
-4 
AGENCY FOR INTERNATIONAL M V E W E W f  

UNITED STATES OF AMERICA A I D MISSION A b - @Q -(cqx 4 
TO EL SALVAOOR 

C/O AMERICAN EMBASSY 
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ACTION MZMORANDUM FOR THB MISSION DIRECTOR 

FROM t MARY OTT, SO1 TL 

SUBJECT Project Aaaiatance *letion ~eport of the -11 mterpriaa 
Support Activity, N 519-0387, implemented by PROP~/FOSADES 

In accordance wlth ADS 203, Managing for Results Monltorlng and Bvaluatlng 
Performance, and USAID/El Salvador pollcy (MOM 680 and 7701, attached is the 
Project Assistance Completion Report (PACR) for the Small Entarpriee Support 
Activity, No 519-0387 

The goal of the actlvlty was to lncrease employment and Income opportunities 
for Salvadorans from lower socio-economlc groups, especlally in Natzonal 
Reconstruction Program Areas (NRP) 

The purpose of the actlvlty was to promote the development of small 
enterprises with emphasis on NRP zones, through the provlslon of credlt, 
training and technical assistance 

The actlvlty included flve major components Non-NRP Revolving Credlt, Non- 
NRP Non Credlt Assistance, Project Management, NRP Program and Evaluation 

The Cooperatlve Agreement deflned four speclflc goals, whxch were renewed and 
analyzed through an evaluatlon upon completion of the Agreement (1) Average 
income lncrease for flrms assisted, In excess of 30%, (2) Average employment 
creation of one lob by each f ~ r m  asslsted for a total of 7,363 new jobs durlng 
the lxfe-of-project, ( 3 )  Hlgher percentage of credits placed In areas of 
influence of the NRP, and (4 )  Hlgher percentage of beneflclarzes In areas 
determrned to be ex-confllct~ve, wlth 4,417 jobs created durlng the hie-of- 
pro] ect 

- The actlvlty closed December 31, 1996, extending xt to May 31, 1997, the sole 
purpose of performing the flnal evaluatlon and closing activltles 

The PACR summarizes accomplishments of the actlvlty It Includes Concluslons 
and Recommendat~ons 

Attachment 1 to this Memorandum contains updated information gathered after 
the evaluation took place and the PACR was submitted to USAID The 
lnformatlon reflects modifications to the sectlons entltled "Project Summaryn, 
t8Summary Pro j ect Financial Status ", 8gMa~or Lessons Learnedn, nAuditslg and 
"Post-Project Monitoring and Follow-up Actionsg1 of the PACR prepared by 
Desarrollo, Investigacidn y Consultoria, S A de C V (DEICO), the 
evaluation f l r m  

Pendlng Activities Close-out actions to Audit Report by KPMG 
Any action resulting from the audlt of FUSADES funds regarding this pro~ect 
will be followed up through Mission's MCRC 



RECOMMENDATION That you approve the attached Project Assistance Completion 
Report 

APPROVED rn 
DISAPPROVED / 

ANNEXES 
I- Commodities Transfer to FUSADES 
11- Counterpart Contribution Report as of December 31, 1997 
111- Project Assistance Completion Report by DEICO 
IV- Evaluation Summary 
V- Project's Final Evaluation 

Drafted by SLDuarte, SO1 4 In draft date 

Cleared by CAdams, CONT In draft date 
ACMejia, SDO In draft date 
CJennings, S In draft date 
LPizarro, OCG In draft date 
DMcFarland,DDI In draft date 



RECOMMENDATION That you approve the attached Project Assxstance Completlon 
Report 
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ATTACHMENT I. 

Prolect Assistance Completion Report (PACR) of USAID Actlvlty NO 
519-0387-A-00-3233-00 SMALL ENTERPRISE SUPPORT was submitted to 
the USAID/El Salvador Mlsslon by the consulting f ~ r m  "Desarrollo, 
Investlgacldn y Consultoria, S A de C V (DEICO) 

* Page I, Section I, PROJECT SUMMARY (b) Prolect Components 
should read The project Included five major components Non- 
NRP revolving credlt (Non-revolving credit fund), Non-NRP non 
credlt assistance, Project Management, Natxonal Reconstruction 
Program (NRP) and Evaluat lons 

* The chart on Page 2, Sectlon I1 SUMMARY PROJECT FINANCIAL 
STATUS, should be substituted by the following chart 

II. SUMMARY PROJECT FINANCIAL STATUS 

Element 
Descrrptlon 

- NON-NRP 
Revolving 
Credit 

- NOB-NRP NON 
Credit 

Assistance 

- Project 
Management 

Total counterpart was $2,349,080 representmg 32% of the total 
funding 

* XMOR LESSONS LEARNED 

The mstltutlonallty, crediblllty, Image and presence of an 
organzation that promotes and develops prolects for the small 
and mlcroenterprlse sector contribute to ~ t s  success 

The short-term operating and flnanclal sustalnablllty of 
pramotlon and development programs for small and 
nucroenterprises do not guarantee t h e n  long-term 
sustalnabxllty 



The deslgn, development and lmplementatlon of management 
lnformatlon systems are lndlspensable to guaranteeing tlmely 
and transparent reglstrles for admlnlstermg fxnanclal programs 
efflclently 

For marglnal sectors work, ldentlfylng and characterlzlng target 
groups and provldlng the human resources to work wlth them 1s 
essential to achleve the goals and purpose 

The success of microenterprise development programs does not 
depend on the gender asslsted both have the same partlclpatlon 
levels and development potentials 

The flnanclal success of credlt promotion and development program 
are related dlrectly to both ~ t s  personnel's stablllty and the 
lntegratxon of the credlt component wlth tralnlng and technical 
assistance 

AUDITS 

R I G  approved release of the audlt report by Peat Marwlck on 
February 20,  1998 There are two recornmendatlons that w l l l  be closed by the 
Mlssron and FUSADES 

POST-PROJECT MONITORING AND FOLLOW UP ACTIONS 

No further monitoring by USAID 1s foreseen 
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I PROJECT SUMMARY 

A Goal and Purpose of  the Project 

I The goal of  the project was to  Increase employment and Income oppor tun~ t~es  for 

I 
Salvadorans f rom lower socloeconomlc groups, espec~ally In Natronal Reconstruct~on 
Program Areas (NRP) 

1 The purpose was t o  promote the development of small enferprlse n El Salvador, 
espec~ally enterprlses located w ~ t h  In NRP zones, through the provlslon of  c red~t ,  
trarn~ng and technrcal assistance 

1 
i 

B Project Components 
1 

The project Included fwe major components Revolvlng credlt fund, Non-cred~t 
assistance for credit rec~plents, Project management, NRP and c red~ t  

The revo lv~ng c r e d ~ t  fund mamtamed a f lex~ble mterest rate pol~cy,  takmg Into account 
the maxlmum rate o f  Interest allowed by  the bankmg system Lendmg crlterla for 
small enterprises were based on 

P r ~ o r ~ t y  for enterprlses In the manufacturmg and services sectors as they tend 
t o  generate more employment than the commerc~al sector 

A major~ty  of  the fwms to  be located In NRP areas 

a F~rms  were requlred to  meet the "benef~c~ary  prof~le" ~ n d ~ c a t e d  In the 
cooperatwe agreement 

The Non-cred~t ass~stance and NRP components ~ncluded t ra~nmg for ~ n d ~ v ~ d u a l  
enterprlses in areas related to accountmg, cost management, adm~nrstrat~on, marketmg 
and sales, ~nvestments, product~on quality control and financ~al analys~s, as well as 
spec~ally ta~lored courses In enterprlses creat~on Sem~nars were offered In general 
Interest Issues t o  of  relevance t o  project areas Fmally, the project prov~ded 
pre-and-post c red~ t  techn~cal ass~stance t o  theborrowers 

The research and development was compr~sed of actwt les des~gned t o  gather and 
analyze mformat~on The tmplementmg agency carr~ed out a study t o  ~ d e n t ~ f y  the 
character~st~cs of  the project's target populat~on and t o  defme the~r  c red~ t  needs And, 
a management ~n fo rma t~on  system was establ~shed t o  allow for project monltorlng and 
evaluat~on 

Under the project management component, the ~mplementing organizatron was 
requlred t o  establ~sh a research and development unit responsible for carrying out  the 
prehminary work  and conducting the c red~ t  demand and target populat~on study T h ~ s  
component also ~ncluded fundmg for mstl tut~onal development 



A monitoring plan was implemented to  ensure adequate oversight and fol low up 
FUSADES and USAID project managers monitored t w o  broadly defined aspects of the 
project-inputs and outputs Inputs consisted of TA and training, logistics, program 
costs, research costs, and audits Outputs were defmed as services delivered - these 
included The number of beneficiartes receiving credit, number of employees in f ~ r m s  
assisted and graduation rates, number of women benef~ted and number of  research 
studres completed Mon~tor ing was fac~htated by the development of a management 
informat~on system (MIS) 

A single project evaluat~on was conducted, before the PACD, to  assess the Project's 
impact on small Salvadoran enterprises 

Under the audit component financial mon~tor ing of  the revenues and expenditures was 
revitved on a monthly basis On a yearly basis, a complete fmancial audit was 
conducted b y  external auditors, contracted by  the ~mplementing unit 

In add~tion, USAID, at its discretion, retained the right t o  contract financial 
management services to  include financ~al mon~tor ing of transact~ons carried out  by  
FUSADES or concurrent audits 

During the final six months of the project, a complete evaluation of the f inanc~al status 
and goals was conducted by external project evaluators 

I I SUMMARY PROJECT FINANCIAL STATUS 

Element Descrlpt~on 

non NRP Revolvmg 
Cred~t 

non NRP non 
Cred~t Ass~stance 

- Proj Management 

NRProgram 

- Evaluat~on 

TOTAL 

- -- - 

Expend~tures I Total Counterpart 



111 EVALUATION AND AUDITS 

A Project Accompl~shments 

The records show that 52 2% of the or~grnal funds were ass~gned t o  c l~ents w ~ t h ~ n  
the PRN and 47  8% to  non-PRN chents However, of the total loans awarded 
durmg the I~fe-of-project, 43% were made t o  mlcroentrepeneurs r e s ~ d ~ n g  In the 
zones c lass~f~ed as PRN and 57% to  enterprises In non-PRN areas Geograph~cal 
coverage shows 47% of  the loans were made by the agency In San Salvador, 38% - 
by  that  of San M ~ g u e l  and 15% by  that of Santa Ana Based on the value of  funds 
dsbursed, 46%, 39% and 15% went t o  San Salvador, San M~gue l  and Santa Ana, 
respectwely The major~ty  of  borrowers were located In the larger cltles of the 
zones served, or nearby, specrf~cally those c lass~ f~ed  In the PRN T h ~ s  ach~eved one 
project objectwe 

The global goal for loans was ach~eved by  lssulng a total of  1,507 loans, for an 
approx~mate value of  $ 6,425,787 Of t h ~ s  total, 43% were made In areas 
~ncluded w ~ t h ~ n  PRN zones, 4 3  1 % were for small and mlcroentrepeneurs located In 
PRN zones, and nmety-e~ght percent of those were made t o  mlcroenterprlses w ~ t h  
assets of  under $1  1,500 Among these, In terms of  the number of  loans - men 
rece~ved 56% and women 44%, and In terms of t h e ~ r  value - men rece~ved 64% 
and women 36% As ass~gned by sector, trade recewed 45% of  loans made by  
number and 47% by value, and mdustry and services recewed 55% by number and 
53% by value 

The evaluat~on conf~rmed that  100% of PROPEMI S c l~ents were the d~rec t  owners 
and/or adm~n~strators of their companles, fmanced w ~ t h  their o w n  cap~tal  
N~ne ty -e~gh t  percent of the companles ass~sted were small or m~croenterpr~ses w ~ t h  
assets under US $1 l,5OO, and 80% percent of  the l n ~ t ~ a l  loans were made for 
amounts of US $1 ,I 5 0  or less For those who rece~ved add~t~ona l  loans, 94% of 
the loans ranged US $1,1 5 0  and US $1 1,500 T h ~ s  shows that subsequent loans 
tended t o  be larger 

The bus~nesses that rece~ved loans generated and/or strengthened 6 1 jobs per 
loan Overall, the project generated and/or strengthened a total of 9,144 jobs, 
exceed~ng its goal by  24% Of these jobs, 33% were new and 48% were obtamed 
by  women T h ~ s  mcreased employment and Income opportunltles for Salvadorans 
of l ow income and those rn PRN zones In PRN zones, 3,036 jobs we5e generated 
and strengthened correspondmg to  71 % of the total goal T h ~ s  result In turn 
helped generate better quallty Incomes for entrepreneurs who rece~ved loans and 



thelr employees Thls underscores the success of mlcroenterprlse development 
projects and the generation of  employment for relatively disadvantaged 
populat~ons 

The project act~vlt ies promoted the development of small businesses In El Salvador, 
espec~ally in those areas class~fled In the PRN Thus, the chents experienced 
improvements t o  their standards of living, levels of savings, busmess assets, as 
well as their income Moreover, the majority of busrnesses that participated in thrs 
evaluat~on, evrdenced characteristics for growth potential such as showmg changes 
in t he~ r  assets, savings level and Increases In their number of  employees 

The total portfoho as of  December 1996 showed US $96,083 In overdue payments 
(outstandmg debt), equal t o  4 3% of the portfolio San Salvador has overdue 
payments amounting t o  US $50,050 ( 4  1 % I ,  San Mrguel US $14,142 (4 8%), and 
Santa Ana US $31,890 ( 4  6%) Hence, outstandmg debt for overdue payments 
(4 3%) does not  appear t o  represent a significant r ~ s k  for PROPEMI s total 
portfoho However, since the affected outstanding portfoho IS 1 8  1 % of the total, 
~t IS a matter of  concern ~f the proper measures for ~ t s  recuperation are not taken, 
or the affected portfolio more than 6 0  days overdue IS not  analyzed 

The evaluat~on ver i f~ed that the use of c red~ t  reflows was related pos~tively t o  larger 
rotation, Improved portfolio health, strengthened enterprises and more selective 
placement in non-PRN zones However, in PRN zones credit was made t o  
entrepreneurs w i th  greater geographic rnobll~ty, at longer terms, and to  weak 
enterprlses wi th  poor entrepreneur~al organlzatlon 

The study confirmed that PROPEMI malntamed a f lex~ble Interest rate durrng the 
hfe-of-project ~t ranged between 20% and 23%, whlch is sim~lar t o  that of the 
commercial/f~nancial system PROPEMI s pollcy of  having a flexlble Interest rate 
allowed ~t to  malntain a loyal clientele A t  present, the rate may be negotiated 
between the c l~en t  and PROPEMI subject t o  the former s credit history 

Impact by Gender 

The impacts observed by gender are noteworthy, 40% percent of the loans granted 
and 36% of the funds disbursed durlng the life of the project went to  
entrepreneurs Entrepreneurs also received 44% of  the project tralnlng provided 
and, as noted previously, obtamed 48% of  the jobs created 

It appears that  women-owned busmesses have the same growth potentla1 as others 
prov~ded they recelve slrn~lar technical and financial assistance Change was 
observed between the fmanc~ng rece~ved from the f ~ r s t  and last loans For the f ~ r s t  



loan, 80% rece~ved cred~ts  for amounts under US $1,150, w h ~ l e  w ~ t h  the last loan, 
94% rece~ved amounts for between US $1 ,I 5 0  and over US $1 1,500 T h ~ s  IS 

comparable t o  the overall rates discussed earher Furthermore, the evaluat~on 
unearthed no ev~dence of  restrlctlon to  women s access t o  and par tmpat~on In 
project a c t ~ v ~ t ~ e s ,  mcludmg the subm~ss~on and processmg of thew c red~ t  
apphcat~ons, t h e ~ r  part~clpatlon In tralnmg, or the requ~red assessment(s) of t h e ~ r  
busmesses Moreover, women s non-payment rate on loans totalmg US $725,748 
was 4 2%, w h ~ c h  mirrors that of the PROPEMI agencies In the three reglons This 
suggests that  factors other than gender determme repayment rates 

The f ~ e l d  mvestlgat~on showed that In busmesses owned by  men, 53% of  the 
w~veslhfe companions partupated In the actlvltles of the busmess, 29% prov~ded 
funds t o  l n ~ t ~ a t e  the bus~nesses, 53% part ic~pated In makmg decwons for the 
bus~ness, and 45% partupated In the adm~n~stratron of the bus~ness In contrast, 
men s partmpatlon In busmesses owned by  women was mmmal  

The data shows that  7,912 beneflclar~es have received some type of tramng, of 
whom 75% reside In non-PRN areas and the remamder (2,009) In PRN zones, and 
of whom 779  were women The d~screpancy IS understandable when takmg mto 
account the d i f f~cu l t~es  the major~ty of  PRN mlcroentrepeneurs face by leavmg thew 
bus~nesses t o  receive s p e c ~ f ~ c  Stdl, the results h~ghhght the support gwen t o  small 
and m~croentrepeneurs In ex-conf l~ct~ve zones ~ncluded In the PRN 

The results among Project chents md~cated that  73% of  those surveyed d ~ d  not  
recewed any tralnlng from PROPEMI However, of  those who d ~ d ,  88% ~ n d ~ c a t e d  
the tralnlng has helped them to  Improve communlcatlons wi th thew employees, the 
organ~zat~onal  capacity of  thew busmess and relat~ons w ~ t h  c l~ents as well as thew 
o w n  f a m ~ l ~ e s  F~fty-three percent mdicated they p a ~ d  for the tralnmg themselves, 
and 87% are ready t o  pay for future t ra~nlng One hundred percent rated the 
t ra~nmg between good and excellent, 77% are mterested In recelvlng further 
tralnmg, and 97% recommend PROPEMl's tralnlng 

9 

PROPEMI s income from tra~nmg totaled US $1 24,304 These resources have 
contr~buted t o  the ach~evement of PROPEMI s operat~onal sustamabd~ty 

Techn~cal Assistance 

The t ra~nlng and c red~ t  assessments offered have been key mamtainmg the 
rnlnlmlzlng the port fo l~o's outstandmg debt PROPEMI offered 5,390 c red~ t  
assessments, 40% conducted before credrt was extended and 60% after 



Of the PRN s portfoho, an average of flve visits per loan were made, because the 
majority of c l~en ts  were unfamll~ar wl th credlt transact~ons and the correct use of 
resources obtalned through a loan Average vlslts to  non-PRN cl~ents were 2 5 Of 
the total assessments, 544 (10%) were recelved by  bus~nesswomen To follow-up 
on the loans, 5,390 credit assessments were made, of  which 3,245 were for PRN 
c l~ents  T h ~ s  ach~eved the projected goal 

Of those surveyed, 48% of respondents partmpated In loan assessment brrefrngs, 
69% s a ~ d  the assessment was useful t o  determme the need for the loan, 75% 
considered the assessment necessary for entrepreneurs, 85% rated the assessment 
recelved f rom good t o  excellent, and 7 1  % s a ~ d  that the assessment had helped 
them t o  Improve the adm~nlstrat~on of both thelr busmess and the loan funds 

Income recelved as commlsslons from credlt admlnlstrat~on durmg the perlod 
1993-1 996  amounted to  US $204,315 These resources contr~buted toward the 
operational susta~nabl l~ty of the lnstltutlon 

lnves t~ga t~on  and Development 

Under the Cooperative Agreement, the Project conducted a study that ldentlfied 
varlous characterlstlcs of the Project's target population, deflned thew cred~t,  
assessment and tralnlng necessities The study also obtalned lnformatlon f rom the 
PRN munic~pal i t~es required for the lmplementatlon of  the Project, and ascertamed 
the infrastructure and conditions under whlch the economic actwtles of ex~st lng 
busmesses would occur The study made basic mformatlon available for each of  
the selected communities addressed by the Project 

The Project also conducted a survey t o  obtain i n f o r m p o n  on credlt, technical 
assistance and tralnlng for small and microentrepeneurs Wlthm t h ~ s  component, 
PROPEMI participated actlvely in the "Libro Blanco" lnlt lat~ve, which diagnosed the 
small and mlcroenterprlse sector at  the nat~onal  level and generated a proposed 
framework t o  support the work developed b y  the Comlsion Nac~onal de Micro y 
Pequeiia Empresa 

Project Management 

In terms o f  organizational structure, PROPEMI had the required human, flnancral 
and technical resources to maintain the quality o f  the services offered to  its clients 
They designed and ~mplemented a Portfolio Management System with Project 
resources, which gave the program the necessary registries to  provlde information 
in a rap~d, timely and transparent manner The system mcludes statist~cs of  
balances and amounts (per time per~od), source of  funds, and general data o n  



approved loans Through thls system, one can obtam current reports by  reglon, 
zone and the portfoho s~tuatlon A complementary Program Management System 
prov~ded f ~ n a n c ~ a l  reports by reglon and cost center, and budgetary reports by  
month and cumulat~ve reports by cost center and reglon 

These systems have prov~ded PROPEMI w ~ t h  the essent~al bas~c reglstr~es of  any 
fmanc~al  ~ n s t ~ t u t ~ o n  superv~sed by the Supermtendency of the F~nanc~a l  System, 
PROPEMI IS installmg t w o  other systems an ~mproved and expanded Portfoho 
Management System, and PROPEMlfs Fmanc~al lnformat~on System w l th  
FUSADES The latter w ~ l l  allow the handhng of f ~ n a n c ~ a l  mformat~on by  
program/cost center, surpassmg the global form In w h ~ c h  ~t IS currently handled 

PROPEMI leads ~ t s  peers among programs and organ~zatlons lmplementmg projects 
related t o  the promot~on, lnstlgat~on and development of the small and 
m~croenterprlse sector The~r  leadersh~p could contr~bute to  t he~s  sector b y  
PROPEMI sharmg its experiences w ~ t h  s~mdar organlzatlons 

Another fundamental element of the evaluat~on was t o  determ~ne PROPEMl's level 
of f ~ n a n c ~ a l  and operat~onal sustamablhty The analys~s of its f ~nanc~a l  s ~ t u a t ~ o n  
based on mformat~on prov~ded for the 1994-1 996  per~od, showed that  the program 
has ach~eved ~ t s  operat~onal and fmanclal sustamab~l~ty  However, t h ~ s  
sustamab~l~ty  cannot be guaranteed In the long run if PROPEMI does not  recelve 
s u f f ~ c ~ e n t  fmanc~al  support t o  allow for the growth o f  ~ t s  present portfoho Thus, 
d~scuss~ons  are bemg held w ~ t h  various banks --- Multisector~al de Invers~ones, 
Centroamer~cano de lntegrac~on Econom~ca and FOMMIIUE -- to  cons~der the 
p o s s ~ b ~ l i t ~ e s  o f  access t o  fresh resources 

The funds ass~gned for FUSADES/PROPEMlls operatmg costs were expended In 
f ~ x e d  assets and PROPEMl's mst~tu t~onal  strengthenrng Funds ass~gned by  USAID 
were reportedly used t o  admln~ster the Project and t o  conduct the evaluations 

Project goal and purpose 

The Project has become one of the most effectwe means t o  make ava~lable 
training, assessment and credit services t o  small and mlcro entrepreneurs 
located In communltles Included In the Programa de Reconstrucc~on Nac~onal  
and t o  other zones where the level of  poverty IS very hrgh 

a Among benef~ciaries, monthly income Increased by 38% as a result o f  the 
loans received T h ~ s  surpasses the established growth goal of 30% 



Through the loans awarded, ~t was possible to generate more than 1 job (1  2 
jobs) per loan, surpassing the goal of one job per loan 

52 2% of the approved loans from or~glnal funds d~sbursed were for 
businesses located in the PRN areas 

54% of the approved loans f rom funds d~sbursed were for ~ndus t r~a l  and 
servlces actlvitles 

The benefic~aries were bus~nesses owned by the person requesting the 
c red~ t  They recelved an average loan of US $4,250 per business 

For the cl~ents, the project prov~ded a real opportunity t o  access a loan 

48% of  the busmesses attended contribute 100% to  meet their dally 
household needs 

The loans contr~buted t o  ass~st  the benefitted busmesses Improve the value 
of  thew assets, Increase thelr savings level and improve thew cash f low 

The major~ty of busmesses were strengthened 

Even though the project had as its target group small bus~nesses, 72% of 
those attended are mlcro enterpr~ses 

The results from the survey ind~cate that living condlt~ons of  the persons 
benef~ted wi th the loans, improved In terms of food, housing, clothmg, 
educat~on, and recreation 

The approved loan amounts, In most cases, were for the amount requested 
and were awarded in a t~me ly  manner without excesswe prerequlsltes 

PROPEMI applied a f lex~ble Interest rate w h ~ c h  ranges between 20% and 
23% T h ~ s  has kept ~t wlthln the range of rates of the bankmg system 

0 PROPEMl's final intermediation margin is acceptable and it presents an 
increasing trend This favorable result IS due basically t o  the fact that  the 
e n t ~ t y  presents a low level of  financial costs 



Gender 

PROPEMlfs capital prof~tabi l i ty  IS acceptable and surpasses the inflation rate 
b y  4 5 6  percentage points which reflects an increase In the  value o f  the 
enterprlse due t o  good adm~n~st ra t ive  and fmanc~a l  work  

PROPEMI is a sustamable instltutlon both operat~onally as wel l  as f~nanc~a l l y  
Untrl 1996,  it had the capac~ ty  t o  absorb operating expenses, wh ich  
represented around 40% of  total  Income and t o  generate prof l ts whlch 
Increased by  73% for the  p e r ~ o d  1994-1 9 9 6  Currently, ~t has su f f i c~ent  
resources t o  absorb ~ t s  o w n  operatmg expenses 

I f  PROPEMI becomes a financial l n s t ~ t u t ~ o n  ~t wdl have access t o  fmancmg - 
sources such as loans f rom the BMI and IDB It wil l  also be  able t o  obtain 
resources f rom savings and term accounts once it becomes regulated by  the 
Supermtendency o f  the  Fmancial System 

The resources p rov~ded  b y  the Project have enabled PROPEMI t o  t o  
strengthen i ts short and medwm term operating and fmancial sus ta~nab i l~ ty  

A c r e d ~ t  technology has been developed t o  fac i l~tate adequate select~on o f  
chents and t o  carry ou t  an e f f~c ien t  adm~nis t ra t~on o f  t he  loan portfoho 

Effort  for loan recuperation have been very effectwe A s  o f  12-31 -96, 83% 
of  the funds d~sbursed had been recuperated 

Management mfo rmat~on  systems have been designed enablmg t o  mst~ tu t ion  
t o  establish records o f  all i ts administrative and f inanc~al  transactions, w i th  
the  same character ist~cs for systems requ~red b y  the  Supermtendency o f  the  
Flnanc~al System 

The training and enterprlse assessment guaranteed the  health o f  t he  loan 
portfolio 

Organizat~ons related t o  PYME belleve that  PROPEMI should become a 
financial mstitution special~zed in attendmg small and micro enterpr~ses 

The funds effectively reached the  level o f  the micro bus~nesswomen 40% 
of the total  loans awarded were received b y  bus~nesswomen, especially 
those In PRN zones 



DElCO 

* Trarning and techn~cal assistance are more necessary to  businesses owned 
by women because the partrcrpatron of their husband/compan~on In t h e ~ r  
activities is very limited 

C Recommendat~ons 

Project Goal and Purpose 

For its sustainability, PROPEMI rehes on funds generated by  rnterest earned 
from loans and commissrons on credit assessments 

If it becomes a fmancral tnstrtut~on, ~t should cons~der contractrng training 
and techntcal assstance services wtth speclallzed companies 

PROPEMI should share the lessons it learns w ~ t h  other organlzatlons that  
have a similar target group 

lnst~tutronal Sustalnablhty 

PROPEMI should defrne ~ t s  institutronal posrtron, whether ~t contmues 
operating as a promotional program for small and micro enterprrses or 
becomes a formal f ~nanc~a l  mstitutron subject to  the regulatrons of the 
Superrntendency of the Frnancial System 

For PROPEMI to  malntain long-term sustainable growth, ~ t s  portfolio must 
Increase sufficrently t o  reach a larger cl~entele 

To obtarn better results f rom rts resources, PROPEMI should invest l~qu ld  
excesses in low-risk, easrly-recoverable bonds such as those issued by the 
Central Reserve Bank of El Salvador and the M~nls t ry  of Treasury as long as 
rt does not vlolate any regulations 

In order to obtain the financial resources needed t o  expand rts loan portfolio, 
PROPEMI should open agencies in the mam cities o f  the country's interror, 
especially where there are no formal bankmg rnstrtutions 

The management rnformatlon systems should be adequate for the demands 
of the Supermtendency of the Frnanclai System 

Install PROPEMl's Financial lnformat~on System with FUSADES as soon as 
poss~ble, so that PROPEMI does not depend upon the centralrzed rnformat~on 
system it has 



Install the lnformatlon System (SINFIN) t o  handle flnanclal ~nformat lon by 
programlcost center 

Gender 

PROPEMI must deslgn methodologies for attention of fam~ly  enterprises, 
espec~ally those admmstered by women 

Tralnlng and techn~cal assistance must be offered accordlng t o  the needs 
and educat~on level of  women 



AGENCY FOR INTERNATIONAL DEVELOPMENT 
UNITED STATES OF AMERICA A I D. MISSION 

TO EL SALVADOR bw4 I - 
OFFICE OF CONTRACTS AND GRAMS 

16 April 1997 

Mr. AIvaro Ernest0 Guatemala 
Director PROPEMI Program 
FUSADES 
Edificio FUSADES 
Blvd. y Urb. Santa Elena 
Antiguo Cuscath 

Subject: Cooperative Agreemen. No. 519-0387-A-00-323340 

Dear Mr. GuatemaIa: 

As of the date of this letter titie to property of items that have an appraised 
value of $1,000 or more, which have been acquired with USAID funds 
under the above numbered Cooperative Agreement, vests in FUSADES. 
The list of these items is attached. 

As stipulated in the Standard Provisions governing the Cooperative 
Agreement, FUSADES agrees to use and maintain the property for the 
purpose of the Agreement. If the property is used for purposes other than 
those of the agreement or is sold or leased, USAID shall be reimbursed 
txniess the Agreement Officer authorizes otherwise in writing. 

Should you have any question, please contact Mrs. Marielos de Quiii6nez. ELyD- 
Leone1 T. Pizarro 
Agreement Officer 
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A B S T R A C T  

H Evaluation Abstract (Do not exced the space prowded) 

The project alms to increase employment and lncome opportunities for salvadorans from lower roclo-economic groups 
espec~ally In Nabonal Reconstnrcbon Program (NRP) areas The project was implemented by the small and mlcro- 
enterpnses promotion program of The Salvadoran Foundabon for Econom~c and Social Development 
(PROPEMIIFUSADES) Thls final evaluabon (march 31- may28197) was conducted by Desarrollo, Invesbgacion y 
Consutoria S A de C v (DEICO) teams on the basls of (1) survey to 11 1 credit clientslusers, (2) project documents 
provided by PROPEMIIFUSADES, and (3) appraisals of officlals and persons directly related to the project The purpose 
was to promote the development of small enterpnses, specially those located wthin NRP zones, through the provlslon of 
credlt, tralnmg and technical ass~stance The major findmgs and conclusions are 

s This well-managed project became one of the most effective forms to carry out training, assessment and credit 
sewces to entrepreneurs located n zones where the level of poverty is very high 

e The implemenbng agency after the project IS a sustainable inst~tut~on 

s The qual~ty of human resources IS one of the strengths that has ldedfied the lmplementnng agency wth ~ t s  
clients 

The tralnlng and enterpnse assessment guaranteed the health of a loan portfolio 

The evaluators noted the followng 4essonsW 

The ~nsbtutionallty, cred~bil~ty and presence of the ~mplementmg organlzabon cantnbuted to its success 

e The short-term operabng and financ~al susta~nab~l~ty of promobon and development programs for small and 
m~croenterpnses do not guarantee thew long-term sustainab~lity 

e The development and lmplementabon of management ~nformabon systems are indispensable to guaranteeing 
timely and transparent registnes for admmstenng financlal programs ef?ic~ently 

The financlal success of credit promobon and development programs are related directly to both its personnel s 
stability and the lntegrdbon of the credlt component wth tralnlng and technical asslstance 

C O S T S  

I Evaluabons Costs 

1 Evaluabon Team 
Name Afril~~on 

Contract Cost OR 
TDY Cost (U S $) 

Contract Number OR 
TDY Person Days 

-Hbctor Armando Maldonado Team Leader 
Carlos Arturo Flores 
RaGl Antonio Montesinos 
Carlos Antonio Zavala 
J O S E  Eduardo Navarro 

Source of funds 

519-0387-0-00 
-7053-00 

Activity Funds 
519-0387 

Element V\ 

2 Miss~on/Office Profess~onal Staff 1 3 BorrowerlOrantee Profesnonal 

Person-Days (Esbmate) Staff Person-Days (Esbmate) 



AI D EVALUATION SUMMARY - PART II 

S U M M A R Y  

J Sunmary of Evaluation Findings, Conclusions and Recommendatlonr (Try not to exceed the three (3) pager provided) address 
the follodng Items 

r Purpose of evaluation and methodology used r Rlnclpal recommendations 
r Purpose of adlvity(les) evaluated a Lessons learned 

Findings and concludons (relate to quedlons) 
I I 

Mlsslons or Offlce I Date TNs Sunmary Prepared 1 Tltle And Date Of Full Evaluation Rewrt 

The purpose of the prqed was to promote the development of the small enterprise wdh an emphas~s on Nabonal ReconstruAon 
Program (PRN) zones through provldng credlts hnmg and technical assistance The prqect defined four speutic goals (I) 
Average Income Increase for firms asslsted, In excess of 30% (2) Average employment creabm of one job by each firm asslsted 
for a total of 7,363 new jobs dunng the If&-project (3) H~gher percentage of credits placed In areas of influence of the PRN, (4) 
H~gher percentage of beneficlanes in areas deterrnlned to be e x d ~ c b v e ,  wdh 4,417 jobs created dunng the Iffed-project 
The evalual~on Included a rmew of major project actwhes rotating credit llne usage, mmcfedt traInmg acbwties, technical 
ass~stame, ~nvestment and devdopmcnt; and project management, supmslon and evaluabon 
The evaluatlon was conducted wdhm the framework of project goals and ach~evemenfs, project Impad at the diedbmefiaary, 
nsmonal, managed, f i m d  and tedrnlcal levels, the financ~al shat~on in relabon to Rs finandal and opembonal 
sustarnaklrty, and, the prqect s Impact by gender 
The methodology used was to conduct and anallze a survey among 11 1 credit d~ents, rcvlew documents provlded by USAlD and 
lrnplemenbng agency and data colecbon from affiaals and persons directly related Hnth the prqect 

sUSAIDIEL SALVADOR 

The records shaw that 52 2% of the onglnal funds were ass~gned to dients Hnthln the PRN and 47 8% to non-PRN d~ents 
However, of the total loans awarded dunng the Iff&-project, 43% were made to mlcrocntreprwn res~dlng In the zones dassfied 
as PRN and 57% to entcrpnses In non-PRN areas The majonty of bonwers were located In the kgger Mes of the m e s  
served or dose to them, speufically those dassmed n the PRN Thls achieved one project objecbve 
The global goal for loans were achieved by mabng a total of 1,507 loans wth a total value of $6,425,787 Of these loans, men 
received 56% and women 44% In terms of the number d loans, and men recmed 64% and m e n  34% in terms of thew value 
By sectw, trade received 45% of loans made by number and 47% by value, and rndustry and smces recewed 55% by number 
and 53% by value 
it was confirmed that 100% of PROPEMI S dlents were the direct owners andlor adm~n~stradws of thew companres, financed with 
thar own c a w  98% were small or m~crocntcrpnses wrth assets under USSl1 500, and 80% percent of the lnkal loans were 
made for amounts of USS1,lSO 
The busrnesses that reowed loans generated and strengthened 6 jobs per loan Overall, the prqect generated andlor 
strengthened a total of 9,144 jobs exceeding Rs goal by 24% Of these jobs, 33% were new, and 48% were obtained by women 
In PRN ma, 3,036 jobs were generated and strengthened, awrespond~ng to 71% of the total goal Thls underscores the 
success of mlcroenterpnse development projects and the genemhon of employment for relabvely disadvantaged populabons 
Thus, the dlents have expenenced lmpmvements to thwr standards of I ~ n g ,  levels of smngs, busmesses assets as well as their 
Income 
The total portfd~o as of December 1996 shmed an amount of US $!36,083 In overdue payments (outstandng debt) equal to 
4 3% of the p t fd lo  Hence, outstanding debt for overdue payments (4 3%) does not appear to represent a slgnmcant nsk for 
PROPEMI s W portld~o Hawcller slnce the affected outstanding portfd~o 1s 18 1% of the total, t 1s a matter of concern rf the 
proper measures for Its rccuperatm are not taken 
The use of credt reftows was related pos~tnrely to the larger rotahon, improved portfdlo heatih more sdld enterpnses and more 
selecbve placement In non-PRN zones However n PRN m e s  credrt was made to entrepreneurs mth a greater geograph~c 
moklrty at longer terms, and to weak enterpnsa Hnth poor entrepreneurial organlzatm 
The study contirmed that PROPEMI mantamed a slmllar commerc~alhinanclal system Interest rate dunng the Irfeof-project 

IMPACTS BY GENDER 
The Impacts observed by gender are noteworthy Forty percent of the loans gmted and 36% of the funds d~sbursed dunng the 
lrfe of the project went to wornerrowned busmesses These women also recmved 44% af the project hn lng  provided and 
obtaned 48% of the jobs created 
Change was observed between the f i m n g  recwed Wrttr the first loan 80% recmed crdrts for amounts under USSl 150 
and wrth the last, 94% received loans for amounts behnreen USSI 150 and wer USSI 1 150 Futiher the waluat~on unearthed no 

September 30197 

evldence of restncbons to women s access to and parbapabon n project actnntres 
In busmesses owned by men 53% of the wesllfe campanrons partrapated In the &es of the bus~ness 29% prov~ded funds 
to Inhate the businesses, 53% parbapated n mabng decisions for the business and 45% parbapated In h e  adm~nlstTahon of the 

October 17, 1997 



S U M M A R Y (continue) 

TRAINM 
The data show that 7 912 benetiaanes have recnved some type of Wring 
Project dients indicated that 73% of those surveyed did not rectnred any hn ing  from PROPEMI However, of those who did, 
88% sa~d that the tr;urung has helped them to improve communi&ons wrth thar employees, the organrzahonal capaaty of the 
business and relaboris Hnth dlents as well as thew own families 

TECHNICAL ASSISTANCE 
The hn lng  as well as the credit assessment offered have been importmt in mantarrung the portfd~o's ouMandmg debt at a 
relabw low level Of the PRN s podfd~o, an average of five wsRs per loan were made Average vls& to m P R N  die& were 
2 5 To fdlow-up on the loans, 5,390 credlt assessments were made 

INVESTHiATWN AND MVFLOPlUENT 
The project conducted a study that identmed informahn from the PRN muniapalltres considered in the lmplementtbon of the 
Project, and ascertained the infrastructure and condlons under which the economic achbes of a & n g  businesses would occur 

PROECT MANA6EMM 
In terms of organizahonal structure, PROPEMI had the rqured human, financial and technical resources to mantarn the qualrty 
of the semces offered to rts dients It designed and implemented a Portfd~, Management System, whlch gave the program the 
necessary registnes to provlde lnformabon in a rapld, bmdy and bansparent manner Thls system includes sbbst~cs of balances 
and amounts, sources of knds and general data on appraved loans Through thls system, one can obtatn current reports by 
region zone and the podfol~o srtuahon A complementary Program Management System provrde finanaal reports by region and 
cost center; and budgetary reparts by month and cumulative reports by cost center and region 
The analysis of rts f i~nc la l  stuabon based on ~nformabon provided by the instrtubon for the 1994-1996 penod showed that the 
program has achieved rts operabng and financial susta~nablllty However this sustaInablrty cannot be guaranteed in the long run 
d PROPEMI does not recewe suffiaent financial support to allow for the growth of Rs present podfolio 

MAWlR LESSONS W N E D  
1 The InstMonalrty, credrklrty, image and presence of an organrzaim that promotes and develops projects for the small and 

m~croenterpnse sector conlnbute to Its success 

2 The short-term operabng and finanaal sustarnakllty of promdon and development programs for small and m~crocnterpnses 
do not guarantee thar long-term sustamakldy 

3 The design development and implementabon of management informahon systems are indispensable to guarantwng bmdy 
and transparent registries for adminrstenng financ~al programs effiaenUy 

4 Fw marginal secton work, ~denbfylng and charactenang target groups and providing the human resources to work wrth them 
is essent~al to achieve the goals and purpose 

5 The success of m~crOeRterprise development programs does not depend on the gender assisted both have the same 
parhapahon levels and development potentials 

6 The financial success of credlt promdon and development program are related directly to both rts personnel's staklrty and the 
~ntegratm of the credrt component wrth Iratnlng and technical ass~stance 



Recommendatrons 

Project Goal and Purpose 
For its sustamab~l~ty, PROPEMI rehes on funds generated by Interest earned from loans and 
commlsslons on cred~t assessments 

If ~t becomes a fmanclal Institution, ~t should conslder contractmg tralnang and techn~cal 
assstance servlces w ~ t h  spec~alued compantes 

PROPEMI should share the lessons ~t learns w ~ t h  other organlzatlons that have a s~mrlar 
target group 

lnst~tut~onal Sustalnabrl~ty 
PROPEMI should defme ~ t s  ~nstrtut~onal posltlon, whether ~t continues operatlng as a 
promot~onal program for small and mlcro enterprrses or becomes a formal f~nanc~al 
lnstltutron subject to the regulat~ons of the Supermtendency of the F~nanc~al System 

For PROPEMI to malntaln long-term sustamable growth, rts portfolro must Increase 
suff~c~ently to reach a larger chentele 

To obtam better results from ~ t s  resources, PROPEMI should lnvest l ~ q u ~ d  excesses ~n 
low-risk, eas~ly recoverable bonds such as those ~ssued by the Central Reserve Bank of El 
Salvador and the Mmstry of Treasury as long as ~t does not v~olate any regulat~ons 

In order to obtam the frnanc~al resources needed to expand its loan pottfoho, PROPEMI 
should open agencles In the mam cltles of the country's Interlor, espec~ally where there are 
no formal bankrng rnstltutlons 

The management mformation systems should be adequate for the demands of the 
Supermtendency of the Frnanc~al System 

* 
0 Install PROPEMl's Fmancial lnformat~on System wrth FUSADES as soon as poss~ble, so that % 

PROPEMI does not depend upon the centrailzed mformatlon system ~t has 

- Install the Informatlon System (SINFIN) to handle fmancral mformat~on by programlcost 
center 

Gender 
PROPEMI must deslgn methodologies for attention of fam~ly enterprises, especially those 
adminrstered by women 

Tra~nrng and technical asststance must be offered accordmg to the needs and educat~on 
level of women 



Project Assistance Completion Report 
Final Report (English) 
Final Report (Spanish) 
Annexes (English) 
Annexes (Spanish) 

PROPEMI is one of the best financial NGO's in El Salvador; -an effort fhat 
maybe USAID should promote as a success .tory This is an NGO that took the 
challenge of starting provision of credit in areas considered 'High Risk 
Areas' Through the use of the right methodology, highly qualified personnel, 
development of proper management information systems, etc they were able to 
achieve the goal of successfully giving small and micro credits in the ex- 
conflictive zones 

According to their financial balances, they have reached sustainability and 
they are covering all their costs Additional funding may be appropriate to 
expand their portfolio due to the increasing demand for its services This 
may help them reach 8 long-term sustainability, avoiding the risk of leaving 
the institution on their own before this situation is permanent - 
They are still to decide if they will keep on being a financial program under 
-the FUSADES structure or if they are interested in becomang a formal financial 
institution Should they choose the second option, they have enough capital to 
do so 

FUSADES had no additional comments to the final report of the evaluation 

Ae a recommendation, in future Cooperative Agreemeats the difference between 
creating and strengthening jobs should be clearly made and the gender issue 
should be discussed since the beginning stages of design I 

No further assistance to WSADES is foreseen at the moment 


