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Executive Summary 

The focus of this evaluation is to determine whether or not the SSE component of this project 
has attained its targets and realized the expected outputs. 

On January 15,1990 ACEP (Agence de Credit pour 1'Entreprise Privee - Credit Agency for 
Private Enterprises.) was created representing the Small Scale Enterprise component of the 
Community and Enterprise Development project. This provided it the autonomy to operate 
independently and conceiltrate solely on extending credit to Small Scale Enterprises (SSEs). 

Project Objectives 

1. Institutionalization of a profitable, private financial institution, with headquarters in 
Dakar2 to continue SSE credit activities in the project area after PACD. 

Result: Institutionalization of this project through the creation of a Credit Union was 
legally canied out on May 9,1993. On December 2,1993, all project assets were 
transkmd to the Credit Union. This private financial institution that assumed all the 
profitable activities of the ACEP project will commence operations as of January 1, 
1994. 

2. Profit potential of lending to small enterprises in the project regions clearly demonstrated 
and appropriate procedures, manuals, and credit management systems established for 
continued replication in other, mainiy urban, areas of Senegal. 

Result: Profitability of this project was clearly demonstrated as it postcd net profits of 
CFA 19.970 million in 1991, CFA 63.625 million in 1992, and CFA 56.368 million as of 
Aug. 31,1993. Appropriate procedures, manuals, and credit management systems are in 
place and have been replicated in other regions of Senegal. 

Project's Expected Outputs 

1. A total of 1750 SSEs would have received credit fiom the project. 

Result: As of August 31,1993, a total of 3793 ente~prises in five major economic sectors 
had received loans fiom the project. 

2. The creation of 800 new jobs. 

Result: As of August 31,1993, a total of 2477 new jobs had been created. This is based 
on 2209 evaluated loans. As such this represents 1.12 new jobs created per loan. 
Projecting such a hctor on total loans made by ACEP, it is conceivable that on the 5412 
loans made to date a potential number of 6061 new jobs could have been created. 



3. To create an appropriate model for institutionalizing and replicating urban based SSE 
lending activities. 

Result: This has been achieved. However, the WAMU countries do not yet have a legal 
h e w o r k  for cndit unions. Senegal enacted interim legislation to allow such 
institutions to operate until permanent legislation is enacted. It is expected that this 
legislation will be approved by the West African Cer~tral Bank in 1994. 

The end of project status of the SSE component requires the institutionalization of a profitable, 
private financial institutional, with headquarters in Dakar, to continue SSE credit activitics in the 
project area after its completion date. 

On May 9,1993, the Institutionalization of this project was officially and legally completed 
though the creation of the Credit Union. ACEPts staff were fully trained in all aspects of 
providing and administering loans to SSEs. Their abilities to manage the project were 
demonstrated over the past year, during which period the project was under total Senegalese 
managenlent and continued to be successful and profitable. However, the new entity was not 
able to be a functioning viable institution until full title to the assets of ACEP Project were 
traxi~f'cxred to this new institution. 

On December 2,1993, a Project Implementation Letter was agreed upon and signed by both 
USAID and the Ministry of Finance, transferring all project assets to the ACEP Credit Union. 
Thus, the project institutionalization has truly been attained. (Copy Attached) 

USASD's Role 

The following are USAIDts major contributions to the success of this project: 

b USAID permitted the Project to operate with autonomy as an independent private 
institution, supporting its management decisions and avoiding micro-management of the 
project. 

b USAID represented the Project and took charge of all Host Country related Project 
matters with the GOS, allowing the Project to avoid bureaucratic procedures ar.d 
interventions. 

USAID was very instmental in convincing the Ministry of Finance to establish interim 
legislation &fining the modality under wh~ch credit unions could function in Senegal. 
Thus it made it possible to establish the Credit Union as the new institution to replace 
and take over ACEP's project activities. 

USAID selected a wellqualified experienced expatriate Project Director, Nicolas Rofe. 



Demonstrated Pro58 Potenfhl of Small Enterprise Credit 

The second project objective has also been achieved. The project has successfully demonstrated 
the profit potentiai of lending to small ente~rises and has established the appropriate 
pracedures, manuals, and credit management systems to permit its continuation in other, mainly 
urban areas of Senegal. 

In five years, the SSE component of the CED project, also known as ACEP, expanded from two 
to five regional offices with a total of nineteen branches covering most areas of the country. It 
has shown a profit, net of donor assistance, for three consecutive years. Its operating procedures 
are documented and are effectively used by staff to carry out ACEP's mission. All of ACEP's 
asset ratios have been steadily improving as the institution grows. According to ACEP's FY93 
records, write-offs as a percentage of the outstanding loan balance are down to 1 %. Despite 
Senegal's troubled economy, non-performing loans were 3% and the provision for bad debt was 
2% of the outstanding balance in FY93. The f~llowing are the major attributes contributing to 
the successful implementation of the Project. 

Targeted entreprmem to receive credit were selected from small scale and micro 
enterprises that are generally unable to secure loans from traditional institutions. This 
group tends to be very conscientious in repaying its debts. 

Lending practices, including loan amounts and term, permit lending on character and 
collateral rather than complicated feasibility studies. 

The organization strictly applies its policies of not rescheduling loans and realizing 
collateral for non-performing loans (generally hree installments in arrears). This sends a 
message to its clients that ACEP will enforce the terms of its loan contracts. 

Each loan must receive unanimous approval by the loan committee. The confidentiality 
of the committee ensures frank and open discussion of each application. No reason can 
be given to the applicant for denial, further protecting the committee and keeping ACEP 
out of the business decisions of its clients. 

ACEP's follow-up with its clients through fiequent visits by its Branch Managers 
ensures the proper use of loan funds and timely repapent. 

ACEP shows no hvoritism and does not yield to political pressure from well-connected 
potential borrowers. It strictly adheres to its procedures and operational regula~ons. 

Centralization of all administrative function9 and loan documents at headquartem ensures 
management a f h  handle on finances and information. Costs are controlled. 
Accounting and statistical data is reliable Continuity in process and decision-making in 
legal and management i s m s  is assured. The integrity of each client file is consistent and 
complete, including the enterprise's financial data and registry of secured collateral. 



Branch offices opcrate to achieve the highest possible quality and volume in their loan. 
portfolios. They have few administrative tasks and do not maintain the official client 
records. This keeps branch costs very low and increases time spent improving the 
branch's loan portfolio. 

Regional managers supervise four to five branches. Always former branch managers, 
they provide a single and vital link between upper management and the branch. They 
have the tenure and experience necded to give a second opinion on the loan. They verifl 
the existence of collateral and other aspects of each application ir, their region. 

Upper management includes the director, the head of credit operations, the legal advisor, 
the regional managers, and the internal auditor. ,The director has final authority on all 
issues. The integrity and professional skill of up?er management, especially the director 
and legal advisor, is key to the success of the institution. 

ACEP's profit-sharing policy for its employees, and in particular Branch Managers, 
induces them to increase their loan portfolio and insure timely repayment of loans as they 
are judged by their performance and results. 

ACEP's wide use of interns helps it tap into Senegal's pool of well-educated unemployed 
and keeps a constant pool of potential branch managers on hand to fili positions as the 
organization grows. 

The simplicity of the ACEP organization helps information move efficiently through the 
system. 

An unchanging monthly schedule for all loan repayments, loan committees, aging reports 
and portfolio review helps staff organize their tasks and reduces the need for direct 
supervision. The production of income statements for each branch permits regular 
control of branch activity. 

ACEF staff have clearly defined tasks and strictly enforced rules of personal 
accountability that exist because of its lean and efficient staffing pattern. The result is 
each employee's focus on hisher individual tasks, a strong sense of teamwork among 
staff, low labor costs, and the effective transfer of information and experience. 

Since the creation of ACEP in January 1990, NTFN support to its field operations was very 
responsive to the project. The need for NTF/W support lessened afler the new project manager 
had been heading the SSE component of the project for 6 months and after the project started to 
attain itstargets. N T F N  support was limited to stateside procurement of equipment, financial 
management, and needed logistical support . All of which were executed efficiently and in a 
timely manner. 



The National Project Committee 

The. NPC membership is comprised of representatives from USAID, and the GOS ( Ministry of 
Finance, Ministry of Interior, and Ministry of Women, Children and Family). 
The NPC's major contribution to the Project's success was allowing .the Project to function 
independently as a private entity with very little interference fiom the public sector. In addition, 
policies affecting the operations were thoroughly discussed with ACEP's management prior to 
approval rather than dictated to them. 

An essential hctor for the success of a project such as ACEP is agreement among members of 
the NPC as to the objectives of the project. This enables the Committee to effeutively guide and 
assist tbc project's activities. 

Recommendations for future projects: 

For firture projects, USAID should consider the following points: 

b Future similar project gnnt agreements should clearly define the fate of project assets at 
the end of the project period and reflect detailed procedures concerning the final 
disposition of such assets. 

USAID should expedite approval of major policy decisions and execute necessary 
documentation to insure timely implementation of project activities. As an example, 
Amendment No. 6 took onE year to be finalized to permit the GOS to :ontribute $1.7 
million to the project (an action unprecedented by the GOS). The GOS was willing to 
effect such a contribution about a year prior to the Amendment date. (See attached letter 
,hm the Prime Minister's Office dated October 1 1, 1991 .) 

b WSAID should more effectively rely on the advice and expertise of its contractor 
regarding issues affecting the project and its instituticnalization. 

At the outset of a similar project where financial statement monitoring of profitability is 
important, USAID should insure that the project establish an accounting system that 
camplies with the laws and procedures of the Host Country. This would insure that 
USAID will be able to secure a certified nnancial statemcut at the end of each year. Both 
USAID and the Contractor have to make adjustments to understand and interpret Host 
Country accounting systems to accommodate USAID requirements. 

The Futue rllter Project Completion 

The Ministry of Finance has the responsibility of monitoring the activities of all credit unions 
including ACEP in accordance with their statutes which the Mipistry had previously approved. 
The Ministry of Finance intends to continue its very supportive environment for this newly 
foxmed institution to expand its activities and extend its services into the agricultural sector. 



During the last two years of the project several donors expressed interest in supporting ACEP's 
activities, aRer USAID decided not to extend its Technical Assistance support to the project 
beyond the project completion date. During the course of this project existing staff were well- 
vzrsed in all the activities of credit but have very little experience in savings or the operations of 
a credit union, membership relations or general assembly meetings, etc. They will need 
additional technical assistance to upgrade thcir capabilities and guide thum through the 
transition. 

De Jardin, a large Canadian Credit Union has agreed to provide all necessary Technical 
Assistance inputs to ACEP over the next three years. They will provide full time and short-term 
technical staff experienced in the establishment of Credit Unions networks to assist and guide 
ACEP in its new operakions. This activity will be funded by the Canadian Government. 



Pind Evaluation 
Community and Enterprise Development Project 

Project PI Ale  

Since its inception the project has provided assistance to Small Scale Enterprises (SSE), Privatc 
Voluntary Organizations (PVO), and Village Organizations (VO) to engage in income 
generating activities. The project was amended six times increasing its funding to $15,229,000, 
extending its completion date to December 31,1993, and expanding its geographic coverage to 
seven regions. The last amendment included $1,706,440 entirely financed by the GOS for the 
expansion of the SSE component of the project in Ziginchor, Kolda, and Tambacounda regions. 

On January 15,1990, ACEP (Agence de Crcdit pour I'Entreprise Privet) was created representing 
an independent project activity housing the hct ions  of the SSE component of the CED project. 
Although technically ACEP is still part of the CED project, it was physically separated with its 
own offices, staff, separate accounts, payment of its own expenditures, etc. This provided it the 
autonomy to operate independently and concentrate on extending credit to small scale 
enterprises. 

The focus of this evaluation is to determine whether or not the SSE component of the 
Community and Enterprise Development project has attained its objectives and realized the 
expected outputs. 

Project Objectives 

1. Institutionalization of a profitable, private financial institution, with headquarters in 
Dakar, to continue SSE credit activities in the project area after PACD. 

2. Profit potential of lending to small enterprises in the project regions clearly demonstrated 
and appropriate procsdures, manuals, and credit management systems established for 
continued replication in other, mainly urban, areas of Senegal. 

Project outputs 

1. 1750 SSE, in Project that have received crcdiu, repaid loans on time, and run profitable 
opemtions. 

2. Appropriate model for institutionalizing and replicating urban baed  SSE lending 
activities within Senegalese banking law. 

3. Appropriate and creative linkages betwecn SSE credit institution and other institutions 
supporting SSE and informal sector in projeot area including training and outreach 
programs- 



Project Backgrou~ui 

Since June 1985, the Community and Enterprise Development Project provided assistance to 
small-scale enterprises (SSEs), private -~oluntary organizations (PVO) and village organizations 
(VOs) to engage in income-generating activities. The project was amended on four occasions. 
The cumulative effect of the four amendments was to increase LOP funding to $1 5,229,000; to 
extend geographic coverage to include a total of 7 regions. The fourth project amendment 
provided approximately $1.7 million entirely financed by the GOS for the expansion of the 
projects activities to the Ziguinchor, Kolda, and Tarnbacounda regions. USAID signed a 
cooperative agreement with the New Transcentury Foundation (NTF) on Auys t  2,1985, to 
implement the project. USAIDISenegal approved PP Amendment One on April 13,1989, to 
expand the original PACD for fifteen months from June 30, 1990 to September 30,1991; to 
increase the life-of-project (LOP) h d i c g  by $2 million to a total of $1 1 million; and to revise 
the project goal and pupose. At the same time, the project's SSE component was extended from 

1 
the original Kaolack and Fatick regions to neighboring regions to expand the loan portfolio base 
and improve chances for self-sustainability. 

The project developed an effective model for providing credit to SSE's. This early success, and 
the GOS's request for assistance in employment generation, led to a decision to expand SSE 
credit activities to Dakar. The second project amendment, signed on August 30, 1989, extended 
the PACD for 27 months, fiom September 30, 1991 to December 3 1,1993, m d  increased the 
LOP funding by $2,729,000 bringing the total approved project funding to $13,729,000. in 
addition, Amendment No. Two revised the projects goal and purpose by expanding the 
geographic scope to Dakar region and included project inputs and outputs adjusted for the 
expansion. The third project amendment extended the PVO component for six months through 
December 3 1,1990. It also provided an additional $1.5 million required because of delays in the 
project, consolidation of operations in Kaolack, and a Mission decision to expand the SSB 
component to Dakar. The expansion to Dakar occurred in early July 1990 with the headquarters 
w i n g .  The seven new branches (Dakar ,4; Thies, 2; MBour, 1) were fully fbctional within 
two months. ACEP installed a new computerized loan tracking system, and in September 1990, 
ACEP granted its first loans to clients in the Dakar region. In March 1991, an additional branch 
was opened in the city of Rufisque and in February, 1992, another branch office was opened in 
Louga bringing the total of new branches to nine, and the total of ACEP branches to fourteen. 

By the end of FY90, ACEP's restructuring and expansion began paying off. It was well on its 
way to becoming a financial viable institution. Provisions for losses in FY90 were reduced to 
4% of the outstanding balance (compared to 1 1% in FY89), the volume of loans had increased 
by 67%. and interest revenue had gone up by 75%. These results reflected primarily an 
impmved situation in the Kaolack branches (loans in Dakar had begun only in September 1990, 
the lost month of N9O). The only element missing by the end of FY90 was approval to increase 
ACEP's interest rates. A h  several vigorous debates within the National Project Committee 
m), the NPC finally allowed ACEP, in March 1991, to align its rates with the maximum rate 
charged by banks. ACEP's interest rate was hiked to 16 % "add-on" (28% APR). 

By FY91, ACEPts loan portfolio began to reflect improvements resulting iiom the move to 
Dakar. The volume of loans passed the one billion FCFA mark, and ACEP lent an average of 



- 325,000 FCFA to over 100 enterprisos each month. This increase in volume, a consistently low 
default rate, and the higher interest rate effectcd a remarkable change in ACEP's financial 
picture. 

Costs also increased with the move to Dakar. FY91 operating costs were 65% greater than the 
previous year. However, revenue rose by 260%, allowing ACEP I ;, cover all local costs and 
post a profit. ACEP was nine months ahead of schedule in rneeting its self-sufficiency objective. 
For FYgl, all branch offices were profitable, and ACEP instituted profii-sharing for its branch 
managers representing about 5% of the ha~ch ' s  net income. 

Over the last three years, the composition of the loan portfolio also evolved. The portion of 
loans to general commerce was reduced, dropping from 43% of volume in IT90 to 39% in 
FY93. Loans to agricultural commerce also dropped from 14% to 4%. While loan volume to 
manufacturing dropped slightly, from 17% to 15%, the number of borrowers went from 15% to 
24%. Services loan volume increased from 23% to 37%. Respondirrg to the May 1990 GAO 
audit, ACEP increased loans to smaller enterprises (50,000-500,000 FCFA) from 6% in 1989 to 
51% in 1993. Loans greater than 2,000,000 FCFA dropped to 5% compared to 47% in 1989. A 
significant effort was made to increase the number of female beneficiaries. Women now 
represent 20% of ACEP's borrowers, up from 10% in 1990. For many entrepreneurs, an ACEP 
loan is the first step into the formal sector. For clients requesting loans of 1,000,000 FCFA or 
more, ACEP's requirements of business registry and registration of collateral push these 
enterprises to join the formal sector. 

From FY89 to FY93, ACEP's loan portfolio was increased more than six fold (from 21 8 million 
FCFA to 1.59 billion FCFA). The quality of assets also improved with write-offs for credit 
losses down from 1 1% in FY89 to 1% in FY93. During the same period, interest revenue grew 
by 675% while operating expenses increased by only 150%. This permitted ACEP to cover its 
operating costs, including provisions for depreciation and credit loses, for three consecutive 
yem. 

ACEP's performance has established it as one of the most efficient providers of credit to SSZs in 
Senegal. In terms of volume and quality, ACEP has the most important portfolio of loans to 
SSEs in the country. This has made ACEP an important player in the GOS strategy to promote 
SSEs. In hct, ACEP's succem prompted the GOS to offer $1.7 million for expansion of 
operations in the Casamance and in Tamacounda. Negotiations between USAID, the GOS and 
NTF were finalized in September, 1992. Activities began in October 1992 in these areas with 
the apcning of five new branches. 

As of August 3 1,1993, ACEP operated nineteen branch offices s e ~ c i n g  all ten regions of 
Sen@. in addition, as of that date 5412 loans were made totalling 4.376 billion FCFA to a 
total of 3793 enterprises. 



At the outcet of the project it  was presumed that once the project was developed and 
demonstrated that extending credit to SSE was a viable and profitable activity, local commercial 
banks would take over the activity and streamline it among its own operations. Thus the 
institutionalization of the prciect would be accomplished and the project objectives attained. 

By 1988, it was evident that none s f  the banks were interested in this activity nor the SSE 
portFollo of loans. Accordinlgly, it was decided by the project management that an institution 
would have to be created to continue the activities of the project at its conclusion. 

Among the types of institutions considered were: 

A non-profit foundation serving SSE. 
A Non-Governmental Organization (NGO). 
A credit union despite the fact that there were no credit unions in Senegal and 
consequently there was no legislation governing their activities. This solution depended 
on the GOS and its Cmtral Bank acceptance of the credit union concept and 
consequently regulating their activities through enacted legislation. 

The consensus was to select the alternative of creating an NGO capable of implementing the 
activities of the SSE project. However, it was decided that no action would be taken to 
formalize such an institution until the project proved its financial viability. On January 15,1990, 
the SSE credit component was physically separated fiom the CED project though technically it 
still was part of the CED project. This credit activity was named ACEP (Agence de Credit pour 
I'Entreprise Privee) and started to operate independently extending credit to SSEs. 

By 1991, the ACEP component started to prove its financial viability. The Cent. 31 Bank of West 
Afiican States became aware of the urgent need to promote savings and credit organizations. 
The Bank ordered several studies to determine the most appropriate legal framework for such 
institutions to operate effectively in Senegal. At the same time, ACEP had identified the most 
important criteria and conditions under which it could operate efficiently as a viable and 
profitable institution. These were: 

1. It must be tax exempt in order for it to maintain its financial viability. 

2. It must bc granted the fitedom to set its interest rates for both savings and credit. 

3. It must hove the ability to solicit and receive savings fiom the general public and 
receive grants and credit lines fiom donor countries and other organizations. 

4. It must m a i n  a private institution with no outside interference. 

Based on the above criteria and after reviewing the results of the preliminary studies conducted 
at the request of the Central Bank, ACEP's management decided that the most appropriate type 



of institution to take over the activities of ACEP would be a Credit Union . The alternative of an 
NGO was ruled out because it would not have allowed ACEP to legally operate as a credit union. 

The management of ACEP began discussions with USAID, and drafted its proposed credit union 
statutes taking into consideration the economic and financial climate in Senegai, the studies 
made by the Central Bank as well as other entities, and keeping in mind the emerging requests of 
i@ clients for a savings facility on a small scale where they can lay away excess proceeds and 
earn some income on such idle capital. USAID agreed with the concept of a credit union and 
was able to convince the Ministry of Finance to secure an interim legislation for the 
establishment of credit unions. This legislation was issued on February 23, 1993. In early 
March 1993, membership was opened to create the new Credit Union. 

On March 23,1993, the founding members (77 members) officially established the newly 
created Credit Union "Alliance de Credit et dtEpargne pour la Production" to take over the 
activities of the existing ACEP. The founding members approved the proposed statutes, named a 
Director General, appointed members to the Board of Directors and other committees. 

On May 9,1993 the Ministry of Finance officially approved the new institution's statutes and 
granted it its Charter. 

As of the end of November, the institutionalization of this project has been technically achieved. 
However, it was incomplete as the new institution could not begin to function and assume the 
operations of ACEP until the ACEP project assets were transferred intact to the new institution. 
The transfer was finally completed on December 2,1993 when both USAID and GOS signed a 
Prcject Implementation Letter transferring all project assets to the newly created credit union. 

The Central Bank of West African States (representing the West African Monetary Union) has 
drafted a proposed legislation regulating Credit Unions. This proposed law is currently under 
review and discussion within the GOS. After reviewing the proposed legislation there appears to 
be no conflict between it and the approved statutes of the newly formed Credit Union. 

As the proposed WAMU legislation framework does not appear to be in conflict with the newly 
created ACEP (Credit Union) statutes, it will have, if passed, no effect on changing ACEPts 
approach, philosophy in lending, monitoring system, nor its operational methodology. 



Project Assets 

The Grant Aglcement did not clearly define the conditions and procedures by which the assets of 
the project wo~nld be transferred to the resulting institution. This created unnecessary confusion 
and misunderslandings concerning the final disposition of the project's assets. It is 
recommended that in other future similar projects the fate of assets be clearly defined in the 
project agreement. 

One of USAID's major contrib~~tlons to the institutionalization of the project was its ability to 
convince the Ministry of Finance to establish interim legislation defining the modality under 
which Credit TJnions could bct ion .  This action made it possible to establish ACEP as a credit 
union. 

As the new institution was unable to h c t i o n  properly until assets were transferred, USAID 
e x e e d  ellcry effort to complete such a transaction before the end of the project which is 
December 3 1,1993. 

We are pleased to report that on December 2,1993, Project Implementation Letter (PIL) Number 
685-0260-09 was agreed upon and signed by both USAID and The Ministry of Finance. This 
action resolves the pending problem of transfer of assets to the Credit Union, and as such 
completes the true institutionalization of the project. Copy of the PIL is attached for quick 
reference. 

Upon the evaluation of the value of assets by an independent audit firm, such assets will be 
considered as non-distributable capital either during the institution's lifetime or at its liquidation. 

In the event of liquidation, assets will be liquidated in the following order: 

1. Repayment of debts to creditors. 
2. Repayment of original capital subscribed to by the tnembers at par value. 
3. The balanc.: of assets will be transferred to the GO,, for the sole purpose of 

contributing it to another institution pursuing the same goals of this project. 

The above is provided by ACEP statutes as approved by the GOS and resolves the issue of 
possible windfall profits. 



Factors contributing to the success of the project 

First and foremost, part of the credit for the success of this project must be given to Mr. Nicolas 
Rofe, representing tlie Contractor NTF, who stood at the helm of this project since 1989 and 
who is responsible for taking over the project at a difficult stage and guiding it through the 
expansion phase until it attained its objectives. Mr. Rofe has demonstrated outstanding ability 
in all hcets of this project. For the past year the project has been operating under total 
Senegalese management. Mr. Mayoro Loum was appointed as Director General on October 1, 
1992, and since than he continues to manage all the affairs of ACEP project with exceptional 
expertise and business acumen. Since January 1,1993, the project has operated using its own 
financial resources with no additional operating funds from USAID. 

For the past year, Mr. Rofe has been advising the ACEP's top marlagement to insure its 
continued success during the period of transition. 

Other fictors contributing to the success of the SSE component of this project are as follows: 

Total autonomy of ACEP, permitting it to operate as an independent private institution. 

The Technical Assistance Team was given executive powers with no interference or 
micro management fiom USAID or GOS. The expatriate Director was given the power 
to sign loans, veto power on credit, and no limit on approval of expenses within project 
budget amounts. 

USAID acted as an intermediary between ACEP and the GOS shielding ACEP from 
outside political pressures. 

Targeted group to receive credit was selected from small scale and micro enterprises 
which were not able to secure loans from traditional institutions. The project 
management felt that had it selected more affluent borrowers who were familiar with the 
banking system, it would have 'lad more costs related to debt repayment due to the 
potential of such borrowers to abuse the system. 

Defined loan size that permits lending on character and collateral rather than 
complicated feasibility studies usually made unreliable by the lack of adequate 
accounting documents or records. Selection was also based on enterprise owners being 
engaged. fbll time in their activities, this eliminated civil servants, politicians, and 
religious orders. Thus political problems were eliminated. 

ACEP's follow-up with its clients through fiequent visits by its Branch Managers 
insures the proper use of loan fiurds and timely repayment. 

ACEP shows no hvoritism and does not yield to political pressure fiom well-connected 
potential borrowers. It strictly adheres to its procedures and operational regulations. The 
requirement that all loans be unanimously approved by the loan committee, and that the 
members need not justifj~ the basis for their decisions, allows the policy of "when in 



doubt say no" to work. The vote at the loan committee is confidential. Clients are not 
provided the reason for denial. This sustains Free discussions and decision making within 
the committee. 

b ACEP's presence in areas that are void of any credit institutions contributed to its success 
and rapid expansion. 

w Very low administrative overhead and modest "no frills" branch offices keeps operating 
costs to a minimum . The branch operations are carried out of a one room office with 
only a Branch Manager and occasionally a trainee. No secretarial, clerical or 
administrative staff are employed at the branch offices. 

ACEP's profit sharing policy for its employees, and in particular Branch Managers, 
induces them to increase their loan portfolio and insure timely repayment of loans as they 
are judged by their performance and results. 

Future Technical Assistance Needs 

Although ACEP 's mdi t  operations have been in place since the beginning of the project, it only 
became a credit union on May 9,1993. At present, ACEP management effectively manages the 
credit activities with no outside assistance. However the new institution will become involved in 
several new activities in which the current staff does not have sf lc ient  experience such as: 

1. The fimctioning of a Credit Union membership. 
2. Savings operations. 
3. Relating to and working with the Credit Union's General Assembly as well as its 

Board of Directors. 
4. Training members in how to fully participate in a Credit Union. 

Because providing credit to small scale enterprises is no longer part of USAID/Senegalts 
strategy, the Mission made the decision not to continue providing technical assistance after the 
Project's completion date. Other donors have expressed interest in supporting the needs of the 
newly created Credit Union. 

a 

De Jardin has agreed to provide such assistance. It is a large, very successfbl and experienced 
Canadian Credit Union with more than $40 billion in assets and employs over 16,000 employees. 
k Jardin will provide technical staff to assist ACEP and establish Savings operations. This 
technical assistance input will be b d e d  by the Canadian Government International 
Development Agency. It is our opinion that such technical assistance is appropriate and 
necessary for the continued success of ACEP as a Credit Union. 



Recommea~ations for future projects: 

For future projects, USAID should keep the following points in mind: 

Future similar project grant agreements should clearly define the fate of project assets at 
the end of the project period and reflect detailed procedures concerning the final 
disposition of such assets. 

USAID should expedite approval of major policy decisions and execute necessary 
documentation to insure timely implementation of project activities. As an example, 
Amendment No. 6 took one year to be finalized to permit the GOS to contribute $1.7 
million to the project (an action unprecedented by the GOS). The GOS was willing to 
effect such a contribution about a year prior to the Amendment date. 

b USAID should more effectively rely on the advice and expertise of its contractor 
regarding issues affecting the project and its institutionalization. 

b At the outset of a similar project where financial statement monitoring of profitability is 
important, USAID should insure that the project establish an accounting system that 
complies with the laws and procedures of the Host Country. This would insure that 
USAID will be able to secure a certified financial statement at the end of each year. Both 
USAID and the Contractor have to make adjustments to understand and interpret Host 
Country accounting systems to accommodate USAID requirements. 





ACEP's Organizational Structure and Staff 

Prior to ACEP, the SSE component was structured in great measure for the production of reports 
rather than financial results. Thus, professional staff devoted much time to the writing of 
financial analysis for each loan application despite the fact that data in the informal sector was 
unavailable or unreliable. Branch Managers wera required to produce montl~ly activity reports, 
detailed accounts of visits to clients, wriqen justifications for rejection of loan applications, 
reports on loam in arrears, etc. According to ex-SSE staff, too much time was spent in meetings 
and on memo writing. As one of them stated: "It was a project, not a business." . 

Reorganization 

New management radically changed the structure of the SSE component. First, the component 
was physically separated from the rest of the project. Second, its name was changed to more 
accurately reflect its business. The component was renamed ACEP (Agence de Creditpour 
L'Entreprise Privee). The organization structure was changed to conform to a model for 
territory-based sale of ACEP's financial services (Figure 1). Financial analyst positions were 
eliminated and the post of regional manager was created. Each regional muager was 
responsible for the portfolio and supervision of four to five branches. All accounting, loan 
tracking, production of aging reports, tracking of non-performing loans became the 
responsibility of headquarters. With a complete support system fiom headquarters, the branch 
and regional managers' only concern was to develop volume while maintaining quality. Monthly 
activity reports fiom branch mangers were eliminated allowing them to concentrate completely 
on the production of a portfolio. Branch managers were given full freedom to manage their time 
and resources (motorcycle and gas allocation) as they saw fit. Branches were considered as 
individual profit centers. From the start, new management made it clear that performance would 
be judged strictly by financial results. To further this idea and provide performance incentives, 
ACEP established a bonus system based on profit-sharing. The bonus that a branch manager 
receives at the end of each fiscal year is based on the net income of his branch. 

Limiting the branch managers responsibility was also a way of controlling operating costs. 
Branch offices are modtsdy equipped since branch managers are not responsible for complicated 
office tasks. A desk, three chairs, a filing cabinet, and a motorcycle are the entire equipment 
expense for a typical branch office. 

The entin loan process is made formal at Headquarters. This includes the registry of collateral, 
the disbursement of the loan, and maintenance of cunmt client accounts, aging reports, and 
outstanding balances. Branches an remarkably autonomous units; their contact with 
headquPlters is usually limited to once a month during the loan committee meeting. It is at this 
time tht  branch managers take advantage of their visit to headquarters to solve any 
administrative problems that they have. Any contact outside this scheduled loan committee 
meeting is usually with the legal department concerning non-performing ioans. Besides the legal 
office, headquarters includes the director's office, credit operations, accounting, internal audit, 
and infomation management. 



ACEP Managemerrt 

The key positions within the ACEP headq~arters are the director general, the internal auditor, the 
head of credit operations, the legal advisor, the chief accountant, and the regional managers. The 
director's main responsibility is the complete management of the organization. He proposes 
lending policy and interest ntes to the National Project Committee and to USAID for approval. 
He sets general policy on per diem, on work schedules, and all other administrative issues. He 
has the power to hire and fire all personnel. He sets the salary scales and benefits. He is the 
chairperson and a voting member of the loan committee. He signs all checks and contracts. 

The internal auditor's rssponsibility is to ensure that the procedures in place in ACEP are 
adequate to protect .ACEP1s assets and that they are foliowed. He also evaluates and controls 
reports produced by the accounting department. He must veri@ the financial statements at the 
end of each fiscal year before ACEP submits them to an external auditor for certification. 

The head of the credit operations is responsible for the general management of lending 
operations, this includes lending and repayment. He coordinates the schedule of loan 
committees and reviews the performance of each region. On the fifteenth of each month, MIS 
provides him aging reports for each branch (reports which track loans in arrears) and he 
coordinates actions to assure repayment. He also helps the director general define credit policy. 
He is also a voting member of the loan committee. 

ACEP's legal advisor verifies the validity of all engagements. He prepares all documents 
necessary for securing collateral, offers an opinion on the value and ease of realization of 
collateral. He takes necessary action on all non-performing loans and monitors the activity of 
outside legal counsel and bailiffs. 

The chief accountant assures all accounting functions. He oversees maintenance of all journals, 
the preparation of disbursements, and the preparation of financial statements. 

ACEP's manual of procedures clearly defines each of these positions. The evaluation team 
interviewed the staff and found that they were well aware of their duties and fully comply. 

Between 1989 and October 1992, the NTF representative served as ACEP's director. During that 
period, besides being responsible for the management of ACEP, he also managed all relations 
with the donor community, in particular USAID. On October 1,1992, Mr. Lourn was named 
director general. Since that date the NTF representative has taken on the responsibility for the 
institutionalization of the project, defining the future needs for technical assistance, and 
ident img a donor to finance the new TA. Since October 1992, the NTF representative has also 
served as advisor to the director general. 



The existence of a competenk sbff, effective procedures, and accumulated experience provide 
reasonable certainty that the crganization can perform its Present functions without technical 
assistance. It is important to recognize that ACEP now functions like a finance company and if 
it remained just that, it would need no further TA. As a private credit union with a board of 
directors and a general assembly, the relationship between ACEP staff and the new members, 
formerly ACEP clients, will change. Both union members and ACEP staff will need some 
training to ensure a smooth transition and full comprehension of their new responsibilities. 
Furthermore, integmting the savings component of the new credit union will require adapting 
the organization to new processes. To adjust to its new function as a credit union, ACEP will 
need some technical assistance. This technical assistance and the financing are now assured by 
the Canadian government. 

ACEP today employs 29 professionals, of which 23 are field staff, to handle its growing loan 
portfolio. ACEP granted 2,109 loans totaling 1.5 billion FCFA during the first eleven months of 
FY93 representing a 40% increase over last year. ACEP1s headquarters are in Dakar. Its five 
regional offices in Dakar (2) Kaolack, Zipinchor and Kolda supervise nineteen branch offices. - The simplicity and efficiency of its organizational structure helps to explain in p a t  part ACEP1s 
success. Added to that, a finely tuned MIS provides management reliable and timely 
information. Particularly impressive is the aging report providing all information on loans in 

- arrears (# of installments late, percentage reimbursed, arrears as a percentage of outstanding 
balance, etc.). This is a key tool in maintaining a high recovery rate. The simplicity of the 
ACEP structure allows information to move quickly through the system. The fact that ACEP 
maintains an unchanging monthly schedule for all major operations (loan committees, payment 
dates, aging reports, portfolio reviews) helps staff organize their tasks. This structure and the 
quality of ACEP ~erso~mel  contribute to transparency in the organization. The following are key 
feakres of the organization's operations: 

rn Staff executes their duties according to clear lines of authority and definition of 
responsibility. ACEP1s operations manual accurately details these responsibilities. 

Centralization of all administrative functions at headquarters ensures management a firm 
handle on finances and information. Costs are controlled. Accounting and statistical 
data is reliable. Continuity in process and decision-making in legal and management 
irrsues is assured. Centralization of administrative and accounting fimctions allows field 
staff to focus on loans and clients. 

b Final decision on all matters rests with the Director. His principal advisors in the 
organization are the Head of Credit Operations, the Legal Advisor, the regional 
managers, and the Auditor. 

Branch m.uragers conduct reliable, detailed investigations of all potential borrowers. 
They arc knowledgeable of the specific aspects of individual enterprises such as 
processes, costs of materials, and size of labor force per process, etc. This helps to 
estimate the true need for loan and the proper loan amount. The branch manager also 
conducts a rigorous follow-up on the borrower's business activities. This work ensures 
repayments according to schedule and fosters a solid, reliable client base for future loans. 



w Regional managers, always former branch managers, provide a single and vital link 
between upper management and the branch. Generally having more tenure and 
experience within ACEP, their principal duty is to provide a second opinion on the loan. 
In doing so they verify the collateral and other aspects of each loan application. 

During inter~iews're~ional managers and branch mangers seemed dynamic and 
intelligent. Comments that the evaluation team received of other organizations (ISRA, 
NPC) concerning ACEP staff confirmed this observation. 

StafRecruitment, Training, and Promotion 

ACEP trainees, recruited from Senegal's large pool of educated unemployed, provide an 
inexpensive source of labor, and a fairly reliable resource for hture branch managers. Although 
educational disciplines vary, many have some knowledge of accounting, business and basic 
economics. Once selected, trainees receive a small sum for transportation and lunch. Trainees 
work for a total of six months, divided into two three-month cycles. Their first two weeks are 
often spent at headq-rs where they work with all the major departments. Next they go to a 
branch office for approximately three weeks to a month. At the branch office they perform, with 
the branch manager, all of the tasks required of the branch. They are evaluated at the end of the 
first three-month cycle. If they are competent they are kept for the second cycle. If their 
performance remains satishctory at the end of the second cycle, they are offered a contract or 
are informed that they will be contracted when a position opens. For ACEP staff in general, 
ACEP is their first employer and thus represents an important opportunity. With the dismal 
employment prospects in Senegal, ACEP represents for them an important break in life. Branch 
managers are aware that a pool of prepared trainees is available to ACEP and this is another 
motivation for excellent performance. 

At the outset, as executive director of ACEP, Mr. Rofe established two major ~olicies in staff 
hiring and training. First, people are promoted from within the organization based on 
performance. Thus, Mr. Mayoro Loum (Mr. Rofe's successor), formerly a legal assistant in 
ACEP's legal department, was identified early in the project as a person with potential. 
Particularly, his integrity was considered essential for future management responsibilities. All 
regional managers an selected h m  the pool of branch managers. Several cases occurred where 
people first hired for the jobs of guard and clerk were later promoted to branch manager and 
cashier once they displayed the competence to move up. 

Secondly, ACEP does not hire any of its staff from the formal banking sector or donor financed 
organizations. The formal banking system in Senegal was a general failure. Much of the failure 
was due to corruption and sloppy banking practices. The donor community can also instill 
undesirable habits in its employees. According to Mr. Rofe, "People from donor financcd 
projects are used to more bureaucratic systems where nothing gets done without a memo, a per 
diem, and a 



"Organizational Culture " 

One important attribute of ACEP's distinct organizational culture is that staff performs as part of 
a team. Evidence to that fact is the ready sharing of information and experience among staff. 
Each member of the organization seems to take responsibility for the whole. This genuine team 
spirit is important and contrasts an organizational culture prevalent in West Africa where conflict 
and disagreement are often masked by social courtesy. The evaluation team witnessed a loan 
committee meeting where there was heated debate of the issues. These discussions seemed 
clearly motivated by a shared desire for the best result. Contact between regional managers and 
branch managers is also very professional. In all cases observed during the site visits each was 
aware of the role of the other in evaluating and serving the client. During our work with ACEP, 
the staff seemed singularly concentrated on ACEP's business, even in informal discussions. 
Clear task definition, personal accountability, and the lack of fat in ACEP's structure keep staff 
focused on their individual responsibilities, create a sense that each is a vital part of the whole, 
keeps staff costs under control, and ensures transfer of information and experience among staff. 

Profit-sharing is another important aspect of stafls feeling of ownership and responsibility for 
results. Branch managers are especially aware of the relationship between effort and income 
because they witness it in the business community. ACEP has an objective and clear policy on 
profit sharing. At the end of each fiscal year, an income statement for each branch is established 
and the branch manager is awarded 5% of its net income. This clear and direct relationship 
between financial results and reward represents a firndamental incentive to produce a quaiity 
portfolio. 

Branch managers interviewed in the field took pride in their work's importance and share in their 
client's successes. Contrary to other projects where staff is often condescending to less-educated 
or illiterate beneficiaries, ACEP staff was respectful but firm in their dealings with clients. This 
is an important characteristic in staff that must be effective in gaining the confidence and loyalty 
of their clients. It is especially important in an environment where colonial attitudes and social 
class distinctions are prevalent. 

Role of Technical Assistance 

Obviously, staff selection was critical to ACEP's rapid success. By being the only technical 
assistant, Mr. Rofe had to select all of his staff locally. This prepared the organization fiom the 
beginning for institutionalization. The fact that the TA, as director, had the power to hire and 
fire, allowed him to rapidly remove staff that dragged on the system. The present contractor's 
businem and credit experience in developing countries, and, his fluent command of French were 
essential to his success in this area. The contractor defined a workable strategy for expansion. 
He recommended that the idea of two separate organizations in Kaolack and Dakar be 
abandoned, and that a single organization be created with headquarters in Dakar and branches 
throughout the country. He established credit policies that lead to financial viability ( a hike in 
the intmst rate, prohibition of rescheduling loans, introduction of employee profit-sharing 
incentives). The contractor was also effective in defining the management systems required and 
identi-g the appropriate providers. Finally, staff has been trained and is well-prepared to 
assume its responsibilities. 



The fa~ct that the contractor was able to achieve all of the above is due in no small measurc to the 
wide-ranging executive powers that he was given. This fact is especially important if USAID 
considers duplicating ACEP. 

ACEP's Financial and Accounting Procedures 

C)ur review of ACEP's Manual of Procedures gave us a sense that the necessary procedures to 
guarantee safety of assets are in place. The manual describer: every accounting step and all 
cycles in the disbursement and recovery of loans. Responsibilities for each member of the 
professional staff are described in detail. The regular reports required from each department are 

- defined. It details all accountability relationships between staff within the organization. The 
security systcm for collateral and loan data was particularly impressive. Since collateral can 
easily be traded or sold by corrupt agents (as has happened in many West AFrican banks), it is 
important that procedures detail measures to secure collateral and limit access to it. At ACEP, 
collateral is kept separately in a strong room. The Internal Auditor and the Legal Advisor have 
one of the two keys needed to open the door and must be present for anyone to have access to 
collateral. The same care is taken for preserving essential client account data. MIS staff makes 
daily backups and ACEP safeguards a copy in a vault at one of Dakar's major banks. - 
In a sense, ACEP's excellent loan portfolio is proof of the effectiveness of the organizations 
financial and accounting procedures. It would be nearly impossible to maintain ACEP's asset 
quality ratios (2% write-off rate and 3.4% rate of non-performing assets to outstanding balance) 
without a very secure system of checks and balances. 

Outride Audits 

ACEPs accounting and financial systems have been the subject of regular audits. Ernst & 
Young auditors are presently ccrtifylng FY93 financial statements. In 1990, a procedwcs 
compliance review found no exceptions. The recommendations retained by RIG following the 
1992 nonfederated audit do not cast any doubt on the quality of ACEP's portfolio and 
disbmment and loan recovery procedures. 

In 1993, USAID contracted with the local Price Waterhouse firm for an arldit of the financial 
statements submitted by ACEP to USAID. The firm was unable to complete the audit stating 
that ACEP's financial statmmts codd not be audited because it did not have a double-entry 
accounting system. As a project, ACEP's accounting systcm was set up primarily to track 
project expenditures and did not conform to the Senegalese chart of accounts. The option 
between maintaining an NTF designed, USAID approved accounting system or instituting a 
double entry accounting system based on Senegalese accounting practices was source of 
discussion betweun various auditors, USAID and ACEP over the years. It was finally decided 
that ACEP would institute a full double entry accounting systcm once it became an independent 
financial institution. In preparation for this new status, ACEP hired Ernst & Yowg in 1993 to 
review ACEP's accounting procedures and adapt them to the Senegalese chart of accounts and 
the Central Bank of West Africa's regulations. During FY93 ACEP maintained two parallel 
systems; one answering the needs of NTF expenditure reports, and a double entry system based 



on the Senegalese chart of accounts. The financial statements for FY93, produccd by this doublc 
entry system, are the ones being certified by Ernst and Young. In the fiiturc, USAID and thc 
contractor should use or adapt their systems to the host country accounting system cvcn if i t  
proves awkward and time-consuming :a convert the data to their preferred rqsorting form;lt. 

Internal Audits 

As the organization expanded and loan volume bvew, ACEP recognized the need to hirc an 
internal auditor. This was done in 1992. The auditor answers only to the director. His 
responsibilities are described in previous section of this report. His regular duties include: 

b Verifying all cndit contracts and'major purchases for calculation accuracy and 
procedures compliance before signature by the director. 

Ensuring agreement between monthly credit reports from the accounting office and the 
management information systems office. While the accounting office documents 
disb~mements and recoveries in ACEP's journals, the MIS office records activity on 
individual borrower accounts. He must cross-check each disbursement and bank deposit. 

Auditing ficld operations for procedures compliance, i.e., the regional cash box and 
numbered cash receipts used by cashiers and branches authorized to collect payments. 

b Maintaining the security of collateral in ACEP's possession. 

Fund Transfirs 

All checks for disbursement originate at headquarters and all receipts originating in the field go 
to headquarters. Headquarters houses all official loan documents including application, contract, 
and secured collateral. This highly centralizad system is effective and ensures maximum control 
of financial resources. .Ahr each committee, the loan contracts are signed and checks are 
written. Hcadquartcrs transfers them to the regional office to be remitted to and signed by the 
clients. Each regional office (except Dakar which shares space with headquarters) has its own 
stnff to handle bookkeeping and cash transfers (junior accountant and cashier). Regional offices 
deposit all disbursements collected from clients to a bank located in their region. Receipts are 
transferred weekly to headquarters for control and registry (accounting office and MIS). The 
internal auditor controls each phase of these processes. 

Administrative contact with the client is generally limited to receipt of collateral, signature of the 
loan agreement, disbursement of the loan check, receipt of monthly payments, and retun] of 
collateral upon termination of the loan. More distant offices require that ACEP provide some 
administrative services in the field. In the case of the Casarnance, for example, a legal advisor is 
located in Ziguinchor and serves Tambacounda, Kolda and Ziguinchor. Dakar's legal advisor 
does collateral evaluations and registry on site in Louga, Thies and MBour. Generally the 
distances between branches and their clients are not excessive, except in the cases of 
Tambacounda and Louga where 200 km separate the branch fiom their regional offices. In 
Tambacounda's case, the regional manager delivers loan checks and contracts to the clients at the 



Wranch Office. For Louga, ACEP does not see the necd to do this bccsuse Louga entreprcncurs 
travel frequently to Dakar an business. In general because ACEP's clients are entrcprcneurs who 
ofken travel to urban centers to pick up supplies and dclivcr goods, the distance between them 
and the regional ofice is not a critical concern. The low density of population makes it very 

' expensive to duplicate ACEP's administrative servicss. However, ACEP clearly provides far 
greater access and convenience than other financial institutions in Sencgal today. The branch 
network of all hmks in Senegal is limited to large urban centers. 

ACEP, with the help of an American computer expert, has designed a specialized loan tracking 
system that regularly produces the following reports: 

Clitn"eccount Statements; 
Outstanding balances by Branch, Region, and all of ACEP; 
Aging Reports; 
Income Reports; 
Pmjections of Revenue; 
Complete status reports on the non-perfclrming portfolio; 
Volume changes on a monthly basis by Branch; and, 
Reports on portfolio diversification by economic sector, gender and other indicators. 

During the evaluation, ACEP was able to satis@ requests for such reports quickly. 



ACEP'e Lending Practicer 

Loan Application: The Branch Ogce 

The branch office is the first and main contact between ACEP and the client. All loans must 
originate at the branch office. Clients cannot apply at any other level. Recommendations fron~ 
other staff are prohibited. This guarantees the branch manager independence in his choice of 
clients and full responsibility for his portfolio. 

The branch manager makes his preliminary selection based on criteria established by ACEP 
policy. 

The entrepreneur must be a Senegalese national. 

The enterprise must be located within the branch's territory. 

The enterprise must have existed at least six months prior to loan application and have 
some track record. (For cases introducing new technologies or manufacturing products 
of interest to Senegal, ACEP makes an exception to this policy and finances startups.) 

Loan value cannot exceed 75% of collateral. Acceptable collateral includes mortgages, 
liens on equipment, liens on vehicles, comakers with sufficient assets or securable 
income. 

The entrepreneur must work full-time in his business. This allows a gracefbl way 
to r e h e  loams to politicians, public employees, religious leaders, e~, . These groups have 
proven to be bad risk. Public employees accustomed to drawing a salary rarely have the 
entrepreneurial qualities to develop a successful enterprise. The World Bank-financed 
voluntary deparhrre program gave large financial incentives for business startups to 
willing participants. Few cases were successful. Politicians and religious leaders are 
prone to use their position to prevent the realization of collateral, and thus represent a 
high risk. 

The branch manager determines the loan amount baed  on the specific use, repayment potential 
of the borrower, and loan collateral. Working with the client, branch managers are able to 
formalize extremely informal data. They are able to establish an elementary cashflow and 
evaluate assets. Finally, and this is a critical aspect of the process, the branch managers must 
evaluate the credit worthiness of the potential client. This is done through informal interviews 
with neighbors and other ACEP clients familiar with the applicant. Routinely, the branch 
manager makes an unanno~nced visit to the entrepreneur's home to evaluate his social 
obligations. For repeat borrowers, the branch manager considers the physical signs that the 
businees is growing euch as major improvements, additionalemployees, higher volumes of 
stock, and business diversification. Generally formal loan applications do not occur until the 
branch manager is reasonably certain of the borroweiss ability to repay. 



Loan Application: The Regional Manager 

Loan applications selected by the branch manager for approval are next evaluated by the 
regional manager. We meets with the client, visits the enterpriscs, and cross-checks the 
information prepared by the branch. The regional manager, always a former branch manager, 
bases his opinion on a wide experience in the field. The regional manager notes his opinion on 
the loan application. 

Loan Approval: The Lout8 Committee 

A loan committee meets in each region once a month. The voting members of the committee are 
the Director, Head of Credit Operations, Legal Advisor and the regional manager from whose 
region the loans are being examined. The branch managers attend only to present their loans and 
defend the loan's merits. They do not vote. Once the presentation is over, the regional manager 
makes his comments and the voting members discuss the loan. 

In addition to cash flow, the committee evaluates collateral, ease of collateral realization, stated 
use of the credit, family obligations, and standing in the community. The committee applies 
economic sector ratios to assure the diversity of a branch's portfolio. Amounts requested by the 
applicant are occasionally reduced, in particular for loans to commerce, to conform to estimated 
actual need. ACEP staff has developed a set of informal standards to guide their review. All 
loans must receive the unanimous vote of all committee members. In FY93, loans approved 
averaged about 141,000,000 FCFA or US$530,000 per committee meeting. 

Intenriews with committee members, observation of a committee meeting, and review of 
comments on loan applications verified the effectiveness of the committee's work. The best 
proof of the quality of ACEP's loan committee decisions is the exceptionally low write-off rate. 
Over the last three years it has averaged 1.4% of outstanding loans, exceptional in any 
environment. 

Loa~: Follow-up 

The use of cndit funds is stated m the contract between ACEP and the borrower. Within 30 
day13 of loan disbursement the branch manager visits the client to see that funds have been spent 
for Ithe intended purpose. If h d s  have been misspent, the branch manager begins the process to 
call in the loan. 

tom Recovery 

Generally loans are a~morrized on a monthly basis and installments are due on the first of the 
month. On the fifth of each month all loans are posted and penalties on late payments are 
assessed. On the fiftmth of the m ~ n t h  MIS provides the aging reports. Based on the 
infirnation provided in these reports, ACEP staff takes action on clients in anears. A loan is 
considered non-performing if it is in mars for two months and the process to seize collateral 
begins after the third nonpayment. Loans are not rescheduled. These policies help to account 
f i r  ACEP's high recovery rates and ensures diligence by the branch manager when developing 



the application. It also helps to develop the long-term ACEPIclient relationship. Generally, 
ACEP borrowers rcceive a branch manager visit about once a month just before the scheduled 
payment (on or before the fifth of each month) to verify that the installment will not be late, to 
keep up regular contact, and to remain current on the development of the business. 

Loans are generally amortized over twelve or thirteen months. Loans for agriculture may be 
shorter, running with the agricultural season, and provide a grace period consistent with revenue 
streams. ACEP's relatively limited amortization period confines ACEP's involvement in certain 
sectors and with firms of a certain size. It is a growth constraint and may require revision in 
years to come. Any change to this policy in the future should go slowly and with caution given 
the risks of medium term lending in West AFrica. 

ACEP's reasons for not financing medium term loans or larger enterprises are as follows: 

b The managerial talent of most enterprises financed by ACEP is concentrated in one 
person. Should that person fall ill or be absent from the business, the enterprise may 
completely collapse. 

b The poor maintenance of equipment found in most enterprises does not permit accepting 
equipment as collateral for long periods. 

b The incentive to repay diminishes with the size of the loan and the time needed before 
applying for another loan. Many of ACEP's clients return at the end of each loan for a 
new loan. This allows ACEP to reevaluate periodically the state of the business, the state 
of collateral, and capacity to reimburse. 

ACEP's position is that financing larger enterprises is too risky. ACEP management 
believes most owners of these enterprises are more sophisticated entrepreneurs who 
know how to go around the law and prevent realization of any collateral. 

Staff was selected primarily to do character loans not loans based on highly sophisticated 
financial analysis that would be required for larger sized enterprises. 

ACEP has not l l l y  exhausted the market niche it cunently handles successllly. 

The evaluatonr found these reasons valid. Further, ACEP was created to serve small scale 
enterprises that do not have access to formal banking. This is exactly what it is doing. It is 
important during the institutional phase that ACEP concentrate on what it does best while it is 
adjusting to its new status. 

ACEP's lending practices, criteria, collateral requirements, and repayment policies will be 
maintained in the new credit union. Membership will be decided using the same criteria as 
presently used for loans. 



Most of ACEP's clients are owners of small scale enterprises. Slightly more than 60% of 
ACEP'r loans in FY93 went to businesses with assets of 2,000,000 FCFA or less. Thc great 
majority have leso tbon ten employees. Most of them have substantial business experience (12 
yam on avenge). Umlly they are the sole owners of their business assets. In 1993, 
approximately 5W of all ACEP loans went to repeat borrowers showing a healthy balance 
betrveen building on a d i d  client base and expanding its presence in the market. 

D ~ H w ~ &  by GG& and Economic Sector 

ACEP's loon partfolio has atmng positions in commerce and services, representing 38% and 
37% of volume rtopectively in FY93 (Table 2a). Manufacturing stands at 15% and agriculture 
plus multeting of qpicultlrrol goods stand at 10%. Currently, women represent 20% of ACEP's 
clinrg ud receive 11% of the volume representing a steady increase since FY89 (Table 2b). 
Their loans arc genenlly conccmtrated in commerce and manufacturing (Table 1). ACEP has 
made dlh,rts, by djurehrg a branch manager's bonus for dive~ification of his portfolio, to 
encourage more lending to the manufacturing sector. However in Senegal's informal sector, 
 ma^- is relatively limited as compared to commerce or services (principally transport). 
F& difficulty in financing the manufhcturing sector ie their lack of collateral, thus, the size 
of their loans rcmrrinl~ mall. While 24% of ACEP's clients are in the manactwing sector they 
mceive only 15% of dre volume. In the senrice sector, on the other hand, where collateral exists 
and lo rn  rue greater, 20!% of FY93 clients received 37% of the loan volume. The agricultural 
sector remaim atable at 5%. Moat agricultural loans in Senegal are financed by the Caisse 
N r r d b d  & &dl! Agricole. 

ACEP relies on the commerce and service sector for most of its revenue. Financing these sectors 
permits t8king mart ri8k~ m the manubturing and agricultural sectors. Since ACEP must be 
finnnciolly viable, it needo a d c i e n t  number of large-size secure loans to offiet the . . 
.dmmubntive cosb of providing very mall loans to women and the manufircturing sector. This 
olra belps to divenifjr tbe lour portfolio which allows higher risk lmdrng in agriculture. The 
pordblio cornpolition seema 1PProgrirtc for obtaining project objectives. 

Tab& 1: AD ACEP baa8 by Gender and Eoaomlc Sector 
N m b a  of Lomu aa 8 Psrcsntage of all ban8 between FY89 and FY93 , 

Ecslrmk Sector 
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# of 94 of 
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16 11% 32 10% 325 24% 343 23% 428 20% 1,144 21% 



b a n  Impact 

Information on loan impact on assets, profits and employment comes from assessments made by 
branch managers when loans are evaluated for renewal and from a random sample of closed 
loans. As of August 3 1,1993,2209 loans were evaluated. The statistics provided by the branch 
are controlled by M!S for logic and consistency. Explanations in cases of unusual changes are 
requested and incorporated in the documentation, Using MIS data impact on assets and profits is 
as follows: 

Table 3a: Business Growth Indicators 

The impact on employment is detailed below. Generally, businesses associated with ACEP 
show a net gain of employment except for permanent employment for women (-20 jobs). No 
new jobs were created in permanent employment for women. An analysis of the 20 cases cited 
showed that only two of the 20 jobs lost were lost due to economic slowdown. In six cases, the 
business-owner had wrongly included herself when reporting the number of employees. In the 
rest of the cases, outside help was replaced with family members or men. This is not unusual 
because women often leave full-time employment due to maternity or family obligations. 

Average Business Assets 

Average Personal Assets 

Monthly Profit 

Before ACEP 

3,800,000 

2,683,000 

193,000 

After ACEP 

4,390,000 

3,873,000 

247,000 

Percentage Change 

16% 

44% 

24% 



Table 3b: Employment Growth 

yomen: 

Permanent 

Temporary 

Apprentices 

Total 

m: 
Permanent 

Temporary 

Apprentices 

Total 

Total Emlovrnent: 

Permanent 

Temporary 

Apprentices 

Total A11 

Before ACEP 

196 

5 0 

813 
-. .----....-.-. 

After ACEP Net Employment 

176 -20 

77 27 

ZZZ - 210 

1,030 21 7 



Visits to A CEP Clienh 

Thirty client visits included several businesses in each economic ssctor served by ACEP. The 
sample was not statistically significant and was chosen in colld~oration with ACEP 
representatives. All clients visited had never participated in the formal scctor before their 
experience with ACEP. OAen they had started their business activity with the help of a family 
member, a previous employer, or on their own. Their businesses included agricultural 
production, i.e., poultry, fruits, vegetables and grains; retail sales of agricultural inputs, clothing, 
hardware, automotive parts and general merchandise; manufacture of cookware, clothing, 
fiuniturc, and metal-based construction materials such as fencing, market-stalls, stall doors, and 
scaffolding; services including restaurants, autobody and automotive repair, and public 
transportation. 

Besides clients whose accounts are current, the visit included one client with a previous non- 
performing lorn and one client currently in arrears. The first borrower, a. furniture manufacturer, 
spent his working capital intended for raw materials on a lease for retail space to market his 
products. When the h c h  manager made his routine follow-up visit and found that he had 
violatsd the terms of his contract, he immediately recommended that the loan be called-in. 
Clearly the retail space was too expensive and was putting the loan at risk. ACEP was able to 
recover the loan without need to realize collateral. After repayment of the first loan the 
entreprmeur requested a new loan. ACEP granted the loan because it considered that the 
entrepreneur simply made an honest error of judgment and that there was no intention to misuse 
the loan. He has been current on this loan and was grateful that ACEP correctly evaluated the 
situation. This was an inkresting case because it illustrates the fact that ACEP follows up on its 
investments and is quite strict on the intended use of the loan funds. 

The second case involved a woman whose account was in arrears. She complained that she was 
not expecting a return on her purchase of roaster chicks before two months. She fclt she should 
be granted a grace period based on the nature of her business. Continued discussions brought 
out the fict that the reserve fund, that she declared at the time of application and which was to be 
used to suoport operating costs during the first months, had been spent on the purchase of 
personal real estate. The regional and branch managers explained that her cash flow analysis 
considered the existence of this fimd and that she had not managed her resources as agreed. She 
was warned that continuation of nonpayment puts her collateral in jeopardy. Although ACEP 
grants grace periods for agricultural activities, it does not do it for poultry. Poultry is considered 
a high risk investment. It needs timely technical expertise (veterinarian) and quick decision- 
malting because disease can wipe out an entire stock in a matter of days. Poultry projects are 
generally not provided a grace period. ACEP requires that the entrepreneur have the neciessary 
cash nserves to cany the cost of operations during the maturation period. Because ACEP 
finances businesses already existing and having a cash flow, ACEP presumes its clients can 
meet their obligations if they manage their resources correctly. It is also important that ACEP 
insist on compliance of obligations and not allow changes in terms of the signed contract. 



- The positive effects of ACEP on its clients' enterprises, may sometimes be understated in 
ACEP's documents. This can occur because of its policy not to include in a client's net worth, 
the existence of other businesses owned by the client but not related to the loan being requested. 
This policy was set up to avoid the excess cost and reduced certainty involved in verifying 
proprietorship and income statements for businesses located outside the branch territory. A case 
in particular came to our attention during these visits. The borrower interviewed is currently 
repaying his fifth Poan. When he began with ACEP, he had a single grain mill, a small 
commercial enteqwise selling cattle feed and p i n s ,  and about 150,000 FCFA in cash. Over the 
years with the assistance of ACEP he has accumulated a peanut grinder, and several other food 
processors. He has diversified his business to include sales of sewing supplies and services, and 
purchased a taxi. He now employs three people and estimates his current net worth at between 
3.5 and four million FCFA. Because ACEP recordii only the asset value of the business for 
which the most recent loan is being applied, its statistical records showed only 700,000 FCFA in 
business assets. This reflects that ACEP's primary concern in establishing loan data is to 
maintain a conservative evaluation to minimize risks and control the origination cost of loans. 
The fact that ACEP tends to err on the side of prudence in estimating business growth because of 
its primary objective, should be recognized when evaluating the impact of ACEP on its clients. 

Among the entrepreneurs visited were several businesses owned by women. In each case the 
positive impact was quite dramatic. One restaurant owner had made major improvements to her 
business. Improvements to her place included covering cot~crete floors with tiles, installing 
mosquito screens and toilets, and adding furnishings and client amenities in the dining area. She 
also installed a telephone to receive reservations fiom local tourist hotels. Her improved cash 
flaw has allowed her to offer meals on credit. This has increased her regular clientele. She has 
been able to accumulate substantial savings. Another restauranteur has increased the size and 
volume of her business. Starting as a one-person operation, she now employs eight other women 
and occupies a larger space. Her daily revenues have increased fiom about 5,000 FCFA to 
25,000 FCFA. 

Women in small retail commerce are quite prevalent in Senegal. We visited one of ACEP's 
entrepreneurs whose activity was rather atypical. Her shop carried primarily home improvement 
and construction materials. She explained the difficulty she had in obtaining her first ACEP 
loan. The branch manager admitted to being skeptical of her ability to repay. He was concerned 
that her business was very new. Also, "young, well-educated women are prone to abandon the 
business at the first sign of trouble" and seek other opportunities. He made many unannounced 
visits to her shop, reviewed her books, contacted her suppliers, and even arranged for her to meet 
with ACEP's legal department to discuss her case. The regional manager explained that this 
conservative but thorough investigation of clients is what ensures that ACEP clients do not have 
problems repaying their loan. Loans that fail are not only costly to ACEP, but very unpleasant 
for the branch managers and their clients. The branch manager was clearly proud of his work as 
her business was prospering and he had a solid client for hture loans. 



Centrally the rnanufi,cturing enterprmcs for women involve clothing, including design and 
production. Since this activity is not ~iender oricntcd in Senegal, training of young boys and girls 
m apprentices is the norm in this cotlage industry. Client lo;m wcrc a sourcc of working capital 
to purchase raw materials in bulk anal the means to purchase new machines. While many of 
ACEP's clients supply uniforms for Senegalese workers, others in Scnegal's wcll-known "hautc- 
couture" are marketing their original African designs internationally. 

Among ACEP's large borrowers, we visited one owner of a mass transit operation who was 
currently repaying the most recent of three loans averaging 4,000,000 FCFA each. He began his 
business with a family loan for one M1:rcedes bus. His business rapidly grew with ACEP's 
support allowing him to bring in other family members and take on significant family 
responsibilities for a man of his young age. With his most recent loan and cash reserves he was 
able to diversifl into a lucrative automotive parts business, traditionally dominated by Lebanese 
in Senegal. 

ACEP staff was particularly proud of the4 organization of successfbl village association 
borrowers. Using the combination of cooperatives and collateral, they have organized groups 
that have group splidarity reinforced wii'h collateral. The village we visited was quite small and 
had only five association members who were all very pleased with their work with ACEP. They 
explained that ACEP allowed them to piuchase fertilizer on time and in the necessary quantity. 
This ability to completely control input z~pplications greatly improved crop yields this year. The 
contrast was confirmed by the result of neighboring fields where farmers 1 died on government 
inputs that arrived too late in the growing season. 

Several clients in the agricultural sector were very enthusiastic about their discovery of ACEP. 
Trained as agronomists and veterinarians, they regularly apply new technologies and products in 
their business ventures. ACEP has provided them with capital that has allowed them easy access 
and use of these new methods. Growth in these businesses promotes testing and use of new 
technologies, including automated irrigation. This helps disseminate more efficient techniques 
to other entrepreneurs in the area. One 1iu.g~ agricultural entrepreneur had a very impressive 
family agtibusiness that included fiuit orchards and vegetable gardens. The products from these 
are sold to wholesalets. He had significant investment in his business before ACEP loans and 
was trained abroad in agronomy. He is c~imntly trying to organize other local fanners to 
produce similar products that can be aggrqgated for export and discussed many other practical 
initiatives to improve agricultural efficiency in the area. 

Many of ACEP's clients use courses in business management from other donor organizations to 
improve the &ta provided for loan justification to ACEP. Several were quite proud to share 
their accounting journals with the team. ACEP's policy not to provide any training or technical 
advice to its clients is often questioned by o~ltside visitors. ACEP's policy is based on its desire 
not to assume any responsibility for the business' success or failure through participation in 
business decisions. It mts to remain strictly a source of finance. When clients express desire 
for training, ACEP recommends other organizations that provide such training. The need to 
separate finance activity fiom training seems to be winning approval. Two examples come to 
mind. The Iiriedreich Ebert Foundation that is providing technical training in manufacturing in 
Senegal, decided to abandon its credit component and signed an agreement with ACEP to 



finance the foundation's clients. Africm is also negotiating with ACEI' to I w c  it marl;ige its 
credit activities under a separate IJSAID funded project. 

In summary, ACEP clients were very pleased with the availability of credit that has hclpcd thc 
growth of their bwinesses. Many of' these peoplc arc vcry rcsourccful. Eventually thcy 
probably would have progressed without ACEP. I-Iowcver, access to ACEP credit specdcd up 
their growth. ACEP clearly serves a dynamic market whosc success has a ripple effect 
throughout the community. The ripple effect provides increased employlnent and economic 
opportunities, a wider availability of goods, and improves quality and varicty of services. 

In the manuFacturing sector, ACEP clients report an increased ability to take on more orders due 
to a reliable source of working capital for the acquisition of raw materials. With thcir success, 
many entrepreneurs were able to divcrsifL into other related businesses, make physical 
improvements providing room for expansion of activity, improved hygiene and better marketing 
conditions, and, apply higher technologies than previously used. 

Several clients mentioned improved accounting and business planning because of their ACEP 
loan. They explained that the requirements to justify the loan made them more aware of costs 
and more thoughtful about what they could do next to improve business. 

Another aspect of the ripple effect is the ability ha t  some of ACEP's clients to provide credit to 
their clients. In the fishing sector ACEP helps primarily throu.gh loans for marketing operations. 
It finances refrigeration equipment, packaging materials, and ismall refrigerated trucks. ACEP 
had to limit lending to fishermen because these have proven to be poor payers. By financing 
intermediaries who in turn finance the fishermen ACEP is able to remain in the fishing sector 
with acceptable risks. This was verified during a client visit to a fish wholesaler in MBour. 

Social benefits in.cluded increased personal assets, a sense of control over one's future, improved 
living quarters, and the ability to add to one's family responsibilities, i.e., taking in children from 
other family members or an additional spouse as prosperity permits. 

Most borrowers felt a strong loyalty to ACEP and said they would be willing to use savings 
services if they were available. Several among those interviewed were already members of the 
new credit union. Borrowers discussed the need for loans of greater amounts and longer terms. 
Lower interest rates were also requested by some borrowers. These requests were reasonable 
and should be periodically reevaluated as previous!y discussed. 



ACEP's funds originate from thrce major sources: IJSAID, .r\C:Uf3 revenues, and the CiOS. 'l'hc 
cost of thme funds was zero. For details by year see 'I'ablc 4. 13ctwccn I990 and 1093 the total 
funding avdable to ACBP ww US$8,919,491 and is brokcn down by source as follows: 

c USAJD 5 $3 1,43 7 
b ACEP Revenue from operations 2,111,498 
t ACEP Interest income from deposits 70,556 
b Government of Senegal I m706,000 

TOTAL USS 8,919,491 

Uses of&nds 

As of August 3 1,1993, US$8,498,836 had been used as follows: 

b Credit h d  
t Operating Costs 
t Technical Assistance 

TOTAL 

USAID contributed: 
b Credit h d  2,050,000 
b Operating Costs 1,479,680 
w Technical Assistance l.,.mm 

TOTAL US$ 5,03 1,43 7 

ACEP contributed: 
t Credit fund 
t Operating Costs 

TOTAL 

GOS contributed: 
b Credit fund 1,127,963 

Operating Costs 133,892 
Technical Assistance 23.490 
TOTAL US$ 1,285,345 

Note: The remaining USS420,655 of the GOS totd contribution of US$ 1,706,000 is carried 
forward for credit and operating couts for FY94. 







Until August 1992, the only source of outside funds was USAID. In August 1992, thc 
Government of Senegal (GOS) contributed $1,706,440 to the project (project agreement 
amendment No. 6 of August 12,1992) for an expansion of ACEP's network to the Casamancc. 
Of this amount, $288,000 was to cover operating costs in the Casamancc over an 18 month 
period. The $1,418,448 balance was to be used for the crcdit fund. Also, USAID provided 
$145,000 for the purchase of equipment for the Casamance expansion. It did so by allowing 
NTF to use unearmarked funds from already allocated funding. 

USAID contribution to ACEP operating costo ceased on November 30, 1992. From that date on, 
ACEP covered all operating costs fiorn its revenues. The GOS will continue to cover all 
operating costs in the Casamance until May 1994. 

Analysis of Income Statements 

Table 5 identifies income, expenditures and profits for FY89 thru FY93. The FY93 statements 
are being certified and previous balances are being validated by an outside audit firm (Ernst & 
Young). We ape therefore assuming that the data provided in ACEP's income statements is 
reasonably accurate. An analysis of these statements leads to the following conclusions. 

1. Revenue grows steadily from 1989 to 1993, showing a six fold increase over the period, 
going fiom 28 million FCFA in 1989 to 217 million FCFA in 1993. This is directly 
related to the dramctic increase in the volume of loans which goes from 2 18 million 
FCFA in 1989 to 1.5 billion FCFA in 1993 and a decrease in w~ite-offs which goes from 
11% in 1990 to 1% in 1993. 

2. Provision for credit losses drop dramatically from 1989 to 1993 going from 22% of 
outstanding loans in 1989 to 2.3% in 1993. This is a result of tightening procedures on 
lending and collateral registry. 

3. Operating expenses also rise substantially during the period going fiom 67 million FCFA 
to 171 million FCFA, an increase of 150% This increase in operating cost is due 
primarily to an increase in staff and ren& resulting fiom ACEP's enormous expansion. In 
1989 ACEP was present in the Kaolack and Fatick regions only. By 1993, ACEP's 
network of branches covered almost every region of Senegal. The number of Branches 
went fiom 5 to 19. Salaries, rent and utiiities represent 80% of ACEP's local operating 
costs. 

4. The costs of technical assistance, including NTF home office costs and G&A, goes fiom 
498,377 US$ in 1989 to 286,071 US$ in 1993. The drop is 2 result of reduced G&A as 
ACEP assumes more and more of its own expenses. 





5. Incoma: net of donor operating support went from a loss of 75,556,216 FCFA in FY89 to 
a profit of 56,368,107 FCFA in W93. In FY93, net income &ope slightly compared to 
FY92, going from 63 million FCFA to 56 million FCFA. The reasons for this changc arc: 

> For end s f  project reporting needs, financial statements in FY93 end on August 
31 instead of September 30. Thus, net income is caiculated on only eleven 
months, on a twelve month basis it would be about 61,000,000 FCFA. 

> The Casamance network has been operating only ninc months and according to 
projections it is expected to break even in 14 months. In 1993 it produced an 
operating &ficit of 12 million FCFA. 

> A substantially larger provision for loan losses in absolute numbers is provided in 
PY93 to cover possible losses due to Senegal's unstable political condition and 
the psible effects it may have on the economy (strikes, possible depreciation of 
the FCFA, etc.) 

> Depreciation on equipment and furniture has been fully amortized adding 
7,000,000 FCFA over last year's amount as recommended by the audit firm 
currently involved in ACEP's certification. 

ACEP's Asset Quality Ratios 

The trMe below shows steady progress toward achieving excellent asset quality ratios. Previous 
m q p n e n t  never produced financial statements and therefore never made provisions for credit 
losacs or wrote off bmd debt. In 1990, ACEP had to write off 36 million FCFA accumulated by 
previous management. The drastic change in all ratios between FY89 and W90  demonstrates 
the efiiectivenesa of the lending policies initiated when ACEP was created, detailed earlier in this 
Fepart Even with Senegal's serious economic problems, ACEP continues to show only G.9% 
writcoffb and 3.1 % non-performing loans as of Augus t 3 1,1993. 



Branch Breuk-evert A rtalysis 

An analysis of operating c o s l  by branch was performed for FY93 (Table 7). Because ACEP 
branches carry similar charges, their operating costs are almost equal whatever the age and 
location of the branch. All branches fell within a 20% range of 2.4 million FCFA per year. This 
includes salaries, rentals, utilities, depreciation, per diem, etc. To cover direct branch operating 
costs, the branch needs an average outstanding balance 24 million FCFA over a period of one 
year and provisions for losses not exceeding 2.5% of outstanding balance. Most branches reach 
this point at the end of 14 months of operation. On average a branch's direct costs of opcnt' , ions 

represent 3.5% of its total outstanding balance. 

With 19 branches covering most regions of Senegal, ACEP does not expect any furtlier 
expansion in its network. In 1993, overhead costs (headquarters & regional offices) totaled 
13 1 million FCFA representing an average of 6.9 million FCFA per branch. A branch can 
assume its share of overhead at the end of three years if it reaches an average outstanding 
balance of 50 million FCFA by year two of operation and maintains provisions for losses at 
2.5% of outstanding balance. Of the eight branches opened in 1990 all were able to cover all 
costs by the end of FY92. Qn average, total cost of operations represents 14% of outstanding 
balance. As volume grows, this percentage will decrease. It is expected that as volume attains 
expected levels in the Casamance in 1994, total operating will represent 10% of outstanding 
loans. 

In ACEP's financial statements the Branch Manager's bonus is treated as profit sharing and not a 
charge to operations. It is reflected on the balance sheet rather than income statement. However, 
for the purposes of this break-even analysis we have the bonus as a charge to operations. See 
Table 8 for analysis by branch. 





Interesr rutes 

ACEP's current interest rate is one point below the maximum allowed by the Central Bank and 
Senegalese law. The usury rate in Senegal stands at 29.16% APR, ACEP charges 28% APR 
(16% add-on). ACEP's rate of interest was set after a detailed sensitivity analysis examined 
various scenarios using probable portfolio growth rates, default rates and administrative costs. It 
was established that the rate of 29% APR with a default rate of 6% would allow ACEP to reach 
break-even point in the middle of FY9l and a 20 million FCFA profit by the middle of FY92. It 
was projected that ACEP gross interest revenues would be 125 million FCFA in 199 1 and 1 I( 1 
million FCFA in 1992. It was also projected that operating expenses would be 120 million 
FCFA in 1991 and 130 million in 1992. Because the analysis was already suggesting an interest 
rate close to the usury rate, the cost of inflation was not considered in the analysis. USAID 
reviewed the analysis and approved the proposed change in project paper Amendment Number 
3, dated June 8,1990. 

The analysis proved to be quite accurate on revenue and cost projections and much too 
conservative on projected write-off rates. The write-off rate has been maintained at 2% instead 
of the 6% projected; thus, provisions for possible credit losses in 1991 were 17 million FCFA 
instead of the 43 million projected. In 1992, provisions stood at 16 million FCFA instead of 62 
million as projected. This has in practical terms produced revenues sufficient to cover 
administrative costs and inflation. ACEP realized the necessity of maintaining the value of its 
capital, and therefore capi@Yi~;: ;>.I? its profits for 1991 and 1992 for 307,000 US$ representing 
15.4% of capital. 

It is planned that after the transfer of assets to the newly created institution (the credit imion), a 
provision of 5% of annual net profits will be capitalized before any distribution of profits to its 
members. 
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V .  S t a t e m a n t  of Work o f  t h i n  C o n t r a c t  

I n  a v o l u a t i n g  t h i a  p r o j a c t ,  t h o  u v a l u a t i o n  tnam w i l l  a n n a n n  
questions of  procer la .  i m p a c t ,  i n a t i t u t i o n a l i z a t l o n  and t h o  r o l e o  
p l o y a d  b USQIn. t h e  GOS,  and  t h o  NTF. USQID/Sunogal i s  a u s k i n g  
infornrr i !on  f rom t h e  CCD P r o j e c t e @  8% Component t h a t  1.~111 h e l p  nID 
b a t t a r  managv c r a d i t  r c t i v i t x o o  i n  t h e  f u t u r a .  

Tha e v a l u a t i o n  t e a m  u i l l  a n a l y z n  t h e  f a c t o r 3  ? h a t  were most  
c r i t i c a l .  t o  p rogram a u c c o e s e t ~  o r  f a i l u r e s .  Tho f  actor w f  11 
awarnina e a c h  o f  t h a  i n s u s u  and  q u e r t i o n r  l i n t o d  JIW i n  orclor t o  
i d e n t i f y  t h o s e  f a c t o r s .  

1. n n r l y a i s  o f  t h e  a t r e n g t h s  and wsakneaaca  o f  flCEP'a 
o v e r a l l  m a n a g a n e n t  and r t r u c t u r a  and USQZD and  GOS 
P a r t i c i p a t i o n  

1.1. I s  nCEP's  s t r u c t u r e  a p p r o p r i a t e  f o r  i t s  
o p e r a t i o n s  7 .. - 

1 . .  What a r e  t h a  r o l a r  and r e s p o n s i b i l i t i a s  of a a c h  
key e t a f f  member? ( D l r e c z o r  G e n e r a l ,  Ch ie f  
C lccoun tan t .  a u d i t o r ,  Laga l  Q d v i a o r ,  R e g i o n a l  
M a n a g e r s ,  Branch Managers. t h e  NTF R e p r e s e n t a t i v e  
ate...) 

1.3. Cira p a r s o n n a l  b a i n g  usad a f f a c t i v e l y  7 
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dmparture o f  t h e  t a c h n i c a l  a s s i s t i i n t ?  

. _. . . . , .  . .  ..,..., . * .  

' 1 . 5 .  Xs thm suppor t  p rov ided t o  ' tha f i a l d  by NTF 
headquar ter '@ r t a f f  i n  Washington adequate 7 

1.6. Za t h e  aCEP l o a n  a o u r i t t e e  f u n c t i o n n i n g  
e f f e e t i v a l y  7 

1.7. ' Hou ' e f  f e e t i v e  ar3  t h e  types  o f  t z a i n i n g  g i v a n  
- t o  MEP'a l o c a l  r t r f f .  

1.8. To what degree i s  aCEP0r Hanual o f  Procedures 
* f f a c t i v a l y  rasponding t o  a l l  t h e  f i n a n c i a l ,  

' 

a d m i n i s t r a t i v e  and t e c h n i c a l  requ i rements  needed 
t o  assure t h e  success of t h a  p r o j m c t ' s  ope ra t i ons  
and ob jac t i ves7  

1.9. Ie fKEP u a i n g  an e f f e c t i v a  system f o r  f i n a n c i a l  
munagamant an-. con t ro l7  - 

1.10. Ooea t h a  p r o j c  t hava an a f f e c t i v m  method f e r  
transferring tunde from i t s  headquarters t o  i t s  
c l i r n t r  and suppl imrs? 

1.91.  D i d  QCEP a s t a b l i s h  and u r a  an s f t e c t i v e  
mon i to r i np  system f o r  i t s  i n t e r n a l  management, 
f o r  i t s  s t a f t  members mrnagamant t a s k s  out.aide o f  
t h e  headquarters and with i t s  c l i e n t s ,  doss ie rs ,  
e t c7  

1.12.  What was t h e  c o n t r i b u t i o n  o f  t h a  n a t i o n a l  p r o ' e c t  
c o r n i t t e e  t o  t h e  p r o j e c t ' s  success? What c o u i d  be 
dona t o  improvr  t h e i r  p a r t i c i p a t i o n  7 

1.13. What was t h e  c o n t r i b u t i o n  o f  USQID/Sanagrl t o  t h e  
p r o j e c t ' r  ruccees? What were t h e  ma jo r  weakness 
i n  Usam's  p a r t i c i p a t i o n  7  Could t h e  c o l l a b o r a t i o n  
be b e t t e r  unproved and in  what rehse? 

1.14. Wou s f  f e c t  i v o  war USRID aupport  and guidance 
t o  @tEP/NTF 7 

2. An r l ya ia  of Lending P r a c t i c e r  

2.1. m e  ACEP'a l e n d i n g  p r a c t i c e s  ( c r i t e r i a ,  
c o l l a t e r a l  rsquiramenta,  rmpaymmnt p o l i c i e s  e t c )  
app rop r ia te  i v e n  p r o j e c t  o b j e c t i v e s  and 
institutions ! i z a t i o n  goals 7 

2.2. Does lCEP hat.,, ' 7  adequate system t o r  t r a c k i r r g  
l o r n a  7 

2.3. I# t h e  r e c t o r r l  d i v e r s i f i c a t i o n  of t h e  
p o r t f o l i o  app rop r ia te  7 Is t h a  l o a n  r i z a  
appropr ia te  7  

2 . U .  Are t h e r e  any p o t e n t i a l  c l i e n t #  c u r r e n t l y  n o t  
recmiv ing  loans t h a t  should be considermd f o r  
f u t u r e  l oan r?  . .- 

3. I n a t i t u t i o n r l i z a t i o n  
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. . 3.1:. Whart uas t h e  i k t i t u t i o n o l i z ~ t i o n  p rocs se  and : , . ;. 
. - . ,,: whon was it bagun 7  What war@ t h a  major : 

7 
. ., . . 

I .  
-., 

'. ' ' problemo encountered and how were t h s g  
roso lvad  7  

. 3.2. W i l l ,  t h a  propasad WW l a g i r l a t i o n  on e r a d i t  .- 
. u n i o n ~  p e m i t  ACEF' t o  o  o r a t e  ra it c u r r e n t l y  

doas  o r  w i l l  it rarcm tRa r  t o  s i g n i f i c a n t l y  modify 
t h e i r  c u r r e n t  s y s t e a r ?  

Wara t h e  a r r e t s  of t h e  pro  a c t  t r a n r f a r e d  t o  
t h e  nou i n s t i t u t i o t i  i n  auc a  way t h a t  thoy  
a r e  adequate ly  protected? 

Can QCEP witha tand  p o l i t i c a l  and o t h e r  pceseu ra s  
t o  land t o  wall-con~nmctad borrowars7 Can it 
r u r v i v e  a r  a  t r u l y  indigenous i n s t i t u t i o n ?  

Do WEP members have a sanse  o f l o y a l t y  t o  t h e  
i n s t i t u t i o n 7  00 t h ~ y  hava a  aans r  of  mombarship 
ar n1ne r sh ip7  - 

" 

Were t h e  nece r r a ry  (Itape taken  t o  a s s u r e  t h e  
i n s t i t u t i o n a l i z a t f o i ~  of QCEP 7 I f  n o t .  what 
could  be done d i f fex-ent ly  t h e  n e x t  t ime  t o  
f a c i l i t a t a  i n s t i t u t i . o n a l i z a t i o n  7 

What was USRID'S r o l e  i n  t h a  
institutionalization process 7  
Was it a f f e c t i v a  7 

I f  t h a  p r o j a c t  i n s t i t u t i o n  is  n e t  ymt f u l l y  
i n s t i t u t i o n a l i z e d  w h n t  a d d i t i o n a l  s t e p s  should  
b. taken by USQID o r  t ha  a n t i t y  i t s a l f  7 

Is t h a  typa  of technical a s r i r t a n c a  t o  ba providad  
by RWI a p p r o p r i a t e  and adequate? Does RCEP 
roqu i r a  any a d d i t i o n a l  a s s i s t a n c a  i n  o r d a r  t o  
i n s t i t u t i o n a l i z e  c r e d i t  a c t i v i t i e s  7  I f  80 what 
t y p a  of a s s i s t a n c a  is rmquirrd 7  

4. Economic &ulysir hCrrl e*) on\y ... De+ot'~rA ; ~ ~ l ~ r ~  i o  
he s4b;tit aM*.if st.+ 

I n  t h i s  s r c t i o n .  t h a  aconom~ic and f i n a n c i a l  a r p a c t s  
o f  ACEP's o p e r r t i o n r  w i l l  b~e s t u d i e d  and 
f u l l y  axplorad  t h r o u  h an a n a l  s i r  o f  d a t a  cova r ing  
r broad range of a c t  ? v i t i e a .  8 ome,of t h a t  d a t a  
w i l l  covar:  ( a )  an a a s e s s 1 ~ 1 n 4  of impact a t  t h a  
l e v a 1  o f  t h e  bor rouin  en te l rpr i re r  and,  (b) an ! economic and f i n a n c i a  anal!pis  of t h o  o v a r a l l  c r e d i t  
program. I n  t h i s  r e c t i o n  t h e  Con t r ac to r  w i l l  
da ta rmina  if c u r r a n t  p r o j a c t  s t a t u s ,  a s  r a p t s t a d  i n  
r e c t i o n  I V . l .  abovr. i r  accura te .  

1 Arsarrment of impact of borrowing e n t e r p r i s e s .  
Q u e s t i o n r  and i s s u a s  t o  ba axaminad by t h o  
e v a l u r t o r r  i n  o r d a r  t o  rrrers t h e  impact of 
borrowing a n t a r p r i r e r  w i l l  inc luds :  

V.1.1.  Informat ion  on loan d isbursamonts  
by amount. gender and pu rpo re  by yea:. 

1 . 2  What a r e  t h e  bo r roww8r  p r o f i l e  
(a .0.  r a p a r t  borrowers,  l a r g o  
b o r r o w r r ,  m ic ro -en t e rp r i s e  borrowers 
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' . C. ., . . . . . .  . . 3 .1 .3 . '  Did e n t e r p r i s e  incornm' r i a .  7 B'J how 

.... . . . .  . - ,  :. I.. much? C\re t h e r e  d i f f e r e n c e s  by t y p e  
of mntarprism, by m d e r  o f  . . .  
ent repreneur ,  by s L e  of e n t e r p r i s e ,  

' ' 

by rapmat vmraus f i r s t - t i m m  borrowmra, 
e t a .  7 

C.l.4. Did e w l o y n e n t  rim ( u s i n g  s i m i l a r  
c a t a g o r i a s  a s  abovm; what k indr  of 
employment: c a s u a l ,  permanent,  male, 
f e u l o ,  a t c )  7 

. . . . .  
4.1 .5 .  Was tharm any c a p i t a l  accumula t ion  i n  

t h e  borrowina e n t e r ~ r i e e s  ( i f  s o .  haw 
much; arm th&m d i t i o r e n c m s  by t i pms ,  
e t c . ) ?  

S.1.6. Were t h e r e  any u n a n t i c i p a t e d  e f f e c t a  
of t h o  c r a d i t  on thm borrowers ,  t h e i r  
employees, and t h e i r  f a m i l i e s ?  o l d  
thmir  accmaa t o  l oan r  h a w  a  a i  rLi t icant  
impact on t h e  q u a l i t y  of  t h e i r  T ives?  

4 .2 .  Economic and F inanc i a l  Gnalys i r  

The Cont rac tor  w i l l  aseesa and a n a l y z e  t h e  
p r o f i t a b i l i t y  of  KEP .  I n  s o  doing. thm Con t r ac to r  w i l l  aaamsa and 
ana lyze  s e p a r a t e l y  t h e  profitability of t h e  c r e d i t  o p e r a t i o n e  of 
GCEP. Tha C o n t r a c t o r  w i l l :  

U.2.1. I d e n t i f y  and analyzm t h e  sou rca  
c o s t s  of funds ( i n c l u d i n g  g r a n t  
funds)  nuda available t o  K E P  on an 
annual  b a s i s  f o r  each  of t h e  F i s c a l  
Vmars ( s t a r t i n g  October  1989 t o  
June 1993, with t h e  unde r s t and ing  
t h a t  only 9 nontha w i l l  ba covarad 
dur ing  rho  l a r t  f i s c a l  y e a r ) .  

C.2.2. I d e n t i f y  and ana lyze  t h e  u rea  of funds 
and incomas < s p a c i f i c a l l  i n c l u d i n g  
i n t e r e s t  i n c o r  on loan.! o f  ruck 
funds. 

C.2.S. I d e n t i f y  and rna lyza  t h o  annual  
ope ra t ing  expenses of ACEP t o  i n c l u d e  
s a l r r i a s  and r l l owrncos ,  dap rmc i r t i on .  
p rov i r ion  f o r  bad d e b t ,  and o t h e r  
axponrar f o r  each of t h o  y e a r s  from 
October 1909 t o  June 1993. P r o j e c t  
c o s t s  r a l a t a d  t o  t h o  a r tob l i shmon t .  
expansion m d  pending 
i n o t i t u t i o n a l i r a t i o n  of  ACEP 
w i l l  be included and i d e n t i f i e d ,  r r  
w i l l  a l l  c o s t s  of managomant 
inc luding  e x p a t r i a t o  and  t e c h n i c a l  
a s s i s t a n c e  rarvicms and a l l  othmr 
p r o j e c t  c o r t r  . 

. . 
4.2.U.  &$er r  t h a  p roce r r  by which branch 

o f f i c e r  o r d i n a r i l y  r o a c h  m a t u r i t y  by 
t r ack ing  c o s t s  of o p e r a t i o n s  and income 
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f o r  a ramplu of matuza branchas  from . d : . , ,  . . . . .  . 9 .  . . . , , . , 1 . .  

, , 
, , . .  

incept ion  t o  m a t u r i t y .  The C o n t r a c t o r  . ' . ' .), : . .  . . . ,  , . .  . . I  . 
w i l l  c o l l a c t  d a t a  on r a l a r i a a  and , . .  allowances. bonuaea, o t h e r  expenses and ' 

amount of l oans  o u t s t a n d i n g ,  and w i l l  
a a l cu l ace  and ana lyze  t h e  r e s u l t i n g  . 
oxpanrar a. r a h r r o  of o u t s t a n d i n g  
loans.  The C o n t r a c t o r  w i l l  ana lgze  
each branch i n  t h e  sampla a r  a p r o f i t  
c en t e r .  

Prepare and ana lyze  p r o f i t  and l o s e  - = 
accounts t o r  K E P  a s  a whala f o r  each  
f o r  each yea r  (from Oc tobe r  1909 t o  
Juna 1993). i d a n t i f u  incoma. 

I 
expendi tures ,  and p h f  i t s .  ~ h e s e  
accounts w i l l  ba axp ra saad  i n  tarmr 
of FCFR and i n  te rms  of pe rcen tages  
of loan  amounts. 

t3rsarr and ana lyza  t h e  a x p l i c i t  and 
i m p l i c i t  r u b s i d l e s  t o  OCEP i n  e r c h  
yaar  (from October 1989 t o  Junw 1993) 

t3nalyra t h a  way i n t a r a r t  r a tmr  arm s e t .  
Does it cover  a d m i n i s t r a t i v e  and 
i n f l a t i o n  coa t s7  

5 .1 .  Givan c u r r a n t  implamantation a t r r n g e m e n t r ,  is t h i s  
p r o ' e c t  r e p l i c a b l e ?  What a r e  t h e  key p a r t s  t h ? t  cou ld  be 
r a p  1 icotod a t  a  rmasonrbla c o s t 7  What a l t m r a t i u r ~ s  i n  t h a  
implementation procedures could i n c r e a s e  e f f i c i e n c y  o r  
f a c i l i t a t e  r a p l i e a t i o n 7  

5 .2 .  What doas t h e  ACEP axpariancm s u g g e s t  wi th  r a r p a c t  
t o  t heo r i e s  regard ing  t h e  c r e a t i o n  of c r e d i t  unions? I n  
t h a  p a r t  it was rrguad t h a t  c r e d i t  un ions  must bo a t a r t a d  
through snvings programs which e v e n t u a l l y  l e a d  i n t o  
Landing a c t i v i t l o r .  ACEP took t h e  o p p o a i t e  approach and 
began w i t h  l ending  a c t i v i t i e s  u t i l i z i n g  donor  funding .  
What dvav tila CMEP axperiencc rugge r t  r e g a r d i n  t h a  
. tar?-up at  c r e d i t  union87 Is a  well-managed !ending 
progrrni a mora a f fac t ivm ( i n  tarma of t i m a )  and 
app rop r i a t e  ba re  from which t o  bu i ld  a  c r e d i t  union? 

5.3. Given t h e  importance of gendar c o n s i d e r a t i o n o  
a r r a s r i n  t h e  'paoplo l a v a l  impacts" e t  t h o  SSE Componant 
of t h e  $0 p r o j e c t  , t h e  Cont rac tor  w i l l  documant t h e  
d i t f o r a n t i a l  p a r t i c i p a t i o n  of man and woman a t  each l a v a l  
of p ro j ec t  a c t i v i t y ,  r u b j e c t  t o  t h e  a v a i l a b i l i t y  of d a t a .  

Spec i a l  a t t e n t i o n  w i l l  be given t o  documenting on a  
gander d i r rgg raga t ad  b a r i s  t h a  a l l o c a t i o n  o t  l o r n r  and 
o t h e r  bene f i t s  t o  RCEP'r c l i e n t s .  Based on t h i s  
a n a l y r i r .  t h e  Con t r ac to r  w i l l  draw c o n c l u s i o n r  
regard ing  t h e  p r i n c i p a l  c o n r t r a i n t r  t o  e f f e c t i v e  
p a r t i c i p a t i o n  by man and woman i n  p r o j a c t  a c t i v i t i a s ,  
and w i l l  draw conclue ionr  regard ing  o p p o r t u n i t i e s  t o  
naximizm e t f a c t i v a  p a r t i c i p a t i o n  of man and woman i n  
RCEP'r a c t i v i t i e s  i n  f u t u m  5.1.0. - funded p r o j e c t s  i n  
Sanegal.  

6. Oavelopment of Operat ional  Manual 



In ordar to faciiitrta tho replication of thir typa of errdit 
' ' * :  , 

program, tha Contractor will, after the evaluation has bean ---- ---., lrtrd, davrlop an oparation manual. 

Thir unual will identity, in chtonological order, all of thr 
key rteps that uould have to br taken i f  one were to replicate RCEP 
in another country. Thr manual will idantity major landing and 
operation praaticer that were key to thr programr ruccses. These 
prrcticam rust ba drrcribad in rufficient detail to garmit ro~monr 
unfamiliar with ACEP to establieh r rimilar institution. Lastly, the 
1enu.1 will idrntify any pitfulls to ba rvoidrd in establishing r 
credit union. In undertaking the evaluation, the Contractor rhall 
obtain rufficiant information through its intarviawr with aCEP DO as 
to be able to develop thir manual. The final manual rhall be of 
publirhing quality, i.e. proprrly formatted, letter quality print, 
etc. 
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UNITED 8TATE8 AGENCY FOn INTERNATIONAL DEVELOPMENT 

USAIC)  - UI' 4 0  I>A).<Arl. S[:NCC;AI- 

Wdectr Caclmunity and Enterprieo 
Devalopwnt Project (CEDP, 685-0260) 
Projact Implamontation Letter No. 
0260-09; Tranmfer of Project Aeeeta to 
tha newly motabPiehed crsdit union, 
Allianco do Credit et d8Epargne pour la 
Production (ACEP) 

Dear Mr. Winivterr 

Purruant to tho dimcurrionm between 
USAID and 009 raprarantative3, the 
purpora of thir PIL I8 to formalize our 
agraomant that all Project ammeto will 
k tranmfarrmd to ACEP at tha end of 
tha Projact. 

Annex 1 of tho Grant Agroammnt mtatar 
that at tho ond of tho Project, thera 
will b0 8 'profitabla, private 
financial inrtitution, with a 
hoadpuartorm in Dakar, to continue 
ma1811 rcalo ontmrprimo (SSB) cradit , 

activitior in tha projact 8raa aftar 
tho Projact Amrimtanco Complation Data 
(PACD) of Dacambar 31, 1993." 

To thlr and, tho project ortablimhed an 
inrtitution to providr loan8 to m a l l  
ontorprimom. In May 1993, tho GOS 
approvod tho rtatutem of thir 
inrtitution, tho Alliance dm Credit de 
d'tpargno pour la Production (dite 
ACEP), and 8uthorir.d it to oparate am 
a crodit union in aonogal. 

Dakar, lo 02 d6cembre 1993 

Moneieur Hamadou Lomino Loum 
Miniatre D616gu6 auprae du 
Hiniotre do 1'Economio, deo Binancee 
et du Plan, C h u g 6  clu Budgot 
Centro Peytavin 
DnKAn 

Obdet : Projet de Dbveloppement dee 
Collectivit6e Locales et de 1'Entreprioq 
Priv6e en Xilieu Rural (685-0260). 
Lettro ~ ' ~ x ~ c u t t o n  de Projet No. 
685-0260-9. Tranefert dee Actife du 
Projet b 1'Alliance de Credit et 
dVEpargne pour la Production (ACEP). 

Suite aux diocuaeiono entre lee 
reprimontantm dm 1'USAID et du 
Gouvernement du Shntigal, 1'o)jet de la 
preoente Lettre d'Ex6cution de Projet 
(PIL) a pour objet de formalieer notre 
accord que touo lem actifs du Projet 
moront tranefirdm il 1'ACEP b la fin du 
Projat. 

L'Annexa I i 1'Accord dm Subvention 
indiqua qu'il y aura la fin du Projet 
"una inmtitution financiare priv6e 
rentable ayant son miage i Dakar pour 
continuer 1em activit6m dm credit i la 
petit. entraprima (PE) danm la zone du 
projat a p r b  la Date d'Achavement de 
1'Armimtance au Projet (DAAP) fix6e au 
31 dicembre 1993." 

A cetta fin, la Projet a cr66 une 
inetitution dentin60 i octroyer der . 
cr6dit8 aux petitem ontreprioee. En Mai 
1993, le Couvernement du SQn6gal a 
approuvi lam 8tatutm de cette 
inmtitution, l'illiance da Credit et 
d'Eprrgne pour la Production (ACEP), et 
l'a rutorim6e h fonctionner comme une 
mutuelle de credit au SQn6gal 



In order for ACEY to be a viablo, 
profitablm inotitution, it ie 
imperativm that all of the projoct 
asroto detailed below bc given to it 
before the ond of the project. 
Without thie tranefer, the projoct 
purpore of mnablinp rmall ocalo 
ontmrprirmr to manage and ouotain 
tholr own dmvmlopment will not be 
,achimvod bcaurm thm mechanirm for 
mccompliohlng thim will not ba in 
phca. Thm Partlms (USAID and the 
408) agrem that ACEP will urm theee 
aromtr in accordancm with ACEP'o 
mtatutm.. 

Arretr includo a loan portfolio, fixed 
aoretr, aquipcnent, and bank depoeito 
(roe attached financial etatement), 
a11 of which arm being validated by 
thm audit firm of Ernrt and Young. 

In caro of dLrmolution, the Partieo 
agrmm that tho armmtr will be diepoood 
of in 8ccordancm with Articlm 10 of 
Arrmtm No. 001702 datmd February 23, 
1993 concerning w o n  d a  

itoiree relatives & 
&w 

ent d e ~  
am d ' m a n e  et de 

-which providmrt "-1s 1Q: 

dms M 4 r e t r  da 
ou 

-"; and in accordancm 
with Articla 11 of ACEY'r rtatuter 

Pour quo l'hCEP ooit une Lnotitution 
viable ot rentable, i1 eot indiepanoable 
quo touo loo actifo du projat dbtaill6n 
ci-doooouo lui soiont tranofbrbe avant 
In fin du Projot. Fauto do cola, 
l'objot du Projet qui eat do pormettre 
aux potitco entreprioeo do g6ror ot do 
eoutsnlr leur prnpre d6veloppomont, ne 
eora pae r6alia6 parce que le m6caniema 
pr6vu B cot offet n'aurs pee 6t6 mie en 
place. Lee Parti~o (le Couvernemont du 
Shegal at 1'USAID) conviennont que . 
1'ACEP utilieera lee actife conform6ment 
B eee otatute. 

Lee actifo incluent un portefeuillo do 
pr&te, des immobilioationo, dee 
6quipements et dee d6pBta bancairee qui 
eont tdue en train d'Btre valid6~ par le 
cabinet d'audit Ernet 6 Young. 

En cao de dieeolution, lea Pertiee 
conviennent que len actife seront cede8 
conform6ment h 1'Article 10 de 1'ArrgtB 
No. 001702 du 23 £brier 1993 portant 
Fixation aee Diepositione Traneitoiree 
relative8 B l'Organiaation, aux 
Conditiona d'Agr6ment at de 
Fonctionnament dee Structuree 
Hutualietee d'Epargno et de CrBdit, qui 
etipule : "&ticle 10: Uesolutlon - 

dationr La d6cieion de dieeolution 
de la rtructuro mutualiete revient ii 
l'aasembl6e g4n6rale qui le eoumet au 
Hinietdre charge dee finance0 qui 
1'entQrFne et nomme un liquidateur. La 
dissolution peut Qyelement Qtre 
prononcio d'office par le ninietre 
charge des finance6 qui d6eigne un 
liquidateur, s'il y a violation dee 
dioporitiono legalem, r6glementaireta ou 
rtatutairee, r'il y a meconnaieeance 
gravm dee interate de la caisee ou 
inaptitude deo adminietrateure; et. 
conformimant h 1'Article 11 dee 



4. eet il vereec 

-9- 

Nothing in thim PIL altorm the tormo, 
conditionm or 8copo of the Project 
Agrm#.nt . 
Thim Implamnt8tion Latter im written 
both in Englioh and Trench; the 
Lnglimh vmrmion will control in the 
w o n t  of ambiguity or conflict between 
tho vorrionm. 

Thm USAID Projmct Officvr or myrelf 
will bo ploarad to diocumm any aopectm 
of hiplomonting tho Project or any 
uttmrm prtrining to thim PIL with 
you or your rmprammntativam. 

Stotuto do 1'ACEP qui otipulol Tbt.:ro 11 
.- DLono1ut:ion ot L l . c r u i t l n t F o ~  : La 
dieeolution at la 1iquLdntion do la 
Caiooo ae foront conforrnGmont aux 
diopoaitiono prGvuon pox 1'AtrBtb 
Miniot6riol No. 001702 du 23 f6vrior 
1993 fixant lee dlopooitionm 
tranoltoiroe relatlvoe h l'organieation 
eux conditlone d'agr6ment ot de 
fonctionnoment dem etructuree 
mutuallotea d'Qpargne et de cr6dit. 

En car do liquidation, 10rOquo ACEP aura 
Qpuieti eeo r6eervee deetin6ee B Bpongeq 
see detteo, elle pourra faire appel A 
gee membree dane lea limitee de leur 
reeponeabilit6 telle que fizbe A 
l'article 9 dee prhente etatute. - 
En revanche en cao d'excedent l'ectif 
net eubeietant aprQo l'apurement du 
paeeif et le rembouraement du capital 
effectivement lib6r6, eat a verger eoit 
& d'autree caiemer mutualiotne d86pargne 
et do crhdit, eoit doe oeuvres 
d'intQr4t g6n6raX ou profeeoionnel." 

Aucuno diopooition de la pr6oonto Lettro 
d'Ex6cution ne modifie lee termee, 
conditione ou la portbe de 1'Accord de 
Pro jet. 

La pr6oe1rte lettra art rbdig6m an 
anglair et an franqaim; an cam 
d'unbiguXt6 ou de dbmccord entrr lee 
deux vereione, la version anglaire fara 
f oi. 

La Rmoponmablm USAID du Projot ou 
moi-meme merionm hmurmux de dimcutor 
avoc voue ou vom rmprirontantm de toum 
aepecte de l'ex6cution du Projet ou de 
toute quertion me rapportant la 
pr6sente Lattre d8Ex4cution. 



If you agraa with the propoea1.0 
contained heroin, pleaee return the 
signed original of thin latter to uo 
acknowlodging receipt and indicating 
your acceptance of the lotter. A copy 

- i m  mnclomud for your rocorde 

Si voun &too d'occord our loo 
propooLtLono cl-dououo, nouo vouo priono 
do oignor l'original do la prGoonto 
Lottro d'Exbcutlon ot do lo renvoyor h 
1'USAID pour en accuoor r6captlon ot 
mnrquor votre occoptation doe pr6oonteo 
diopooitiono. Une cf~pis de la prboonto 
Lettro dgExbcution eot ci-jol~~te pour 
voe archiveo. 

Je vouo prie de croire, Honeieur le 
Ninietre, A l'aeeurance de ma 
coneid6ration dietingu60. 

( , ~amadou Lamine Loum 
Miniatre ~616gu6 aupree du 
Hinistre de 1'Economie dee Finance8 et 
du Plan, Charge du Budget 



I IMHOBILISAIIONS COROORELLES I 
I 8 3  736 071 1 ( 35 747 020) 47 1 8 9  051 1 5 1  307 733 1 -------I.--^--------------------.---"-----.--------------------------------------------------------------------------------- 

!depots & cautionnerents I 
I 1 622 643 0 l 1 622 643 1 1 287 137 1 



Edition avec 6cr i tures de airulstion. 

ISITUATISN NETTE I 
I 1 108 039 092 1 1 190 303 171 1 

-----------------------------.-------------------------------------------------- 
1Subvcntion D'equipecent acorti. I 47 55: 710 1 51 067 137 1 
! Autrss Subventions D'equipsrent I 365 000 000 1 15 000 000 1- 
:Subventions d'equipement non aror t l 8 250 299 1 12 311 463 1 
-------------------------------------------------------.------------------------ 

IEtat I 
I 531 440 1 0 I 

:Creditcurs Divers I 
I 1 320 512 1 428 016 I 

lComptes dc Gsgularisation Passif ( 53 649 308 1 6 661 054 1 ----------------------------------------------------------.--------------------- 
!DiTTES A COURT T E R M  I 

I 55 569 260 1 7 009 070 1 
---------------.---------------------------------------------------------------. 

:TOTAL GENERAL I 
I 1 744 209 240 : 1 334 651 641 1 

---.------------------------------------------------.------------*-------------- 



P R I M A T U R B  

Monsieur le Directeur g6nCrall 

Monsieur le Premier Ministre et nous, ses collaborateurs, 
sommes trEs irnpressionnes par le travail remarquable rCalisC par 
1'A.C.E.P. dans les rhgions de Fatick, Kaolack, Dakar, Thiks. - 

,Lcs rtsultats obtenus sont uniques dans les annales de 
l'histoire du Dtveloppement 6conomique du Shegal. 

Les entretiens que j'ai eus avec votre adjoint, Monsieur 
Nelson, entour6 de vos autres collaborateurs, nous ont perrnis de 
mieux comprendre les mkcanismes de fonctionnement de 1'X.C.E.P.. 
et d'en mesurer l'extraordinaire efficacitk. 

C'est pourquoi, Monsieur le Premier Ministre, portant un  
tri?s grand intCr2t A la poursuite du Programme de 1'A.C.E.P. z t  5 son 
extension dans d'autres rkgions du Sknkgal, a pris les mesures 
financitres appropriCes pour appuyer 1' action de 1'A.C .E.P., si vous 
en aviez convenance. 

Je serais heureux, s'il vous plaisait de me recevoir, de 
vous exprimer de vive voix notre profonde gratitude pour tout ce 
que vous faites pour le SCntgal, et -vous redire, apr&s d'autres voix 
plus autorisCes que la mienne, le grand cspoir que nous pla~ons en 

1 2 .  vous pour gagner la bataille du Dtveloppement de notre cher 
Stntgal .  . 

Veuillez agrter,  Monsieur 
l'expression de ma profonde gratitude. 

: . 4  
: .? . ,- 
I .,- 

Monsieur Julius COLES 
Directeur g h h l  de 
l'UeS.AoI*i90 



Tho Primc Mlniutcr and h i s  i:tnf'f .  arc! vory impror:oud 
by the rcmarkablc work pcrl'ormucl t)y ACI~:IJ I n  tho rcgi.ont: 
of Fatick, Kilolack, Dakar and 'I'hies. 

Tho accomplishnentn of thin project arc uniquo  in 
the hiatory of cconomic dcvclopmcnt in Scncgal.. 

The discuucions thdt I have conc-luctcd w i t h  your 
deputy, Mr. Nelson, and his staff, have madc it poeniblc 
for ua to battor understand ACEPgs mothodo of operation 
and thua to appreciate its extraordinary cfficicncy. 

As a conseqc~ence, the Prime Ministe'., wishing to EiOO 
ACEP'a program continued and extended to other regions of 
Senegal, has taken the necessary financial maasurcn to 
provide ACEP with added support, should-it meat you,r 
approva 1. 

1 would be hapi~y, if you would receive me, to 
express to you,, in person, our profound gratitude for 
everything that you a r e  doing for Senegal, and to express 
to you again the grcat hope we place in you to gain the 
battle of developmei~t of our dear Senegal. 



The purposc ol'tl~is rtctivity is to contl~i~ct n f i n d  cvnluutiott of I ltc (:ornmunity r ~ n d  1:nterprisc 
Dcvu:lopmcrrt project's small scnlc cntcrpriscs componcat ( cililed ACIJI' ), to tlctcrrninc whcthcr 
or not it atlaisled its objcctives rtntl ex~mtctl outputs 7'hc methotlology used incli~tlctl i ~ )  

Rcadilng project documentntion, previous cvnluntion reports, audits, A<:IiP's unnud rcports, 
operations manual, statutes, and other pertinent documcnts 1)) Dricfings by thc i%o.jcct 
Devcloprnent Office, and other techrricol offices of USAID involved in the implementation of'tt~c 
projecl, c) Intervicws with New TrnnaCkntury 1;oundation and ACEP staff members, 
Govmment Of Senegal (GOS) officinls, and prqjcct bcncliciuries d) Field visits to project 
branches a d  discussiotls with personnel and borrowers at their place of busincsv in Ihkar iind 
project sites. The major findings arid conclusions are. 

The project has attained 1111 its objxtives and exceeded all its cxpectcd outputs. Results arc: 

Institution~lizatisn of this project through the creation of a Credit Union was legally 
attained on May 9, 1993. On December 2, 1993 , all project assets were transferred to 
the Credit Union. 

b Profitability of this project was clearly demonstrated as it posted net profits of CFA 
19.970 million in 1991, CFA 63.625 million in 1992, and CFA 56.368 million as of Aug. 
3 1, 1993. Appropriate procedures, manuals, and credit management systems are in place 
and have been replicated in other regions of Senegal. 

w As of August 31, 1993, a total of 3793 Enterprises have received credit fiom the praject. 

As of August 31, 1903, a total of 2477 new jobs were created. This is based only on 2209 
evaluated loans out sf 54 12 loans made. 

w An appropriate model for institutionalizing and re~licating urban based SSE lending 
activities has b m  created. 

Conclusions and leasons leamed for hture projects: 

w Future Project Agreements should clearly define the fate of project assets at the end of 
the project. An immuruty clause should also be included to protect assets fiom lawsuites. 

Avoid starting the project without clear definition of project objectives and the type of 
institution to replace the project at its maturity. 

Do not use instruments that are legally binding unless drafted by lawyers. 



Purpou of evoluation and methodology used . 

The purpose of this activity is to conduct a final evaluation of tha Community and Enterprise 
Dcveloplnent project's small scale entcrpriscs component ( called ACEP ), to determine whcthcr 
or not it attained its objectives ;.ad expected outputs. The methodology uwd iiduded: a) 
Reading project documentation, previous evaluation reports, audits, ACEP's annual reports, 
operations mrluul ,  statutes, and other pertinent documents, b) Briefit~gs by the Project 
Developmer~t Oflice, and other technical offices of USAID involved in the implementation ofthe 
project. c) Interviews with New Transcentury Foundation and ACEP staff members, 
Government Of Senegal (GOS) oficials, and project beneficiaries, d) Field visits to project 
branches and discussions with personnel and borrowers at their place of business in Dakar and 
project sites. 

Plirporc of activity cvrluated 

To provide a line of credit to Small Scale Entclgrises (SSE) in selected regions of Senegal to 
enable them to inanage and sustain their own development. The objectives to be attained at the 
end of the project are: 

1. Institutionalization of a Profitable, private financial institution with headquarters in Dakar. 

2. ProGt potential in lending to SSE in the project regions clearly demonstrated and appropriate 
procedures, manuals, and credit systems ~stablished for continued replication in other, mainly 
urban, areas of Senegal. 

Expected output: A total of 1750 SSEs would have received credit fiom the project. 
Result: As of August 3 1, 1993, a total of 3793 Enterprises have received credit 

fiom the project 

Expected output: The creation of 8OO new jobs. 
Result: As of Aum~st 3 1, 1993, a total of 2477 new jobs were created. This is 

based on 2209 evaluated loans As such this represents 1.12 neb,jobs 
created per loan. Projecting such a factor on total loans made by ACEP, it 
is conceivable that on the 5412 loans made to date a potential number of 
6061 new jobs could have been created. 



b J3q~ctcd o~~tput:  ']To cnaie an approprii~tc rnodcl l'or institutionaiizing and replicating 
urban buscd SSE lending activitics. 
R.cdt: This has been adiicved. 1 fowevcr, thc WAMU countries do not yct hnvc n legal 

fi~anicwork for credit unions. Scncgal cnactcrl interim Icgislution to allow such 
htitutions to exist until permanent legislation is cnactcd. It  is cxpectccl that this 
lagislation wil? be approved by the Wcst African Central Dank in 1994. 

The c.?d of project status of the SSE component requires the institutionalization of a profitable, 
private financial institutional, with headq~larters in Dakar, to continue SSE credit activities in the 
project area after its completion date. 

On May 9, 1993 , the institutionalization of this project was officially and legally completed 
through the creation of the Credit Union. However, the new institution was not able to be a 
finctioning viable institution until full title to the assets of ACEP Project was transferred to this 
new institution. As of the end of November, discussions were still underway between USAID 
and the GOS to resolve this matter and permit the project to achieve its targeted c.iitput. 

We are happy to report that, on December 2, 1993 a Project Implementation letter was agreed 
upm and signed by both USAID and the Ministry of Finance, transferring all project assets to 
the ACEP Credit Union. Thus, the project institutionalization has been completed. 

USAID'S Role 

The following are USAID's major contributions to the success of this project: 

b USAID permitted the project to operate in total autonomy as an independent private 
institution, :I.:ppce; ting its management decisions and avoiding micro-management of the 
pr6ect. 

b U S . 0  represented the Project and took charge of all Host Country related Project 
matters with the GOS, allowing the Project to avoid bureaucratic procedures and 
interventions. 

b USAID was very instrumental in convincing the Ministry of Fifiance to establish an 
interim legislation defining the modality under which credit unions could finction in 
Senegal. 'L~S it made it possible to establish the Credit Union as the new institution to 
replace and take over ACEP's project activities, 

Other factors contributing to the success of the SSE component of this project are as follows: 

b The selection of a well qualified and experienced expatriate Project Director. 
Targeted group to receive credit was selected fiom sm a!! scale and micro enterprises 
which were not able to secure loans fiom traditional institutions. Thus reducing the 
potential of system rbuse. 



b I3efincd loun size that permits lending on character and ~ ~ l l a t c ~ i d  rather than 
complicated feanibility studies. 

b ACEP's follow-up with its clients through frequent visits by its 13r;inch Managcrs 
itlsures the proper use of loan fur~ds and timely repayment. 

e ACEP shows no favoritism and does not yield to political prcssurc from well-conncctcd 
potential borrowers. It strictly adheres to its procedures and operational regulations. 

w Very low administrative overhead and modest "no frills" branch ofices keeps operating 
costs to a minimum . 
ACEP's profit sharing policy for its employees, and in particular Branch Managers, 
induces them to increase their loan portfolio und insure timcly repayment of loans as they 
are judged by their performance and results. 

Rmamrrmendations and Lesrons Lcarned 

For fidure projects, USAID should keep the following points in mind: 

Future similar project gant agreements should clearly define the fate of project assets at 
the end of the project period and reflect detailed procedures concerning the final 
disposition of such assets. 

USAID should Expedite approval of major policy decisioris and execute necessary 
documentation to insure timely implementation of project activity. 

USAID should more effectively rely on the advice and expertise of its contractor 
regarding issues affecting the project a$ its institutionalization. 

At the outset of a similar project where financial statement monitoring of profitability is 
important, USAID should insure that the project establish an accounting system that 
complies with the laws and procedures of the Host Country. This would insure that 
USAID will be able to secure a certified financial statement at the end of each year. Both 
USAID and the Contractor have to make ~djdstments to understand and interpret Host 
Country accounting system to accommoci~te USAID requirements. 

Avoid starting the project without clear definition of project objectives, and type of 
institution to replace the project at its rnatwity. A legal fiamework must be in pjace 
governin8 the activities of such an institution at the outset of the project. 

Avoid over computerization ofthe system. This could be detrimental to the reliability of 
data particularly fiom the field. A computerized system must be an outgrowth of the 
manual system. 

Do not use instruments that are legally binding unless drafted by lawyers. Loan contracts 
must clearly specifjr method of repayment, applicability of penalties, and procedure for 
foreclosure. In order to avoid leaving the project open to lawsuites, the Project 
Agreement must contain an immunity clause protecting the project's assets fiom any law 
suites, particularly as they relate to labor practices in terminating employment. .. 


