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FOREWORD
 

THE PISCES PROJECT
 

The Dominican Development Foundation program is part of the PISCES

Project (Program for Investment in the Small Capital Enterprise Sector)

which has been funded by the Agency for International Development/Washington

since 1978 to explore the feasibility of direct assistance to tiny informal
 
sector enterprises.1 In its justification for the funding of PISCES the
Agency noted that from 30% to 60% of the urban labor force in developing

countries is comprised of informal sector activities and that in many
countries that percentage is increasing rapidly. 
 It also noted that informal
 
sector entrepreneurs are among the poorest urban dwellers and speculated whether direct assistance to the owners of these businesses, focusing on their

almost universal lack of access 
to credit at reasonable rates, lack of management skills, 
a hostile policy environment and exploitative relations with
middlemen and suppliers, might increase their income, employment and access
 
to services.
 

In Phase I of the PISCES Project twenty projects in sixteen countries
 
were studied and reported 2n, and the key elements of the most successful
 programs were synthesized. PISCES Phase II is 
now underway, and demonstration projects in five countries are currently being implemented and evaluated.
 

A major objective of PISCES Phase II is 
a detailed evaluation of the
demonstration projects that have been developed by the PISCES team in 
con-


IPISCES Phase I DS-otr-C-0013, PISCES Phase II AID-otr-C-1823.
 

2The PISCES Studies: Assisting the Smallest Economic Activities of the Urban
Poor, Ashe, Brown, Fraser, Hellinger, O'Regan, Tucker; Michael Farbman, Ed.
 
Available from: Office of Development Information and Utilization, Bureau

for Science and Technology, U.S. Agency for International Development, Wash
ington, DC 20253.
 

Other related PISCES pub' cations available from ACCION:
 

Asistiendo las Actividades Economicas 
a Pequeha Escala de los Urbanos Pobres
 
(a translation of "Synthesis and Overall Findings" in the PISCES studies)
 

Summary and Recommendations for Donors and Practitioners (available in English
 
or Suanish)
 

PISCES Phase II--The Solidarity Group Program of the Fundaci6n Dominicana del

Desarrollo with Technical Assistance from ACCION International/AITEC: The
 
First Eight Months (English or Spanish)
 

Making a Living in the Poor Barrios of San Jos6, Costa Rica: A Study of the

Informal Sector (English or Spanish)
 

Extending Credit to Urban Hawkers and Cottage Enterprises: Reaching Large
Numbers at Low Cost Through Credit Guarantee Groups (English or Spanish)
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junction with local institutions, and which are funded in part by local AID
missions. 
These five projects are located in the Dominican Republic, Costa
Rica, Bangladesh, Kenya and Egypt. 
The PISCES team is committed to reporting

on program results and methodologies so they can be transferred to other
 
countries.
 

Th prime contractor for the PISCES Project is ACCION International/AITEC.

ACCION is in charge of the technical direction of the project, the Latin American field work, and the synthesis of the study results. The African and Asian
components have been sub-contracted to the Development Gioup for Alternative
Policies and to Partnership for Productivity, respectively. All three agencies
are Private and Voluntary Organizations with considerable experience in small
 
enterprise development.
 



PART I
 

INTRODUCTION
 



THE DOMINICAN DEVELOPMENT FOUNDATION'S MICROENTERPRISE PROGRAM
 

The Dominican Development Foundation (DOF) is a private voluntary organ

ization founded in 1965 which has worked extensively in rural areas in the
 

Dominican Republic. The DDF became interested in an urban microenterprise
 

program in 1980, and AID approved funding for a feasibility study in early
 

1980 that clearly demonstrated the needs of the informal economic sector
 

in Santo Dominao.3 In May of 1981 PRODEME (Programa para el Desarrollo de
 

Micro-Empresas) was launched by the DDF with AID funding and the first loans
 

were granted in July 1981. Later the Inter-American Foundation, Appropriate
 

Technology International and Dominican sources also provided funds.
 

The program has two parts, a "microenterprise" component that reaches
 

small artisan manufacturers with 2-3 employees and a "solidarity group" compo

nent designed for hawkers and vendors and the smallest cottage manufacturers,
 

principally seamstresses. The microenterprise component was based on methodo

logies developed by ACCION In Brazil, Colombia and Mexico. The solidarity
 

group component transferred the effective methodologies developed by local
 

organizations in San Salvador and Madras detected in the PISCES Phase I
 

research.
 

3Estudio de Factibilidad: Programa de Micro-Empresas, Tomo I, II by Stephen

R. Gross, Fundacion Dominicana de Desarrollo.
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The solidarity group component
 

The DDF solidarity group component is based on ideas from two projects
 

identified in PISCES Phase I: the PRIDECO/FEDECCREDITO program in El Salvador
 

and the Working Woman's Forum in Madras, India.4 Both programs reached over
 

2,000 busiresses in less than two years, and were characterized by low cost,
 

high payback and highly motivated clients. A small paraprofessional staff
 

administered the programs.
 

Although they spanned two continents, both projects relied on similar
 

mechanisms to guarantee loans. 
 Credit groups formed by business owners col

lectively guaranteed loans which were used for the individual business needs
 

of group members. Inaddition, in the Iladras Working Woman's Forum, a 
Board
 

of Directors made up of group presidents reinforced the group process and
 

acted as an advocacy group for the needs of the women micro-business owners.
 

The PRIDECO/FEDECCREDITO program and the Working Woman's Forum demon

strated that project costs could be lowered through assigning the bulk of
 

responsibility to clients for promotion, selection, group formation and pay

back. This, in turn, fostered an 
important secondary effect of reinforcing
 

the skills and networks of friendship and commitment which led to: (1)the
 

exchange of information between business owners and (2)the creation of a
 

grassroots advocacy and service organization.
 

The DOF solidarity group component incorporates elements of both of
 

these successful programs and has as its objectives: "empowerment" through
 

group experiences that reinforce entrepreneurship and grassroots advocacy;
 

increasing income; and assisting large numbers of businesses at low cost.
 

4For complete descriptions of these programs see PISCES Studies, pp.162-192

and pp.141-148.
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The solidarity groups of the DDF program are autonomously formed informal
 

associations of 5 to 8 business owners who know each other well enough to
 

collectively guarantee the loan made to the group. 
 Seventy-three percent of
 

the solidarity group members are food and fruit vendors, 10% 
are collectors
 

of bottles and cardboard, and 17% 
are engaged in other activities such as
 

dressmaking, craft manufacturing, market vending, and running streetside stalls
 

As in the projects previously mentioned, loans are made to the group for the
 

purpose of improving the individual group members' businesses. Daily or weekly
 

loan payments from members are received by the group president, who makes
 

weekly payments at barrio-level meetings with DDF coordinators. All group
 

members are expected to attend the meetings, and a majority generally do so.
 

In addition, clients, largely on their own initiative, have organized an asso

ciation of solidarity groups--the Asociaci6n Dominicana de Tricicleros--an
 

important source of communication and support for program participants.
 

The microenterprise component
 

The microenterprise component was adapted from ACCION's experience with
 

larger informal sector businesses in Brazil, Colombia and Mexico. 
 The average
 

microenterprise client of the program has 2.6 full-time equivalent employees 5
 

and RD$5,147 total investment 6 . The objectives of the microenterprise com

ponent are limited to generating new income and employment and reaching large
 

numbers of businesses at comparatively low costs. There is little emphasis on
 

reinforcing communication and mutual assistance among clients through meetings
 

5Part-time employees are counted as one-half a "full-time equivalent."
 

61n 1981, US$1 was worth RD$1.20; currently US$1 is worth RD$I.48.
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or a group structure. Only small manufacturers and service providers are
 

accepted as clients, as it is believed that loans to commerces generally re

sult in expanded inventory, not new jobs.
 

As in the solidarity group component, participants promote the program
 

among other business owners they know; Foundation coordinators are not respon

sible for recruiting clients. After a business owner makes an initial phone
 

call or a visit to the Foundation, a coordinator is assigned. 
The coordinator
 

visits the business several times, often weekly, helps start a simple bookkeep

ing system, and prepares the client's loan application. After the loan is
 

approved, the coordinator continues the weekly visits to help detect problems,
 

check on loan repayment and provide further technical assistance in bookkeeping,
 

marketing and the effective manaqement of employees. Courses in bookkeeping,
 

marketing and costs are also provided.
 

The two components compared
 

The methodologies of the two components contrast sharply. 
The solidarity
 

group component reinforces collective responsibility through a highly partici

patory methodology, whereas the methodology of the microenterprise component
 

tends to emphasize one-on-one technical assistance and has limited solidarity
 

or associative objectives. Below, the methodologies of the two projects are
 

compared:
 

SOLIDARITY GROUPS 
 MICROENTERPRISE
 

Promotion 
 Production
 

* word of mouth--informal conversation 
 * word of mouth--informal conversation
 among friends, relatives and work-
 between project participants and
 
mates; 
 other micro-business owners;
 

e meetings to explain program are set 
 * response to announcements in news
up and run by beneficiaries, papers.
 



SOLIDARITY GROUPS 


Selection 


* consensual selection of group members 

who will share responsibility for 

loan payment. 


Mechanism 


e 	clients form their own credit groups 

of from 5 to 8 business owners; 


* group process is reinforced by
 
regular meetings of the solidarity
 
groups, in barrio-level meetings or
 
through the Association.
 

Assuring loan payback 


* group structure insures that those 

who do not repay will be pressured 

by other group members; 


@ 	if this fails, program coordinators 

can, as a last resort, repossess 

property purchased throunh the loan.
 

Management assistance 


e 	exchange of ideas about improving 

business practices occurs informally 

through conversations with group 

members and more formally in meet
ings of the Association.
 

Beneficiary's role in the program 


* clients can assume increasingly im-

portant roles inmeeting program 

goals: 


e membership
 
* informing others about the pro

gram
 
a taking an active role in the
 

solidarity group
 
* becoming a solidarity group


president
 
* participating more actively in
 

the Association
 
e assuming Association leadership.
 

MICROENTERPRISE
 

Selection
 

e 	suitability of client is determined
 
by the project staff through an
 
economic analysis of the business;
 

e loans are further guaranteed by
 

property, inventory or co-signers.
 

Mechanism
 

* 	one-on-one assistance to individual
 
clients.
 

Assurina loan payback
 

@ 	coordinators are advised of late pay
ments and visits are made to the
 
business;
 

@ 	if this is not sufficient, legal
 
procedures are carried out.
 

Management assistance
 

* program personnel teach clients how
 
to improve their businesses in one
on-one sessions or in formal cuurses.
 

Beneficiary's role in the program
 

* aside from clients' activity in pro
gram promotion and the courses,
 
their role is limited.
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SOLIDARITY GROUPS 
 MICROENTERPRISE
 

Most appropriate client population 
 Most appropriate client population
 
* very smallest businesses; 
 a larger shops of 2 employees or more;
 
e may be appropriate for larger 
 s probably not suited for the smallest
businesses but this needs 
to be businesses as cost per beneficiary
explored. 
 is higher and the supportive struc

ture of the group is absent.
 

As the two components of PRODEME are analyzed in the following pages,
 
these methodological comparisons help provide an urderstanding of the differ

ences in project outcome.
 

ACCION technical assistance
 

The role of the advisor to the Dominican Development Foundation, Stephen
 

Gross, was to transfer specific skills and information within a pre-defined
 
period, as 
is the case with any ACCION-assisted project. 
 When the Foundation
 

became interested in microenterprise development, he provided information on
 
both ACCION's microenterprise projects and on the PISCES reports on solidarity
 

group programs. Working closely with Foundation staff, he helped design the
 
two componentz of the project and develop the funding proposals, and was also
 
largely responsible for designing and carrying out the initial feasibility
 

study.
 

Since the program started, Mr. Gross took a 
major role in training
 
PRODEME personnel and providing feedback to the DDF through monthly reports
 
and frequent meetings. 
He also helped design the manuals and courses the micro
enterprise component is currently using. 
 In the initial months he worked side
 
by side with the PRODEME staff, but his role now is much less direct and he
 

will leave the DDF in September of this year.
 



-7-


Progress to date
 

In the 17 months since July 1981, when AID funds were first used for loans,
 

158 solidarity groups (with close to 1000 members) and 101 microenterprises
 

that currently have 263 full-time equivalent employees 7 have been assisted.
 

TABLE I
 

PROGRESS TO DATE
 

MICROENTERPRISE SOLIDARITY GROUP
 

# of Average

# of Total Average # of benefi- Total Average per

loans amount amount loans ciaries amount amount member
 

July-Dec 81 49 $110,600w $2,257 64 418 $120,675 $2,010 $289
 

Jan-June 82 14 
 32,962 2,354 40 236 67,881 1,697 288
 

July-Dec 82 38 90,213 2,374 54 
 324 87,333 1,617 270
 

TOTAL 101 $233,775 $2,314 158 978 $275,909 $1,745 $282
 

*All money is in RD$.
 

In the solidarity group component approximately 100 other groups have
 

been formed by beneficiaries and, althouqh some of these groups have failed,
 

many applied for loans. In the microenterprise component a total of 300 busi

nesses have received some assistance from the program ranging from receivinq a
 

loan, receiving one or more visits from coordinators, and/or attending one or
 

more micro-business training courses.
 

Evaluation of PRODEME
 

A comprehensive evaluation of PRODEME was initiated as part of PISCES
 

Phase II activities, focusing mainly on the solidarity group component, but
 

also, more recently, including the microenterprise component. The monitoring
 

7Part-time employees are counted as 1/2 a full-time employee.
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system was built into the program in September 1981. In October 1981 an
 

initial report reviewing the first months of the solidarity group component
 

was submitted to AID by Susan Sawyer, who had conducted a participant-observa

tion study and interviewed program participants in their workplaces, in their
 

homes, and at barrio-level meetings. 8 InApril of 1982 a 
second evaluation
 

focusing on project methodology was completed.9
 

In September 1982 the more comprehensive investigation described here
 

was completed with the assistance of Dominican university student-researchers
 

and PRODEME coordinators, Interviews were completed with 120 program partici

pants from randomly selected solidarity grouos, including both quantitative
 

and open-ended questions. In addition, structured interviews were carried
 

out with solidarity group presidents. 
 Finally, the solidarity group coordinators
 

for PRODEME completed a rating sheet on each solidarity group they were assist

ing.
 

Interviews for the microenterprise component of the project were completed
 

with the 50 clients who had received their loans more than six months earlier.
 

A "control group" of businesses, who had joined the pronram but had dropped out
 

before receiving a loan, was also studied. 
These businesses were similar to
 

the businesses receiving loans in terms of sales, type of economic activity
 

and the date they first made contact with the program. Employees of the micro

enterprises that had received a loan were also interviewed.10
 

8PISCES Phase II-The Solidarity Group Program of the Fundaci6n Dominicana del
 
Desarrollo with Technical Assistance from ACCION International/AITEC: The

First Eight Months (and project update) by Susan Sawyer.
 

9"Extending Credit to Urban Hawkers and Cottage Enterprises: Reaching Large

Numbers at Low Cost Through Credit Guarantee Groups," by Jeffrey Ashe.
 

1OThe questionnaires and complete set of tables are available in "Tomo II"of
 
this report.
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This is an interim evaluation. An in-depth anthropological study of the
 

process of change engendered through the solidarity group component of the
 

program will begin in March 1983. A final evaluation of the project will
 

be completed in the fall of 1983, and will be one of the five case studies
 

presented as the final document of PISCES Phase II.
 



PART I I
 

THE SOLIDARITY GROUP
 

CO!PONENT 



-11-


HISTORY AND METHODOLOGY OF THE PROGRAM
 

The sector reached by the program
 

The principal beneficiaries of the solidarity group program (83% of the
 

groups) are tricicleros, men who pedal heavy cargo trikes through the streets
 

of Santo Domingo selling fruits and vegetables and prepared foods, or collect

ing bottles, cardboard and scrap metal. The triciclero, like the rickshaw driver
 

in Asia, rents his triciclo from an agency. The rental fee ranges from RD$l.25
 

to RD$1.50 a day. Rented triciclos are usually in poor repair and it is common

place for tricicleros to be in debt to the agency, paying loans with high daily
 

interest rates. Tricicleros aspire to owning their own triciclo and work

ing independently, not only to save the rental payment, but to liberate them

selves from dependency on the agencies.
 

The remaining 17% of the solidarity groups are made up of seamstresses
 

and food vendors, who are mostly women. 
This group needs working capital to
 

purchase the food they sell or the material they make into clothing.
 

The first test group
 

The first test solidarity group, "Los Cumplidos" ("those who are responsi

ble"), made up entirely of tricicleros, was funded in December 1980 using
 

Dominican Development Foundation funds. The terms were the same for all the
 

triciclero loans that have followed: 
 a RD$300 loan to each individual group
 

member for the purchase of a new triciclo and for RD$25 of working capital
 

to be repaid in 52 payments (RD$7.20 a week). A 24% interest rate was charged-

RD$72.00 for an RD$300 loan.
 

The triciclero's daily payment of RD$1.20 represented an immediate savings
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of up to RD$.30 a day over the fee charged by the rental agencies so, not
 

surprisingly, tricicleros flocked to the new program. 
Between December of
 

1980 and May of 1981 the first group had organized 18 new triciclero groups
 

on its own initiative. 
The framework was also created for a triciclero Asso

ciation, with the goals of encouraging the formation of new groups, forming
 

a grassroots advocacy organization, and providing services.
 

The first evaluation 

By the time of the first project evaluation in September 1981, 85 trici

clero solidarity groups had been organized with 600 members and loans had been
 

approved for 62 of these groups. At that point, there had been no late pay

ments--a great source of pride for the fledgling triciclero Association.
 

The second evaluation
 

By the second evaluation (April 1982) several working capital loans of
 

up to RD$300 had been granted to seamstresses and market vendors, but the bulk
 

of the loans still went to tricicleros. Between evaluations several problems
 

had emerged. Although 80% of the loan payments were still 
on time, late loan
 

payments were a persistent problem. In addition, a few tricicleros had sold
 

their triciclos for ready cash, a few group presidents had misused the quotas
 

entrusted to them, and in a few groups distrust was so great that individuals
 

demanded to pay their loans separately instead of through the solidarity
 

group president.
 

A careful examination of the program showed that in their desire to get
 

their loans, many of the original groups had been formed by their members
 

too quickly. Some group members did not know each other very well, and a few
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were not even business owners. 
 Some did not live in the same barrio or even
 

in neighboring barrios, which made loan collection difficult for group presi

dents. It also became evident that many participants did not fully understand
 

the program, particularly the need for 100% payback.
 

In an effort to deal with these problems, a more realistic balance was
 

struck between the role of staff and the role of the clients. The Foundation
 

decided it would maintain the ownership of triciclos until the last payment
 

was made, thus making it more difficult to sell or pawn triciclos. The policy
 

of paying the loans at the Foundation's headquarters was also abandoned, and
 

loan repayments at the barrio-level meetings were re-instituted.
 

This was also when the directors decided to require all prospective soli

darity groups to pass through a two-evening, 4-hour training course before
 

they were accepted as loan candidates. Previous solidarity groups often had
 

little knowledge of what joining the program entailed, so the zraining course
 

was designed to acquaint them with the DDF and the program procedures and
 

expectations.
 

The methodology that has evolved out of these circumstances will be
 

described here since it probably reflects a 
more workable and replicable
 

model than the earlier, less successful, methodology.
 

Current program methodology
 

The first step of the methodology--promotion and group formation--has
 

been in the hands of the clients since the beginning. By taking this respon

sibility clients become "owners" of the program. The assumption of responsi

bility by clients has been one of the major built-in incentives of the soli

daity groups, and much of the low cost and rapid growth of the program is
 

attributable to this factor.
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Once the groups are formed, the DDF coordinator gives the two-part
 

course on the program and requirements for membership in a solidarity group.
 

Courses are generally held for four groups of "aspirantes" ("pre-members") at
 

a time.11 Those not qualified or not sufficiently interested drop out, and
 

the 	remaining individuals recruit new members, who must also attend the
 

same 	course.
 

By the end of the course the coordinator knows the group. A president
 

is elected by the members, and the group is registered. The group must then
 

attend the barrio-level meetings for one to two months, where the PRODEME
 

coordinators provide further orientation and training, before they apply for
 

credit.
 

After this waiting period the coordinator fills out the loan proposal
 

and the group is checked by the DDF credit analyst who verifies that all the
 

group members know each other, that they come from the same or neighboring
 

barrios, and have been business owners for at least one year. 
The loan pro

posal then goes to the credit committee where it is generally approved and
 

checks are disbursed to the companies who manufacture the triciclos. In the
 

case of working capital groups a check is given to the solidarity group members.
 
For the tricicleros, once the loan on 
the triciclo has been turned over,
 

weekly payments begin and coordinators follow up vigorously on 
late payment
 

problems. If an individual in a 
group does not make a loan payment for eight
 

weeks, the possibility of repossessing the triciclo is discussed with him.
 

Repossession is a last resort and occurs only after consultation with the
 

group president and one or more meetings with the solidarity group. In gen

eral, the members' sense of responsibility to the group reinforces the program's
 

emphasis on prompt repayment.
 

lIThese courses are held at the barrio level, and meetings with solidarity

groups of that geographic area are 
held 	weekly with the DDF coordinator.
 
There are 6 barrio-level meetings held in different parts of the city.
 



Program staffing
 

The program staff now consists of five full-time "coordinators" (two who
 

have only been recently hired) and a supervisor--all young, highly committed,
 

university-trained economists or economics students. 
 The coordinators orient
 

and train new groups, prepare credit proposals, collect weekly loan repayments
 

and troubleshoot groups that are having difficulty with loan repayments. 
 In
 

addition to the five coordinators and the supervisor the solidarity group
 

component also requires an estimated 40% of the PRODEME credit anal.vst's time
 

and 40% of the PRODEME director's time.
 

Incentives for client participation
 

Before entering into the analysis of the study results, it is important
 

to reflect on the factors that promote a well-functioning program of this type
 

The success of the solidarity group component largely depends on client parti

cipation, which is fostered at each step of the program by building the neces

sary incentives and controls into the methodology.
 

* First, the program addresses a strongly-felt need. The possibility of
 
owning one's triciclo or receiving a working capital loan is a
 
powerful motivating force.
 

e Second, the program has well-focused goals. It is perceived by the
 
beneficiaries as "do-able," and is easily explained by program clients
 
to their co-workers.
 

e Third, forming and joining a solidarity group requires hard work, risk
taking and repeated meetings, all of which reinforce the commitment of
 
the group to the program. There are also Association meetings whose
 
ideology emphasizes mutual help, individual advancement, responsibility
 
to the program, and being part of a movement.
 

* 
Fourth, positive feelings about the program are sustained after a
 
member receives the loan, because an immediate increase in prestige,

independence and income isexperienced. Furthermore, group cohesion,

which might be expected to lessen at this point, is maintained through

the loan repayment process whereby an entire group is immediately

penalized if individual group members do not pay. Participant interest
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is also reinforced through offering the possibility of a second loan
and through the discussion of a range of relevant issues at Associa
tion meetings--community involvement, organizing to protect basic
 
rights, etc.
 

0 Fifth, the minority of PRODEME project beneficiaries who have
the ambition and an understanding of the program's transforming role
in the community can progress through a 
kind of internal "career

ladder", moving from group member to program advocate to solidarity
group president to Association leadership, thus increasing their
level of interest, commitment and participation in the program. The
active involvement of this minority is essential for the dynamic

expanion of the program.
 

The solidarity group mechanism has proven to be more efficient in 
terms
 

of project costs than traditional programs where staff members assume dominant
 

roles. 
 Because group members form strong commitments and alliances when
 

organizing to receive their loans, itmay also have greater social 
impact.
 

Association meetings reinforce that process and facilitate the development
 

of skills, attitudes and mutual. support necessary for creating an effective
 

grassroots organization and encouraging entrepreneurship.
 

THE RESULTS OF THE STUDY
 

Characteristics of the solidarity group members
 

As described earlier, members of solidarity groups select themselves to
 

join the program and are selected by other members--either because they are
 

friends, relatives, or at least see each other at the market; they are 
also
 

perceived as trustworthy.
 

Below, the most important personal characteristics of the triciclero
 

and working capital groups are profiled:
 



-17-


Tricicleros Working capital loan recipients
 

Is working as a vendor principally of Is working as a sidewalk vendor, a
 
fruits and vegetables or as a collec-
 market stall holder or a cottage artisan,
 
tor of bottles, cardboard or metal. most likely a seamstress.
 

Is a male head of household (there are Is a female head of household: 3/4 of
 
no female tricicleros): 88% are heads the working capital loans are to women
 
of households averaging between 5 and business owners. Of these, 58% are 
heads
 
6 members. 
 of households and 15% are wives; the
 

rest are other adults living in the
 
household. Of the men, 75% are heads of
 
households. Households average between
 
6 and 7 members.
 

Average age 30: virtually none are over Average age 38: three-quarters are be
50; peddling a heavily-laden triciclo tween 21 and 50.
 
through the streets of Sto. Domingo is
 
work for the young.
 

Is poorly educated: average 4 years. Is poorly educated: average 4 years.
 

Is an immigrant to Sto. Domingo: only Is an immigrant to Sto. Domingo: only

4% were born in Sto. Domingo. 5% were born in Sto. Domingo.
 

Is a long-term urban resident: average Is a long-term resident: average 14
 
9.6 years. Only 18% have been in Sto. 
 years. Only 2% have been in Sto. Domingo

Domingo 3 years or less. 3 years or less.
 

Has lived in the barrio for several Has lived in the barrio for several
 
years: average 5.5 years. years: average 6.5 years.
 

Works long hours and is experienced: Works lona hours and is experienced:
 
a triciclero's work week averages 48 the work week averages 47 hours over 6
 
hours, 6 eight-hour days. They have 
 days. They have worked at their current
 
been tricicleros for an average of 5.3 occupation for 8.7 years.
 
years.
 

Persons who join the program are by and large the heads of established
 

families; only rarely do young adults starting an economic activity join the
 

program. Solidarity group members have also lived in the 
area long enough
 

to be known by their neighbors. They are hard-working, and the viability of
 

their businesses and their commitment to them has been tested over several
 

years.
 



Sources of family income
 

Since working capital loan recipients are nearly a decade older than the
 

tricicleros, they are more likely to have working children, and since three

quarters of them are women, they are more likely to have a spouse who supplies
 

income than are the male tricicleros. Therefore, the structure of family in

come between the two groups differs markedly:
 

TABLE 2
 

*SOURCES OF FAMILY INCOME
 

SOURCE OF INCOME TRICICLEROS WORKING CAPITAL 

Spouse of owmer 6% 46% 

Another family member 13% 32% 

Secondary employment of owner 2% 19% 

Other source of family income 2% 17% 
(mainly renting rooms) 

Compared to the tricicleros, the working capital loan recipients are
 

8 times more likely to have a spouse that is working, 2.5 times more likely
 

to have another family member earning an income (generally a child over 15
 

years old.), 
9.5 times more likely to have a secondary source of employment and
 

8.5 times more likely to rent out rooms or have another source of family
 

income.
 

The average daily family income of a triciclero is RD$11.17; of that
 

income 95% 
is derived from the owner's business. For the families of working
 

capital groups, family income averages RD$12.18, of which 65% is derived from
 

the owner's business. Seventy-five percent or more of family income is earned
 

by the business assisted by the program in nearly 9 in 10 of the families of
 

tricicleros and in 
over 4 in 10 of the families or working capital recipients.
 



-19-


TABLE 3
 

rc.rCENTAGE OF FAMILY INCOME DERIVEu PKUM bUbINU.b 

PERCENTAGE OF TRICI- WORKING
 

TOTAL FAMILY INCOME CLEROS CAPITAL
 

75% - 100% 87% 42%
 

50% - 74% 9% 
 14%
 

25% - 49% 4% 
 18%
 

0% - 24% 
 0% 26%
 

The greater age and income of the working capital loan recipients
 

is reflected in the total value of their assets, including their homes, house
 

lots and domestic appliances. For the working capital groups, assets average
 

RD$3,258; for the tricicleros RD$1,638. While a somewhat greater number of
 

tricicleros than working capital group members own houses and lots,. the homes
 

of the working capital group are inbetter, more established sections of the
 

city. Over half of the working capital group members have a 
TV and a refriger

ator; 
these percentages for the tricicleros are 26% and 9% respectively.
 

Impact of the solidarity aspect of the project
 

Since a key element and objective of this type of project is "solidarity,"
 

the degree of the members' participation in the project and interest in the
 

solidarity aspects was checked according to several factors:
 

@ Would clients prefer future loans to be granted on a group or individual
 
basis?
 

e Would they like to take out a second loan with the same group?
 

* Do they feel participation in the solidarity group and the Association
 
has been of direct assistance to their businesses?
 

* How actively do they participate in project activities?
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* 
What are the activities of the solidarity groups in addition to
 
collecting the loan quota?
 

e Has a cadre of experienced, committed solidarity group presidents been
 
created that is willing to continue the leadership role?
 

* 
What is the importance of the Dominican Association of Tricicleros?
 

* Has participation in the program led to 
increased community partici
pation?
 

@ What have been the problems in developing solidarity within the program?
 

The achievements of the program within those areas mentioned above have
 

been impressive. They are especially impressive when one considers that only
 

6% of the tricicleros and one-fifth of the working capital group members belong
 

to any other type of organization.
 

They prefer group loans over individual loans
 

Early in the interview this question was asked:
 

Two people are talking. One says, "Solidarity groups and the Association
 
are a good thing; one feels support from the group."
 

The other one says, "It's not worth the trouble. Itwould be better to
 
take out a loan by myself."
 

Who do you agree with more?
 

Six in ten interviewed said they agreed with the first statement more than
 

the second.12 
Reasons for preferring the group loan included solidarity with
 

others (the category in which most of the responses clustered) and receiving
 

help from other group members in pdying the quotas. Those who preferred in

dividual loans complained of the irresponsibility of some group members (most
 

of the responses) and poor leadership (a few).
 

12Numbers of responses to open-ended questions are based on 
a content analysis
of responses. Quotes are taken directly from the interviews.
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This . why some preferred a group loan:
 

* "Inthe group one feels more responsible."
 

* "If I can't pay, the group will help me."
 

# "I can talk to others and learn more than I know now."
 

* "I feel supported, and this gives me more self-confidence." 

* "Inmy group I feel more enthusiastic and more committed."
 

Those who would prefer an individual loan gave these responses:
 

0 "The group I am in isn't trained to keep together and to take on
 
responsibilities." 

* "Ina group there are always some who take advantage of others." 

4 "I don't want to bust my head with other people's problems." 

They would prefer taking out a second loan with the same group
 

Another indicator of interest in the program is a desire to take out a
 

second loan. Most would like to (more than 8 in 10). More telling, as far
 

as solidarity is concerned, iswhether they would be willing to take out a
 

second loan within the same group. Despite the problems, 74% would prefer
 

to take out a loan with the same group, 24% with some members of the same
 

group, and only 2% would prefer to take out their loan with another group.
 

These responses indicate that commitment to their groups may override problems
 

of divisiveness.
 

Participation in the solidarity group and the Association has been of
 

direct assistance to their businesses
 

Asked whether participation in the solidarity group and the Association 

had helped their businesses "a lot," "some," "a little," or "not at all," 

62% of the tricicleros and 52% of the working capital group members said 
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"a lot." In both groups a quarter of the members thought that the program 
had not helped their businesses at all. The rest said the program had helped
 

out "some" or "a little." 

An analysis of the 
reasons the solidarity group and the Association
 

helped their business led to an understanding of its importance: 

* 1 received my triciclo or my working capital loan because 
of the group. 

(43%) 

e We loan each other working capital when we need it. (20%) 

s We are united, we help each other out (not specified how). (14%) 

# With them I feel part of a group. (13%) 

a Other reasons--the members gave me good advice, we work 
together now, etc. 

(0/1) 

The 25% who thought that the solidarity group and the Association
 

were of no use to their businesses said they "never had to call on anyone
 

to help them," or that "there was no mutual assistance, only divisiveness,
 

In the group."
 

A majority participate actively in the program
 

How wide-spread is this participation? 
 Isactive program participation
 

limited only to a minority, or is participation more broad-based? Those inter

viewed in September 1982 gave these responses (many may have participated in
 

more 
than one category of activities):
 

# Had recruited others for the program 
 (52%) 

* 
Attend the barrio-level meetings "always" or "frequently" (46,10)
 

* Is in a group that meets "frequently" to share ideas and 
 (334)

problems
 

s Is in a groui that "helps each other out a lot" 
 (33%)
 

* 
Has helped in the formation of new solidarity groups (18%)
 

* 
Has been a president of a solidarity group 
 (18%)
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More than half nf tha orogram participants, then, are actively involved in
 

the program, either intensively, such as by being the president of a solidarity
 

group or forming a new solidarity group, or less intensively, through attending
 

the barrio-level meetings.
 

The solidarity groups are active and 
serve many functions in addition to
 

collecting the loan quota
 

Solidarity group presidents report the following as activities of their
 

groups (percentages are the proportion of presidents who report these activities
 

in their group):
 

* Collect the loan quota 
 (100%)
 

* Advise each other on improving businesses (90%)
 

* Recruit for the program 
 (80%)
 

* Help form new solidarity groups 
 (70%)
 

* Attend the weekly barrio-level meetings (65%)
 

* Help out with a group member's business (45%)
 

@ Help pay the loan quota of a group member (30%)
 

e Take trips or have parties 
 (30%)
 

e Have an emergency fund within the group 
 (10%)
 

The number of groups that provide business advice to each other or help
 

out in a member's business underscores how the group mechanism encourages the
 

exchange of information on what, where and how to buy and sell. 
 Since this in

formation is provided by peers, the likelihood that it will be relevant to their
 

immediate needs is high. The results also show that members of a large number
 

of groups are actively recruiting members or forming new groups, showing their
 

degree of commitment to the "movement" they are creating.
 



-24-

A cadre of experienced, committed solidarity group presidents has
 
been created that is willing to continue its leadership role
 

Being the president of a solidarity group is a unique opportunity for
 

taking a leadership role and for personal growth. When asked what they most
 

liked about being a solidarity group president, these comments were typical:
 

0 "I've been able to gain the respect of the group."
 

* "What was most important to me was the commitment ('compromiso') I made
 
to represent them and to insure that the loan was paid back."
 

a "I've learned a lot. I've had new paths open up to me."
 

On the other hand, when asked which part of being group president was
 

the most difficult, they spoke frankly and openly, mostly about collecting
 

the loan quota:
 

* 
"To me the hardest thing was that the group had promised to pay up

and they didn't. I had to keep after them ('andar detrds') so that
 
they would pay."
 

* 
"At times I had to say some hard things ('cosas duras') to some members
 
to get them to pay up."
 

Despite the problems, did the rewards of the more responsible role out

weigh the difficulties? Overall, two-third said yes, they would be group
 

presidents again, and one-third said no.
 

Why would they be willing to do it again?:
 

* "I'm a man who is willing to fight. I'm ready to rebuild my group

and make it work."
 

* "The men in my group are serious. Up to now I haven't had any
 
problems."
 

* "The women in my group have 'solidaridad' with me and with the pro
gram. We are united and we live right next to each other ('patio a
 
patio').
 

* "I like to work with others. I've had experience with this kind of
 
responsibility before."
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What about those presidents who wouldn't do it again?
 
* "There are too pany problems. Now the group is divided, some have
 

paid off their loans individually and some still haven't paid."
 

* "I haven't liKed anything about it! ('No me ha gustado nada!')"
 

rhese group presidents were apparently overwhelmed by the problems the
 

group presented them.
 

The members, on their own initiative, have founded the Dominican Associa
tion of Fricicleros
 

0 

As soon as the initial solidarity groups were formed, the loan recipients
 

began to think in terms of an organization greater than the individual soli

darity groups, a natural outgrowth of the first barrio meeting where group
 

presidents and members came to pay their loans and to meet each other. 
 By the
 

timo of the initial evaluation in August 1981 the informal leaders of the effort
 

had already taken an active role. 
 One of the first projects was taking a col

lection to pay for a 
stolen triciclo, and these leaders effectively supported
 

solidarity group presidents in encouraging the groups to make loan payments.
 

By April 1982 the directorate was elected, representatives at each of
 

the barrio-level weekly meetings were chosen, and the first draft of the internal
 

regulations of the Dominican Association of Tricicleros was written by the
 

leadership. There was considerable discussion among group members of the role
 

the Association should take and the consensus was that an emergency loan fund
 

should be created so that, for example, a decent funeral for Association members,
 

their wives, or children could be provided. The fund would also provide for
 

family emergencies--especially in case of sickness. 
 The Association leadership
 

also agreed to visit the prison if any of their members were put in jail.
 

By the end of September 1982 the loan fund had grown to more than RD$2,OO0,
 

strictly from contributions by the members, and the first emergency loans were
 

granted. Now there is a committee to visit the sick, and 20 loans ranging from
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RD$4 to RD$35 have been approved and disbursed. Emergency fund loans are
 

normally approved in a day. The Association has its own meeting place whose
 

rent is paid for by an RD$.IO entrance fee charged to program members.
 

In keeping with its "empowerment" goals, the Foundation's assistance
 

to the Association is limited to setting up a bookkeeping system and making sure
 

that funds are accounted for.
 

There has been an increased particioation in community improvement efforts
 

One hope of the.project was that participation in the activities of the
 

solidarity group and the Association would lead program participants to take
 

a more active role in the community. Loan recipients were asked if they were
 

currently members of a community organization, whether they had participated
 

in community improvement projects the last year, and if they belonged to any
 

other organization in addition to the solidarity group.
 

TABLE 4
 

COMMUNITY PARTICIPATION
 

MEMBER OF A PARTICIPATED BELONG TO
 
COMMUNITY 
 IN COMMUNITY ANOTHER
 

ORGANIZATION PROJECTS LAST YEAR 
 ORGANIZATION
 

Before Sept. Before Sept. Before Sept.

loan 1982 loan 
 1982 loan 1982
 

TRICICLEROS 4% 4% 
 4% 19% 6% 8%
 

WORKING CAPITAL 10% 6% 
 9% 21% 21% 21%
 

The results in the table above underscore the extremely low level of
 

particioation in any type of organization. 
The increase in participation in
 

community improvement efforts shows an 
inportant new orientation of group
 

members to the community they live in.
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What are the problems in developing group solidarity?
 

Developing solidarity within the program has not always been successful,
 

as some of the quotes in the previous section make clear. The first months
 

of the program, however, were exciting, almost euphoric. Payments were
 

100% on time, and the formation of new groups proceeded rapidly. Then pay

back problems began to occur. With so many pressing needs--a sick child,
 

money lenders who were more demanding in receiving their payment--repaying
 

the loan to PRODEME became a secondary priority for many members. As repay

ment became a problem, divisiveness emerged in the groups and the group
 

presidents and coordinators had to spend more and more time pressuring members
 

to pay.
 

To measure the effectiveness of the solidarity group mechanism, in Sep

tember 1982 program coordinators were asked to rate all the groups they worked
 

with on a scale of 1 to 5: 
 1 = "has serious problems"; 2 = "has problems";
 

3 = "average"; 4 = 
"better than average"; or 5 = "one of the best." Triciclero
 

groups were divided into categories according to the number of months they had
 

a loan to determine when problems in the groups tended to occur. 
Working
 

capital groups were not divided into categories because there were too few of
 

them. The results were as follows:
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TABLE 5
 

COORDINATORS' OVERALL RATING OF SOLIDARITY GROUPS
 

Before First months 
Date loan received the loan of the loan Now 
July-Sept. 1981 4.92 4.31 2.22 

Oct.-Nov. 1981 4.31 3.71 2 16 

Dec. 1981-March 1982 4.87 4.13 3.26 

April-Sept. 1982 4.50 4.00 3.72 

Working capital 4.00 4.00 3.63 

All groups 4.52 4.03 2.99 

When they first received the loan, groups in all categories were rated
 

between "one of the best," and "better than average." In September 1982, groups
 

who had had loans for ten months or more (the first two categories) were rated
 

as "a group with problems." 
 For the groups with loans less than ten months,
 

who had been exposed only to the new program methodology that included train

ing courses and more stringent qualifications for membership, the rating was
 

between "average" and "better than average." Because of these changes in
 

methodology it is likely that the newer groups will not have as severe prob

lems as 
the groups assisted earlier. This will be assessed in the final
 

project evaluation in the fall of 1983.
 

What are the groups' strengths and weaknesses from the coordinators'
 

perspective? 

Positive aspects of thegroups
 

I Seventy-one percent of the groups are considered to have strong leaders,

and 14% as having weak leaders. The percentage with strong leaders
 ranges from 2/3 of the "old groups" 
to nearly 3/4 of the "new groups."
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e The promoters rate half the solidarity groups they worked with as

having "good solidarity." Three in ten of the "old groups" (over 10

months) are ranked high on this indicator, as opposed to 6 in 10 of
 
the "new" ones (under 10 months).
 

s lutual support is an important effect of the solidarity groups: members

help each other out informally in various ways--such as by giving

advice as to where to buy merchandise at low cost or which streets
 
are the best to work on, or by lending money--making their groups more
 
than just loan-collecting entities. Seventy-seven percent of the group

are given either a high or intermediate rating on this point, and in

23% there is little help provided among group members. Once again,

the "old groups" help out among each other less than the "new groups":

63% compared to 87%.
 

@ A third of the groups meet among themselves frequently (at times other
 
than their weekly barrio-level or Association meetings) to share ideas

and problems; a fifth of the groups meet from time to time. Among the

tricicleros, only 11% of the groups who have had their loans for more

than 10 months meet frequently, compared to 46% of those who have had
 
their loans for less than 10 months.
 

* Overall, one-fifth of the solidarity groups are active in the barrio
level meetings held weekly in six locations in the city. Another fifth
of the groups were rated as inactive. Once again, the difference in

the time that the tricicleros have had their loans isquite signifi
cant: 6% of those groups which have had their loans for more than 10

months are active compared to 34% of those who have had their loans
 
for less than 10 months.
 

Negative aspects of the groups
 

* Almost all (85%) have had one or more late payments: 100% of the "older
 
groups" have had late payments, compared to 80% of the newest ones.
 

s In a third of the triciclo groups it has been necessary to either
 
repossess a triciclo or remove a 
member and give his triciclo to a
 
new member who then takes over the debt. This has occurred in 56% of
 
the old groups and in 6% of the newer groups.
 

@ Ina third of all the groups there are major divisions; this makes up

46% of the "older groups" and 3%of the 'new" ones. 

* A problem representing serious consequences 
to the program is selling

or pawning triciclos. Once the triciclos are sold the members have

little interest in paying their loans, and once they are pawned they

can't be used to generate income. In a quarter of the triciclo groups

there have been one or more members who have sold or ;)awned their
 
triciclo. This occurred in A6% of the older groups and in only 11% of
 
the newer ones.
 

e One quarter of all the groups were rated to have ineffective leadership,
a third of the "old groups" and a fifth of the new ones.
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9 In 28% of the groups individual payments for the loans have been

arranged for one or more group members, rather than collective pay
ment--a serious violation of the solidarity concept. This percentage

ranged from 49% of the "old groups" to 3% of the new ones.
 

At the end of the interview the coordinators were asked whether the
 

group, with the membership it now had, should be a 
candidate for a second loan.
 

Overall they feel that 57% of the groups would be good second loan candidates.
 

Of the tricicleros, 38% of the earlier groups are considered good loan candi

dates compared to 72% of the newest groups. 
 For working capital groups the
 

percentage is 83%.
 

The perceptions of coordinators are similar to those of group presidents.
 

A little over half (55%) of the presidents expressed interest in taking out a
 

second loan with the same group members. This percentage would probably be
 

higher if there were a 
mechanism for removing unreliable members. The words
 

of those presidents who didn't want another loan with the same group make clear
 

what some of their reasons were:
 

* "I wouldn't do it with this group because we've had problems paying
off our loan." 

* "We don't have 'confianza' ('mutual trust') as a group."
 

I "We don't want to have any more problems. We want to be free of this
 
responsibility."
 

The emerging problems described in this section do not detract from the
 

solid accomplishments of the program. 
A viable grassroots organizational base
 

has been created, and there is a high degree of commitment to the developmental
 

process among a significant number of participants. These findings do, however,
 

throw into question certain aspects of the program's design. Itmay be that
 

one-year loans to people whose credit needs have traditionally been met on a
 

weekly or daily basis from money lenders may be too long-term. To many, 52
 

weekly payments seem to stretch interminably. Smaller short-term loans should
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be considered and, once these are paid successfuly, a second loan should be
 
immediately available. Unreliable members could be removed from the group after
 

each loan is paid. 
 These suggestions will be discussed in the recommendations.
 

Has the program resulted in increased income?
 

One fundamental goal of the program was 
to see if a loan received within
 

the framework of a supportive group environment would lead to increased income.
 
For this purpose data on 
income collected when the loan recipients entered
 

the program was compared with income levels in September 1982.13
 

Before presenting the results, however, they should be placed within the
 

context of the Dominican economy. 
 In a healthy economy, increases in business
 

income could be attributed as much to an expanding market as to a loan program.
 

Similarly, declining or stable business income may reflect in part a 
contract

ing market and a declining economy, .inwhich case a loan program may shield
 

its beneficiaries from an even greater decrease in income. 
 Since 1980 the
 

Dominican economy has been in a period of recession, and the income figures
 

of this study should therefore be seen against this backdrop.
 

To see to what degree the declining Dominican economy in the last two
 

rears 
has affected the street economy, recipients were asked three questions:
 
(1)Has the economic situation in the country made it harder or easier to earn 

nore? 
 (2)Have your costs increased or decreased? (3)Have your sales in

:reased or decreased? 
These were the results:
 

* 88% of the tricicleros and 73% of the working capital group members

agreed that economic conditions made it difficult to earn more;
 

# 97% of the tricicleros and 91% of the working capital group members
agreed that the cost for the items they are selling are higher now;
 
e 67% of the tricicleros and 52% of the working capital group members
report that they are selliig more now, but because of rising costs a
majority are earning less now than when they entered the program.
 

13For a full analysis of income figures see "Tomo II"of this -'eport.
 



-32-


The random sample of groups representing 120 beneficiaries of the
 

program showed these changes in income generation:
 

TABLE 6
 

CHANGES IN DAILY INCOME
 

Average 
before loan 

Average 
now 

Difference 
RD$ $ 

Tricicleros RD$l0.57 8.91 -1.66 -16% 

Working capital RD$7.70 7.45 -.25 -3% 

Average total RD$9.32 8.19 -1.01 -11% 

The figures show that income has decreased ll%.14 This data corresponds
 

fairly closely to the loan recipients' perception of whether they are earning
 

more now than before. Of the tricicleros, 44% perceive they are making more
 

money than when they entered the program, 47% feel they are earning less, and
 

3% feel they are earning the same. For the working capital groups these per

centages, once again reflecting the income figures rather closely, were: 57%
 

earning more, 32% earning less and 5% earning the same.
 

That the aggregate income had decreased between loan disbursal and
 

September 1982 was surprising, as the April 1982 study of the first 42 trici

cleros showed that average income had increased from RD$7.91 to RD$12.82, or
 

62%. Either conditions in the Dominican economy have deteriorated rapidly in
 

the intervening months or the first groups were somehow different in terms of
 

motivation or entrepreneurial skill.
 

14The program coordinators feel that the decrease in income ismore apparent
than real. They explain it this way: "They over-represent their income when
 
they enter the program to get accepted, and they under-represent it now to
make a case for not paying the loan." Another problem is that the figures
 
may be inaccurate because the recipients keep no books or records and must
 
rely solely on memory.
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Are the members of the program better off because they joined the proaram?
 

Despite the overall decrease in income for the tricicleros and working
 

capital recipients studied in September, are members of the program better
 

off than they would have been if they had not joined the program? For the
 

tricicleros the answer is clearly 'yes'. 
 Once they own their triciclo,
 

their annual net earnings will increase by the amount of their yearly rental
 

fees, or RD$468 (16%). Even if the triciclo is sold, the RD$200 that it will
 

bring could help cover a major family emergency, obviating the need to 
use
 

money lenders.
 

Additionally, some tricicleros are cutting operating costs in other
 

ways: 17% keep their triciclos at home, saving RD$.20 a day in garage fees.
 

Keeping their triciclos at home means they can work later and on Sundays.
 

Also, 46% of the tricicleros report that they are working more hours now than
 

when they entered the program. Tricicleros report being able to ride further
 

and faster with the new bikes, making it possible to expand their markets.
 

Finally, lending for working capital among themselves will lessen the cost
 

c" interest paid to money lenders. 
 Because of the program, tricicleros are
 

cutting costs and selling more despite lower overall income; without the
 

program their income would have declined further.
 

For the working capital recipients the issue is less clear. For many,
 

working capital tends to be used up rather than reinvested, and when this
 

occurs they are no longer able to purchase merchandise in bulk and keep
 

prices down. 
 To cover these extra costs they often turn to money lenders,
 

causing expenses to snowball and profits to consequently decrease. Sequential
 

loans with lower interest rates might help these business owners reduce ex

penses, although they would not necessarily increase sales in this time of
 

general scarcity.
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Changes in participants' income need to be researched further, but it
 

is probably safe to say that in the first year after the loans are paid back
 

more new income will be generated than the value of the loans themselves,
 

and with the tricicleros these benefits should continue for several years,
 

if the triciclos are not sold. If a triciclo only lasts five years (aconser

vative estimdte) the savings in rental 
fees alone will total RD$2,340. If to
 

that is added the other cost-cutting benefits of owning a triciclo, the total
 

of new income generated as a result of the loan should be even higher.
 

What additional services should the program provide?
 

To determine what new services the loan recipients would like the program
 

to offer, they were asked to rank five possibilities--(l) a savings and loan
 

cooperative, (2)a place to buy merchandise at low cost, (3)small working
 

capital loans, (4)a class or course, or (5)social functions. They chose
 

which of these services would be most important to them, and which would be
 

the second most important. The results were as follows:
 

TABLE 7
 

NEW SERVICES DESIRED BY LOAN RECIPIENTS
 

First Second 
Service priority priority 

A savings and loan cooperative 40% 35% 

A place to buy low-cost merchandise 33% 24% 

Small working capital loans 18% 20% 

A class or course 10% 18% 

Trips or parties 0% 3% 
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The need expressed most commonly by the loan recipients is for additional
 

sources of institutionalized capital, either through small working capital
 

loans or a savings and loan cooperative. These two categories represent
 

57% of the first and second priority responses. In another part of the
 

questionnaire 65% agreed that the program should provide small working cap

ital loans.
 

Organizing a new low-price market for merchandise would be complex, and
 

could possibly drive many small merchants out of bdriness. In this case, help

ing some businesses mioht injure the position of others. 
 The other two alterna

tives--classes and courses, or trips and parties--rank as much lower priorities.
 

Small working capital loans
 

To help define the need for additional small loans for working capital,
 

recipients were first asked if they were still using the working capital pro

vided by the program. Tricicleros were provided RD$25 working capital along
 

with their new'triciclos; working capital recipients received up 
to RDS300
 

strictly for that purpose.
 

At the time of the interview in September 1982, 55% of the tricicleros
 

and 79%1 of the working capital loan recipients were still using the workirg
 

capital provided them from the loan. 
 However, for those who had had their
 

loans for more than six months, these percentages were 50% and 45% respective

ly. In many cases working capital will be spent before the loan is paid.
 

Not surprisingly, once the working capital of the loan was 
used, they
 

began to turn once again to informal sources of capital. Currently a quarter
 

of the loan recipients are using informal credit sources--40% of the trici

cleros and 13% of the working capital loan recipients.
 

The tricicleros and the working capital recipients are 
most likely to
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use money lenders for their working capital needs.
 

TABLE 8
 

SOURCES OF INFORMAL SECTOR CREDIT
 

Source Tricicleros Working capital
 

Money lender 62% 44%
 

Family or friend 33% 33%
 

Store or supplier 5% 22%
 

The seamstresses and other cottage artisans use credit with suppliers and the
 

stores where they sell more frequently.
 

Loans from informal sources of credit are almost exclusively daily or
 

weekly. The amount lent tends to be very small, and interest rates are ex

tremely high.
 

TABLE 9
 

LOAN AMOUNTS AND INTEREST RATES OF INFORMAL CREDIT SOURCES
 

Percent 
 Average

Payback of all Interest rates and percentage of amount
 
period loans loans granted during this payback period ranted Range

DAILY 
 47% Rate = 0% = 3-5'. = 7-10% = 20-30 RD20 RD$4-30
 

% = 21 = 21 = 14 = 43
 

WEEKLY 43% Rate = 0% = 8% = 10% = 20% RD$31 RD$10-60 
% = 31 = 8 = 23 = 38 

BIMONTHLY 7% Rate = 0% = 20% --- RD$32 RD$15-50 
%= 50 - 50 

MONTHLY 3% --- RD$100 


The amount borrowed through informal sources is so small that any signifi

cant exp'sion of the business is difficult, and interest rates are so high
 

that they severely cut profits. If a triciclero clears $8 a day but pays 10%
 

that night for the RD$20 he borrowed in the morning, his net earnings decrease
 

to RD$6 a day (25,').
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How much working capital would they like to receive from the program?
 

These terms and amounts were suggested by the beneficiaries:
 

TABLE 10
 

TERMS AND AMOUNTS OF WORKING CAPITAL LOANS
 

Payback period Responses Median amount
 

DAILY 1% RD$30
 

WEEKLY 9% RD$25
 

MONTHLY 21% RD$40
 

OVER A MONTH 68% RD$75
 

The amount suggested is only slightly larger than the loans commonly being
 

secured from money lenders, but the repayment period they are suggesting is
 

at least one month. Even if the program charged 4% a month for these loans,
 

this would be one-fifth the lowest current monthly interest rate, one-tenth
 

a good weekly interest rate and one-twenty-fifth a anod daily interest rate.
 

Interest charges, which sometimes cut daily earnings a full fifth, would be

come a negligible cost.
 

Providing second loans
 

Respondents were also asked whether they were interested in a second loan
 

from the project (with terms similar to the first loan); more than 80% answered
 

yes., 
How would this loan be used, and how much money would be needed?
 

Sixty percent of the respondents would improve the businesses they have
 

and 40% would start new businesses. Only a third of the tricicleros, as com

pared with a full three quarters of the working capital recipients, are inter

asted in further improvement in their present businesses. For the tricicleros,
 

3nce a triciclo is owned and one has enough working capital to buy merchandise,
 

little further investment is possible.
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(Tricicleros)
 

For those tricicleros wishing to expand their existing businesses, these
 

responses were typical: 
 "Iwould like to purchase another triciclo," and "I
 

want to expand my business."
 

But many more were interested in starting another business:
 

* "Iwant to buy and sell eggs."
 

* "I want to start a fabric and shoe store." 

* "I want to sell what I'm selling now, but I want to have a fixed
 
location." 

* "I want to become i bottle-buying middleman."
 

0 "I want to open up a stall and sell vegetables in the markets."
 

* "I want to start a mattress factory."
 

A few had ideas for starting collective businesses: 

0 "I want to open a business with other members of the group to supply
other tricicleros." 

I"I'd like to open up a fixed location for my business with several of
 
the other group members."
 

* "Iwant to start an 'esquimalitos' ('frozen juice') factory together with
 
some of the members of my group."
 

(Recipients of working capital loans)
 

The three-quarters of the recipients of working capital loans who wanted
 

to expand their existing businesses presented some of these ideas:
 

* 	"I want to re-open the fried meat stand I had to close down for lack 
of working capital." 

* 	"I'd like to stay with the business I have now, but start selling a 
new line of products." 

* "I'd like to continue selling tomatoes as I'm doing now." 

a "Iwant to keep expanding my business until I'm eventually ready to 
start selling hardware." 
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Those who wanted to start businesses presented these ideas:
 

e "I want to start selling chickens." 

a "I want to rent out rooms." 

e "I want to buy a triciclo." 

The amount requested for the new loan is generally modest; a quarter
 

want less than the first loan (RD$300); a third want RD$300-500; a fifth want
 

RD$500-900; and a 
quarter want RD$1,000 or more.
 

iow do loan recipients evaluate the project?
 

Several questions required the recipients to evaluate the program:
 

1hat did they like and not like about the program; and, as importantly, what
 

iere the changes they would like to see?
 

What do you like best about the project?
 

Inanalyzing the responses to this question, it is striking that what
 

the beneficiaries have brought about themselves--the "solidaridad" with other
 

group members and the emergency loan fund of the Association--rate higher thar
 

the loan, when added together.
 

TABLE 11
 

WHAT RESPONDENTS LIKE BEST ABOUT THE PROGRAM
 

The loan (42%) 

Solidarity (25%) 

The emergency fund (20%) 

Training given by the DDF staff (7%) 

Everything (6%) 



-40-


These responses were typical:
 

(The loan)
 

* 
"I've been able to get my own triciclo."
 

* "The possibility of getting more loans."
 

* "Because we as heads of families can better earn a living."
 

(Sol idari ty)
 

* "Now we are 300 men united together, and we have a voice."
 

* 
"No one had helped us tricicleros before, no one knows us 
but t-

Foundation; and you have put your faith in us."
 

9 "If I get sick I have friends who will help me."
 

* "There is solidarity, we are a 
family that is united."
 

(Emergency loan fund)
 

* 
"With this loan fund we can solve our problems when we have a need."
 

* "We can take out a 
loan when we are sick."
 

(The orientation given by the coordinators)
 

* "The coordinators treat us 
like people."
 

* 
"One gets 'awakened' (despierta)."
 

* 
"I like the orientation and the advice that the coordinators give us."
 

What don'tyou like about the program?
 

When asked what they didn't like about the program, respondents were as
 
ikely to be critical of the way some loan recipients had participated in the
 

rogram as of the program itself.
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TABLE 12 

WHAT RESPONDENTS LIKE LEAST ABOUT THE PROGRAM
 

I like everything 
 (36%)
 

The irresponsiblity of some group members 
 (25%)
 

The long delay in receiving the loans 
 (134)
 

The emergency loan fund isn't functioning yet (7%)
 

The way the loan payments are made, or the loan terms 
 (6%)
 

Other responses 
 (12%) 

In their own words ihis is how they judged the program:
 

(The irresponsibility of some group members)
 

* "I don't like paying for members who are irresponsible; everyone
should be responsible for himself and no one else."
 

* "Our president left the group and the of usrest are becoming
disenchanted."
 

* "At first they formed groups and loaned money to people who weren't 
really trustworthy."
 

(The delay in receiving the loans)
 

* 
"Ittook too long to get the loans. We were desperate."
 

* "All the time I 
was waiting for the loan I had to rent a triciclo."
 

(The way the loans were made or the loan terms)
 

* "The loan is too small; it's too small of a 
base to get started."
 

* 
"There is too much pressure to pay."
 

* "Those who planned the program didn't talk much to the tricicleros.
 
We tricicleros know our own reality."
 

These criticisms of the solidarity group component of the PRODEME project
 

point to critical 
areas which will be addressed in the recommendations section:
 

ways of insuring higher loan payback and of making the program more agile and
 

efficient.
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How efficient is the program in administering the loan fund? What are the
 
costs of providing assistance?
 

Project efficiency
 

Several steps to cut the time necessary to process loan applications
 

have been taken. A special loan committee within the DDF serves the soli

darity groups and the smallest microenterprises. Also, PRODEME now has its
 

own credit analyst and does not have to depend on 
the credit analyst for
 

other DOF programs, thus eliminating another bottleneck. The Board members'
 

approval procedure has been shortened, and PRODEME has become a separate
 

division within the Foundation, providing much needed autonomy.
 

Despite these changes in policy, the delays in loan approval and dis

bursement seriously jeopardize program efficiency. An average of 60-90 days
 

are required to get a project approved. Another 30-60 days are needed to
 

issue a check. A similar program in San Salvador 15 
was able to complete the
 

loan process in under a month.
 

The solidarity group coordinators feel they could process many more loan
 

proposals if administrative procedures were more agile. 
The program could
 

serve more clients and costs per loan would decrease.
 

Administrative costs
 

A detailed analysis of the project costs was made by the DOF and
 

presented to Appropriate Technology International as part of the requirements
 

for the Appropriate Technology grant. 
Three time periods were covered--from
 

May to December 1981, from January to June 1982, and from July to October
 

1982. The results are summarized in the following table, which shows the
 

amount spent for administering the program broken down into three categories
 

15See PISCES Studies, PRIDECO/FEDECCREDITO Project, pp.165-192.
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and then, in parentheses underneath these figures, the percentage of the
 

total value of the loans they represent.
 

TABLE 13
 
SOLIDARITY GROUP COMPONENT COSTS (IN RD$)
 

May 1981 - October 1982 
May-Dec 1981* Jan-Jun 1982** Jul-Oct 1982*** Total 

Number of loans 63 40 38 144 

Number of bene- 399 254 241 913 
ficiaries 

Amount loaned $126,275.00 $67,881.90 $65,661.75 $259,818.65 

Personnel costs $5,784.51 $8,083.29 $7,012.61 $20,880.41 
(4.6%) (12.9%) (10.7%) (8%) 

Direct admini-
strative costs 

S9,845.07** 
(7.8%) 

$4,590.66** 
(6.8%) 

$2,425.96 
(3.7%) 

$16,861.69 
(6.4%) 

Indirect admini-
strative costs 

$7,588.48 
(6%) 

$4,350.80 
(6.4%) 

$2,915.04 
(4.4%) 

$14,854.32 
(5.7%) 

TOTAL COSTS $23,210.06 
(18.4%) 

$17,024.75 
(26. 1%) 

$12,353.61 
(18.8%) 

$52,596.42 
"0.1%) 

*Presented 
to Appropriate Technology International
 
**These figures are high because of major purchases of motorcycles &nd
 

other equipment in tLis time period.
 
***Estimates by the author
 

Over the sixteen months of the program for which information is avail

able, administrative costs were 20% of the value of the loans granted. 
Of
 

that, 8% 
covers direct personnel expenses (including 40% of the time of the
 

credit analyst and PRODEME director), 6.4% represents direct administrative
 

costs (including transportation, purchase of motorcycles and equipment,
 

materials, etc.), and 5.7% 
covers indirect administrative costs 
(the salaries
 

of personnel within the Foundation who are involved part-time in the program
 

but who are not full-time members of the PRODEME staff).
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Particularly worrisome is the increase in personnel 
costs over the
 

three time periods. 16 Much of this difference can be explained: 
 the ';oordi

nators not only had to train and fund new groups in second and third periods,
 

but also had to collect on the loans already granted, including late payments.
 

The changes in project methodology requiring each new group to be trained has
 

also put more burden on the coordinators.
 

Still, personnel costs are higher, even when the costs of collecting
 

on loans already granted is considered (and assuming that the time required
 

to collect on existing loans is equal to getting a new loan funded). It cost
 

.6%of the value of the loan portfolio a 
month to cover the costs of personnel 

in the first period and .7%in the second and third periods. 

TABLE 14 

ESTIMATED MONTHLY COSTS TO ADMINISTER LOAN PORTFOLIO
 
(Administrative costs for an average month in that period


divided by the cumulative loan total)
 

May-Dec. Jan.-June July-Oct. 

Cumulative loan total 
1981 

RD$126,275 
1982 

RD$194,157 
1982 

RD$259,818 

Personnel costs .6 .7 .7 

Direct administrative costs 1.0 .4 .2 

Indirect administrative costs .8 .4 .3 

TOTAL 2.4 1.5 1.2 

Given the current structure of program expenses, how much does it cost
 

to alminister a 12-month loanl 7; and how much of these expenses will be
 

IGThe decrease in direct administrative costs is not significant, as motorcycles

and other equipment were purchased in the first and second times periods.
 

17The administrative costs 
for the loan were calculated by determining the total

"loan months" to date (the number of months each loan had been administered).

This figure was divided by the total administrative cost and multiplied by

12 (the loan payback period). Actually, given the large number of overdue
loans, the program may have to bear the administrative costs of a loan for
 
more than 12 months.
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covered by the 24% yearly interest charge?
 

Administrative costs average RD$511.38, or 28% of an average RD$1,804
 

loan (which will be divided equally between group members). Since interest
 

charges at 24% total RD$432.96, this implies a subsidy of RD$78.42 per loan.
 

If to that amount is added 10% for costs to the program due to late loan
 

payments and possible eventual defaults, and inflation, the subsidy becomes
 

much greater.
 

Lowering administrative costs and decreasing the late payment rate are
 

essential 
if the program is to reach self-sufficiency. Without a continuing
 

source of outside resources the loan fund would soon 
be decapitalized.
 

RECOMMENDATIONS
 

The Dominican Development Foundation is to be commended on the success
 

of the solidarity group component of the project. 
 In 17 months, 158 solidarity
 

groups with close to 1,000 members have been financed, and many more solidarity
 

groups already organized by project participants are awaiting funding. 
The
 

program has been recognized as innovative by donors and has received funding
 

from AID, The Interamerican Foundation, Appropriate Technology International
 

and local Dominican sources. 
 The local AID mission, the first funder of the
 

project, was cautious in the beginning but is now an enthusiastic supporter,
 

and recently local Dominican sources have funded the project. 
But despite
 

the undeniable successes, program improvements need to be made. Suggestions
 

for improvement are detailed in this section of the report.
 

From the institutional perspective, there are two major, closely-inter

twined problems: a worrisome and increasing problem of low payback and the
 

slowness of the institution's procedures for disbursing loans that results in
 

increased administrative costs. On the programmatic side, the policies and
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mechanisms for granting second loans need to be specified and a system needs
 

to be created through which smaller shorter-term working capital loans could
 

be granted. 
Over the long term, services such as a mechanism for savings and
 

loans, assistance in starting collective enterprises, and, perhaps, additional
 

training might be explored further.
 

Low loan payback
 

The efficacy of the policy changes in regard to forming groups and giving
 

out triciclos (as described on pp.12-13) can be seen in the coordinators'
 

evaluation of the solidarity groups. 
 Although, in part, the higher performance
 

level of recently-formed solidarity groups may be attributed to their neophyte
 

status, part of the success must also be attributed to these more stringent
 

requirements. On every measure, the new groups formed since April 
1982
 

meet their responsibilities more consistently.
 

Despite the policy changes, though, late payments are still a problem,
 

and non-repayment has increased steadily since April 1982. 
 In April only 80%
 

of the payments were coming in
on time, and the current figure is 67%. The
 

solidarity group coordinators estimate they spend half their time with loan
 

collection and repayment problems.
 

This problem was discussed at lengtL with the DDF staff and some bene

ficiaries and the conclusion was that there is little incentive for the
 

solidarity group members to pay their loans other than their moral commitment
 

to the program. Coordinators complain they cannot get the backing of the
 

Foundatiop to repossess triciclos or to take other measures when serious
 

late-payment problems arise. 
They noted that in the few instances where tri

ciclos had been repossessed, repayment rates went up remarkably in the following
 

weeks. Another possible cause of low payback is that only one 
second loan
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has been given to date. 
 Why pay off the loan if there is little possibility
 

of getting a second one and when there are so many other urgent needs to be
 

met?
 

To improve the late payment problem PRODEME needs to take two measures:
 

1) Define policy on 
late repayments clearly and make repossession

easier for coordinators. For example, the triciclo should be re
possessed after 8 weeks default, with the group's approval.
 

2) Grant second loans as quickly as possible after the first loans are

paid. This would provide an incentive for prompt repayment.
 

Short-term working-capital loans
 

The long payback period--52 weekly payments--is a problem for many
 

clients. 
 If one considers that virtually none have had experience with busi

ness loans that last more than a 
week, one year appears interminable.
 

Research on similar solidarity-type group programs in Madras, India and in
 

San Salvador, El 
Salvador show three basic differences: initial loans are
 

much smaller, loan payback periods are often two months or less, and approval
 

for second loans, once the first loan has been successfully paid, is rapid
 

and virtually automatic. Whereas the DDF promoters find themselves spending
 

half their time trying to collect on late loan payments, the programs in
 

Madras and San Salvador enjoy payback rates of well 
over 90%, promoters
 

spend most of their time forming and training new groups, and their admini

strative costs are comparatively low.
 

To deal with the late-payment problem, the DDF might experiment with
 

several mechanisms. 
 Once the group is trained and oriented and the loan is
 

approved, they could be given access to a line of credit totalling perhaps
 

RD$300-500. Access to this capital would depend on 
repayment performance.
 

To begin, groups could be given an immediate small working capital loan, per

haps 20 pesos for a month. If this loan is paid on time, another slightly
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larger loan could be automatically granted. This second loan would also be
 

paid in one month. After several successful loan paybacks, the group would
 

have demonstrated its cohesion and would then be a candidate for a larger loan
 

for the purchase of a triciclo, a sewing machine or another major item. 
 Group
 

members who had proved unreliable in the test loans would be removed from the
 

group, on the solidarity group's initiative.
 

Another alternative would be 
to offer small working capital loans along
 

with a larger loan for a triciclo or another piece of capital equpment. Group!
 

would be eligible for these smaller working capital loans only if their pay
ments on the capital equipment loans were up to date. 
 The availability of the
 

small 
loans would provide a continuing stimulus for prompt payback.
 

The measure outlined above would have several consequences:
 

e Smaller initial loans granted for shorter periods would help select
 
groups that are responsible about payback.
 

s Being strict about loan repayment would lower the late payment rate.
 

e Success in paying the first loan and subsequent larger loans would
 
help increase solidarity and decrease divisiveness. Most divisiveness 
occurs because of the need for carrying a group member for 52

weeks who delays or refuses loan repayment.
 

e Granting second loans quickly would act as a 
stimulus to pay existing

loans.
 

e These measures should cut the time required to collect on late and
defaulted loans considerably, and so reduce the costs of administering
 
the program.
 

These measures require the Foundation's commitment to streamline its
 

administrative procedures, thus increasing its 
"agility." A similar program
 

in San Salvador took less than a 
month to approve and disburse first loans,
 

and only two to three days to disburse second and subsequent loans. rhe
 

effort will have been worth it if the solidarity component covers its costs
 

(or gets close to the break-even point), thus opening the way for reaching
 

far more clients in the future.
 



PART III
 

THE MIICROENTERPRISE
 

COMPONENT
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ANALYSIS OF THE DATA
 

The microenterprise sector feasibility study
 

Before the PRODEMIE program began, a feasibility study financed by AID/DR
 

was carried out on the characteristics of the potential beneficiaries of the 

microenterprise component of the program--very small-scale businesses with a
 

fixed location. While these businesses are considerably larger than those
 

owned by the tricicleros, market-stall holders, and cottage artisans assisted
 

by the solidarity group component described in Part 11, 
they are still consi

dered part of the informal economic sector, and are characterized by lack of
 

access to institutionalized credit and poor management practices.
 

As a first part of the study a door-to-door survey was carried out in
 

four of the barrios of Santo Domingo with a large concentration of industrial
 

and commercial activity, and in the six principal secondary cities of the
 

country. A total of 9,424 enterprises were identified and, of these, 82% 
or
 

7,688 were "micro-businesses" with fewer than six employees and RD$10,000 total
 

investment. In the capital city 77% or 4,229 of the businesses were micro

enterprises and in the secondary cities 87% or 3,459 were microenterprises. Of
 

the businesses identified, 56% were cornmerces, 26% were services, and 18% were
 

manufacturers. 

A sample of 322 micro-businesses was selected for an in-depth study, 200
 

in Santo Domingo and 122 in the six secondary cities. Since the assistance
 

program was to provide loans and management assistance only to industries and
 

services, no commerces were included in the sample. Itwas assumed that loans
 

to commerces would not generate new employment, a primary goal of the project.
 

The detailed findings of this study can be found in the report written by
 

Mr. Gross cited below. For this evaluation, however, itwas important to see
 

if the businesses assisted by PRODEIE were significantly larger than those
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typical of the sector. Was the project selecting only the largest and best

developed enterprises?
 

Comparison of the micro-businesses of the feasibility study and of the 

program 

Below the two groups are compared: 

TABLE 15 

MICROENTERPRISES OF THE FEASIBILITY STUDY AND
PROGRAM PARTICIPANTS COMPARED 

STUDY 
CHARACTERISTIC N=200 PROGRAM N = 48* 
Characteristics of owner: 
Male 97% 80% 

Average age 40 38 

Has other source of income 22% 29% 

Characteristics of business: 
Total investment RD$4942** RD$5147 

Monthly raw materials cost RD$733** RD$1223 

Monthly sales RD$1132** RD$1839 

Number of employees 1.6 2.6 

*When they made first contact with the program
 
**These differences are less now due to inflation. The
 

feasibility study was 
done one year before PRODEME
 
began to provide loans.
 

The businesses of the feasibility study are 60% the size of the businesses
 

of the program in terms of monthly costs for raw materials, monthly sales
 

and number of employees. They are very similar in total 
investment. Appar

ently the owners of businesses who have made contact with PRODEME use 
their
 

investment in equipment and their workplaces more intensively. This implies
 

greater expenditure for raw materials, resulting in higher sales. 
 However,
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they are by no means the largest and best-developed micro-enterprises in
 

the informal sector.
 

The control group
 

To see if the progress of the businesses assisted intensively by PRODEME
 

with management training and loans was attributable to the program or would
 

have occurred without the program, businesses receiving loans were compared
 

to a "control group." The control group had made contact with the program
 

and fit the size and investment limitations of the program but, after receiving
 

a few visits from the program coordinators, decided they did not want to join.
 

The control group was created by examining the "non-participant" businesses in
 

the DOF files and selecting businesses similar to those of the program parti

cipants in terms of type of enterprise, size and approximate time the first
 

contact with the program was made.18
 

To what degree are the two groups comparable? Are the controls similar
 

enough to the businesses that were to receive intensive management assistance
 

and a loan to be a valid control group? In the table below the two groups are
 

compared:
 

180f the control group of 24, 3 businesses (13%) had failed, and were not in
cluded in the analysis. That no business in the program has failed is in
 
itself an important indication of the success of the program. These three
 
were dropped from the analysis.
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TABLE 16
 

BUSINESSES OF THE PROGRAM AND CONTROLS COMPARED
 
(At first contact with PRODEME)
 

BUSINESSES OF THE CONTROLS
VARIABLE PROGRAM (N=48) 
 (N=20)
 
Characteristics of owners:
 
Male 
 80% 85%
 

Age 
 38 45
 

Number of dependents 5.0 
 4.85
 

Education 
 I0.0 5.6
 

Years of experience 15 
 20.7
 

Owner has other source of 29% 
 28%
 
income
 

Characteristics of the
 
business:
 
Total investment RD$5113 RD$6093
 

Value of machinery and RD$2654 RD$3128
 
equipment


Aggregate value* 
 RD$1177 RD$854
 

Full-time equivalent 2.21 2.23
 
employees
 

*"Aggregate value" is sales less the cost of raw material-
considered to be a simple, reliable measure of overall
 
business change.
 

When they made the first contact with PRODEME the owners of the control
 

group had invested more in their businesses, but the two groups were virtually
 

identical in the number of employees they had. In aggregate value, the controls
 

performed at three quarters the level of the businesses that were to be assisted
 

intensively by PRODEME. 
Owners of the control businesses also tended to be a
 

little older and less educated, and had more experience. Overall, however,
 

the two groups were quite similar--close enough, it was judged, to make the
 

comparative analysis which follows.
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Comparison of the controls and the businesses assisted by PRODEME
 

The success of businesses assisted intensively by the program was com

pared with the control group in terms of business success. The time between
 

the first contact with the program and the study ranged from a minimum of
 

six months to slightly over one year. Taking into consideration all six
 

indicators of business success, the businesses of the program out-performed the
 

controls by 29.2%..
 

TABLE 17
 

COMPARISON OF CHARACTERISTICS OF BUSINESSES INTENSIVELY
 
ASSISTED AND CONTROLS (BETWEEN SIX MONTHS AND ONE YEAR FROM FIRST CONTACT)
 

BUSINESSES INTENSIVELY ASSISTEQ CONTROLS
 
FIRST FIRST
 

VARIABLES CONTACT NOW % CHANGE CONTACT 
 NOW % CHANGE
 
TOTAL INVESTMENT RD$5,113 RD$7,035 37.6 RD$6,093 RD$6,495 7
 

VALUE OF MACHINERY RD$2,654 RD$3,648 37.5 RD$3,128 RD$3,580 14
 
AND EQUIPMENT 
 _ _ -_..
 
MONTHLY SALES 

_ 

RD$l,871 RD$2,243 19.9 RD$1,205 RD$1,144 -5
 

MONTHLY COSTS FOR RD$706 RD$736 4.2 RD$347 RD$383P 
 10
 
RAW MATERIALS
 
AGGREGATE VALUE RD$I,177 RD$1,240 5.4 RD$858 RD$731 -15
 

NUMBER OF FULLTIME 2.21 3.77 70.6 2.23 2.38 
 7
 
EQUIV. EMPLOYEES
 
AVERAGE 
 29.2 .... 3
 

Subtracting the changes in the control group from the changes in the busi

nesses assisted intensively, net change, or the change that can be attributed to
 

the program, can be estimated. Assuming the 53 businesses who have had their
 

loans for less than 6 months and are not included in this study are similar
 

to the 48 businesses studied, the impact of the program can be projected over
 

the next year.
 

The "net difference" between the businesses that have received loans and
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the controls would be as follows:
 

# Total investment in the business: 
net change +30.6%, RD$1,565 per
business, RD$158,023 for the 101 businesses assisted by the program.
 
@Total investment in machinery and equipment: net change +23.5%, $624
 

per business, RD$62,993 for 101 businesses.
 

* Monthly sales: 
net change +24.9% RD$466 per business, RD$47,066 per

month for 101 businesses.
 

* 
Monthly cost for raw materials: net change -5.8%, 
-RD$41 per business,

-RD$4,141 per year for 101 
businesses.
 

* Aggregate value: 
net change +20.4%, RD$244 per business, RD$24,671 for

101 businesses.
 

* 
Full-time equivalent employment: 
net change +63.6%, or 1.4 per business,

141 new full-time equivalent jobs for 101 businesses.
 

The net impact of the project to date for 101 businesses, then, is
 
RD$158,023 in new investment of which RD$62,993 is for new machinery and
 
equipment. The new investment and the working capital provided by the loan
 
along with management assistance has been translated into a 
monthly increase
 

of RD$47,066 in sales and 141 full-time equivalent jobs paying an average of
 

RD$139 per month.
 

On a yearly basis, this represents RD$564,792 in increased sales and
 
RD$235,188 in new salaries. The amount of new salaries is greater than the
 
total value of the loans, RD$233,775. If 
to this is added the increase in the
 
3wners' income of an estimated RD$69,000 a
year (a 27% increase), and the possi-

Jility that some of the jobs of those employed before will be stabilized and
 
that many of the new jobs created will last for more than one year, then this
 
)rogram has proved itself in 
terms of increasing income and creating jobs.
 

To see if the changes in the assisted businesses could be largely attri

utable to a few spectacular successes rather than to a 
more generalized
 

mprovement among all the businesses, an analysis was made of the controls
 

nd the businesses of the program. 
These were divided into two categories-

:hose whose change in aggregate value from the time of their first contact with
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the program to September 1982 was greater than -15% and those whose change
 

in aggregate value was less than -15%. 
 Compared to the controls, the busi

nesses assisted by PRODEME succeeded more frequently; in 75% the change in
 

aggregate value was comparatively favorable, while among the controls only
 

45% were in the more favorable group.
 

Businesses of the program also succeeded with more positive results
 

and were unsuccessful with less damaging consequences than the control group.
 

Averaging the six indicators of business success--total investment, investment
 

in machinery and equipment, monthly sales, cost for raw materials, aggregate
 

value and employment--the comparatively successful businesses of the program
 

registered a 47% gain as compared to a 35% gain for the controls. 
The differ

ence for the comparatively unsuccessful businesses was even more marked. 
While
 

on the whole the average for the six indicators for the intensively assisted
 

businesses was +15%, 
for the controls it was -27%.
 

TABLE 18
 

COMPARISON OF THE BUSINESS SUCCESS OF BUSINESSES IN TIE PROGRAM AND CONTROLS
 
(CHANGE BETWEEN FIRST CONTACT WITH THE. PROGRAM AND SEPTEMBER 1982)
 

SUCCESSFUL (AGGREG. UNSUCCESSFUL AGGREG.
 
VALUE -15% TO 307%) VALUE -15% TO -128%)
VARIABLE 
 PROGRAM CONTROL PROGRAM CONTROL
OTAL INVESTMENT 
 +27% +16% +35% -5%
 

INVESTMENT IN EQUIP- +36% +28% +45% 
 0%
 
MENT, MACHINERY +%__40
 
*IONTHLY SALES 
 +36% +30% -38% -60%
 

W MATERIALS +54% +38% -4% -43%
 

GGREGATE VALUE 
 +52% +46% 
 -7% -61%
 

EMPLOYMENT (FULL-
 +74% +50% +56% +9%

TIME EQUIVALENT) 
 +9%
 
AVERAGE 
 +47% +35% 
 +15% -27%
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The businesses of the program compared :ith each other
 

In the analysis of the data on the impact of the program the sample of
 

businesses intensively assisted by the program was divided into four cate

gories of 12 businesses each: those whose "aggregate value" had increased 96%
 

or more, those whose aggregate value had increased from 19% 
to 80%, those
 

whose change in aggregate value was only slight (+14% to -14%), 
and those
 

whose aggregate value had decreased more than 15%. 
 These four groups of
 

enterprises were compared according to these criteria:
 

* 
Degree of business success: along what dimensions did change in the
 
business occur?
 

* Perceived degree of business success: 
how were the changes in these
 
businesses perceived by PRODEME coordinators and the clients them
selves?
 

* Program inputs: 
was the amount of the loans and management assistance
 
equivalent between the groups?
 

e 
Adoption of the management techniques suggested by the coordinators:
 
to what degree were new techniques in bookkeeping, marketing, management of employees, and overall organization of production adopted?
 

e Personal characteristics of the owners of the businesses: were owners

of the most successful businesses different than business owners in
 
the other categories?
 

"Degree of business success" (both numerical and perceived) would be
 

related to the amount of "program inputs," "the adoption of management tech

,ioques," and the "personal characteristics of the owners." 
 To what degree was
 

success related to 
these three factors?
 

Degree of business success
 

The most successful businesses, those whose aggregate value had increased
 

95% or more, out-performed the rest of the businesses of the program on almost
 

every indicator of business success. 
 This 25% of the program participants was
 

able to translate its investment in machinery and other equipment into large
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increases in sales, employment, profits and personal income. 19
 

TABLE 19
 

INDICATORS OF SUCCESS FOR ASSISTED BUSINESSES
 

EXT TWO CATEGORIES NSUCCESSFUL
 
ST SUCCESSFUL (AGGREGATE VALUE (AGGREGATE VALUE 
AGGRES. VALUE 96+) 18% TO -14%) ESS THAN -14%)

CATEGORIES No' % NO* A NO* % 
TOTAL INVESTMENT RD$4,310 36% 5,897 25% 4,485 34% 

INVESTMENT INMACHINERY 
 3,138 32% 2,852 38% 1,941 45%
 
AND EQUIPMENT
 

SALES 966 154% 1,878 4% 2,623 
 -38%
 

MONTHLY COSTS OF RAW 433 92% 715 -15% 868 4%
 
MATERIALS 
 4
 

AGGREGATE VALUE 533 205% 1,164 18% 1,754 
 -55%
 

MONTHLY SALARIES 256 168% 361 23% 265 27%
 

MONTHLY GROSS PROFIT 
 218 260% 892 11% 1,171 -53%
 

MONTHLY PERSONAL INCOME 207 59% 217 26% 207 
 -11%
 

14ONTHLY NET PROFITS 340 "46% 535 -14% 858 -70%
 

TOTAL EMPLOYED (FULL- 2.2 132% 2.35 54% 1.8 
 56%
 
TIME EQUIVALENTS)
 

*When they entered the program
 

Perception of degree of success
 

The perception of overall trends in business change by the PRODEME
 

coordinators and the business owners themselves corresponds closely to the
 

numerical indicators. Although all the categories of businesses were rated
 

about the same by the coordinators on degree of expansion, the most success

ful businesses were rated more positively in terms of general problems.
 

On this measure, the most successful businesses rate "better than most,"
 

while the others rate between "neither good nor bad" or "has problems."
 

19This successful group, when it entered the program, was considerably smaller
 
than the other businesses, so the percentage increase was based on a lower
 
starting point. The businesses that showed the greatest percentage change over
time essentially advanced to 
the level of the other assisted businesses.
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From the perspective of the beneficiaries, the owners of most successful
 

businesses feel they are close to 
"much better than when they started"," and
 

the rest were rated by themselves as "a little better."
 

TABLE 20
 

COORDINATORS' PERCEPTION OF SUCCESS OF ASSISTED BUSINESSES
 

EVALUATION OF 
COORDINATOR 

MOST SUCCESSFUL 
(AGGREGATE VALUE 
96,%+) 

NEXT TWO CATEGOR-
IES (AGGRECATE 
VALUE 18% TO -14%) 

UNSUCCESSFUL 
(AGGREGATE VALUE 
LESS THAN -14%) 

One of the best (5),
Has serious problems 3.8 3.4 2.6 
(1) 

Has expanded a lot 
(5), Is on verge of 4.2 4.2 4.0 
failure (1) 

Owner's perception
things are much better 4.5 3.7 3.9 
now (5), Things are 
mich worse now (1) 

Program inputs
 

One explanation of the differences in success may be that the more success

ful businesses were provided more management assistance or had received larger
 

loans. 
 This was not the case; the program inputs for each of the four groups
 

was virtually identical 
in terms of the size of loan and the number of visits
 

provided by the program coordinators.
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TABLE 21
 

PROGRAM INPUTS FOR ASSISTED BUSINESSES
 

MOST SUCCESSFUL NEXT TWO CATEGOR-
 UNSUCCESSFUL
 
(AGGREGATE IES (AGGREGATE (AGGREGATE VALUE
 
VALUE 96%+) VALUE 80% TO -14%) LESS THAN -14%)
 

Size of loan RD$2,179 
 RD$2,271 RD$2,525
 

Visits from coordi- 18 
 16 15
 
nator before loan
 

Visits from coordi- 17 
 15 17
 
nator after loan
 

Courses 
 i.O 1.0 
 .4
 

Adoption of management advice
 

There is,however, a considerable difference in the degree of adoption of
 

the business advice of the coordinators. On every indicator the most success

ful businesses now have better management practices than the rest of the busi

nesses assisted. 20 The difference is particularly notable when the least
 

successful businesses are compared with the most su-cessful groups.
 

TABLE 22
 

ADOPTION OF MANAGEMENT ADVICE OF COORDINATORS BY ASSISTED BUSINESSES
 

MOST SUCCESSFUL 
 NEXT TWO CATEGO- UNSUCCESSFUL
 
(AGGREGATE RIES (AGGREGATE (AGGREGATE VALUE
 
VALUE E6 +) VALUE 80% TO -14%) 
ESS THAN -14%)


EVALUATION OF FIRST 
 FIRST FIRST
COORDINATORS CONTACT NOW NOW NOW
CONTACT CONTACT 

BOOKKEEPING .6 2.8 .5 1.1
2.5 1.1
 
M4ARKETING 1.9 2.8 
 1.8 2.7 1.4 1.7
 
tSANAGEMENT OF 2.8 3.6 2.6 2.8
2.2 2.1 

EMPLOYEES 
 " '_•


ORGANIZATION 1 9 3.4 15 2.8 
 1.8 24

OF PRODUCTION 34 1 2
fA1.8 3.2 1.5 1.6
2.7 2.0
 

20Businesses were rated by the program coordinators as follows: O=none;

lvery deficient; 2=average; 3=good; 4=very good; 5=excellent.
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The success of the quarter of the businesses that performed better
 

than the others is not related to program inputs, either in terms of size
 

of loans or the number of visits made by the coordinators and courses
 

attended. These more successful businesses, however, are far more likely
 

to adopt the management practices suggested by the program coordinators.
 

Does this difference in performance relate to differences in the busi

ness owners themselves and their levels of experience?
 

Personal characteristics and level of experience
 

The owners of the businesses most successful in terms of increased
 

aggregate value, compared to the others assisted by the program, are younger
 

and better educated and their businesses are more likely to be the sole source
 

of the owners' income. 
 These more successful business owners, paradoxically,
 

tend to have less experience--although they are by no means inexperienced--and
 

their businesses have been in existence for fewer years. 
Their businesses are
 

also considerably smaller than the other businesses assisted by the program.
 

TABLE 23
 

PERSONAL CHARACTERISTICS
 

MOST NEXT TWO UN-

SUCCESSFUL CATEGORIES SUCCESSFUL
 

(96+) (80 TO -14) (-15 OR LESS)

Age 33 
 39.5 41
 

Male 91,0 68% 92%
 

Dependents 4 
 4.5 7
 

Years of education 
 11 10 9.1
 

Years of experience 12 15.5 16
 

Business sole source 89% 61% 75%
 
of owner's income
 

Years business has 4.5 
 7.9 6.6
 
existed
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Based as 
it is on a few cases, this analysis is inadequate to develop
 

a profile of businesses that should or should not be assisted by a 
micro

enterprise program. 
 It does, however, suggest some parameters. It may be that
 

the clients with whom a program is most likely to have success will tend to
 

be younger and better educated and will have a business that has proved its
 

viability for 4 
or 5 years, yet is smaller than those common to the community.
 

Faced with a growing family and rising expectations, this business owner may
 

be convinced that it isworthwhile to expand significantly. They may be at
 

a kind of turning point in their experience as entrepreneurs, ready to adopt
 

the management tools'proided by the program and willing to change.
 

Changes in businesses during the period of management assistance before the
 
loan is granted
 

All the businesses of the program were studied at three points: 
 when
 

they first entered the program, when the loan proposal was developed after an
 

average of 16 visits from the program coordinators, and in September 1982 when
 

the study was done. With this information, the changes attributable to the
 

management assistance visits before the loan was granted could be determined.
 

Changes that occurred before the loan made up a remarkably large per

centage of the total change. Encouraged and oriented by the PRODEME coordi

nators, and with the prospect of a loan close at hand, the program's clients
 

invested in machinery and equipment, and sales and gross profits increased
 

considerably.
 



-62-


TABLE 24
 

CHANGE INASSISTED BUSINESSES
 
ATTRIBUTABLE TO MANAGEMENT ASSISTANCE
 

% OF TOTAL
 
% INCREASE, CHANGES OCCUR-

FIRST CONTACT RING BEFORE
 

VARIABLE TO SEPT. 1982 THE LOAN
 

Total investment 30% 17%
 

Machinery & equipment 27% 56%
 

Sales 
 31% 52%
 

Aggregate value 46% 61%
 

Employment 74% 
 8%
 

Salaries 60% 18%
 

Gross profits 57% 
 70%
 

What is more, the adoption of the business management suggestions made
 

by the PRODEME promoters occurred mainly before the loan was made. 
 Since the
 

loan little additional progress in business management approaches has occurrec
 

even though the almost weekly visits from the PRODEME coordinators continued.
 

TABLE 25
 

LEVEL OF MANAGEMENT
 

FIRST DATE
 
VARIABLE CONTACT OF LOAN NOW
 

Bookkeeping .7* 3.3 2.2
 

Marketing 1.7 2.5 2.4
 

Managing employees 2.3 2.9 2.9
 

Organization of 1.7 2.9 2.9
 
production
 

Average 1.6 2.9 2.6
 
*O~none l=deficient 2=worse than average
 
3=neither good or bad 4=better than average
 
5=excellent
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rn the areas of marketing, management of employees, and the overall
 

organization of production, the gains made up 
to the granting of the loan were
 

maintained. In the essential 
area of bookkeeping, the quality of the records
 

kept has fallen somewhat since the loans were granted. This is true of
 

businesses at every level of success.
 

Since keeping books was a requirement of the loan, there was a strong
 

incentive to adopt a bookkeeping system. 
After the loan was granted the
 

business owners' commitment dropped off. Keeping good records was 
a major
 

theme in the courses and the almost weekly exchanges the PRODEME coordinators
 

had with the business owners, but keeping good business records was often seen
 

by the participants as too difficult, too much work or, possibly, not very.
 

important.
 

TABLE 26
 

QUALITY OF BOOKKEEPING
 

FIRST DATE
 
AGGREGATE VALUE CONTACT NOW
OF LOAN 


96%+ .6 3.7 2.8
 

19% to 80% .6 3.5 2.6
 

14% to -14% .4 3.0 
 2.3
 

Less than 15% 1.1 2.8 1.1
 

A major debate among small enterprise practitioners is about whether the
 

cost of one on-one assistance and management courses 
is worth the results.
 

Many feel 
it is enough simply to extend credit. This analysis showed that
 

the businesses of the program progressed considerably in terms of investment,
 

sales and gross profits, as well as management practices, during the period
 

before loan disbursement when they were receiving management assistance
 

alone. In this 
case at least, credit was 
not the only factor determining
 

business success.
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Characteristics of the employees of microenterprises
 

A justification of microenterprise projects is that they create employ

ment at low cost, but what kind of employment do they create, and for how
 

long? The PRODEHIE program has shown that a new job can be created for each
 

RD$1,658 in credit extended. But are these jobs in any way comparable to the
 

jobs created in the "formal sector" that may cost anywhere from $10,000 to
 

$100,000 or more in long-term investment? The first question to answer is
 

whether jobs in the informal sector provide an adequate income. 21
 

Salaries
 

The average full-time equivalent wage for workers in businesses assisted
 

by the program is RD$139, higher than the minimum wage in the Dominican Republic
 

(RD$125 per month) but without the social benefits of employment in the formal
 

sector. Sli.htly over half of the workers (53%) are making less than the mini

mum wage, calculated on the basis of full-time employment.22
 

TABLE 27
 

SALARY LEVELS
 

MONTHLY PERCENT 
FULL-TIME OF 
SALARIES EMPLOYEES 

RD$60 or less 13% 

RDS61-99 18% 

RD$100-125 22% 

RD$125-199 17% 

RD$200+ 31% 

21The distinction may be somewhat academic since it
assumes that a choice is
 

possible (i.e., that the jobs 
are available in larger modern enterprises).
 
22For example, the income of a 
worker employed 1/4 time was multiplied by four.
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saiary is closely related to experience. While half or more of those
 

earning under RD$125 have no experience in this line of work, this percentage
 

drops to 26% of those earning from RD$126-199 a month and to 38% of those earn

ing over RD$200. 
Over half of those making RD$200 or more a month have five
 

years of experience or more, and only 12% of those who earn under RD$125 have
 

had this much experience.23
 

Younger workers who are learning a trade tend to be paid less than minimum
 

wage; once they are trained they earn considerably more than the minimum wage.
 

All of the 14 or younger group and 77% of the 15- to 19-year-olds earn under
 

RD$125 a month. By age 25 nearly three-quarters are earning over RD$125 a
 

month and nearly half are making RO$200 or more.
 

TABLE 28
 

AGE OF EMPLOYEES RELATED TO MONTHLY INCOME
 

14 OR 
 45 OR
 
SALARY LESS 20-24
15-19 25-34 35-44 MORE
 

RD$125 OR LESS 100% 77% 44% 27% 
 17% 20%
 

MORE THAN RD$125 
 0% 23% 46% 73% 83% 80%
 

It is important to note that the business owners do not earn a great
 

deal more than their employees. The average business owner earns 
RD$269 a
 

nonth after receiving the loan, countering the concern among many who criticize
 

the assistance of small enterprises by saying that only the owners benefit.
 

rhe low wages of those who are just learning a trade are compensated by the
 

Fact that, with more experience, they can realistically expect to earn con

;iderably more.
 

!3The employees of microenterprises are predominantly male (89%). The difference
 
in salary levels between the sexes is not striking. Sixty-two percent of the
females earn less than minimum wage (RD$125) compared to 51% of the males.
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Duration of employment
 

One concern expressed by many of those interested in assisting informal
 

sector enterprises is that once the business owner has received working capital
 

there would be a sharp upturn in employment, only to be followed a few months
 

later by a reduction of the work force to the original level. 
 It is a question
 

of whether the working capital would be used up quickly or would he turned over
 

several 
times to maintain an increased level of business activity.
 

It is still early to say how long the increase in employment will last,
 

but the results to date are encouraging. 
Eight in ten of those employed before
 

the loan was given are still working. Nine in ten of those hired after the
 

loan was given are still working. Of those who left, 44% kept their jobs 7
 

months or more after the loan was 
granted, and the rest kept their jobs for
 

less time.
 

The duration of the employment in the micro-businesses created as a result
 

OF the program will be examined in
more depth at the time of the final evalu

ation in the fall of 1983.24
 

What skills have been learned through micro-business employment?
 

One justification for financing microenterprises and thus creating new
 

jobs is that the young workers will 
learn new trade and entrepreneurial skills.
 

Considerable trade skill development has occurred in this program: 
 nearly
 

three-quarters say they have learned to 
run a machine they did not know how to
 

use before, or to make or repair a product. As to be expected, eight in ten
 

of those making under RD$200 a month report they have learned something new
 

in their employment; six in ten of those making RD$200 or more say they have
 

learned something new.
 

24Overall, 
63% of the employees are working full-time, and 13% more are working
close to full-time (3/4 time). Another 15% 
are working half-time and 9% are
working 1/4 time. There is 
no strong relationship between the number of hours
 
worked and income per hour.
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Of those who said they have learned something new, 8% said they had
 

learned to use a machine, 20% said they learned to repair cars, machines,
 

electrical appliances, etc., 
and 56% said they learned to make clothes,
 

furniture, shoes, handicrafts, etc. 
 The rest said they learned "other
 

things."
 

Micro-businesses in the informal sector dre the means by which most
 

youths are trained in job skills. The relevance of these skills to starting
 

one's own business is shown in the small percentage (11%) of workers over 35.
 
After a decade of intensive training and savings these workers start their
 

own shops or go on to work in larger businesses.
 

Who are the employees of microenterprises?
 

The employees of microenterprises tend to be young--the largest category
 

is from 15-19 years of age and only 11% 
are over 35. The young workers are
 

often apprentices.
 

TABLE 29
 

AGE OF EMPLOYEES OF MICROENTERPRISES
 

AGE PERCENT 

14 or younger 5% 

15-19 34% 

20-24 29% 

25-34 23% 

35-44 6% 

45 or older 5% 

Only one-fifth of the employees are relatives; at this level of established
 

enterprises the owner is much more likely to hire people outside the family.
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To sum up, the jobs in the informal sector are created at comparatively
 

low cost. These jobs are not "marginal" in terms of wages--on the average
 

these workers earn more 
than the minimum wage of the Dominican Republic. Also,
 

there is little evidence to date that these jobs will be short-term, but more
 

research is needed to determine this with any degree of certainty. Finally,
 

informal enterprise employment is a training ground for learning trade skills
 

and entrepreneurship. This is demonstrated by the fact that there are few
 

workers over 35 in these shops, and that many of the owners started their
 

businesses after spending a decade or more learning their trade in similar
 

shops.
 

Participants evaluate the program
 

Both the loan recipients and the control group were asked to evaluate
 

the microenterprise component of the PRODEME program: 
 what did they most like?;
 

what aspect of the program caused them the most problems?; and what would they
 

like changed?
 

What did they like best about the program?
 

What they liked most about the program was the loan (4G%). They also
 

feel that "the loan terms are comfortable" (25%) and that these terms "permit
 

a person to pay according to his ability without so many requirements."
 

They continually emphasize that "the program is better than the money lenders."
 

The courses provided by the program also rate high (30%), because "you learn
 

to control your business," and "management assistance is what guarantees that
 

a business will progress." Occasionally they mentioned that "the program gives
 

employment to rne poor."
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What do they like least about the program?
 

Of the total, 15% said they liked everything about the program. The
 

rest commented openly and frankly about the problems they had, referring prin

cipally to:
 

(1)the purchase order--46%25
 

(2)the slowness of receiving the loan--14%
 

(3)the terms of the loan--21%.
 

These comments were typical:
 

e "I had to purchase what I needed at a higher price because the loan

arrived late. By then I couldn't get what I Vanted and the quality
 
was lower,"
 

* "Taking so long to get the money affects my ability to get a good

price,"
 

* 
"I wasn't able to do the work that I wanted and the prices went up."
 

* 
"The purchase order shows the program doesn't have confidencein
 
the micro-entrepreneuers."
 

s "The purchase order causes me to lose money and limits my possibilities
 
for success."
 

* "With the purchase order one can't buy at the lowest price and you

have to buy everything at once. 
If sales aren't good your business can
 
go under."
 

An analysis made by PRODEMIE shows that program clients losc at 
least 10%
 

of the value of their loans through having to use the purchase order. If to
 

that is added the lack of flexibility in making purchases that it implies, 
the
 

purchase order imposes considerable burden on the program's clients.
 

What changes are desired by the participants?
 

What changes do the program participants suggest to make it better? Not
 

25With the purchase order the business owner must go to a store and receive a
 
quote on the cost of what he wants 
to buy. The owner receives the merchandise

and the DDF pays the store owner directly. In this way the DDF ensures that

the money is used for business purposes instead of being diverted to other
 
uses.
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surprisingly, the biggest category was to abolish the purchase order (38%).
 

One respondent put it this way: "You should eliminate the purchase orders
 

and have faith in the loan guarantees. Ifyou don't trust in the guarantees
 

why do you ask for them?"
 

Another major problem mentioned was the loan terms (21%): for example,
 

as one recipient said, "The loan quotas should be smaller and the loans
 

should be given for a longer period of time." The rest (14%) complained
 

about the time PRODEME takes to get loans into the hands of the benefici

aries.
 

The areas inwhich the PRODEME clients would like the program to
 

change underscore the recommendations made in the next section.
 

CONCLUSIONS, PROBLEMS AND RECOMMENDATIONS
 

Conclusions
 

The microenterprise component of the PRODEME program has proved to be
 

an effective way of assisting small enterprises in Santo Domingo. The pro

gram has avoided the tendency of similar projects in other countries to work
 

with the largest and most sophisticated microenterprises; the enterprises
 

the program works with are very similar to the "average" microenterprise
 

identified in the feasibility study.
 

The PRODEME microenterpise component package of one-on-one management
 

assistance, loans and courses has led to significant results. The businesses
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of the program out-perform the control groups on every measure of business
 

success. It is noteworthy that an average of 1.4 new full-time equivalent
 

jobs have been created for each business assisted and that the salaries for
 

these new jobs will exceed the value of the loans in less than a year. Many
 

existing jobs were probably stabilized as well. Another source of income
 

related to theprogram, that of the business owners, went up 27%. It is
 

significant that this has all been accomplished during a period of sharp
 

decline in the Dominican economy.
 

Ina break-down of the micro-businesses assisted by the program, a
 

quarter made truly substantial progress, increasing their aggregate value
 

nearly twofold, another quarter made modest but substantial oroqress,
 

another quarter are more or less the same as when they entered the program,
 

while the aggregate value of the last quarter fell considerably. Why were
 

the levels of success so different?
 

In profiling the most successful businesses itwas found that success
 

was not related to the amount of the loan or the amount of management assis

tance; program inputs were virtually identical for all four groups. What was
 

different about the most successful business owners is the way they used the
 

program inputs. They expanded aggressively, turning their working capital
 

over several times, increasing production, hiring new workers and purchasing
 

new machinery and equipment. They were also more likely to adopt the manage

ment suggestions made by the coordinators.
 

One reason for the differences among the groups may be that the most
 

successful business owners 
tended to join PRODEME at a critical stage in
 

their evolution as entrepreneurs. They are generally younger and better
 

educated than the other business owners, their businesses are newer and,
 

having proved that their businesses have been viable over 4 or 5 years, they
 

are highly motivated to expand. The PRODEME program happened to provide the
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management assistance and the capital at an appropriate juncture in their
 

experience.
 

Finally, an analysis was made of the employees of the businesses.
 

Were the jobs being created "marginal"?--apparently not. 
 The average monthly
 

salary of RD$139 is above the minimum wage in the Dominican Republic of RD$125
 

a month. Most of those in the program earning less than RD$125 are under 19
 

years of age and are learning a trade; by age 25, three-quarters are earning
 

more than RD$125 and 50% are earning over RD$200 a month. 
 It is still too
 

early to know how long these jobs last, but it is encouraging that 80% of
 

those working before the loan and 90% of those hired since the loan are still
 

working.
 

The study also showed that micro-businesses are training schools for
 

learning trades and entrepreneurial skills. 
 Most said that they had learned
 

how to use a 
machine or to repair or make something since they started work.
 

That only 11% 
of the employees are 35 years of age or older indicates that
 

by that age many probably left to start their own shops or move into formal
 

sector jobs.
 

Problems
 

The program undoubtedly has had a 
positive effect on many business owners.
 

There are, however, several aspects of the program that need 
to be improved if
 

it is to serve its clients better. 
The evaluation by the project beneficiaries
 

underscores many of these areas:
 

* The purchase order that causes 
loan recipients to lose much of their

flexibility in purchasing the raw materials and merchandise they need.
 

* 
The long delays in getting the loan into the hands of the client. It
takes 30 to 60 days after the loan is approved to disburse it.It
often takes a 
month or more of repeated visits to micro-businesses
 
to prepare the loan proposal.
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Loan terms are too short and weekly payments are too large for many

of the recipients, given the sharp decline of the Dominican economy.
 

Another area that should be examined is the high costs of the component
 

of the project. So far it has cost RD$102,861, or 44% the value of the loan
 

portfolio of RD$233,775, to administer the loans and provide management assis

tance. This is more than twice the costs of the solidarity group component.
 

It is projected that it will cost an average RD$1,356 to administer the
 

loan to each micro-business owner over the average 14-month period of the
 

loan. 
 This is 59% of the value of an average 14-monith RD$2,314 loan. Since
 

interest charged on these loans is 12% (RD$277.68 for the average loan), the
 

subsidy would be much higher if late payments and inflation were considered.
 

To date, late payments total 42%--over 4 pesos of every 10 pesos that should
 

have been paid back has not come in.
 

Recommendations
 

The problems are clearly identified and the solutions are concrete and
 

attainable. The DDF needs to take a step-by-step, experimental approach to
 

changing the administration of the program and the assistance methodology
 

in order to lower administrative costs and obtain a batter payback rate.
 

* Since the purchase order is a major area of concern to project bene
ficiaries and loans are already guaranteed by co-signers and property,

the elimination of the purchase orders should be considered. As a
 
start, half the 'cans could be granted without purchase orders to
 
see how recipients of this type of loan performed compared to the
 
ethers.
 

# Ways of simplifying the loan application procedure need to be experimented with. Loan applicants report that repeated visits for more
 
information when the loan proposal 
is being prepared are troublesome.

Whether so much information is necessary to judge a business' eligi
bility is questionable. 

* 
Loan terms should be adjusted somewhat to reflect the conditions of the

Dominican economy. Longer payback periods may be more realistic.
 

9 Providing management assistance more through courses than through the

almost weekly visits should be considered. Weekly visits are very
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expensive and the courses have had high acceptance among the
 
beneficiaries.
 

* Finally, as in the solidarity group component, ways to speed the process

of loan disbursal need to be developed. The DDF should try to cut the
time required to get a loan disbursed, after approval, from 30-60
 
days down to two weeks or less.
 

These changes chould help regain the enthusiasm and commitment of the
 

PRODEME microenterprise clients, as 
they were all requested frequently by 

the beneficiaries themselves. They would also tend to lower administrative
 

costs, but lt is not clear whether they would affect the late payments rate.
 

Other recommendations that could be considered are 
these:
 

* Developing a micro-business owners' assocication that could take on
 
some of the responsibility for insuring payback and for training.
 

* Taking quicker action with those who are 
late in their payments.
 

s Making smaller initial loans to establish who the most reliable
 
clients are.
 

Finally, the revenue side of the program should be considered. Could
 

the program move close to self-sufficiency if it charged higher interest rates
 

or higher fees for courses?
 



PART IV
 

EXECUTIVE SUMMARY
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EXECUTIVE SUMMARY
 

This interim evaluation of the PRODENE project of the Dominican
 

Development Foundation is part of the PISCES (Program for Investment in the
 

Small Capital Enterprise Sector) Project of USAID.26 Phase I of this project
 

involved studies in Latin America, Africa and Asia to identify methodologies
 

for assisting the smallest urban businesses. The second phase is using
 

these methodologies to design and evaluate demonstration projects in the
 

Dominican Republic, Costa Rica, Bangladesh, Kenya and Egypt.
 

The Dominican Development Foundation (DDF) is a private voluntary
 

organization founded in 1965 which has worked extensively in rural 
areas in
 

the Dominican Republic. The DDF became interested in an urban microenterprise
 

project in 1980, and that year AID approved fundinq for a feasibility study
 

that clearly demonstrated the needs of the informal economic sector in Sto.
 

Domingo. PRODEME (Program for the Development of Micro-Enterprises) became
 

operational 
in May 1981 and the first loans were disbursed to micro-business
 

owners in July of that year.27
 

PRODEME includes two components: (1)a "solidarity group" component
 

consisting of small groups of 5-8 members who mutually quarantee a loan
 

made to the group for individual business purposes and (2)a "micro-enter

prise" component consisting of loans to individual business owners and
 

management assistance. Through December 1982, 158 loans to solidarity
 

groups with nearly 1000 members averaginC RD$282 per member (US$1 = RD$I.49)
 

25Fieldwork for the final evaluation will be completed in the fall of 1983.
 
26PRODEME is funded by USAID (see footnote #1), the Inter-American Foundation,
 

Appropriate Technology International and local Dominican sources. From the
 
start AITEC has provided technical assistance through a full-time resident
 
advisor whose contract will end in August 1983.
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have been granted, and 101 loans averaging RD$2,314 have gone to those in
 

the microenterprise component.
 

The objectives of the microenterprise component are stated in con

crete terms of increased income and employment. The solidarity group com

ponent, while including these goals, also has the more intangible aim of
 

"empowerment" by means of developing mutual support and leadership through
 
group processes. The results of the solidarity group program are therefore
 

measured according-to the criteria of group cohesion and the participation
 

of members, as well as 
that of increased income.
 

Solidarity group component
 

The businesses of the solidarity group component are much smaller than
 

the "microenterprise" businesses, usually having no employees besides the
 

owner. Eighty-three percent of the project's clients are 
tricycle cart
 

vendors (tricicleros) and the other 17% 
are seamstresses, food vendors, or
 

market stall holders and are known as the "working capital" group. 
 The trici

cleros of the program receive RD$300 toward the purchase of a triciclo (which
 

they previously rented) plus RD$25 for working capital, 
to be repaid in 52
 

weekly payments. The "working capital" group members rceive up 
to RD$300
 

to be used for working capital only, also to be paid in one year.
 

Tricicleros are all male and are on 
the average 30 years old, whereas
 

3/4 of the working capital recipients are female, and on the average nearly
 

a decade older. Almost all in both groups are inmigrants to Sto. Domingo
 

from rural areas (tricicleros average 9.6 years' residence in Sto. Domingo
 

and working capital recipients 14 years). 
 They have lived in their barrio
 
('neighborhood ')for 5 or 6 years, and have 4 years of schooling. 
 Both
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groups work an average of 48 hours a 
week. The beneficiaries of the soli

darity group component are poorer than those of the microenterprise compo

nent, though not the most destitute members of society, and live in the
 

poorest barrios of the city.
 

The solidarity group methodology emphasizes participation and the group
 
members are encouraged to take an active role in 
he program. 


already in the program are responsible for recruiting new members, who
 
organize themselves into provisional groups. 


-. Those members
 

These newly formed groups attend
 

a 4-hour two-part course on the program emphasizing the solidarity group con

cept and their responsibility to pay their loans, and at the end of the course
 
members select group presidents. The group attends barrio-level meetings for
 

one to two months before the credit request is submitted to the DDF, further
 

testing their cohesion as a group and commitment to the program.
 

Late-payment problems are handled by one of the five coordinators of
 
the program responsible for certain barrios within the city. 
 When a member
 

is eight weeks late the possibility of repossessing his triciclo (inthe case
 
of tricicleros), 
or some other measure, is discussed. Group membership rein

forces the individual's sense of responsibility for loan payback as each group
 

member is a cosigner for the debt of the others.
 

Access to credit at reasonable interest rates is
a strongly-felt need
 
among the Dominican poor, since loans are usually obtained from money-lenders
 

at exorbitant rates ranging up to 20% a 
day. Besides this, what draws people
 

to the program is the mutual 
support among members, the easily-understood goals,
 
and the possibility of assuming leadership roles in the solidarity groups or
 

in the "Dominican Association of Tricicleros," formed by group members.
 

Measuring solidarity
 

One measurement of solidarity and therefore of the impact of the soli
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darity component of PRODEME is the opinion of the group members themselves
 

concerning the program. 
When asked if they would prefer a group loan to an
 

individual loan, six in ten said they would prefer a group loan. 
 Also,
 

most (74%) said they would take out a 
second loan with the same group, 24%
 

that they would take out one with some of the members of their group, and
 

only 2% said they would prefer to take out a loin with another group alto

gether, showing that group cohesion is quite strong. Active participation
 

in the program is broad-based: 
 over half said they have recruited others
 

for the program and a third said they are 
in a group that meets "frequently"
 

outside the regular barrio-level meetings.
 

Group presidents were also questioned about solidarity. They were
 

asked what functions their groups servd in addition to collecting the loan
 

quota, an important measure of the effectiveness of the group mechanism.
 

Ninety percent said that members give each other business advice and 80%
 

and 70%, respectively, said their members help recruit new members and form
 

new groups. Two-thirds of the group presidents said they would be president
 

again, if given the choice. They liked the opportunity to take on responsi

bility and felt this experience had opened up new paths for them.
 

The perspective of the PRODEME coordinators on the issue of solidarity
 

was also studied. They consider as among the positive aspects of their groups
 

that 70% have "good presidents," half the groups have "good solidarity," and
 

a third meet among themselves frequently to share ideas and advice. 
 On the
 

negative side, 85% of the groups have had one or more late payments, in a
 

third of the groups it has been necessary to either repossess a triciclo or
 

remove a 
member because of late payments, and in a quarter of the groups there
 

has been one or more members who have sold or pawned their triciclos.
 

When asked to rate the groups they worked with, one strong trend was
 

that the first groups that were formed have far more problems than the groups
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recently formed. 
 It isyet to be determined whether the better performance
 

of the new groups is related to the improved selection and training methodo

logy of the program or to the few months they have had the loan. 
 When the
 

first flush of enthusiasm fades and other pressing needs arise, payback,
 

which with new groups is 100% on 
time, often becomes a second priority.
 

Divisiveness then emerges as group members who are paying on time start
 

pressuring the slower ones.
 

Perhaps one of the most significant impacts of the solidarity group
 

program has been the formation of an association of tricicleros, which shows
 

the degree to which tricicleros are willing to organize and work together for
 

mutual benefit. Through contributions from members an emergency loan has been
 

created, to be used mainly in the event of sickness or death in families.
 

There is also a 
committee to visit the sick, and association leaders have
 

agreed to visit members who ai-e put in jail. 
 At least one of the association
 

leaders attends each of the barrio-level meetings held throughout the city
 

every week.
 

Changes in income
 

Changes in income must be related to the health of the economy. If
 

the economy is booming, small informal sector businesses will thrive; if the
 

economy is in a period of severe recession the street economy will be affected
 

adversely as well. The Dominican economy is in such a 
period of decline.
 

When asked if current economic conditions made it hard to earn more, 88% of
 

the tricicleros and 73% of the working capital recipients answered yes. 
 Most
 

all say the cost of the items they sell are higher, and a majority are selling
 

more now but earning less because of rising costs.
 

This partly explains the 11% decrease in income among group members
 

measured from the time they entered the program to the date of the interview.
 

but are program participants better off for having received a loan? For the
 
93,
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triciclero, at least, the answer isyes. 
 Simply through ownership of the
 

triciclo they will save RD$468 a
year in rental fees, representing a 16%
 

increase inyearly business income. 
The 17% who keep their triciclos at
 

home will save an additional RD$60 a year in garage fees. They are aiso able
 
to ride further and faster with their new trikes, thus expanding their market.
 

The lung-term impact on income of the working capital loan recipients
 

is less clear. Often working capital 
is used up on household necessities
 

before being reinvested. 
The impact of the program on income will be studied
 

in more depth in the final evaluation of the project.
 

Group members' opinion about the program
 

When asked what they liked about the program it is striking that, when
 
added together, "solidarity" (25%) and "the emergency fund" 
(20%)--two things
 

brought about by the beneficiaries themselves--rate higher than the loan,
 

another indication of the beneficiaries' "ownership" of the program.
 

When asked what they liked least about the program, most disliked the
 

irresponsibility of some group members and the fact that the emergency fund
 

of the Association wasn't functioning yet. 
Also mentioned frequently were
 

"the long delay in receiving the loans" and "the way the loan payments 
are
 

made, or the loan terms," giving clues to the way the program might be
 

improved.
 

Demonstrating their desire for additional 
sources of working capital,
 

56% of the loan recipients, when asked to rank possibilities for new types
 

of services the program could provide, said they would like a 
savings and
 

loan cooperative or small working capital loans--while 28% said "a place to
 
buy cheap merchandise," 14% "a course or class," and 2% said "trips or par

ties." Sixty-five percent feel 
the program should provide small working
 

capital loans and 80% are interested in taking out a second year-long loan.
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Problems and recommendations
 

The Dominican Development Foundation is to be commended on 
the success
 

of the solidarity group component of the program. 
In 17 months 158 solidarity
 

groups with close to 1000 members have been financed, and many more solidarity
 

groups already organized by project participants are awaiting funding. 
 But
 

despite the undeniable successes, program improvements need to be made.
 

From the institutional perspective there are two major, closely inter

twined problems: a worrisome and increasing problem of low payback, and the
 

slowness of the institution's procedures for disbursing loans that results in
 

increased administrative costs. On the programmatic side, the policies and
 

mechanisms for granting second loans need to be specified and a 
system needs
 

to be created through which smaller, shorter-term working capital loans could
 

be granted.
 

The repayment problem has increased steadily since April 1982. 
 Before
 

April, 100% of the payments were coming in on time. 
 By April this percentage
 

had decreased to 80%, and the current figure is 67%. 
 The solidarity group
 

coordinators estimate they spend half their time with loan collection and
 

repayment problems.
 

This problem was discussed with the DDF staff and some beneficiaries,
 

and the conclusion was 
that there is little incentive for the solidarity
 

group members to repay their loans other than their moral 
commitment to the
 

program. Coordihators complain they cannot get the backing of the Foundation
 

to repossess tricIclfs or to take other measures when serious late payment 
problems ari . Anoth-r possible cause of low payback is that only one second 
loan has been given to date. 
 Why pay off the loan if there is little possi

bility of getting a second one and when there are so many other urgent needs
 

to be met?
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To improve the late payment problem PRODEME needs to take two measures:
 

1. Define the policy on 
late payments clearly and make repossession

easier for coordinators. 
 For example, triciclos should be repossessed

after 8 weeks' default, with the group's approval.
 

2. Grant second loans as quickly as possible after the first loans 
are
paid. 
This will provide an incentive for prompt repayment.
 

Another change the program might consider is the provision of short-term
 

working capital loans. 
 The long payback period--52 weekly payments--is a prob

lem for many clients. If one considers that virtually none have had experience
 

with business loans that last more than a 
week, one year appears interminable.
 

The DOF might experiment with providing a line of credit, totaling perhaps
 

RD$300-500 per group, once the group is trained and oriented and the loan is
 

approved. 
Access to this capital would depend on repayment performance.
 

Granting shorter-term loans might have several consequences:
 

@ smaller initial loans granted for shorter periods would help select
 
groups that are responsible about payback;
 

* 
being strict about loan repayment would lower the late repayment rate;
 

# success in paying the first loan and subsequent larger loans would help

increase solidarity and decrease divisiveness;
 

* granting second loans quickly would act as a 
s";inulus to pay existing

loans;
 

# these measures should cut the time required to collect on late and
defaulted loans considerably and so reduce the cost of administering
 
the program.
 

These measures require the Foundation's commitment to streamline its
 

administrative procedures, thus increasing its 
"agility." A similar program
 

in San Salvador took less than a 
month to approve and disburse its first loans,
 

and only 2 or 3 days to disburse second and subsequent loans. The effort will
 

have been worth it if the solidarity component covers its costs 
(or gets close
 

to the break-even point), thus openinq the way to serving far more clients
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The microenterprise component
 

The businesses of the microenterprise component are considerably larger
 

than those of the solidarity group component, having an average of 2.2 full

time equivalent employees (part-time employees are counted as one-half a
 

"full-time equivalent") and RD$5,147 in total investment. 
The owners of these
 

businesses average 38 years of age, have 10 years of education and 15 years
 

of experience. 
 In contrast to the solidarity group beneficiaries, members of
 

this group tend to be among the upper strata of the poor. It is the in

creased employment opportunities offered to the truly poor that justifies
 

this type of project socially.
 

Measuring business success
 

To assess the impact of the project, the success of the businesses of
 

the program was compared with that of a control group of businesses that
 

had made contact with the DOF but had dropped out early in the program. The
 

impact of the loan and the management training were demonstrated by the fact
 

that the businesses assisted intensively by the program with loans ard
 

management assistance out-performed the businesses of the control group on
 

every measure of business success. Subtracting the advances made by t:h
 

control group from those of the businesses of the program showed net in

creases of 31% in total investment, 24% inmachinery and equipment, 25% in
 

monthly sales, and a 20% increase in "aggregate value" (sales less the cost
 

of raw materials--a simple measurement of overall business change).
 

Within the 101 assisted businesses, 141 new full-time equivalent jobs
 

were created that paid an average of RD$139 a month, representing a 64%
 

net increase in employment compared to the control group. Inone year the
 

total amount of new salaries alone (RD$235,188) will be greater than the
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total value of the loans (RD$233,775). The program also increased the
 

incomes of the owners by 27%.
 

Within the intensively assisted businesses there are sharp differences
 

in the degree of success. In profiling the most successful ones it was
 

found that success was not related to the amount of the loan or the amount
 

of management assistance; program inputs were virtually identical for all
 

four groups. 
 What was different about the most successful business owners
 

was 
the way they used the program inputs. They expanded aggressively,
 

turning their working capital 
over several times, increasing production,
 

hiring new workers and purchasing new machinery and equipment. They were
 

also more likely to adopt the management suggestions made by the coordinators.
 

One reason for the differences among the groups may be that the most
 

successful business owners tend to join PRODEME at a critical stage in their
 

evolution as entrepreneurs. 
 They are generally younger and better-educated
 

than the other business owners, their businesses are newer and, having proved
 

that their businesses have been viable for 4 or 5 years, they are hiqhly
 

motivated to expand. 
 The PRODEME program provided the needed management
 

assistance and the capital at an appropriate juncture in their experience.
 

Job creation
 

An analysis was also made of the employees of the businesses. Were the
 

jobs being created "marginal?"--apparently not. The average monthly salary
 

of US$93 is above the minimum wage in the Dominican Republic of US$84 a
 

month. Most of those in the program earning less than US$84 are under 19
 

years of age and are learning their trade; by age 25 three-quarters are
 

earning more than US$84 and 50% are earning over US$134 a month. It is
 

still too early to know how long these jobs will 
last, but it is encourag

ing that 80% of those working before the loan and 90% of those hired since
 

the loan are still working.
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The study also showed that micro-businesses are training schools for
 

learning trades and entrepreneurial skills. 
 Most said that they had learned
 

how to use a machine or to repair or make something since they started work.
 

That only 11% of the employees are 35 years of age or older indicates that
 

by that age many probably left to start their own shops or move into formal
 

sector jobs.
 

Problems and recommendations
 

When asked what they liked best about the program, 40% of the clients
 

said "the loan," 25% liked the comfortable loan terms, and 30% said they
 

liked the courses. 
 When asked what they didn't like, the "purchase order"
 

rated the highest by far (46% of all responses). To guarantee that the
 

loan money was used for business purposes, the program requires that pre

viously agreed on goods be purchased from certain merchants: once the goods
 

are purchased the DDF pays the merchant. The recipients feel this system
 

restricts their ability to get good prices and shows the DDF's lack of faith
 

in them. Beneficiaries also complained of the delay in receiving the loan,
 

and of the loan terms.
 

Recommendations for improving the program correspond closely to the
 

complaints of the clients. One suggestion is 
to eliminate the purchase
 

order, perhaps experimenting by granting part of the loans without the pur

chase order, and then comparing the two groups as to their success and
 

payback rates. Other needed improvements are the simplification and speed

ing up of loan applications and disbursement procedures and lengthening the
 

loan payback period. Providing management training through courses more
 

often than through individual assistance should be considered, as courses
 

are accepted by the clients and are less expensive.
 

These changes should help regain the enthusiasm and corrimitment of
 

the clients and hopefully lower the late payment rate.
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SUMMARY
 

The solidarity group component of the PRODEME program was evaluated
 

in this study mainly according to degree of group cohesion and participatio
 

and development of leadership, and the.re were many positive indications of
 

this: three-quarters of the members would take out another loan with the
 

same group, over half had recruited new members, and three-quarters of the
 

group presidents would be president again. The member-formed triciclero
 

Association also indicated a remarkable degree of "solidarity." The parti

cipants in the microenterprise component, reaching a slightly hiqher
 

income strata, experienced gains in every category of business success
 

measured by the survey: investment, amount of machinery and equipment,
 

monthly sales and aggregate value. Within the 101 assisted businesses,
 

141 new full-time equivalent jobs were created, paying an average of
 

US$93 per month.
 

The problems in both components--mainly related to the late payments
 

by the loan recipients and the loan delay in delivering loans--show that
 

there is room for improvement in the program. But this study has shown thai
 

the solidarity group and micro-enterprise components of PRODEME, though dis

tinct in approach and evaluated according to different criteria, both demon

strate effective methods of reaching and assisting the smallest businesses
 

of the urban poor.
 


