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"The Congress finds that the development of private 
enterprise, including cooperatives, is a vital factor in the stable 
growth of developing countries and in the development and 
stability of a free, open and -'quitable international economic 
system. It is therefore in the best interest of the United States 
to assist the development of the private sector in the 
developing countries and to engage the United States private 
sector in that process." 
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It is I pleasLue f( ilme to present this 1992 Anu.I+tl 

Report of A.1.1).'s Private Sect( )r Investment Program. 
Srince tile Prograil's inception in 1983., we have 
energetically designed ard implemiented ir x'vative 
devemlome t assistance programs targeted at :ddressing 

tile needs of dVelo ping c(It'intry sma*ll IusinleSSeS atnd 
fiinciad institutlioIs. Il)uring the past several years, it 
has ben particulaly gratifying us to see 1ia 1y of*Ir 
o1u programs coling to fruition. to providU tangible 
results fo 0'1 to I hear tihe respOInseour clients. anl.d p)sitive 
of 'particilpant.s inl our progas. 

The 	 ifrid changes tile world experienced in 
1992 ha C hatd a, sigtnifticanrlt impactt Ori tile global 

invUstment clila:te a1nd onl coLntries \where(t. the 
Investment Pr( gr:li itself is active. The Office (Oif 

Invesll lunt has been respo insi in this time of clange 
hV ffelrii.g tile 10,1an guarteetC program in Ile\\' f'Ormatts 

* 	 to bttl'r sereT ouir clients. Tie perf()rrnn1trcCof'(OL r 
existing po'irtf ilio ha1s bCCn CXCCptii ma l. \\'e contiLue to 
hftICye1 Ca reco Of IhxIn r'patymet withx celltcint rd 

minimal claims. 01r de.velo pmert licbjectives i'emnain on 
track and we continue to proxide an important 
ailternative means of acco>nplishing A.l.l).'s develop elnt 
objectives. 

The goal of the Office of* Investment remains the 
samC, to prome('tC sLitaMinable econlO mic development 
which is best defined w OLI r mandlatC inl the l:I-rCign 
Assistance Act: "Itis ... in the hest interest oif the tUnited 
States to assist the development of the private sector in 
the develop-ing coLitries atrid to engatgC the IInitCd 
States private sCctor il that prin()cCss." 

Fiscal year 1992 was a year of' innovation in 
establishing ne\\ facilities I r the Investment Program, 
with 10 new facilities c(mmittCd totalling S16.0 million. 
The current active p()rtl'lii o f guarantees, loans, a1d 
grants is $138.-i7 million. 

Along with major transformations of the global 

economy in 1992, came aIgroxving appreciatiin fo'r the 
importance of' private sect r-Orien ted develoimrent 

atssistance i)'ograls in 111Oist \'el'ry countly. 'he past 
year will le remembered as one of cliange not only 
Ibe(.'auSe of the election inl the United States atnd thle 
trMsitionr it implies, but atlso l+),cautLsC of the new and 
successful birograinslting devlo)ed to Meet the 
changing needs )f emerging ec'or om.lies. As our 
programs have become better known, we have received 
a gr()wiig ri u iher i(f requ ests fOu assistance from 
ISAII) lissions, dC\'elop+ing country financial 

inlstituiti(s tnId U.S. c1nlp tIlies. Oui.r eX)er'ience of 

pr.viou s years and the innovative nattur'e Of outr 
prgratms has allowed us to be responsi\ve to these 

requiests aito takC (Ivan tage Of these exciting 
O)portuiiiitie2s. 

We : roingly believe that one of the most effective 
mLeans (if strengthening the private sector in developing 
coLint ries is throuIglh bUilding linkages with the U.S. 
private sect()r. Il)uring 1992 we continuied or efforts to) 
invOdye U.S. coinpa nies ais piatrtrCI's in our economlic 
dCl\'Copment proIjcts. Inl pIrticuLl',1a We\\havC d(e\'ClopCd 
and expanded the Franchise GLiara:ntlee Pr-ogram. This 
Progral has the beneC'it f simuiltaneoLisly helping U.S. 
companies expand Overseas while sharing U.S. bLisiness 
skills and tech nology with develop inrg couintry 
bLIsinesses and entreplrCneurs. 'l'o date, Over 120 U.S. 
franchisors hav'e expressed interest in the program, 
eighteen of which have already been approved for 
eligibility. 

An. important objective of the lnvestment Program is 
to assist with comprehensive financial sector reform in 
dC\'Cl()lig cotI It ries. As dceveloping cou nt ry 

econ(omies make the transition to sophisticated financial 
markets, the Office of Investment responds with 
lP1r( grin.s to lend assista nce to broaden and deepen 
their capital markets. 

• Ii 1992 we established the Bond GLiaranItCC 
ProOgram to further strengthen Bolivia's capital markets. 

* The Privatizatio Gii arrtee )royidest Pr(gram 

access to credit that Otherwise might not Ie available to 



developing Country businesseCs converting 'tronif public 
to private ownershil due to murket imperfections, 

Toward this end, A.I.I). played a key role in the 

privatization of' Sri Lanka's state-owned tire 

nin tat'ture r. 

l)uringl tihis paXIst year we not only refined existing 

programs and operational systlilS, hut inoD'ed in ne\V 
directions )y designing programs and facilities to 

address market imperfectinins in transitional ecoino mics. 

These include gi:iins in South Africa, Nicar:guall ind 

Central and la.ste,rn E.ui'>(, :ind the NIS. 

In S(muthl Afric. weC Sup)portinll the historic 

transition toi a no)l-racial lemoicratic government by 

st:iblishin4g guteeii',lnC ! flicilities \\'ith threeV SOLith Afric'ain 

banks to SUlppirt the crCdit nIeCds f indiiduals Wvho 

have bcen disadvantaged by apartheid. These banks 

includC one 'f (only' tw\o black-owned banks in the 

couinltry'. Thlese facilitiCs will be usCd to explore new\' 

Wivivs to help "eme11I.rging" e2ntrCpreCeurs. 

* In anoiher tllansitional ecoino imy, Nik aLIiU,a,' 

trained bankers to improve their credit analysis 

tchclnliusl Ic lend iCic, e pl-rudently to slill Iusinesses. 

We aIlsO issistCd siall busine i(2 to enhance theirs lwners 

ability to suc'c'5sfully identify and access resources in 

the Ifchlinl banking sector. 

0 Perhalps no0 other connltr-ieS have had a more 
ClifficuhIt aid painflIl transitioin t market ecincomies than 

Central a indatern .urope ind the Newly Independent 

States (NIS). In 1992 the Investment Program 

C.clntribiuted to their de2velpilnli.,nt I providing needed 

training ftcr bankers and entrepreneirs in Ilungary, and, 

is part of aI joiint I)epartment of State/A.l.1). delegation, 

assisted in the assessment and design effort leading to 

estalblishmCnt of Elnteipris. Fuids to provide nCeded 

cduity an1d loal capital fI"ne\V bIusiIlesses in RIissiai aind 

Ukraine. 

In Nla,ch of' 1993, the Office of' Investment will host 

i three-day international finance conference entitled, 

"Banking on Small Blusiniess." 'he confei'enlce will 

provide atorum l'0r the exchange of ideas concerning 
sill Iusine ss lending practices and experiences, 

innovative methods of mobilizing credit for the small 

Iusiness sector and ways in which to enhance the 

profitability of lending to sinall IbusinCsses. 

We will continLie to refine existing programs to 

improve their effectiveness and will move in new 
directions to develop progrmins that address the market 

ilpefectins in transition ecO)iIlies a.S well as our 

traditional client Cuiuntries within the changing global 

context. As stated )y 1 noted philosoipher and baseball 

player, Yogi Berra, "Tie,future isn't whait it Used to be." 

And is that uncCrtin fLuture evil\v.s into I Ie\' world 

order, tile Investment irIn con1tilniC playPrg Will to an 

important role in helping the U .S. Go 'ernment pursIe 

its conmmitment to pro'icling techiical and financial 

asSistaIncC in i nCZ1:1inguil, hClpftul lnd timiely Wily. As 

the ne \\world order evolves, we will assist in providing 

the criticail he_,lp nceCCssir" toi nsuilre that developing 

coLuntries succCssfuilly atchieve their desired transition U 
into democratic societies with f'ree market economies. 

Sincerely, 

4 
Stephen C. Eastharn 

Director 

Office of Investment 

l3uirealu for Private Enterprise 



The Private Sector 
Investment Program 

Overview 
Recognizing the critical role of thie private sector in economic growNth, the U.S. 

Congress created the Private Sector Inestment Progran (PSIP) in 1983 under Section 108 
of the Foreign Assistance Act of' 1961. The Investment Program (formerly the Private 
Sector Revolving Fund) is aidministered by the Office of Investment within the Bureau for 
Privaite Enterprise of the tUnited States Agency for International )evelopment. 

The Investment Program was designed to promote sulstaiflnable economic devel)pment 

by strengthening the private sector in di'eloping countries. To this end, the Investment 
lPro(grain1 a ilins to stinuilate growth pritmarily by helping small husinesses access financing, 
but also by creating innovative financing mechanisms, enhancing the husiness skills of 
hankers and small business owners, and involving the U.S. business community in this 

pr)cess. 

It is often the case that small husiness owners in developing countries encounter 
dilliculty in obtaining adequate credit froim the formal hanking sector due to imperfections 
in credit markets. Bankers often perceive, unnecessarily, that the administrative costs and 
risks of lending to small businesses auire excessive. In addition, owners of small businesses 
are often unale to present a credit history, a husiness plan and/or other required loan 
documnentation. They also may not have acceptable collateral. Eveln when borrowers 

have collateral, the legal and practical problens of monitoring and gaining control of it are 
often anticipated to be too significant and costly. However, the Office of Investment's 
programs address these misconceptions which are a form of market imperfection. 

A.I.l).'s Investment Program focuses on "making markets work for everyone" and 
pursues this goal through innovative transactions designed to address market 
imperfections that limit the ability of small, private sector enterprises to thrive and grow. 
The Investment Program mohilizes credit for small private enterprises by providing risk­
sharing vehicles and training in modern lending techniques that encourage developing 

country financial institutions to lend to small husinesses. As these institutions gain 
experience with small business lending, they often find that it is profitable in terms of both 
principal and interest repayment, and increased bank deposits generated from these clients. 

T"o complement its programs, the Office of Investment provides training programs that 
improve the small husiness lending practices of bankers and the financial management 



techniques ot small business owners. To foster private 

sector devel()pment, the Investment Program aiso 
intrOduces innovative financing mechanisms that are is 

Vet untested in many developing countries. These 
niechianisnS then serve ismodels for the private sector 

develpment eft()rts O)fI)cal I ISAII) Missions. 

As part (of the Investment Pr gra m's legislative 

mndate aind A.l.l).'s Partinership for I)eveloprent 
Initiative, the Office of Investment contires to support 

pr()gramns that. while addressing narket imperfctions in 

devel()ping co )ntries. als) prn)m(te the involvement ofey 
1.S. bLusinesses in overseas development efforts. 

Evolution of the PSIP 
Since itsiln(cption in 1983, the Investment Program 

has cO(nt inu()uslv' ev( lved in new and important ways. 
When it \\is created, the Investment Program's primart 

illstrum111ent for promoting priv,,te sector development in 

deve)lping c(oUntries \Vas direct lending authority. Il 

1988. C(ngress added l()an guarantee authority, and 

sta ted that guarantees w oUld therea fter become the 

Investment Pr igram's primary instrullent. Since then, 

tle ()fice of Investment has limited its use of direct 

lo:ns to select cases where significant potential exists 

for substantial h'velcpinlIent ilpact, including critical 

en vir nmental projects and innovative solutions 

requiring loans raier than gu.:,rntees. Guirntees, 

backed by the full falith aind credit of the (Inited States 

(;overnmient, have proven to l)e an effective and flexible 
means of achieving the objectives of the Investment 

Program. 

Diagram1: How an AID. GuaranteeWorks 

toto 

The Guarantee Portfolio 

How the Guarantee Works 
GuLWrantees are issued by A.1.1). on behalf of 

intermediary financial institutions (IFs) in developing 

Colintries. These guarantees cover 50% of the net losses 

on the principal amount of eligible I1ans placed under 

Loan guantees backed by thefulfaith and 

credit of the United States Governnent 

effectively allow ALD. to assist in mobilizing 
expanded creditfor small business without 

front-end cash outlays. 

coverage by the IFI. An eligible loan is one nde to a 

small enterprise as defined in the gurantee agreement. 

For instance, a $I.0 million guarantee facility will 

mobilize at least $2.0 million in small business loans. 

Fees, based on the risk of each transaqction, ire charged 

to offset possible future claims. Guarlllntees are limited 

to $3.0 million for any single flacility. Sharing the risk 

equally between the IFI and A..). both enhances the 

probability of a relatively low loss ratio for the Program 

and leverages limited A.1.1). resources to promote 

private sector growth. 

Current Guarantee Programs 

Mobilizing Credit for Small Businesses 

U Training 

To complement its guarntee programs, the 
Investment Program provides training courses for 
bankers and small business owners in A.l.l).-assisted 
countries. The primary putrpose of training is to 

acqlulaint bankers with the use of cash flow lending 

techniques to enable them to better address the credit 

needs of stnall business borrowers and to provide small 
business entrepreneurs wvitwiladditionalI financial 

managernent tools to operate their businesses more 



efficient ly. In addition, small business entrepreneurs 
learn bI()\\ obtain oa ns. The trainingto and rep:iy 

program serves to improve cominlunicati, ) htween the 

two reference groups and thus faciiates tile flow of 

credit to the slall business sector. 

U S/m fl(u.siss Loaui (,'tarilee ProgrItm 

Small liusinesses play a critical role in the economy 
in both de\'eliping and developed c(ountries. In the 

United States alone, over 501,6 of the workforce is 

employed in the smaill business sector. By focusing oi 

smaill businesses, the Investment Program pronotes a 

vital and dvnain ic source of employment and 

prO)ductivity in dev\ehCpL )untries. 
All).'s Small BLusiless Iman GuIrantee ("Snall 

Business") Pro lgrain colinuCs to be :in extreliely' useful 

t()( l fOIn" sma.ill U nder the Smallproo)ting IbsiSnesses. 

BuIlyiness l'rgran, A.I.). provides guarantees for tip to 
511', (Of the risk exposure ol I portfolio of slall 

fl Isiness Iiains maldC by ipart icil'itiig fiiIancial 

institulio ns. ') respo)nd io ire effect ively to the varied 

needs Of sniall businesses, tile types Of credits 

guaranteed have been expanded to include financial 

leases. Institutiins eligible for tie Simall Business 

o'<gilll include locally owned conmercial banks, 

t 0n1pa nies and iother speci/ilized financial institutions.n1l 

S I ,,,i,c' .hlilizttliii ;u, h'Lee P,',,',,,-


Another tonll designed to increase small business 

lending is the Resource Mobilization Guarantee 

Progril. Its purpose is to gather under-utilized 

financial assets and channel them to productive small 
bus iness enterprises. IUnder this program. A.I.I). 

gutrantees tip to 100ij of the deposits of U.S. 

co'm1panies in local fillia'iil institutions, thereby 

increasing their liquidity. This increased liquidity is then 
mnatched I)v the financial institution and lent to small 

indigenois businesses. Al advantage of this program is 

that it avoids tile foreign exchange riks and inflationary 

implications inherent in cross-border borrowing, while 

expanding the llow of capital to entrepreneurs in the 

local private sector. An additional advantage of the 

program is that it provides an alternative investment for 

U.S. companies which in turn is nmade availale to small 

businesses. 

U Leasing Gtaratolee Program 

Leasing is an attractive alternative method of 

financing capital equipment for business owners in both 

developing and de\veloped couIntries. Variation in 

leasing agreements allows for a high degree of flexibility 

for both tile lessee (user) and lessor (owner). For 

example, busiless owners appreciate the 1:1 collateral 
relationship offered by leasing companies compared to 

IsLallly higher ratios req uired by banks. In some 
developing Cutlntries, leasing may he the only means of 

obtainIilmg Inedit.l n- to long-term financing for these 

small business owners. In 1990, the Office of 

Investment established its Leasing Guarantee Progral to 

extend its risk-sharing c'overage to leasing transactions 

for these entrepreneurs. Recent experience shows that 
leasing Isa, source of credit for small businesses is 

rapidly increasing in lower middle income countries, 

A loan officer from Continental Acceptances Ltd. meets 
with a prospective client at his brick factory in Ghana to 
discuss his financing needs. 



AIR-'Enhancing 

As one of its innovative environmental projects, the Office 
of Investment provided a direct loan to the trading 
division of Cultural Survival, a non-profit human rights
organization whose primary objective isto aid indigenous 
people who inhabit some of the world's most threatened 
eco-systenis. 

l'lkqolograpb hy 0 PaulaLerter/ IVWodfln Canmp 1990, Courtesy ofCul/tural 
SurIt--al, ic. 

which are key targets of A.I.). financial market 

development assistance. 

A fiIaince lease is particularly attractive for 

developing country entrepreneurs. Such an 

arrangemCnt allows the lessee to use the asset l*br m(st 
of its useful life, as oppsed to an operating lease which 

allo\ws the lessee to use the asset fOr a shorter period. 
Another advantage of a finance lease to the lessee is 
that the leased equipCment is relected as an asset on the 
lessee's balance sheet. The lessor recovers the full 

capital cost Of the asset, associated financing costs and a 

profit. 

Financial Markets and Instruments 

1111Bon( Gura /re 

A range of sophisticated deht financing instruments 

isa critical cComl- nent ()fin efficient, well-developed 
capital market. In many developing countries, however, 
bonds are rarely used because they are perceived by 

)otenltial purchasers to be a higher risk than they 
actually are. l)u ring 1992, the Office of Investment 
developed the Bond Guarantee Program to address this 
mark,.'t imperfection, and thereby to broaden and 
deepen capital markets in A.l.).-assisted countries. By 

POL.ONIA POL.ONIk P 

OLIMPIAtO 
ELBLAD'
 

Expansion of de Investment Program into Central and 
Eastern Europe will benefit emerging groups of 
entrepreneurs as financial institutions in these countries 

learn that prudent small business lending is profitable. 



guaranteeing up to 50% off the principaXl Of bonds issued divestitures have a positive impact on the economies of 

by banks, the Bond Guarantee Program will encourage local communities. For example, a recent World Bank 

banks to gain experience in using bond issues as a report estimates that 100,000 small distribution and retail 

means of" raising capital. Also, by structuring the bond companies have been privatized worldwide. 

issue in small denominations, this facility can encourage 

small, first-time investors to participate in local capital Involving U.S. Business in Development 

markets, furtherl"broadening and deepening capital * Ilranisq Gulutikro'lee lrO,14imm 

markets, anti possibly discouraging capital flight. The Franchise Guarantee Program, a unique 

Finally, the proceeds of partially guaranteed bond issues initiative within the Agency. addresses two of M..'s 

could ss ide I sth_ source (1"fuding for Sle1,ilg 	 key objectives: promoting private sector growth in 
developing countries and invo lving U.S. businesses in 

ioli(ual- tec P n 	 ecoinomic develo)ment tl ogh explansion of theirU I't'u'al(zattZ 

While ma111N' alre receivinlg international toperations. First, franchising is a proven,developinlg countries 
lower risk meains of starting a business. The franchise's

A.1.1). techica~ l aIssistance andI tither firms of' guidance 
buLsinless systeml offer-s entrepreneur11s iI higher 

in the arei of privatization, the Investment Program 

on accessing badly needed financing for prohlibility of success than starting a new bIsiness
focuses 

pri vati za tions .M1.D.'s P-i\vt i Z atioin rut Pr gi.a 1 \vithIi t t an est IllishI nat. T I;., is oftcn referred toi tee m ted fori 

iS designed to si)pO)t pivatiatinf ts inl count ries as ~sheltered entreprenCurship." As an added benefit 

I that have a firm government cmmfitment to divesting 	 for developing co intries, a franchisir can provide 

important goods and services as well as [.S. technology,stte-owned enterprises. The pogriam redresses market 

fow of* capital by skills and training in important areas srich as accounting,
imperfections that imipede thle 

or debt management, administration, marketing and personnel.
pro)viding guara ntees of Up 1t 50()% on loans 
instruen~ts issuedI 10 fin~ncial institutions that firance 	 Second, the Franchise Guiarantee Program involves U.S. 

businesses in A.I.D.'s international developmentprix'atizattions. Fligible transactions for the prga 

to1employees to ena e them to activities while helping them improve their competitive
incLride: 1) loans 
part ici pate in lilhivee Stoick Opt iin Proigrams 2) advantage in the international economy ts well as 

Itans to private local investtirs: 3) coimmercial debt providing export opportunil ies. 

incrirred by enterprises that have been privattized; and -) To address the lack of adecluate financing for 

potential developing country entrepreneurs,rdebentrires issued by newly privatized companies. 
comp)oundled by thle local banks' inexperience wvith 

By promoting the privatization Of state-own ondei Iy th e loan in.eei p to 

enterprises, the A.I.D. guiarantee facilitates increased 	 franchising, All). pro'ides loan guarantees of up to 
50% for the puIr'ilise of a[S. franchise.efficiency, enhanced competition and improved 


allocation of scarce resorrces. * OF IeFlnance
The program's flexibility Abpn-Reco Iot 

allows small businesses to take advantage of the The Forl'aiting Guarantee Program promotes U.S. 

benefits of privatization - either by being privatizedr exports while giving develoiping corintry importers the 

by operating in a business climate made more efficient opportunity tt access I .S.goids. Under a forfting (or 

and competitive through privatization of' other non-recorrse export inancing) arrangement. the U.S. 

companies. Although l)ri\,tizations of small businesses exporter accepts a series of' promissory trade notes from 

often receive little attention, the large numlers of such 	 the impo rter that are gurianlteed by the importer's bank 



in palyment of the export. Once a fortait house (a 

linancing organization that specializes in buying and 

selling these trad,: notes) buys these notes, it no 

longer has recoIurse to the expo rter, but only to the 

impolter who issued the n( ies and its develo )ping 

Country gUaranto". A.I.I). g,uaratlees u1p to 50% Of' the 

f1flait houIse's risk in buying the de\'eloping country 

note. The program promotes U.S. exports to 

devel(pi ng co unt ries and inlrodu ce.s an inlOrt lnt 

financing m1echI;.aisll to suppo)rt delo\'hping Country 

importers. 

Assisting Transitional Economies 
Thlle countries of Central and E'astern l'urope, and 

the f'oimler S(oviet I hion, as well as many developing 

co nt ries, cntin tie their conversiion to free market 

eColoies. In parltiCil;lr, Central and Eatstern EIIurope, 

and the Ne\ly Independent States (the forner Soviet 

Unin) are in different stages ()I transition frion closed, 

centrally-planned economies, to open market 

economies. In addition, almost all countries in Latin 

Amer;ca and the Caribbean, Africa and Asia have 

adoipted stro ct ural adjustlntll prograis, incl udinig: 

privatization: liberalization of prices, exchange rates and 

interest rates: and enoll privateCOragenlent of sector 

in\volv\ement in fnancial institutions. 

Transitional economies often require special 

assistallCe in this a rd, Ous and com1plex undertaking. 

The Office ol" Investment's programs are available to 

fIacilitate such transitions in A.l.).-assisted countries. Its 

guarantee and10 trainilng pr'ogramns are valuable to 
etrepreners who ofen encounter limited access to 

credit and ha've little or no experience with the 

competition engendered in a free market economy. 

Similarly, the Office of Investment's programs are 

valuaible to countries that are in the process of 

developing strong, competitive financial sectors. 

The Office of Investment staff. 



Implementing Change 
FY )1992\\'s a year ()f r~lcaI and vccnmolic 

ch;.all r n v c( tlllr'ie,S, iIcl 1111" ht[leIflit d Stltes.e ko! a1 


tH tak 

VC( )n( licg'i rw'lh pre'seCnelCd IW 1ainy' (1tlhes changes, 

()ffice strivCd incii 

In rmdI.11 I thu opp+>on'tLlitics f'roi' 

te InlvCs in el t( iiple, lt its pi-ralll 

in hold and illainal\,tive ways. It concenltraled ol 

nl:1xiilizing the devekllpntcl illpact of its pnw)nl' ls Iy 

intllsifying trainin4 "Ir balnkers and sillall busilcss 
lvnCmrS as wCl Is exphl rilnnew \v\a\'s to utilize e.xistilg 

faicilitics. Illaldlition, Ispau'l (ito its clrOlts tot h:riless tile 

enlreVprenenllC tisI Ilnd eni, 1" ss srgy' f1.S. I'ui , fo r 

intelrlationil dcevehomicll, Ihe ( )fficc o)I ll\'Cstlllcnlt 

ti'gecd new re'laiionmships with ['.S. frnlnthis(rs to help 

IlIni Lxpaind 0\'ei'Seas. \nd finally, in 1992, thC ( )ffic'c 

latic'ld aiI naier(A'Ilve eSnll (li)cp1'r1rna 

illpro 'eiIIli i s , I c In "Iesso tns Ic:lrnc'"0VtIc flitin 

pisit CXperieceiC'Cs a1nd t b'ttc'r posititon itself' to in c 
futiulire cliilenge11Cs and oppo rlilics. 

Inl FY 1992, the Office of1Investnict also expanded 

Expanding the Small Business Program 
The SilmIlI Iusinessl oan Guarantee Program has 

Icen tilc C()l.)ll )n ,st Investminlent 11gra..()I th Pl' 's small 

lUsiliss pn'romotion activities, hut its,'other" small 
business assistaln('e prgra ins. USpecially training, have 
oscx pa duled c0)S ideiha Irv. Curi'ent l , llre .i2 SmallaIe 

BLusinCss Pi'ogram1 projects With outstanlding 
aulhoriZ:tiolns totallinlg S55 million in guairanlee 

cver'lge. 

In the past year (f change, the Office t"Investment 

C'olilcelltllated sigllificailit resources n refhlillg its Slall 

busine,ss pr lan hll:ipro \'ilg Cxistilg facil ities, in 

IerIs o" both devClpentlll lpact and utilization. 

Clinil banks \Were given mImoe guidllnc' in finding 

innovtive uld effc-tive USes of the prog-i'mls i order 

toIlaxinlizC guarantee utilizatiol and credit for small 

IhtlSilcSSCS. Trli il f*r' and re hadIlllnke s tll r)lelcL irs 

bCenfi f' ipr'oving 

and ilcCe asil :i\vairnss of ' ln\'C Slllnlt Pgram. 
Also, in oLrder to bectter assCss thle qUllity of' tih 

the dual 0 valuable busiless skills 

its i'egiomaIfc tacomnodate0 aSSi-itanc I'oi" pi'o)graln"s. clienti1s \\'ere asSiStCd in reportling 111o1 
co noaills i transitioll. such ias Solith Africa, Nicaraiu'l. alccurate, and rclevalt ilfrilloioll. 

Cenltral and I.asterln l')pe, iL thu c'()untr'iCs of' the 

Ii)rillcr St\'ict I li n. 

The main gate of Kela: 
Tyres Limited, through 
which its workers pass each 
morning on their way to 
jobs in the factory privatized

SLIT(luring 1992 with A.I.D. 
assistance. 

t
_..O4
 



Supporting Privatization inSri Lanka 
Over the past Clecade, there has been a g10bal wave 

Of privatizaItio n. The trend to Iprivatize is motivated by 

the indislt'ble reatlizltion that the private sector can 

p)rovide gioCs an0d services nuich in' rle efficiently than 

the Itll)liC sec'tor. In additioll, 1ri'atiZtioln frees uI-

-u li c I'ina nc' ither needs.Ing 'h ite' critic'al 

Inl 1992, the Office of Investment played a key role 

in the pri'va tizaticin Of Sri Lanka's state-owned tire 

inlntlufactu rer, IKelAni TyIvs Ltd., lW guaranteeing tile 

issLantlCe of mediumll-ter lenCltUreS. Ofdell) '1he Of'f'ice 

Investment, inl cose coordination with 'SAl IColonlmbo, 

sought t achieve the Missic)n's Icmg-tern privatizatiin 

goalas. helugua 'anIt_een+ccLiiaged l)ca I in v'est ii's, Wh 

\e\'ere ulacic+ustomtled to finauncial tRnentilstm'u niatui'itics 

bevyint One Or tw yea's, to0 commit lfeiir funds toia 

new inlstrumetlnt with a, six year lenure. 'lhe Kehlni 

pi'iv'atization highlights A.I.).'s albility to Sulpp<o>rt 

lpri'ivatizati inn ef'f'orts thus ellhnce mar'1ketand111 Cap+ ital 

deVlcol1ment. ""he success Of' this trlnSIction Will 

1'acilit:ite ICither pI'itizItions which Will sulbstantilIly 

r.._'du'cC Illllic' seC.to i debt an11d int'(duce the ef''icien,.ies 

,Is5soincCIted With i''ate sectrIlmalnageilnnt. 

Under o~rivate Ownership, mianageient is held 

accounttabI f'or the 'ompanly'S c')erf0raniiu', Cthe clear-est 

indicator Of' \vhich is prlfit. In the case Of Kclani, 

A.I.D. Senior Investment
 
Officer Carolin Crabbe and
 
A.I.D. Attorney Advisor Paul4 

Weisenfeld meet with Senior
 
Officials of Banco Santa
 
Cruz following the
 
succ'essfuI issue of the first
 
bank bond issued in Bolivia
 
Under the Bond Guarantee
 
Program designed to
 
broaden and deepen its
 
capital markets.
 

pri'ate owvnrship will lead to more foClSed and market 

resp-)mnsivC tile lIICluctiol. 

Developing the Bond Market inBolivia 
An inipc rtat objecti\'e Of tie Investment Prograim is 

to sup")p)Ort A.l.l).-assisted c'Otitries ill dlc oping their 

finanlcia Imarkets. 'Octhis end, A.I.I). provided critical 

:assistalllnCe in establishilg the Bc liv+ial Stiock ExchatInge 

inl 1989. ll+'wever, il the few yeairs of its existence, 

onlV slhIirt-termClldebt instruments ha\ve been issued and 

tradled, 90%() if which Were issued byv the Central ank 

With maturities of' tip to one y1IeWar. 

Il 1992, the Office of Inve'Cstmncllt estalli.hed the 

Ilecnew OI c Iram+, ellcoulge thecmd G, a ia ntU Pi'), 10i use of 

debt itl lI'u ments With I(11ge t il ies, tlereby 

broadening and deepeninig Bolivia's capital marakets. 

"l'fhe Bold Cuara [ntee l'rori'11 has already achieved 

impressive results in Bolivia. 'hle first appollved facility 

Of this pOi'g an f'oi'BaIco Sata CrtIz, one Oif BoliiasI 

leading banks, intiroduced blndIs atls a mnleals to raise 

capital and CmoOnstrated to) investoirs thfiat l- inntls are a 

soinId in\'estinelt ciptioi. "l'he success Oif Balnco Santat 

CrIZ's first b10id issue ccinsidCIiIb attteitil inldIrewx' -1e 

Bolivian and international financial circles. So fir, the 

BantilCo Sa+lnta.t (7rLiz n l issue lhs m(ti\':tedI three 

Bolivian banks to list their Certificates Of' l)epOsit Oil the 

Bolivial Sto ck Exchan e. 

' 



Focusing on Performance 
The OfITce of Investment continually seeks to better 

meet the changing needs of its clients. In 1992, it t(o lk a 
variety of steps to improve [)rograil perf'ormancc. To 
measure dC\'el()lment impact, theOfice of ln\'est ment is 

linking program goals to measura1ble indicators, and 
enhancing its monitoring and infformati(ni system. In 

additioln, it is f'ocusing mor0e On increasing uLtilization of' 

existing f"rcilities, as well as iio)nitoring c( aupliance with 

I)rograI re(uirements. 

Monitoring 

[ J.obi-Intiice Rvi'w 

In respc ise to the Agency-wide initiative to link 
progra in goa ls and strategic objcCtives With ineasuralie 

P)IrOgralr results, the Office o1 Ilnvestlilt is co)rduciiig a 
Irograrm Performance Inf'ormition System for Strategic 
,\ianagement (PRISM) review. This review will clearly 

articulate the Invest ruen ti IProgr:i's ma jor lo)rig-t erm 
dcevelopment goals, identily the specific indicato)is that will 
meIsuIrC the pr()gr'ess in attaining th(osC goals, aid reflect 

the Office O)f In'estment's cnmmitment to track 
development benefits, 

Loan officers of Kenyan 
financial institutions
 
participating in the
 
Investment Program
 
attended a Small Business
 
Lending course organized
 
by A.I.D. through the
 
Investment Program.
 

0 Antoring (/I/(/ Swl~en(dIiorntttioni 

As a complementary activity to the PRISM review, tile 

Office of, Investment is developing a monitoring and 
inf'orjiation system (NIIS) to consolidate financial, 

m)nitoring and priograrn perlo')nnance data. The iC\ MIS 
will greatly facilitate the assessment of pro)gram results and 

enIsurC that rCs)urces areC used 101-e effective'ly. In 

addition, the new system Will I rrovide high quality 

inlformatio n Which can h used to modify and adjust the 

Investment Program ito better achieve its objectives. 

x (ompII(In/)lce 

'O elLsui piroper monitoring and implementation, tie 

Olffice of Investment is placing increased emphasis on 
impro ving the com pliance of client xanks with Office of 
In\'Cst mCnt rCl)o)rtirg requiii remients and streamlining its 

apro)lr)val I)rpcedUorCs. Ir 1992, the Office of' Investmni 
intensified its Cfforts to e'iluate client biank a:dherencC to 
Ilri'Cstrerit Progratm reliremCiits. On-site visits ha\'e 

)rO\'Cn useful in eiisuri ng c')ripliancC. vCrif'yiig accuracy 

of cla i ins a1rd -r) viding guidaice in im)lemCnting the 
)ro()gratms. FacC-to-face meetings, with the express pUmrl)OSe 

of discussing iiiiplCmCntati(o,, have haiid the added benefit 
of pro)vid ing an Opp-)-)Or'tunity to reiterate tile Investment 



l'r t]rafs \'Alue to each bank. The Office Of Inv'estm1ent date, tile Office of Investment's preli inlinary findings 

aIlso retine'd a1Set Of dfihnitive procedures to CX[)'edite the suggest that banks participating in the Small Business 

ppmal prOicess internally. Program have lower collateral re(Lirements than other 

hanks. The neXt phase of the study, I nmore in-depth 

The Role of Collateral exmllinattion, is planned for the upcomfing year. 

In de.eloping Simil o\ners arec()llllries. business 

Often una1ble: to otl'.ain finanrcing becaluse they\ lick 

colltera. l'Vei when the\'Lv collateral, banks Often Involving U.S. Business 
diScounL its value legal other In \,'ol the Lusiness in thebWcause Or impedimetns ing U.S. coin mu n ity 

nlaku appraisal aInd cO)llect i(n Itlull v\alue. unce(Vrtlin. In ecoinomlic growth of dvel()I)ing co(untries is one of the 

ast tile I]()\w naill Pr as as an0r(er t i incrT f credit t( S1i I usinesses, tie Invest ment graino's legislative mandates well 

Investnlklt IO grin ains too reduce t'olltei'ral requirenlents Agetncv-wide objective. Str Onger linkages with U.S. 

IW flering +lli.tl gulante s and \' iding tt'aining to0 businesse!s ca':n transfer technology, credit and( r efficiently 

ana11-tlhvsis disc( )uraging toienCM'ur:oge es. 1 1\' while reliaMce critical know-how develOping countries. Additionally, 

tno used lnding. expanding their international operations, U.S.ciohktrl- in 

In 1992. the ()ffice of Ine\'stmnlrt Si)Olsored.a stud. to businesses ca1n Ibenefit from A.l).'s extensive knowledge 

aIss'ss the effectiveness Of their p)r)gratms in reducing and in-coLntry experience. 

Ct(lllral]IrILlilremel nls I'or I)lsiiess Tosma11ll borrvers. 

Select U S.franchisors that have heen approved for eligibility for the Franchise Guarantee Program. 
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Growth of Franchise Guarantee Program 
[he Office of In\'eStm(nl's Franchise GCuariant(c 

lrOgraml is a uni(lue initiative within the Agency. It is one 
of the In\'estmenLlt Pru,gran's principal instruments used to 
link I.S. businesses to deVeh ping.0, coMntry etrCprenlris in 
order t( pr)io(tc pri\'ate sect( i growth. Franchising can 
he a comparatively l(Av-risk means of starting a business 

that is particularly advantageouIs to cutrepreneLs in 
deveh ping c()LntrieS Who Might ni)t have extensi've private 

S(eClebuI.SiI1eSS e2xperience. 
The Franichisilg (uarantee Programn, faunclIed in FY 

1991, has been well received IW hoth tile U.S. business 
co()nin nit\' and tile de(e)lpinI g w(orld. IDuring 1992, 
liancoincr was approved to becone the first hank in 

.\lexico to offer a t"carantee facility l'o[r potential 
franchisees. ' date. )ver 120 U.S. franchises have 
expressed interest in the prngrain. Sixteen franchises have 
been appriovcl f"Or participation in the pi'ogi'am, including 
Xer(ox Corp., Mici( Age Internatio n l, Kwil K py Co)rp., 
and Sit Spee'dfy. 

To , ain approval, fra nchlisrsi' must demnstrate that 
their franchises will positively impact the local econmly, 
parti cularly b\y increasing em phoywient atid providing 

training. ''he Office of IMn'eStment also evaluates the 
degree to which the franchise 'WillsuppOrt the gr'owth Of 
mther indLustries thIr muiglh f walrd or baclk\ard linkages. 
Fr exa inple. a printi ingIa nch iSe will intrc1 uce new 
printing techniques and efficiencies, providing pro'ven 
suHppOit seivi'es for investors (as well as local users), 
fuither pl-011iu)t ing a ripple effect f )r futui'e investment, 

Franchising in the Philippines 

In an additional eff't to help the development of' 
sIlall entrepreneurs in tile Philippines, tUSAI1)/Manila 
j(oined lands with tile Office of Investment to explore ways 
of expalnding franchises in the Philippines. As a first step, 
USAII)/Mlanila and the Office of Investment Sp(mns(red a 
study to assess the commercial prspects for t .S.-based 

franchises in the Philippines, and to eValuate the potential 
demand for A.ll).'s Franchise Guarantee Program. The 
stuidy identified 1,,i industries with high prospects for 
success, based on the interest of U.S. and local businesses, 
the potential impact on economic growth, and the 
characteristics of the Philippine market. Active 
disseminati( of the report and related information to a 
wide range of potential investors and bankers is planned 
f'or the coming year. 

New Directions and Special Emphases 

Expanding Small Business/Bank Credit Training 

Program 

Building On the success Of previous programs, the 
Office f Investment signilicantly increased its efforts in 
1992 to integrate training programs into its Investment 
Program activities. Training was conducted this year in 
several new countries with existing or planned guarantee 

facilities including: M)I'r(ccO, Indonesia, Nigeria, Nicaragua, 

Kenya, Mali, Hunga'y and Ghana. Further expansion of 
the training prog,'am is scheduled for South Africa and 
other countries in eaily 1993, including a second round of 
training seminars in Morocco and the Philippines. 
Additionally, the Office of Investment has broadened its 
training pr(ogram to include a component on franchising. 

Client banks and their small business borrowers have 
pra ised the training programs for their usefulness and 
applicability. The expanded emphasis on cash-flow-based 

lending techniqlues and other prudent banking procedures, 
and the "hands-onr" teaching method, complement the 
Office of' Investment's efforts to assist participating financial 
instilcitiins in maximizing the utilization and small business 
dcv elopment imnpact of theii guarantee facilities. In 
summary, the training is designed to improve the quality of 
loans and the creditworthiness of borrowers. 



Loan officers of Nicaraguan financial institutions (left) and small business owners (right) participating in the Investment Program attend 
a Small Business Lending course organized by A.I.D. through the Investment Program. 

Meeting Opportunities in Transitional Economies U Ex.pllnringc ()p 'liunilies in Ce/Iral anu Ealslern 

l'he den and t,0r tIic Office c(d" Investment's prngra is n'd ill9l i/iC ,'wl.'Illepl),let V7ales 

c)nt iuics tocgrowV. As IISAlI) \lissions, dt'eloping 'Tlhc Newly lndepcndent States (NIS) face daunting 

c iciis U .S. c nl)panilcs hac\ chllen'ges in transfOrlling their comnland-driv'ln ecojioniesc'(}unI in i ncanal insii and 

Ic,mrncd in uic ahlc n t Icw tilc, can hcnehtl from these inllto dvian ic mairklet systems. Ecinc cm ic rel'fwin in tie 

P rcgra llS, i'CIIests Ic'cr alSSiStancC IVa C,Stirgcd. In ('0uitnrics ()l Ccntral and Eastcrn Europe, \V' ich cinlibarked 0i 

I:rtiCiulair. Iherc hasI ccn ain inc'casin nunimber of the prc1ess d Itransition carlilr than the Newly Indepcndcnt 

rc(huc,ss t'1)r in tlraiisitiomnal cCc mn0cllics in Africa, Statcs, has hccn halipereCd Vlisharply declining.; outplt andassiStllncc 

and Asia. as well as Central and Eastern the harsh realization that reforming the old political andLatin America 

Iic, and thc Newly Indepcndcnt States. cCc mnoIlic SyStllS is a cnirC difficult task than originallyIurcl 

envisioned. In 1992. the Office Of livstnile.Ilt contributed to 

SSoliti zlfica tlile develcopment of the private sectors in the NIS and 

Scullh Africa, alftUrcri s Of i rity rule, Ias rCcentIV I ltngal)' il imnportaint \\ays. 

enbarked on an irreversible process of non-racial As a nle neber of a ioint State l)epartmenit/A.I.l). 

dc ccratlizaticn. "'i suppcLrit this historic transition, the delegation, Office ofl Inivestment I)irector Stepheni C. Fasthal 

Office of ln\'CStliCnit established Small BLusiness 11an assisted illtihe assessment and design effort leading to 

GLUaranelC tZfcilitiC's Ifir tii'ee Soulh African bainks-- establ ishneit Ocf EntCrprisC Funds to provide needed equity 

Nedc c'r Bank Itd.., Stand:ird IBaink Of SoIthl Africa Ltld. and aI cian capit al fori" new busilCssCs ill Russia anrid tUkraine. 

FutLurelianlk I.d.- Which are Ic ti The cf Stippcrt theCesigned su ppcLcit l idc,_c1mi Act authorizCs estailie shnlent Olf 

cr'Cedit nCCds of indiViduals I Who have lel-idisadvalnltagd E:ntlrpIris, Flnds fcOr til' NIS, that "promote policies and 

lV aparht'id. FIcureank Ltld. is cine ()lc1iiV IWcO [lack- ipracticCs cccndiccive tc priVatC scc'r deVelccplent through 

owned blanks inthe ccunltr'. Thse ficcilitis will hli usCd I cans. and 2(luilv partiCilticin." 

tm texplcore new ways of helping "emerging" i's, In I'rc' nianv small-scale iintrprises I nunulerItn'', 1iga aInd 
such group ls Ic0i and Cnittrprises ) aizl.Cd, iartic'ulari'ysulistitutiig guarant'es cCllatral, Olf lai',g'r-sc:ile hae, been i'CCI 

p'oioting franchising in tlile sci'Vicc sectir. Also, like all cOthcir Caitlltries in the . 

Iegio n. IIi iigary'V is lac'ing SCricOiS pI'cilileniis in huilding a 



A.I.D. Office of Investment Director
 
Stephen Eastham and Senior Investment
 
Officer Sandra Goshgarian meet with the
 
proprietor of a small hotel and
 
convenience store in the black township
 
of East Rand and his banker. Plans are
 
underway to expand the premises to
 
include additional retail shops.
 

strong and competitive banking sector. l'o address the 

criticatl needs that ha'e emergedl in Ilhngarys transition, 

the Office of Investment provided badly needed and 

well-received stall business lending tlaining courses for 

bankers, and plans to expand assistance 

year. Members of the Office of Investtmnent also began a 

Clial gu e with sCnior me m bers Oft the fin a ncia l 

Colllmllity about lending to Sill'ill businesses and 11w 

I in the upco)ming 

its guarantee programis inight be of assistance in that 

eftfo rt. 

SA'\caraiitiu 

In 1990, at the close of a ten-year civil war, the 

economy in Nicaragua was in ruillS. Since then, a fll.IjOI 

reform prograll of n',,netry and fiscal austerity was 

launched. To date, the major accomplishments of the 

reforms include: the privatization of one third of the 

country's state-owned enterprises; the establishlment of 

access to foreign exchange by the private sector; and a 

massive reduction in tile public sector deficit. 

To support the adjustments of the Nicaraguan 

economy, the Office of Investment provided training for 

bankers to improve their ability to lend prudently to 

small businesses, Ind for small business owners to 

enhance their ability to successfully identify and access 

resources in the formal banking sector. As economic 

conditions continue to improve, the Office of Investment 
plan1s to further support private sector banking and slall 

Ibusinesses in Nicaragua through a series of guarantee 

transactions. 



1992 REGIONAL ACTIVITIES
 

In recent .years, Sub-Saharan AfJrica 
bas itnlerone a iiide range fsin(n/iicant chainges. Oi 

the oiie iiciid, there has bee/i a~iLl coiiragiiig/nioienlett
 

bl'i/a/nl' cotntries lo /iilti-pir.,Pdeniocract,, andfive
 
market ecol)rlnic sY'stems,crleating tremendotus 

opp)rtlntliitiesfor prit'atesector developmen/t and 

eco/oinicgrowth. Oil the othfer hand, tle political and 

social nnrest itise'eral other cointries. combined wdith
reg/i~lsiiclro1)/l/i(1 (loit~h (11(1c~lt /iledregionalproblems slic7 (ISdro~light anld continltled
 

ec~essit'e gorer/i/ie/t intervention III the eco/o/t; has 

hindered theeprocess. iMe sittation in the litter couint/rs 
has precluded the ilrodlction o //l' /IeaLninill 
p/ivatesector (,reilometprogra/is. 

The improi'ed political stabilit (1and de/nocritic r/Ol 

introdluced illcolintries sluch as Za//bia, Tanzania, 

Cape 1'erde. Betii, tlthiopia Ghandina.
combined ii'ith 
/ietL:i/i, plais to /oi'P lon'ard /iarket-based pri'ate 


seclor eco/iomies, ar siq/ica/itsteps hich ill provide 

./i/inl 1/tiatiisr / sector de'elopmnt.
/private For 

cxaniple. Zai/bia s democraticall, elecled go'ern/et 
rece'/il)' Co//pleled its first .vear ill qffice following tu'o 
decades /"siigle par , yride/. The indiidu(als elected to 
powler illlate 1.991 itrodufced an/eco/noiic re/ortsii 
prog/ram iiluhtding the liberalizatio/ 0/ in'L/t/eilt anid 
./oreign/€:vcha/,ge regltlatioils, the /ilo'al (/ several 
i/teresl rate coit/Vls and the plannedp'ii'atizatioiqf 
oer 100 state-o'ied e/iterprises. Jollot'i/ig tu'e/t-fit'e 
'ears of socialist central planning, iT/Zaniia has 

rece/it)' /iade co/siderable progress illthe di/eclion of 
eco/Miiic olic r), stead)', shi/'/orns thait will allow a 
(l'a .fro//l (I command eco/io/lP to'ard a iree/arket 
eccllo.i,, 

, 


1992 ACTIVITY HIGHLIGHTS 

The Office of Inestment is currently active in 10 
countries in Sub-Saharan Africa. In this region there ire 

25 projects tilling $25.45 million or 8%o(If the toal 

portfolio. For Sub-Saharan Africa, as elsewhere, 1992 
was at year in which the Office of Investment focused 

mainly on strengthening and fine tuning the ability of 
the Investment Program to foster sustainable pri\'ate 

sector development. In addition to continued efforts to 

facilitate financial market development, specific 

emphasis was placed on the expansion of training 
progranms and the creation of new, or the enhancement 
of existing, mechanisms designed to assist the 

development and financing of small businesses. 
A significant achievenent during 1992 wits the 

successful expansion of the Investment Program into 

South Africa. Guarantee facilities designed to provide 

targeted support for the credit needs of individuals who 
have been disadvantaged by apartheid were approved 
for three South African banks. 

The Office of Investment closely monitored 

improvements in the political, social and economic 
climates of several countries to assess the possible 
introduction of the Investment Program. Many of the 
welcomed economic policy chi'nges (i.e. banking, 

i I 
investment and foreign exchange reforms, as well as 
privatization progranms) announced in these countries 
must proceed to the implementation stage before their 
private sectors will be in a position to take full 

advantage of the assistance offered through the 
Investment Program. The Office of Investment will 
continue to monitor the introduction and 
implementation of policy reforms in these countries with 

a view toward expanding its private sector assistance to 
sone of them in FY 1993. 

Highlights of specific activities undertaken during 
1992, including exploratory trips to Zambia and 

Tanzania, follow. 

Small Business Financing (Regional) 
South Africa The country that has 

experienced the most dramatic change in Sub-Saharan 

Africa is South Africa. It has embarked Upon an 
irreversible process toiward a non-racial democracy. A 

number (f imp(rtant events have tken place over the 
past year which have significantly impacted plitical 

stability in SoL1i Africa. These md tide the US. 
Government's lifting of nmost of the sanctions imposed 



on the South African Governmnent, following iction 

taken INv the So uth Africain Governnient to: release 

political prisoners: repeal tile stele of emergency; 

renlove the baln ol the f ilrmltion of delocratic political 
paxtrties; repea tile Grou p Areas Act and tile PcO)il;atiol 

Registration Act; an i agree to enter goo d faith 

negotiattions with offici;a representatives of tlie hlack 

majiority. 

In response to this changing pl ditical e nvi rcorninent, 

the Office of Investrnent estahlished aI $2.0 inillion loan 

guarantee program in Southl Africa during 1992 to 

mc ibiilize credit fOir Sout h Africans ifisadvantiged Iby 
apartheid. The aim the loan guarantee"of program is to 

enzlf e I lack enitel-reneirs, in patiticu Iar, to l1particilMC 

inire actively in the ecIicOImmic devlCopmlent olf' pist-

11arthei(l South Africa. 

Three- S moth African banks have been aipproveil for 

the Simlll BLsinessl, Loin Guarantee ProgIrali: Stnildtlaril 

Baink OfSolutl Africa Limniteil; Neolcor Iank Limniteil: inlU FutUrelBank Liiitei. Fi ch f these links has 

ie\'clol)eil a uni(Lue approach to servicing tile firiinCiil 

neeils Of "einerging entrelpreneurs." Sta niarI Bank 

recencitly fOIrm ed tile CoiliniIinit y Bainking Services 

)ivisicn to enhance the bank's efforts tc piroviile creilit 
for the infc rnial sector. Einl'mhasis will be fplaced (IO 

making lians to inicr -enterprises. Il iviiluls Who 

have successfully coinIpleteil a training course ilesigneil 

tco imlpart basic LIusiness skills will le inviteil to 
particiite in -tI aink leniling piroigra ii. 

Neilcor B.ank Liiniteil, acting through Neil 

Enterprise, a ifivision of Nedcor Limn ited, plans to 

ilevelop I full ra lnge of specializeil filMnci:il lprC dlucts for 

the seii-I'rial market. Sulport for fraIchising will ibe 
an inllirtarit ' iiusc Of the bank's activities. Established 

in 1991. FIturelank liiitecl is one of only two black-i 

owned hianks ill Sciuth Africa. To help entrelreneurs 

who Itve lifficulItyv iil accessing credit liecatlse if lack 

f ccollateral, FuturelLank ilesigneil a ser'ies Of irOlucts 

miilOeleil after tile successful SAFTA (Soiuth Africa n 

Black Taxi Asscciatici) schenie. h'lhis type of leniling is 

IaS il-upiOil tile ccInicelt Of icOllcCtivC i'CslcOirsibility, i.e., 

i gictiIl gL;,urariltee, in lieu Of coll alteraI. 

- Zambia The Governmnent his put in place a 

comlprehensive priv\atization ropr :andgran is atmending 

the Banking Act which will eilehance the financial 

sector's ability to service private sector deV\elOIient 

needs. Several Zainlhi:an pri\'ate sector fin:ncial 

institutions have indicted that. once tile new Act is in 

p~lace, they wuiil he ( u ite interested in p-articipaIting in 

the 0Office of In\'Cstnlent 's sm;ll business atnd 

lriva tiza tioIn gu iar;ntee p)rcgr;i ins. On a recent trip to 

Z:mblhia. tile Office of Investl ent explored pocssible 

Opl orItunities to flicilitate tile )ri\'aitiZion process and 

priv:ite sectri develo lmlent, an( assessed the viab1)ility of 

introducing its Sina II business a1n( lpriv:tization 

guarantee c1graills. 

- Tanzania The firmi ncia l sector has been 

inilergciioing :t ia thier ifra mtiC trinslfc irma ticin since the 

intr(oIiuction Of new Ianking legislation in 1991. Efforts 

have been Ill; Icte tetcan env111ircninent that wo ulil 
ficilitate tile reintroduction Of private sector bainking 

folloiling yCars ofinonlloly by one state-ownel 

commercial bank. Several pri 'ate sector fina.incial 

instituticinms are nc,, planning to begin c iinOleratti(tIs 

Tanzania. The Office of Investment has been in cc intlct 

with some of these fi na ncialI instit utions to ir(Iviile 

infl Ornmtic ion how Investmnent canO the Proigram ie 
i useil to SulfOirt smallliusiiss leniling activities. The 

Office of In\vestment is exIIOring tile pcissilility cif using 

its guaLratntee authority to facilitate local bank 

parti ci -atiOi in ven ture caPitatl activities su ppcoIrtel hy 
lISAll)/Trinzania iniiler its Finaince ainil Enterprise 

l)evelopmlent Proigram. 

e Uganda After yea rs of econolic ainil political 

instability, the G ,overirmientof gaiila is actively 

eiicoiIraging private sector ifeveloIment. As a 

coliipleiient to tile Governilent's econoicii refoirm 

measures, the Office Of Investmhent has been W0crking 

witi two -anks to pl'onlole the small lIulsinCss sector 

and to stimulate nciri-traiitiomnl eXlorts. In FY 1991, 

tile Office of Investnient estahlisheil a $500,000 

gunarintee fit cility for Nile I,ink l.ti.. to increase loans to 

sia11I fiusinesses, anIl a $1.5 inillioi guaraintCC fcility 

fci' Eq ia tciir lialk tI.. tc p'oviile shcrt-teru fi naincing 



i 

tO[r sinal I11and nlCdiLiuInI tgain(Ian Ct11manlliSiC ig.ged in 

.x piirting. Nilelieink is issistingLqqitO r Btink in 

idllilVilLg ind C,ileiiaint0 (lialiiiC CXlp)Ortc rs foi" 
altricilailln inilrl the, .ran. Ihis facili\' idlh'CssCs the 

nCdC d i weign andll( lCu l Ii( ih I'Al' xcx(haing h ca:il rrcv, Wx'hiclh 

le citic-a Iti tlhie gr(\wIlh the in sccl()i'. InI 1992, thei hcex 

()ffice (if" vestii ci t aitli x, Ix' piVCiil( it ete Ile devel piennt (Of 

theL Nile Bank a1nd k(lntl1O" IBink gtelel-1in faicilities to 

cnii lMic, ic,'y I(0 :. sitivc, ill OIlIl Ct'ntltiC hi,a apl Ict theI 

t;i l.ll scti. 

Small Business/Bank CreditTmining Progmm (Regional) 

Ghana (h-ainii is ill clergig i free iarket 

cc' MiNiv tha:t is dCii lnstl'aItd its ibilit\ 10 ulnidertlke Ind 

Stcccsst ill liltlt n mIii(ir cCt'l itlic"rcf 'i'cn'ms dCsign el 

1o I€Iintc. SLtl1" Ii iilie lI ai1d cc'( inIiliC gl'i\tih.p ri x; Itc iLCve 

Ill (lhai~i. Ihe ()fl'c if If his bCCn woikinlg With.litlucut 

twi tiiuanicil intlitilIn Osl \\ti\s i0 ill lpv,ietihe flw\\' 
Ciu'it 10 Ibtlinc.SSc., Is ised tlsi11i1 ilicluding" I.I 10 t'int'ic, 

the I)mi''hlISc Of I.. ctal cLlil)llil. *lhcsc institttions 

I'c-tiC, tlv pIa'it'ilu;iicl ill the f)llice lf"Investlnt's banlk 

c'ldit tiniiiln Ii i grCin ill 0 CorertoeXIII'C i\ s t0 

liia xixinC Ih'titl-'s Of Ihci r smat1ll bIusil, ss gua,1'an11tee 

t'cilitic., 

* Kenya "l'hie lgress nIl;Ile bNwKenyai reliting I() 

fintnci~ll imrket dcxci Ihs beenvlpilent encoiuraging, lit 
rtl'lhcr dClvel)lnllt. eSpCecially 1in increise in the' 

-tcnomici l " -trnl credit, is needd. 

perk winlince ha"is beeln ha: '.peredby the s(icial and politici 

unrest which Keni eX perienced dtring 1992, resuiltilg in 

scihIick tLr KenN, 's ruC l+toll as a II wellet her i r Africa1in 

tourism. 

Th leOilice If l Inl'sntlllnt intensified its effoirts i) issist 

partll'iicipat)inCg filincial instilutliIns ill enhincing the Ibility, 

Of Sl.ltll ItisiinCss gltlx;ltCc facilities iCtfst r ixvi Sector 

deCehl)opmlnt. This inclulCd the pirticipaitiin of Ken,1yan 

financil institLitions in the OfficC of IlVestlenlit's bxink 

credit tira i prllnggran. Iwo) banks were especially, 

illteeCstCd in the usefulneCss of suich ltaining s ilirI-ltes tI) 

thCil iil telsifiCd efl'(its toi sCi tihe smalll b IiICss 

c im iLItnil't. Ba rclvis Bink iOf Kenya'i receiitl icallne t lhe 

first filn'ilcia institiltioll to renew its Sillaill Blnsiiless Loin 

( Uail';inteC lfcilit '. "l'li flicility is ma inilaged by lIl.liaclaivs7 

Small BIusiiniess in it, vhich w'is crea ted to ) serve the 

f'ina.incinllg tleds Of sllil businesseCs. Sta1nar(.I'd Chatrtered 

Bink his receintly set tip its \VIl Small bIusiness utnit. The 

t.stlIlisllli t these small-1 illi\' theseS11 LisilCss ulnits Will 

bxinks to aIgl,1inlC'lt tihe Cffectiviness Of the Slaill Busilness 

( ili'ni teC f1tcilitiCs. 

'I SLICcSS Of ihesCe trillllg CtliseS, aiid tlihose heCld 

in Nigeria mnd MaIli d11uring 1992, LIS led to retisS for 

additicil(nl tlriiiin CoLII-SUS tlhesC othlleurtg ill and co(untries, 

ililCudilIg Solth Africai aid UgalndI, to le held ini the 

coling year. 



l.I.D.-assisted colt tri-es in Asia 
(Ienl())15nsi/CC!i (!)i'ieldt levels o ('cLOilUic g ( q Ibe 

paist .ea(tr. Thailaid, ndonesiat. hl(lit aiul l1cikistdii 
P(,olrled iliprlwssiie gi)Yl'ib ill,grossdomeslic l)rwodtcl it'bile 
ioiceaiblyl'tweCi.?pL'#l'iwllmiL'e t1s v1'P ill ,S')'(IS '*l( Lctltkw. 

IJalltt,iesh.Newpal andhe Philippines. )'spile positi'e 
illl'-es illtbe (litectl(/" ,loligolia "ecollof
(lenlioc-ac' i(),' 

('\Xric')ltc'(l sete'e'cli- ies as itsIciclwasdisrtiiptcl bl,/wl 

the dissohtlionofthe Sjt'i, I'nion. 

7' Philipp)ine s W.Vpet''¢lce¢d aI/pettcL}'i Iratlf l )011l eus/erC 


/'lol 'ingc JI./ree uudlitll( electiouis Titllit'. A(lig to 

'collomL tdnmit (tiiii"cbtlh'lJes /be liei' rationt/'ce 
1992 Ituws the iitctlit'e econolic ini/)(Ict izsttiiltqtftron te 
siro,./l.S. mii/t' bases i "le,the, Philipines. Jit' 

funds injected by the investor group and the remaining 

funds (covering tile purchase price) raised by the target 

compa1:lny througl the issuiince of mediuzn-tern debentures. 
The success of the privatization method chosen for this 

Stte-owned company was dependent ulp)n the issuance of 

six-year debentures. Since the inv'estor on1iziunity in Sri 

Lanka was unaccuIstomed to financial instrument maturities 
biswlleyond one or two years, a gllrantee was necessary to 

encouaige in\vestors to commit their investment funds to ;I 

new financial instrument with ,ilonger 1maturity. A local 

finalncial institutiol, Merchant 1Bank of Sri Lanka, organized 
a conslortiuml of' sCveril local financial institutions to 

(ttit )Iislrwtlioll, bo¢lt'el,t'#
is con~liltil.n (let' 'hmntnI c:1.iirseittiitt ai, 1hot )ieri Ibcmitnili'ielo nenttslc~ rtb underwrite a1nd gutarHantee repaynent of the dellentures. 
iti/iciteel ill/99/ inl,vcsponse to /he naur-al clisaistens ithich 
strulck the colitllll' that yvw. (t'e; (tIdwrtlk'jianbdhs a itibci 


r/anlllhl r/irwns int 

/a'lCilitcilte q)h'ing'iL'5 

o/ i t luid . l/lr)1(' 

ecolt(iic(leieluIonieuit c11ifin li 

1992 ACTIVITY HIGHLIGHTS 

(I to 


t. 

In tlicAsia regi()n therear.:u'2p )ects totalling S03.13 

Ill ic)n . *lhC.ste prc)ietts cc )mprise 31, of tihe active 
Inv\ lesiuent Progzazm portfolio. Highlighits 

irl\'stlcleit.S Imaic il Ifisc',il Veair 1992 follow, 

Innovative Privatization Financing (Sri Lanka) 

of' newv 

Through an inai ve. use of' the gui'lrantee 

mecChalnisnl, the Oltic'c oftInve,stmnllt \wis ilsltrimCltal in 

the successful pr\iatizati) of"a State-owned tire c npllaly. 

A.I.l).'s I'ivatiZationl (Guaazil tee flicilitited the priatization 

)ftlie pamastat al hy'cc)rrecti ng a1iarket inperf ection.m 

lhce (c)vernlment of Sri Lanka decided in 1991 to 

priv:itize its tire man u fAlct triig Cc') ny, KNelani Tyres Ltd. 

The privatization mlethod chosen involved the private 

p)liceznt.n, tillhr(ugh copet0lltivC 

sta-te'-owneld company~l\ to 111 
n st c-)r5i. T1'h ICgrc()piOf 

bid, of Up 60%,14to of tlhe 

individua',l Or gr-oupJ Of 
ii veCt l ( tIrl'()LgllrS )rSemi tlie 

Iidd izig prcess zeeded to flund a p )rticn ofi Iheir ipu'clalhse 

with nediuml-Crlll debt. lheir fiizincial pa'k:ag' 

represented icc)iventio)nal ICCligCd buy-)lt with (cluity 

A.I.I). played i critical role in the successful issuaLnce of 
these debentures by offering a partil ba ckstop guarantee 
to the lccil fiznnciil instituttions, thereby enabling them to 

Ianage their risk and participate in additiconala privatization 
transactions. 

A.I.D.'s privatization guarantee mechanism played an 
instrumental role in the arrangement of funding for the transfer 
of the state-owned Kelani Tyres Limited to private hands. 
Investment Officer Judith Coker Evans visits the tire factory to 

review privatization plans with plant managers. 



Figure 1: DevelopmentImpact ofKelani Tyres 
Privatization 

The A.I.D. guarantee facility established for the 

Kelani privatization had several positive development 

impacts: 
* 	 Facilitatedthe successful issuance of the 

first medium-tern debenture in Sri Lanka; 
* 	 Played a criticalrole in enhancing the 

quality of the medium-term debentures, 
thereby strengt.*ening the private sector's 
ability to raisefinds; 

* 	 Enabled localfinancial institutions to 
participatein severalprivatizationsby 
enabling them to spread their risk over 
severaltransactions; 

* 	 Created a model to facilitate other 
privatizationswith anA.I.D. guarantee; 

" 	 Assisted in substantially reducing public 
sector debt and introducingthe efficiencies 
associatedwith privatesectormanagement. 

The successful completion of the Kelani 

privatization has served as a showcase for the ability of 
an A.1.1). guarantee to support privatization efforts 
worldwide and thus accelerate and enhance capital 

markets development. Several Sri Lankan financial 
institutions participating in the Kelani privatization 
expressed strong interest in establishing A..l). guarantee 

fa cilit ies. In response, thle Office of In vestment 
alpprox'ed the creation of privatization guarantee 
facilities for indi Vidual Sri Lankan financial institutions 

particifp>ating in pri vatization activities in the future. 

Franchising (Philippines)
TUhe lBureau for Pri \'ate lEnterprise's Office of 

Investment and tUSAll)/Manila's Private Enterprise 
Support Office recently co-funded a1study of franchise 
opportunities in the Philippines, including an 

assessment of the need and demand for the Franchise 

Guarantee Progran. As discussed earlier, this progral
 
is designed to encourage local financial institutions to
 

finance the participation of local entrepreneurs in U.S.
 

franchise programs.
 

Small Business Financing (Philippines) 
l)uring the year, emphasis in these large and wvell­

established programs was placed on increasing the 
active utilization of existing guarantee facilities. In 
addition, several client financial institutions requested 
renewal (fexisting Small Business Loan facilities upon 
expiryin early 1993 and some have proposed additional 
fx it in earl193 ad oe use O ti ontl
 

facilities for innovative uses of the guarantee 
mechanism. Several non-participating financial 
institutions have observed the innovative uses and 
resulting success of the guarantee facilities and have 
expressed interest in purticipating in the Investment U 
r
 

The Office of Investment works closely with participating
financial institutions in order to ensure the existence of 
high quality small business loan portfolios. Senior 
Investment Officer Bryan Kurtz visits with small business 
lending officers of the Philippine Commercial International
Bank in Manila. 



The private enterprise offices in the Manila and 

Jakarta ISAII) Missiolns continue to view the guarantee 

as one of several critical 1t)1)1s needed ui achieve their 

pri\vate sector deb' hpMent objectives. The Missions 

find it beneficial I() have access to tile IllIir financial 

in IlnVeStmenC-;insttilti i\lS i~llvld the t Prigrall. The 

rt-latioI shiip establishe-,d with these finacial institutions 

hV the l\v-stinCnt is extrem'ly USeful l) th-I ICal 

,Missiins Is it ,ll(AV\\'s themt' toI discuss I tlie-r dt-'eh pment 

is.seIS .1ld plrgra.inMIS With th-ese instit ut ions. 1h U 

\lissions See t Ie bene-fits of c' nlincig a: larg.e number 

(I linacial institutiolns ()I' the lerits and pr(oilability of 

lending to1 crdi Cli\Virtliv si all- a n l inl'diiii-sized 

I)usinCsses. O)ncC the'v are.'able to imitigaite the 

purVIc(!i\ eLd a1nd oftCn WithCi)sts risks issociIted such 

lCnding. particiliting financial institutions have beLen 

a1blC to IhraliCn thCir 1hian polrtfolios to include such 

li)\il ilislV uLiildr-ser\'Vd gil'( 1ups Of boi 'r vers. 

Small Business/Bank Credit Training Program 
(Regional) 

Indonesia lndont,Sian financial iilstitutiilns 

p):Ilticii-Jatilg in tile Small lsiness Lan Guirantee 

Pr grani attended in Office (If Investment bank credit 

training pl()grai in early 1992. All of' the participants 

c'0lntacteil fllo\\'ing the colpleltioln of the training 

p~ gral' indicated sevral direct bIenefiis including the 

duvell ilent I)" prudent lending practices relating to 

In certain cases, the Office of Investment provides funding 
to A.I.D. Missions to support the hiring of local staff to 
assist in the inmplementadon and coordination of the 
Private Sector Investment Program. Mr. Manual Vilfaiueva 
is a former Philippine banker who was hired by the 
Private Enterprise Support Office of USAID/Manila to help 
manage several proiects involving banks participating in 
the Investment Program. 

small businesses. One participating connercial bank, 

Bank Niaga, was so pleased with the training course 

that it reti uested and obtained A.l.l).'s permission to 

hav thle coiurS instrLIctoirs dCsign an in-house training 

prigr'an t'0hiit at its )nii expense. 

• Philippines The success of similar training 

pg(),rlslllS splslied by the Office 4 Investment in Sri 

Lanka and the Philippines in 1991 has led to IrequCsts 

1i a secCond 'onllld (if training COIursL'e to he held in the 

co)ming Var. In addition, the Priviate Enterprise Support 

Office (iI lSAll)/,Manila retained the services of the 

cLul'rs,, instrUCtorS in orider to enhance the training 

comlp-onent of' the Mission's other private sector 

deCel( ipme(, nl activities. 



7he Latin Americt cl the Caribbean 
(I.IC) )*egion is beginiiih t) ma(ke a co b/'a.'k q/icr its 
-Lost Decade" o./ibe 1980s. uheut' it was /be uorld\ 
shou'esi (g,'aiint VL',iO2,t wit/ GI)I" /l~l7Ur arTlll Ia. 
7'be LAC region lat acbed pruranms to re!'see tbis 
,conoUmic (ecliie. including st'/rc/tIa (!iijnsllenlts. 

pr/n/',1t(I0)/ f/ Icide allt /n0)/t -I)'ldlionlal t,.V)o1's, 

dive:-s/Ycatiou q/a'wrcnllm'. l alizaliii o/trade and 


These 1 ro.qrams bae begul n2to hate positive e.'/ects. 
leqinilg,iii 1991, be ; "iol g~wl'(DP sligh(lll' b'

/1.2%I anld h.i' 2.6% in 1992. anld the det, l7'ice,ratio
1.r1!))elbd /)'u,2 4 1h to 26%. 7i",re ds i e'(SIIo 


cattiusl' op)timislic about th' iVe,'i:n pirspects initbe 

1990s. t1bile the debt levelfir tbe region is still 

slthutsuilial./ma(ny2 Vculoltries ioltlabl' C/ile,.ex.ico. Costa 

Rica. IHoli/ in, I 'e'iieztiela aiidt I 'rula,.//.'. ht e' created

icia.Biviae Ve/e~uele adl 0-1git.havct/theeiinqiittalive scheme'o/l ."I,er{duce it. l'he illc )./*these 

aIeast.IIe.s is (' 'ide ced In' ile gr/'adlf reltr/' ¢./" 

iulte'/atlio/talhat's (2/l(1 a
idl'eStol,, (1)2(1ret'elel(l in1 
capitlal oifl/his. lirni'ae capital i2/2vestmet r-eached I' " 
$1 5 billionl i/I/991, rep)rLse,2tii~g 75% of/nto rldaide,S/ illiont in19/,Lati A ltciy (1/2(1the Cribbiienim-t'esltne. "17tits, halin ,Dpi-,,ica andlg ibe Car-ibbean 
sholild prulide a fi,rlile ,q)oundfi ,wAl.l). gal'atee 
pr.1woais il ie lfpcomii. .l. ,arand betyond. 

1992 Activity Highlights 
This region includes 20 Projects totalling $39.57 

million or 29%(Nofthe total portfolio. 
This year. the Office of Investment's Projects in the 

region supported the important (bjectives (If mobilizing 
credit for Small Businesses, and broadening and 
deepening capital markets. It expanded its activities 
into several new areas which are highlighted below, 

Promoting U.S. Business (Mexico, Regional) 
In 1992, in addition to expanding small business 

guarantees in several ne\ countries in the LAC region. 
A.I.I). inaugurated its Franchise Guarantee Programl in 
Mexico. This programin is intended to enable local 
entrepreneurs to own 1111d operate their own blusinesses 
while at the same time supporting U.S. bu.sinesses to 

expa nd their fra nchise sales in developing c(untries. 
The program in Mexico is in consonance with the North 
American Free Trade Agreement (NAFI'A) and interlaces 

with Mexico's bright prospects enabled I'wy its Policies of 
fiscal stringency and econ nic liberalization. It is cited 
as the leader in attracting foreign capital to the region, 
which reached the highest point since the earlyI1980s. 

" 
Mexico is a particularly attractive country for U.S. 
franchises that are seeking to expand internationally. 

The Franchise Guarantee Progrlmn in Mexico 
extended a $3.0 million Loan Portfolio Guarantee to 

1',1Bancomer exclusively for franchising transactions. The 

Office of Investment is anticipating the approval of five 
new guarantee flcilities for franchising in Latin America 

in early 1993. With the improving economic prospects, 
there is great denand and potential for U.S. fianchises 

in the region. 

Broadening and Deepening Capital Markets 

(Bolivia) 
lBolivia's newly-formed Stock Exchange began 

operations in 1989. Since then, only debt instruments 
have been issued and traded, 90% Of \\hich were issued 
by the Central Bank with te,.ors Of Ip to one year. 



This year, the Office of Investment successfully 

launched the Worldwide Bond Guarantee Program, 

designed to broaden and deepen capital markets in 

A.I.D.-assisted countries. The first bonds for $6.0 

million were issu~ed by Banco Santa Cruz of Bolivia, 

With resounding success. he entire issue, half of which 

was purchased by a AAA-rated foreign investor, sold out 

in an unprecedented seventeen minutes, and the bonds 

were traded on secondary markets at a profit. Banco 

Santa Cruz's success lhas already encouraged three other 

banks to compete by issuing certificates of deposit 

(CI)s) on the Bolivian Stock Exchange for the first time. 

The success of the Santa Cruz issue far exceeded 

expectations. Both the hank and the Office of 

Investment had not envisioned that the first issue would 

have such a profound and immediate impact on 

Bolivia's capital markets. 

It is anticipated that two to three other Bolivian 

banks will be approved for A.l.l).'s Bond Guarantee 

Program in FY 1993. The Office of Investment also 

plans to expand the program into other countries where 

the emerging market could be deepened by the 

program. 

Training (Nicaragua) 
As part of its efforts to focus on transition 

economies, the Office of Investment is providing 

increased assistance in Nicaragua. In 1992, training was 

offered to newly created banks in various tecliques of 

small business lending. The Courses are vital to private 

sector development as they provide the skills necessary, 

particularlV cash-flow based lending techniques, to 

expand lending to smaller companies. Training was 

also provided to small business owners in financial 

management technicues, with an emphasis on cost­

accounting. The training courses were well-received by 

the banking and small business communities in 

Nicaragua. As economic conditions improve, the Office 

of Investment expects to further develop private sector 

banking and small businesses in Nicaragua. 



The repercttssiozs (/I te Gi!"coflict 
cuittillled to /t'dc the Near Last ad Nolim Aiica in
/99/. Ill addlitionto1 tb~e pbl'sical chtmae qe iltflicted on.fl 


the Clllries invzolved Coltlllries thrvoibghoit the leiolz 
are still rcCovel'erig.i/ron siarplv,dimitisbed trade, a 
dalmatic dl1rop in toilltism, and al in/flux o./'refilgees and 
m1? ill the GztI/l )Ikl'r one)xfl' 

Inl 1992, the economies o/he'ear East and.Northb A/-ica 
rLt ion rbounded smtfrisingly ntel..filozziur, a period (f? 
disrz/tzioi caused bli, f' (h i icon/lict. Countries i)1the 
ivgiol), ilicltdiiilo .lh))cc', Tunizisia. aid t"k.'pt, bae 
imlc'f/nleL tedeconJol it e/ri i(i4Pu)l's to: liberaiZcle
interest rates anda~f/'we~qn/we~,z excfirstmvbange r-ates: liberalizei~teestale 

t d gtt, uwi',s 0/ mnaui/acllzlrllel)oods: iiCIS Ira ' n altact 

./orez, nit estuuet: shi/t to mow fil
e/7ic.uwt and less 
ii/ltltiotcrr' monhilyt(i' Utlldfidscil )olicie's. li [)llticiltt, 
.l/rrccoi ecozommz ic re/ornus haz'e comiltribilied to itst'cooimic inhavepice tbil to itsSte cct's 1ozuth.lsstemul' ecolrmliC q,-oll-th. impressitve pr-ice slabilit anld , 

g.rea/l' imcvased fbreqtlm direct itestment. 'Ibich7 has 
mzctr.lt' qictth'i)led inf /ie rears. Ttizisia s ecozonlic 
reornz pmrcqz'i has beenz quite szzcces.s/ftl ill the aireas o/ 
pr/i'aleseclor dez e/opmellt. prilzalizatio, acd tlax reforn, 
(is well as the e.'mpasiom o/ the ramge o/ (aiailable 
,/mlallcialiuslrznzezts. 

1992 ACTIVITY HIGHLIGHTS 
lhis region includes 6 projects totalling $12.5 

million or 9 of the total portfolio. 
Activities continue to be concentrated in MIorocco 

and Tunisia. In 1992, the Office of investment's prilnaly 
goal in the region was to intensify efforts relating to 
training in order to enhance the ability of participating 
banks to maximize usage 1'their guarantee facilities. 
USAl)/Tunisia comtinues to provide important support 
1k'r pri\vatizatiol1 activities in Tunisia. Recent moves by 
the Government ot TFunisia indicate its near-term plans 
to activate the Privatization Guarantee Facility. 

Established by the Office of Investment in 1991, this 
fkcility enables employees to participate directly in the 

privattization proess by mobilizing credit for the 
purchase of shares and/or fixed assets ot companies that 
are being privatized. 

Highlights of the year's accomplishments fo llow. 

Small Business/Bank Credit Training Program 

(Morocco) 
The success of previous training programs 

sponsored by the Office of Investment in Morocco has 

led to requests for a second rcound of training courses to 
be held in the coming year. 

'lie training CourHISeS scheduled for Morocco in 
JanuaLT 1993 will break new ground in that this is tie 

time the training prog3ram will he conducted outside 

of, Casablanca, the major commercial center. Training 
will take place in Tangier and Marrakech in an effort to 
reach bankers and small business owners who are 

located in other important regional areas. 

U 
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INVESTMENT PORTFOLIO 

Sc'Plo't her .t, 1992 
kI'\',Xpr st'/ inQI"..S 

111tlhim s 

Sulb-Saharan Africa ................................... 

LOANS 

3.00 

G(VAI,. 

22.4 

GRANTS 

0.05 

TOTAL. 

25.45 

OF 
PORIFOLIO 

18% 

No. OF 
IPROIECIS 

25 

A sia ........................................................... 4.38 38.63 0.12 43.13 31% 32 

Latin America & Caribbean ..................... 5.5 35.50 0.57 39.57 29% 20 

Near East and North Africa ..................... 12.50 - 12.50 9% 6 

V1rldwide Facilities ................................. 5.40 12.42 - 17.82 13% 7 

U 

IT, al .......................................................... 

1i of Total ................................................. 

18.28 

13.01% 

121.45 

86.46% 

0.74 

0.53% 

138.47 

100% 

100% 90 

GROWTH OF INVESTMENT 
1984-1992 
(cumulative ­in U.S. $ millions) 

PORTFOLIO* 

$132 

$150 

$160 -

-

150 

120 

$92 
- 90 

$58 

$65 
$65-

~-6 

60 

$28 ' J$58 

FY84 FY85 FY86 FY87 FY88 

"Authorizations/obligationsless write-offs and de-obligations 

FY89 FY90 FY91 FY92 



Se'/l(,mber.;0. 1()()2 

L'prVssed ill _ '.S millions 
RI I tARY 
SEC'OR FY ]TPE LOANS GiAR. GRANTS TOTAL 

Africa Regi(nl 
IlI)ESA S.A. (Sub Sahara) 
EI)IESA S.A. (Sub Sahara) 

Small Business 
Small Business 

FY86 
FY91 

LNG 
RMG 

-
-

1.50 
2.00 

-
-

1.50 
2.00 

Botswallai 
l aclay's Bank 
BCCI FNBB 
El)IFSA S.A. (Botswana) 
Standard Chartered Bank 

,SmallI BLisiness 
Small Business 
Small Blusiness 
Small Blusilless 

FY88 
FY88 
FY91 
FY88 

LNG 
LNG 
RMG 
LNG 

-
-
-
-

0.25 
0.15 
0.75 
0.25 

-
-
-
-

0.25 
0.15 
0.75 
0.25 

Ca fl InC )11 

C 
(;han1a 

I SiIall Business FY90 LPG - 1.00 - 1.00 

C()nlinental Acceptances Small Business FY91 LPG - 1.00 - 1.00 

lKenya 
B .IIc.vs Bank f(Kenya 

I)iaiw nd Trust (In'a ) 
.\liddle Afric'a I:inance C). 
Sl:ulla' Chartered Bank 
MliCn'a Equity Capital limited 

Sinall Business 
Small Blusiness 
Small Businiess 
Small BIusiness 
Small Business 

FY89 
FY87 
FY89 
FY90 
FY91 

I.PG 
LNG/GRT 
LPG 
LPG 
RMG 

-
-
-
-
-

1.00 
0.50 
0.50 
1.00 
2.00 

-
0.05 
-
-
-

1.00 
0.55 
0.50 
1.00 
2.00 

Bank ()"Africa 
\lauriti us 

Small Business FY90 I.PG - 0.50 - 0.50 

Trident F()()(.s (*) 

Nigceria 
Fish. " )tess. FY87 I)IL 1.24* - - 1.24 

Cha'tered Bank 
Inv'estmCnt1Banking & Trust 
,\leridian Eluity Bank 

Small B,usiness 
Small Business 
Small Business 

FY90 
FY90 
FY90 

LP)G 
I.PG 
LIPG 

-
-
-

1.00 
1.00 
1.00 

-
-
-

1.00 
1.00 
1.00 

SOIIh AIrkia 
Future Bank 
Ned'c w()rBalnk 
Standard B:mnk 

Small Business 
Small BusinCss 
Small Blusiness 

FY92 
FY92 
FY92 

LPG 
LI)G 
LIPG 

-
-
-

0.50 
0.50 
1.00 

-
-
-

0.50 
0.50 
1.00 

Edcl,1nk (ETI) Small BLusiness FY90 LPG - 3.00 - 3.00 

SIgalda 
Fquat()r .iBank 
Nile Bank 

Sllall BLusilneCss 
Sill Blusiness 

FY91 
FY91 

RMG 
I.PG 

-
-

1.50 
0.50 

-
-

1.50 
0.50 

Z,,illll)i~l 

Masslock Agribusiness FY88 I)IL 3.00 - - 3.00 

Total for Sub-Saharan Africa Active Portfolio 
Total for Sub-Saharan Africa Cumulative Portfolio 

inlhtides coinlpleted flicililics) 

3.00 
4.24 

22.40 
22.40 

0.05 
0.05 

25.45 
26.69 

(.mldhltd/fiwifilcr 

KEY FRA Franchise Guarantee LIPG Small Business Loan Guarantee 
DIL Direct Loan GRT Grant PRV Privatization Guarantee 
FOR Forfait Guarantee LNG Loan Gu.a'antee 13ND Bond Guarantee 

RMG Resource Mobilization Guarantee 



St,plemer).0, /992 

Ui .S. $ pIillions 
PRIMARY 
SE.CTOR FY TYPE, LOANS GI IAR GRANTS TOTAL 

la ngladesh 
Industrial l)ev. Leasing Co. Leasing FY90 LPG - 0.50 - 0.50 

Indonesia 
Bank Bali Small Business FY89 LPG - 1.00 - 1.00 
Bank Niaga lxport lPromotion FY85 LNG/GRT - 2.00 0.05* 2.05 
Bank Niaga Small Business FY90 LPG - 3.00 - 3.00 
Bank imnun Nasional (*) Rural Lending FY85 LNG - 0.60' - 0.60 

Bank I nmum Nasional Small Business F'91 LPG - 3.00 - 3.00 
Niaga Factoring Smal Business FY91 IPG - 0.50 - 0.50 
Nusa Ban1k Small Business FY90 IPG - 0.50 - 0.50 
Overseas lxpress (*) Small Business FY85 LNG - 0.50* - 0.50 
Pan1 Indonesia Bank Simall Business FY89 LPG - 2.00 - 2.00 

Nepa 
Nepal Grindley's Sill Business FY91 LPG - 0.50 - 0.50 

Pakistan 
Pakistan I-ndust. Com1Las. leasing FY90 LPG - 0.04 - 0.04 

- 0.02* - 0.02 

lilippines 
Asiatrust Small Business FY91 LPG - 0.50 - 0.50 
Bk. of Philippine Islands Agrihusiness FY86 LNG - 1.00 - 1.00 
Far Fast lBak I (*) Export IPromotion FY85 LNG - 2.00' - 2.00 
Far11"East Bank II 1.S. Exports FY88 LNG - 2.19 - 2.19 
FEB Leas. & Finance Corp le"asing FY90 LPG - 0.50 - 0.50 
Mercator Finance Corp. l~elsing FY90 IPG - 0.50 - 0.50 
Metrolh:ank Rural Lending FY86 LNG - 0.50 - 0.50 
Phil. Commnercial Intl Hank Rural Lending FY86 LNG - 2.40 - 2.40 
Phil. Comnmercial Intl Bank Small Business FY90 LPG - 3.00 - 3.00 
P)lanters l)e\elop. Bank Small Business FY90 LPG - 1.00 - 1.00 
SolidBank Small Business IFY89 LPG - 1.00 - 1.00 

Sri lanka 
Citil;,nk Small Blusiness FY91 LPG - 0.50 - 0.50 
Fin:ance Conpany Ltd. Smllll Business FY90 LPG - 0.50 - 0.50 
[ latton National IBnk Small Business FY90 LPG - 3.00 - 3.00 

Kelani Tyre Merchant Bank Privatization FY92 PRV - 2.00 - 2.00 
Sampath Bank Ltd. Small Business FY90 LPG - 2.50 - 2.50 
Seylan Bank U.S. Expots FY91 DIL 1.00 - - 1.00 
Seylan lBank Small Business FY91 LPG - 1.50 - 1.50 

Tha ilandil ndh)nesia 

Ieilthlink!lath(*) Heath FY84 LNG - 0.31' - 0.31 
Thailand 

Bank of Asia (11) Small Business FY90 LPG - 3.00t - 3.00 
Thai I)nu(*) Rural Lending FY85 LNG/GRT - 2.35* 0.05* 2.40 
Thai Pacific Foods U.S. Fxports FY8,i )IL/GRT 2.50 - 0.07 2.57 
Thai Venture Capital Venlture Capitatl FY87 DIL/GRT 0.88 - 0.05 0.93 

Total for Asia Active Portfolio 4.38 38.63 0.12 43.13 

Total for Asia Cumulative Portfolio (incldes completed facilities) 4.38 44.41 0.22 49.01 

Comp Wletdfitilir 1 .S.lIIs)Lel(1Cd tlIi" Iu Coot) ill "lia ilanld 



S')lher30, 1'', 

Iyxfl'ssC(d 1,1I *.S.5 inillions 

PRIMARY 
SICTOR FY TlPE LOANS GUAR. GRANTS TOTAL 

LAC Regional 
ACCION I Microenterprise FY85 LNG/GRT - 1.00 0.52 1.52 
ACCION 11 Microenterprise FY91 I)IL 2.00 - - 2.00 

Bolivia 
Union of Bolivian Banks Small Business FY86 LNG/GRT - 2.00 0.06* 2.06 
(8 kanks) 
Banco Industriakl, S.A. Small Business FY92 LIPG - 1.50 - 1.50 
Banco Hipotecario National Snmll Business FY92 LPG - 1.50 - 1.50 
Iknco de Laz Small Business FY92 LPG - 1.50 - 1.50 
Banco Santt Cruz Bonds Small Business FY92 BNI) - 3.00 - 3.00 

Caribbean 
Agriblusiness () Agribusiness FY85 DIL 0.15' - - 0.15 
Caribbe,n Basin Corp.(*) Venture Capital FY84 DIL 0.26* - - 0.26 
International MultifoOCs (*) Agribusiness FY85 DIL 1.00' - - 1.00 

Costa Rica 
Banco de Comercio Small Business FY90 LPG - 2.00 - 2.00 
COFISA Small Business FY89 IPG - 0.50 - 0.50 
Costa Rica E'cotoUrism Environment F'90 DIL/GRT 0.50 - 0.05 0.55 
PlC Venture Capital FY91 DIL 3.00 - - 3.00 

Dominican Rep. 
Banco de I)eSarrollo BHD () Small Business FY89 LPG - 0.50* - 0.50 
Conl'isa Leasing Leasing FY90 LPG - 0.50 - 0.50 
Finade(*) Export Promotion FY84 LNG - 2.00* - 2.00 

E:culador 

Finguasa (*) Small Business FY84 LNG - 1.40' - 1.40 
Finiber I () Small Business FY84 LNG - 1.40' - 1.40 

Gulatemala 
Guatemala LGF (*) Agribusiness FY87 LNG - 0.50* - 0.50 

Janmica 
ALICO.Jamaica (2 banks) Small Business FY89 RMG - 2.00 - 2.00 
Century National Bank Small Business FY90 LPG - 2.00 - 2.00 
.amaica Citizens Bank (*) Small Business FY89 LPG - 0.50" - 0.50 
.Jamaica IPrivatization Privatization FY91 PRV - 10.00 - 10.00 
(5 banks) 
Mutual Security Bank Small Business FY89 LPG - 3.00 - 3.00 

Mexico 
Bancomer Small Business FY92 LPG - 3.00 - 3.00 

Total for LAC Active Portfolio 5.50 33.50 0.57 39.57 

Total for JAC Cumulative Portfolio (includes completed facilities) 6.91 39.80 0.63 47.34 

*Completedfilciity 



.S'lembher.;o, 1992 

Vpessdc' in I ".S,'S milli 
IRIMARY 
SECTOR FY TYPE LOANS GUAR, GRANTS TOTAL 

.1i)rdfl 

kink ol'.J()rdan (*) Small Business FY88 LNG - 1.00' - 1.00 
Cairo Amman Bank(*) Sm1all Business FY88 LNG - 0.50* - 0.50 

N1ui'(cco 
SMI)C Small Business FY91 LPG - 1.00 - 1.00 
We'flhalH 1Lasing FY90 LPG - 1.50 - 1.50 
\VaSfllnk(1* Small Business FY85 LNG/GRT - 2.50* 0.05* 2.55 
\VAfiiank S,1mall Business FY90 LPG - 3.00 - 3.00 

"l'utisia 

Aralb Tunisian Small Business FY90 LPG - 2.00 - 2.00 
BIAT PrivatizaIion FY91 PRV - 3.00 - 3.00 
CFCI' Small Business FY90 LPG - 2.00 - 2.00 

Turkey 
Securitized Trade (*) Small Business FY87 LNG - 2.40* - 2.40 

Total for Near East Active Portfolio 0.00 12.50 0.00 12.50 
Total for Near East Cumulative Portfolio (includes completed facilities) 0.00 18.90 0.05 18.95 

'"O)I h 'tedfIi/.9') 

.St~,14lnbr.WU. /92 
IE)\'p (d in I.S.S muillion 

PRIIMAIRY 
SECITOR FY TYPE LOANS GUAR. GRANTS TOTAL 

1E\'i r),nllelnt 
Culturall Surv'iVal Lnterp. Lnvironnient FY90 I)IL 3.00 - - 3.00 
Envir in. Enlerp. (Winrock) Environment FY90 DIL 2.40 - - 2.40 

Forflaiting 
karclay's F()rl-iting I .S. Exports FY91 FOR - 2.50 - 2.50 

Midland Bank A\v;il,ltd. U.S. 'xports FY89 FOR - 2.50 - 2.50 
Monava.il Finaunz A.G. U.S. Exports FY89 FOR - 2.50 - 2.50 
\VCsldCutscIV l.indesbank U.S. Exports FY90 FOR - 1.92 - 1.92 

Franchising 
AlphaGraphics U.S. Frnchising FY91 FRA - 3.00 - 3.00 

Total for Worldwide Active Portfolio 
Total for Worldwide Cumulative Portfolio (includes completed falcilities) 

5.40 
5.40 

12.42 
12.42 

0.00 
0.00 

17.82 
17.82 



Siplember30. 1992 

FVIvIsed il I'.S. $ Ihousand 

FISCAL YEAR PRINCIPAL INTHREST FEES TOTAL" 

198i $0 $74 $15 $89
 

1986 152 296 94 542
 
1987 1,878 862 113 2,853
 
1988 1,436 1,134 1'45 2,715
 
1989 6,549 1,406 149 8,104
 
1990 6,022 2,309 198 8,529
 
1991 4,889 1,660 240 6,789
 
1992 3,664 1,017 22zi 4,905
 

TOTAL $24,590 $8,758 $1,178 S34,526 

* Note: eclidesearnintgs on rflott's invested in U.S. Got'ernment Oblnqations. 

.is required by 'ection .303 qf the CbiefFinancial O/ficen Act o] 1990, the tFinancialStatenients.foirthe Private Sector Investment 
'rogram will be submitted to the Office fMa nagenteent and Budget hi' March .31, 1993,. and atditedFinancial Statements./or the 

Private Sector Investmnent Prot ramn will be atailable onJune .30, 1993. There/ore, the FnancialStatements for the Private Sector U 
Invstnent Prograill are not included inl Ibis.rearsannualreport fr the Private Sector Invwestent Program. 



INVESTMENT PROGRAM MANAGEMENT 

U.S. Agency for International Development 
Adniinistrator (acting) Scott M. Spangler 

Bureau for Private Enterprise 
Assistant Administrator (acting) Robert Bakley 

Office of Investment 
)irectcor Stephen C. Eastharn 

I)eputy l)irector Janes l)empsey 
Chief Credit Officer l)aniel Roberts 

Senior Investment Officers 
t.i/rica and the ANear F'ast Sandra Goshgarian 
Asia Bryan Kurtz 
LAtin Anerica & 117e Caribbean Carolin Crabbe 

lnvestment Officer Judith Coker Evns 
Pr ject Olficer Katherine Wilson 
Assistant In'estment Officer Frank Nievcs 

Office of the General Counsel 
Assistant General Counsel (I)RE) Michael Kitay 
Attorney Advisor Dale M. Sarro 
Attorney Advisor Paul Weisenfeld 

Investment Advisory Board 
l)aniel Callahan, III 

Chai-rmann.'I1C( Coiporation 
William l)iamond 

./'nner )irecto, World Bank 
John Petty 

Chairman, Czech & Slot'wk American lnteipseFtnd 
former Chairman of the Board, larine Midland Bank 

Alexander Tomlinson 
President and Cl/o, l hingarian-AmericanEnterprise 
litid 
fiorner Chairnan,1.vect tit'e Comnittee, First Boston 

George Williams 
hairmnan,Allied CapitalCoporation 



Inquiries: 

Director, Office of hIvestment 

U.S. Ageincy for lnternalional l)e'elopment
 
Room 301, SA-2
 

Washington, )C 20523-0231
 

Telephone: (202) 663-2280
 
Fax: (202) 663-2708
 
Telex: (202) 248379 All) UR
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