ..• 
<55,113 8,997< 

0 0 

663 2,244 
.. 

32,036. . ..23,348 
25,892 26,249 

(8,258) (L.699) 

109,511 61,443 . 

48,352 26,051 

34,947 18,669 

2,503 942 

2,707 1,199 

166 ·335. 

2,163 1.124 

1,338 29'4-

2,641 1,830 

612 .821 

1,275 837 

23,107 5,024 

0 0 

1~559 1,110 

1,999 563 

7,680 3,I~7 

4,4U 2~313 .. 

550 0 

.2,719 884 

'82697. . .... , ... '·35,94$ 



During the third period, from June 1991 to the present, various additional changes were 
implemented in PROPESA's policy for loan loss provisions. There was also a change in 
PROPES A ' s loan write-off procedures, resulting in more timely writing off of bad loans. Before 
June 1991, losses from delinquent loans not consid'~red collectable were reflected in PROPES A ' s 
income statement through adjustments in provisions, but such loans continued to be carried in 
PROPESA's loan portfolio and hence on PROPESA's balance sheet. However, in June 1991 
loans considered uncollectible were written off in the amount of $10,209,388 pesos, which 
reflected loan losses not only for 1991 but also for the prior years of 1989 and 1990. As 
indicated in Table 4, this write-off caused the amount of provisions for bad loans to fall sharply 
from May to June, and, as discussed in the preceding section of the report, the equivalent fall 
in delinquent loans in PROPESA's loan portfolio gave the appearance of a major improvement 
in PROPES A ' s loan delinquency situation. Again in December it was decided to write-off major 
amounts of unrecoverable loans, this time $9,764,546 pesos. For the future, loans are to be 
written off on a month-by-month basis after all avenues of legal collection have failed, and the 
amount to be written off in 1992 is expected to reach about $4 million pesos. 

During the third period, the first change in loan loss provisions implemented by PROPES A was 
to fix the level of provisions at 20 percent for overdue loans and 40 percent for loans in legal 
collection, but without any distinction between individual and group loans. This was a 
significant change in PROPESA's loan loss provision policy from a given percentage of the 
whole loan portfolio to percentages that recognized the greater risk.iness of overdue loans and 
the even greater riskiness of loans in legal collection. This methodology was used from June 
through September 1991, and PROPES A 's loan loss provision policy was further refined in 
October 1991 when it was recognized that, although gruup loans had much lower levels of 
delinquency than individual loans, once group loans became overdue the risk of uncollectibility 
was much higher than for individual loans. In October 1991 the parameters for loan loss 
provisions were consequently adjusted to those that are still in use: 

20 p~rcent for individual loans with payments more than 60 days overdue; 

40 percent for individual loans in legal collection; 

40 percent for group loans with payments more than 60 days overdue; and 

80 percent for group loans in legal collection. 

The situation at the end of 1991 suggests that the amount of PROPES A ' s provisions for losses 
due to u!1collectible loans should be fully adequate. Against loans with payments more than 30 
days overdue of slightly less than $15 million pesos, PROPES A has provisions of approximately 
$6.7 million pesos. Moreover, the introduction of the present system of loan loss provisions and 
write-off has led to a charge against income of about $14 million pesos for 1991, thereby making 
1991 appear to be an unusually unprofitable year, as discussed in the next section of this report. 
Nonetheless, PROPESA's present system of provisioning against loan losses could be improved 
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further by making provisions against all categories of loans, including those less than 60 days 
overdue and even those fully on time, to reflect the probability of future non-recovery for each 
category of loans. 

PROPESA's Financial Statements 

PROPES A 's year-end balance sheets for 1989 through 1991, presented in summary fonn in 
Table 5, reveal an institution that is growing rapidly and is well capitalized. PROPES A 's main 
liabilities are short-tenn bank loans that are used to fund its loan portfolio, and traditional 
measures might suggest that these current liabilities are not adequately balanced by liquid assets. 
However, PROPES A has been able to extend or replace these short-tenn loans with no difficulty 
and, in fact, has several other potential lenders that appear eager to have PROPES A among their 
clients, because PROPES A is well capitalized and has been able Lo demonstrate adequate loan 
recovery to manage its liquidity effectively, but especially because these loans are covered by 
an ACCION-USAID loan guarantee program. Among the other aspects of PROPES A 's balance 
sheet worth noting is the purchase of a building during 1991 that is partly (conservatively) 
funded by a mortgage loan. Other major items on PROPESA's balance sheet that are discussed 
in detail elsewhere in this report are PROPES A 's loan portfolio and provisions, especially for 
overdue loans. 

PROPES A 's yearly income statements for 1989 through 1991, presented in summary fonn in 
Table 6, reveal an institution for which total receipts have consistently and substantially exceeded 
total expenses. However, a high percentage of these receipts is in the fonn of donations from 
both foreign and domestic sources, so that PROPES A is not currently self-sustaining in the sense 
of being able to generate adequate operating income to cover its expenses. It is not surprising 
that for 1989, the first full year of PROPES A 's operations when the organization and its systems 
were just being developed and the level of income-generating activity was still relatively low, 
operating income was far below expenses. In fact, during that year PROPES A 's operating 
income, primarily interest on loans but also including some income from the provision of 
technical assistance, was less than one-fourth the amounts received from domestic and foreign 
donations and covered only about one-third of PROPESA's total expenses. 

PROPESA's perfonnance during the next year, 1990, showed substantial progress toward self
sustainability, as might be expected from an organization that was developing an effective 
organization and efficient operating systems while growing rapidly in its income-generating 
activities. Operating income for that year exceeded the amounts received from domestic and 
foreign donations and covered more than two-thirds of PROPESA's total expenses. During 
1991, however, there was no further progress toward sustainability, as operating income was 
approximately equal to the amounts received from domestic and foreign donations and continued 
to cover about two-thirds of total expenses. Part of the explanation for the failure of 
PROPESA's perfonnance to continue to improve in 1991 can be found in the major increase in 
provisions for losses from delinquent loans, as explained in detail in the preceding sections of 
the report. Nonetheless, the major factor was a more than doubling of PROPESA's employee 
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compensation from 1990 to 1991, along with similar increases in certain other operating expense 
categories, without a commensurate increase in income-generating activity -- as shown in Tables 
5 and 6, respectively, PROPESA's loan portfolio and interest income each increased by less than 
50 percent from 1990 to 1991. 

The figures for 1991 suggest that PROPES A had prepared for a much higher level of income
generating activity that subsequently failed to materialize, and discussions with PROPESA's 
management confmn this conjecture. PROPESA had in fact anticipated much higher levels of 
lending based on increased funding from international development agencies and had 
consequently increased its staff substantially and incurred various other operating expenses, but 
this funding did not become available on a timely basis during 1991. The lack of timeliness on 
the part of international development agencies reveals one of the dangers of depending on such 
institutions in crucial ways. As indicated in the discussion of spreads in the following section 
of the report, PROPES A has moved to establish a wider range of commercial ties, especially 
with banks, to attempt to assure more timely sources of funding at reasonable cost. The main 
lesson for PROPES A from this experience is the danger of depending on sources of funds that 
initially appear to be low cost but may not in fact be so inexpensive in the long run when all 
aspects of cost are taken into account. 

The foregoing experience suggests that the possibility of continuing to depend significantly on 
donations to enhance total receipts and thereby filling the gap between operating income and 
expenc;es may not be such an attractive option. Even if it were possible to assure a steady flow 
of donations into the long run on a timely basis, securing a reliable and continuing flow of 
donations requires pleasing potential donors -- which may not always be consistent with 
PROPESA's basic objectives of providing financial services as efficiently as possible to as many 
micro-enterprises as possible. In addition, the monitoring requirements imposed by donors to 
insure that the uses of donated funds are consistent with donor objectives are often very costly. 
Both these points are addressed in the following section that discusses PROPES A 's spreads. In 
particular. to the extent that PROPESA's objectives are not to provide subsidies to micro
enterprises but rather to provide them with access to financial services, PROPES A should 
attempt to cover its costs through adequate charges and allow donor funds to be allocated to 
other activities that may in fact warrant continuing subsidies. 

PROPESA's Spreads 

As can be seen from Table 7 and the accompanying graph, the most notable feature of 
PROPES A 's spread between its weighted cost of funds and the weighted interest rate on its loan 
portfolio is the substantial variation over even short periods of time. These fluctuations derive 
primarily from fluctuations in the cost of funds, as the weighted interest rate on PROPESA's 
loan portfolio is relatively stable. However, this stability is not necessarily advantageous as it 
reflects a portfolio composed primarily of loans of three to six months' duration at fixed rates 
of interest -- which thereby exposes PROPES A to certain risks from fluctuations in the cost of 
funds. Although PROPES A is aware of these risks and has shortened its maturity structure 
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Table 7 

PROPESA Interest Rate Spreads 

Year Month 

1990 mid-August 

'-··:·::.;·.'<':::::·~~~A~gus~';: : ..... :;.,': •. , 
mid-September 

··etl(i-~ePte~ber 
mid-October 

.. end-October 

.. end~Decembet 

mid-January 

.. end-January 

mid-February 

. end-February 

mid-March 

.. ~rid-Mar~h 
mid-April 

. : end;'April 

··end:-June 

mid-July 

end;'July 

mid-September 

end-~~ptember 

mid-November 

.. end~November 

mid-December 

end;.December . 

Weighted Monthly 
Interest Rate for 
Funds' 

2.38 
···'···<i}7·:·· 

2.97 
.. . ... 

3.59/ 

5.63 
. -:' .; 

5:72· 

4.70 

4.36 

1.84 

L82 . 

1.26 

1.27 

.96 

1.75 . 

0.71 
0.89·· . 

1.58 

····1.82 

2.65 
. . ,' ".:' .......... . 

2.80< 

2.74 

2.74,< 

2.79 
.. ·2.55 

1.93 

,1.95 

2.05 
. . .... 

2.21·. 

3.19 

2.87 

1.83 

1.41 

Weighted Monthly 
Interest Rate on 
Loans 

5.63 
···;i14:· 

5.77 

S~83 

5.81 
.. ' ......... . 

6~OS 

6.16 

6ji 

6.01 

·5.97 

5.63 

5;57 

5.21 

5.05 

4.85 

4·66 . 
4.42 

··4.30 ..... . 
4.16 

AaS·" 

4.21 

.. ·.·4.37 

4.48 

4;61 

4.67 

.·.;4.64 

4.51 

·4.35 

4.35 

·4.51· 

4.69 

.4~79 

Spread 

3.25 
····:ii'7;. 

2.80 

2.:24 

4.67 

3.82 

4.50 
4.16······ 

2.59 

2.15 

1.51 
...... ,.' ' .... " .. 

·.1.38i·· 

1.47 
............ 

1.63·· .. 

Inte:-est rates for funds without explicit interest payments are imputed according to the following fonnulas: 
for own funds, the rate of inflation most recently announced by the Central Bank; 
for funds from the Inter-American Development Bank, the interest rate paid on savings deposits. 
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appreciably, PROPES A 's management thinks that it would be very difficult to market variable 
interest rate loans· to its clientele. This leaves two possibilities to deal with the risks from the 
mismatching of maturities: (1) attempt to reduce fluctuations in the cost of funds by lengthening 
funding maturities or by some other device; or (2) attempt to increase the average spread to 
compensate for the risk of maturity mismatching by either reducing the average cost of funds 
or by increasing the average interest rate on loans. 

With respect to the first option, it is important to note that a significant portion of PROPESA's 
funds comes from its own resources or from international development agendes, and the cost 
of these funds is therefore imputed rather than actually paid to an outside entity. (For its own 
funds, imputation is at the rate of inflation announced most recently by the Central Bank; for 
funds from the Inter-American Development Bank, it is the interest rate paid on savings 
deposits.) The imputation of these costs is essential for maintaining the value of PROPESA's 
equity, but the level and variability of these costs should not distract attention from the 
importance of interest costs actually paid to outside entities. In the past, PROPES A has focused 
appropriately on obtaining access to credit from commercial banks, but given its success in that 
endeavor it now needs to shift its focus more toward obtaining bank credit (or credit form other 
types of financial institutions) on the most favorable terms, including two dimensions -- interest 
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rates and maturities. The fact that PROPESA has at times curtailed credit from high cost 
sources indicates its awareness of the problem, but it might also want to consider obtaining 
better technical expertise for its cash management activities. 

With respect to the second option, PROPES A needs to increase its spreads not only to 
compensate for the risks from the mismatching of maturities but also to help cover its costs, 
especially since it continues to run losses. PROPESA seems to believe that it cannot raise 
interest rates on loans beyond the limits imposed on regulated lenders (e.g., commercial banks). 
In fact, however, it is not clear that these limits would ever be applied to PROPESA, nor is the 
issue borrower willingness to pay, as PROPES A already imposes fef!s that raise total costs to 
borrowers abcve the restricted level. Rather, the issue seems to be the possible adverse impact 
of higher interest rates on the image of individual members of PROPES A ' s Board of Directors -
- a not unreasonable fear for someone asked to volunteer time for a non-profit institution. 

With respect to the possibility of reducing the cost of funds, there is an ever-preseilt danger that 
PROPES A might decide to attempt to solve its problem in the short run by focusing excessive 
attention on obtaining subsidized funding from donors. In the long run, however, the 
dependency that arises from such a focus has been the undoing of many otherwise successful 
financial institutions, and in the case of PROPES A it is already possible to see the excessive 
costs imposed by the reporting requirements of international development agencies (as, for 
example, when these agencies insist on detailed reports on the use of their funds even though 
such reporting is totally arbitrary because of fungibility and does not deal with the basic issue 
of PROPESA's overall perfonnance). The most promising route to a lower cost of funds may 
be to seek to develop means of mobilizing funds directly from the Chilean public. Even though 
PROPES A is (correctly) not pennitted to accept deposits from the public without becoming a 
fully regulated financial institution, there may nonetheless be other mechanisms to achieve a 
similar result -- which would be especially beneficial if PROPES A could mobilize funds from 
its own borrowers through "deposit-like" instruments and thereby provide them with valuable 
liquidity services. 
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Conclusion 

Four main conclusions can be drawn from this evaluation of PROPESA: 

1. PROPESA's micro-enterprise support program has had highly favorable and significant 
impacts on PROPES A 's clients in tenns of the key indicators -- increases in value added 
and increases in wage rates and employment opportunities -- and, at the same time, 
PROPES A has come to reach a clientele of much smaller micro-enterprises, largely 
through the introduc~lon of group lending; 

2. PROPES A has confronted serious loan ctelinquency problems and, through the design and 
implementation of effective loan recovery techniques, has overcome these problems and 
emerged as a stronger institution; 

3. PROPESA has not yet been able to demonstrate that it can cover its operating expenses 
with operating revenues and thus continues to depend on donor funding, thereby implying 
the viability of PROPESA and the sustainability of its programs has not been insured; 
and 

4. The compalison of PROPES A 's benefits -- the value of the positive impact of its 
programs on its clients -- with PROPESA's costs -- the operating losses that it has 
sustained since the initiation of its operations -- yields an extremely favorable result with 
a rate of return of more than 200 percent, as calculated and explained in detail in the 
annex to the evaluation report. 

Because of the relative success of PROPESA, there are few major recommendations to be made 
except, perhaps, with respect to promoting PROPESA's long-run viability. In the long run, 
reliance on donor funds cannot, by definition, insure PROPESA's sustainability in the sense of 
enabling PROPES A to cover its operating expenses with operating revenues. In fact, heavy 
dependence on donor funding may even present a barrier to PROPESA's viability by imposing 
unnecessary monitoring costs and constraining PROPESA's behavior in ways that may prevent 
it from charging fully market rates of interest on loans or from seeking the most opportune 
sources of funds. With respect to sources of funds in particular, PROPES A should seek out 
every option to mobilize savings from its micro-entrepreneur clients, not only to secure 
additional funds for itself but also to become a complete financial institution that provides a full 
array of services to its clients, including the provision of liquidity services through savings 
mechanisms. 
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SUMMAR V 

There are very many pv~luatjons on Programs o~ support to 
mict"o entet"pr ises. In genet"al ~ such studies -focus on the 
progress o~ the supported micro enterprises. The main 
characteristic o~ the present evaluation is that, appart ~rom 
mpasuring that progress. supported micro enterprises have also 
been compared wjth non supported micro enterprises in order to 
determjne how they would have evolutjoned 1+ they had not 
recejved any support~ or In other words~ In order to measure the 
genuine e~f~ctiveness of the Program. 



I. INTRODUCTION. 

The Program of Support for Micro Enterpr1ses~ PROPESA~ was 
established in Sant1ago, Chi)e~ 1n 1988. 'It started operations 
during thR last Quarter of 1988 and Slncp then has furnished 
Sllpport In tet-ms of manager-ial ter.nical Ot-jent.ation and short 
term loans to n~arJy 3~539 micro urban busIness Rntrepreneurs in 
the Metropolitan Area of Santiago. 

PROPESA's purposes ar~ to contribute to urban micro 
enterpr-ises' pr-ogt-ess. 1his progt-ess 1S conceptualn:ed in tet-ms, 
of business scale expansions and better busIness management, with 
a consecuent increases In supported firms' Income genRration, 
larger employment. greater administratIon e~iciency and an 
lnr.rease in their stabllity. 

The pUt-pose of the ;It-esent evaluation is to advice PROPESA's 
Board of Directors and donors on the eficiency and effRctiveness 
to accomplish the purposes established in the Program. Due to 
this far.t. the evaluation of PROPESA is centRred on the 
achievempnt 0+ such go~ls~ concentrating on two essential 
purposes: the Income Increase of the assisted mlcro enterprIses 
and the operational sustainability of the Program. 

The evaluation"s ,-esults an:' very f",,"out-able to PROPESA. 
They can be desr.ribed briefly as follows: 

(1) lhe evaluation shows high effectIveness of the PROPESA 
pr-ogt-am. In m-det- to measur-e this effectiveness, the 
progress observed in the non supported micro enterprises was 
subtracted from the progress observed in assisted micro 
enterprises (the Program's beneficiaries). As such. the 
effectiveness of the Program measures the genuine result of 
it>s assistance to micro enterprises. 

(2) 

(3) 

In terms of economic efficiency, the operational costs are 
among the lowest -iil-the WDt-Id.' The use of t:eSO~t-ses to 
generate such goo-cfresuits is e>:tremely low~ -thus resuJting 
in c3 exceptionally high implicit inter'nal rate of return 
<gt-eater- than 2001.). ------- ----_. 

The financial informatiDn~ which is controled by external 
auditors~ evidences a very effIcient internal management of 
the or-qan i zat ion. -r he accoltnt i ng t-eC'or-ds show low medi LIm 

operational costs and, also, a very hlgh rate of portfoliO 
recDvery, even high during periods of economic hardships~ 
such as the second semester of 19YO. All of the monetary 
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va ll.lp!:t hc.we bpp.n pt·esented 1 n Uni ted Stated doll ars ~or 
i nt.et·n~t. i ona.l c:omp~r j son nUt POSE's. 

11. EVALUATION METHODOLOGY. ----------_ .. __ .. --- ------
'·he methodology applied to the present evalu~tion comprises 

the -followinCJ steps: 

Cl) Analysis o~ the evolution o~ PROPESA~s target group 
tht·ol.lghout thp. yeates of opet·at ion. 

(2) Analysis o~ a control group~ composed of non assisted micro 
enterprises~ so as to have a comparIson base to evalu~te 
PROPESA's e~fect on assisted micro enternrises versus the 
evolution on non assisted micro enterprises. 

(3) Analysis of the evolutIon of Slippot·ted micro entet·prises 
throughout the years of assistance they have received +rom 
the Pt·ogram. 

(4) Economic eva]uatlon of the Program~ whIch includes: 

(a) Effectiveness Evaluation~ measuring the increase in the 
income genet·at i on of sllppor-ted ml ero entet"pt- i ses versus 
non supported micro enterprises. In order to measure 
this income:> genet"ation inct"ease. the business income 
was IdentifIed with gross value added. If gross value 
added is plotted agaInst the micro enterprise's age, an 
inverted U shaped curve should be obtained (the 
Ii fecyc 1 e income Clu-ve). The gt·oss value added 1 i fe 
cycle curves for both types of micro enterprises are 
determined and their di~feren~e re~lects the Program's 
effectiveness throughout the entire li~e span of the 
micro enterprises. The income generated in the micro 
enterprise IS the main target that should be influenced 
(increased) by the Program"s action. Another benefit 
that was taken into consideration in the evaluation is 
the increase in the stock of entrepreneurship stemming 
from SIlPPOt"t to mict·oentet·pt"ises. Accordingly~ all the 

"income flow generated by these additional entrepreneurs 
IS a genuine benefit of the program. 

Cb) Efficiency Evaluation. which determines i~ the cost o~ 

generating the benefits detailed above is lower or 
greatpr than those bene~its. 



(5) Fln~ncia] eva)uati~n of th~ Pro~ram~ where thp key point js 

to vpri~y how ~~asible is thp growth of the Program o~ the 
~asl~ of operational seJ+-~in~nclng. 

Ill. THE EVAl.W·.TJON'S RESUL T8. --_._ .. __ ._---._--_ ... __ .... _. -----

A. PROPESA'S TARGET GROUP. 

ThR ~irst step of the present evaluation is to hrie~ly 
dRscrlbe PROPESA~s target group. so as to understand to whom are 
dIrected the Program"s e~~orts and as~istance. Throughout the 
ye~rs of Qperatjon PROPESA"s focus has shifted towards a greater 
emph~sls on sma1ler scaJe micro enterprIses which employ the 
hllmblesi: wDt-ker-s. The avet- .. ,ge micr'o enter-prise WhIr.h enters the 
program has 10 years of age~ which ~llows PROPESA"s assistance to 
have a posltlve effert dllt-ing 18 year·s. dup. to t:he fact that 
these micro enterprizes have an expected li~e span o~ 28 years. 
Thls is an adecuate age to acr.ept micro ente~prIses since they 
have already passed the initial high risk ph~se in which many of 
them ~ail to surVIve. 

In relation to the distrjbution o~ economic activities 6~ 

·he micro enterprlsRs that enter thR program each year~ in 1988 
the economlC actjvity of main importanc~ was metalmechanics,. 
WhlCh since then has der.reased in importance, while textiles & 
clothes. retaj}jng and ~ood have takRn ~ larger portion o~ the 
oper-ations. The incr-eaSlnl;! sllppor-t to these lattet- activities 
can be explained by two main reasons: 

(1) InCt"E:'asIng pc:wtlon Df cr-edlts given to solidary gt-oups, 
which are more concentrated in these activities. 

(2) A trend to support smallRr scale businesses~ which are more 
given to exist in these eC0nomic activities. 

When PROPESA started it's operations in 1988~ the Program>s 
target group had average totaJ assets per micro enterprIse of 
US$5.4'l1. By 1991, the target group had average total assets o~ 
US$2,077, which is 62X less th~n in 1988. The target group asset 
eVolutIon throughout the perIod of PROPESA's operations can be 
visua1ized in Graph No.1. 
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TARGET GROlJP ~ EVOLUTION 

G~'APH No.1 

ThE? t"u"qet gt"O\IP"s oper"~t.ionC11 r"esults 4 before support, 
decreased from an average 0+ US$704 in 1988 to US$494 in 1991. 
This rf."ducticm t"eflects slli",llc-'r" sc~le pr"edominance, since the 
return on assets among micro enterprlses entering the Program 
t"ose fr"om 1:5'l. in 1988 to ~4'l. in 1991 (spe I5r~tlh No.2). 

TARGE:f GROUP VALUE ADDED EVOLUTION 

1983 

~~lf ADIID 

GJ;:AF'H ND. 2 

l'm 19~1 



As t.hf.? F'rm).am ~ssls1s fLu-the,- sm~llp.t- businesses throLlghout 
t.he yp.c:-.-s~ ttlp nl.lmbpr of 
decreases (5e~ Gr~rh No.3), 
s~l~~y p~id per hired wor~et 

pmployee5. ppr selectpd +irm, also 
Clnd so does t.he wage bill, but the 
lncrpc:-sps (sep Gr~ph No.4). 

~~ICRO ENTERPRISE EMPLOYMENT 
2.4 .. 

0.4 

0.0J;...l!:~~~~~~~~~ww~~~~~~~~~L;.. 

[ ~ ium (f !mIRS 

GRAPH NCI.3 

SALARY PER WORKER EVOLUTION 
140 ..... . 

120 : : : : : : : : : : : . : : : : : : : : : .: ::: :':::.::':: ..... 

1%9 1990 19~1 

Gf':AF'H No.4 
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ThR averagp mIcro entrepreneur that enters PROPESA·. credit 
and tecnical a6sistance program is 40 ypars old, male, m~rried, 

main support of the family group and has an incompletp high 
school educational level. Throughout PROPESAPs years of 
operation the average age of selected micro entrepreneurs has a 
slight trend to increase. This is not the case of entrepreneurs· 
sex participation: Graph No.5 shows that the ~emale entrepreneur 
participation in the Program jncreases along time, starting with 
a 191. share In 1988 ann reaching ~ 41'- participation in 1991. 
the m~ritial statlls of the participants in the program is mainly 
married (86y')~ attribute that does not change significantly 
tht-ollghout. ttle pe>riod o-f oper-ation. In r-e]ation to the micro 
entrepreneur's position in the household, the majority of the 
pat-ticipant~ ar-e> the main sllppm-t of t.he family gr-oup, although 
the proportion of participants that are not the main support of 
the family has incrpased moderatedly WIth time, from 151. in 1988 
to 201. In 1991. Th~ last traIt to be examined is the micro 
entr-epr-eneur's edllcationa.l JevE'l. This variable tE'nds to 
maintain the same value throughout time. nam8ly, an incomplete 
high school J eveJ • 

MICRO ENTREPRENEUR'S SEX 

GRAPH No.5 

B. NON SUPPORTED MICRO ENTERPRISES' EVOLUTION. 

The evidence obtained from the control group shows no 
statistically significant progress for llnsupported firms and even 
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exhibits some slight deterioration. Ther~ are no signi-ficant 
ch,:lnge~ 111 thPH financIal indicators, pmp)c.1yment level, wagptlllJ 
and wag~ rates and thes~ result5 do not dl~~er i~ the data is 
br"okp.n iJoWn by sex!> mcH"ltiaJ st.at.lIs. household posltlon!t sectOt" 
of economIc ~~tlvlty or educational level. 

The control group IS ind~~d a sample of micro enterprises 
selected ft"om within the set of firms which Ot"iglnally would have 
t"eCel ven PROPESA' 5 SIlPPOt"t and 1 n whi C't.~ +Ot" ~omE' unknown t"eason~ 
their micro entrepreneurs were not interested in entering the 
Progt"am. In or"der" to detE'rminp ttlelt" evoll1tion tht"ollghout time 
wi thout t"ee 1 ev i nq any suppot"t -from the F't"oqram ~ these ml(:ro 
entr"ep,"eneltr"s wen? '"PlntervlPwen. "'her"e was a risk 0+ t"eeeiving 
bl ased answet"S -from non slIppor"ted ent rept"eneur"s ~ if they wer"e 
t"ei nter"vlewp.d by PFWPESA pet"sonnel. 10 avoid this danger" ECVES 
englneprs WE'rp th~ jnterviewers. In order to assure that both 
samples. the control grQup and PRDPESA's supported ml~rO 

entprprises~ stem from a same population di~ferent indicators o~ 
ent.p.t"rH"JSe t.t"aits wer"e compan=-°cl bp.tween bot.h groups. The 
variables taken lnto conslderatlon were tot~l assets. gross value 
c:\dded ctnd emr)oyment lE"w~ls. No st.e:ltlstirctlly signlf-ieant 
dif-ferencps wpr~ observed between both groups. It can be 
c.onc-luderJ \-tlC'tt the coni",-.-:d 9t(IIIf' and Pf,'fWESA's surrot"ted mlcn:-, 
enterprlseH 0rlglnat~ ~rDm the same populatlon. 

Table No.1 shows t.hctt non sl.Ippnt"ted husinessps' CLlt"rent. 
f-l>:e=od ann totecl assets gr"(:)"J throtlghouf: thE' pet"ic,d under" analysis 
(]L:88-1 941). bllt thE-H" gr"owt"h is not statistIccdl..,.. signif-ir:ant. 

CONTr;:OL Gf,:OUP EVOLUTION 

AVEfC:AGE VALUE 
J T E 1'1 . . 

INJTIAL FINAL 

CUR":ENT ASSETS 1,491.08 1,847.97 
FIXED ASSETS 4. Ci:!o7 • 24 5, t)39. 82 
TOTAL ASSE1S 6!1428.3:i 6~887.78 
VALUE ADDED 710.53 594.55 
r;:ETLI~:N ON ASSE.TS 31.00'/. 1~.52'/. 
NUMBEr;: m" E:.MF"LOYEES 1.35 1. 34 
WAGEBILL VALUE 176. 4~:; 16/.82 
SALAt-t:Y LEVE-"L 126.1E.1 120.19 

.-
TABLE No.1 

http:6,887.78
http:6,428.32
http:5,039.82
http:4,.937.24
http:1,847.97
http:1,491.08
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Grogs value added decreases on the average among non 
supported mi cro enterpr lSP-S, al though t hi s detpr iorat ion in t.hei r 
operational results is not &tatistic~lly significant (see Table 
No.1). The lower average value observed in the gr05s value added 
accounts to the ~act that many reinterviewed micro entrepreneurE 
had gone bankrup during the period examined, and as such their 
operational results were zero. 

lhe rpturn on ~ssets o~ the non assisted micro enterprises 
decreases, statistically signi~icanly~ throughout the years of 
undet" analysis. This f-~ct can bc! apPt"eciatpd 1n lahle No. I. 

In relation to the employment 
to be any changes in the ~ituation. 
observed in the employment level, 
rate value, but non o~ these 
signi~icant (see Table No.1). 

variables there does not seem 
Slight detpriorations can be 

the wagebill value and wage 
changps are statistically 

c. PROPESA'S EFFECT ON SUPPORTED MICRO ENTERPRISES. 

Graph No.6 shows that supported businesses~ assets grow 
rem~rkably throughout the years of assistance. The increase in 
the micro enterprlses~ total assets is of lOX during the ~irst 

yp.8r" of assi st ance and o~ ~:'Zl. and 5:-ZX dur" i ng t.he second and t hi rd 
year of assistance with respect to the original asset level (all 
three statistically highly signi~icant). 

SUPPORTED MICRO ENTERPRISRS ~lIT EVOLUTION 
6000 

5 000 

4-000 Et:~:~)~gl~: 
:3000 

~ooo 

GRAPH No.6 
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Asset increments concentrate in the second yeat' o-f Progr.am 
support (all three di-f+erences are &igni-ficant). In particular, 
current ~ssets grow ~astest initlally~ as most micro enterprises 
usu~lly iU"e severely shot't of, "working capItal"; this component 
levels o~-f rapidly, registering no signi~icant increases in the 
second and thlrd year 0+ 5upport. Fixed assets, on the contrary, 
though decreasing initally~ increase substancially (-3%~ 25% and v 

22% per annum) throughout the last two years of p~rticipation9 
having statistIcally signi.ficant rates for the lattet'. There-fot'e!, 
it can be stated with high confidence that PROPESA promotes and 
succeeds In leading supported micro entrepreneurs to adequatedly J 

expa'nd theit' pr-odLlctive capacity. 

Gross value add~d increases subst~ntially~ by 25% (and 
highly signifjcantly) during the first year of support; it keeps' 
growIng thereafter (not statiscally significant between years, 
but ~ighly Lignificantly with respect to the diagnosis right 
before support) reachinq a lev~l 45% higher by the end o-f the 
third year of participation (see Graph No.7). This fact evidences 
that PROPESA not only manages to stimulate a~d help increasing 
prodllctive capacity but also helps t() r-aise the gt"OSS income 
formation among supported firms. 

MICRO ENTERPRISE'S VALUE ADDED EVOLUTION 

GRAPH No.7 

On the other hand~ the return on assets of the assisted 
micro enterprises decreases throughout the years o~ assistance. 
This ~act can be appreciated in Graph No.8. As assets increase 
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at a· highet" rate than gross value added throughout the years of 
support, the return on assets rates dec rea.se , Tram an origi na) 
non supported level OT 27'- down to 21'Y.. Such a decrease is not 
sut"prising: it is in h~rmony with 60 large increments in tot~J 
assets and the principle oT decreasing marginal productivity 
(well ~ccounted in theory and empiric~l evidence). 

MICRO ENTERPRISE RE:rURN ON A~ EVOLlITION 
TJOJlOJT 1lE \{fRS (f ASSISTfKE 
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GRAPH No.8 

The gross valu~ added composition can be appreciated in 
Graph No.9. Although gross v~lue added increases enormously 
throughout the ye~rs o~ assistance, it~s composition changes 
slightly. It is worth mentioning that the proportion oT gross 
value added accruing to accountants is in Tact part oT the 
wagebill; though it is very neglegible, it has been ~riown 
separatedly in order to illustrate supported micro enterpt"ises' 
mod~rnization. The mIcro entrepreneur tend~ to reinvest more in 
his business as the support Trom PROPESA is extend~d: the net 
proTit reinvested increases in proportion while the micro 
entt"epn:mel.lt"·~ profit. withdt"awal ("dividends") decreases in 
proportion and the other components oT the value added maintain 
thei r shat"es. Slich small changes at"e suppot"ted onl y by poi nt 
estimates oT the respective proportions. 
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The initial numbet- of employees among micro eanterprises, 
be~ore they become Progr8m participants~ is on the average 1.48 
(see Graph No.tO); by the third year o~ support this average has 
grown up to 1.92 (statistically highly signi~icant). In fact, 
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this level h~s changed -IX 10 the -first year o-f support~ 13% in 
thE> second year of- liuppC'lrt ilnd J6·1. in the third year o-f liupport. 
There-fore. the bulk and signi~icant portion o-f the employment 
ef--fect materializes in the third ye~r of support. lhe evidence 
shows. signi-flcantly. that the s]ze of supported microenterprises 
grows not only in terms of assets and gross value added 
(production and sales) but also in terms of employment. In other 
war· ds. the Pt·oqram ef-fect s on suppet·ted f- i t·ms are increases in 
the productive capacity and in the current income formation 
jOintly with creation 0+ ~dditienal E>mploym~nt. 

Not all of the increment in gross value added ~ccrues to the 
participant entrepreneur. In~E>ed workers also share part of the 
Pt·ogt·am induced -ft·u its as the pet·centage chan·ge in the wagebi 11 
value is greater than the percentage change in the number o-f 
emp loyees. Gt·aph No.ll illustrates that the wagebi 11, a 
component of value added, inrreases by 19% in the f-irst year of 
support, by 12% in the second and by 26% in the third year of 
suppot·t (statictically significant accumulated diffet"ences). 

MICRO ENTERPRLSE WAGEBILL EVOLUTION 
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GJ;:APH No. 11 

As supported micro' enterprIses expand their business sizp 
and~ among some other things. hire additional workers, the wage 
rate increases very substantially right ~rom the beginning (see 
Graph No.12). From US$118, the average salary before support 
grows. statistically highly signi~icant)y. by 26% in the first 
year of support <year 1989); it decreases ~lightly (but not 
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signi~ic~ntly) by 4X in the second year (1990, which comprises 
the main time span o~ thp Chilean 1990-1991 mini recession). and 
Increases by 40l in the thIrd ye~r (lY91). 

MICRO ENTERPRISE WAGE RATE E·VOLUTION 
'fRI)JJOJT 1lE ~ (f ASSISllKE 

GRAPH No.12 

VALUE ADDED EVOLUTI(,N VS-MICRO ENTREPRImUR'S SEX 

GRAPH No.13 

" 

~f 
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Gross value added response o~ supported mict"o ~irms, broken 
down by the pntreprenpur's SPX. is illustrated in Graph 13. 
Increases ~or males~ 23%, are similar to the increases ~or 
+emales, 24%. Both levels of gross value added, initial and 
~inal, are substantially and statistically signi~icantly larger 
+ot- m~les. Therefor-e, it is seems mot-e ef+eac:t\ve and, from the 
viewpoint of national t"f'?source allocation, more efficient to 
support male micro businessmen. This evidence suggests the 
existencp of a national trade o~f between efficient allocation of 
pt"odllcitive resotlt"ces and equity in income and wealth 
distribution by sex. In spite of thiS, PROPESA~s attention 
increasingly shifts toward female micro entrepreneurs. 

PRDPESA's tYPIcal partiCipant is married. Gross value added 
is significantly more responsive to Program support i+ the 
entn:?pt"eneut" is single (see Gt"aph No.14). Differ"ences through 
5t~ge~ are signi+icant whatever the marital status; however, 
being slgnificant the initIal difference through marital status, 
th~ final is not signi+icant. These results do not impair~ 
thereforp~ PROPESA's preference ~or married participants. 

VALUE ADDED EVOLUTION VS. MARITIAL SfATUS 

GRAPH No.14 

The Program attends mainly those entrepreneurs who are main ~ 

supp.m-t for the] t" f-ami I y. Gt-aph No.15 illustrates that gross 
value added has larger changes in its magnitude if the 
entrepreneur is not the main support for his family (51% versus 
19%), but it reaches higher level if he is the main support. The, 
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dii=ofen~nces in gross valuE' added levels th"ough stages are highly 
signlfic:t3nl; thr·ough hOLlsehold position, the initi~l levl?16 are 
sign:ii=icantly di~-ff-p.rl?nt. but the .final ones are not. Same as in 
the ca~e of m~rjt~l 5t~tU5, the eVldence does not reject 
PROF'ESA~ s prefet·enr.e -fo,· ent t·epreneut·s who at'e ma i n support oof 
t hI? -fam i I y. 

GRAPH No.15 

The Pr6gram mainly assists micro enterprises whose economic 
activities are ceramics~ -food, retailing, leather & shoes, wood & 
furniture~ metalmechanics~ jewlery ~nd textiles & clothes. 
Graphs No.16 and No.17 illustrate point estimates OT the value 
added changes due to PROPESA~s assistance in relation with the 
micro enterprises~ economic activities. The Tinal levels Tor 
gross value added are significantly larger than initial ones in 
sectors related to textiles & clothes~ jewlers and leather & 
shoes; and are not significantly smaller (although the point 
estimates are so) than initial value added in agriculture and 
paper & cardboard; these app~rently rlecaying business lines have 
very few observ~tions, in ~~ct they are, respectively~ 1 and 3. 
Metalmechanics, wher~ there are quite numerous (42) ;inal 
observations show non significant change in gross value added; 
and retailing. with 51 final observations. is a subsector that 
shows very small gross value added and no significant change 
whatsoevE."· • 
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VALUE ADDED VS. ECONOMIC ACTIVITY 

GRAPH No.16 

111
1600 
1400 
1200 
1000 
BOO 

It"';:~~:'~ 600 
. 400 

VALUE ADDED VS. ECONOMIC ACTIVITY 

GRAPH No.17 
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PROPESA's average micro entrept"enew" has an incomplete high 
school educational level. Graph No.18 relates the behaviour o~ 

gross value added when plotted against the mict"o entrepreneur's 
educational level. It can be appreciated, broadly, that 



17 

according to point estimates higher educational levels m.tch with 
larqer value added among the Program's partlcipants. It is 
PROPESA~ 5 mer it to h.iWe average mi ero ent rept"eneurs with 
,"elatively high sch()oling while the typical micro entreprenller 
does not reach such high educational standards. 

VALUE ADDED VS. EDUCATIONAL LEVEL 

GRAPH No.18 

Graph No.19 pictur~s gross value added levels and the type 
o-f SUppOt"t pt"ovided by PROPESA!, that is 'to say, i-f the micro 
enterprise h~s only received credit assistance or has received 
credit and management technical orient~tion (MTO). The e-f-fect on 
value added~ according to point estimates~ is the same ~or micro 
enterprises that receive both credit and management technIcal 
orientation or only credit~ namely~ 23%. However, there are 
signi-ficant di~-ferences in the average o-f gross value added 
between participants receiving credit cum managerial orientation 
and those receiVIng mere credit!' both in the initial and -final 
stage o-f observations. There is scarcity of obs~rvations among 
micro entrepreneurs that received credit and managerial technical 
orientation to draw any conclusions. 
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PRUPESA gives ~inancial ~ssistance to micro enterprises 
through two types of credlts~ idividual loans and solidary group 
Joans. The individual loan consists on a credit given to one 
particular micro entrepreneur~ while the solidary group loans.are 

V ALUE ADDED EVOLUTION VS. TYPE OF CREDIT 

Gf'~APH No. 20 
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loans given to a group o~ micro entrepreneurs in which each is 
refiponsible 0+ pach othprs payments. The 6Pcond type of loans 
have lower costs ~or PROPESA in terms of administration costs and 
portfolio recovery. As can be appreci~ted in Graph No.20 
individual loans show a substancial increase in income generated 
(gross value added) upon receiveing the Program's suppDrt. The 
increase is statistically highly significant. This is not the 
case wi t.hi n the set of sol idat-y group) oans, where the poi nt 
estimate of the mean increases, but the change is not 
statistically significant. Furth~rmore, at the starting point, 
micro enterprises withln each set do not dif~er, statistically, 
in terms of gross value added. Whet-eas. after receiving support, 
the individual loans set reach Significantly larger gross value 
levpls th~n the solid~ry group set. 

In the preceeding paragraphs the response of gross value 
adcled (Cimong pat-ticipants) with t-~spe,-t to different supposedly 
relevant factors was examined one by one. It is important to 
assess how t-elevdnt at-e all of ttlem together and WhlCh o-f them 
might not add much explanatlon over and above what others do. For 
these purposes a multiple regression an~lysis was done. 

rhe examlned model relates a linear regression between the 
c:r.",nges in gt-oss vallie added (Y'l' to years o~ entr~pt-eneut-'s 

pxperlence (Xl" ye~rs of age 0+ thR micro enterprise (X 2 ). 
number of days of support (X~). ch~nge in the number of employees 
(X4', change i~ th~ total as~ets (X S,. sex (Xb)~ maritial status 
(X7)' household position (Xe', type of slippor-t --credit only 
versus credit- & management technical orjentation-- (Xq), type of 
credit --solidary group loan versus individual loa~-- (XIO)' 
entrept-enellt-~s educational level '--assuming the values I fat" 
incomplete ~asic , 2 ~or complete basic, 3 for incomplete high, 4 
for complete high, 5 for technical, 6 for incomplete univesity 
and 7 for complete university education-- (XII" productive 
sector --all sectors except for two, namely, retailing and 
services-- (X I2 ) and retailing sector (X I3 '. This regression was 
run with 603 observations. 

The results (-fully det~iled in the expanded report' showed 
fairly good outcomes: reasonable fitness (given that the first 
dif+erences were regressed)~ main explanatory variables 1 

coefficients as expected. There is consistency with the results 
of a productive -function. increases in total assets (capit~l) or 
in the number of employees (labour) have a positive relation with 
the change in gross value added. There is a positive relation 
between the change in gross value added and the time span of-the 
sLlppor-t given by PROPESA. As the educational level increases, 
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the changp in gross value added also increases. The change in 
gross. vall,p' added is great.er· for male. single and inidividual 
loan participants who only receive credit as th~ Program~s type 
c't support. ThE" coefficient for the mict·o pnter·pt-ise age is not 
statisr.ally s\qniflcant and it is negative which indicates that 
the older the mict·o enterprise the smaller the change in gross 
value adderl~ the same is applicable to the micro entrepreneur's 
experience. Ther-efor·e~ thF.' t-esults f-avcur fot·mal education 
rather than informal education (mere experience as worker). 

D. FINANCIAL EVALUATION OF PROPESA. 

In Appendix I are presented the detailed cash in~lows and 
cash outflows for the 20 years projected activities. These 
projections suggest that PROPESA faces no source ~or 

selffinancing~ because starting on the year 1992 the Program 
loses wor~dng capital (the final cash balance is negative). 
Consequently, the net pr·e.sent value is less than zet·o and the 
Program 1S not profitable. 

It is important to remark that the unableness to self 
fi nance operat i ng c05ts does not stem ft·om managet· ia 1 
inefficiency. In fact~ PROPESA's average cost per supported 
microenterprise falls ~rom US$401, when it attends 71 firms~ down 
to a miniml.ln of LlS$90 if jt attends 17.174 businesses per- yeat· 
and rises thereafter ~ smoothly~ up to US$100 if support reaches 
19,727 micro enterprises per annum. This is a typical average 
cost curve as ~een in Manaqement and Economics textbooks. Further 
interesting~ the average cost for 1993, namely, US$110 seems to 
be well below estimates for overseas programs (MEYER, 1991, p. 
j7), where such levels (not significantly different from 
statistical viewpoints) rank in the order of US$ 575 up to 
US$2,549. Comparative C05t efficiency of PROPESA might be larger 
because Chilean currency overvaluation leads to overestimate 
PROPESA~s operating costs when expressed in US currency. 

Non pro~itability or unableness to selffinance its activite~ 
stems ~rom two +acts: 

(1) According to current Chilean legislation PROPESA cannot 
raise its own lending interest rate because it would exceed 
the maximun conventional interest rate set by law. In fact 
this upper limit (based on a 50% increase over the average 
rate charg~d by commercial banks in the previous semester) 
is too low~ because it is heavily influenced by the rates 
charged on lending operations belonging to an entirely 
different financial market~ namely, the market of less risky 
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cU9tomers who compnse the bulk of 
clientele. This is why PRUPESA~s spr~ad is 
solve operating expenses. 

commercial banks 
insufficient to 

(2) l~ financial costs (interest payments to commercial banks) 
were. excluded -Ft-om opet-ating costs, PROPESA would indeed 
self fini-{nce it.s activities. Thet"efore~ a sourc:e of 
insufficient self -Financing capaCity is'simply insufficiency 
in t.he rpvo] vi ng loanahlp fund 11c:?1 ong i ng to PROF'ESA. I n fact 
an adequate grant would turn positive all of the cash flow 
except for 1989. 

E. ECONOMIC EVALUATION OF PROPESA. 

E.1. PROGRAM EFFECTIVENESS. 

In order to determine the Program~s effectiveness, the 
progress observed in the supported micro enterprises must be 
checked with the genpral economic prosperity. One way to 
accomplish this task is to compare achievement among supported 
and non supported micro enterprises. This section concentrates 
on this mattet". 

The life cycle income curves for supported and 
attended micro enterprises were estimated (on near 
regression). See Graphs No.2l and No.22. 

GRAPH No.21 

for non 
simple 

;~. 
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PROP~A'S EF'F1OC1 ON LIFE CYCLE INCOME CURVE 
roRSUPfOR'lID l.«CRO CN~~~. :::::~~~qw1D"fwr~~~~ 

~o t:.~~:·", 

GRAPH No.22 

Gt"aph No.2! ilillstt-ates the plot -fot- thp. -first hypothesis 
set up in the evaluation methodology: non attended, or micro 
enterprises in general, have a ly-fe cycle income con-forming an 
inverted U shaped curve. It also makes it clear that the income 
generated by such mini businesses increases and -follows the 
general economic progress in the economy. Graph No.22 pictures 
the li-fe cycle income curve for microenterprises supported by 
PROPESA: it clearly shows larger increas~s in gross value added 
since the very -first year o-f attention, and substantial increases 
therea-fter up to the third year (last observed) o-f attention. 
This -fact provides backing -for the second hypothesis established 
in the evaluation methodology. "namely~ that PROPESA)s action 
shi-fts the liTe cycle income curves OT sllpporte>d microentet-prises 
upwards. Accordingly~ it is possible to plot (Graph No.23) the 
residua) increases in gross valup added. namely those over and 
above the shiTt detected Tor unattended microenterprises, and so 
i) lustrate the nature OT genui ne benp.-fi t s genet-ated by F'ROPESA. 
Graph No.23 pictures the SUbstantial t-esidual increase only 
attt"ibutable to F'FWF'ESA's eTectivenes~. -ft-uit that Turther g~ows 
as the support is extended over two and three years. 
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-
GENUINE BENEFIT OF PROPESA'S SUPPORT 

GRAPH No.23 

The evidpnce presented con+jrms a tremendous effectiveness 
of the Pt-ogt-am. The observ~tions on gt-oss value added. among non 
attended and among supported mlcroenterprises show that PROPESA~s 
action increases substantially the gross income generated among 
suppClrted mict-oentet-pt-lses. whatever the business age. In other 
words, the Program effect considerably pushes upwards the life 
cycle income curve. Furthet-, the results suggest that those 
effects extend the economic life or survival of supported micro 
enterprises. since the proxy indicator for expected life span of 
non supported micro enterprises is 19 years w~ile for supported 
micro enterprises it t-ises to 28 years of age. . . 

E.2. PROGRAM EFFICIENCY. 

The estimations of the net global genuine benefit and factor 
cost outlays incurred in order to generate those benefits, 
presented in Appendix II, evidence that the Program is highly 
efficient. The cash flow resulting from the riet global genuine 
benefit is moderatedly negative just in the twa beginning years 
of the Program, 1988 and 1989; from then on, it is always 
positive and grows at a very high annual compounded rate. It 
grows from the 1990 level up to a more than a hundredfold level 
in the year ~007. 

The implicit internal rate of return results in 224.5% per 
year, an expression of the above mentioned speed of growth and an 
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indication of remarkably high efficiency. It is worth rec.lling 
that rates of return as high as that one h~vp been recorded only 
for· very ~ew programs, ovet-seas, mainly in Brazil (DPZMURA ~ 
KILBY). MethDdolo~ically it is r~ther vpnturous to make 
international comparisons, but it should be stressed that 
PROPESA~s achi~vpmpnt ranks among the bpst ever recordpd. 

IV. CONCLUSIONS. 

In relation to PROPESA~s target group, as the Program~s 
y~ars o~ operation have gone by, more e~ficient micro enterprises 
have been selected for support, if their ~fnancial situation is 
taken into consideration. 

The evidence obtained from the control group shows no 
statistically significant progress for unsupporteJ ~irms and even 
exhibits some slight deterioration. 

PROPE5A~s e~~ect on the micro enterprises it supports and 
h~s assisted, throughout thp years~ is a notorious improvement in 
these bUSinesses' situation. Their financial situation a~ter 

receiving PROPESA's help is supprior to their original level; the 
same is applicable to their operational results. PROPE5A's 
ef~ect on thp vallIe added is am~zingly favourable. The value 
added increases on average in 23% among assisted micro 
enter·pt- i ses. 

There is no data available to detect what happened, after 
two or three years~ with gross value added of firms that received 
support for only one or two years. Therefore, there is no basis, 
up ~o now, to assess whether it is more efficient to shorten the 
time span of the support. 50, up to now, all that is known, in 
this respect, is that support extended up to three years yields 
very substantial favourable results. 

The employment levels are increased ano the salary per 
worker also raised throughout time. PROPESA~s effect on the 
micro enterprises' employment levels and wage rate levels is 
highly substantial. Not only does the Program create new 
employment, but it also raises the employees income. The largest 
part o~ the employment effect takes place during the third year 
of aSSistance, in which the employment level rises in 30% while 
the wage rate also increasps. 

PROPE5A successfully manages to well select micro 
entrepreneurs for support, picking up, among the humblests, 
precisely those with good schooling and, so~ good potential for 
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progress. Contrarily to usual expectations and assertions, the 
e~~ectivene5s 0+ the Progr~m seem~ stronger when the support 
envolves both credit ~nd managerial technical assistance 
(tr-ainlng and entreprenew-lCd adVise) instead 0+ mp.r-e credit 
suppor-t. 

On financial terms the Program is not profjtable~ as stated 
in Chapter III~ because PROPESA~s lending rate is too low. 
However~ it cannot be raised since it already reaches the upper 
limit (on interest rates) set by law. The resulting small spread 
f-or- PROPESA is not suf--ficpnt to cover it~s opeorational cost~ 

(despite these are notoriously low relative to other programs of 
this nature that opeorate overseas). However. a very important 
remark must be mentioned: PROPESA has the capability to finance 
all o~ it's operationAl costs if the financial costs it currently 
incurs on are excluded (th8 interest paid to the commercial banks 
for the Joans which PROPESA rpl~nds to the micro enterprises). 
The key importance of this fact is that~ if PROPESA had a net 
worth large enough to finance it's high growth rate without 
having to depend on commercial banks~ the Program would be self 
sufficient in financial terms. 

In regard to the financial evaluation which shows no way for 
self financing~ the following comments should be stressed: 

(1) PROF'ESA is e>:t remel y effi c ieont in f i nanc i al terms i + 
compared to other programs of this nature. 

(2) The main reason for thp operational dependence is the legal 
ceiling on the lending rate. This ceiling is inadequate 
because it is highly weighted by the rates o-f comercial 
banks~ who service a market substantially less risky than 
the sector of microenterprises. According to the present 
study a spread of 19.69% would turn PROPES A self dependent. 

(3) A ]ecrget- own revolving fund would exempt PROPESA -from bank 
borrowing and thus reduce its operational costs~ making the 
w~y for sel+ dependeonce. 

The lifeo cycle income curve of microentept-ises supported by 
PROPESA is way LIP distant -from the curve of non attended fit-ms. 
This result shows a strong effectiveness in the Program with 
respect to the so called Income effect. This ef~ect is not 
infitantaneous. It materializes from the very first year. of 
sUppot-t~ but it ~:eeps on ft-uctifying as the suppot-t is e>:tended 
to two and three years. It is believed that something simjlar 
takes place among microenterprises supported for only one year 
but not fol lowed up thet-eec~ter. There is enough and stt-ong 
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evi dence, there-fot-e~ to state that PROPFSA openates a vet·y 
Rffectivp support program. 

PROPESA's +actor cost, necessary to generate the Program 
genuine global benefits, is quite small, despite ma~y components 
corresponding to grants in kind were measured and ~dded to cash 
outlays. It is remarkable- how cheap was the setting up and the 
sptting in motion 0+ the ProQram, ~ conspicuous merit for the 
management of PROPESA. It must be emphasized that, every time a 
conjecture was made or ~ controversial solution for a 
methodological problem was adopted, it was done so trying to 
undE'rest imate thE' r"esu It j ng i nter"na 1 rate of ,-eturfl for the 
Pr"ogt"am. In fact, only the -fir-st. two years of operation give 
place to negative net global genuine benef-its, WhICh nl.lmeric:ally 
are quite low relativE? to the large and fast increasing flows in 
subsequent year-so Ther-efore. the ,-esulting intet"nal rate 0+ 
return for the Program is unusually and remarkably high, namely, 
224. ei% pet" yea t" • 

Wot"ket"s who res ign from suppc..,-ted mi crol?nter-p'- i ses to set up 
their own bUSIness, do so when, on the average, they have ten 
yeClr-s of e):per"lence. It was asstlmed that 16% of workers with that 
e>:per-ience 1n fact set up theit- own fit-m. On that basis was 
measured the " a rldi t. ions t.o t.he stock of microentt"ept"eneurs 
effect" of suppot"ted fit"ms Ot" "entt"epreneurial expansion effect". 
ThE' ref-erred lag and conservative proportion of this effect 
turned out to be quite negligible in its influence on the 
magnitud of thp internal rate of return for the Program. 

In the 224.5% estimate of the internal rate of return for 
the Program is impliCit a growth rate in the credit portfolio 
adopted by PROPESA. This latter rate is optimistic. It is 
suggested to choose a r~te rather declining over time, because 
many large programs will be competing with PROPESA within the 
market ~or elite micro entrepreneurs that all ONGs wish to 
support. Such an adjustment will punish heavier the remote years 
of the net global cast. benefit ~)ow. so it might not diminish 
significantly the Program internal rate of return. 

It is hard to believe that, while the Program expands its 
scope in Santiago and other regions~ its prorluctivity will remain 
constant as implicitly assummed in PROPESA~s own projections. On 
the contr~ry~ jt is more realistic to admit that average variable 
cost~ will increase over time. It is proposed a moderate but 
exponencial increase. This adjustment will also punish heavierly 
the remote years in the cash flow. so it will moderatedly reduc~ 
the internal rate o~ return. 



It is good to emphasIze that the unusu~!ly high intern~l 
t"i~te of return hp.re- pstimated reoflects (~) the l(lW oper~tion"l 

costs of PROf'ESA and (b) Jts tremendously high e-f-fectivenelis on 
supported microenterprises. 

'c~~' 



APPENDIX I. CASH FLOWS. -------.--. 

PARAMETERS IMPLICIT IN THE CASH FLOWS. 

PARAME'l'ERS 

PORTFOLIO LOSSES 
DIAGNOSIS CHARGE 
CLIENTS IN LEVEL 1 COURSE 
CLIENTS IN LEVEL 2 COURSE 
CLIENTS IN LEVEL 3 COURSE 
AVERAGE CREDIT MATURITY 
VALUE OF ONE COURSE 
LEND I NG I NTEf;:EST RATE 
AVERAGE LOAN SIZE 
BOR~:OWING INTEREST RATE 
PORT'FOLIO GROWTH RATE 

VALUE 

2.00'%. 
1.50Y. 

IS.00'%. 
50.00" 
50.00" 

4 
59.35 
15.47'%. 

500 
10.31'%. 

2.00'%. 

ON LOAN 
OF LOAN 
LEVEL 1 
LEVEL 2 
MONTHS 
US$ 

US$ 

2B 

CLIENTS 



PORTFOLIO EXPANSION CHAR,. 

PROPESA' S DIn 81 AND I NG POfn F OL ) [I CLAH IF'-l ES 1 N: 

o TO 1 YEAR SUPPORT 
1 T() 2 YEARS SIJPf'ORf 
2 TU 3 YEARS SUPPORT 

· • 
· · · · 

617-
28'l. 
!Ji. 

---------------------------------------------------
YEARS TOTAL 1 YEA": 2 YEARS 3 YEARS 

SI.IPF'OR1EU SUPF'Ofa SUPPORT SliPPORT 
---------------------------------------------------

1988 71 "11 
1989 465 430 36 
1990 1206 974 ~t15 18 
1991 1695 10:~4 475 186 
1992 333'1 203t. 934 367 
1993 4'700 2867 1316 517 
1994 5611 3423 1571 617 
1995 8199 5001 2296 902 
1996 9626 5872 2695 1059 
1997 11215 6841 3140 1234 
1998 12986 7921 ~r.636 1428 
1999 14963 912"7 4190 1646 
2000 17174 10476 4809 1889 
2001 17517 Ili68t~ 4905 1927 
2(102 17867 10899 tiOO3 1965 
2003 18225 11117 5103 2005 
2004 18589 11339 5205 2045 
2005 18961- 11566 5309 2086 
2006 19~.40 11797 5415 2127 
200" 19727 1203:5 5524 2170 

----------------------------------------------------



CASH FLOWS. 

==================================================:=========== 
YEA"~ 1988 1989 1990 

==c=========================================================== 
INITIAL CASH BAl.ANCE o 24,280 12,188 
====================================================~========= 

CASH INFLOWS; 
PORTFOLIO PAYMENTS 
PORTFOLIO INTEREST 
DIAGNOSIS 
rECNICAL ORIENTATION 
INVESTMENTS 
BANK LOANS 
GRANTS 

HJ1AL CASH INFLOWS 

CASH OUTFl.OWS: 
CREDITS 
INITIAL INVESTMENT 
OFFICE ADEQUATION 
BANI< LOAN PAYMENTS 
BANK LOAN I N'T Ef;:ESTS 
VARIABLE OPERATIONAL COSTS 
FIXED OPERATIONAL COSTS 

TOTAL CASH OUTFLOWS 

NET CASH FLOW: 

2(1~91'1 

405 
445 

71,858 

93.677 

~S:.::.. 0:30 
5,933 
1,969 

16,331 
1~,134 

69,397 

24,280 

183,97"1 
12,957 
4~ 1 JO 

170,94J 

371.~985 

273,975 

87 

16,895 
50,038 
43,081 

3B~,076 

(12,091> 

502,622 
29,824 
9,849 

7,143 
87,635 

1"'4,583 

831,656 

656,626 

1,813 

4,141 
100,240 
51,804 

814,623 

17,033 

============================================================== 
FINAL CASH BALANCE 24,280 12,188 29,221 
============================================================== 

TOTAL OPERATIONAL COSTS 
UNITARY OPERATIONAL COS1S 

28,465 
401 237 

156,185 
. 130 

===========~================================================== 

3( 

I ~~,I 



YEAR 1991 1992 199~ 

INITIAL CASH BALANCE ~9,221 (1,093) (2,803) 
=====m=============;========================================== 
CASH INFLOWS: 

PORTFOl.IO PAYMENTS 
PORTFOLIO INTEREST 

. DIAGNOSIS 
TECNICAL ORIENTATION 
I NVESTMEN"IS 
BANK LOANS 
GRANTS 

TOTAL CASH INFLOWS 

CASH OUTFLOWS: 
CREDITS 
INITIAL INVESTMENT 
OFFICE ADEQUATION 
BANK LOAN PAYMENTS 
BANI( LOAN INTEf':ESrS 
VAFc: 1 ABLE OPEJ;:AT IONAL COSTS 
FIXED OPERATIONAL COSTS 

T01AL CASH OUTFLOWS 

NET CASH FLOW: 

1,321,898 
79,098 
25, 42!: • 
19,804 

504,577 

1,950,803 

1,695,000 

87,635 
24,220 

111.24t. 
6.3, OJ 7 

2,133,873 
158,264 
50,055 
38,989 

4,249,841 

3.337,(100 

504. r:.j77 
62,117 

142,570 
155,28"1 

4,160,753 
228,906 

70,500 
54,915 

1,966,959 

6,482,033 

4,700,000 

1,268,659 
98,397 

261,327 
155,287 

1,981,116 4,251,551 6,483,670 

(30,314) (1,710) 

============================================================== 
FINAL CASH BALANCE ( 1,(93) (2,803) (4,440) 
============================================================== 

TOTAL OPERATIONAL COSTS 
UNITARY OPERATIONAL COSTS 

198,481 
117 

409,974 
123 

5J5,011 
110 

=====================================================~======== 
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YEAR 19c;t4 1996 
=======================m===========aa===========a=ccaaa_mm.aaa 
INITIAL CASH BALANCE (5,795) (8,398) 
============================================================== 
CASH INFLUWS: 

POfrrFOLIO PAYMENTS 
PORTFOLIO INTEREST 
DIAGNOSJS 
Tl::CNICAL ORIENTATION 
INVESTMENTS 
BANK LOANS 
GRANTS 

TOTAL CASH INFLOWS 

CASH Oll"TFLOWS: 
CREDITS 
INITIAL INVESTMENT 
UFFICE ADEGUATION 
BANK l.UAN PAYMENlS 
BANK LOAN INTERESTS 
VARIABLE OPFRATIONAL COSTS 
FIXED OPERATIONAL COSTS 

TOTAL CASH OUTFLOWS 

NET CASH FLOW: 

~" 200 .. 860 1 189 111 , !I 8,967,16~ 

277,777 397,966 477,436 
84 .. 158 122,978 144, ~~9(t 
65,553 95,791 112,470 

2,538,886 3.707,799 4,523,505 

8,167,233 11,513,650 14,224,964 

5,610,500 

1,966.959 
128,423 
:$(1/,419 
155,287 

8.198,500 

2.538,886 
186,116 
4:57 .. 465 
155,287 

9,626,000 

3,707,799 
229,683 
508,160 
155,287 

8,168,588 11,516,254 14,226,929 

( 1. ,:555) (2,603) (1,96b) 

=============================================================== 
FINAL CASH BALANCE (5.795) (8,398) (10,364) 
============================================================== 

TOTAL Uf-'ERATIONAL COSTS 
UNITARY OPERATIONAL COSTS 

591, 129 
105 

778,868 
95 

893,130 
93 

============================================================== 



===c========================C::================::"' ... ,===c:g====c:a===== 
Yf:AR 199] 19~8 2999 

=========~====~=============================================== 
IN 1 T I Al. CASH B'~LANCE ( 1 (I, J64) (14,951) 
==================~=========================================== 

CASH INFLOWS: 
PORTFOLIO PAYMEN1"S 
PORTFOLIO INTEREST 
:> I A(:;NI.IS I S 
TECNJCAL ORIEN1ATIUN 
JNVESlMENrS 
BANI< l.OANS 
GRANTS 

TOTAL CASH IN~LOWS 

CASH OU1FLOWS: 
(;REDI"r s 
INIfIAL INVESTMENT 
OFFICE AOEQUATION 
BANK LOAN PAYMENTS 
BANK LOAN INTERESTS 
VARIABLE OPERATIONAL COSTS 
FIXED OPERATIONAL COS1"S 

TU"fAL CASH OUTFLOWS 

NET CASH FLOW: 

1 (I, 4"1 1 • :,500 
556~694 
168.:.218 
1 :.$1 ~ 030 

~I, 468, 21~5 

12,147,263 14,OI7~757 
645~039 743,668 
194,783 224,44~ 

151,722 114~827 

6,514,986 7,675,272 

16,795,455 19,653,794 22,835,969 

4 , 5~:~3, 505 
277,828 
593,598 
188,196 

~j, 468, 213 
331, ~;51 
682,948 
188,196 

6,514,986 
390,676 
781,788 
188~ 196 

16,7~7,627 19,656,209 22,838,646 

(2,172) (2,415) (2,677) 

============================================================== 
~INAL CASH BALANCE (12,536) (14,951 ) (17,628) 
============================================================== 

fOTAl OPERAflONAl COSTS 
UNITARY OPERATIONAL COSTS 

1,(I59,6:L3 
94 

1,202,49~ 

93 
1 ,360,660 

91 
============================================================== 
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YEAR 2000 2001 2002 
===~=======~===========;==============*=========a============= 
INITIAL CASH BALANCE (17,628) (:.!0,600) (22,353) 
============================================================== 

CASH INFLDWS: 
PORTFOLIO PAYMEN1S 
PORTFOI ID IN I H<ES r 
DIAGNDSIS 
TEeNl CAL OfUENl Al ION 
I NVES'J MENI S 
~ANt( l.UANS 
GRANTS 

TOTAL CASH INFLOWS 

CASH OUTFLOWS: 
CREDITS 
INITIAL I NVES n"lEN I 
OFFICE ADEGl.IA1ION 
.l:CAN~:: LOAN F'AYI"IEN rs 
BAN.::: LD?~N INTE:RESTS 
VAf'~ lABLE OPE: RA'T I ClNAl.. COSTS 
FIXED UPERATIONAL COSTS 

TOTAL CASH OUTFLOWS 

NET CASH FLOW: 

16.107,933 17,054,430 
853,905 883,056 
~'57, 603 
200,655 

26,:'>83,790 

1 7. 1 '.73. 500 

7. 6'/';j. :~~7'2 
4:::.6,544 
893. ~~~jO 
188,196 

~?6L, 755 
204,668 

28,073,760 

1"J.516.970 

8.96:3.695 
495,400 
911,252 
188,196 

17,395,519 
900,717 
268.010 
208,761 

29,185,626 

17,867,309 

9,668,851 
533,5'75 
929,416 
188,196 

26,386,762 28,075,514 29,187,349 

(2,972) (1, 753) (1,723) 

============================================================== 
FINAL CASH BALANCE (20,600) (22,353) (24,076) 
============================================================== 

TOTAL OPERATIONAL COSTS 
UNITARY OPEf'~ATIONAL COSTS 

" 537 ~ 991 
90 

1.594,849 
91 

1,651,188 
92 

-============================================================== 
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===,~====c=============================c=~:======c============= 

YE:.AR 2004 :;005 

============================================================== 
INIIIAL CASH ~ALANCE (24~(l76) (2~,890) ('2'7.802) 
============================================================== 
CASH INF-=LOWS: 

PORTFULIU PAYMENTS 
POR1'FOLIO INTERES1' 
DlAGNOSIS 
TECNICAL ORIENTAl ION 
INVESTMENTS 
BAN~:: l DANS 
GRANTS 

TOTAL CASH INFLOWS 

CASH OUTFLDWS: 
CREDITS 
INITIAL INVESTMENI 
OFF ICE AOEQUA'r ION 
BAN~::: r,,(IAN f-'AYMENlS 
BAN~ LOAN INTERESTS 

,V4RIABLE UPERA1IONAL COSTS 
FIXED OPERATIONAL COSTS 

TOTAL CASH OUTFLOWS 

NET CASH FLOW: 

17,743.42"1 
918,732 
273,3'10 
212,936 

11 .. 1 95, 63" 

18,098,298 
937,106 
2'l8~837 
217, 195 

12~(I21(l287 

18,460,264 
955,848 
284,414 
221,539 

12,891,873 

30,344,105 31,552,724 32,813,938 

J8,224,656 18,589.149 J8.960,932 

l(l,41~~.6i9 

57:::':;,7'71 
446.6-/6 
188,196 

11 .. 195,631 
616~150 
96~,~ 5(X$ 
188,196 

12 , O~' 1 , 287 
660,836 
984,703 
188,196 

30,345,919 31,554,636 32,815,954 

(1,814) <1,912) (2,016) 

============================================================== 
FINAL CASH BALANCE (25 !l890) (27,802) (29,818) 
============================================================== 

TOTAL OPERATIONAL COSTS 
UNITARY' OPE~~ATIONAL COSTS 

1~708,644 
94 

1,769,850 1,B33~736 
95 97 

============================================================== 



VEAk 2006 2007 
============================c==============;====c~~ 
INITIAL CASH BALANCE (29,8H:D (31,944) 
=================================================== 

CASH INFLOWS: 
PORTFOLJO PAYMENTS 
PURl"FOLIO INTEREST 
DIAGNOSIS 
TECNICAL ORIENTATION 
INVESTMENTS 

18,829,469 
974,96S 
290~102 
225,970 

19,206~059 
994,465 
295,904 
230,489 

BANK LOANS 13,809,825 14,777,705 
GRANTS 

TOTAL CASH INFLOWS 

CASH OUTFLOWS: 
CREDITS 19,340,l50 19,726,953 
INITIAL INVESTMENT 
OFFICE ADEQUATION 
BAM( l.OAN PAVMENTS 12,891, 8TS 
BANK LOAN INTERESTS 707,953 
VAf.: I ABLE UPEf1:AT 1 ONAL. COSTS 1, (I(l.q , 28~j 

FIXED OPERATIONAL COSTS 188 196 , 

13,8(19,82~ 

757,63:5 
1,024,256 

188,196 

TOTAL CASH OUTFLOWS 34,132,458 35,506,864 

NET CASH FLOW: (2,126) (2,242) 

=================================================== 
FINAL CASH BALANCE (31,944) (34,186) 
=====~============================================= 

TOTAL OP~RATIONAL COSTS 
UNITAf1:Y OPE.RATIONAL COSTS 

1,900,435 
98 

1,970,085 
100 

============================================.======= 
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APPENDIX II. SOCIAL COBTS • BENEFITS • 
. _----------,--_._-_._------.-

YEAR 

SClCIAL BENEFITS 
GENUINE BENEFITS: 

1 YEAR ASSISTANCE 
2 YEARS ASSISTANCE 
3 YEARS ASSISTANCE 

NEW ENTERPRISES 

SOCIAL COSTS 
LABOUR OPPORTUNITY COST: 

SUPPORTED ENTERPRISES 
NEW ENTERPRISES 

PORTFOLIO LOSSES 
CAPITAL ALTERNATIVE COST 
Al TEe CONSUL 1 INC., COST 
DONATIONS ALTERNA'rIVE COST 
OPERATJONAL COSTS 

GLOBAL SOCIAL BENEFITS 
GLOBAL SOCIAL COSTS 

NET GLOBAL SOCIAL BENEFIT 

1988 

(I 

(I 

(I 

I) 

o 
(I 

1,378 
4,182 

73,818 
(I 

44,562 

(I 

123,941 

<123,941> 

1989 

141.217 
(I 

0 
0 

28, ~~71. 
o 

12,640 
34.,447 
88,582 
26, :520 

134,270 

141,217 
324~530 

( 183, 31 ::;;) 

1990 

1,002,316 
30~369 

0 
0 

206,735 
o 

29,879 
72,180 
88,582 

o 
168,457 

1,032,685 
565,833 

466,853 
--------------------------------------------------------------
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----------------------------------------------------------------
YEA~ 1991 1992 1993 
----------------------------------------------------------------
SOCIAL BENEFITS 
GENUINE BENEFITS; 

1 YEAR ASSISTANCE 
2 YEARS ASSISTANCE 
3 YEARS ASSIS1ANCE 

NEW ENTERPRISES 

SOCIAL COSTS 
LABOUR OPPORTUNITY COST: 

SUF'POF1:TEfJ EN°r ERPR I SES 
NEW ENTERP~: I Sr.:S 

F'ORfFflLIO LOSSES 
CAPITAL ALTERNATIVE COST 
Al TEl: CONSULoT ING CUST 
DONATIONS Al.TERNATIVE COST 
OPERATIONAL cosrs 

GLUBAL SOCIAL BENEFITS 
GLOBAL SOCIAL COSTS 

2,9"J8.782 
214,652 

9,206 
o 

641,14:,) 
0 

:050,485 
186,324 
88,582 

(I 

~ 11 ,6~~ 1 

:3 !I 2(J~~, 639 
1, 158, 154 

5,120,947 
624,674 
106.094 

o 

1,171,466 
0 

62,931 
366,821 

0 
0 

43:1,115 

5,851,71 e. 
2,038,334 

9,245,514 
1,435,621 

2Y8,652 
o 

2,198,065 
0 

95,516 
516,650 

0 
0 

549,106 

10,979,786 
3,359,337 

----------------------------------------------------------------
NET GLOBAL SOCIAL B~NEFIT 2~044,485 3,813,381 7,620,450 
----------------------------------------------------------------



-----------------------------------------------------------------
YF.AR 1994 1995 1996 
-----------------------------------------------------------------
SO(;IAL BENEFITS 
GENUINE BENEFITS: 

1 YEAR ASSISTANCE 
2 YEARS ASSISTANCE 
3 YEARS ASSISTANCE 

NEW ENTERPRISES 

15,103,58', 
2,588,039 

5-'2,893 
o 

22,114~322 
3,979,780 

90'l,635 
o 

32,269,853 
6,016,442 
1,390,241 

o 
-----------------------------------------------------------------
SOCIAL COSTS 
LABOUR OPPORTUN J T Y COS": 

SUPPORTED ENTERPRISES 
NEW -ENTERPRISES 

PUR'lFClLIO L.OSSES 
CAPITAL ALTERNATIVE COST 
AITEC CONSULTING COST 
DONATIONS ALTERNATIVE COST 
OPERATIONAL COSTS 

3,6~j6,411 

o 
119,211 
616,737 

o 
o 

6~O.26:::; 

5,404,931 
o 

165,089 
901,224 

o 
o 

830,431 

7.942,925 
. 0 

205,507 
1,058,143 

o 
o 

952,257 
-----------------------------------------------------------------
GLOBAL SOCIAL Bl::NEFITS 
GLOBAL Sl~IAL COSTS 

NET GLOBAL SOCIAL BENEFIl 

18,2A4,519 
5,022,621 

13,241,898 

26,998,737 
7,301,675 

19,697,061 

39,676,535 
10, 158,832 

29,517,703 

I 
~J 
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-----------------------------------------------------------------
YEAR 

SOCIAL BENEFITS 
(';ENU I NE BENEF ITS·: 

1 YEAR ASSISTANCE 
2 YEARS ASSISTANCE 
3 YEARS ASSIS·rANCF 

NEW ENTERPRISES 

SOCIAL COSTS 
LABOUR OPPORTUNITY COST: 

SUPPORTED EN1ERPRISES 
NEW ENTERPRISES 

PORTFOLIO LOSSES 
CAPITAL ALTERNATIVE COST 
AIlEe CONSULTING COST 
DONATIONS ALTERNATIVE COST 
DF-'F.RAT liJNAL cos·, S 

GLOBAL SOCIAL BENEFITS 
Gl.oBAL SOCIAL COSTS 

NET GLOBAL SOCIAL BENEFJ) 

1997 

44,237,686 
8,430,592 
1 , 962, 91~~ 

(I 

10,936,727 
o 

239~961 
1,232,759 

o 

° 1,129,773 

54,631,191 
1 ~~, 539!t 220 

41,091,971 

1998 

58,100,532 
11,266,055 
2,629,709 

(I 

14,413,082 

° 278,351 
1,427,437 

(I 

o 
1, 282, l(1~S 

"1,996,296 
17,400,974 

54,595,322 

1999 

74,072,491 
14,571,104 
3,399,674 

o 

18,426,326 
o 

321,197 
1,644,815 

(I 

(» 

1,450,739 

92,043,270 
21,843,078 

70,200,192 
-----------------------------------------------------------------



---------------------------------------------------------------
YEAR 2000 20(ll 2002 
--------------------------------------------------------------
SOCIAL BENEFITS 
GENUINE BENEFITS: 

l YEAR ASSISTANCE 
2 YEARS ASSISTANCE 
3 YEARS ASSIS1ANCE 

NEW ENTERPRISES 

SOCIAL COS1S 
LABOUR OPPORTUNI1Y COST: 

StJPPOr.:TED ENTERPRISES 
NEW ENTERPRISES 

t-'ORI F OL 10 LOSSES 
CAP I TAL. ALTERNA T I VE COS·, 
AllEe CONSULTING COST 
DONATIONS ALTERNATIVE COST 
OPERA1IONAL CUS"fS 

GLOBAL SOCIAL BENEFITS 
GLOBAL SOCIAL C081"S 

92,~61,148 113,214,058 
18,400,997 22~81B,349 

4.284,502 
o 

(I 

369.011 
1.887,805 

C) 

o 
1,6"".:.."9,809 

5,293,682 
·',290 

28, 292. :552 
1,543 

390,306 
1,925,561 

(I 

o 
1,700,432 

134,338,415 
27,376,978 
6,318,990 

73,644 

33, 639 !I 139 
15,583 

398,112 
1,964,073 

o 

° 1,760,501 

115.04b,647 141,333,379 168,108,027 
26,928,109 32,310,194 37,777,407 

NET GLOBAL SOCIAL BENEFIl 88,118,537 109,023,185 130,330,619 
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--------------------------------------------------------------
YEAR 2003 2004 2005 
---------------------------------------------------------------
SOCIAL BENEFITS 
GENUINE BENEFITS: 

1 YEAR ASSISTANCE 
2 YEARS, ASSISTANCE 
3 YEARS ASSISTANCE 

NEW ENlERf'RISES 

SOCIAL COSTS 
LABOUR OPPORTUNJfY COST: 

SUPPORTED ENTERPRISES 
NEW ENTERPRISES 

PllfHt=Ol.IO LOSSES 
CAPITAL ALTERNATIVE COST 
AI1EC CONSULTING COSl 
DUNATIONS ALTERNATIVE COST 
OPERATIONAL COS1S 

C'Jl.OBAl. SOC J At. BE: NEF J TS 
GLOBAL SOCIAL CUSTS 

155~ 5=,2,330 
32,071,017 

7 , 3~jb, 5:;':~) 
345,962 

39,033,410 
7."),205 

406,074 
2,003,354 

(I 

o 
1,821,761 

176,829,984 
36,889,286 
8,4u2~1B2 

1,030,7'/6 

44. 466. 9~<8 
218,112 
414,196 

~,043,421 
o 
o 

1,887,018 

198,139,424 
41,821,975 
9,451,543 
2,407,352 

49, 93(), 476 
509,396 
422,480 

2,084,289 
o 

° 1, 95fi, 134 

1 Cj~" ::;2~5, Et32 223, I~J2, 22"1 251.820,294 
43,337,805 49,029,685 54~901~774 

NET GLOBAL SOCIAL. BENEFIT 151,988,027 174,122,542 196,918,520 



--------------------------------------------------
2006 2(JO"l 

--------------------------------------------------
SOCIAl. BENEFI1S 
(;ENU I NE BENEF I TS: 

I VEAR ASSISTANCE 
2 YEARS ASSISTANCE 
3 VEARS ASSIS1ANCE 

NEW ENTERPRISES 

SOCIAL COSTS 
LABOUR OPPORTUNITY COST: 

SUPPORTED ENTERPRISES 
NEW ENTERPRISES 

PORTFOLIO LOSSES 
CAP 11 AL. AL 0' ERNA 11 VE COST 
AITEC CONSULTING COST 
DDNAT IONS AI. 1 EHNA or 1 VE:: COST 
OPERATIUNAL COSTS 

GL.UBAL SOCIAL BENEFI1S 
GLUBAL SUCIAL CuSJS 

219.346. 1'76 
46,831,,159 
10.491~459 
4,886,870 

55,386,879 
1, O~$4. 062 

4~5(1, 929 
2, 12~.:i, 975 

(I 

o 
2,026,248 

~38, 89:"'~, 806 
51,769, "ll'} 
11,459,262 
9,027,757 

60,482,564 
I,Ql0,273 

439,548 
2,168,495 

o 
C) 

2,100,510 

281,555,664 311,150,541 
61,(I(l4,O"i'4 67,101,3QO 

43 
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