
PT - 0 -k-
May 6, 1988
 

To: Distribution
 

From: ANE/PD, Patricia S. Matheson
 

Subject: 	 Jordan: Loan Guarantee Project for Small Enterprise
 
Development (278-0255) /
 

USAID/Jordan has requested reaffirmation of the ANPAC's
 
approval of the PID because of an increase in planned LOP from
 
$5 to $10 million. The current PID approach is described in
 
Amman 5029, attached. Also attached are the PID approval cable
 
of last year and interim cables on design considerations.
 

You are invited to a Project Committee meeting to review this
 
request on May 11, 11:00 a.m. to 12:30 p.m. in room 3320 N.S.
 
Please come.
 

attachments: 	 Amman 5029
 
State 144329
 
Amman 6953
 
Amman 4820
 

Distribution: ANE/PD: RFVenezia/BJOdell/DHagen/FYoung
 
ANE/MENA: PGary/BHawley
 

ANE/TR: BTurner/RCobb (2)
 
ANE/DP: PBenedict/ASilver (2)
 

GC: HMorris/MKitay

PRE: R Anderson (2)
 

PPC/PB: FKenefick
 
PPC/PDPR: RSheppard (4)
 

drafted: 	 ANE/PD: PSMatheson 3091n 5/6/88
 

/
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ACTION AID- O ANDEXPECT THEM TO EXPAND THEIt LENOIIIG TO MICRO AND 
.................................................................. SMALL FIRMS. THE CENTRAL BANK GR THE INDUSTRIAL
 

ACTION OFFICE AHPO-OS DEVELOPMENT BANK WILL MOST LIKELY ADM NISTER THE LOAN
 

INFO FPA-02 GCAN-02 AMAD-01 AAPF-01 PPPB-02 GC-01 FM-02 GUARANTEE FUND. BUT COMMERCIAL BANKS WILL DESIGN AND
 

VID-01 GCCM-92 PPR-01 SOB-92 ES-61 ANME-03 RELO-01 IMPLEMENT THEIR OWN SMALL ENTERPRISE LOAN PROGRAMS.
 

PRE-05 /033 AD USING PROJECT CRITERIA, A GOJ BANK COHMITTEE (ITS
 

---------..--------------------....--------- .----------------... MEMBERSHIP TO BE DETERMINED) WILL APPROVE A LOAN
 

INFO LOG-DO El-B9 NEA-84 /904 W GUARANTEE *LINE or CREDIT" TO THE APPLICANT BANK. THE
 

-.------------115080 260354Z /23 BANK WILL BE EXPECTED TO CARRY A SUBS'ANTIAL PORTION OF
 

R 268813Z APR 88 THZ LOAN RISK WITH THE BALANCE COVERED BY THE AID
 

FM AMEMBASSY AMMAN SUPPORTED GOJ GUARANTEE. LOANS TO INDIVIDUAL FIRMS WILL
 

TO SECSTATE WASHDC PRIORITY 8751 NEED ONLY THE APPROVAL OF THE PARTICIPATING BANK IN LINE
 

WITH THE PROCEDURE THAT THEY SET OUT -N THEIR 

UNCLAS AMMAN 05029 ,R PLICATION TO THE GOJ COMMITTEE. 

f\ _S . S .oP HAVE DROPPED THE IDEA OFA SMALL BUSINESS FOUNDATION 

AIDAC OR NGO TO SUPPORT THE PROGRAM. NO DIRECT LOANS WILL BE 
MADE BY AID. WE ALSO EXPECT TO GIVE MUCH LESS DIRECT 

FOR ANE/PO ASSISTANCE TO SMALL ENTREPRENEURS THA,, WAS ENVISAGED IN 
THE PIO. THE TA AND TRAINING WILL BE PROVICED TO 

E.O. 12356:N/A INDIVIDUAL FINANCIAL INSTITUTIONS TO MPROVE THEIR
 

SUBJECT: LOAN GUARANTEE PROJECT FOR SMALL ENTERPRISE CREDIT RISK EVALUATION AND LOAN APPROVAL AND MONITCRING
 

DEVELOPMENT - 278-0255 CAPACITY. ASSISTANCE TO INDIVIDUAL F RMS W!LL COME
 

PRIMARILY THROUGH THE COMMERCIAL BANKS AS LOAN
 

REF: A) STATE 144329 (1937) BI AMMAN 8953 (1987) SUPERVISION.
 

C) AMMAN 4820
 

4. FUNDING: BECAUSE OF THE NEED TO HAVE A LOAN 
1. SUMMARY: USAID/JOROAN HAS MADE SUBSTANTIAL PROGRESS GUARANTEE PROGRAM LARGE ENOJGH TO ATTRACT A HUMBER OF
 

WITH THE GOJ IN THE DEVELOPMENT OF THE SUBJECT PROJECT. COMMERCIAL BANKS, WE PLAN TO INCREASE THE GUARANTEE FUND
 

OUR PLANS ARE TO COMPLETE THE PROJECT PAPER IN JUNE WITH SUBSTANTIALLY.
 

GRANT OBLIGATION IN JULY. THE PP WILL BE SIMPLIFIED BY
 

DROPPING OME COMPONENTS PRESENTEO IN THE PID BUT WITH A REVISED ESTIMATED PROJECT BUDGET IS AS FOLLOWS:
 

FROM TO8.5 
MILLION. NO NEW COMPONENTS WILL BE ADDED. REQUIRED - PO - - REVISED BUDGET ORIGINAL BUDGET 

FINANCING IS NOW IN THE RANGE OFDOLS10 MILLION. - ............... ............... ................ 

ALTHOUGH APPROACH IS ESSENTIALLY UNCHANGED - S 1,150,000 S 1,775,080 

THEEXPANSION OF THE LOANGUARANTEE DOLS2.5 

THE PROJECT TA & TRAINING 

SINCE OxIGINAL AIPAC, MISSION SEEKS REVALIDATION OF THE 

PIO AT THE DOLS 10.0 MILLION LEVEL WITH FIELD APPROVAL 
OF THE PROJECT PAPER. BACKGROUND INFORMATION AND PLANS RESEARCH 300,00 299,g0 

FOR PROJECT DESIGN ARE PRESENTED IN THE FOLLOWING LOAN GUARANTEE 8,590,00 2,500,900 
PARAGRAPHS. A REQUEST FOR AID/W HELP IN IDENTIFYING AND DIRECT LOAN FUNDS - 0 - - 3009,00 

POSSIBLY CONTRACTING THE NEEDED DESIGN ASSISTANCE WAS EVALUATIONS 59,000 - 225,00 

SENT IN REF C. " . ..............................
 

TOTALS $10,000,00 s 5,090,000
 

2. BACKGROUND: ONMAY 4, 1987 ANPAC WAS HELD ON 

SUBJECT PROJECT WHICH WAS THEN TITLED THE SMALL 5. PRE IMPORT SUPPORT FACILITY (UP TO DOLS 5.0 
ENTERPRISE DEVELOPMENT PROJECT. PER REF A SUBJECT PID WITH DEVELOP LOANMILLIONI: WEARE WORKING PRETO 
WAS APPROVED AT DOLS 5.0 MILLION FOR A PERIOD OF AT GUARANTEE FACILITIES TO TWO OR MORE F NANCIAL
 

LEAST FIVE YEARS AND MISSION WAS. AUTHORIZED TO DEVELOP INSTITUTIONS TO FINANCE PRODUCTIVE IMPORTS BY SMALL AND
 

PP FOR FIELD APPROVAL UNDER EXISTING DELEGATION. ON MEDIUM SIZED BUSINESSES. AS A COMPLEMENT TO THE
 
JULY 27, REF B ADVISED AID/W ON MISSION'S DECISION TO BILATERAL PROJECT, THE PRE FINANCED PROGRAM WILL PROVIDE
 

POSTPONE OBLIGATION OF THE PROJECT UNTL FY 1988 DUE TO DOLLAR FINANCING TO LARGER SIZED FIRMS IN THE SMALL AND
 
AN INABILITY TO COME TO TERMS WITH THE GOJ ON SOME MEDIUM RANGE WITH IMPORT REQUIREMENTS.
 

ASPECTS OF THE PROJECT. AFTER ADDITIONAL DISCUSSIONS
 

AND THE SUBMISSION OF A RECAST CONCEPT PAPER (CHANGES 6. ANPAC REVIEW: TO HELP AID/W UNDERSTAND WHERE THE
 

DISCUSSED BELOW) TO THE GOJ, MISSION IS NOW CONFIDENT MISSION IS IN THE DESIGN OF THE PROJECT, WE ARE GIVING
 

THAT A MUTUALLY ACCEPTABLE PROJECT CAN BE DESIGNED WHICH THE PRESENT STATUS OF THE ISSUES RAISED IN THE ANPAC
 
WILL NOT BE ASSOCIATED WITH THE GOJ'S REGIONAL REVIEW AND REPORTED IN REF A. WE NOTE THAT THESE ARE
 

DEVELOPMENT FUND. ACCORDINGLY, MISSION PLANS TO PROJECT PAPER ISSUES; SOME WILL BE RESOLVED ONLY WITH
 
COMPLETE THE PP AND TO OBLIGATE THE LOAN GUARANTEE THE COMPLETION OF THE PP.
 

PROJECT FOR AN AMOUNT UP TO DOLS 10.0 MILLION IN JULY.
 

A. POLICY CHANGES: IN LINE WITH ANPAC GUIDANCE WEWILL 
3. PROJECT DESIGN AND THE PID: THE CONCEPT OF THE INVESTIGATE MACRO-LEVEL POLICIES NEEDED TO "LEVEL THE 
PROJECT REMAIN UNCHANGED AND ALL COMPONENTS IN THE PLAYING FIELD"AS WELL AS INDUSTRY SPECIFIC AND MICRO 

PROJECT WEREPART OF THE PID. THE GUARANTEE FUND FOR CHANGES. MONEY FUR RESEARCH AND POLICY STUDIES WILL 
SMALL L,.NDING WILL CONTINUE TO BE AVAILABLE WITHIN THE PROJECT.ENTERPRISE BE EXPANDED FROM DOLS 2.5 

TO 8.5 MILLION. THE PROJECT GOAL, PURPOSE AND END OF 
PROJECT STATUS ARE UNCHANGED. THERE WILL HOWEVER BE B. PUBLIC VS. PRIVATE BANK SUPPORT: -HIS ISSUE HAS BEEN 
SOMEADJUSTMENTS IN THE OUTPUTS. ON THE INSTITUTIONAL RESOLVED. ALL FUNDS WILL BE GOING TO COMMERCIAL BANKS 
SIDE, WEWILL BE DEPENDING ON COMMERCIAL BANK CHANNELS FOR PRIVATE SECTOR SMALL ENTERPRISE LENDING. 

JVCLASS IFlED
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C. ROLE OF SMALL BUSINESS FOUNDATION: WE HAVE
 

ELIMINATED THIS COMPONENT OF THE PROJECT.
 

D. GOJ CONTRIBUTION: SINCE LOCAL BANKS WILL USE THEIR
 

OWN FUNDS LEVERAGED AT LEAST TWO TO ONE BY THE LOAN
 

FACILITY, THE LOCAL CONTRIBUTION WILL BE AT LEAST DOUBLE
 

AID'S. THE INITIAL LEVERAGE LEVEL IS EXPECTED TO BE 2:1
 

BUT SHOULD GO UP FROM THERE ONCE MORE EXPERIENCE IS
 
GAINED. THE ISSUES RAISED IN ANPAC INRELATION TO THE
 

REGIONAL DEVELOPMENT FUND ARE NO LONGER RELEVANT.
 

E. DIFFERENTIAL LOAN GUARANTY RATES FOR WOMEN: THE
 

POINTS RAISED UNDER THIS ISSUE WILL BE ADDRESSED IN THE
 

DESIGN WITH THE HELP OF A LOCAL SOCIOLOGIST.
 

F. ESTABLISHMENT OF THE CREDIT GUARANTEE PROGRAM: THE
 

PROJECT OBJECTIVE IS TO ESTABLISH A LOAN GUARANTEE
 

PROGRAM THAT IS SELF-SUSTAINING AND WILL CONTINUE AND
 

EXPAND ;ZTER THE AID PROJECT IS COMPLETE. TO ACHIEVE
 

THIS EV? THE PROGRAM NEEDS TO BE ESTABLISHED AND
 

OPERA]L2 BY A LOCAL ENTITY WITH AID PLAYING ONLY A
 
SUPPORTING ROLE THROUGH THE PROJECT. THUS, FOR THE
 

GUARANTEE FUND WE SEE AID FUNDS BEING USED TO REIMBURSE
 

THE LOCAL ENTITY FOR THE PURCHASE OF GOVERNMENT
 

SECURITIES AND BILLS HELD TO BACK THE GUARANTEE. THE
 
DRAWOOWN OF THE GRANT WILL BE OVER THE LIFE OF THE
 

PROJECT TO COVER THE AGREED UPON PERCENTAGE O THE LOANS
 

MADE BY THE PARTICIPATING BANKS. GIVEN THE COMMERCIAL
 
BANKS PRESENTLY PERCEIVED HIGH RISK OF THE SMALL
 

ENTERPRISE LENDING AND THEIR BAD EXPERIENCE WITH LOCAL
 
GUARANTEES THAT ARE NOT BACKED BY A SECURITY FUND, THE
 

GUARANTEE FUND 13 ESSENTIAL.
 

WE EXPECT THAT OVER TIME THE EXPERIENCE GAINED WILL
 

ENABLE US TO REFINE THE RISK REQUIREMENTS AND LOWER THE
 

ACTUAL AMOUNT NEEDED TO COVER LOSSES FROM BAD LOANS.
 
ALSO WE PLAN TO SEEK INCREASED LOCAL CONTRIBUTIONS TO
 
THE FUND ONCE ITS VALUE IS CLEARLY UNDERSTOOD.
 

(RAFTED: PD/PE:JDEMPSEY; APPROVED: DIR:LPREADE)
 

SUDDARTH
 

ACTIONW 

DUE DA2
 

RETURN TO PCS WITH IO,11,iON C.:C 

ACTIONFN_ - ------

DATE----------------
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AMMAN
PRIORITY 


AIDAC
 

E.O. 12356: N/A FY.
 

RB
 
TAGS: *1
v/A 


SMALL ENTERPRISE DEVELOPMENT PROJECT
SUBJECT: ANPAC: 

{278-0255}
 

1. ANPAC ON SUBJECT PROJECT WAS HELD MAY 4 WITH ANE/PD
 

DIRECTOR PETER BLOOM CHAIRING. DEPUTY DIRECTOR JOHNSON
 
THE MISSION. SUBJECT. PID WAS"
 

ATTENDED ON BEHALF OF 

AT LEAST FIVE YEARS DURATION
APPROVED FOR AN ACTIVITY OF 


-{SEE PARA 2C BELOW}, AND MISSION MAY PROCEED TO DEVELOP 

FOR FIELD APPROVAL UNDER EXISTING DELEGATION.
PP 


DURING ANPAC REVIEW SEVERAL ISSUES WERE DISCUSSED AS
2. 

FOLLOWS:
 

A} POLICY CHANGE; ANPAC NOTED THAT THE PID DOES NOT 

DIRECTLY ADDRESS POLICY CHA.NGES IN QUOTE MACRO UNQUOTE 
AREAS SUCH AS TAXATION AND INTEREST RATE REFORM AS BEING
 

PROJECT'S HYPOTHESIS IS
ESSENTIAL TO PROJECT SUCCESS. 

THAT LACK OF INSTITUTIONAL CREDIT CHANNEL IS PRIMARY
 

CONSTRAINT TO INCREASED PRODUCTION OF GOODS AND SERVICES
 

BY LOCAL SMALL-SCALE ENTREPRENEURS. THE MISSION
 

REPRESENTATIVE DISCUSSED THE VIEW THAT BANKERS'
 

UNCLASSIFIED
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AID/AA/ANE:JCBLOCH
 

I AID/ANE/MENA:BHAWLEY {DRAFT}AID/ANE/PD:PBLOOM {DRAFT} 

I AID/ANE/PD/PE:DCAHN {DRAFT}AID/GC/ANE:LVOLK {DRAFT} 

I AID/DAA/ANE:RBELLAID/ANE/DP:PGOLDING {INFO} 


PRIORITY AMMAI,
 

AIDAC
 

FY
E.O. 12356: N/A 


-N/A
TAGS: 


SMALL ENTERPRISE DEVELOPMENT PROJECT
SUBJECT: ANPAC: 

{278-0255}
 

1- ANPAC ON SUBJECT PROJECT WAS HELD MAY 4 WITH ANE/PD
 

DIRECTOR PETER BLOOM CHAIRING. DEPUTY DIRECTOR JOHNSON
 
BEHALF OF THE MISSION. SUBJECT. PID WAS .
 

ATTENDED ON 

APPROVED FOR AN ACTIVITY OF AT LEAST FIVE YEARS DURATION
 

-{SEE PARA 2C BELOW}, AND MISSION MAY PROCEED TO DEVELOP
 

FOR FIELD APPROVAL UNDER EXISTING DELEGATION.
PP 


DURING ANPAC REVIEW SEVERAL ISSUES WERE DISCUSSED AS
2. 

FOLLOWS:
 

A} POLICY CHANGE; ANPAC NOTED THAT THE PID DOES NOT
 

DIRECTLY ADDRESS POLICY CHAJGES IN QUOTE MACRO UNQUOTE
 

AREAS SUCH AS TAXATION AND INTEREST RATE REFORM AS BEING
 

PROJECT'S HYPOTHESIS IS
ESSENTIAL TO PROJECT SUCCESS. 

THAT LACK OF INSTITUTIONAL CREDIT CHANNEL IS PRIMARY
 

CONSTRAINT TO INCREASED PRODUCTION OF GOODS AND SERVICES
 

BY LOCAL SMALL-SCALE ENTREPRENEURS. THE MISSION
 

REPRESENTATIVE DISCUSSED THE VIEW THAT BANKERS'
 

UNCLASSIFIED
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SOME OF THE SURPLUS LIQUIDITY
ATTITUDES TOWARD LENDING 

IN THE SYSTEM TO THE SMALL ENTERPRISE-SECTOR WILL BE
 

PROJECT SUCCESS; HOWEVER, IMPROVEMENT IN
CRITICAL TO 

MACRO-LEVEL AND INDUSTRY-SPECIFIC POLICIESWILL HEICHTEN
 

THE LEVEL OF SUCCESS WHICH MAY BE ACHIEVED. ANPAC
 

RECOMMENDED THAT PP ADDRESS WHAT MACRO AND
 

SECTOR/INDUSTRY SPECIFIC POLICY CHANGES ARE NECESSARY TO
 

INCREASE THE LIKELIHOOD OF LONG-TE.RM
 
LENDING FACILITY
INSTITUTIONALIZATION OF A GUARANI EED 


FOR SMALL-SCALE ENTREPRENEURS, AND THE APPROPRIATE
 

POLICY ENVIRONMENT NECESSARY TO PERMIT SMALL PRODUCERS
 

TO UTILIZE BETTER CREDIT ACCESS TO INCREASE"PRODUCTION.
 

THE PP MAY IDENTIFY POLICY AREAS WHERE THE MISSION CAN
 

ITS OWN OR THROUGH THE PROPOSED
DIRECT FUNDING EITHER ON 


SMALL BUSINESS FOUNDATION.
 

B) PUBLIC VS. PRIVATE BANK SUPPORT: ANPAC AGREED WITH
 

DEPUTY DIRECTOR JOHNSON THAT IT MAKES MORE SENSE FOR
 

GUARANTY FACILITY TO LEVERAGE LIQUIDITY IN PRIVATE BANKS
 
THAN TO LEVERAGE
{E.G., PETRA BANK, JORDAN BANK, ETC.) 

GOJ REGIONAL DEVELOPMENT FUND DEPOSITS IN THE CVDB. 
LIMITING USEANPAC BELIEVES THE MISSION SHOULD INSIST ON 

OF GUARANTY FUND TO PRIVATE BANK LENDING UNLESS THERE IS 

CO.MPELLING JUSTIFICATION TO USE THE GUARANTY FUND F.OR 
CVDB).
PUBLIC.FINANCIAL INSTITUTIONS {E..G., 

C} ROLE OF SMALL BUSINESS FOUNDATION {SBF); LENGTH OF 

ANPAC EXPRESSED SERIOUS RESERVATIONS ABOUT THEPROJECT: 

CREATING A SMALL BUSINESS FOUNDATION WHICH
VIABILITY OF 


COULD FUNCTION AS THE PROJECT'S COORDINATING ENTITY.
 

ANPAC WAS NOT CERTAIN SBF WOULD BE ABLE TO MAINTAIN A
 

STRONG DEGREE OF AUTONOMY IN THE EYES OF ITS
 

CONSTITUENCY {SMALL ENTREPRENEURS), HAVE THE DEGREE OF
 
GUARANTY
IMPLICIT AUTHORITY REGARDING THE USE OF THE 


VIEWED AS THE PROJECT'S IMPLEMENTING
MECHANISM, AND BE 

IT IS ALSO NOT
.ARM ON BEHALF OF AID AND/OR THE GOJ. 


CLEAR HOW THE ORGANIZATION WILL BE CREATED AND BECOME
 
DO'WHAT IS EXPECTED OF IT
OPERATIONAL QUICKLY ENOUGH TO 


GIVEN THE PROJECT'S THREE-YEAR IMPLEMENTATION
 
ANPAC FELT THAT IT WILL LIKELY BE IMPOSSIBLE
TIMEFRAME. 


TO QUOTE WHOLESALE UNQUOTE PROJECT MANAGEMENT RELATING
 

TO TA, TRAINING, RESEARCH AND MONITORING OF GUARANTY
 
IN
FUND TO AN ORGANIZATION THAT DOES NOT YET EXIST. 


FACT, IT MAY BE A SUFFICIENT ACCOMPLISHMENT FOR THE
 

PROJECT TO PROPOSE FOR THE SBF AN ADVOCACY ROLE FOR THE
 

SMALL ENTREPRENEUR AND LIMIT ITS FUNCTION TO THAT. IN
 

ANY EVENT, ROLE FOR SBF MUST BE CAREFULLY DEFINED.
 

ANPAC FELT STRONGLY THAT PID REFLECTED A PROJECT WHICH
 

WOULD NOT LIKELY SHOW SIGNIFICANT RESULTS IN TERMS OF
 

UNCLASSIFIED
 

http:LONG-TE.RM
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GOODS AND SERVICES FROM A CREDIT
 INCREASED PRODUCTION OF 


MECHANISM IN A THREE-YEAR PERIOD, 
AND
 

GUARANTY 

RECOMMENDED DESIGNING A PROJECT 

WITH A LIFE OF AT-LEAS-T
 

FIVE YEARS.
 

PID DOES NOT DISCUSS GOJ
 
DI GOJ CONTRIBUTION: 


ALTHOUGH IT IS ACKNOWLEDGED
 
CONTRIBUTION TO PROJECT, 


THAT THE REGIONAL DEVELOPMENT FUND 
WILL BE A SUBSTANTIAL
 

RESOURCE DEVOTED TO PROJECT OBJECTIVES. 
ANPAC FELT PP
 

THE
 
SHOULD MORE FULLY ADDRESS THE 

RELATIONSHIP OF 


PROJECT TO THE GOJ REGIONAL DEVELOPMENT 
FUND AND DISCUSS
 

THE GOVERNMENT IN 

THE OVERALL ANTICIPATED ROLE OF 

THE
 

IT RELATES TO THE CREDIT OPERATIONS.
 PROJECT AS 


ANPAC
 
ET DIFFERENTIAL LOAN GUARANTY RATES FOR WOMEN: 


SHOULD
 
RECOMENDED THAT SOCIAL SOUNDNESS 

ANALAYSIS IN PP 


DIFFERENTIAL LOAN GUARANTY
 JUSTIFY WHY THERE SHOULD BE 

TO MONITOR
 

RATES FOR MEN AND WOMEN, AND ESTABLISH A WAY 


BANKS IN MAKING LOANS TO MALE AND FEMALE
 PERFORMANCE OF 

THE GUARANTY RATES SHOULD
DETERMINE IF
ENTREPRENEURS TO 


BE ALTERED.
 

OF CREDIT GUARANTY FUND:.. / ;ANPAC WAS 
Fl. ESTABLISHMENT 

THE BEST WAY TO ESTABLISH THE PROPOSE F-
UNDECIDED ON 

GUARANTY.FUND/MECHANISM. SPECIFICALLY, SHOULD AID FULLI
 

CAPITALIZE A GUARANTY FUND INITIALLY 
WITH A DOLS 2-5
 

MILLION DISBURSEMENT, OR HOLD DOLLARS 
FOR REIMBURSING
 

IN THE LATTER
THEY ARE INCURRED?
THE FUND FOR LOSSES AS 

BE HOW LITTLE AID FUNDS
 CASE, A MEASURE OF SUCCESS WILL 


THE OTHER HAND, DOES AID HAVE SUCH
 ARE USED. ON 

GUARANTY FUND {E.G.,
DEFINABLE INTERESTS IN THE 


ESTABLISHING AN INTERMEDIATE CREDIT MECHANISMI TO
 

IF AID WERE TO HOLD
 
ADVANCE ITS CAPITAL REQUIREMENTS? 


GUARANTY FUNDS ARE NEEDED,
 BACK ITS DISBURSEMENT UNTIL 

FOR DINARS IT MAY LEND TO
 WILL WE BE REIMBURSING THE GOJ 


THE GUARANTY FUND, OR WILL REIMBURSEMENT BE DIRECT TO
 

QUESTIONS IS
 BANKS? FUNDAMENTAL TO THIS SET OF 

ENTITY/WINDOW WE ADVOCATE
 

UNDERSTANDING WHAT TYPE OF 


ESTABLISHING, WHAT THE GOJ'S ROLE WILL BE IN FINANCING
 

AND WHETHER THE GUARANTY SCHEME IS A
 AND MANAGING IT, 

DISTINCT MECHANISM OR SIMPLY A LENDING 

WINDOW THAT EACH
 

IN EITHER CASE, WHAT WILL
 
BANK WILL USE AS APPROPRIATE. 


BE AID'S ROLE IN MONITORING- THE USE OF THE GUARANTY
 

ANPAC CONCLUDED THAT BUREAU COULD
 SCHEME'S RESOURCES? 

OFFER LITTLE MORE THAN SUGGESTIONS REGARDING 

DESIGN, AND
 
VARIOUS


OFFERED TO CONSULT WITH S AND T AND PRE ON 


OPTIONS FOR DESIGNING A GUARANTY MECHANISM. WILL ADVISE
 

DEPUTY DIRECTOR
 
OUTCOME OF THAT DISCUSSION SEPTEL. 


JOHNSON HAS ALSO HANDCARRIED COPY OF THAILAND 
RURAL
 

UNCLASSIFIED
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INDUSTRIES AND 	EMPLOYMENT PROJECT.
 

F} CONCERNS: 	 THE ANPAC IDENTIFIED THE FOLLOWING 
THE MISSION SHOULD CONSIDERIN-DESTNIGCONCERNS WHICH 


THE PP:
 

1) THE MISSION MAY WANT TO CONSIDER FEASIBILITY OF
 

PROVIDING CREDIT GUARANTIES TO LARGER WHOLESALE
 

PURCHASERS OF SMALL ENTERPRISE PRODUCTS IN ADDITION TO
 

SUPPLIER CREDIT.
 

2} THE MISSION SHOULD CONSIDER DISAGGREGATING ITS DATA 

COLLECTION UNDER THE PROJECT'S MONITORING AND EVALUATION 

SYSTEM BY SEX. 

31 THE PP SHOULD MAKE CLEAR WHAT THE LONG-TERM
 
REQUIREMENTS ARE FOR THE PROJECT AND WITH WHOM THE
 

RESIDENT TA PERSONNEL WILL INTERACT.
 

41 OPPORTUNITIES FOR GRAY AMENDMENT CONTRACTING MUST BE
 

IDENTIFIED IN THE PP. YY
 

UNCLASSIFIED
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ACTION OFIICE S71RO-01
 

INIO AI'PI-D5 GC-O1 AIITR-OO STFN-D1. SAST-DI ANIIE-D3 I:ELO-01 


/020 A4 G129 


INFO LOGC-O0 COPY-0E /001 W 

------------------ 2B0606 290743Z /.24 12 


R ''11242Z JUL 87 


FM AMEMBASSY AMIAN 
TO SECSTATE WASHnC 2904 

03353
UNCLASAMMHAN 

AIIIAC 


FOI,ROSS 	DIGELOW S AND 1/RO/ESE 


E.O. 12356:N/A 


SUIIJECT: 	 AMENumFIIT FCR PRlASEII OF TIlE DESIGN 

OF THE Z;MALLEIITERPRILE DEVELCPMEIT PIOJECT
 

REF: AYMIN 7396 

THI SCOPE OF WORI FOR srlViCES REOUESTED UNDCR TdE ARIES
 

COIITRACT 	TO ROEEIr I ATHIIAN 
ASSOCIATIES FOR PIA.E II 01 THE 


DELIGI CF THE Sttl.LEKTI, PRISE DEVELOPIE ITIROJECT HAS 


BEIN AIENI:ED OLE TO THE ISSI01'S DECISIOl TIO?O;TPIIE
 

381IGATIOI OF THl PROJEI: UITI1 FY33. 


TIl DECISION NOT 10 MO1VEFORVAIO WITN IHE PROJECT, WIAS 


IiASEDI1:THE MISS'.IO1' roTEOM; WH
S IHAEILITY TO COMr.E 


TH[ GOVERIIIEIIT, A, REPRIEENTED EY TilEIIlNISTI:
0
 

PLII:IIIHi,OT FlE OVERALL STRIJCTUTE OF 'JC;IA PIOJECT. 


ALTHOUGI! BEE IEVEI THAT THI PROJEI:T
1HE rIS:;IOII BI11', 

DESIGNED COULD HI-VEBEEIIPART IF AI OVERALL '.;IIU:TUI:E 


SUCH AS TI'EGOJ I:AD I1 IIIW10,I WERIE lOTATTLITO AGI:EE
 

ON1THE SPECIFICS WIIIT IE TIIIIFRAIHE TO
ll TIECEl..IRY 


0811GATE IIIFY,17. 14 IS DECISIIN 44SIN 143110 A 


REILECTIOll OF THE OUALITY OF WIIK OF THE ROEIRI HATIIA 


TE0I. 

BECAUSETIE ROI:T NAHIMINTEAMHADCOIIFPETED 1 OA::ICS
 

OF WHATWECONIIIEREO TOBE A IEOD PRIJECT OISIGI, lIE
 
HAVEASKEI! THEP 0 COIP|[TE.A (!ICET PAPER IIIHICI 1
 

IHT BE I.SLETO USE IE;;TYEAR AS E 1,0 FO ,VRD WITH1A
 

SI.LL ENTERPRISE DEVELOINhEIIT PVOJECT.. 
ACCORDIGtY, OF WORK AS ;UI)IIITTED THlE:COPE IN REFTLL
 

PIOT HASLEEN AIIIIDED TOREAD1I FOLLOWS:
 

THECONSUILTANI"S W4ILLDRIiFT A COIICEPT IPER COVERING: 

0 4UAIRANTEE 

.HALL SCALE ENERPRISES (SCE'S) COVIRIN i:
 

1. THEELSTABLISIOMEIIF, A CREDIT IU;O FOI: 

CRITERIA IOR SELICTION O1FA FIIIIT0CIAL INSTITIIIO'I(S) TO
 
11OISEAND MAIIA1I;E FiCTOTS UCHAS H4E
IHE FUIIOINCLIIINil S' 


MAIIAGEMENI, S,#IFI ING, OITRArlOIIAL EFFICIE:ICY
 
* 	ORIANIZATIONAL E;:PERIENCE, PORTFOLIO 11LIALIY A-40 

COIIPOSITIIIIN OF IIISTI1UrIONS INI(RE;TED IN AIIINITEI:ING 
THI FUND; 

,UIGESTED CRlrlTRIA FOR I'ARTICII*ATIOII IN TIKEhIAR14ITIE
 

FUl I T1 BANKINIG CCtIllINITY, 0I
I EXPIOR1l0I Ol 


ALIR ATIVI DIERIl IO'lI.PROCI:IIII/ES lll THI"MICHA!IISIIS
 
THIOUGII WIlilCI THI GU lIAIITEE 1IiID C.1E10 FU'ICIOil,
 

INCL'UDING IHE 6UIR,1AII POll Fl11 01' |1Tl AIII ANDFill
fE[l L: 

1114I il!;III IS 

ANIi LSAID"-S ROLE:. IN MolIlITORInG RE;II:CE4'511I1Il.O lIE
 
IElI RAGE(II THI: 111140. I CO,111 Fl'El'r I.OJ S 

AMIIAI 03953 00 OF 02 2901427. 3,13 OIC29 A10669b 

hlADI. RECItlME~lqAT IONS III TERMSOF EXTrNT FUlNISHOULI BE 
CAPi'TAtIE ALSO ;HOULDIE MADE. 

2. SUGGES-ED MEAIISTO OI'ERATI1OIIALI.E A SUPPLIER CREIIIT
 
SCHIHE W:D[R CREDIT FUIIDABOVE.
THE OVERALL CUARAN1TEE 

OETIRKIINATION.OF CRITERII% FOR PhRTICIPATIOA BY SUPPLIERS
 

BASED OilA REVIEW OF THEIR ROLE CREDIT
IN TilEINFO~liHIL 


MARIETS 1i1 STAI:OnRD BUSIIIESS PRACTICE:; IN SE.ECTED
 

IDIISTRIES; CORISIIERATIOII OF OPIRATIONIhL .PROCI.DURES itno
 

A S.STEm or CHECK:; AND BILAIICES TO REDUCE I1E 1RANFLR
 
OF.IOTENTIAL BUSIIIESS RIS;K FRCII IHE SUI'PLIEIR TO THE
 

SCIIPE.
 

3. I'ROVICE A WRITL UP OF SUMIARY RESULTS OF A PRE-TEj1
 
OUETIQNAIIE WHl!IlWAS AIIMINISTIRED TO 50 SrALL BUSIIIESS
 
O;'NRS IN IIAII.IHE COISULTF41TS WILL PROJIDL
 

INTrRPRETATIO:I CF RESULT,; AtD IIIPLICATICNS FOOR
 

STRATEGIES FOR OI:INIGWITH SMAtL BUSIIIESS-S IN JORDjI)U.
 

4. PROVICE RECOrIMIOAFIOIIS AND 'SUGGESTI:D STRATEGIE5 FOR
 

WORIING WITH FErALE EPITRIPRE1EUINSHIP IIIJORDAII
 

5. OUTL II:ETHE CO:UtMEHTATION ANDiDATA IIHIC4 AI:E
 
AVAILABLE IN THE IINISTRY OF PLIMNING IS A RE:;ULT OF THE
 

SAR-A STVDYANDHOl TO ACCESS StICHOATI.
 

6. OUTLIE THE POLSIBILITIES CF A STRATEGY FOR ASSISTING
 

SIA1!T-UP' BISINlESS[,S - IAIIER,
IN A COST EFFECTIVE 


7. DRAFT 	A LESOIIS tE:fRI1EQ, OH SIALI
"SLCTIO 


ERITIRPRI:E OEVELOIh-"r AND 'OR2IlG ITIITHE MIIIISTIY OF
 

PLAIINING. INCLUDL RECCIIEIIN FOR FUTJRE
4TIOIIS 


PROIRAnMINI. STRATLGIES.
 

THE COT1C[P7 PAPER WILL B1 PREPARED IINTHE 011ITEDSTATES,
 

ANDFIVE CIPIES WILL BE LENT FROl RRIJAOFFICE:; WIIHIII 30
 
DAY. OF CEIARTURE.
 

BASID OIl TIE AIENIDED OF WORK, THE ACrUAI. BUOIETSCOIE 
SUBIIITTEC ,HOULC I.EFLECI FEWER DAYS WOIIiED.
 

(ORiFTED: 'RILEY; APPROVID: OrA';IERS)
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- AND THE LEVERAGE OF THE FUND (APREFERRED SYSTEM SHOULD
ACTION AID-0O 


.................................................................. BE IDENTIFIED AND RECOMMENDATIONS IN TERMS OF GOJ'S AND
 

USAID'S ROLES INMONITORING THE SYSTEM AND RESOURCES
ACTION OFFICE PRE-06 

INFO FPA-02 AIIPO-O5 GCAN-02 AMAO-01 AAPF-01 ANTR-06GC-0l SHOULD BE MADE. RECOMMENDATIONS IN TERMSOF EXTENT FUND
 

PPR-01 ES-91 ANME-03 RELO-01 /039 AD SHOULDBE CAPITALIZED ALSOSHOULD BE PRESENTED. - CGS)
 

.................-------------------------------------------------


INFO LOG-O0 CIAE-90 EB-00 DODE-B NEA-04 /004 W (5)IDENTIFICATION OF TECHNICAL ASSISTANCE NEEDSTO 

FSTABLISH ANDOPERATE THE GUARANTEE PROGRAM(CGS AND------------------ 156236 210021Z /70 38 

R 201324Z APR 88 BIS). 

FM AMEBASSY AMMAN
 
3. THE PROVISION OF TRAINING TO PARTICIPATING BANKS AND
TO SECSTATE WASHOC 8631 

SMALL BUSINESSES BY:
 

bdCLAS 	AMMAN 04320
 
A. REVIEW OF TRAINING NEEDS AT A SAMPLE OF BANKS THAT
 

MAY PARTICIPATE IN THE PROGRAM (THIS WILL REQUIRE A
AIDAC 

SUMMARY TRAINING NEEDS ASSESSMENT OF SELECTED
 

INSTITUTIONS. - BIS);
FOR PRE/PO, RUSS ANDERON 

B. STRUCTURING OF A TRAINlING SUPPORT PROGRAM BASED ON A
 

REVIEW OF THE TRAINING COURSES AND FACILITIES CURRENTLY
E.O. 12356:N/A 


SUBJECT: 	 JORDAN - SCOPE OF WORK FOR DESIGN ASSISTANCE AVAILABLE IN COUNTRY (EMPHASIS IN THE DESIGN OF THE 

- LOAN GUARANTEE PROJECT FOR SMALL ENTERPRISE PROGRAM SHOULD BE PLACED ON THE RESTRICTIONS FACED BY
 

THE BANNS IN DEALING WITH ENTREPRENEURS WITH LOW LEVELS
 - EVELOPMENT 

OF FORMAL EDUCATION IBIS);
 

REF: DEMPSEY/ANDERSON TELCON OF 4121
 
C. IDENTIFICATION OF TECHNICAL ASSISTANCE NEEDS TO
 

ESTABLISH AND OPERATE THE TRAINING PROGRAM (BISI.

1. TO COMPLETE THE PROJECT DESIGN AND IN LINE WITH REF 

TELCON, THE MISSION NEEDS THE ASSISTANCE OF A CREDIT 

GUARANTEE SPECIALIST (CGS) AND A BANKING INSTITUTIOIIAL 4. ESTABLISHMENT ANOTHE ADMINISTRATION OF AN APPLIED 

RESEARCH PROGRAM BY THE DEVELOPMENT OF PLANS FOR AN
SPECIALIST IBIS). THIS TWO PERSON TEAM WILL WORK WITH 

TO ENSURETHAT THEPAPER PROVIDES APPROPRIATE APPLIED RESEARCH PROGRAM AND THE MECHANISMSTHEMISSION STAFF 
WHICHTHEPROGRAM 10 EE C030UCTEDTHROUGH IS IflZ lIlG 

LOGICAL STRUCTURE AND IMPLEMENTATION PLANS AND RELIANCE ON OUTSIDE TECHNICAL ASSISTANCE (I.E., 

SCHEDULES. THE TEAM WILL VOAK UNDER THE SUPERVISION OF SHORT-TERM CDNSULTANCIES). IDENTIFICATION OF EXISTING 

PROJECT JUSTIFICATION ANDRELATED ANALYSES AS WELLAS 

THE PRIVATE SECTOR/PROJECT DEVELOPMENT OFFICER AND IN INSTITUTIOIIS IF APPROPRIATE TO OPERATE THE PROGRAM (CGS).
 

COORDINATION WITH THE MISSION'S DESIGN TEAM (ECONOMIST,
 

LAWYER,CONTROLLER AlD SENIOR STAFF) AS WELLAS A LOCAL
 
5. THE CONSULTANTS WILL ALSO PROVIDE SUPPORTINGSOCIOLOGIST. IT IS ANTICIPATED THAT THE CREDIT 

DOCUMENTATION CONSISTING OF APPENDICES THAT REVIEW THE 

TASKS. TECHNICAL, FINANCIAL AND ADMINISTRATIVE ASPECTS OF THE 
GUARANTEEANDTHE INSTITUTIONAL SPECIALISTS WILL REQUIRE 

THEIRAPPROXIMATELY FOUR EEKSEACHTO COMPLETE 
THE AREAS TO BE COVERED INCLUSIVE OF ALL
THE TEAMMEMBERSMUSTARRIVE ON OR BEFORE SUNDAY 	 PROJECT. 

SECTIONS DETAILED IN CHAPTER 3 'PROJECT DEVELOPMENTMAY 22. MISSION IS INTERESTED IN SECURING SEVERAL 


PROPOSALS IN AN INFORMAL COMPETITION. USAIO/J WILL 
 ANALYSIS AND PRESENTATION" OF AID HANDBOOK 3 (PREVIOUSLY
 

PROVIDED), INCLUDE;
DIRECTLY CONTACTING TWO FIRMS WITH WHOM WE HAVE I(C'S 


BUT WE 	WOULD ALSO LINE TO RECEIVE PROPOSALS FROM FIRMS
 
A. AN ANALYSIS OF PROJECT COSTS AND BENEFITS
RECOMMENDED BY PRE. FUhDING IS AVAILABLE FROM USAID/ 


JORDAN. 
 HIGHLIGHTING PARTICULAR COMPONENTS (CGS AND BIS);
 

2. THE 	CONSULTANTS WILL DESCRIBE AND ANALYZE, FOLLOW
 
B. A FINANCIAL REVIEW, FOCUSING ON FINANCING OF PROJECT
AID HANDBOOK 3 GUIDELINES, THE FOLLOWING PROJECT 

AND EXPENSES BY PROJECT PARTICIPANTS (CGS);
COMPONENTS AS SPECIFIED INTHE PID. THE SPECIALIST 


RESPONSIBLE FOR THE SPECIFIC ACTIONS LISTED BELOW IS
 

IDENTIFIED IN THE PARENTHESIS AFTER EACH ITEM. C. AN INSTITUTIONAL REVIEW, ASSESSING THE CAPACITY AND
 

NEEDS OF THE PARTICIPATING INSTITUTIONS IBIS);
 

A. THE ESTABLISHMENT OF A CREDIT GUARANTEE FUND FOR
 

I) EVALUATION OF POSSIBLE INSTITUTIONS TO ADMINISTER 
 6. REPORTS
 

THEGUARANTEEFUND, BASEDONA REVIEW OF THE MANAGEMENT, 
THE TEAM OF CONSULTANTS WILL PRESENT THE MISSION WITH
STAFFING, ORGANIZATIONAL EXPERIENCE AND POLITICAL 

DRAFTS 	OF SECTIONS OF THE PROJECT PAPER IN LINE WITH THE
 POSITION (CGS AND BIS); 

RESPONSIBILITIES SET OUT ABOVE. A SERIES OF ORAL
 

BRIEFING WILL BE REQUIRED TO KEEP USAID/J INFOflMED OF
(2)ESTABLISHMENT OF CRITERIA FOR PARTICIPATION IN THE 

PROGRESS.
GUARANTEE FUND BY COMMERCIAL BANKS, DRAWN IN 

7. SUBMISSION OF PROPOSAL
COLLABORATION WITH BANKS INTERESTED IN PARTICIPATING 


(CGS);
 

PROPOSED CANDIDATES AND BUDGET FOR THEIR ASSISTANCE IN
 

(3)ESTABLISHMENT OF ANY NECESSARY RULES AND REGULATIONS THE COMPLETION OF PROJECT PAPER FOR THE LOAN GUARANTEE
 

TO AFFECT BORROWING FROM THE CREDIT GUARANTEE PROGRAM BY 
 PROGRAM SHOULD BE SUBMITTED TO USAIO JORDAN FOR REVIEW.
 

ENTREPRENEURS (CGS); 	 PLEASE ADVISE ASAP.
 
(DRAFTED: JDEMPSEY; APPROVED: JOEMPSEY)
 

14)REVIEW ALTERNATIVE OPERATIONAL PROCEDURES AND THE 	 SUDDARTH
 

MECHANISMS THROUGH WHICH THE GUARANTEE FUND COULD
 

FUNCTION, INCLUDING THE GUARANTEED PORTION OF THE LOAN
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