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FORWARD
 

ACCION Iriternational/AITEC, a private non-profit organization 

was contracted* by the Office of Lban Development. Development
 

Support Bureau, Agency for 
International Development to study projects 

which assisted the smallest economic activitiesn of the urban poor, 

AlTEC was to determine if it were possible to reach tlese tiny enter­

priqeH in large numbers and at low cost. If it proved feasible to
 

assist this sector, projects would be developed with local agencies
 

and All) misnions.
 

AlTEC contracted two other 
non-profit organizations, Partner­

ship for Productivity for Asia and the 
 Developmient Group for Alterna­

tive Policies for Africa, to carry out the research and project
 

development phases 
 of this work. In turn, AITEC would direct the 

project, complete the field work for Latin America and synthesize 

the results of the inve.tigation. 

The program began with a series of workfllopl held in early 

1979 to oefine the research problem. it (lie spring t he research teams 

visited twenty coumtries to identify projects and carry "it: their 

initial investigations. In the stutmmer they completed in-deptlis studien 

of the most promising projects. 

This volum'e of case studies was written by Peter II. Fraser 

amnd William R. Tucker of ACCION Intcrnatiomal/AITEC based on the 

field work done during 1979. It contains information and project 

analyses which we hope will be useful for developmenit practitioners, 

Co,itract NmIbler l)U-ot r-C-0013, Small Enterprise Approachen to
 
Employment, PISCES Phante 1.
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planners, or funders who want to upgrade existing employment 

and ir come generation programs for the poor or to create new
 

ones. 

Qtieatioo.s and inquiries should be directed to ACCION 

International/AITEC, 10-C Mount Auburn Street, Camhridge, 

Massachusetts 02138. 

If Ashe 
PCES DirectorProject 

Arsociate Director, AITEC 

April 1980
 



ACKNOWLEDGIMENTS: 

A large number of projects were visited throughout the course of this 

study. Many project supervisors and staff at all phases of the scudy dedi­

cated their time and interest to our task without whose assistance our work
 

would have been In possble. In each 
 case Interestinp observations were
 

made which helped eithier in the IiLal ident ifleat too of 
 projects to be
 

studied or In the actual analysis of the systems osed. 
 We wish to thank 

all those people for their extremely valunble collaboration. 

We also wish to express our appreciation to the Mhions of the Agency 

for International Development in the countries vni fted for their concurrences 

and any support services provided. 

Finally, to Virginia HclArnon, udrea Cold, Ayellch Seniu, and Me-

Marva Griffin, our asaistants at ACCIMtX Internattonal/AITC, who typed the 

numerous drafts of these case studios we express our deepest gratitude. 



TABLE OF CCNThNTS 

Introduction 
 i
 

I1be Case Studies 

1. 	 FTDECCEDITO (Federaci6n de Cajas de Cr~dito) I 
(Federation of Credit Aencies) 

PRIDECO 	 (Programa lntegral de Denarrollo Comunal) 
(Integral (onminity )evelopment Progrnra) 

2. 	 FNCS (Federaci6i Nacional de Crozada Social) 97 
(National Federation of tle Social Crusade) 

CIDES(Cooperativa 	 Multiactiva de [esarrollo Social)
 
(thiltifaceted Social IDevelopmient Cooperative)
 

3. Ianco del 	 P'acifico (Bak of tihe Pacific) 151 

4 -lE)ADE(Anesores para el Desarro]lo) 176 
(Advisorn 	 for I)evelopment-) 

5. 	 INEDES (iOstituto Ecuatoriano de Desarrollo Social) 205 
(Eciadoria Soci Development Imtitute) 



I
 
INTIROI)UC'rON 

The liltis American region, as other developing areas, is 

confronting a very difficlt period of economic anod social develop­

ment. There is the immediate and urgent need to provide at least 

winimom standards of l ving and ecoomic opport1mily t tit4 allhn­

i Lnt t , but tile barr iers to accompIi 0 1hig (hi arI e numerou)s and 

very difficult to overcome. 

High general levels of popolat ion growlh have pot tremcllloos 

pregnsure on governlents to respood to the growing neehs. )orlog tile 

period 196(0-1977 hallal America's poplllatiol iolreased at an average 

rate of 2.8% per year--hicgher thani till average for the rem;I of rile 

deve]oping world of 2.4%. In 1960 Lile region had 200 million inha­

bitantii. fly 1971 there were 300 milliton adl at clrrent rates of 

population growth by 1985 there will he 410 million p)eople vying 

for tile regiolln's renolrrea and serviclse. 

fit keepi ng with the general loplIaLio growth trendis, iLat ill 

America il experlelcin lI hihp,iler prowth rlte ill its lai'or force thalnl 

2 

ally other mlajor geographic region of tile worl. 

For the region an a whole tie rate of growLh of tle illr force 

during tile lventielwas projected to he 15% for each five year period. 

iletween 1970 and 1975 the labor force grew by 12.1 million; betweoll 

19{1()and 1985 this fi|,ore will jump to 17.2 million. Total labor 

force increat;ea il i. atin Anmria are projected to he 36 mill ion workers 

it)the vightien and 46 million iiiLh nlineties. .3 i 1tlifileeext twenty 

five years there will lie a nel increase of 100 million workers ii 

cFonotaiC al Social Progress ill Latin America, Inter-American Development 

Bank, 1977 report, p. 4. 

21hid. 117. 

1Ibid. )- 121. 
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Latin America. 

During tile1960-1977 period, however, planners were encouragad by un­

surpassed economic growth in beginning to deal with the regional employ­

ment and development needs. Increases in gross domestic product for tile 

region averaged 5.8% ner year during the period, boasting a rate of 
5
 

7.3% per year from 1968-1974. 

The outlook uas good from a macro-economic perspective and the region 

consolidated a stronger economic position vis-a-vis the developed nations.
 

A growing middle class was in evidence alI their geiietal living standards 

had improved. 

By 1976, however, the situation worsened. Economic growth rates de­

clined irautiically, linked to the 1973 recession in tihe developed coun­

tries. Between 1976 and 1977 gross national product for the region as a 

6
 
whole dropped fom 5.4Z to 3.7%.
 

Population and labor force growth continued and tilepressures on tile 

region's governments to provide more employment and other basic services 

increased. nMt due to declining economic growth, this became increasingly 

dir fii::lt 

Urban cuters, which are the focus of our concern in these reports, have 

been parti'ularly t.ffecte;. Their populations have grown at rates higher 

thail the natural population increases due in large part to migration. Due 

to rapid migration from r,'!'"lto urban centers, the spatilal structure of 

4 
1bid. p. 121. 

5
 
Ibid. p. 3.
 

6
 
tbid. p. 5.
 



the general population has become increasingly urban. By 1977 63% of
 

the population of Latin America lived in urban areas as compared to 49% 

in 1960. These growth rates far surpass the ability of urban areas to 

provide the jobs. shelter and services required to maintain minimum Stall-

Idards of living for the poor who comprise the greater part of the increases 

in urban population. To address the problem a number oP development pro­

grain responses have been forthcoming over the last two decades. 

Recognizing the need to create large numbers of jobs, large scale 

investments in projects which would directly create employment and pro­

vide .ink.ges with other industries giving rise to secondary employment 

were made. It order to mobilize internal savings and investment within 

the region for this purpose substantial emphasis was placed on strengthen­

ing financial institutions and creating specialized developmnent financing 

organizations. 

Anothur major strategic choice was to concentrate a great deal of ef­

fort on rural development to provide sufficient opportunities in rural areas 

to slow time rate of mi5ratioli to the cities. 

Despite these efforts, however, both the serious lack of employment 

opportunities and migration to urban centers per.;ist. 

The economic growth of Latin Americahas been npreeeeted since 1960. 

But no matter how impressive this growth has bien in mauy ways, given tile 

magnitude of increases in population in general and the labor force ill par­

ticlar, it is doubtful that current major development strategies will be 

capable of sustaining adequate growth rates, income and employment levels. 

Ibid. 1p. 4. 
7 
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It is clearly essential then, to immediately asseus and embark
 

on alternative strategies for generating the necessary income, jobs, 

and concomitantly, for pruviding other necessities such as adequate 

shelter, tiitrition and health care to improve the standards of living 

for the burgetoninlg ranks of the urban poor. 

'nie S dti!-iL
 

It is precisely to the end 
 of gaining insights into alternative
 

and complementary strategies of dealing witlh the problems of 
the
 

urban poor primarily directed toward income generation and employment
 

creation in the Latin American region 
 that we set out to study locally 

designed end implemented approaches to the problent. 

in determining which projects to study in-depth, initial work 

wis dolne i Pei, Ecitador, Colombia, Pan tea, Barbados, llondtnras lid 

El Salvador. hiny different organizations were visited in an attempt 

to track down projects antd get anl initial sense of their approaches. 

Covernnet. atidtir'vate cotlttutnity development agencies, private banks, 

savings and loan cooperatives, private development organizations of 

varying political and rel igiottu persuasions, and state development 

fitance ilstinttins were a,.ang tltose models surveyed on the first 

phase of thie study. 

Out of thi. emerged a selection of the projects which were 

finally studied in-depth. The selected projects represent very 

different approaches to the problems of urban poverty through 

varying ctmbinations of credit, management, social assistnice, and 

skills training. They also represent varying degrees of effectiveness. 

*Note: for specific information on programs surveyed during these 
initial visits contact ACCIOIU Internaticnal/AITEC.
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The initial obhervations were reveating in al couttries 

and many interesting points attit programs de;ipned to asisint 

the urban poor came Ip or were corroborated through vis its to 

many different organ iv.qtioni. There i, no dossht chat in ;llny 

aren of CcstlralI ald Sooth i aalI I ooic ijoAmer ia sm eco ac(1 iv it 


provide a miajor noirce of icome to 
many famil ies. The0se arti­

vitie are oftout isied, however, to sclplsemuent another family lmens­

ber'.q in5c5ome1 derived "fromsformal sel tor elop|Oymsenlt, vhiich isa coo­

.sidered to be more preniLigiouit th;tin i h rrf al bo!i iiii,; ict ivity
 

;pparetl' y iot Lo soc in rallier than strii:[ly economic ceon; idrsi­

tion, . In most ar-eas viaiedtill n foranl bos ioses eer* very 

evjdenst beinig losailed in sass;ull strve t froct tlsops or Otl the sideo­

wal k. Additionally, oss ailo olsservationst in poosr ovigitlorhoodia 

conf irmed that Lhee hi;issessfsi(;s are siot consfineod Lo more visible 

major streets, rather IIey al sos alotsnd iss pior neigiilorhoIsi 

throsgiholt the regionss mjor Islhasi ceniters. 

There w .t a higih dlogret. of intierest exprested by local project 

ataffl in findinsg effect ive melhanisis for providlin a.isl itaive to 

ilnforsalI esiteirlirisei, "T' !ismIse anredi otier kindso deproe tid/sor of 

traittii and iall ain were isc inig ext etdtedh to posor peoplestss nllisitnie 

everywhere. Iait ininilly thsee projet i reaceisid very IJiiLtedi ntlnbsere 

of beneficiaries. 

Wiile there are as great niuisier of pssrgramssa asii mat differentsssatiy 

siproaciies tio then lisig with irhsln poverty, we lave ficsied (sir effort 
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on those areas of endeavor which attempt to have a direct economic 

impact on the poor. Ilowever, in doing 9L' we by no means intend to 

diujnish the importance of the social components of programs. 

ince credit hals overwlelmingly been identified by informal 

seclor elltleprenlire as Lhe major problem facing the growth and 

developmen t (of iliiformal s..eLor economic activitias, heavy emphis is 

has beel placed ol silchanisl for providing credit to these people 

a, well as bolletina peolle deal ing at sl ightly higher levels of 

I1ineloess activity. In doing no we have attempted to ulderstand more 

ae of bothfilly I y til eI vlielt5 cred it systeml, t hroulgh their strong points 

ant1d shortcoljiiillg3, whi iil are esential to effective and efficient 

pr glrllis floi both the doiiorq and rec ipients poilts of view. We have 

al so looked into the role of elements siuch as technical assistance 

111141slcial i'ervices il multi-faceted approaches to understand how they 

may ionlt rihute to the increased overall impact of these projects. 

Biarbados and 'aliaimi demonstt aed tlle leant emphasis in income 

aid employi nit projutv't filr the urban poor both in the pnib1ic and 

private setl.ors. Ine does not saeiie the galle degree of bltli lg 

inflormal 1etlor eiotrepranetirial activIty as in Colombia or El Salva­

dor, for exilmpl , where poor people have had scraible to make a living. 

(C11tailt:t in holh Il';iam5ail l hirldon confirmed tHat entrepreneurial 

li1:1 ivity does not1 axiat in thle LcolLLries to the same extent among 

the lowa-middle and lower classes. lli.torically, these people 

il hlh touilLrien have preferred to be employees and have lhad 

that option. 
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'11 projects selected and described in this volume are:
 
1) FEDECCRIiI)1TO (FederacIo'n de Caflaa do Credits)
 

PRIDEWO (Programs Integral de feuarrollo Comstnal) 

-San Salvador, El Snlvador 
-Type of Organization: (overnment Sponoored Finance and Community 

Developmeot Organizat ions. 
-Program Emphasis: Credit, managemtent naalstance, skills training, 

health, nutriLion, community organization. 

2) 	 FOCS (Fledvracin Ntnclonal (IL Cruzada Social) 
CII)ES (Cooperative Hnltlactlve tie Ilesarrollo Social) 

- 11oota , Colobs 	 I a 
-Type of Organizatlion: Savings and Loan Cooperative, Catholic lay 

affiliation.
 
-Program Empima;l: SavIIgs, credit, social development, Ihuman re­

souirce upgradlng. 

3) aIco del PacifJco 

-(Guayaqull (maln office), Q(ltIto, Ecuador
 
-Type of organization: Private development oriented bank.
 
-lProgrnm Emphas is: Credit
 

4) SEIAIE (An;aores para el Desarrollo) 

-Teguclgalpa, HIondiraq
 
-Type of Organlzatilon: Private non-profit organization.
 
-Program Emlimanlpa: Credit and social assistance to market vendors.
 

5) 	 INEI)ES (imntLtuto Ecuatorlano de Denarrollo Social) 

-Qulto (main office), Cuenca, Loja, Ecuador.
 
-Type of Organization: Private, political party affiliated housing
 

agency. Also anssits a few production co­
operatives.
 

-Program Emphani: Hlousng, mutual assistance, employment linkage, 
ptoduct ion cooperatives. 
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In Panamfi that situation, however, has changed and since 

the mid-1970's unemployment has increased to staggering propor­

tions. Even though unemployment rates are soaring in the 

country, the poor are apparently not starting their own econo­

mic activitises to compensate, possibly because they lack the 

skills to go out on their own.
 

In Barbados, the head of Women's programs for the 
 government 

explained that to a large degree the lack of entreprenueurnhip 

among the poor stems back to the Btitish coloniasl governmlent which 

provided for the well-being of people through the state. The 

wel fare state allowed the poor the dubious luxury of knowing 

theirbasic needs wold| be covered in any event. For the most 

part people apparent ly did not have to hustle to I ive at a
 

minimim level.
 

In places like Colombia, Ecuador, Iollthiras and El Salvador 

poor people have never been provided much security by the state 

autd due to a lack of fonaial sector employmenit opportliaities and] 

possibly alttronger sense of individualism such as in certain 

sections of Colombia people have worked at whatever they 

could to make a living. For this reason, the projects 

studied In-depth were located in these cotlitries where there a s 

more emphasis or, the development of sisall economic activities. 

Our object ive was not to elaborate an extensive inventory of 

proi'-ts working in this field. Irstead we selected five projects 

which seemed tv have elements which could give us insights into 

prograsming approaches from several perspectives. 
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1I. 	 SElTING 

(eneral Conditions: 

El Salvador Is a small country with an estimated popula­

tion of 4,526,000.1 San Salvador Is the capital with 700,000
 

inhabitants, or 15.4% of the total population. 2 The country's 

urban problems are constantly worsening, stemming from several 

Important factors including: 

1. 	 A high national rate of population growth. 

2. 	 Lack of available agricultural land to employ people 
In rural areas. 

3. 	 A high rate of rural to urban migration. 

4. 	 An unitable trana Ition process for emigrants from an 
agricultural to an Industrial and conmiercial economy. 

5. lligh levelsa of unemployment and underermployment. 
3 

These factors have combined to form the basis for the 

serious urban poverty which exists in the city of San Salvador 

today. 

The urban problems facing San Salvador are similar to those 

of many other rapidly growing Latin American urban areas. There 

in a serious lack of public services to meet the needs, of the 

rapidly growing popiulation. Potable water and sewage systems, 

adequate housing and jobs all are in short supply. 

Based on the E Salvador Ministry of Planning figure of 4.25 million 
inshabitaits in 1977 and an average poplation grow4th rate of 3.2% per year. 

2 Embassy of El Salvador, Washington, D.C., September 1979. 
3 

aEstudio tie N-sarrolloIrbain y Regional - El Salvndor, Ioctimento #25,
 
Ressiiuen E.jecutivo, Plage I.
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Despite these problems migration into the cities continues
 

unchecked. San Salvador has an annual population growth rate of 4.7Z,
 

well above the nationa' average of 3.2%. The segment of the popula­

tier, of the city considered to be poor, that is, with family income 

of US $175 or less per month, is growing at an even greater pace. 

(5.8% per year.) In 1976, it was estimated that 75,000 families4 , or 

51% of all the families in Metropolitan San Salvador were poor. 5 
By 

1987, 131,000 families or 57% of the total will be in this category. 

6 
There will he nearly 800,000 poor people living in the city's slums. 

Recent research indicates that of the urban poor: 

- 90% have family incomes of US $120 per month or less. 

- 35% have family incomes of US $80 or less per month. 

- 10% are unemployed and 20-26% more are underemployed. 
7 

- 7he majority have no title to the property they live 
on and renters are in precarious situations with re­

spect to tenure. 

- People lack the requirements for gaining access to 
even the most lenient fonnal credit systems. 

The division between prosperous and poor neighborhoods is 

striking and Invidious comparisons are unavoidable. The poor inhabit 

the urban slins (mesones and tugurios) and government housing projects, 

4
 
Averaging six people per family.
 

5 
Estudio de Desarrollo Urbane y Regional - El Salvador, Documento 025, 
Resumel Ejecutivo, page 2. 

6
 
Ibid, page 2.
 

7Ibid, page 3. Note: Within the poorest segments of the self-employed 
labor force the underemployment figure may be much higher than stated 
here due to the inadequacy of employment and low productivity of labor 
in the occupations of these people. 
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(campamentos) , where in many cases there are no public -;ervices. Ilie 

downtown slams (tugarios) consist of shacks perched on the sides of 

great gullies. Any materials available are used for construction -­

mud and sticks, cardboard, and scraps of metal sheeting -- the for­

tianate case use cement bilocI<s. Eroded narrow paths wind through 

the neighborhoods and are the only means of passage. 'NIesoneq" are 

rn(hown hoises in the city which have become teaenents. Many have 

tip to 10 rooms, each room housing an entire family. lie governmeat 

bailt "campamentoa " were constrie|ed for the homelem+s following tile 

1965 earthquake. Iliese provide somewhat better liousing and services 

than tie tLgurios. Ilie cement alleys which separate the row!; of 

wooden one or two room h(nmes have open drainage to central sewers. 

Electricity. communal water, sanitation facilities and washing tanks 

have been installed. 

Ulrban Infiorm al Sector terpri:es 

Any di scussmion of the "informal sector" runn the risk of mis­

interpretation. hMioy ue tile term in different ways and the meaning 

is often amigianais. 'lle following lescription will set the stage 

for tme uase of Lite term "informal sector" lhrosiglhoait tie paper. 

The poor neighlborhoods ia San Salvalor are filled with eco­

nemc activity. It is ertimated that 85% of the households .are 

enaged in tiny hloialesi;e wllidl often proviale 50% or more of a 

family init's income. Exampleq of Informal bauis iies es are: 

- arpentry and woodworkiiag shops lit home or in the pathsa 
aind alleys separatilg Ioaeis l;iaag nutrickly IPaaual 
technliaea. 
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- Cooking (small eating places). A small table wedged 
into a tiny room, with a gas or kerosene stove, and 
possibly a refrigerator. 

- Candy producing on wood fired stoves using large metal 
kettles, wooden stirring utensils and cutting boards. 

- Street vending (fruits, vegetables, clothing, lottery 
tickets). 

- Collecting bottles for regale to bottling companies in 
small carts or burlap bags. 

- Shoemaking done in a small shop (usually part of the 
house) or at a booth on the street. 

- Lainidering at public washbasin. or in the home. 

- Tailoring and general sewing using treadle sewing 
machines set up in any available space at home. 

- Retailing (small food stores most coanon) normally 
stocking inventor'ies on shelves in a corner of one 
room of the home. 

- Selling firewood. 

- Servicing appliances (radios, etc.). 

These businesses are often carried out by women at home assisted
 

by female teenagers and children who are not in school. Hen and teen­

age boys tend to seek more prestigious skilled or even unskilled em­

ployment in factories, markets, or other commnercial establishments. 

If men believe that the probability of gaining employment in 

the formal sector is high they may frequently chose to be unemployed 

rather than work in the informal sector. 
8 

11,uB, they remain free to 

See Wa. R. Steel, he Intermediate Sector. thiemployment, and the 
Employment-Coutput Conflict, World Bank Staff Working Paper 0301. 

8 
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search for formal sector employment. 'lie ability to do tllis, Iowever, 

is dependent on the existence of sufficient fanily income to flopport 

the job search period. any people prefer their children to lie 

formal Hector employees because of tie prestige and aemlnce of 

stability of incomae offered. Formal sector employment, is seen an 

the best way to gain rapid access to a better life. 

If enployment in the modern sector cannot be foondwith small 

investments people can become involved n informal sector income 

generating L ivitiea to sopporL themselves and their households. 

Income from informa sector enterprines i often equivalent to atsingle 

wage in the formal sector but it In generally tihe fruit 

of several family workers, Which most be taken into accornt in 

comparing Iormal sad informal sector individual wages. Informal sector 

bulnenses opierale below their cparclity hilarge part due to II"lk of 

capital. Rd nmrirt productivity reducing activities such as frequent 

purchases of materials and coilection trips are normal. Since, prodrc­

tivity itnthese enterprlees In low, ind vldual wages derived from iformal 

economic activitles are also low. 

Despite low productivity ant iricontis the more mmncce;sfrll 

entrepreneurs believe that there are enelitui to workinrg independently. 

Expensies for child care, t rarsprLrttt ion Ltoand from work, laundry 

services, etc. are recgnized ai being additional costs rerulting 

frn leaving the home to work. Wonremnwilh childreti fi1d the shift 

rcliedtles of modern iactoriei prrt icrilally 1islld tLomeet. 

()n the other hand, the frnntal rector is legally obligated to provide 
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fringe benefits 	such as pension plans and insurance, although these 

often avoided. Although the employee may have helpobligations are 


at home from other family members, major homemaking and child-rearlg 

rest with the mothers who are most affected byresponsibilities still. 

leaving the home. On the other hand, street vendors say that even
 

have their own 	 schedule and canthough they leave home to work, they 

take the children with them if necessary. 

Factory work is often physically taxing. As a PRIDECO 

promoter put it, people "burn out" while they are still young.
 

When they leave factory work their sole alternative is to work
 

9
 
sector.in the informal 

Tle Problems of 	Informal Sector Entrepreneurs 

A. Economic Consttsints 

Production Discontinuity: 

The major problem for the owners of informal sector businesses 

is the lack of capital. This has several consequences for 

their functloitng. Entrepreneurs often have only enough cash to 

When the inven­buy sufficient 	raw materials to last a day or two. 


production stops. To replenish inventories and keeptorieo run out, 

the businesses going owners must wnake several collection trips a day 

to cancel outstanding debts or borrow capital from money lenders.
 

9For interesting discussions of urban employnent patterns, see Guy 

Standing, "Urban Workers and Patterns of Employment" in Studies of 

Urban L or Market Behavior in Developing Areas, page 36-48, 

itnternational Institute for Labour Studies, Geneva. 
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Frequent collections sod separate trips to purchase materials require 

tine anl businesuee are often forced to shut down their shops to do 

thene tssks. Thlus, due to precarious canh flows, redundant acLivi­

tien are required, leading to a great deal of inefficiency and low 

productivity in informal sector businesues. 

Inabil it: to Extend Credit:
 

Based on a 
 sample of 483 informal sector businesses in Son
 

Salvador, three-fouvtho; sold on a cash basis, and only a quarter
 

were able to give Fisall a:i'.i'nta of credit to bosinesos customers and 

consumers. By extending credit they can expand their business to 

people who are paid weekly or biweekly. htil they are paid, in­

formal sector entrepreneurs are providing credit to others through 

their own savings. 'llie more prosperous they are the more savings 

they can generate for thina purpose. Thle arramgement is to the 

mutual benefit of both produceris and consumers. 

Ina|ility to Seek Better Pr.ce 

Owners miust sell their product quickly to get money to con­

tinue producing. If they hold omit for better prices, they put 

off obtaining ci sh roceiptg which they need to buy raw ,materialn. and 

production stopsl. 1hey minst sell their products at a low proiit 

margin in s highly competitive market and hope to maintain 

at leaut a small fixed clientele. 

'0 Slm[le of 483 or 17.17 of the entreprenteuns iuning snmall enterprise 
credit services of PIUIDECO' FEIECC{EIHTO during tihe period July 1978 
to July 1979. All information was gathered from program filen. 
(See annex I I for data sheet used.) 
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Inability to Obtain Quantity Discounts: 

Given the lack of working capital informal sector entrepre­

neurs are seldom able to take advantage of quantity discounts and
 

their production costs are higher than need be. 

Need to (it~ain Credit from tler r:I. rde 

Without access to b:nks informal sector entrepreneurs must 

often resort to small short-term loansi from money lenders who charge 

interest rates! which are often substantially higher than the regu­

lated (often subsidized) formal sector rates of interests. Depending
 

on the borrowers, money lenders lend on a daily, weekly or monthly 

basis. Very small daily loans often conasand interest rates as high 

as 50% per day. Twenty percent per L'Onth is the going rate for 

larger loans. 

B. 	Social ,rd Technical Constraints 

1. 	Informal sector businesses are located in the marginal
 
cormmnities; theft is often n prohlem. 

2. 	Materials are sometimes spoiled because of lack of good 
storage or exposure to ,ain. 

3. 	 The lack of security of land tenure in squatter communities 
makes owners reluctant to make long term investments. 

4. 	Ovhers and employees often lack basic production skills
 
(such as operation of sewing mchinies, carpentry or cooking). 

5. 	 The lack of information on how and where to sell limits 
profits. 
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To set the background for the following project description, 

a brief analysis of informal money markets and the issue of 

Competition and demand within the informal sector follows. 

Money Lenders:
 

iiney, lenders have costs, take risks and want to make a 

profit as do all financial institutions. Tile problem with aoney 

lenders is that they normally charge interest rates which deprive 

the entrepreneur of virtually all the gains made from the loans. 

In spite of this situation, entrepreneurs have no choice but to 

use the informal loans of mioney lenders as a means to survive, 

since their cash flow in so precarious. 

loney lendern charge what the market will bear. Since credit 

is scarce relative to the demand for it, it'l price (interest rate) 

will be high. Depending on the risk assumed by money lenders and their 

administrative costs, these facto, too will be reflected in the 

interest rate. The mjor problem with regard to the desirlibility 

of the service and the price which money lenders charge is 

whether their revenues from the service are used sobsequently for 

their own personal constmpt ion, savings, or increased lending. 

Il so far as money lenders irake it possible for more small 

entrepreneurs to get working capital anti increase their productivity 

then the service is indeed providing a positive economic function 

for the society as a whole. As more money flows to the sector 

through this channel competition for the positive rates of return on 

investment generated by informal lending may actually tend to 
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force the cost of informal money toward market rates. The problem 

lies 	 in who derives the b,-nefits of the increased productivity. 

rhis normiallv turns out to he the money lender through tie very high 

interest chirgted.
 

If increasied revenues to money lenders from the kinds of 

servi cci ihich tihey provide tire useed for their own personal 

conssomption habits, in opulent living for example, then we 

quiestion whether they are providing services which benefit 

alyonie hot theselves.I 

It is not clear that money lenders charge monopolistic rates 

of interest. What is clear is that their rates are very high by 

almist any sitandard. If they are not moanopoly rates. then they (Io 

not reflect contrived scarcity lut only scarcity arising from other 

nionicen. These sources are: 

I. 	 Imperfections in the capital markets induced by govern­
ment policiea, diversion of real snving and capital 
iW:'Litnilstion from sectorf, where rate.; of return are 
hiign into other sectors -- modern show case industry 
typically -- where returis are lower sod where sub­
nidiznrtion incres es the size of the wedge between 
the two rates and raises reail cost to the informal 
alid liethr squeez.d nect orn. 

2. Ititerfect iooi ii tlie capital markets due to ignorance 

of available !1oiii'cs of caital supply and cost. 

3. 	linper feet ions il the capital markets because of defec-
Live institut ions for enfor ing claims on dehtors. 

4. 	 It in fact money lenders monopolized credit tio the 
informal sector, this monopoly is ti'en a final source 
of capital market imperfections. 

Imperfect, ions in capital markets aare in part broupht about 

hy art ificially low inl(ren!d sil by governments and interest groups 

primarily within the fiirmal er'tor to stimilate its own growth. These 
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lev rates beliefit tlhoe people who are relatively well off and 

who have tie traditional guarantees which permit them the access 

to credit. Since at this artificially low rate, banks prefer to 

nake large, safe loans, tie stupply of credit to tile informal 

sector remaiti low. 

Since lending to the informal sector is perceived to be 

risky au well as custly, both public and private financial institu­

tiont will not lead at this level, therefore, availabi icy of credit 

will be low to the informnal sector. hlione entrepreneurs who will 

make credit available informally will charge the "famous'' high in­

tereat ratea -- thin is the price of credit, (reflecting scareity 

relative to demand within the informal money market). liTis aituation 

bat made it very difficult for small entrepreneurs to improve their 

buninesseu through the utse of credit. They une credit juNt to keep 

going. Their pei oidic cred it paymet H absorb aImon t aIl incremeita 

itt inocone, negatl ing growth. 

It is oft Pit potu lilt ed that money I endt-ri provide secuiri ty 

to the poor in te"tir of making ready cash available for emergencien. 

llie proponentn of thisi view fear that providing an inntitutionalized 

alternative (an Iit deacribed in the following project review) may 

cut people off from tie source and haive a let itegative effi-ct silice 

formal credit elystems will take longer to disburse fiods and utnally 

will not be able to deal with emergency ittitions. However, from 

intervicws with credit recipient the "Robin Hotd" image of tile 

money lenders is not felt. Some informal entreprenetrs recogntize 
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that borrowing money from money lenders could get them into serious
 

financial problems through extreme difficulty of pay back given the
 

extremely high interest. So they prefer not to become involved in
 

borrowing in this market if they can possibly avoid it. but at the
 

same tine, since they had Insufficient funds to invest they 
were
 

unable to improve their businesses.
 

,gornet itIion and Demand: 

While competition is strong, interviews revealed 
that entre­

preneurs do not consider their sector 
 to be over crowded. I'hey are
 

confident that demand is suffic ent for 
 their products and that they
 

could increase sales if they had the capital 
necessary to alleviate 

their cash flow problems and increase production. 

lie major effect of comjetition is to exacerbate an already 

tough situation. First, entreprenears face a neller's market 

When they try to obtain working capical for production, and second 

sinve entrepreneura must often cell their products for cash in order to 

s pport their household and buy enough inventory to keep producing,
 

they compete 
 for buyers who will pay iiunediately. Greater 

credit will allow them to produce'more and carry larger inventories 

if there is a positive elasticity of supply of raw materials from
 

outside the sector. 

Entrepreneurs could then continue to produce for several days 

providing short periods of supplier credit as well to customers, thus 

opening further market possibilities for themselves. 



On the other hand, informal sector buyers often simply do 

not have the cash to pay for goods imnedi~itely thus limiting their 

inventories. With more c-edit, these entrepreneurs would have mart! 

atock and raw materials aF increase not only their own businesses 

but their suppliers businesses as well. 

Tie lack of credit and its consequences - inef­

ficiently short production runs - typifies small businesses. Entre­

preneurs in the informal sector are convinced that with a little 

more leeway in their inventories, more production capability, in­

creased working capital, and time to seek new markets, they will be 

1
able to increase substantially their productivity and incomes.


By spending less time, effort and money on transactions
 

dictated by lack of cash they realize that they will have more 
of
 

all these resources to devote to the production process. Additional
 

income translates into more demand for the goods of other informal 

sector entrepreneura,furt!her opening market possibilities and 

employment opportunities in the production of food, clothing and 

services.
 

One should emphasize that informal sector enterprises pro­

duce goods and services vital to their own communities. Increasing 

availability of credit to the sector thus generates growth and 

production of necesaities for the muss of urban dwellers. 

1 1
Interviewees were all credit recipients which may affect the 
attitudes expressed by the sample. It was not a general sample
 
of all informal sector entrepreneurs. 
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By increasing incomes of the poor absolutely and relatively 

secut.3 both economicto the rich, expannian of the informal sector 

growth and greater income equality. In this respect it has immedi­

ate and possible long term effects quite opposite to those of invest­

ment in modern sector in "nhow case" industries. If the latter 

sector has been heavily subsidized, moreover, divertion of inventment 

from the modern to the informal sector would raise the real rate of 

growth of the economy while reducing income inequality. 

Arguments at varinnce with ours postulate static demands for 

goods and services of informal sector entrepreneurs. If the sector
 

is treated as a completely closed economy without any forward or 

backward linkages and no price or income effect on demand within the 

sector, then this contention would be correct. But only in a 

tautological sense. 

the beneficiaries of the PRIDECO/FEDECCREDITOInterviews with 

general theoretical considerations indicate
credit project as well as 


anthat increases in their productivity and sales, though small on 

individuaol Ibasis, make a large impact on their well being. Net sales 

for a tortilla maker increased from 18 colones ($7.20) to 22 colonel
 

($8.80) per day, a 22% 
increase after receiving credit. By the same
 

increase her productiontoken if the teamstress next door was able to 

throutgh having increased inventories of materials (solving the pro­

duction discont iaii ty problems typi fying the informal sector) her 

time can be uued in the business of producing clothes where she is 

into other activitiespresSumably most productive and not diverted 



such as producing tortillas at home for family consumption. If a 

small degree of specialization increases tier productivity through 

more efficient use of time and materials then tier income would rise. 

If her increase in income exceeds what Rhe pays to the Inrtil u 

maker, pilus interest payments, she can choose to consume more of 

the goods and Hervices of other entrepreneurs, invest in her own 

business or nave in other ways for family elnergencies. Part of the 

increased income is always ued for consumption -- a new blouse or 

food (often candy or soft drinks) --- which contribute to increased 

demand for other businesses either inside or outaide the sector. 

Somie of the increased demand may stimulate agricultural 

production by increasing purchases of food or other frm prodction. 

Some may be used for other formal or informal sector products or 

services. (Arguments which otate that some busineseu are automatic­

ally hurt as others prosper thus upsetting same delicate nubsistance 

hal ance of competition and demavd for informal sectar goods and 

services are based on a atiitic demand argument which has not been 

shown to be the case.) 

In any case income aind demand increasie throughiout the systeii. 

As long an the aupply of raw materials for production and other needed 

inventory, nsuchlas supplies for stores, keel) pace vilh the additinnal 

demadi for tiem., the process will not lie inflationary. 

If production increases in sny one line of businiess to the 

point where demuand is not sufficient, informal sector entrepreneurs 

normally have the flexibility to shift quickly to other lines within 
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a related field. For exnmple, a shoemaker may shift to making 

wallets; the tortilla maker oan add cheese to her tortillas to
 

change 
 the nature and quality of her product; and the small store 

owier can decrease stocking plantains aild stock hiore watermelon 

whei Lhey are in reason. 

Informal rector entrepreneurs are able to respond quickly 

to market conditions mitice lhey are not locked in by large invest­

ments ill specific equipment and inventories while their work Reldow 

requires additional formalized training. Not only are they cepable 

o f flexible response to meet market demand4 but they are also comi­

pelled to meet them by 
 the threat of potential competition that low 

ba rr irn to entry ensure. 

oil the whole, the major impediment to inireasing the effic­

iency of the iiiformal sector is the lack of working capital. This
 

ig evidenced by the high cost of borrowinp.
 

Ef fects of Inrcome Generation:
 

Expanding capital in the informal 
 sector by Increasing real 

incomes facilitateu the absorption of other kinds of long term asals­

lance in skillsn training, health, Outrition and banic community 

development. Ai incomes rise, family savings increase, giving rise 

to mini-developinent funds on the family level. These increases in 

income are often used to improve houslng, nutrition, health and 

eiaication, major areas of any development effort. As a rise In real 

income increases the demnnd for all goods, eve.. the goods provided 



-17­

through development assistance, become complementary goods. By 

raising family income, development agencies can promote better use
 

of their services by getting people to use 
their income increases
 

for their own improvement. This is where the other facets of an 

integrated development scheme can have tremendous effect. 

For example, income increases may oe spent an more candy and 

soft drinks for the childreN but with a nutrition education program, 

to accompany increased consumption better diets can be promoted. 

However, if people do not believe that they need or can afford to 

use the information they are receiving through a wide array of 

social programs then the development efforts will fail. 

Without credit time most pressing cash flow problema of in­

formal sector househoulds will persist leading to time and production 

bottlenecks perpetuating sectoral ineffiency. Productivity avail hle 

for the immediate good of society will be atiffled and lost and
 

incomes will be held at subsistence levels. 

Training, health, nutrition and other community development 

components are extremely important to the long term development of 

the informal sector, time polit fnr breaking thebut entry poverty 

cycle is through credit. 



I1. PROJECT VJESCRIPrION 

The government of El Salvador recognizes the magnitude of 

the urban problem it faces and has launched a comprehensive inte­

grated urban development progrmn with the objective of achieving 

general improvement in the conditions of the poor. 

lrough its urban community development program, Programa 

Integral de l)esarrollo Comurnal (PRIDECO) (Program for Integrated 

Community Development), and the Federacion de Cajas de Credito 

(FEDECCREDITO) (Federation of Credit Agencies), an autonomous or­

ganization with public and private funding, the government is 

making a strong effort to stimulate thie growth of informal sector 

entrepreneurs to increase their Incomes and, subsequently, increase 

informal sector employment, 

oa ls 

The goal of the PRIDECO/FEDECCREDITO project is to provide 

an institutionalized alternative credit source to the informal cati­

tal market (money lenders) in order for informal sector entrepreneurs 

to receive lomits, increase their productivity and generate income 

and employment in poor urban communities. 

Beneficiaries see the progrba in the same way. They believe 

that the program will enable them to lend a better life with more 

opportunities for growth for their businesses and increased well-being 

for their famillies. 

MEDECCllEI)ITO's pant Executive iresident, a former top bank 
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executive in El Salvador, saw informal sector lending as having
 

tremendous potential 
to reach very large numbers of peuple effic­

iently. While he recognized that "refinancing" is unpopular with
 

bankers, he believes in the case of
also that lending in the informal 

sector, refinancing is a justifiable initial objective. 

By refinancing people's debts in the informal credit market
 

the project has the immediate impact of increasing personal, balsi­

ness, or famly income. I'his is accomplished through direct trans­

fers to entrepreneurs of the difference beLween the interest payments 

on FEDECCREDITO loans sd those of montey lenders. 

If the project provides effective conipetition in the credit 

market, giving large numbers of poor people access to 
low cost credit, 

and with positive rates of return, then money le-iders would be 

forced to lower their rates to the point where people felt that 

their services, including that of providing financial security for 

the poor in emergencies, were worth the cost. 

The crucial objective for FEDECCRPEDITO is to provide 31 

effective, non-collusive alternative credit source to people who 

otherwise would be competillg for the relatively small supplies of 

credit (compared to the banking sysLewl) available through money 

lenders. 

(ice poor people have access to advautageour. credit sources, 

competitiou is created with the informal credit souirces, either 

bringing their rates down or forcing them out of business. The 

entreprnueurs can then proceed seriously on entrepreneutrial and 
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personal improvement, with hope ane pride. With tile worries of 

survival eased to at least a small degree, people will be in a
 

better position Lo take advantage of other services provided to
 

them through health and nutrition education and other community 

develolment progrnmg. 

In nddiLion to tile credit function through PRIDECO. other 

goals Include improved health, nutrition, coumunity organization, 

and some basic nssistance in notions of business administration and 

skills training. 

PRIDECO 

Blnckg round 

PRIDECO is a multi-faceted urban community development organ­

izntm founded in 1973 as an office of tile President. 1 2 
Its primary 

goals as stated by tileDirector of Planning are to begin the process 

of int,-grati:ng very poor urban alum dwellers in San Salvador educa­

tionally, culturally, and economically into society. PRIDECO person­

iel belicve that the "doors" to opportunity have been closed to the 

poor. State assistance is needed to open them.
 

Thie planning director believes that excessive philosophising 

ned theorizing about what tile nature of poverty is and how to resolve 

Home of the major problems is wasteful. Mhat needs to be done is to 

find tile way to quickly provide readily identifiable services to 

the communiteq to the grentest extent feasible. Resources 

12 let January 1979 tnll name wanschanged to PRIIDECO from OHCOM 

(Wficiua de Hejoramiento de Ins Comijnidades Harginales) (Office 
lot the Inmprovemeit of Marginal Cointlin ities). 



-21­

will always be short and the ideal situation in elusive. To wait, 

theorize, and plan projects 
 too 	minutely however, is counter-pro­

ductive.
 

PRIDECOls primary activities include:
 

1. 	community organization;
 

2. 	 promotion bnd organization of cultural and dports 
activitieu
 

3. 	infant and maternal nutrition; 

4. 	health services;
 

5. 	employment services;
 

6. 	adminstrative control of government sponsored housing
 
(campamentoe);
 

7. 	 skills training and up-grading; and 

8. 	 promotion ot credit assiatance to infontial sector 
entrepreneurs.
 

Some activities such as ikillu 
training are completely carried out 

by PRIDECO, but where it cannot provide services directly, it acts
 

as a facilitator helping to develop interinstitutional linkages. 

Tle next section on organization anti personnel is outlined to 

deal with the different projects and sob-sections within l'RIDECO. 13 

Since PRI DECO is a cailti-faceted commnunity development organization, 

a short description of eachi 
division is necessary to give perspective
 

to the credit project within the context of the overall Program. 

PIRIIDECO does most of the field work in the project and has positive 

ties with tie community. To understand its credibility it Is inter­

esting to have an 
overview of how it operates. 

13. 	 See annex 12 for organization chart. 
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Organization 

The Director of PRIDECO has overall responsibility for its 

operation and makes all major programatic and administrative decisions. 

Ifmediately below the Director, a multi-purpose office handles person­

nel, supervisory, and administrative functions and, generally, assists 

the Director in resolving problems. 

PRIDFCO has four divisions: Adminstration, Planning. Social, 

and Developmeot. 

Tie Administrative Division 

The Administrati.ve Division is responsible for accounting and
 

general financial record keeping. The ten employees in this Division
 

are responsible to the Executive Director.
 

The Planiin&Division 

The Planning Division does the resource planning of PRIDECO 

to ensure that the stated goals and objectives are reached. The 

Division ins a Director, a secretary, and two departments: the Depart­

ment of Riesearch and Programming and the Department of Engineering. 

To detect community needs, all offices are consulted. Promoters 

from the other divisions come to the Planning Division to express 

their views aud concerns about the state of the marginal communities 

nad to suggest possible corrective measures. Of course, this is an 

ideal; few promoters are really self-starters or idea people. Still, 

the Director of PRIDECO through his Planning Department does seek a 

broad base of opinion to determine PRIDECO priorities. Te Planning 

http:Administrati.ve
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Division does seem to seek out the utafi'a perceptions, and through 

community Assemblien, they learn of tihe conunnunity's felt needs. 

political cnrrenta in the country alio help define critical 

needn and project directions. llineDirector of Planning stated that 

PRIDECO trien to detect these needs in order to develop a means of 

addressing them through project activities. 

DeLpartment of Research end Prorammng: lie plauning process 

procedes with a request from lIlh)ECO'n director to provide a service 

to a given sector. line Department studies the situation and develops 

a work plan to carry out the proect. lipy then look at whrt re­

ourcen (both personnel and economic) are available. Often resources 

are lacking in which can.e planning tries to ohtain them from outside 

PRIDiECO through donnations, volunteer.s, and so forth. 

According to the planning Director, when it comes to vital 

necesnitien such an health, houiinnp, clothes, food or employment, 

PRIDECO .toes not attetupt to prioritize. They attempt to provide 

services in all these areas. Her point is that a siingle program. 

such un nutrition for infants, makes little difference if tihe families 

live in disease ridden couditons. Programs and servicen uinet. bie co­

ordinated and linked if the cycle of poverty in to brokeii. Iii this 

iusnanceamong other progrmi, health educatim, family planning, and 

skill training are needed. 

The department is staffed by a project developer and two 

asistants.
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.Te )erUartment of Eoineerin: T1tis department takes project 

plans and designs neceded Infrantructire such as retention walls and 

community centers. It also determitioef itfrastrnetiral costa. It 

coordinates with the Pelsearch nid Planning Nepartment to determine 

what other ri:;oitrceS ftie iicesary to carry olt the project snd if 

tihey are availlable. 

The Egineering Department is aiffed by a chief, an assis­

tant, a designer, and two technicians. An an adjunct to the Depart­

ment there i; a general nervices group consisting of twelve carpenters 

and el ect ric i inls. 

1lioe SociI Division 

Thiis sulbdivinlon Include PRIDECO'a nnmeroua social programs. 

It is the largest division -nd ling a numler of different programs 

orgainized as separate departmentti, including: Commnity Organization, 

Youth and Sports, nnd Maternal and lIifant Nutrition. 

At the division level, it is staffed by a director, an aeais-

Iant, ad i serretary. Each department han a director snd separate 

stafi . 

Promotera plaoy a vital role in PRI I.DCO'sactivitien. First, 

they help form represjentative bodiesi (assemblien) as a means of 

deteiting commuity needs anoi coordinating cormninity activities. An 

asieblil y elects a auntiinity Director to take charge of eliciting 

iointi ity resi)onoe regarding their felt needs to be brought to 

PlRlIl)ECi'a attatntio, lie consultit with other coinmunity lenders in 
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charge of coordinating cGimiliiy activities and with the commiunity 

discusses projects that may be implemented. 

Secondly, the promuotera use the assemblies as a ieans of 

promoting I'RIDECO'u on-going projects. Promoters work closely with 

those corununity leadlurs in charge of specific programs, such as 

health :rrrnpai ,-* ro el;iure the .- avaunrity is aware of and rises 

PRIDECO'a program.u 

Third, they maLe home viiit.s ill order to listen to people's 

problems and to explain PRII)ECO'ni programs. Each home visit is de­

signed to have a program ojective Such as a short chat on housing, 

nutrition, or employment. Usually they are able to visit three 

families a day for about a half-hour each. A- PRII)ECO does not 

provide promoters with transportation, invch of their tine -- up to 

three hours a day -- is spent reaching clients by public transpor­

tation.
 

Fourth, through their home visits, they identify potenti al 

comiunity leaders -- those who have orl interest in cotnirrnity improve­

melnt and who are willilnrg to assist in prograin pruidotlioll and develop­

nInrt ill tire commIllrlity. 

Every two or three weeks over a six month period, promot ers 

visit those families showing leadership potential. 11hey cover one 

objective or dfscua;sion topic per visit until they have completed arr 

entire prugra.r covering nutrition, housin g arnd so on. 
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'ielhuir.tment of Yolth anl Sports Stimulaten the developmenti 

ol recre:ational , edilcational, and eiiltirial eveits. '11%eytake adjan­

tage of yout h'n etnhuiim to form teaims ;iuid cuiituii'l -roup4 in tile 

:(oliniiiilitj|e ,I hIni pIrovidinp a construcLive way for yotal g people to 

oilcopy their spare t ime. 11iie l)epartmeut is it affed by a chief , three 

lniotutr, ni iitiecretary. 

1lelh-partneit (ifKiter_il and Infait Nut.rition attempts to 

im ll(ive the io ty i luandig of nutrition. aildiLion toi illl iIde'. hi 

its ecliia ilnal ipro|gi as, it di!;trilItjten food t pioor toImuaiit lei 

th t Crtritano,; i'haritihbIe Catholic orgizatioin. There is a amall 

ihalil.e to beI.l i ciarivi Litrover contls of the progriom. PRII)ECO han 

dueve'loped a great deal of cred ibil ity through thin program which it 

hlis ivieud ilk its o1ier progrmi , ich i as creiiit asnistance. The 

lepalituient hasi 21 eimloyeen including the Chief, necretary, afiotant, 

two s ierv isors, 12 jl5-qtr.tor , and 4 packer". 

i'hoIervJojl iDenI)tvi'on Is coilapoied of three departmentit 

C(;Iinil ;vid Ski!lh; Training, Civic anduSocial Organization, and Coop­

,i ir ivimm anld Ci-dit Asqii.lance. We will examine thin last departmeint 

iii deliail. At theidivi!jiiillil levl!, it is ntlffed by a (h1iief and a 

,ic ret oly. 

Ii.0.,par .in ft Crafts and ';kill 'Tiu-ii trains peol e in 

lIow or Iidli tolevel nkills for u.;e inI fornul sector empliyment or in 

hlir iwn econlomit eliui,siVuu'. in their ulop~s -- set up in publicit bil­

dins -- PRIITCO inntrocLors give tiliort couraes ii hmiihcrfts. They 

il!jo iriovide hOliger ioolrschu, lI sewilig, s.-iuui. maclhiie operation 

(hoii I lh hutri l i h uisarn.c),and nni i po 
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These courses may last ip to two years. They are given in 43 Academ­

ies throughout the country. The Department has 28 instructors hut 
no administrators; it is directed and coordinated by the (hiief of 

the Department of Cooperativism aid Credit Assistance. 

The DepartieLit of Civic and >,rial Organizatio. has polit­a 
ical orientation. According t. Its Chief, tie department's job when 
it was set up on ?-ay 1, 1979, was te go to the community to "explain 

individual rights to the peopl,! ad promote and defend the constitu­

tion of the country and the government." 

Recently, an employmenit service was added to the Department 

to facilitate employment of people from the poor comimnities in the 
formal sector. Even this program is politically oriented; essentially. 

thie Department vouches to employers that the reconmuezLdee is not a
 
"revolutionary ". 
 (e's impressions, from tle Depirtmeiit' Assistant
 

(Iiief and other 
staff, is that this department erjoys little acceptance 

by the the 


was started 


other segments of PRIDECO organization. Its newness -- it 

on Hay 1, 1979 -- and particular orientation seem to separ­

ate it thefrom rest of PRIDECO. The Department is staffed by chief,a 


assistant, secretary, 
 and six promoters.
 

Thie D_jartnent ofCooirativifis 
 and Credit ,A.ssistance does 
promotion and the initial paperwork required for ciedit to informal 

sector enLrepreneurs. It is a new departmeot, formod at the start of a 
collaborative credit effort between PIRTDIECO and FEDt.::REDITro. It is 

staffed by a chief, secretary, credit secretary, and six promoters 
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(four for the FI)E(CREIITO project and two for cooperative development). 

le chief of this depnrtment is also responsible for detecting 

non-credit naistalce needs and( superviscing training funct ions, lie
 

organizes low level administrative assistance courses for credit re­

cipients and skills trainin 
 for all PRIDECO clients. lit the courses 

are lot compuilsoory. 

'ersonncie l
 

There nre 147 employees icc PRIDrCO of which 90 are field pro­

mlotl-rs who spccid 
 most of their time out of tie office. I11e rest are 

tipper level director,, divinion directors, departelnt chiefs, secre­

tarie , and plning, admini.trntive, an general servicer staff.
 

Ilany of the division directors and department chiefs get to the field
 

lut not on n r'ccint illit )ci5l ictts In. 

Staff -- r and-ofile(hiefn
 

'lle Iirector of PRI)ECO, 
 Col. Julio R. Zepeda. 52 years old, 

letIrid from the army in 1976. lie Ilan 34 yerr. of military experience, 

ainl ie's spent mancy years manuig ing- connunity oriented organizations 

ri1 iy ihe gouvernment. For exnmple, from 1974 - 1975, lie was Iresicdent 

(if FOCO (losnentci C'onperativo -- Cooperative Development) -- currently 

called IltIECO -- a governnent rural comnunity development organization. 

'lle director in canned by tihe President of El Salvador. Iis salary 

i.s 1.40li *lhionts/month ($560). 
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The Director of Ayudantfa, Edgardo Velasco is 35 nod haa been 

at PRIDECO for only a few months. lie has worked in private business, 

and his last job was at FEDECCREDITO as chief of the computation 

department. lie's an accountant by profession. 

By his account, he was one of those instrumental in getting 

PRIDECO anj FEDECCREDITO together in the joint credit program. Be­

cause he worked at FEDECCREDITO, heknew of their interest in urban 

informal sector lending. lie is unable to visit the poor communities 

often, but has expressed to me his recognition of the vast preblems 

of the city and country as a whole, lie is very patriotic and expres­

ses a fervent belief that El Salvador and its people will be economic 

and social leaders in Central hnerica. Currently, he is studying 

business administration at night. Salary: 900 colones/month ($360).
 

ThieChief of thc Social Division, Pedro Qinzilez, is 26 years 

old. lie received hia high school diploma in 1974. Since then, lie has 

worked in urban community development continuously. His last position 

was in PRIDECO's Social Division as chief of the Comaunity Organization 

Department. Salary: 875 colooes/month ($350).
 

ThreChief of the Development Divisioo, Jose Melara, is abotit 

38 years old. hliepersonnel manager knew little about him. Salary: 

650 colones/month ($260). 

uIle Chief of the Department of Cooperativism and Credit Assis­

tance, Fernando onzalez, is 26 years old. lie has a high school diploma. 

ilia last position was with INSAFOCDOI', a government cooperative develop­

ment organization providing technical and credit assistance in rural 
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areas. Salary: 450 coloueslmonth ($180).
 

Division chiefs and other top officials seem to be political
 

appointees with varying educational levels. There's no exact docu­

mentation, but educational levels range from high school diplomas to
 

some with several graduate degrees. 

1ieer Level Personuel 

Secretaries normally have high school I2vel educations. They 

are usually young women with one to five years experience. Salaries 

average 400 colones/month ($160) for both department and division
 

secretaries. The Director's secretary makes 550 colones/month ($220) 

hasically as a result of her higher position. 

Social Division promoters seldom have high school educations; 

some have little more than primary schooling. A few cannot read or 

write. However, more of the promoters currently being hired by the 

Division are high school grsduates. Th e Division Chief feels that he 

needs at least high school graduates to develop a credible social work 

program. In contrast, the present program of primary information
 

promotion requires lower educational levels. 

(a the other hand, cooperative and credit assistance promoters 

have higher levels of education. All four credit promoters for the 

collaborative program with FEDECCREDITO have high school diplomas, and 

are studying at the univeraity fcXr degrees in indnrtrial engineering 

(2), chemical engineering (1) and law (1). 

PRIIDECO promoters are poorly paid, receiving only 25% more than 

minimuim wage. Then again, their qualifications are often little better 
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tian factory workers. Still, people happyare Ln becoie promoters 

as jobs are scarce. Salary: 300 coonieus/sionl ($140). 

There are no standard hiring policies nor are there specific 

job descriptions or requirements. liring practices Heem to he hiaeil 

on two fa ctors: fir-it., that people are willing to work for the wages; 

second, that they meet with personal favor from the top staff. lie­

caume of 
 Light budget coostraints, salary levels are low, especially
 

at the promoter level.
 

Interestingly enough, 
 the low wages have had the effect of 

attracting people who are perfectly appropriate to do the work reqpi red 

(f[ them. 'Ilis is caper al I y true of cred it promot ern, on ivern i ty
 

students working their way 
 through school who work almonst with the
 

spirit of voluntarlain. 
 Their poshtion Is temporary, and they hook
 

forward to another 
 career ani higher salaries after graduat ion. 

W4hile lary levels could be somewhat higher, high salaries
 

tend to atlract over qualified people, 
 such an highly trained social 

workers and other specialistn. In olher programs ihis author has ob­

nerved, such over qualified promoters are quickly bored with the day 

to day prohlems of the informal sector. Iliey seek ot positioin with 

hi ghly funded governrment organizations or prestigigous forinal sector 

eterprisen. lhin catien sohtantial ataff turnover and programn dis-

Cont inuxty. If they do continue wil the program, they attempt to 

adjust their jobs and action to fit their personal profensimial ob­

jectives and needs. 'ITheresult in a markc(I change in program objectives 
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and heneficia.'y groupif.
 

Fmployee levelsi fieem to reflect PRII)ECO' priority areas for
 

community activitien. lie (niinmunity Ornnitzation fnInfantd nd
 

HIL'ternal lotrition Department of 
 tileSr.cifl Divinion ant the Depart­

mvnt of Craftn anid Skill Training of the l)evelopmeott r)vinion 

eipl y l30%, or I? (if the 90 fit.ld w.,rke-s: i.e. promoters, noper-

viI;i' II iid o; Iorl rn 

Other departments ae I the admioistrative anil soperviioory 

-;ipncity to expand, bot 'Rl)ECO'ii slim reuource preclude :tiring 

add It i onnl )romot v rs. Hoqt Itsfire anniflned to the training, ntri­

tiii. ;fid (rg iz.itloiicoapooents. Programs like credit aflsistanre 

ate Ild hack. 'Ilierorrmt director Itlclines toward what lie conaiderS 

tis more visilill, plog -;im fireai of nutrition, health, and housing. lie 

seenlin to lie IseIo iotereuted in credit, ponnibly because of its inter­

iontil tiot l Iontore. II1thia regalri, I'RIDECO feels that desplite 

havin$ug dune all tie promotion andol niti3 paperwork in the credit pro­

|ram, it in not gettinlg enough recognition from FEDICCREITO for its 

effortti. 

l'RHII:{:O is no office of the Preuident of El Salvador. I'lenpite 

Iht! tetnuigly ildvantaj.-eoiou paosition, it in poorly funded. 'lietotal 

imonlily bIldge iimonntn to 70,188 colone./montli ($28,315.20). 1'liegovern­

iiit provideq 91% of tht' total. General fr .ds -- that is income derived 

from ilt nki lI I raining pr%,ram,, refit f rom government bhult housinug 

http:28,315.20
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MHLO11.Y BUDGET
 
(An given by the accountant on Aaugust2, 1979)
 

Colones U.S. Dollars
 
tuminiStrative Division:'
 

Government 13,805.00 5,522.00
 

General Funda __2531.00 1,012.40
 

Sub-total 16.336.00 6,534.40
 

Development Division:
 

Government 22,135.00 8,854.00
 

General hinds 346.00 138.40
 

Sub-total 22,481.00 8,992.40
 

Social Division:**
 

Government 19,885.00 7,954.00
 

General Funds 2,913.00 1 165.2O
 

Sub-total 22,798.00 9,119.20
 

Planning Division:
 

Government 8,840.00 3,536.00 

General Funds 333.00 133.20 

Sub-total 9,173.00 3,669.20 

Sub-total: 

Government 64,665.00 25,866.00 

General Funda 6,123.00 2,449.20 

Grand Total 701 788.00 2 ,5.20 

lire costs for the Iirectora office and Ayurlatfa are probably 
included in the Govermseurt line for tire Amnistrative Division. 

* Income from the food program in used to cover the cosit of the 

program; thus, tLe total for General Funds iii the Social Divisinn 
is proportionately higher thar the total ir the otheridivi.iora. 

http:9,119.20
http:22,798.00
http:2,913.00
http:7,954.00
http:19,885.00
http:8,992.40
http:22,481.00
http:8,854.00
http:22,135.00
http:6,534.40
http:16.336.00
http:1,012.40
http:5,522.00
http:13,805.00
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for which it is responsible, fund raising through bingos, games, etc., 

and sales of food rations through the aritas program -- accounts for
 

the remaining 9%.
 

Covetnment funds are used to pay salaries 
and utilities. There 

is no rent since the offices belong to the government. General funds 

ate used f-r: salaries which are not yet on the official roster of slots 

nllouwed to PRIM)ECO; lighit in the academias; purchase of office equip­

meat, furoitore, ttansportation and supplies; and general office and 

vehicle imaintenance. A coon lhe seen, the bulk of the budget goes
 

towards salaries; little is spent on overhead 
 and other coats. 

Cost _f Cred it Promot ion and Administrat ion to PRIDECO 

The Department of Cooperativism and Credit Assistance spends 

3,500 colones per month ($1,420) on personnel. This included all 

secretarial time for the Division. 
This is out of the total Develop­

ment Division budget of 22,481 colones per month ($8,992). Hence, 

running the credit absoibs only 16% of the total Division budget and 

only 5% of l'R!IWECO's monthly project budget. Even if one includes the 

salaries of Social Iivision promoters -- who occasionally inform people 

it the commuoities of the credit program -- the program's cost is low. 

Let's say, for the sake of trying to determine the level of 

subsidy, that tile Social Division cost for credit promotion ia 2,500 

colones ($1,(00) or nhout 8 person months. Tie total costper month to both 

divisions for promotion the-n would he 6,050 colones ($2,420). Given 

that an average of 25 solidarity groupsA receive loans ench month, tile 

"te: to h, explai.oud in detail later. 
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promotion and pre-ciedit visits cost only 242 colones ($96.80) per 

group for first loans. 

Assuming a minimum of five loans per group, this means that 

the promotion subuidy, not including tie progratus low overhead costs, 

is approximately 48.40 colones ($19.36 per loan). 

Now let us look at the other partner in this joint credit
 

program.
 

rFEDECCREDlrO
 

Background: 

FEDECCREl DITO was founded in 
1943. It is a financial inter­

mediary and it is the coordinating office for the 42 affiliated credit 

agencies (CaJn de Cr'dito) throughout the country which make up the
 

rural credit system. 
 Each Caja is ruin as an autonomous business and is 

legally set tipas a cooperative. FEDECCREDITO, however, determines 

policy; essentially, the Cajas are tie channels for credit and tile 

local administrator of the lending activity outeide the city. FE)iCCRE-

DITO directly administers credit within Sai Salvador. 

Since its founding, FEDECCREDIT) hamsbeen dedicated primarily 

to rural lending for very small agricultural activities. FEI)ECCREDITO's 

principal role is to channel credit funds and a small amount of the 

administrative and technical assistance relative to the size of tile
 

program to the rural Cajas. Yet since 1943, 
 it hat assumed additional 

functions to administer irban credit programs as well.
 

Over time years, ir has also 
gained a great deal of experience 

in tile area of group lending in markets throughout the country. 
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In 1952, in tile city of Cojutepeque, they developed the credit 

group guarantee mechanism to provide credit to people who lacked 

traditional guarantees and who were dependent on moneylenders. 

The program was a success. Since then, they have expanded it 

slowly, but steadily. The system, which will be described in de­

tail later, relies on the credit group and peer pressures as tle guar­

anteers of loans. Dspite success in this area, until recently, 

FEDECCIIEDITO allocated few funds for this credit line. 

FEDECCREDIrO receives funds from outside sources. It then 

lends money to the Catas who onlend it to the final beneficiaries. 

Siuce the Cajas do not have their owi loan fluds, they rely on the 

interest differentials allowed by FFDECCREDITO to pay their over­

head and administrative costs. Thle whole FEDECCREDITO system cur­

rently reacheq 70.000 beneficiaries through its credit services. 

Lians run from U.S.$20 to 1.5.$25,000 maximum. 

Fund in: 

FRI)CCEDITO reciives funds from several sources, the most 

important being the Central Reserve Bank which provides about .07 

of the total portfolio for all credit lines. FEDECCREDITO has 

assets of approximately $42 mill ion. As stipulated in the rural 

credit law of 1943, the government sponsored mortgage bank (Banco 

Hlipotecario) was the primary funder, while the Central Reserve Bank 

too k n secondary role providing about 20Z of the loan funds. 1tith 

the 1976 reform of the Rural Credit System, the Central Reserve Bank 
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took over the role of major "yatem fonder. 

Other nourc2- of funde are bond;j, depocitn from government 

institutions, accumulated profiL from their lending operation , and 

external borrowing from the World Bank, Inter-American Development 

Bank, and one U.S. Commercial Hank. There are no private depnsitiu. 

Funds given to FEI)ECCREDITO by the government of El Salvador 

are used primarily with the agric'ultore and live stock developmnent 

credit line.
 

The Inter-American Developmeit bank tupports tie rural 

community development effort wil.h a 4O-year loan of $5 million, 

interent jout paid at the rate of 11 per year for the fi ftt10 years
 

and 21 thereafter. 
 The World Hank ha:i lInt $5 million at. a 6% 

annnal rate to smupport the torban comiskini ty development effort. 

I.ines of Credits : 

Currently. FEIE.CCRI)ITO seven lines.offers credit The 

firat three and the laustare offered throughout the uysi em. Time 

tent are offered only in San Salvador. They are as follows: 

gj
g. . tue"j__1_L yen t-'k Dcvo L"(Fomento Al:,roperoar io): 

Loans for biying s'ved, fert ilizer, pesticides, cattle, 

pai Lre improvemelta, improvement of installatione, and so 

o. It in by far the most immortant credit line historica­

fly. 

2. Ijn!hi;uurjial".poune i drv ice (Fi nanc ianihnto e I dthini­

tria, Comervio y Servicios): 
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For small non-agricultural enterprises such as small
 

corner food stores, repair shops, and artisans.
 

3. 	 r.ulnr Credft (Cr~dito Popular): 

Small loans in the markets with solidarity group
 

guarantees.
 

4. 	 VL)p gj.nmt.iJniJ2S Vel_. L]2l(Desarrollo Comunnl Urbano):
 

Tlhe World Banik/ FElIECCREDITO pilot project for lending to
 

small ousinesses 
 ii the tnnrginal urban conimunities to 

the solidarity groupa guarantee procedure. 

5. 	 In torubILnn riyn REmv1 yre _ (Pr..stamos a Emples­

dos Pnbilicos y Privados):
 

Is funded strictLy 
by GOES general funds and administered 

by FE[FECCREDITO. 

6. 	 Edcntion redil; (Crdito Educativo EDUCREDITO: 

For low income people who lack resources for education. 

7. 	 [u'AIi-LgpmLiiPjty Dvelonmenti (Desarrollo Comunal 	 Rural): 

A new line for rural small 
enterprise development. It is 

funded by the liter-Amerlcan Development Bank and made its 

first loans as of August 17, 1979. It is experimenting with 

the use of credit groups in rural areas. 

FEDECCREDITO's Executive President is appointed by the Presi­

dent of 	 the Republic of El Salvador. lie if President of the Board 

of Governors which o-nsints of representatives of two Ministries; two 
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state banks -- includi,- the Central Reserie Pank, ard two local 

credit agencies, lie is in a powerful policy-making position 

and strongly influences FEOECCI(EDI'i) operations. 

Next in hierarchy is the General Manager, who essentially 

oversees the various divisions and nakes day to day administrative 

decisions. 

There are four divisions: Planning, Affiliated Cooperativeo, 

Finance and Administration. Each divisioniihas several departments 

under it. In turn, lines of credit are as..igned to the specific de­

partments. The departments provide administrative support to the 

credit lines and in the case of agricultural credit, provide a snnall 

degree of technical ajsiastance. 

Urban Cnntsninni ty Ievel toj1nt Deji tnnetn t: 

Since our primary interest is FEDECCHEDITO's role in provi­

ding credit to the urban i:ifonai sector and its linkage with 

PRIDECO, a lung ex;nnination of the many divisions and departments 

is unnnnneesaary. We will concentrate only on those depantrients anid 

divisions directly related to the credit project. 

Several yennra ago, the World nlik identified FEi)ECCIil:ITO's 

system to implement ann informal snector credit project in Sai Salvador's 

slums. Tis credit project was to be banned on a mochaninm already 

in use in the mInarkt. places as a part of FEInECCEI)Irons popnular credit 

program.
 

To administer the project, FEDECCIREDITO created its Department 

of Urban Connunity Development. and in Dec,!udber 1977, it disbursed its 
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first giorup lonui. in the project. There are 16 employees in the 

D)eprtmeat led by the DepnrLinent Chief who h:us one necretory. 

huc:h Hecion hni a Sect ion Chief and 6 employees. The department 

is divided into two Bect ionu, the Credit Sect.ioo and the Accc-utiogp 

l i m ul Operatioll.tial 

The credit Section is staffed hy ai Section Chief, two 

h"Vltlul,)i i -who vijiL credit nppl icnntn in the conm'unit ies, one 

uipllicat iouo ilciver -who receives applicntions an they come Into 

VI)It.CCII.Il1O, oilt Coittudct A.ssi.stant, and one Secretnry -who mallagen 

apli'icat ions1 and relgi.iteua nll lonn re' ipieut s. 

The Op'rntion.l Set ion in ntnffed liy a Sel Io Chief, two 

AcvoIIl jig A!Hi!aat;, three L.oanri Col lectors -- two for groups and 

one for indivithn loans, one office worker -- who receives mnd 

auccounts for daily cnash redeipt ;nd anssiot in other office functions. 

l; r oi i(c I Prof ile: 

The )epvartmeut Chief h1 recently been trnsferred from snother 

. i,) ueeof F.I)ECChIIITO. Previourl y, she was In the l)epa,7tment of 

l.oiiio; I) P'hbl ic oad 'rivale lEmployees, where she wan in chnrge of 

llllil a!. She i:i a So:n 1 Worker and I!; lno certified to teach 

ill a piinmry s'ho)ol. Correitly, Olie .todiv: at liglht atll in aboutl to 

receive a coll,,e dluegree in p:;ychlogy. She Is in her mid-30'n. 

The Chief of Lhe Credit Sect. iou in also aI Socin. 1Worker wiLh 

Sjiunior olle,ge level degree -- Social Work in not yet a univernity 
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degree 	in El ialvador. Age: late twenties. Salary: 650 colottes
 

/nnth 	 ($260). Also within the Credit Section tire two Evaluators. 

Both are high-school graduates with twelve years of education. loth 

took the connercial track. Ages 20-22. Salary: 350 colones/mnonth 

($140). 	 They also receive 10 colones per week for transportation. 

The Applications Receiver is also a high-school graduate.
 

lie took the academic track. Age: about 22. Salary: 300 coloner./
 

ionth ($120).
 

The Contract Assistant has a high-school degree. Age: about
 

26. 	 Salary: 400 colones/month ($160).
 

All three Secretaries have finished nine years of general
 

education and three years secretarial course. All are in their mid­

twenties. However, the department Secretary earns 500 colones/month 

because of her higher position in the department. The Section Secretaries 

earn 350 colones/month ($140). 

The Chief of the Operations Section is an Accountant with 

several 	 years of experience at FEDICCREI)TO. lie has a high-school 

degree with a comuercial track and has completed two years of night 

study toward a university degree in Hsineass Administration. Age: 

about 28. Salary: 700 colnies/month ($240). 

The two Accounting Assistants are both high-schonl graduates. 

goth took the coumercial track. Ages: early to mid-twenties. Salary: 

400 colones/month ($160). 

The all purpose Office Worker is a high-sichool graduate, lie 

also took the copmnercial track. Age: early twenties. Salary: perhaps, 
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300 colones/month ($120).
 

The three Loan Collectors each have nine years of schooling. 

In addition, they must meet the following requirements: 1) own a 

vehicle, such as a car or a motor scooter, 2) provide personal
 

references, 3) be able 
to get along with people and 4) want to work
 

With poor people. Ages: mid-twenties. Basic Salary: 
 200 colones/ 

month ($80). As a contmission, they receive one percent of the funds
 

they collect each month. 

This commissinn can be quite substantial and leads to a good 

Icome for the collectors. Collectors assigend to solidarity groups 

may earn as muuch as 1,000 colones/month. One Loan Collector estimates 

that he can cover about two hundred groups a week (moat groups pay on 

oti a weekly basis ) and collects about 19,000 colones per week ($7,600). 

It should be noted that FEDIECCREDITO's role as banher in the 

project with I'RIDCO less andrequires promotion more administration. 

l'oisis reflected in the staff profile. (july five of the sixteen Urban 

Commntity hevelopment Department employees are field workers. The re­

mainitig employees have strictly office functions. 

FE)ECCREDITO has fairly well established employment policies 

and seems to hire on a competitive basis; on the other hand, PRIDECO 

seems to hire employeej on a personal hasis. For example, FEDECCRE.DITO 

uses vacancy announcemencs and job interviews in the selection process. 

On Lhle other hand, PRIIECO often seems to hire employees first referred 
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to it by its own staff. 

As can be seen, ot;larien are comparable to those of PRIDECO; 

they are low. BItt, where an toI'RII)ECO pronoters and staff appear 

consider their work temporary, FFDECCRE)I'os staff seemed to be quile 

professional and consider their jobs career positions.
 

One weak 
 point in both i'RIi)ECO'a and FEDECCIREITO persionnel
 

system seems to 
be in the area of htaff orientation and training.
 

Neither organization has a fonal orier.'ation 
or training program;
 

rather, employees .-eceive oa-the-job. Jrientation. Field workers front
 

both agencies have utated that more 
 formal orientation and training,
 

however, brief, will mhake them 
more effective more quickly. 

Coat of lending to IE0IJCCfiED;I'rO:
 

FEDECCREDITO's personnel costs for the project 
 are 8,060 colonea 

per month ($3,224) plus an additional 28% for fringe benefital total 

cost -- 10,316 colaos ($4,126). It in interesting to note, that since 

Collectors receive 1% of the total they collect each month, they make 

as much or more than tupervinory staff. Thin ciphasizeo the relative 

importance that FEI)ECCREiDITO asnIpinn to collection. 1he three l,llectors 

make a total of 1,400 colone/month ($1,360) while the remainiog eleven 

office stuff make a total of 4,660 colonea/month ($1,064) plan 28% for 

fringe benefits). 

Anituning that 50% of the Evaluators line In spent reviewing 

new applications, 30% of the Collectors time is spent collecting first 

loans, and 30% of office work is related to plocennong new loans, then 

we call esitahlate that parsonnel cost for first loans total approximately 
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3.177 colones/month ($1,270). 
As an average of 25 new solidarity
 

groups 
receive credit each month, the personnel cost to FEDECCREDITO 

Is roughly estimated at 127 colonel per group (50). If each group 

has an average of five mem.ers, the cost will be 25 colones per new 

Loan (10).
 

Certainly, to obtain 1' more accurate cost figure per loan.
 

one needs to calculate overhead and some oersonnel cost outside
 

the department. Still, the cost trend seems to be 
very reasonable. 

Totalling the estimated 
PRIDECO and FEDECCREDITO personnel cost
 

per first loan, we arrive at 73.40 calones per loan ($29.36). 

The PRIDECO/FEDECCREITO ULinka _: 

Initially, FEDECCREI)ITO's Urban Community Development
 

Department was responsible for all aspects of its informal sector 

credit program with the World Banrk. They handle promotion, super­

vision, technical assistance, and collection functions. 

IHowever, it soon became apparent to FEDECCREDITO that its
 

credibility in and acceptance by the urban marginal 
communities and
 

thait the program needed reorganizing. 

According to PRIDECO, people in the communities have little 

confidence in credit institutions since they have been hurt by them 

in the past. Without going into detailed information, past programs 

havu been inappropriate to the needs of the people in the urban 

communities; therefore, any offer of assistance is suspect and gaining 

the conf ,deice of the poor is difficult. 



Under these circumstances, FEDECCREDITO's Executive Ptesident 

felt that It was necessary to utilize an organization already woiking
 

in the communities to do a large portion of thle promotion for its Urban 

Community Development Project. PRIDECO's mnltti-fareted programing
 

-- which includes community organization, nutrition, health, and ozher
 

well accepted programs-- appears to have galsne tlhe confidence of the
 

poor by demonstrating its concern 
 for and interest in them. PRIIDECO's
 

promotion for FEDECClhEDITO 
was to give the project tie credibility P 

needed to 'Jurvive.
 

Thus, PRIDECO was contacted in 1978 by FEIDECCREDITO and agreed 

to 
set up a Department of Ilandcrafts and Credit Assistance, presently 

called the Department of Cooperatives and Credit AssisLance. This sew 

department was charged with promotion, superviaion, and technical
 

assistance 
of the project, and in late payments cases with callect ion 

as well. FEDECCREDITO would account for World Baank funds, verity 

applicatione and collect 
loan payments. FEDECCREDITO would receive
 

P'hIfiE'C' services free of charge. In effect, ]'RIDECO would subsidize 

this project by about $20 per first loan. 

Since the beginning if the project in December 1977, 2.736 

separate informal sector entrepreneurs had received credit. Because 

of the simple efficient mechanism used, a high percentage of beiiefi­

ciaries have received up to four and five short term loans during this 

period. By August 1-79, including repeats, the project had disbursed 

separate loans totalling over $1,500.D00. Loans from the PRIDECO 

/FEDECCREDITO system had been spread out over 37 of the poorest neighbor­

6.000 
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hoods In San Salvador; roughly, these neighborhoods leave a
 
14
 

populatJon of 20.000 Inhabitants. 

The project hns had no problem funding the credit line,
 

and the World Bank to cosihlerng another loan to expand the
 

project [urther anod to re-design the technical assistance function. 

Projec t Heneficiaries 

The hieneficlariea come from the alum areas described earlier:
 

thim mesones, togurlou, and campamentos. Over half of them had lived
 

In their nelpl lhorhoods from 6 to 30 years as Indicated In Table 1. 

Natty of them have been in the same businesses for a long time - some 

for as much as 23 years in the name activity - the norm being three 

years. Informal sector activitles In El Salvador seem to be stable, 

nid It appears that people atick with their basic businesses for long 

pieriods. (In thls project, ielection criteria required that all 

entreprenettrt lie in bualness for at least one year). 

Oil the iiitiative of the author, PRIDECO conducted a survey 

of the characterfstics of credit project beneficiaries. The resulta 

lire al follows: 

Tabile I': Years of Residence in Community 

Yeara of 
Raizdence Number Percentage 

1-2 92 
 19.0
 

3-5 97 20.1 

6-10 
 132 27.3
 

11-30 150 
 31.1
 

No rsponse 12 2.5 
Source: 1IiIIEC)0 Credit Project Files. 
A 
Note: Al i Tables iii thli sect iont are baned oil a random sample of 183 

Credit Project RIeoefIclarien, 17.7% of beneficiaries from July 

I 19711 it July 1979. 
See Aniinex #3 Iar popilhatIon Informa t ion regarding poorest .,Aghborhoods. 
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Aveordi og to Tablen 2 and 3 It lit nppar',t hlt most beat­

flclarleti are womieo between 30 miid 40 or over 46 y'arH old. 

The lin] leaLLoll ia that these people /are lIvolved in Informal sector 

busii ne|ene to provide iliplenil LaZ Income to theIr fallieu 

while continwing to be able to dlo the oLheLI.nrenuinerated lomeat ic 

acLivitiev tich aa cooking, laundry, etc. expected of th.m. In 

theae ,i-e bracketa, a ulde btoainusa makes a lot of nelie al o, 

a Ilice children of theiie people will be old emgh to provide part­

tiwe labor to the busines;n , bringing a large part of tie fanilly 

intt Into the I ncone procen. 

Younger people, agen 21 - 30, are less likely to he beneflc­

larlen of credit, but care uwott lie Ltaken not to analyze this 

it0 iereausrily meaning that they are noit as likely ti lie involved 

lit Iniformail ector hunIleieneti. It may be true that for uwoiteti 

betweeii 21 and 30 yearn old, formal ;ector jonb are more readIly 

ava llaile Ho that lean young people milglht be prmie to ente r Infos mal 

tector Iut lnlieHaea , but by the Halite token the data mlin iidet itallow 

tli in. It could very we]! lie tha" the 21-30 age hra,etta reireaent 

lent; bellefcliarlea than other age groupti becaija;. thlese ieoiple aire 

prlmarily eliloyed an helpers or aplirenLfcen ti tiune actlvitleti. 

As atuch, they do not figure an project beiief Jrlarles fulnce they 

have not taken out the oaiia. Witt age and experI(lieC, they are 

Iiiore iit to becurri.!e t 1epreleiirij, request loansn, aalt ii f igo re a 

blieief Iccari ei. 

Wllle tiome youtng people elect open ioempll'lIoyment rather 

than work in the Informal Hector, utilnty (if thelm1, e.lpe lal ly w11111e6, 
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tire engaged in infornmil sector activitiea, despite the low 

pres'.ige. lowever, becamite of the economic and social constraints 

metiied earlier, they Play well he highly underemployed. 

(iven the general need to increase employment for young people, 

it maijor atd growl og segment of the popilation, nit obvious tarting 

pi it i4 to examinie the informal sector in which they nre moat likely 

it h. ciployed or employab le. T[liefollowing tables show demographic 

data for this stcror: 

Table 2: Sex of the Beneficiaries 

Sex Number Percent ag~e 

1
reumuIle 	 417 86.4 

ae 66 13.C
 

TOTAL. 483 100.00
 

(orce: P'RI I),C(O Credit Project Files. See Footrote 010.
 

Table 3: Age of Beneficiaries
 

. . ._ e Numluor Perceotntge
 

21-25 1,5 14.5
 

26-10 44 14.1
 

11-35 57 18.3
 

16-40 53 17.0
 

41-45 38 12.2
 

4htf 73 23.5
 

t response I 	 .14 

Tirl., 311 100. _ __
 

Situ'i - aS shove.
eS;11uu 


15. 	 Sce. Maziiudar, Iipak "Analysi of the Ihinl labor Mnrket it I.CDS, 

pp. 18-?1, Studiei of Ulrbmn h abour Market Behavior litDeveloping 

Ari.a!t, vd. Shubialt Knuinapni, int. lnst. , .hoir Stuit es, (renevn. 
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l1,e ize of hounelolds nui.orted by credit beneficiarien 

varLes greatly a we can see in the faillowIng. iutle. however, 

an can be neen 52% of the hounchold; were Ii the four to six member 

range. 

Table 4: Size of Household Supported by Ieneficiaries
 

Size of Number of
 
lousehold hienoif Ic Iaren i'asrcea t..... 

1 14 2.9 

2 36 7.5 

3 61 12.6 

4 16 17.8 

5 a] 16.11 

6 83 17.2 

7 61 12.6 

a 42 8.7 

9 11 2.3 

10 + 8 1.6 

TOTAl. 483 100.00 
Source: PRIDECO Credit filen. See Footante 010. 

ids data correlaten with the gie of most of thi linefir­

larlea who are women over 30 who woul be likely to have medom 

sized famillie living at Ioime, with several other iemblers away 

from home worklng on their oiW. Sixty nix perrot of the hone­

hol have income In addition to that derived from the family 

hal Inea. In most caineua there Is a hiuniandl son or dlaughter 

employed in the formal hector who snd a port ion of their salarien 

to the family. 
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Fifty three percent of the beneficiaries did business 

outihtle their community of residence. Forty seven percent had 

home brsed buginessen. Interestlngly. almost 41% of the sample 

were utreet veiiiorn who nve frequently considered among the poorest 

credi it ri lkU hecaeie of thleir mobile nature out on the street. 

flu t It ti 1s project, for nil Iotu Lnt and purpoen , they nre tnb] e 

lithil the context of the relntlonsiips thpy maintain in their netgldmr­

hoodu. see 'rahle 5 for location informaition. 

'ro detemine the Iocomen of the beiefilanes is3 difficult. 

Flguies from nterviewq and duta from project files tend to be 

unrel nble. Ileneftclarleg often over-en tfinate income from their 

ecoomic actlvitle. nod under-entimate their expendituren. Nor­

mally, they ,re not trying to minlend the project staff. Rather, 

Ihvy are nimply out ugied to rniking npecIflc calculations of 

their Income .nd expenses. alhough they do have a good sense 

of where they tnand economically. For exuimple, people wouald state 

the amount they expect they can sell or the imovIts they have Bold 

linthe pant on a particularly good day rather than nctual gross 

imles,. Aq for expenditures, informal sector entrepreneurs often omit 

co,t U either becatue they have forgotten them or because they do 

not conider th-m to be Important. 

hIeveithele n, the benefIcinrien ' gron Income per house­

ho)ld i.[ppenrn Hiumnter $120 $1140 mon..to between and per 

This coincides with the urlain study mentioned 

earl I r in wii ich 9(% of tli urban poor had 



Table 5: ZLocatIon of lhluieuia 

IAcation Nuihor of BIeneficiaries 

IllJide Conuliinl Ly of 

Res Idence 

fithmlume 227 

Ohtride Community 
ReujIdence: 

of 
256 

fixed location 55 

street vendor 196 

travel" ou=tside 

San Salvador 5 

TOTAL 483 

SoUrce: PI|IIECO Credit Project llen. ,See IootnotJL 

Percent e.. 

47.0
 

53.0 

11.4
 

40.6
 

1.0
 

1(0.03 

#1(. 
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family Income of $120 or lens per month. Families would be considered 

poor if they hald Incomes of lens than $175 per month. Thus, project 

Ihiuieffllarles aie in the upper 10% of the poor income bracket and could 

be 'conIgiilered ainon the more nilccensfil informal tiector entrepreneur'. 

This is not at all nurprising since tile program ii designed to select 

this tvpe of pernon through tile iol idarity group mechanism described 

I at ,I. The aol idnri ty group select ion procen requirea that members 

oif groops select . ench other for incloinion. Tlisi means that the beat 

rfi kni, a. puree ived bV tile coltrelireieuri tliemelvei., would lie selected; 

iii oilier wuidi, tlie grotp meimbers tlelnqeves would pick tile more nlccene-

Iol eitrelpreneirs for liw Iu Ion fIn tlieJr gioup. 

From whal I wasiaile to observe in interviewn with the project 

linefic iarieri, they ai*'m.d to lie doinug an such n' they could with their 

1,o!;inijiloiei giw' tleir conetraintg. intended continuevn economic Host to 

and t o imiprlvie upon Ili.ir hi.nin actLivitie. tlereby increasing their 

iinciciii a-4 miich !i piiac ihle. With their incrensed income, the' intended 

to upgrade their hou iug, food, and personal appenraonces, as well ail re­

llvelt III tile liisllegn , 

Iilorm-il !iectorentrepreneurn yere aiso cognizant of the needs for 

edliat Ion. "'hiete was ii recognition of the vale of education to the well 

hIelnp, of their clildrtin, either to (nal ify for better John In modern 

Iiiiii iry or to make tlieir bsilnenn activitien more profIt lhe. Nearly all 

vtlreii niirl!tI litiniledi to ine n portilon of their Increaned Income towiirdii 

Ihe eloicatIon li their ch ildren. 

,fhie lllhhih:CiO/FEIlE)IEIITO prolect strongly supports the Hupposltlon 
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that the major problem for lending Institut ions las been the lack of 

It I'a9 a good, efticient mechanism for providing credit to the poor. 

down while maintaininshown that 	 adinitrative costs can be kept 

excellent rates of repayment (99%). Contrary to popular belief, it has 

Sliowl that the poJr are as crediL-worcthy as tle'more advantaged clils s 

who are traditionally eligible for credit. 

Tie Sol idirity roupi: (Grupos Solidarios) 

The key to the credit system is the solidarity group guarantee 

mechanism, first tried by FEIDECCiREDITO in 1952. The idea behind the 

existing businesses and a need for
solidarity group is that people' tib 

a credit Froup to liualify for loans. In 
credit will join together in 

turn, thie members of the grouip guarantee Lhat each mueinsar will repay his 

portion of the loan. For example, if one incmher does not pay his weekly 

rest of the group akes'amount wien FiLiECtREI)ITO( comes to collect, theL the 

UP the missloig ainuont. We will discuss the collect ion procedtires ill iiiore 

group is that peer presauredetail later. The philosophy of the solidarity 

strong eutiugh to get people to make timely paymentwithin the 	 group will be 

group appoints one person to be iii charge of collecting fror.Each 

She is responbiIhle
the other meehrs on a mutually agreed upon schedule 


.
for paying 	 FEIDECCREDITO, which iorinally collects on a weekly hasi 
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Each group has between five and ten me bers. Groups of less 

than five members were considered less stable and more prone to 

avoid payment. it is eaqier for three or four people to agree to avoid 

repament and defaulIt by leaving the community than it is for five 

to ten people to do the same. Althiouph not stated by project staff, 

it would seem hit having more people in tie group also qpseadi the 

rlqk for each member ad improves FEflECCREI)TTO's chances of collecting 

the fulil amoint of thip loan, even if someone reneges. Oil the other 

hand, it is difficult for the group leader to maintnin internal control 

of the group if there are uore than ten members. Potential collection 

difficulties due to the diffuse nature of a larger group might then 

increase FEDECCREI)TO'n risk. 

Ideally FEIDECREDITO would like all group members to have 

similar family incomes and loan levels. This way, one person would not 

become the major risk factor nor could lie jeopardize the other members 

of the group by ihefaijltin to hli benefit. 

As regards group selection, PRIDE.CO credit promoters say that 

they hive found that it is more efficient -and just an effective- to 

allow people to select themselves into groups than to have the project 

staff to it for them. Previiily, project staff tied to form groups 

using [lindivtdunl, oiie to on neeIctton plOces which was time consuming 

and Ineffct ive. Since tle philosophv is that the group take, respoiisi­

hility for the pavhack of itsi mombers, the members must know each other 

voll, feel ntrong social pressures, and have a rense of responsibility 

and commitment to each other for the system to be effective. Since the 

http:PRIDE.CO
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members are ultimately responsible for the payback of each individual, 

it Is unlikely they will invite a poor credit risk to Join the group. 

This self-selection process has been crucial in keeping costs 

down and has undoubtedly influenced payback rates tremendously. The 

idea of credit groups is not at all new -- letting the groups 'rm 

themselves Is. 

The ground rules for gaining access to the credit services are 

spelled out by PRIDECO promoters inn their community activities. People 

interested in tire credit service are encouraged to seek out other 

interested persons to form a group ionder the conditions stipulated by 

PRIDECO. Often groups are promoted by one person who has heard about 

the progiamn and who seeks out others. This person Motivates them to 

take credit, eventhough they may have never iintended to take advontage 

of the system. Dc;pite this seemingly ri:ky way of forming a group. 

the system does work; late repayment and default rates are excellent 

-- 3.4% and 1% respectively. 

Occasionally, someone leave-' the group. As long as all payments 

have been made this is not a proilem, Someone else Is asl'ed to Join. While 

I am not certain, I do not think that I'Ii)ECO or FEDECCREDITO conducted 

field investigation of the new person or persons as long as the original 

group paid back its first loans promptly. In one instance, a particular­

ly active group leader forired tun completely different gro-pa with her­

self as grump leader. When her first group disbanded because of internal 

problems. she recruited eufficiet people to form a new group to retain 

her access to credit. 
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Since lRlDFCO does not form sol idarity groups and is limited 

in it" promotional o.fforta because of time, budget and ataffint con­

stralnts, costs are kep, low. By way of Illustration, they have only 

four promoters in t ts very nuccessiful project. 

Oue important factor in the Hurcena of the solidority groups 

in that all credit re:i p ieuts realize the . .,tefits of credit nod the 

ne<leniity of m;aiotaining a go.id credit record if they are to receive 

ddi tional Iouis. That everyone k iows the connequenres of someone 

else not paying haek-that Is taruuiqhiing the credit record for the 

other members of the group- ennureq thnt the likelihood i.f coming up 

w ith one or morc defailters in the ,ro Ip is miIma. 

Groiis can tie of any size, type of honinens or individual 

levi-s of income; however, as we mentioned earlier, FEDECCREI)1TO would 

prefer that l coit for each member lie ahoit the name iiize. 

In omae canen, three people who want credit accept two others, 

eveni though they have no husineqnes . It I tIE(i) can normally detect this 

dritg the qelection process in their visits to group members homes. 

in iuch civien, the group i. denied credit and told to reorganize. 

Group Ielers are important as fac ilitatorn to the collection 

process. 10ither than collect fros vnch Iont recipien tit. FElE(:CRIi'1IT) 

coutacts only tie group lender. Together they do all the calculatlouns 

iandpaper work. Each group miemer then pays ttie group lender the 

anosut owed nil the group leider pays Fl.I)I'C(.R 1)1TO. The proup leader 

repirta informally to otiuer nmembers on tie loan's progre.s aid posnsIle 

topeflI.el t proh lems. 

http:topeflI.el
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In some cases, group leaders have been able to assume roles
 

outside the credit function. One case involves a seamstress who ti­

creased the size of her business to where she employs a full-time
 

worker and sells T-shirts ot credit to a local store. Slhe se,.nq to
 

be well respected in the community for her business sense. Site
 

advises people on other kinds of profitable businesses. She also
 

advises seamstresses on the advantages aid drawbacks of makes
various 


of sewing machines and explains how to find
shLe the best prices for 

materials in the area. In addition, siteielps people find buyers
 

for their products through her network of contacts in the formal 

sector.
 

Credit:
 

As we can see in the 
table below, 82.4X of heneflaries first
 

loans were between $80 and $200 per person. 
They received fourth and
 

fifth loans of up to $900 depeming on their credit record. The maxi­

mum total loan to a given group is $4800.
 

Based on the recomunendations of PRIDECO credit promoters, rite
 

Community Development Department staff at FEI)ECCRI.irT determines loan 

sire and frequency of payments. Ioan size atndfrequency of payments are 

determined primarily by the type of buniness or economic activity invl­

ved and its income frequency. In this proje7t, loans are repayed on a 

daily, weekly, bi weekly or monthly schedule. 
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TABLE 6 

SIZE GF FIRST LOANS 

mo 'nt o f FI r t .oa nla Nutmber |ercentage A m nt[ k° r,.ltou f 
Lonrs On If!; .f;)(h% Colones) 

.2 $ 1.) or, lent100 1 

.0
49 10.1200 

166 34.430 } 

4001 57 11.8 16. 

500 126 26.1 2') 

1.7 2t.n86O0 

6 1.2 2' 

8100 28 5.8 31"r 

900 3 

701 

.6 36' 

22 4.6 inn1000 

1501 8 1.7 6W) 

2o00 9 1.8 

o r A 1. 483 100.0% 

Soorce: PIHIIIECO Credit File. See Footnote #10. 

Intervieua with credit reciienta show that the,/ feel the short 

payback periods and very freauent rA~avment heln them tn pay bark their 

loans repularly and promptly. At ,nostp tiny businesses produce their 

goohi nd services on a daily, even hourly basis, and must receive imme­

diate payment for thone goodo and caerviceq. As we discu'ar.d earlier, 

they have little or no margin to allow credit to their customera. 

(ven Ihese factors, it i!s only logical to gear the credit terms to the 

incones and income frequency of the entrepreneur. As one recipient pointed 

out* there in no tellin what could happen to her or her business In tihe 

ixt. moth, so it is better to atart with a mnlaimm and easily repayable. 
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short-term loan. The slort-paymeut interval forces her to think about 

her loan daily. Site knows she must put aside some of her revenue.s
 

every day, if she is to meet the payment tomorrow or at the end of the
 

week.
 

Someone who has never had access to credit before needs to be 

Introduced to the system slowly. lie needs to understand that a large 

loan, lax payback schedule and obag grace periods might do them more 

harm thn good If it led to poor business planning, default, and a 

ruined credit record. The system is inviting trouble if it Insists on 

lending $2,000 to a person who has seen. at most, $200 at one tlIme. 

Simply put, he Is unprepared for the credit process on such a scale. 

Accustoming beneficiaries to credit Is an Important part of this 

program, and this can be done in a short time. As the entrepreneurs 

become familiar with credit and their own abilities, thty can increase 

their loans and lengthen repayment periods. In thiE way, they learnfhow 

to control cash flow, and develop the capacity to save for the next 
16 

payment. But for this to occur, the terms of credit must 
be geared
 

to entrepreneurs time 
frames and points of reference. As we 

have seen, this may require weekly, even daily repayment of loans. 

Loans are made for working capital, tools, and workplace im­

provement. The average credit ;ecipient stated that part of her first 

]lan, and sometimes parts of subsequent loans. Is used for 

Credit stimulates savings by the Informal sector entrepreneur if the 
system Is set up properly and indeed effectuates payback. Credit is 
a lubricant for busiluesu transaction, If It enlhances efficiencies in 
production and makes increments in income, savings or iuvestmenut 
possible.
 

16 
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inio-bunlioenn purposes, such a a o(w alhcet , roofin, or ShoeR for 

the children; nlthmugh the average recipient realizen sie must he 

able to ensulre prompt repayment (A the loan. OverwhemlmingJy, however, 

people ime their loain for expanding businens inventorles and to in­

crease proditctlou and gales. They are very aware of the real 

ponsbility of Increasing lomrme and buslnean expanalnn through the proper 

tine of credlt. 

Credit Re~go, renentn: 

To he elgibirle for a lonn, a person mont: 

-- be twenty-one yearn old or older. Althoogh there is nothing: 
written in the reqirementn, there neems to be tacit agreement 
livproject ntnff that people over sixty are inelligible. 

-- be a member of n credit or nolidnrity group. This eliminates 

the need for property or ponnesnionq an collateral. 

-- prenent n personal reference from someone ln the conmiunity 
ouinide the credit group. The reference need not have previous 
banking oxmprienre. 

There are no renLrictionn or requtrementn an to the type of 

huuinens activitien nasnited. Noi are there bosiness repintration reqti­

rercmnit or other legal ronadblock to ellipibility. Thin reflectn 

the prograam' interent in the individual. They are interested in finding 

individuals who rre mostly likPly to make good use of credit. In thin 

repard, the crdilt group nerves to idenlfy for PRIIECO those Indivi­

duals deemd to be good credit rinks. 
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Interest rates charged by F"EDECCREDITO are about 16.4% per year 

for first loans and 15% for subsequent loans. The additional 1.5% 

commission on first loans covers initial administrative coat&. 

FEDECCRFDITO determines the interest charges on the basis of their 

coats. Charges are in line with commercial regulated rates in El Salvador. 

FEDECCREDITO hopes to reach a break-even portfolio by next year which will 

cover their costs. PRIDECO coots will remain subsidized. The interest 

rate, based on program coat of first loans is broken dowi as follows: 

World Bank loan (interest FF.DECCREDITO pays) 6.5%
 

Administrative Costs 2.5Z
 

Reserve Fund of Bad Debts 1.5%
 

Follow-up and Technical Assistance 4.4%
 
(short courses)
 

Capital Accumulation and Profits 1.5%
 

16.,
 

Credit recipients utated that the interest charged by the project 

is reasonable. The alternative Is to pay up to 50Z per day for small 

daily loans or 20Z per month for larger, long-term loans from the infor­

mal capital m.hrket. NotwitlistandLng the discussion about the imper­

fections of the capital market and the questions about tilecompetitive 

vs. monopolistic nature of mney lenders, the fact is, poor people pay 

extremely high Interest rates for credit in tie informal market. Iron­

ically, the relatively well off -- who could afford to pitymore -- get 

lower rates for cownercial, often subsidized, credit through formal credit 

systems. litshort, the PiIIDECO/FEDECCREDITO project han given the poor 

a much needed alternative Ilndeciding which sources of funds bent serve 

them on generally tie same interest terms as wealthier classes. 
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Prorw)tion:
 

As explained earlier. PRIDECO has promoters in various programs 

who spend almost all of their time in the communities promoting PRIDECO'S 

activities. 

In terms of credit, promoters from all programs let people know 

abost the possibility of forming "solidarity groups" to receive credit; 

houever, moat of the promotion van done by tirecrddit promoters specifi­

cally asigned to the program at the outset, low that the program has 

gained its reptitation, It is almost entirely self-promoting; most of the 

promoters time is spent on the selection process. 

There is a small amount of promotion done in coirmTiunty meetings 

and with iiidividusis on an nd hoc basis. Using some mimeographed hand­

ouits,promoters explain tlheconditions for credit and the requirements
 

for forming solidarity groups.17fBecause of budget restrictions, no posters, 

radio broadeasts,or television commerciab are used for most programs. 

The promoters say that if the program is good and responsive to 

the comul.nity's felt* needs, there is little need for promotion. Word 

of mouth becoies the best form of advertising. 

Se lec t ion:
 

Once a solidarity group forms Itself, it goes to the PRIDECO
 

off es to begin lie procedures for receiving credit. At PRIDECO,
 

the secretary of the !epartment of Cooperatives and Credit Asalstsce
 

. ga In explains how the program works sad outlines he responsibi­

litles of the group. At this time, the secretary fills out a simple
 

17 Siee lntiuexts 4(a) arid 4(0)) for sample dociiments. 
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data sheet on each i.,dividual in the proposed credit group that inclu.. 

des each member's nane, home address, and the amount of loan requested. 

This form in filed with other pending applications. 

In most cases, three or four days later, a credit promoter 

visits group members individually to observe them, verify their ecoin­

mic activities, and further explain the nature of crelit, its effective
 

use, and repdyment. In addition, the promoter may inform the memberi
 

of other seminars in training courses designed to provide other forms 

of credit and assistance. 

It is during this visit that tihe promoters fills out a ",l lici­

tud de prOstamo" (loan applicatiun) in triplicate for cach applicant. 19 

Tuu copies are for PRIDECO, one for FEDECCRIIITO. The applicationm con­

tains questions concerning tie applicant's buuines1 and family; it in­

eludes questions on family size, saler, business sales, additioial iIn­

come from family members, and general personal data. 

Upon returning to PRII)ECO, the promoter gives the individual 

loan application to the credit accreLaty Who evaluates it. The credit 

secretary end the D)epartment Chief then decide If the anmoint of the 

lean rquested for each individual Is appropriate to her lotansne level and 

type of economic acLivity. Host loans are aplproved at tihe I'Rllh*CO 

level; ,erassainally, hIow,ver, Lhere is an obvious problem and the grolip 

IC See Annex 05 for sample data sheet. 

See Annex 6 for sAmnele anplicatlon form. 

20 Although tile credit secretary and department cllef are said to hav. 
this fuinctlu, the proinoters advice seems to be routinely accepted. 
According to tine credit promoters. there are loan amounts uhich sieems 
to be best for first, second and third loans etc. regardless of thie 
type of enterprls e. 
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is requested to drop one of 
its members or to rethink its request.
 

Once a decision is reached, the loan application is returned
 

to the secretary. 
 The group is notified and requested to return to 

PRIDECO. On the second visit, the group fills aout form applying for 

"grupu solldario" status, which, by this time, is a toregone concl'usion.21 

PRIDECO then sen.s a "letter of reeormendation" FEDECCRERITO, prefer­to 


ably hiindcarried by the group leader 
2 . hlcre ends PRIDECO's part in 

the pre-loan process.
 

Three or 
four days later, a FEDECCREDITO evaluatur visits each
 

group member. The evaluator spends 
 a good amount of time talking 

about credit and its importance to the future of the applicant's busi­

ness. Iletries to make 
 people keenly aware of their responsibilities
 

to pay back the 
 loan. lie also explains the rewards of having a good
 

credit record and continued access 
to equal or increasing quantitites
 

of credit.
 

Ihle the FEIECCRF.DITO evaluator 
 is slightly more Insistent on 

obtaining accurate data regarding the applicant's business than are
 

PRIDECO staff, 
the interviews are 
short and still attempt.to get very
 

general informatl un. At this level there is no doubt about the poverty 

of the people and their need for 'assistnnce. Normally, more detailed 

information would be used to provide a basis for determining risk In 

credit projects using one-to-one lending and technical assistance 

mechanisms. 
 Obtaining this Information is very time consuming, if 

nut iosolble. 

nhried, In this case, the guarantee Is the group. They themselves 

21 See Annex 7 for sample appli(cation for group status. 

22 See Atu, x Oil for sample letter of recnsmendatlon. 

http:attempt.to
http:concl'usion.21
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determine the risk and select members accordingly. The informntion 

collected oIL income levels is most useful then for having some base 

line dala for future evaluation of project income impact and not as 

a determinate of whether or not to make a loan. 

PRIDECO and FFI)'CCIE[iITO do secure that data which is readily 

obtainable. suci as adeq-iacy of housing, diet, health and attitudes 

towards cotsumption end savings. With this data, they could measure 

the impact of a project through improved standards of living. 

If the standard of living increased in the above 9ocial-econo­

mic terms, after part ic ipat ion in the credit program, it can then be 

extrapolated that incomes had improved. Although, it would be difficult 

to ascertain precise illcrements of income improvement, people 

could be shown to be better off for having received credit. 

There is duplicatlou of effort in PIRIDECO's and FEIDECC IFITO's 

separate visits sod they realize this. Ilowever, apparently infoimatiol 

fr-om PRIDECO has been innacurate in several cases. 'lhere may al so lie 

some inter-intitutional suspicion at work; perhaps, FEDECCREUITO does 

not totally trust PRIDECO's selection and so wants to examine each 

applicant for itself. 

FEECCIIEI)ITO requests personal references frioi outside the 

credit group for each individual loan applicant. Refereuces need only 

know the applicanL and do not have to have bank accounts, property or 

other normal proof of solvency. Wtile EI)ECCRI.fltTO attempts to cont act 

all references, it is unable to ,o so because of time aind lersonnel 

constraints. Still, it seems that because credit applicants realize 
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their words may be subject scrutiny, they are rarely guilty of gross 

misinterpretation in their credit statements.
 

Once the applications and required paperwork are completed, 

they are sent to a FEDECCRE)ITO qualification committee which routi­

nely approves the applications and loans. This step seems to be more 

a means of maintaining internal cormunication with other FEDECCREDITO 

departments on Urban Coimiiity Development line activities than an im'­

portant decision making step. The committee is made up of people from 

other departments and divisions within FEDECCREDITO. 

After the qualification cosmmittee gives its final approval,
 

the credit file is returned to the Department of Community Development. 

The paperwork is assembled in a package and sent to the contract 

assistant. Here, collections cards with each individual's name, payment 

amount and payment frequency are made out and placed with the other 
23 

papers. There are two sets of collection cards- one for the collect
 

and one or each member of the group. 

Once all the documents are assembled, a contract is drawn up 

4 Tstipulat'ng the group's legal obligations to FEIPECCREDITO. 2 his forms 

the legal basis for any action to be taken in case of default. 

At this point, the group is called in to the office. Once more, 

the contract assistant explains the pnyment system and payment amounts. 

Ile gives collection cards to the group leader who is then responsible 

23 See AnneK 0 9 (a) and 9 (W) for sample collection cards. 

2, tio sample available. 



for their safe keeping. The group proceeds to )'eDepartmeit Chi!f.
 

After presenting some fon of identification, each member receives
 

his check and signs or places his thurab print on the contract. The
 

checks can then be cashed at a bank.
 

The entire application process should take about three 
weeks, 

but groups interviwed said it took anywhere from weekstwo to several
 

months for their loans to ;.: .-ppruved. My impresion is that eveuts
 

move fairly quickly after the group's 
 initial visit to ITIti)ECO. 

After 
 the first loan is repaid, approval comes swiftly for
 

subsequent loans -- usually two days to a week 
 after application. The
 

the group has eutablished its credit record 
with FF.I)(:CR.I1)ITO and the
 

procesa is aimpliied. 
 For all future loans, PIII)ECO receives the
 

applicatlonus and seniu them 
 directly to FEECCIREDITO wiLh tie rerowuiieida­

tion after checking its fileu. FEIDECCREDIITO then auLomatieally proce­

sasee the loan in the normal way. 

Collection: 

The collection system is simple and straightforward. The 

afternoon before thecollections, FE.UECCREDITO collector delermines 

a credit route and receives a collection route form from the accointing 

staff. 25 lie also takes the collectioncaris for earh individal. 

The next day, the colle,:tor goes to rte group leader to collect 

the amount left for that period, norital ly a week; paymeilts ale ofteii 

25 See Ainiex 0 10for saampie form. 
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viaiicilati'd ofil i dii ly blaul over the week. Ocivionlly, the group 

Illdier cilnlea lil t aiori , becaqe flii Ilstaclice, only for members 

palId Jit)(till t IlVsIi uhny.awhile one praliol did tlot pny lilu/her 

flillslhire. in tilsi iini!, the col leclor dlvilh, is the total delinquent 

pauynnt imonig nil five m-mbr and adilitraci i tlii s uamfrom eaich 

peil'uiu , t il I uwuirll p the I)uyln1,nlt credited to eaci group memniber
 

that week. In i fftct, tii, rent of the group pay'a on the spot
 

lot lhe dli nqulunt membler by Iit being credited for the full
 

illiiit they haud plild that week. If the enitre groiil falls 

behllinid ine weel,, It hlin all that much more to tiny the next week. 

The groiil I hen respoiuifiile for I udiiclnp the dellnqlueut member 

to pay liia !lire. 

To colihim thie cillctor does n11 tlhe niceanuury calculatlons 

anlidiiulcheu tle niumber of lock o eInch nmember'i card corruliponling 

tLoIle niimber oif Iayl co lleted. Helninl Iii Ii-I)hCCRITO, tihe 

cillioi t, iun ronlt e for-m anduhpiinchled collect ion crdanre checked against 

lunley delivered. Till collector in chlaurged for any deficits io ie In 

extremely careful with his calculations, card punchhng nd collections. 

, 


Wiien gronpq fall too far blehilnd,FFlECCREiDITO 15asippoSed to 

litIfy I'lt)u( lo col lectlon action; accordinig to PRIDECO.i begiln 

louwiver, FE)I*:"(:tCIEhDIIO li tiax liin reiipect. ti)rm, lIyT(i iultu aeenin 

il'lRIllLCt) fiiilut abhoiuit a palymel L iuriih i nn when unmemlera of the 

Kruiip come til PIiiDECO to comi luaini abutil iomeone lnt payinug lis m 

-61ia Iv,. 

hi 'i-h lict lmn :illl Involving late payments, PRlIIFCO 
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requires all memiers of Lhe group to attend a maeet ig a I'IIIl:Ct) 

vi li tie lihef of tie Credit and Cooperatlve Asa utance Ihelarlelit. 

All membern must he present or the meeting will be re-uchelleld. 

The bepartment Chief li stesi to tie group'a piroblems and works 

out a solution with them. 

PRIllDI('IIi legal adv isor tlhei irepares a legal Iiocullnlit aiiipul­

atlug tiat all money oiweil be pail. by the end of the credit period, 

and each member Jr required toi sign It. Althiough thlin legal 

collect ion document in new, the Chief of tie l)epartmit feels that 

It hot ieen efifectlve In getting people to pay. PlllllllC han vo 

late payment charrgeii or flull,, but It warnsa group i.eiihers that I tIhe 

low conl itlons are not met, it hal legal aitl.irity to suspend any 

services groul melibersa receive from tlem, s uchI as fiood rai lo lw 

costl houslngii liohealth services. 

Since had debt and late payment rate. ie u(, low, these Ihreal 

have never been Implemn'teid, and It I hard to evaluite their effect. 

It would iseem, hiiwever, ihat most people respond well ieraiise of the 

g roup plursiie Inlherent In te loal mechau im and pay biack their 

oliIgations pruomptly. PhIDIIJECtI does iot need Lo resiiort to more forcifi 

pri'nlulre. 

The collectlon syltem lii qulte efficieint and I was especially 

Imlresued with the cillectur'u frieilly relatlonshilpu with the 

cllents. Credit reciplent a were In no way Intimidated nor ilid lhey 

seen to be reasentful of the collector. on the contrary. whell the 

groopu fell short In heir payments, the collect or explalied 

clearly and amlcably the exact amounts necessary t hrIng the acrlss[ 

up to date. 
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The collector iiesgood reasons for mnintaining friendly 

relattonshlps ith his clients, lie is happy with this Job, be­

lieves In the positive consequenccS of the credit program, and is 

encournged to do n good job given the salary Incentive (12 of 

total collections), liehas just the right skill level and expectations 

for the required task and his base salary in very low. This may be 

in part luck, but I believe that In large part, the chances of 

getting someone like this for the job are enhanced by wisely 

designed cmployment end salary policy in FEDECCREDITO. 

Su.pervision and Follow-up:
 

PRIDFCO wn. originally givrn responsibility for supervision 

and follow-up. The work was tn 6e carried out by the Department 

of Ilandicrsfts and Credit Assintiica, however, given the large 

amount of credit demand the the pressures on the credit promoters 

to do the basic work of initial interviewing of applicatns and filling 

out applications forms, they are not able to do any scheduled 

supervision. If promoters happen to be in the area they might 

spontaneouly visit an entrepreneur to see how a loan has been used 

uud what Improvements have come about or %thatproblems have 

arisen. But tits supervision is carried out in a very informal 

way with no specific content. 

There are no forms or questionnaires designed to document 

Impact, although the essential baseline data is available. The only time
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FEVECCREDITO visits the entrepreneurs is during the evaluator's initial 

interviews after application for credit has been ms,ie. FEIECCREDITO
 

assumes no supervisory role and no monitoring of the use 
of loans or
 

business progress is dcne.
 

Technical Assistance and Skills Training: 

There io no formal one-to-one technical or management astsitance 

given to loan recipients. 
 The Program Managers believe that the
 

usual emphasis and levels of business assistance are not applicable
 

at this level since needs so
are basic. Furthermore, since the number
 

of clients is so large, it is imperative to reach 
 people Pore effective­

ly through grouping of some nature. The costs of one-on-one assistance 

are high in any project, but in a massive credit project costs could ho 

enormous primarily because of staffig.
 

What little management assistance 
there is occurn throngh
 

Informal conversations 
about possible improvements in business betweeln 

the PRIDECO Credit Promoters and individual credit recipients. But
 

this process is not planned and Is at best 
 sporadic. 

Biasc skills training is provided by PR1DECO thrsgih groups iat
 

is not limited to members ol solidarity groups. The credit ad
 

tdilaing programs are separate. 

Training courses are 
offered in 43 "acadhemias" throughout the 

low income neighborhoods of San Salvador. Courses emphasize sewing 

and the use of industrial anSi domestic 
dewing atachines. These courses 

are a serious trainting effort over two years to trains people for formal 

sector employsment or for self-employment. 
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PRIUECO's Department of Cooperatives and Credit Assistance has 

recently done a survey of three thousand people from the poor neighbor­

hoods to determine their demand for certain skills.26Given ten choices,
 

tce first order of priority was for sewing and sewing machine operation,
 

next on the list was conking, and in third place was artificial flower
 

making and arrangement. Int:restingly, people are most concerned
 

with gaining thosm skills which will most directly affect their personal
 

well-being as well as provide a source of income.
 

Each of these priority skills are areas which can double for
 

|usinei1 activities aod ho *eImprovement. As a result, rapid up­

gradlng of the general condition in which people live is possible. 

These shills are given to groups through short courses, 

the timiing of which will be set around a schedule which best suits 

the people. PRIDECO is also attempting to give short courses ii
 

more accessible places so that more people can take advantage of them. 

They hope to reduce the cost to the people In terms of time traveling 

to and from tie course and the cost of transportation. The pnrticl­

pants will be charg,d a omall nominal fee of , 3.00 ($1.20) for people 

from the poorest neilghborhsoods and 15.00 ($2.00) to others. 

Previously, some ahort courses were given linstrictly business 

related suhjects to credit recipients. The topics Incloded mini­

i-uokke'lissg, sales, and very simple notions of cost analysts. The 

tra iers wete pa!d by FEI)ECCREIiTO ,ssing the 4.4% Interest charge 

(nee Ireakdos) for "technical nssistance'. PRIDECO organized the 

conrss. 

See Annex CII for questionnaire. 26 
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Analysis of the program indicated that this assistance uws
 

not effective and not terrible well received. The material was
 

presented on too high a plane, even though a strong attempt was
 

made by the instructors to keep the subject matter very siaple. 

Furthermore, the subject areat, while accepted by the people as 

possibly important on the lunger term, were not perceived as 

major areas of short term need, .either of their businesses or for
 

their homes, which are often in the same location.
 

Upon attending a sini-bookkeeping course for store owners,
 

.
the valiant -Efort Iy tt! instructor to keel. his preheotation and 

:aaterials on a very low plane come across slightly condescendingly. 

Instructors have a difficult task. Understanding ti. need
 

for using simple terms and keeping on a low level is one thing. 

Actually communicatilng at ,this level Is another. Furtherrmore, 

apparently, the materials were really not of much use to the entre­

preneurs at this stage In; their development. Bnsiness nk .ib training, 

should not be abandoned. Initially, however, other kinds nf 

assistance are perceived by the beneficiaries to be more urgently 

needed. Once an individual perceived some up-gradlg of his economic 

well-being this, then , may Bet the tone ,or other assistance later. 

T. this end, It Is very interesting to note that asillallco 

Is given by solidarily group aersbers themselves to other informal 

sector entrepreneurs. Often businesis and production skills at a 

level appropr !ate to the Informal sector, based on their town per­

ceived needs, are right there in the community. These skills could 
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perhaps be tapped through an organized system of assistance utilizing 

community level trainers in conjunction with a few well oriented
 

assistance "coordinators".
 

In reference to the skill training taking place through the 

"academias", n new skills/credit link-up has been :atarted by PRIDECO 

In which graduates from the "academias" can form solidarity groups 

consisting of 10 members and receive a group loan of up to 1 20,000 or
 

U.S. $8,000 to set up a small worker owned end managed business 

(taller Industrial) including the purchase of sewing machines and
 

starting Inventory. This is an Interesting approach to starting new
 

businesses based on the training program and subsequently the solidarity 

group credit mechanism. 

In addition, each member has a moral obligation to train two
 

other people. Io this way training Impact can be greatly multiplied. 

The program falls under the same conditions and philosophy aa
 

the rest of the PRIIFCO/FEIECCREDITO effort and Is an Interesting expan­

sion Into another mode of assistance other than working exclusively 

with existing individual efforts. 

But the underlying force is still the same as in all other 

solidarity groups, that .:ch Individual must pull his weight. Each 

worker/owner is paid on a piece-work basis and must pay back his 

pettin of the Ioan as in any other solidarity group. The shop is a 

facilitator for provision of contracts and raw materials purchases. 

PHII)EfCO will attempt to facilitate this intermediary service more dill­

gently lio the future. 
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.
There are currently three "talleres indubtriales" hut to date 

the prnjecL has not evolved sufficiently to be able to analyze results 

accurately. There are utart-up problems, for sure, but not any that 

can be 	 pointed to as problems with the basic approach. 

Technical assistance and skills training are costly and highly 

subsidized program components for most projects. FEA)ECCREDITO is 

attempting to cover its costs through Interest charges, and expecta 

to reach a breakeven portfullo in 1980.
 

Given the questionable results of one-on-one t,,chnlcal 

assistance and many lind:a of skills training efforts, it appears to 

be more effective to depart trou the program planner'a perception 

of the 	"ideal" In this area and become very pragmatic about what 

people 	will find useiul(by asking them) and then concentrate on 

providing the basics to as many people as possible through "lean 

and hungry" programming possibly utilizing to the fullest extent low 

coat or free recources already existent In tile cocmsiliiitles. 

Project Inpact: 

There are numerous benefits initialiy from the credit project 

and secondarily from the grouping uiechanism used, whIch were detected 

through visits to masny benetl i rles. Thelr owt statements ahount the 

positive quilltativ:, changes lit their lives arii especially Interesi llu. 

Most beneficial impacts could be anticipated althinugh soe 

reveal different ways of understanding the benefits of credit lit this 

level. 



-75-


There are essentially two types of Impact. One category has to
 

do with redocing costs and increasing efficiency and productivity.
 

The other category Is related to the entrepreneur's social and 

personal development
 

I. 	Economic Impact:
 

- To allow entrepreneurs to expand raw materials inventories
 

and provide more production and marketing flexibility 

Increasing their efficiency ind Incomes and their ability 

to ccmbat the cauiea pf production discontinuiLties. (See 

Problems section). 

- To allow entrepreneur9 to extend small amounts of credit 

thereby increasing the total number and size of transactions 

that they can make In turn creating multipliers which in­

crease the deciand for the products of many other businesses 

both Inside and outside the urban Informal setting. 

- To allow entrepreneurs to take advantage of quantity discounts. 

- To increase the number of jobs and most importantly the 

adequacy of employment 1i6 the informal sector meaning that 

as people become more productive rhey will increase their 

incomes and as Incomes ribe in relation to a pre-determined
 

,"full employment" wage. their level of emploiment lacreases 

by some proportion of one "Jub" created. 

- To increase family incomes through refinancing debt to money 

lenders. The Interest differential between FEDECCREDITO and 
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and the money lenders constitute )u Immediate income 

transfer to the entrepreneurs. 

2. Social and Personal [)evelopanent linpact: 

-	 To Increase! Informal sector entrepreneurs ability to qave 
and invest in the improvecent of the basic conditLions of 
1lle uhrough improved.housing, nutrition, clothing, education 
or entertainmuent which accompany increased Income or the 
receipt of a first loan.
 

Eitrepreneurs stated that besides Investing in their businesses 

they often used increases in income and to some extent a portion of 

their first loans for a iiew sheet of roofing or siding for their 

homes, clothes for their children. schoolbooks, or a good meal. 

Group members stated that they kept an eye cn non-productive ex­

penditures using loan money. If too much Ia spent onilthese kinds 

of purchases which produce income, if at all only after a long time, 

the ability to repay the loan would be reduced. 

- To stimulate self-esteem and confidence in their own 
&Wilities to use credit and payback through the credit 
p-Jieess. 

Entreoreneura often underest Itate their capiacity to use credit 

and are intimidated by It. This is often a consequence of prograimera 

designing pro Lcts In ways which could be expected to overextend tile 

uitrepeneura and, Indeed do, making paymeout difficult If no impossible. 

If thelcredit process, however, Is gearo.d to thie needs of 

the entrepreneurs, they will be in a good position to be abl to pay 

back. Credit anounts and payment Intervals are set according to the 

client's capacity to pay. 
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Every effort Is made by the credit mechanism to diminish risk, 

One way to do this is to design tie loan terms to dovetail wlth 

the entrepreneur's financial capacity. 

- To footer the development of more community collaborating 
through br inging people together in a common effort. 

After several groups in nile neighborhood lIed received loans, 

they begnn to recognize tiLe benefilt of collaboration and together 

approached the Community Representative Assembly. The result was 

that they succeeded In getting common sanitation facilities built. 

Haterials and plans were provided by PRIDECO. Huch of the labor 

came from the neighbors themselves. Bringing people together 

in this way has also stimulated community based entrepreneurial 

as..sitae from other credit recipients having better developed
 

skills.
 

Last, and probably one of tihe most Important observations on 

time project's impact 1s time fact that beneficiaries have freguently 

given rihe humanitarian impact of crtdit fts one of time most Important 

henefits to them. They constantly returned to the theme that their 

liveq were more "de.,-'qgndo" (literally, "umnmuffocnted"). They 

were pleased to haa. I illy gained access to a viable way to self-

Impromvement personally anmieconomically. They showed pride in their 

gains, huever small, and their increased ability to provide antim­

proved quality of life to themselves and their families. 

The buusiness cycle of a cndy producer Is a case in point of 

how credit has Improved conoiltions for an entrepreneur and Is generally 

Ill stratLive of how credit can help many entrepreneurs In varied types 
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businesses such as sewing, carpentry. shoemaking, coimercial es­

tablishments (corner stores) and so forth. 

The following dxample is taken from interviews uith an elderly
 

credit recipient.
 

a. 	 Begin production process at 1 a.m. 

b. 	 Distribute pruduct to nearby stores on consignment by 7AM 

for payment tie same day. 

c. 	 Return home by mid-morning after distributing candy. 

d. 	 Commence home related activities (if a female ent epreneur). 

e. 	 Return to stores by mid-afternoon to begin collection for 

candy sold that day. 

f. 	 Buy materials tor the next day's production during early 

evening with p!,ocedes of saler. 

g. 	 Return home by 7 or 8111. 

h. Begin process again at I a.m.
 

With a loan a peruon caall tilize his/her tine more productively
 

and cal purchase several days inventory In materials allowing 

product ion sd salea schedules to he much more liveable as well 

as more efficient since time Is used more for productive rather than 

redundant activitles such as cullect ion trlips which shut dotn prodact lol. 

After credit: 

a. 	 Begin production proc s at 6(Al. 

b. 	 Distribute ptodna:t to nearby stores on colsig ament by nooln 

for payment the next day. 
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c. Return home by mid-afternc ( after distributing candy, 

bbyiog needed materials for next day, and collecting
 

from stores on previous days delivery.
 

d. Commence household activities (if a female entrepreneur), 

i.e. sewing. cooking, receive children from school. 

e. 	In the evening, time to devote to other productive activities, 

community activities, leisure. 

f. 	 Begin process again at 6AI. 

With added maiterials for production the entrepreneur said that 

site coeild produce more and with the help of her sons, sell the increment. 

Instead of making several trips a day to her buyers, one for distri­

buti1on and one for collection, she could combine the two into one 

tril od furthermore ' she did not have to collect immediately or 

even the same daY In order to contin e prodncing. 

Sales fluctuate from day to day. Added inventories of materials 

permit the eutrepeneur to smooth oit demand peaks and lows ald not lose 

sales due to the lack of cash on had days this creating a production 

hottleneck dhce to lark of material for the next day when sales may be 

good, The entieprenecr it, ths, it oasition to be able to produce 

more constanitly ild accomillate a srmall anmont of finished inventory 

on slow days which can he distributed on peak sa. edays, such as 

weekends or paydays, increasinig overall siles and Income. 

:In my second visit to the candymaker several months later, she 

clcId tOcat the buicanes. continued to do well atid that with increased 

lcome, sice has started a second bcsiness, Once a week sihe went to 



-80­

a nearby town to boy cheese to sell In her neighboriood. This con­

stituted allup-grading of her busittess Into a expensive, very
more 


profitable item, which was 
 in high detiand. Again shte apparenLly
 

did not have any problem selling all the cheese she could at1ord to
 

buy.
 

But as Im)oIrtant in many respects as tie Ilcintees 
in jr'tIllctiOl 

and Balei is the fac]tthat the work schiedule of liecandyllaker Is tow 

much more liveable. ier initlai reacLlon to a question on what credit 

had done to help her emphasized that her life is now much easier. She 

can get sufficieit rest, instead of working all night, aid sie has to 

make fewer time coisuming, expeitive (transtortatioii costs) and Lirliti 

sales and collection trips to Lown. 

Similar Impacts are illevIdeni:e in "tortilla" iakling. Credit 

eiabled a tortilla mlr to expand li'rinventorieis of raw riaLerial a 

and product ion. .ie used e,il.of tier three loans to liy sufficeient In­

ventorles tqh firewoodh and corn fo lseveral, days lpioductiti at increased 

levels rather tin buying oila limited dolly basi s. Increaied cash oil 

iand has ,-nabled her to get quantity discouinti of /11.(Oi($3.20) per 

sack of corn, for examplL. 

Before her firit loan site sold, ti/,lIy ($/.80) per day, uow 

sihe sellm, ?22 ($8.i11) per day. She has now expanded her market 

and i snle to tfellIt) a lediatrlic hlsi tal which payls ierweekly, le­

fore receiviig credit itle would simply not have hdtheil calh flexilhl­

lity to be able to take advantag' of tiis market. In addlthits, sit! has 

recently opened a savings account in a ctiriercial baik somethtiilittwhich 
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is rarely done by informal sector entrepreneurs. "
 

Tortilla makers can up-grade their product by making cheese or
 

meat filled tortilis called "pupuaas". Many successful "pupuserias"
 

began as small "tortillerlas".
 

Another example the gains made by entrepreneurs through tile
 

.roject ia wsmtressbegau n or loana who with 1400 US$160 and 

who now has been able to increase lic-c production tlsiiugls four
 

loans to enable her among other markets to sell T-shirts by the
 

dozen to a commercial retail establishment in dlowntown San Salvador.
 

ilth Increased sales and production Mir uses more materials; with 

her increaslfcash availability she now call tkeadvantage of quantity 

dlscoiir" on materials. 

Hler last loan was for 11,000 or US $400. She las hired a full 

time helper to sew the, hlirts enabling her to spend more time on 

sales and cutting the patterns. She stated that before her first loan 

with the project,ah sald a loan of 1200 or US $80 at 20Z interest per 

miith th a "friend" who did not live In the neighborhood. Part of 

the first liiat, from the project went to cancel her previous debt. 

27. 	 Most eutivpreevrs reinvest Income increases proportionntely fit 
larger Ioventorl,, csiisn It impressive seeand nsmpt ion. II to that 
p)qsslbly with lrciessed emphasis in this area, savings mobilizationl 
a4 well ais increased investments in productive activities can 
take place simultaieiosssly, differing only from savings and loans 
,,rot,rris in t::nt credit Is granted before accumulation of savings 
ila.s Laken place. 

Savilips ail loais organizatlis and cieilt uniions norially a.:rvice 
Iiople's credit inilds ifter they hive rea:hed a milslniusm savings level. 

massysif the poiire!t entreprenelirn the eft. will find it difficult 
ti) I!,! ( illI. oinloiss or slni llar ausnelatons since they use tile sav­

s iisss,., in hush hs? thieli li.iuses for limitsdiate investment in their 
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Before her first loan the seamstress stated that site really
 

did not feel that the business was a 
 success or could Improve.
 

She alweys felt under 
severe cash flow pressures and always eeked
 

out enough just to make ends meet. She now feels that she Is a 

success an busltess has improved markedly as Indicated by rihe fact
 

that she feels leLs pressured financially than before. Sha em­

p)laaized 
 that iU she did not sell anytliing one day, she still ,ad
 

enough 
 cash and/or raw materials In stock to keep on producing. Further­

more she is .10W able to save very small but adequate amounts for
 

fatally emergencies.
 

Small suare ownt'ra were also able to Increase theit stocks of
 

supplies through credit. 
 Often these people stated that 1'efore rereivine 

their loans they had to turn business away because of he lack of in-eto­

ries. One such oiner, a solidarity group leader doubled her snile of soft 

drinks aud upon ricei,,Ing her thirdiloas was ibli to actually buy an 

old refrlgerator with part of the credit. She iiow is able to make 

popsicles cod keep small stipplies of ice 'or sales to neighbors. With
 

increased income she 
has been abue to obtain a few pieces of used 

furniture fur her sitting rous. Site was soniuhat apologetic for its 

conditiot-, but obviously 2roud o 
f 

the purchase. 

Future Plaii and Proect Replicabilty 

Both FEDECCREDi'D and PIJDECO beleve thiat they can eashly expand 

tine credit project tio San Salvador and would like to do go, gien 'he 

perceived demanid for crpdit rnd success of the program to date. lie 

major constraint for both agencies currently is their raffing levels. 



The World Bank Is considering another loan 
to FEDECCREDITO
 

snpportihg the project. However, since technical assistance isa
 

not been very effective both terms
In of its content and numbers
 

of people reached, before a new contract 
will be signed forthor
 

study of this component will be needed.
 

Furthermore, since PRIMEGO functionu only 
in the city of
 

San Salvador, an expansion of the Into
program secondary e~ties would
 

ltply that the program would have to find a 
way to duplicate PRIDECO'a
 

role, either through expanding PRIDECO's 
 area of operaticr to Include
 

areas outside San Salvidor, an expanded role 
for FEDECCRF.DTTO, 

or engaging ailother Institution similar to PRIDECO to es, uMe 

PRIDECO's functlons elsewhere. In order to make the decision the
 

Issue of the Importance of the multi-faceted al,proach vs. a program 

strictly focosed on credit wouild have to be analyzed.
 

From FEDECCIIF.DITO's point of view the credit program could be
 

expanded to other 'arban areas 
where there are affiliated credit 

agencLes (Ca)as de Crrdito). Any expansion however, would increase their 

admlinistrar;ve costa todue having to channel credit funds to other 

Cajas, but it Io not felt that this alone would be a d'.terrunt. flow­

ever, If FEDECCREDI1n.qlsumed PRIDECO's current functlons the costs to 

them would Increase, possibly by a sufficient amount to preclude 

expansion or necessitate a larger subsidy to the program. 

Given that FITJECCREI)ITO would experleice the same kinds of 

credibility problems as it did In the Initial phases of the current 

project if It tried to act alone and given that it would take time 

for FEI)FCCRIFIr'lT to build its credibilfty in secondary riLtle , (it 



-84­

has credibility in rural areas), these factors imply costs and logls­

tical considerations vhIch would have to be resolved by FEIDECCREITO
 

possibly affecting the speed 
 with which project replication could
 

take place and might even become a prohibitive factor.
 

FEDECCREDITO's Chief of 
Planhing iowever, seemed enthuaia;tic
 

about expansion possibilities. 
 fie felt that the PRII)ECO/FEDECCREDITO 

project provides an important part of the solution to time mounting urban 

problems in El Salvador.
 

PROJECT ASSESSMENT SUMMARY 

Orgnntration and Work Flow 

A great deal of activity is in evidence upon entering PRIDECO's 

unpretentious headquarters in a lower middle class area of Sno 

Salvador. PRIDECO'fi adminstrative and supervisory employees aeemed 

to be very busy and it appeared not to be strictly "busy work". 

Most of the employees are promoters and as sucb were not at PIDIibECO,
 

rather in tihe neighborhoods, tio tihe offices were not full of idle
 

staff. 

PRIDECO beneficiaries were constaitly coming and going either 

to apply for credit or to attend training programs. Most of the 

time allotted to the study of PRIDECO was spent with Credit promoters 

because of their direct involvement full time on the hicnme and 

employment project. These ptomoters have a high sense of social 

responsibility and believe that their work Is very impoltant to tihe 

well-being of people in the comilunity. 
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Powerver, two of the promoters, both engineering students (indus­

trial and civil), pointed out that their Involvement In this program
 

wa.j not a creer objective because the work did not directly relate 

to the kinds of skills they were acquiring In the university. Further­

msore, as another promoter put it, the salary is so low that no uni­

versity graduate could consider 
 the job. 

There seems to abe "vohuteer" attitude among the credit promo­
ters where there is a high degree of social awareness and commitment 

for a short period (several years), but seldom are employees in the
 

)ob for a career.
 

The relations 
 betwecn PIRIDECO and the beneficiaries seem to be 
good. lhere Is a relaxed attitude about work in the communities. 

FEDECCREDITO's role is primarily an administrative one, and the
 

id staff (evaluators and collectors) 
as with PRIDECO, are young and 
iave low levels of training, but are perfectly adequate for the task
 

to be done. 
They are interested In their work and get along well with
 

the clients. 

FEDCCREDITO, In contrast with PRIDECO, has Its headquarters In an
 
upl-er class section of 
the city In their own seven 
story office building 

This does not seem to have had a deterrent effect, however, on credit 
benteficlaries who must come to FEDECCREDITO for final loan processing. 

ie PRIDhEF:O/FEDECCREDITO system Is very efficient. 
 Pay scales for
 

employees (promoters qi;d collectors) are average, and at least from PRI­

h(ECO's side, overhead Is low. 
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The Bystem in not overstaffed by any meanq. Techlical asirtant'e, 

although Included at a cost to FEI)ECCREIJ T (but carried out hy I'IIICO) 

does not appear to be a major expense dce to its very low-level nat,,,..
 

(hie FEI)ECCREIITO executive bel ieves, however, that a good 
 program of 

technIical assistance would make the credit project much more expleanlve, 

possibly precluding self-sufficiency. While there are concerns al FE.-

DECCItELITO, World Bank, and PkIDEC() that the system In deficient, It
 

does allow many mare people to be attended by a given number of staff
 

than more tradit ional one-to-one credit and(] techlnical asisstance 
sr'uhei-en. 

Some further reduction in project costs may lie possible, but it Is 

difficult to see where at this point since It is already so lean. I'ro­

bably, an FEDECCREDJITO indicated It planning to systemIs do, the will
 

have to Increase Its portfolio thereby increasing revenues at a qulicer
 

pace 	 than costs to break even rather than try to effectuate coet avinugs. 

The FEDECCREDITO/PRIDgCO project In doing a great deal to have ve-ry 

positive impact on many urban poor people. It Is ott target with thini 

approach to other non-credit assistance, but haH not taken fuil nilnvan­

toge 	 of Its existing system to reach many more peope thrioigh special 

tra inling snd orientation programs. 

The credit Impact on individual entrepreneurs woid he dli ficuti 

to imcprove upn. 'file major way to Increase overall voclo-econonhu' Im­

pac would be to Implement the existing credit model on a inatsive scale 

wit1l modif icatitolls In tie technical and managerial assistance delivery 

systecm. 

Technical Assistance for Further Project Ileveljiment 

There seems to be very little need for long ferm oultide agniltature 
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fronminternationial organizations. One 
area of concern expressed by the
 
Implementisig agencies and the World Bank, however, and which could use 
batoIt teinI project design inputs, would be In the technical and social 

assistance aspects of the program. 

TIICI.I A(ERAF ASSISTANIC1J.W'D)EL 

!A-si.r.a, lL!atned from FEDECCRFD[ TO/PR[DECO System: 

A. Credit: 

1. Informal 
sector entrepreneurs can 
be reached In large numbers
 

with very small amounts of credit through very low cost end ef­
ficient means. Tbrough solidarity groups, payback is excellent 

meaning that Interest rates 
can be reduced reflecting a reduc­

tion of risk to the lender.
 

2. Payback rates are very good If credit terms complement the 
in­

come capacity of the entrepreneurs: 

a. Payments should reflect the frequency of income of entre­

preneurs, that 'a, their schedule of cash receipts. If 
payments are 
too spread out, 
it in tempting for entrepre­

neurs 
to fall behind In their payments.
 

rrequent payments on a weekly basis continuously remind 

entrepreneurs of their obligation to pay. 
 If payments
 

dovetail with their cash receipts there is less chance 

that the clients will deviate from their savitigs/payment 

schedule. 

Since cash is always a pressing problem, to expect Infor­

mal sector entrepreneurs; to find it easier to make pay­
meats If payment frequency Is lengthened may have exactly 
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the opposite result. Even a month or two between pa."­

ments may seem like a very long time to informal 5.,­

tor entrepreneurs making them lax in their arcurnimlarion 

of capital with which to make their payment spelling 

disaster for their ability to ultimately Cancel lin
 

obligations.
 

b. Loan amounts should reflect a sum which elireprenenrt. 

can relate to. If the entrepreneurs cannot relate to 

the size of their loan, tile problem of payback is exA­

cerbated. Loans which are too large within the frame­

work of the entrepreneur's perception of the quantities 

they are dealing with, may be used ineffectlvely In large
 

part due to non-productive expenditures. l1ley may then, 

need further "assistance" from tie financial institution 

in spending the money leading to elalarate and costly prn­

corement systems requiring rceipts or other special .r­

counting procedures or even in-kind pwirchaqlng as well 

as other technical assistance and training. This in turn 

precludes tle possibility of reaching large nimimerli of 

people.
 

3. Clients must be brought into the credit system gradially. In-i 

tial loans should be very small and easy to payback as part of 

develop further awareness of liuqlnegsan educational process to 

procedures and self-confidence in their abilities to use credit 

responsibility and deal with credit institutio'ns. 
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4. 
The assistance system from promotion and selection throughi

collection mu;t 
foster trust and respect 
on 
the part of the

cltents. 
 For this reason, 
the personnel structvre of the
 
agency Is extremely important. 
 Ile kids of ancillary 
ser­vices and people on tile staff doing tileillblic 
relations and 
field work must 
be carefully choqe1 and have the right levelof skills and consnitment to the project even If It Is on 'he 
short term, meaning that staff turnover may be fairly ",equent. 

5. Credit group gnarantees through which partIcipants assume 
re­
9PIslb~lltv for 
th2 loans of each Individual member, tzemen­dotsly reduce staff time and Involvement in the Whole credit 
process lnclndinig client selection. loan analysis ind collec­
tion Piatlcularly. 
 1111s 
reduces Costs and Increasces 
the pos­
sihility of reaching many trore clients per saaff member.
 
The system works 
 on the basis of peer Pr'ssules to induce other 
group menbers to payback and continunally remind each other of 
their credit oblitatioms. 

6. Subsequent 
loans after the first or second should Increase In
size lefiecting Incredses In productivity and Positive effect

of prtvious luanc . At some point, "dea- IY0 Lhe moat success­
fill ectrepre neors would be encouraged :)yloan staff to "gradu­
ate" Into a higher level SSE type program or sonic other gener­
ally more formaiilized business assistencc 
Forlaat. An the hus­
s 
 Improves, i)eclsise of need detected through experience, en­trellleueurs may recogndize and truthfully desire technical and/orcsnslgt:",, assi stance smcaking those efforts worthwhile. 
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B. rroup Selection Process:
 

1. In order for peer pressures to develop uffectively, a self-selec­

tion process should be used whereby groups form themselves by mu­

tual consent. Project staff should be an informational source 

about the availability of the 
service and facilitate the coltarct
 

between the cliekits and the Inistitution. 

By letting people form their own groups given their 
'nowledge
 

of their mutual responsibiliLles, a strong sense of "knnwh~ig
 

what they are getting into," and personal respoosibility for
 

their own fate within the group, makes It difficult for them
 

to shirk responsibility in cases of late payment or defaolt by
 

blaming project staff for selecting group members poorly. The
 

people themselves make the decision as 
to whether to take ad-­

vantage of the system.
 

hile there are anxieties ont the part of some entrepreneurs about 

the risk they are assuming. they are making the system work al ­

most exclusively by themselves, with minimal institutlnoial Irer­

vention.
 

C. Promotion:
 

1. 
The promotion task in very poor communities is sotessential step
 

to developing the credibility of the assistance program. Unless
 

the institutlon promoting the project has credibility and does 

not pose a "threat," the project must link into some other orga­

nization, possibly already working in poor neighborhoods, which 

has solid relationships and already does have the necessary ere­
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2. Ice the project in know,, trusted, and addresses felt needs,
prumotion can lie donle almost exclusively by word-of-mouth, interms of letting people know about the service and how to get 

wore specific Information. 

D. PEsonnel : 
1. Promoters. credit evaluators, and collectors need not be highly

trained professionals to carry out most tasks required in an
assistance 
program for 
Informal sector entrepreneurs.
 
a. 
Skill levels, training. and prfeqslonal expectations 
must


he co nensurate the taskuith to make field staff effective 
In their work. Otherwise frustrations build up and staff 
turnover may be high. Even the goals and objectives of aproject call be Jeopardized through staff doing what it wants
rather than what the organization is mandated to accomplish
through legislation 
or 
loan agreements for 
a specific pro-


Ject purpose. 
b. 	Iower level skills are 
less costly and possibly more effec­

tive in accomplishing 
the goals of the project.

C. lon-career employees such as college students working their 

way through school may be very effective credit promoters 
a;ld evaluators. They do not have long-term Involvement with

the project, hut may provide a high degree of commitment on 
tie short run essenitial to its successful promotion. 

E. CLAI. Ct full: 
I. Te solidarity group mechanism provides through the group leader 
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an efficient way to collect from xt least five clients por col­

lection visit. 
 With a very small staff, a large number of l)ans
 

can be collected.
 

2. A salary incentive system gives the collectors more reason to
 

be efficient 
in their collections. 

3. 
A simple control system makes collectors very careful since they
 

are charged for any lacking sums. 

4. Collection visits can and should be made to 
the groups rather
 

than having them come 
to the institution. First. it is safer
 

for the group leader not to have to leave home with the payments. 

Since robberies could occur 
repayment is more certain and better
 

control on late payments can be kept. Tie opportunity costs in 

terms of the use of time. and the alternativeg are high not count­

ing the coats cf transportation which could advesely effect the 

incidence of late payment since the probability of a group lea­

der missing a paymeit would be greater. While there is no con­

crete evidence, it is also probably cheaper to do tilecollectio s
 

In the field imnediately rather than having to chase people down 

later. And, flnlly, it gives the financial institution the op­

portunity to get out to the coatmunities cheaply and efflcleitJy, 

while increasing their credibility, if tilecollections are tlose 

properly.
 

5. 
Groups should not be expected to pay the total accuminlated amolut 

by a delinquent group or members onithe final pnymept of a loan. 

Tils puts excessive burden on the group. Desjpite a high se;.is 

if group resposibility, full payment at the tall Pud of tile Ionn 
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may simply be Impossible. Thus, in the spirit of the way the
 
whole system Is oriented, which is to make payments as simple 
and least hurdensome as possible, the collection system makes 
automatic and Immediate transfers to the account of the delin­
quent rmember or members from tI:e amounts actually collected 
from the rest (ifthe group. This Immediately makes the timely
 
members absorb any Individual late payments, with imnediate 
resulting pressure for the delinquent member(q) to pai, up. 
lhrogh this system, each member hy way of the group leader 
and the punched col lection cards, knows exactly how far behind 
(or ahead, possibly) the grmup is at each payment interval. It 
Is, then, an Internal problem for the group to determine who is 
not paying, how to induce payment, and square accounts. 

F. Technical aI d fiaiLeral ,sitaice. 
I. Technical 
and managerial assistance projects In general 
are of­

ten launched 
immediately upon provision of credit to-entrepre­
nenrs or as 
a pie-condition to credit. This is done In an ef­
fort to assist entrepreneurs In .:,.king more productive use 
of
 
credit as 
well as to attempt to diminish the risk of business 

failure and default. 

luwever, 
the result 
Is that clients often accept this assistance
 
and "bear with it" In order to qualify for credit, but very sel­
d mn uue it. Until they specifically perceive the Importance of 
non-credit assistance to them, the short term Impacts of credit 
take precedence. 
Credit is often the only assistance sought by 
entrmprvneurs at the outset. 
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2. Ilie timing of technical or managerial assistance erust agree 

with the client's stage of awareness of his need for extra 

training. lie need fur credit and other types of asslstance 

Pronhably will not dovetail. 
 Credit will be an overriding
 

priority to clients at early stages In their awareness of 

need. As their awareness evolves the project can then Intro­

duce the appropriate follqw-up components. This would require 

r means to detecting tire entreprenenrs stage of awarenews and 

promotion of the services. 

3. 	 Members of groups wit . more highly developed skills can pro­

vide informal technical and managerial assistance to their 

colleagues in such areas as production, purcnasinug and mar­

keting. Thia kind of collaboration can happen because the 

group members are not required to be in the same business 

which otherwise might make them cautious about giving too 

much competive information. However, even if several shoe­

makers are in tire group it is In their mutual best interest tin 

collaborate. To the extent that knunwledge is shared among 

the group, the risk of default by members is (Iiminnished. 

Z. 	Initial assistance to Informal entrepreneurs should cover 

skills of inmmedlate use in Improving family quality of life-­

cooking, nutrition, sewing, flower-makiing for home decoration, 

as well as provide soirces of Income. 

Solidarity Groups for Technical and Managejral Assirtuce: 

As solidarity groups evolve in tineloan process, efficient pro­
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otaJ of very simple technical and managerial assstance .. iuld bedone. As groups approach FTDECCRI)ITO/PRlIECO 
regarding second. third,or fourth loains, promotion could be Initiated In the normal on-goingcredit process 
at tile office. This would consist Simply of letting

People know what assistance Is available to them followedHIl'! by discus­of perceived needs for assIStance within tile solidarity proup.
'he "l"at step would he to experiment witl tile continued use ofself eIction for tecllcal and manpprial assistahnce through groups.1luie groups ilterested In receiving further assistance could enroll 

Oil tile condlition that the whole group Signs 
Ahrough 

up. 
Internal processesa in the group, Individual members couldhelp their coIleagues understand the need for additional skills. 11icould lead to large numbers of people asking for non-credit assistancebecaase of their Ilcreased tuderstanding of the importance of certaintypes of assistance to thejr specific needs. 
 Simple notlons about 
rec­ord keepilg or production may In tills way be used by more people, re-

Sulting In greater benefits uf assistance to more people.
 
If groups could not completely 
agree on extra assistance, they
conld re- fljlll thaunselves into those consistlnig of interested members("technjcnl assista'ce" groups)and those which are not ready for fur­tiler nasitance, With certain incentives to stimulate tile process suchas higher Interest to groups nut using assistaulce to "pay" for those(lu),this whoplouulss could possibly increase the coverage as well as effec­

tiveuess of nuo-credit assistance. 

What siOlm-i most important Is thnt the celter-periphery clienteletel~ftlolIrhlp prevaleut in most projects dealing with the poor would bedimini ishied through contInance of tile self-sclection 
Idea and the use 
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of "technical" resources often readily availiable in the poor Ieighhor­
hoods. The system would use cOlmnunity Identified "instructors" with 
well-orteiited assistance ,"coordiiaturs from the agency primarily to 
guide efforts in a productive way.
 

C. Ceneral:
 

1. The grouping system Is a process with many Iliter-related parts. 
The success of the system and potential for future development 
are not predicated on any one of 
the elements. 
The group credi
 

Idea itsielf Is r.othling new. It is 32 years old in El Si'vador, 
and It has been Independently used In "any counmtries. What makes 
the whole FEDECCREIITO/PR[ECO systew unique is that it Indicates 
a clear understandiin, of the economic capacities and prioritien 
of Informal sector entrepreneurs, tie structuring of tihe credit 
groups themselves, the uses of peer pressure, and th: collec:tion 
procedure based on all of the above, which, whei tied together in­
to a single mechanism, makes a very effective model. 

2. Furthermore, the solidarity groups can be used as an Intermedlary 

step to all sorts of coJlaboratlve efforts among people. With 
good otaff orientation, some groups could give rise to foraial 
cooperatives, to worker managed enterprises, or to geoeral conmsmol ty 
improvement projects. 
Timeprocess gives people the oimlortmnity to 
decide what the benefits of collaboration are, aimd then, mwhat types 
of joint efforcs, If any, are most Important to them. Once again 
the people make their own choice, based on their experlesices, iot 

on what someone else has decided Is best for them. 
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 '1 1, 1.rTAL *! ', i"'..
Y C ' ' .; ... ! ,T" P"' V: -:. 

."I*I () ;' , -. j-, "; ;'l-
 't," Cr!C D TA.-I... 

I.- Anu*'., I.c !j ?,r.T.
 

2.- Atonal 325 
3.- into;; -tj 5 .50 

4.- na.J i i 220 
5.- fDrn'i 2 400 
6.- Btulbd '1 3 00 
7.- n'a'..d " 4 500 " 

O.- lV,,Jtll orto
.' 
 7a
 

9.- cv-bulnr 
 462 
10.. oliv(,r 440
 
11.- 11ucnoa Aroa 
 275
 
12.- CccIIo (101 Ynllo 
 330 
13.- Cnlhtfornia 
 327
 
14.- Cullo antt, u ni ,atraaho 150
50 
15.- Catr.-o do Julio 10
 
16.- Colonial 
 110
 
17- Crloto Nodo.1tor 1/125
 
10.-. rJ to ll,1dontor 0 2 
 166
 
19.- :orzdn do :ara 
 166
 
20.- Cuntro do .y,561
 

21.- C jrj'-nto 
11co
Hl.otocnrio
 

22.- .C 50 
23.-". .. 5092 3,..C-c~f..cLU u 

23 
24.-243)0
 

25.- Cna:p-jcr .. 00
 
26.- CJ-im.to i'jlcI., do ]latconda 0600
 
27.- Cnp:.Icrt o .'dc:;ico Induotrinjl 
 000 

2),-- Darlo Con=;l,, 375
 

30.- D)ocedo Octubro 125 
31.- ri t;aoltto 125
 

175
 

2~el
 

http:CJ-im.to


-2-

COlM ITD UD NO Dr IABITt1TFS 

32.- El Tanquo 00 
33.- El PraJo 105 
34.- El Coro 412 
35.- El Plan Piloto 1650 
36.- iBl Caren 495 
37.- El Prozroao 275 
30,- Florida 02 
39.- Fortaloa 9600 
40.- l'runcieco ;:uicz Arrud 150 
41.- I .nnl Avortadi Poarlta 200 
42.- Franricco 'orazdn 1430 
43.- Finca SGuirao 530 
44.- Plorencia 000 
45.- GnUcIou 1 660 
46.- Galloj-oa 2 550 
47.- Gr-anJoro 1 2707 
40.- Granjcro 2 125 
49.- In:-al 256 
50.- Iatzania 330 

51.- Ln, V'oroodeo 450 
52.- Labbr 1 357 
53.- Labor 2 422 
54.- La Eoaoralda 1200 
55.- Loa Lajao 150 
56.- La Foon 2145 
67.- La r:nccota 1 y 2 152 
50.- Lupita 250 
39.- Lnj Pnaruao 5600 
60,- !cjico 700 
31.- INir-afloroo 4200 
62.- !.;cu6n S':i. 200 
63.- :Ilc.-3lja 550 
64.- Portlco 1 574 
65.- Portalco 2 no 
66.- Prlzcra do 'layo 412 

*3 
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do :'Iyo67.- Prinoro 
6G.- IRO.-dn Trc% 412 
69.- acnti d1on Atlncatl 1650 
70.- San Judnn 715 
71.- Ql o oz 165
 

72.- Za;_r.o Conrz6n 4100 
73.- Scn Joad do 2.aLon1tejn 

550
 
74.- San L'artfn 160
 

75.- an Jod 1100 
76.- sr,1:cz 260
 
77.- Swaua rd 
 165
 
70.- Tinotti 300
 
79.- Tutuniclpp 1 50
 
00.- ltU lcha 2 070
 
01.. TutunIcIripn 3 440 
02.- Tut fnich .n2 4 200 
03.- Tro do r.:nyo 05 
04.- Vallo de Oro 925 
05.- Yanirn 

275
 
06.- 22 do Abril 
 201 
07.- L o r.ar nrjt.,i 2500 

00.- Papln 1500 
09.- Lca Hocno 506 

90.- Ltonsorrat 250 
91.- Sn Rnfnol 30
 
92.- Anarttit.n Poo
 
93. Dcrro Gnnta Luef., 135 
94.- Ln Podroar 1500
 
95.- L 1 L., 500
 
96.- rerindoull 50 

97.- villa Joojo 550
 
90- P:'Ino do Ootubro 
 1672
 
99.-
 Cv.ntcr- Ar06n
 

lCOo- Sun Dlartoc OO
 

101.- San /ntcnio Abad 400 
102.- itmo do Loan 684
 

5G6;
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103.- El Roblo 
 360
 

104.- 2rovidencia 100 

105.- Gasita Criotina 306 

i0.- Coacrodn 950 

107.- Dolvyar 2300 
103.- Alo.ia 40 

109.- PuasJo La Podroa 125 
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La Oficina do tfojoram~ento delea Corn nidades K1rginsles O.I.I.C.0.M., 
unfdo a Is Foderaci~n de Cnjnn-- do Cr~~ditc,, cunmos proporcionando pr~stanon a 
todce, nqullos pequetlon comerclantes quo renidaui on Inn distintas Coinunidedes 

en fleourzollo. 

Actualmento no hnn berlet'iciprdo 10.000 famitlian do grupos solidarion, 
habienuloso distribuido mA3 do DO'SMILLCTDf Y UU1D0 BE COLOUMP. 

EB*to cs salamonte el prinoipio de ente programs, del cual de3aMO9 -

formnon parte do ]a -jigulente mjlnera: 

- T grupo nolidarto se czmpondri de cinco a diez miembros, ion cualos deberl 
do rcaidlr en In muma cornunidad con au" negocien ya estableildos dentn o­
flzori de In unman. 

RI 1'ator6_n a Ipagar en del 1-%tula non el 141 nsua1
 

- S lama grupu nolario porque 
 todo Ion integrantes del mismo son respcn­

dablon (to In deuida colectivn. 

Dnaonnn Io3 requiniton findftmentales porn quo puedos obtene, tu*prd 
tamo y al ammo tleapu to fooilitamoj. nnonornlnto t,3cniAo pnQtM fuqqa1 buon 


namiento do tu flogoojo.
 

Apresurate a forrar tu grupo, ps-ra mayor infozlnaci& to esporanon de-
Lunen a viernes do 8:00 a ona.m. 4$00 P.m., nuontras oficlnas aituadan en Av 

Cuay Calle Dario Goulloz 11o.806, Barrio Ran Jancinto. 

DEVTSION IJEMMARR0 EhXfOU6tCO 
0. it.C.0.it 



bras Y U11of Els di dLvh,,Asi cuales tioain quo tiaLdir on un. sims. cc 
ounkdaj y u.eobserver VasP-6-iLidad aftus. Vhanroe.' gCaneati. 

Los pr8,tssI Onicasanu hatm pets inctaIInLtug Lnfvereid~lan

.1 nigacis *miic.Ati Y(nun eaa .sbiac., nagoctoe, pats Caonutuidg
 
paseaatteac., niciiidadom do 
 tipo .paraLs.. 

.30 lea
iruo v~ldris, psrque todos lea aisabrodt 
rpsn
 
lespoameibs do Is daude coleetive y,cu~ndo 
olddn alomoro dotgtupo-n

paido pangerpat CusiquLar NGiism, 
 Los tie tantes del grupo pagtin is
 
dauda total do dicha slm..
 

El Intorti s e L2% "weuasi6 1% m Isaui Cl santa y plaid do.
 
pegs do I. 
cuos. sor# designed@ par FCDCCRCOTO.lj. intitess y at asjk

do at as asactl~aslo
eiitfn.iaant.). . 

Una vat supetvissaa an gpupa salidetial no.so piIran egt of* 

)Cufnd solow lon Is siitcita do crldilQ8soaLos &ntrsgstf ans
 
not~ctipl dand 
 a. seAlls is ta~ths y hace on quo surf supirwieda di 
cho grupo..egifatata. .e.ae tpeue 

It prupa siLdaria.1it nr''o. 
*s I an pomnn
toatmC.Al Vsrf at 0nc.agies di meogarleg todue lee castes y voear par akpigs puntuat di Ise iaoa.. 

Los .isabroo 0a1 grape voaidedai erfn tovisor cade sasans at ealdodo eu sidtI pore aettat cusiquier ene.,.s. La cuas I* podtfn lager Lie­vend. anconical do Ass pegaemaedlant; uns hoja canteble. 
Losipmrvanam~que hataltensii sloe ci4aantas dabon de.ester vnlvenkae' can at pegs do cabtIs, aiasd qus habtnla' qus an lea ccavnidadag sat


ginbimi daborfn este, ooealee. can lee junta do Ayue.
 

I.SidIatd 
LiAta ~vtwIquiitafleasija en cutnto 01 pegs ds tIsecusise dabs doset nsbiricaa sd ninsLat Doapertag-nta dqCcfutoi do CIICDl. 4 

http:FCDCCRCOTO.lj
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I -C J - i - ­ --- t. gv,6 ... d ___________ 
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_______________ 

_____________________________________ 

OEPARTAMENTO DE DESAAROtLO COMUNAL 

FORMULARIO DE SOLICITUD PARA GRUPO SOLIDARIO 

56I4ORIS DEPARrAMANro 
Of OUSAIOULO COMUNAki 
FEOERAC)H# DECAS De C91WITO 

P..w.U. C.-A.. q. Food..., hod. ... &.. ".Pat I. me.J... ~I 4.. ."*..4 .t..r.k.. 

.- W. 1. w4Ue.f. .. ... .. aI&. do l.I. .0I6d* .$ pt.4 .... .1.wip.. I.4-1M 

e. 9 I.e.ee...*lw- ae. ,fou.4 hep.... dArd".-.. I .11.4 _&k polo1. .. 1Ik. o.- .1..I.., 

- OCVPACIGM Iosa,..o e.. 

S_ _ ______ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ -
LUA 0________________ 

USO_____________PARA _______________________EXCLU51V_____________________________ 



-- 

Lkt OICI PRoGrtAj, ThERAL,DE DnArJmouo c~xukL 

rozr medio do la Prenente hace ecaataruotn quo el Sr.(a)_______ 

en el repreuentantedoeIS oaunidaid____________________ del grupo solidario 

tituido par 01 an estA cctasMi mbrom quo forman eltindume grUPO GOlId~jx.o. Pen.aaf Presentia. ante ugted, para quo Sean inaluidonma de cr~ditaa en el pro-y'a;del N~Paxrtamento de DesrrallO CO:! '.nal, do IS Pederaci~nde Cajas do Cr.5dito. 

Atentamente, 

JOSE~ AwrOIo MMEARA
Jefe de Dirini&n do Desarrollo 

San Snlvador, e____ddo 
 197 
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I. S1I1"1 NG 

Colombia it a large economilcally and culturally illverse 

country located on theno lithwetteri tip of SotIth Anmer ci. With 

over 24 m iii on hilial)iItant a it is olleof tilello;ItIolilli Oius ciiill­

tries Ill tileregioil.
 

I1otA is tilevlplital with an eut imatetl 
 5.1 I lion Ill­

hubl)I ta llt. The average annUal pOfll atloll rate i city[ngrowth lite 


was 6.5Z htrweeii 1975-[91i0. 'lhis outatri pa 
 even Sao PaislIn'
 

excepI)t [onil rate of Ito 
 tlilat Ioil growtl Iof 5.7% 1)etween 1951) ;iiII 

1960.1 

Accordilng to tileUrllbiia I study, a maonr caii i I(llogoti'a 

population rowth is heavy riural to urlian migrat lon rellremetIli 

462 of the Increase. Aiiiiller casii, of growth illthe high hirth
 

rate causedilln part by the ll-riigration (if large iinihiern iif 

yoiuig p'eople in tie I r pr me reprouiict ive years. Today children 

uiiier 15 years a]d .cimiritie 39% li populiI Ioof lt sl d ymiuulg idillfs 

between 15 and 34 yea!is old relresent alliLher 17% theof lunpi-

Iit i i1. 

Witl this demographic sceiiario It ia clear that there will 

lie tremendous pressure onlpl loiners to geierate Ulpiuleleitiied 

nulmbers of jobB snl levels of incomein tilecoming decal e 

All census data iii this sectilon of the pnpierltaken from tile"Projectlons" sect ion of tilelrian It atiuly of Ihiugoti conifilete
 
1in1972. d
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P'rioecti to lower the birtlh rate, reduce the rate of in,­
mira t ifll, ultimilate Olt-mipration, lnld create eiloyment in
 

iiodee-i 
 illitlitry , aire imlportait compolnelt
l of fillintegrat.ed urban 

develol ment )ro.rion. Iot it is a|nlo iulmperative to ansist low 

tiwllilie people Will)nolliort thelfrisevLys through their ielf-irlitiated 

uecllloolic 
L it Vil iesl.
 

The Inluhel s)[fpeople who coold he more proloc tively emn­

lloyed ill their own tily hlitessen is very laige. In 1910, a 
of hlliuseldshs done by the Colomlb ian NaLiona[ Statiatics 

Ilepairlmi ent (I)ANI) showed that /3% of tie popolliation belonged to 

Ihe. lower lower ;iiid lower classes. (if thee people 38% of the 

loiwer clas,] and 12% of le lower lower strata fire independently 

emlployedlas smllII arle.an, illespeolle, anild providers of per­

sioial| and 
 lomestic .,:e-vices. 2 
locl led in these categories are 

uhilelllike r, fismIll Istore owners, street vendora , shoeshile boys, 

eti:.
 

They ate iit aiss isted both becanuqe the economic importance
 

of thsae h!it i liieisen in poorly understlood inl the cost of ass is­

tii); them lhiriigh tLife most 
 ciuiio means lois proveni tol be too high
 

anl not very soii:esnflo
 

Tie Uuivelinmeii inof' :olombia ha attempted to inc rease em­

ploymeiet liprtinities through expandingl 
 modern industry whil. 
It the smiiie lime keeping. inflition uiider control, bill:the task 

oh keeping illwith emplhymeul. ieelds is very difficult.. More 

foimil ,sie:i r ioi are available, but johi crention is not keeping 

2Carlos Ca.st illo, Vidn lhrbaa y hrbanisimo, Iiblioteen llesica 
C:olumbiana 
 loltituo Colombiano ie Cultura, 1977, table #2.2 
1). 254. 

http:integrat.ed
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UF with demand. Furtherniore, current Inflation lin colthaially 

outstripped wage levels; the iicoiesn of Lhe lower anil middle classes 

have dc c r la d in1 r l| tern. 

Under doee conditon i miny people liias9t f id leondary
 

Lia) loyIyment, lve 
 III extehed faimli |es where inouimes are pooled,
 

or net tip iinformali economic 
 act lvit le to liake ends Iel 

Pred ict ions eat isate I:Hint In 11[10 over I hree-fiorl im of
 

llogota',a fanlieis 
 will have moltlly Incoenie of less Ihait ; $120
 

on coiltant 1970 te rile. Rent-
 or mortgage painntlin LalI one catl
 

easily iin half thisa mtl.nnt. lu provide 
 adequate foIdd, clothing, 

and educat ion for an average family iof six ,joulld be iearly im­

poss Ible, 

Giveni tlI.einadeqninc{y of formal saetor emnplo yinit t i'Oiipled 

with wag erosion by inflation, a rapid increase iii family based 

inciuomie generatintg economic act ivities in inevitable. 

The iiter ive to eitLer formal or informal s'ector work 

is inemlioymet whi ch reuluires f inanc iiig Lhrough persontal or 

fa imily savitngs durih l g t e "job ne rchI'' period.4 

o'Project l uns Ilrlan II nitmdy, hogola, 1912 p. 129. 

4 
Fur itifol-indtoloil the .jom inarch model see Shutlie; of Ilrlman
 
Labour harket. Behavior in hDevrhuinj
! Areaso . dtSimubhijah.
Kannapan; "Analynti Liteo Iuai I.ahour Narket9 in LIDCl'.' by

Dipnk tlazlmunda r, lnotn Scholol If 
 Econmics ; Worl Ban k, pp.I 11-23. 
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ew pe(111 11!e ve this opJltiontimii the "jub iearcil" periodi 
lsi t le finapioef soiehii,, possHiilIy tlhrough iniformallg Lector bus i­

'leti acie vifie.4.S
 

Iiiq i iill 
 lsector liP!s 
 leliartl( t 11 t liflitenhg t to b1e 

viy ltasitory lid illitaiile. Whiile Hlivifit' iita ill 1(L avail­

ablile on (o(lphllhti-lilt 
o d i Ipart ic itlar- , it seems t hat illIorina I 

liis ill .i arikli- m r', stt[ildhi liain is nirml iiyI presumei d. Obse rva -

Liii ut riiglp' Iy s'howfl thi1t ,i lth -eypvide ili , 
li very lIarge ipls­

hers of pool peoplirtltestint iag a larglely liltappeil prlductive 

l'mmi-lllt!P if given Lit olioltity ti ieveloipi. 

ICelft th ll I lre llirL.jl- uil ir.s 

lesp'lite tie depliri- te Ieedi foir pirogrilis wliic vliderovtL 

Ieteit alnitd itl er nllil-rlel it!itervices to iriipi, iliformali lectoir 

evoiomlili- liac ivitiest, tilte lire none sllisollilredl by t he governmellt 

(ii iillill Itve!l. Coillli linl programimtii ng Ighs been iirected 

at. vptiletip lie I, cledit and mangmltllliellt ass i stance , typically for 

Small Sil InLe ierprinites of 5-JO employees. The few partially 

effecti le piject. ieil ing at the irformal sector level are 

privitie Ilii-
1 pt fit. sotill Ieffoirts illy to lily based, a id work 

with oil y t few clifelts. 

Crelit isitaprimatiry Ieed of infrmt'pal sector busineaties 

lidt iesi ir to increaste their proililletivi ty tnd incomes. Bult at 

Ihis level, accestp to cretit is very iifficilt if not impossible. 
ii it govyeiti1nt iisumade p rvis ionsl for "lopuiar cred i t" lilies 

tiil iiit lmvit l haiiik intending to deal withi the problem of 

http:llirL.jl
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credit availability to very small, micro-bwjinessen. The popular 

credit lines provide for maximum loans of Ps$5U,000 (US$1200) at 

20% to 22% interest per year. However, tie regulations imposed 

by the oanks such as bank referei;ces, s1in[mUm fixed incomeI 

of the clients, tax decla--.Lions, property ownership, and Chamber 

of Commerce r _gistrations are major roadblocks to qualiifying for 

credit. 

Under these circumstances it is virtwally inpossihle for 

poor people to obtain credit since the requiemenits are far too 

restrictive. Is is not preferential interest (interest which 

is two LO four percent lowe r than on other cnmmuiercial lines) 

which will open credit to the poor. The need is for efficiant 

approaches to diminish risk and reduce the administrative costs 

of small loans which will make credit to the informal sector 

viable. 

Given the problems associated with obtaining bank cre,lit, 

many businessmen use aippliier credit which is available from 

the larger distributors. Throtigh interviews with bussinessmen 

it in evident that iot having to combat the barage of regulations 

makes paying sl ightly higher prices for their iuventorie. (essen­

tially interest on the purchase) worth tile price. 

Post-dated chme:ks are the normal form of payment of supplier 

credit. 

While guarantees such as property ownership may be required, 

distributors are eager to provide credit in order to sell more. 

In general, restrictions are lax. They make quick judgements 
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Iil flite ll" iie Modd tie ver tine slpltiI el lmied lately. oce tile 

cI iaut 'tl tntnit jot n inn eitlil Iliet teh hlnnimInt nif cred it III licr.enineti. 

Nit Ile I is s I.c is pronvidedi in market in 1 or iroduct ioll. 

O}netnI lrly prornte.roninn geowiner oinneryloto t bIlmnlthtinther
 

11,0j1 incviie 
ofi tile din trinntori besilen 51aloplier Credit win tile 

del ivery itt good.; I iht tio the nitre. 1This saved time flhn ile 

iwi1!i it . I, II I.'I , I h,. I rtnn(ei liy of I ri It tto t (own. Thronilnh tine 

listl jbiltni!; lie wans nile Lii litly larger quitlltiti LlIllni lie could
 
have iiheiw, i, illd lie 
 t'ild itiyhievetil I liin iii line !japiine trails­

acti. rilun l'hiiin fhin 1 niltnb-" of tn'tininnninnnt attlvitlen. Tinelle 

?lVilviN tie tl nip tenit ly,* greater thai tilte tn oiont credit to 

Inc ton I I neoilI . 5
 

DtupitLI 
 m-fit 


tittiwnllnr want unllitnnell Illhowever, , 


lt betin i of ninnaiilier creiliL, olne very smll 

v ti Lte itricen iiii-ted i)y 

ninnpnpliers (i.e. , ref letlllfu, nel'Vie nlnit initece~nt cnil'eni) ntd 
fItlit t a t lnvnat ire Nioorces tif credlit illowing ier i'nhnn1 

!).tvinngnt!i till Ill. l iti icef ginunn iiti l betl tile ilst bnnef'icil . 

Aiianrnlnt ly her viii imnt nib nlnies wasi no I f-c in-lt ti juily
 

hhit itiln;l I c'tm tin 
 her ni annbytnrningh Itllll] iel-. 6
 

Ali it tinlnoat i v fin tine 
 (Iiitn i iintn- anini i;nlks itre tile 
nniiey lenderi. Iiega;rdltns tf tint! snize (of the biunines, peonpie 

5
5isn llnlex 1I1"1 (% :; .inay.
 

llltnEaii'enn!nnn-.i cillllOt 
 allt icllinte Cxnnctly I IIgOin tile CostItii fllnw t ja,ilt they canll get innlliett moreClieaplly from oitiernitiirieni. They kinnowLinit tine higher price to them is relatedti) nhe ciedil they tire receiving. 
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stated that the going rate "en ]a calle" (street lending) is 3% 

per month or 36% per year (which is very low by Latin Americaln 

standards). 

Given that the inflation rate in Colombia is between
 

25% and 30% per year, 
 tie profit to the money lenders is rea­

sonabIe. The official Colombian commercial i terest rates filc­

tuate between 20%-26% depending on the credit line aid purpose 

of credit. Still crelit from banks is more attractive than from 

money lenders, but precisely silnce tile retllrn to banks is so 

low, (if not negative), tile supply of credit through banks is
 

severely limited, 
 and barriers to eligibility remain high. 

Since the retlirn to banks tois so low, they continue 


adhere 
 to their stringent guarantee requirements. There is no
 

incentive 
for banks to lend under these conditions, especially
 

to the poor, who are considered 
 to be high credit risks. 

Recognizing tile problems of credit availability, govern­

ment and 
 private programs have been implemented to institution­

alize credit with the objective of easing guarantee requirements 

an(! interest. flowever, governmeLnt sponsored prograsi are complex 

including costly techllical assistallce schemes and ill tile final 

analysis assist small, bt fairly well established Ill.sinesses 

relative to informal sector activities. Even at this level. 

since their technical assistance has been quite ileffertive 

given its cost and credit payback has beenl mlediocre, a rcclls ion 

often reached by experts upon analyzing these programts is that 

very small businesses cannot lseL the services offered. 



Sisl 1 |anis to in dividual (lic"Is are costly to administer
reqiilring n l igh degree of sratesiidy nod ,ince pylick are 
mediocre it it assille( that iore t'echnical aiistal{ is needed 
to improve the hlaniiennes so th y will he ile to pay back tile 
liilii.ii Ffrthe rmre ilarger Ihiins are givein to Ills ihlsenladUeto I l high Cost of llIkiog very -smail loans. Iecessititatng increased 

tecliiicagl ass iiialiea l iortIer inlcreiniiig costs, alil so forth. 
Al iii t (itode';iI verly easily dievel iloole r thene ci rcum-

ItIluicen thai very simnll Ifliiljiis.iesl ate ilipossiblei )toassist from 
a cost anlil telloll ii viewpaijt,
 

Whi e Ihleie alte 
11iprojects 4llivI .OucOldi detect 

C(lirlij I hat 

in
 
i ll ii(ll(( all the ele lltts of nll effective Project, 

hat isi, to ass5i st 1 1liihl creldit, mainagjerial assistance, aindit ler sal" comji.. _ll ile Improvemelit ii iipgradillg of iany

illformal 
 sector tilisin ses , there nle .evernl small Iprivate pro­
il1' Iwhic, 
 atllipt work witihto very peoil ieolle in communility

dl:veIhipil e t, n rliion,lih al tl, ulicli have added flivIlig till|| loan
 
Iiiiliiip)llitt0 
 'i0i9ier Parents Plan and the Fei-ernc in Nacionnl 
de Cri 5

Soc'l l 1a"(r twoiaii such progralmi whicli have net ill) savings
 
aill l 
 lai (liiop ilraivtjes as a1wly of moiilizinhg sayilngs lild pro­
viiliiig 
creilit seivii'eti tii piohle Wilhout reslorttng to the nor­

mal lnmilierc. i 
 I illiune li;.
 

(ivel, 
 hin t lie iaivil .g lol loan l chmehiiiisi is esseltjailly
ilie sllme iI but pilrograms, it was deciiled to St inly tie Cooperative 

H1i 1! i activa lie Ieaia rrol.o . Social (CII)ES) of the Feilernci n Nacional 

http:liilii.ii
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de Cruzada Social since iAs giaranteea through rolidarity groups 

alni payroll plans provide further information oil the merits and
 

problems of dif ferenit 
 guarantee ineclhali i sms ats well as the appro­

priateness of tile savings and loan system to reach informal sector 

entlerprisea. 

Ill PROJECT IESCR IPT (IN 

The lederari6n Naciona. do Cruzala Soc ial (FNCS) was founded 

31 years ago h; a Catholic Jay group (Laicom) which, after the
 

"Ilogotiuzo" ol April 9, 19418 and the 
assassi atl ion of President
 

aitall (a1 Iopuli;t politicia1). dec i'led that there had 
 to lie imre
 

participaLtion by private ciLtzelnarous)s 
 in tilesocial develop­

ment and welfare of the poor. 

During tile first twenty years Lite program was primarily
 

aa InllI,soc iala welfare organization. 
 ItL ma jor fUncltiolnl were
 

to distrilute food, clothing, and meliciue free of 
charge in the 

poor comnitie; of hligoth. The organjzatiUo was stiffed by 

volunteers. utually flr-om tile upper class. 

Cruzatlda or FCS (as tile ime is abbreviated) ha grown 

land currenlaty hla II regional offiices supervi.ed by a National 

Dlirector in Bogota. 

;iven its growth and broader perceptionu of it's role, 

aboott 8 years ago Cruzada began to realize that tile social wel­

fare components were simply not enough to have aily very far­

reaching impact on tile poor or their lives. Hoch more was needed 

http:supervi.ed
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ti lie way of generu edura:tlin, a l tie nrliii and nora I pgrmd I hg 

of people. 

Crrtzlih 
 evo lved overia the nast 8 iennr:r into a program 
which in based on provid ing nervices to its niny people as poaaj­
bie I'1r4,ini1 very low pricc'i. Ir han witlen away from welfare 

oIlodillfh,ditriii ion of clothen, foodminid medicine. An Crtizadn 
fiillu nit, beclcui of it l i i ted s ize illi ei(ln l(t e. it Ciould
 
II)L reach very many 
 people nihler lta welfare orientation. 'ihoae 
that it did reach did nmot receive ally u tantive nasistance in 

riI-m ofii rmilui~ilizil 
11cig term edct i inia illttural , and ocial 

imnrovtement . Ani a resil t, Cruizahmn decided to !aliift to a more 
dev Iheletal 
orientation tolcing ol many arean of socio-ecolomic 

Thi*ec Intilti-tIcetuil programming approacuh adopted by Cruzada 
iaJcOti;leimtu[ m-ith wh;t are considerei to lie Colombin's most 

iIIllortanit loVu l I ieeh.. 

(:rizif a, lan attemptecd to iudcdren the needs of its clientele 
by m ilitilillig a cmpirehnive ly. development effort on a small scale
 
withil 
 it' phi hinnueical 4iln economic constraints. 

SI-'am r A .ean 
I' _ . ...
...
 

- Echcic aion a) 'oil o l lrnmotion Center was iesigneld 

to provide short ciOllrnen once a week for a month in 

ilrenH 
reluested by Cruzadia' n clients. These conirses 

lorde hlnndc raftna, sewing, a imple business methods, 

asex ediration, and huma rel aations. All couree 
 are
 

i 
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givel altCroizada offices ii an upper middle nlai area 

of downtown Bogotl. Iart Lime teachlers are hired nilodl/or 

Cruizzila VOliiitei l are iIed to give the ooiiZSi-, All 

acliedl iog and i:ire content in 'oordilated iy Lhe 

utaff Social Worker. Tlhis compoeni in a llj11leait pri­

ority for iff (i i taJ	-I'Ntj5 lieb'ie iq ftijiH oll illiprivishig 

l llie llIc ia "collieI i t lieiog ." Tliroglih coil e it ia 

hoped that Iellle'a ilterest in their own well leiig 

will he otitmiilatect and will lead to their isiiig the Her­

vices oftered miore t(I ignt ly,
 

It) Centro de l liimiciulida in 4 scliiil provililug ill­

-it tii
ti hrlnlih t lie tl giiirlade for 400(( low incime 

girl.. 'fle Board of Directora in male ip of FN(S Staff 

with except ion o lie ctlhiioia l'iirecitor who in a Catioil ic 

n11in. 'filesclcool in limiunied in i Crllz7ala building. All 

teachier are pa id ly the Iilatrict (iflligoltu. Each 

atiideit paiysi lni$20ll (iUS $4. 75) per molth. 

c) llogar aterio e lifauil it;iihome andilay cae 

celiLer for ilwei inoiulierai and tlmeir childrei. Curreitly 

there are '1I iilirs adil 80 cliildien. The gioal aiIt 

lilivide a place for inotlivrum to live wiLi their cliildireiti 

wiile alto) eitalhling tliem to work. There art two teacirli 

for t e 80 cliilireull dividel into two age groiomll. Tell 

Clizalha villiteern help with recreationial activities. 

Tie home itself in directed by nuiio 



- Iletilt A hea!th Iprogram begunwsil 1 novera I yea rs ago 

working in Creozaia aul(!u I ds zed co"mnon i ty ien I th centers. 

1llwvelr., dle to the lack of responsle y the poor neigh­

hurhoodq and the uideratilizatiOn of affilinted doctor n 

tlmO, aInd lack (if votllnte'cr doctors. It wail decided to 

ceaitali ze Ihiese m-tivitien t' net lil)is health unit at 

the FN(:S oftice . 

Even ltiog la it in not ia4 conven ntI|ait for alonue 

clilents, the system seems to Ibe working better. The 

mediva:l omit lioviden servicesi Ilngenetal medicine, 

deniitry, aiu lan ii Ima'teriology Inlboratory, The nnit 

is ntailed by aeveral ;aid doctor.s who often have offices 

outslide the center, lint which work in the center part 

tini oilt of a i iie if social reupton ilioiity. 

- ll4im! In conjounction witli SFItVIVIENl)A, a Jesuit 

fonldled aind operated pmi-fabricated honin iag foiundation, 

FNCS, throIgh it iavinnandlill loan coolperative Is pro­

viling accessa to low cost hollanig through a1 "pecial 

savings oal crelit plain. 7 
Additional income for CII)ES 

ki geieliated thirough thisi comlionlelnt hanzaed on I. ) mlannage­

melt ol a revolving fund frim Higerior and 2.) a per­

cent age in hiiiusae mialc.i 

I;.ee nnex 05. 
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- Recreation This in not an ongoing program, but FNCS 

has some experience in this area through periodic short 

term projects.
 

- Ecolnomic Teln years ago a naviVIugi and loan coope:rative, 

not under Crlzalu n lntupices, was started called Cooper­cl 

ntiva de Acc ion Social (CAS). Its ohect ive will; to pro­

vide alcce.s to credit throtigh Havings mobilization to 

people who conhil not qua lty for credit in the normal 

system. Several of Lhl ciir rent FMCS nt aff w-liked with 

that cooperative. Due to internl Ililonophi cal proldleisa 

with regard to the coolperatlive' a responsibilitie:i to 

its members , CAS wats asked to leave FNCS aod FN'S as 

an organ izat ion wiLltdreuw support. A nw coolerativ 
e 

called Cooperativa hu Itict iVa tie i)'e.arrolto Soc ial 

(CIlES) was tit l u 
) 
i uir the auspilcesi of SERVIVIE.NI)A, 

and IN(S nald fhrty inlividualIs. It took a year and 

it hal f to get oflicial aliprov.l by Lhe Stiper intendent 

of Cooperative , it government office, but in March 1977 

CI)ES became ofi ial. 

The Savingad lson ;.tem: Copert i v il t inc t iva e tesarro 1.ho 

Social 

As a result of the above internal philosophical dif­

ferences between FNCS memlbers and the maniagement of CAS (Coolera-

Lira de Acc ion Social), ChIhES was establinhied. 
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lhese dif'ferelceu atiHo be UeCulof CASi's policy to ill-
V st . f Ie IN rIIIIL
ilf Lu ftnds fit olitl iftlejllventilllelttu which 

Were nore:prof iAbifle rte Htu ifhilnnlkfitg h4)11t1 available to Inem­

hler" which did tint pay Woillf litlle-cIt. CAS ofbiectiv'u over the 
yeitllI ihflft(IIIlloe t i'wld ilftreasiig income 111141i lttovfidiiig la.rger' 


loiif'er term i tifl. Theltlcoiteot diff rtsor oif CID}ES (who ifit also 

lh lt ,MiI tireltrIl FNC;) 
mill anothe Fif.S 
board mnemer whot 
[t"
all itifvf;kI to:lt; Inw, lelt ,itiooglly that C:AS Wall too eager 

mike the ftifghentto retfittrl oitl moniey,ni rther tftain pioviding 

nlrv e
i tifit liltt f t thtriii fh Itihro hlini ;tli develofiireitt prograims 

iti vilt iltthill. Thf y felt that tie(- uoct AI ititif phil{oillptittl I 

Im.ue oI CAS i; i. wasi toriginally qutteild hI fIeit eroded bty the 

iilect l ill severlI infliitl ini hivrerst. haIIy el fortH were 

iilatle ti ,t rive at at lniahle reitllil iota if tile ptrolemi, blht after 

a I iue Ihit seemetl iot to lie it viaifle ushitin. 

Ill-it,|ifl
of coiti illltg Li ittlillipt to elil1|ge potlicies 

,)I tite leali {AS itt C wal dec ifed that FN(!; woolil start it 

tiWI ciilifit lit vie.
 

GiVeo the expiel inn- withi
e CAS, it waq idecifed that 
i:CIIEShto 
to le it nittirefto avoid tile ipo.qtuifilit that any 

inoe fipterm ft Os1 eliLatf iit woul IninaiAlte andtif overpower the 

1.i11It Isi h :lctI ofite tieitt oI itani 7.ttoll. 'ITe 'llnfou erstol current 
hlitiid III Ifi-e:toint, therefore.p itlchtile two fiLtiL tti8ls, FNCS 

itillSERfVIVI l1IDA. it ii hoiped that by filvig theste ifrit itutrins 

ats ffdit ! litie-iiiinu, t ie socia]l e-vice orienltion of the organti­

zat will hitaIh tvetiI:ro' 
int ititonll hackin aid ontinuity 
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despite changes of individuals over time.
 

The cooperative began to operate almost initiediately 

with ex-members of CAS in FNCS installations, but not with legal 

saniction. Provisiolq in Colombian cooperative law, however, 

make it possible for cooperatives to operate conditionally with­

out an approved registry from the Stiperi ntendency of Cooperatives. 

Initial operations were difficult because of governmnlt inaction. 

Potential members were wary of joining the cooperative until it 

was l ':,al.ly registered and approved. 

According to FNCS's advisor to CIuES, this ia the govern­

menit's way of discouraging socially oriented cooperatives, es­

pecially those working with poor prople. Potental iamembers womdler 

why the cooperative is not being approved leadinig to a lack of 

confidence in the arability of the coopetative and the safety 

of their savingq. If registration at the Superintendent 

of Cooperative's office is stalled long enough, the cooperative 

could dissolve by the time it is finally approved. 

There is a general feeling at CI)ES that governmenmt is against 

socially cLiented cooperatives perse and that government policy 

is not des igned to assist smail businetises. 

CIDES Goals and Social Emphasis: 

Savings and loan cooperatives are based on mobilizing 

savings, creating a loan fund, and lending btck to clients at 

favorable rates of interest and on easier teoimsl, Often the 

systems make it possible for people who do no- qualify for other 
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c.ld it progrIln., 
to pool thleir resoulrce8 for tl' herlefit of tile 
810oi1p Tile 4:o00Ieri l iVe Is ofte1 tile (nIly innlttitution which inn­
hilize 
 t i.le resurue" hut
low p"uPie which, ill turn, pro-

Vidlsj !Jervice.9 to thll-l. 

(:lES in 
114) xfcep" 'o ihlui lhuL illuhli tion emlpoizenils eioll,.i , Iolltcion 
in olly vilid tlo Ilt! vxtellt that ilivi­
dliJlI; rmain iluW CUlltrail fo,!luj; o( ti,, coojierilt ive. The go l 
fhr cII)I iti fil" inliviiuhi s to improve them

0iflven iersonallly 
i"unl L':ollinil I y. Inlividili l.,tie enornuraged to come to FNc. 

niet' ilugni, nhort ((lrile.l 
 and parti, ip lte illsaviIs,, Cortelutf 
nI guonqI n ivi t ieu demt gned to 

ncr 
"IlrojnoLe' , 

the will 
 el f. 
l* imnplrtao(,,eof tile Slvill floIct iollin, strerfie(| |hy


(11IlI; .Hinn in, d iunnll tll) pl't oflt reaclLh lpu tlliJ
n , it. It seemn 
to lip vi tiw!'lIhi'lIo plh i call y an a1 te.it ofI tie cool 1 mbeher I' 
iarnlt vI. Tll' 'litire folnd;, ti,, of C I),i(provi'ef 1, go)od 

euou'lh.ric ijery(i wle
which will attriict people to fle Hystem whliclh 
ci)l, then, il1 tlli, Ito uised 
to promote i lI other FNCS Octivitjett 

CIDnE helieve.,, il limite( grolwti ill IleI)enr llip to tile
 
eld, of brealkiog eve) ecoilollic,, lly nod Providing hetter tiervices 
to it,, iur; liluier 0o circijnfitinlli-e. will it sacrifice |unllni 

hInipme t to coOpN1.rllive s, ize. The dirctori fire conv incei 
ti1n1t liiwth 
 tinnit take place lldhave jet liIIsop1 to legIlly 

eClhum e it tI) I nnl br(lhtI 
 hl'ou 
ho t (oIi111) ia, ilt tile procens 
mosI1.+t
lie 111enfuire lidinot leviite from the Overriding empilllajis 



on individual moral and HpiriLual dev lopment. 

C II)F!; lejtWe rahj.: 

C[Di,! vtewo one of its finctiota to bring people of dif­

ferent backgrotiihs nnd wayn of life together to fo:;tter tinder­

sitanding 	 alid Comlmlity. 

Coop membernlip currettly ntimhers nearly I,000, and 

cuta acrotin social barriernj tttuttidiitg lower ili mitll ie-c|Iist 

ci ienta. 

It wan calculated by CIi'S Htaff that 10% of tie member­

slthip ws anelf-emplhyed and had tleir own boainessen which they 

attended fill time, or were FUICSvohuoteers naodstaff. 

It the major atorce of pemlern ltip (4 9()1%) is fron tite 

ranks of 	 coplity employeeu who ite , 	 nOt itdepielteitt eotrullreneret 

and who ace goeteralIly lower cIaiH. 

- Formal 	 ector lyee Wen ilES wa filtliied. tile 

direcisorg decided thay relliy did not know mui abolt 

tite market for tite cooperitive'n ervice. A atirvey 

wan donte Lto deterint what t ype i of ieople did tot have 

accesn to t'retdit, what they did for i livinig, itii htw 

to heit 	 reancit them.ti. 

The aiorVey ttltowed th it a ery lrge proport iott Of 

factory workers and other tyl)es ot emlitoyeen iotmlia lly 

had tO /Itcevnt ttI cteiL' . Itt a few casent, ciimliliy itaiving 

planIa protvided t ilentlit for workers to cmtlto credit,get tnliier 

Imtt even nll, the opianity plint did not provide atyi of the 
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hiun illdevel"Pillt 
.
l n ervi tcci Cli,.S feels are essentiat. 
,Si : 
tilere qeelnec to he a large lioential mem­

berslip tihere, 
a lroniot it) lallwa:c lesigiied wthereby
 

Ctl~lilitllien were ((l tIredtelltute aoked if ­they woIII piel 
Illit 
JI s )IUf'I)rnl 
 -tetheir e-o)(Ierntive l oilsl pallyi 


ehIIlo yee I.
 

fly doin g P ronciII)tiolt th(l
Iigl colnllliellh tIle coopera­
ti Vi.tIn ibl to reach largcr iminnleci of ltehiLi c] meni­
ber!, wIith the very sinaI I atafI i)f voliliteers and part
 
tilne 
help. Ioiientially the conc1pany emlloyeenmake up 
the ' grell" thr1li1hi hich pronilion in doie iI tie ib­
5eiiCe O) colnimllllitiLy llrglnl iza t oisi. or (ither grotip i g 

lfne to thin lirmntit teliqle, CII)Eii;
hias a 
large nIeclbernhip (if cornnay workern. As tlhin progrnm 
hiii9evolved 
 friends andrelativen of menibers ilaYe
 
al so becOmte awaie o) tile collra.ve by wold of IIutlh 
or ti, u|ih tile FNCS health init 
or other affl lated
 

nervicei, 
and have joined the coilierative. 

Thi bna ha dl f at iye reprec n tions 
. howsever, 
nl ince factodry wccrkern '(dmembers 
promoted fy word of 
Illillth di IlOt iieces, lyIr.live it) the nncine alecl , 
'fthus CII):: erlinliIhem I r nlcreah over tilieli of metro­
[141litaln IIhll)gl.. This ulkeli it innponlnble for naff 
to III1 fielI wonrk with tie Inemlcern anld Ihiiii made an cen­

.lizatinn
tr of CII)I,/I'c.n fuuictloc.u. at tile offices 

Imperative, wihich is a.c+nIcrnui to the 
DI rector. 

http:collra.ve
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Overwhelmingly, C[I)ES members nare from pourer 

claseet , but by the name token are not dettitute. Ily 

deli gui, CIDES memberti muqt at leaHt be employed rid be 

able nod willing t) nave which inuediaLely iii itsei:lf 

definen Ihm mitember., aq for the reost part heim g liward 

the top of the por iicoimme bracket. 

- -Se l _eo'_rllI:rp- Aboiut I0% of CID KS menmher ii 

owni their own timall biethiese.im whi'h ir fitl I time l­

come generaLing activitit-n. and lhisi is th gioujp this 

_tiiudytried to focmimi on. Clieitts who hiive ioi.ed Clif, lon 

for their lominean mc:tivitiesi slpeci fically are qili­

well organized aiii iimai.l l They ilre ievilll rilnt hes 

higher tham ile ty icml itiformal setictor hu: iiesunm, which 

are chmracterized by er'renely little mecllmization, 

very low prodlitivity, difficulty in btaiiiilm mifficient 

inventorici, iniefficieliet ie of time tlr oiglh frequent 

iad redihmiHdit nact;viLien, n d laick of accesi to fo-rmal 

c red i t. 

The liusineis.mmo vimittmd were rin by fairly arti­

cilate people with imediim leveln of education. fit only
 

oiie canae ci:uld the hsinueH.mle clain ified mim]belongingp
 

to time ililormim1,l smector.
 

Thene emtrelurelmeirm- knoiiw thei r work wel I, iirmal ly 

having wort'cel previmsy t; emp]oyee..s for iteom ie elfe ini 

the of Thin specificallyBamte line Tuimienmn.was time Caine 

with u loickimith (,iodmuctionjfretail liinesnmi) a baiker 

http:hiese.im
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(prorlurtion/retail), 
a tailor (production subcontractor 

for large galret corlpalny) and a small neighborhood 

store owner. 

Tihe smailest entrepreners (a matket lady, a 
seamstres,, and a shoemaker) despiLe a valiant attempt 
on the part of project staff and the interviewer were 
improssille to locate. 11nfortonately, these enterpri.ses 

would have given more inisight into informal economic 

activities and the impact of CIDES productive credit 

at this level. 

liesides tilt! above categories, a number of CIDES members 
had pa rt time Iusinesses at home in add i ion to their factory 
employmnrt to a]sqi t witi family income. 

One seamsratressn worked all (day in a large factory. Given 
her ability it] Sewirr, iie dLecided to open a srrall slo at 
h+ome. With croperartive loansj site was able to obtain a treddle 
sewilg machirne arrrl raw material invenrtories. 

Despite the fact that CIDES estimates a low percentage
of loanis tur iniforrral sector brisilneas activities, given tire ecour­
oruic etti ing il which CIIDES operates ani tire fact tirat micny mem­
bers are comiary niiployPes, it may well be that a surprisingly 
lat e Itirrmlrer of Cli)F:5 loans actually are being ised for part 

t t e [)ir .!islt s act iviti.!!;.
 

This offers, 
 perhaps, another large area of high demand 
which is seldom tapped in lrrodnetive credit project- It may 



be that many CIDES members listed as employees have other income 

generating activities and actually use their loans or part of them, 

(classified as congsrmpl.iojn credit) for part tilmue bosine es, such 

as a weekend furnitore repsair sihop, a corner besidestand a
 

astadimi to roasLt orn or mitat- or 
a Hmall neiglhboroodl foodtore
 

or kiosk selling beer and hasic foodntuffs. 8
 

,'nk zn Lionj 

CIIDES is legally an autonomous savings and loan coioperative 

under the auspices of (rrazada Social. The Director of Cruzada is 

the Manager of CIDES and the CIDES advisor is also ai member of the 

Board of Dlirectors of Cruzadl. Each of these peoiple puts ill half 

time at CIDIES, Some of this time is dedicated to Cruzada 

programs in general, although it is difficult to clearly separate 

the two. 

Tire programs and directions of CIE.S are, according tr 

the director, primarily anddesigned developed by himself, the 

Cruzada advinror to CIIES, ard another lerson oin tire Grizada 

coorl i aign crimlni t ee. 

Thi,s phenomenonr was alao bund iii El Salvador by the Nat ional
 
Director of andtIian
Savinigs Cooleratijea, loan class ifi cation

is riot often accurate. Many "collopLirrn" loans are spl it with
 
part of Lte 
 credit being used for pturchases of raw materials for
 
part tlime husinesfiv., oir storkckirg 
 the small corner gLore, lie

felt that close examinatioun wold reveal a greater productive
 
nature of cooperative lenirting activity.
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le.midenj tie. three "primie moversl" there
time staff are four fill)it (1Dls who work excliis ively in tileoffices
t io " i t/h a recep­a l ier, 11 c re dlit J sJ i.qt a n t , ai 1 C( lliitji i- si t a n . 

alit 
rlue.er,who iso somehis "C'ciul in g resplsi ility 

. 9 

___t ctiv n: ani lCII''S 
 itegrul part of the 
FN('S ilpproa, 1lhto a s ittlli 

, to the poor ill Ilogotar,()e8 but1ot 
 r11yy 11t'Illyof the social services directly.CI1*ES offer.s thies,, previously described services tomLrnhers as i1t of a package nVwilable through it,lffiIl~lt ion W.itlhi FNC. 

Aiyollil
"'ll use INIq 
 vicel nince it is notmemehieslij a
lrgiiiatioo0 

as is CllEs. Chargen to CIT)flgmndliert lll their lamilies ho.wever, are lower or
of charge free 
tlia1to the nlo nffiliated user of services.


li.1teil 
of Paying P's$60 (I$1.45) to the healthl unit, 

oo e rti ve memer pay.. Pl'$40, Similarly people who arei|lt liemller.S Elf C[lI)ES mi~ot pay FiN4('S1$400 (LIS$9. 50)for shiort cirse.9, while CIIS members withi Over 1,s01200
(1lS$28.50) of savings il tilecoop may attend tilecoursesi 
free if Clial-ge,
 

I .liESfllnut iolin are: 

to provide its members w fithia savings mechallism 
'111daccess to credit onieaislier terms than witil
 
the formal 8bankinp ystem. 

9
See annex IsJ and t fur specific staff functions and personnelIrofile.a 

http:1lS$28.50
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2. 	 to encourage personal improvemient through 

short courses nod 	 social atmoisphere at F"NCS. 

3. 	 to facilitate access of its membern to 

other government or private services not 

I
pro vided by lie cloiperative. 10 

Proinot ion: PromtiutoLl of the cooperaLtiv 
, 'or the purpose 

of getting flew miembern is accomp lished in lirge patrt by 

word-of-miut Ii. The 	 coiopera Live dfoes 	 have brochures 

explaining it s prog rams, bitt tihe se are usuall1y given 

to prospective milliemrr after they have come to the
 

office 
 for thp firnt time. Mlre formalized promotion in 

compan ies it aslo dinie by Ianny Garcina, t ie CI:ES ndvisoJr 

who 	 makes perildic Comliail viniitn to) expai n C[I)gS and 

the aivant-iger of tleir system to Cepiiplly imaiigeiiiet. 

Upon 	 managemieli a'alapp roval IFanny then attempts to irmote 

CID)ES with the workers. Witht ti1is type of promition, 

CIDF.S hope) to be able to) attract lit least 30 new mem­

bern per company lit a rate of one 
 ciompanity per molth. 

Iowever, on the average, otly 20 inembersi per month I:ave 

been joining. 

Si mice CIllS must reach 1,500 tiembers to fiecilie 

self sufficient, it is taking several initiatives to
 

bring more meiiibers into tiefcoliopera tive. Through its 

10While Cll)lS provide a facilitator riIle 	 to menibers to, hell) themidentify services which the cooperatlve cantnot siulply, it wihlesto be as autonomousits pissible with ias few links, esplec ially to
goverlineolt an possible. 
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management of a revolving fund for SERVIVIENDA, one 
of
 

its co-rounders, 
not only does (GIDES receive interest
 

income, but also all SERVIVIENDA clients 
(who are very
 

poor) who wish to buy housing through the CIDES/SERVIVIENDA 

revolving fund plan mist become members of ClDES. This 

plan, then, will automatically "promote" about 300 new 

members in 1980. 

Tis plus its company promotion and simply word­
of-mouth promotion will enable CIDES to reach its goals 

for self-sufficiency within a year.
 

MembershipRequiremenL~ts: In order to belong to CIDES members: 

I. Must be 18 years old. 

2. Must not be affiliated with another savings 

and loan cooperative.II
 

3. Must not be an invalid - must be able to work. 

4. Must demonstrate interest in becoming a member. 

5. Must pay an initial Inscription fee of Ps$50 

(US$1.20) and deposit Ps$70 
(US$1.45) in 
a
 

savings contributions account 
and at least
 

Ps$60/month thereafter the accumulation of which 

serves 
as 
the basis for his credit limit later.
 

IT'rhis is in part due to competition, but primarilyhaving to avoid memberstoo many obligations to different sources, thereby diminishingthe risk to CIl)ES in terms of the credit function. 

http:cooperative.II


While Interest and desire are stated to be important
 

parts of the selection process, the most important re­

quisites are to have paid the inscription fees, met the 

age level, and be employed. All Inscriptions are done at
 

the CIDES office with each prospective member individually.
 

Once a person fulfills the above prerequisites 

he then can become a "beginnuing member" (socio de inicla). 

12 
This involves filling out a Tarjetn de Ingreso, a simple
 

data sheet with personal information, the type of business 

or work, the arunt of income and the amount to be con­

tributed monthly to the loan fund (aportaciones). Tie 

receptionist/caghuier f;ils out n control card 1 which in 

used to record savings and contributionis. 

There are two types of accounts that can be opened. 

One is a regular 122 savings account (deposito de termino 

14

fijo) and the other Is a contributions account (aportaciones) 

which does not accrue Interest. 

The member has free access to his savings account 

(deposito de termino fijo) after a fixed time limit, but 

not to his contributions (aportaciones). This is because 

12lee annex I 6 :or sample card. 

'3
 
See annex I 7 for sample sheet. 

14See annex I 8 for sample card. 
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tile CO, perative 
Oildte-g'n1ld tihe contributinJslH accoun tfor

the develolmnt and Rrowtl of its loan fu nd and tills 
Canlot be de pleted throngli wit hd rnwal.q. The loan fund 
constitutes tile fulids available to members for credit
1,urponeq. Thin acco t can only be drawn1 ulion at tile 
time a member decides to leave tile cooperative. 

The amount of a memlbernr contributions to thin 
nccount (portaciooen) eventu.ally determines tile limit
Of that member' credit. Isuall y three timen tile amount
of his contributions. This system makes it Possible for
tile cooperative to necure at 
least 
33Z of 
any loan. 

Tile minimlum contribution per member in Pn$1200 
(US$28) before lie call be eligible for credit. And
 
the growth of thin fund must be constant demoantrating 
a Sustainedipropensity to nave. The person must alo
itave been a member for at lenant two monthsa in order to 
qualify for credit. 

r_dit: Hiut people join Chl)lS5 to get loans on better 
terni compared to anks. tores, distribiutorn and moey
lenders. CIES charges its members the extremely low
interest of 122 per year on tile unpaid balance of tile
loan calculated monthly. There is no doubt an to the 

advantage of thin credit, which in nbsjulzed by all tile 
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cooperative menmbets to those who borrow. 15 

During the first nine months of 1979, 205 loans 

were granted which broke down in tile following manlner: 

o. 116TABLE 

gory Number Tot I Amount Average Amouot/7.oati 

umpt ion 65 $Ps 637,900 ($15,010) $Ps 9,813.85 ($231) 
th 27 5$Ps 161,700 ($ 3,945) 51's 6,211.;! ($146) 

ing 66 $PI404,500 ($33,047) $1s2 ($500)1,280.30 
SERVIVIENDA project)
 

tian 21 $PH 133,000 ($ 3,130) 
 $P. 6,333.31 ($150)
 

ction 
 2b $P. 518,500 ($13,612) SPs22,250.00 ($524) 

As can be seen, overall loan amounts veryare 

011al1. With highly negative real rates of return on 

the loans, CII)ES similnly cannot afford to support a large 

staff and spend a great deal (if time on promotion, su­

pervision, and loan analysis. 

While the average loan to small businesses was 

US$524, some loans were as small as Ps$9,000 (US$212),
 

in one case to a "tarjetaria" a woman who ran a small 

card stand on a seasonal basis - Christmas, Easter, 

and Mother's Day. 17 

15Colombia's inflation rate is approximately 25% per year. 
16 

See annex #19 for CIDES lending history from its formation 
in March 1977 to the present. 

17nFor morn complete descriptions of other businesses assisted 
see annexes #l1 and 2. 

http:SPs22,250.00
http:6,333.31
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CII)ES uses ia very nimplle credit process making 

It ltortlible for people to receive their loans quickly. 

C11)1E taff not loanihoen vinit lecipients Itor theyto 


iho direct verification of loai i e.
 

Thin i ipartty iecauise they du not have the 

staff for thin kind if activity, but alsou teeautie ic 

il not really needed itt CII)ES' ettjimation. The reason 

for latita aialysis iln Itorlally to dimininh rinuk and en­

hantce ptaylack, hut CIDES ha opiit trolem in this regard. 

There have heet titinie late pi1ymelltn, hitlt newer arty te­

faulti. 

Fltrlhernc e, the giuaraittee lmechait itm which
 

C(IDES use no[t only cover a 
 large iart tf nay rink of 

lendIr g, but ltio etable memheli-i aceecits to cred t where 

they woiId tioirmalty he iteligible. 

Gua.,lralntee t'titns: There aire three typeS of guaraliteen
 

used ty CIIt.S inludirg the traditional persoal 
co­

a i gner. Two, however, are parL 
 iulanrly interesting
 

lince they eliminate 
 the tulk of the elements of other 

plaits whic.h normally rely tl tradttional property, fixed 

Incolme, piernoilal co-rignerl for of etc.proof solvency, 

and replece thoqe with ileneitL which ttte members of 

VIDE', can mlat readily provide. 



See annex 00 

1 9See annex #i 
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I. 	 Payroll l)edimctioluis (l.ibranza) for EniplenloR 

de i'lanilla" (layroll Employeen) 

Companen often agree lit lrivi'llitOli of 

credit aervicen areilmuortailt anil nevet( ary YtL. 

the re may he ito plai for emplIiyeeti. CI IES throeagh 

ittl cillpnlly lrolltion thenl trienl tIo imarket tie
 

..payroll dedllct L.itimi 
 plani tI tile coipany nilllgeril. 

If tile cllnllnlliy igrees to tleu H hline it iltilllllles tile 

relil lii ity of gllarallteeillg tile 1liot ll1nd of 

a lmn iilteril g thie inyroi I deduillct i)1,1 f[ro Llhe 

Snala'iC oif clmnylalllieiplliyeell arhlif 	 CIDI)I.S nenl­

hoI 	 lVe llierin llW e lorrlowlle fhoi0 Ih, lllilltnraltiv .! 

Ilill ren'eivilng ai Itiltleilcl fillfthe curreut 

pity 	perid floin CII)ES mh1iwing the eiliyees onni/e 

accllollt iIiilier, nlaviiign, lirillill ilterent aild 

rililil i l llli 11111cee 8 tile conipany iripairei a 

19 
payrulIIorin i lildi gli rnal deductionn required 

by law plhli;iicolumn (09 (if annex III) wh iclhis 

the totalaounllint of ieduc tionq for tihe comipainy 

for liinlile forin. 

for sample form. 

18 
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(in agreement llESwiti t annex #10). Thin column, 

when addedi up for all employee ieenibers of CIDES, 

give" the alilult of tie check which the ceowpany 

should .qund to CID S. 20 

There ill no risk ilivolved to either the 
complany of CI)ES ini this case since the loans 

are covered by 1.) the emphloyees ilcome (pay­

roll) and 2.) severence pay which can be held 

by the companly should all employee quit or be 

f i red. 

About 250 members or 25% are under this plan. 

While soile companies are anxiou to have 

CII)ES provide it" servicen to employeen, there 

nre cases in whic Ithtmang/eri do not want the bother 

of dealing with payroll deductlons. Or tie/ 

may simply lack the time or formal payroll systems 

to be able to implement the payroll plan. In 

these casen, company employees join CIiES an 

would any other person withiout the payroll de­

duct ioIn service. 

2. In ndlition to company employees whclhcom­

prine the bulk of ClDlS membership, approximately 

20 It in interesting to note that through thi pilanloans efficiently collected 
not only are

hut also obligated savingsdeducted and sent are 
to CII)ES automatically. 
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10% 	 run their own businemie.. Those CIIES members 

who are conmpaniy eiiplIoyeen not under the payroll 

deductionu plan nd thlione who alre inlelpelldelt 

bu1lneusiti-n or informal nector ent reprellellrs 

are grouped into the "empleado ilelIto" or "l'oHe 

employee" category. Ilellmers cloneTlese may 

between two gnuarantee forlm tH. 'They are: 

1. 	 A PersoaI (uaralitee whereby con igners 

who can gunalritee qol veocy a.nnlme lin­

bility for the unneciired port ion of 

the loan. (The traditional nynitem). 

and: 

2. 	 The "finnza nolidalria" which in a group 

gtm rantee ystem inder whitch groilmla 

collectively amqume libility for the 

ilollecLuredl port ion of tile imellers'l oInn 

uithout aly traditionally reqluired 

proof of nIolveiw y. 

Filnza Soliuharia (SoLidarity Cuarantee): This 

group gUalltee mechianism in of plrimary interest 

in the report Since itH organizat ion ihte CII)I.S 

context will le uneful in the ,0nalyninof thin 

type of garantee nystem in general. 
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Tilefi'neza 
toii linriausned hy CI)l*S wau de­
signed by Fanny Garcia, Alvaro Perilla of tle 

FNCS Btaff ond two lawyers nine years ag.o. They 

reci gniZed that tlie people Lhey were most inltent 
oil realhi ng throligh the cooperative (CAS at that 
time) were not able to put tp the normal property 

or financial garltecs required and for this 
re ason get out to develop a mec ht iinm appropriate 

to tileneeds of tiletarge clients. 


for the 


t The hieis 

fianza tilidaria in that given ai clear 

lnilerqtailug of tilerot lective nature of the 
groop grintee, peolple will form into groups 

for tliLe mitttint heneiit of the members. The peer 

pressor'e withlin tilegroup -: well as its legal 
titatia will enlntre that any member will p/ayoff 
hiis loan othterwise tilegroup member aire held
 

respons ible collectively for 
 iiiInti relpayment. 

Ftrtherluire, uitil tile delicuent member pllyn.
 

tileothiet 'embers will not bIeeligible for crelit 

fiurther creatiLg pressiure to paiy. Groups may 

lie formed by: 

1. People who know each other from their 

work (possibly in the same factory) 

and who have slecifi callty _joined CIDS 

with the ideat of forming it credit group; 
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2. 	 People who know each other from tile 

snue neighborhood or a group of friends 

f rom disperse neighborhoods; and 

3. 	 Families. 

Tile mebthers of tie gl'oipiq nelIect themselnves 

on Lhe has is of who they feel are Lrliutwortily 

and will ie gootd rinka. 

Tlhn peer presulres will he atonger than iii 

the 	cate where groups are "foimel" by prijet 

staff. Acueording Lt a project staff nember, 

clients recognize 'hie iuplications of the fact 

that they h;ive ivelooi l tle group thlieiiinelveu and 

will Ieh lessa incl ined tot renege on tt l relnponlii­

bility hy hlaminiig project staff for ilternal 

l 
group Iro licln reqil it jog f ront somleoine not pay ing 

Ilia 	deht. 

Crouli a are fc. rmed hy five people. 2 1 
All 

mneiuhern miniat coie to(ilES to signiti legal Joennment 

which is then regiubtered with Lte Colomhian National 

Tax Oiffice.22(Cll)l.., (1eil. with tile tax office 

directly and N riip tiiilihn ,rer required to deail 

olily wi th CII)S.) 

2l )IEShan tried many g rou p nizia. Acco rdiig to Fanlly Ga rcin thin 
in the group size which llats proved easieat to work with. It lin 
sliall tlligh to 	 lie ablle to cont itlte easily yet large enough to 
cover C IDES rInk thiiigh the collective savings of the iieubiers. 

22 
See 	 aillex 012 for samlie. 
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Thin doeullel t a tltlet tihe Ilale.kof tile Membera) 
of the grop, tihe cli tO tilluler whihi :hi the group 
i" legally "111ll tile maximin imiLtof (credit 
availa le to the groupl am 41whole ;n dleterminhied 

by their col Iv!e miOtrihbt ilon to tile Ioail 
fiol- EaCh time ii rnheIiian 1 e! or dro ult 
of the grouipi or re(liuHct a aunge, in1tile limit of 
c redoi t to the gRollp, 1i IIlw IociuIlellt inint ie drawn 
(11) nod r'elpinter . ]Silit 'ostsa re iiieiirred 
illthi. 1)1-op'e
a: which are defrlyed :ollectively 

by tilewhole grrni.­

()1i(eelllh groluls iaiformed, here is i­o 
(liirjoil further contact bhtweeii at the proulu 

memlbera. lhis nen to hie prim arily lecailne tile 
"finlza aoli lariuu" in only perceived iy CIDRS 
114 a gun raltee iechnlia jilul Iot anl a poa ible 
forum throug h wlii li toi Irovde addill serv ices 
of "NCS stch aa huumanrelations, comllinity (level­
o l'imnit, ilm ineas-m ln elleiun Iiitlri tiol,t 11(]
 

healthi Iirolpram. amolg maiy otherB. i thi, 
ClDES and FNCS may le Ioning a iowerfol develop­

ment tool. 
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Application for Credit: 
 All loan applications are 

submitted individually to CIIES regardless of the type 

of guarantee program. The forms used are identical and 

include all pertinent data inclding co-signers.23 

Trie only difference is that when a member of a "fianza 

solidaria" (credit group) applies for credit hit; co­

signer, another member of the same group, instead of 

providing personal solvency, coinits the group to back­

ing the loan as agreed when the group was legally con­

24stituted. 

fn the case of "empleados de planrlla" who are 

on the payroll deductions plan the co-signer is a pre­

viously designated company official who approves the 

amount of credit on the basis of the employee's salary 

and accumulated severance pay as well as his savings 

at CIDES. 

Once applications have been submitted with the 

co-signers signatures, the credit assistant reviews 

the application and makes recommjendations for changes. 

Regarding the amount of the loan if there is a discre­

pancy with the applicants accumulated savings, for 

23 
See annex 013 for sample document. 

24 
It must also be pointed out that blocks 2 and 3 (Firrca Raiz)

and (Garartias) on the reverse side of 
tire application are 
rarely ised. Norially tihe company (payroll deductions plan)
or one member of a "fianza solidaria' simply signs the Fiadur 
or Cosigners block without any details. 

http:co-signers.23
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example, tie necessary changes will he made. Tite credit 

assistant then aunrb;Its the application to tihe Credit 

Committee for final approval. Depending on the amount, 

louns are u.naIly made for one year witih monthly I)a,,,­

mien t l. 

The Credit Committee, wlhich is composed of co­

operative memhersq meets once 1 week to review and all­

prove or reject loains on tine basis or tile financial 

condition of tihe cooperative. 

After Credit Committee approval, the applicant 

alone is asked to sign a paginr (loan withcontract) 

CIIES wiich states the amount, intereqt rate and other 

terms of tine loan ani constitutes a legal ob igation 

for tihe apl Iicant anid hita 2 5giuarantorn. This document 

in registered witn the Colombian National 'Fax office, 

Collecti oin: i.oans are normally paid oce a monti de­

pending on the size zind purpoose of tine loan. Payments 

are manie iiy tine memibers at CIDES. CIIES does not have 

field coliectors since they believe that the members 

must aj.iuune tine responsibliity to take tine time and ef­
fort to live up to their obligations as part of the pro­

cess of developing individual character. 

See annnex 14 fnor sample doncument. 
25 
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At the cooperative the receptionint/casijer 

fills in a credit control card 2 6 
record pay­to loan 

ment and gives tie member a receipt. 
2

7 

This system of collection necessitates periodic 

trips to CIDIS by member a posaibly inducing them to 

take advantage of cour;es and heaIlth servicest offered. 

Late paymenlts have not beeni a problem reprenltinug 

2only about 5% of tihe number of Ioanti outatanding. 8 

Moat membersj are punctual in the ir paynlents. Since 

interest is calcutlated oii the basis of unpaidthe bal­

aice. there is all important incelt ive for people to 

cancel their loana as quickly ts possible. 

CIDIEs appoarn to tlke the attitude that late 

payment canes sahiold be treated leniently, nince there 

may be very good reanona for delinqlency. In these 

cane the credit assititant contacts the melber to find 

out tie rausies of Idia latenen, at which time these 

reasons are related to the Credit Committee which makes 

a decision on whether or not to approve an extenl ion. 

26See annex 015 for sample card. 

27See annex #16 for samfple. 

28 
I do not know what percentage of the portfolio this figure 
rep refent a. 
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Wihere extensions 
are not 
warranted, after a week 
a penalty of 12% of the missed payment Is charged. 

To date there have been no unrecoverable loans,
but in such a case provisions 
are that 
the case would
 
be turned over for legal processing and specific col­
lection procedures would begin. Also a fine of 
102 of 
the intitial loan balance would be charged.
 

lIIalm, CIDES Is indeed providing 
a credit ser­
vice to people who would othLise have difficulty
 
qualifying. 
The cooperative 'a also in 
a very en­
viable position in that 
is has largely covered its
 
risk in the design of its credit plans through very 

simple procedures. 

In the first place a third of any loan it makes
is ilitomatically secured by tileregulation that only
 
three times t"e amount of savinpa be granted to any

individual loan applicat. And second, dpending 
on the
 
guarpntee format the total unsecured portion of tile 
loan is covered I.) by payroll deductions 
or, by ex­
tension, severence 
pay if 
the person leaves work;
 

by a cosigner,
2.) 
or 3.) by the collective savings


of the group 
in the case of the "fianza solidaria. 29 
The cooperative collects members' nney into 

a savings pool, restricts the nmtiber of people who can 

See annex 0i for control record of loan from "fianza solidaria." 
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use 
the pool by minimum savings requirements as a pre­

requisite to receiving credit, and iends back to 
the
 

owners 	of the money (the borrowers) at an advantageous 

rate of interest compared to banks, stores, suppliers,
 

or money lenders. It furthermore invests other fixed
 

time deposits of the members in high yield accounts 

gaining an interest differential, which can be used to 

increase loan or guarantee funds depending on the type 

of account invested in. The major trial for the co­

operative is to continue to not only increase member­

ship and the loan fund, but also to continue to pro­

vide the social services essential to maintaining CIUES' 

philosophical outlook.
 

Funding: CIDES' income is from interest generated by
 

loans to 
the members, interest from loans to large
 

corporations and deposits in banks. Recently CLUES
 

has agreed to collaborate in SERVIVIENDA's effort to
 

increase the sales of 
low cost homes in poor neigh­

borhoods. CIUES receives income for their referral
 

services, management of narevolving fund for SERVIVIENDA,
 

and as 	a commission for houses sold. 

Net income through all these sources reached 

Ps$358,000 (IIS$8,420) from January to September 1979. 

Expenditures for salaries, fringe benefits, payroll 

deductions for social welfare tax. maintenance, uitili­

ties, training courses, transportation, etc. totaled 

$348,400. 
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This apparent surplus income was quickly dis­
"ipated- blowever, since part of net income Waa initerest 
from ai bank to Cl)ES. This money by law lhnd to be put 
into a reserve fund to cover coop andlosses as such 

was not auailable to CIDES. So income at the disposuai 
of the Coop was 1's$26,000 leas (corresponding to that 
type of interest income) or P.i5332,000 (US$7,810). 

Even though baulancing tie budget was a major 
reason for CI)ES linkiig UP with SFEVIVIENI)A on the 
housinlg progran, there is still a deficit. 

ClI)ES received dluring tie first nine moiths
 
of 1979 lPa$146,O00 ([S$J,435) from Ithe SERVIVIENDA 
project whicl also requires housing Clients to 
be­
conie cooperative memb)ers. Without thin sum, 41% of 
CIUES income through September, their financial aituation 

woul have been disastroi.q.
 

In addition 
to SIERVIVILfNI)A collahoration, I'ACT 
(Private Agenucies Co luborat iiig Together) a consort iunm 
of private, non-gOVerlnLie 

|l. nol-profit development 
organizatiois irovided a grant of Pu$5O0,0 

00 (US$12,00o) 
over three years to help pay alaries, fringe benefits, 
aid other miscellaneous costs in the field of audio­
visual aids, transportation, aidi the like. From March 
1918 through May 1919 PACT had subsidized CIDES salaries 

and henefits by Ps$392,000 (US$9,224) or 78% of the 

total subsidy.
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During the last 
two years, CIDES has gradually
 

absorbed more responsibility for its payroll and 
now 

is paying the full salary of the four permanent full 

time CIDES employees and the SERVIVIENDA project so­

cial worker. PACT still subsidizes the director's and 

assessor's salaries.
 

CIDES management recognized that they must break­

even by the end of 1980 when the PACT subsidy stops
 

and they are making strIdes toward that end. The
 

director is confident that they can attract 30 new
 

members per month for the 
next year which would give 

CIDES sufficient membership and sufficient loan and 

term deposit funds to break even. 

Project Impact of CIDES on Members:
 

Economic: general
 

I. 	 Lowers the cost of credit to members by:
 

a) replacing higher cost "street loans"
 

or sunplier credit. 

b) providing loans at interest with negative
 

rates of return (internal cross-subsi­

dization of interest by cooperative
 

members) below other commercial and in­

formal sources.
 

c) calculating interest monthly on the 
un­

paid balance.
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2. Mobilize$ savings of 
the members:
 

a) requires people to 
save on 
a pre-de­

termined schedule small fixed minimum 

amounts. 
Credit is then granted in
 

multiples of 
their savings levels.
 

Economic: 
 entrepreneurial: 
 In addition to 
the above:
 

1. Loans for productive purposes allow entre­

preneurs to 
increase their productivity by
 

enabling them to 
stock sufficient inventories
 

of raw materials to:
 

a) increase tie 
length of production 
runs.
 

b) reduce frequent redundant business ac­

tivities necesitated by lack of cash.
 
2. 
 Credit helps reduce the costs of production
 

th ough making it possible to obtain quan­

tity discounts.
 

Social: Through FNCS, CIDES:
 

I. L.owers the cost of health care 
to members.
 

2. Increases members' 
 skills through very
 

basic skills training at very low cost.
 

3. 
 Builds a sense of community and a deeper
 

understanding of the members' uocio-econ­

omic problems through various training 

activities.
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IV. PROJECT ASSESSMENT
 

There is no doubt that the lay Catholics (Laicos) who 

run FUCS and CIDES are highly comnitted to addressing social 

needs as they see them. Both volunteers and staff are highly 

motivated and are drawn from a unique body of talent - usually 

middle and upper class professionals - who have made a very
 

special personal conmitment to improving the economic 
 and social 

lot of poor people thirough the FNCS/CIDES program. This assures 

close philosophical compatibility and at leant a minimum level 

of social commitment on the part of the people involved. 

Relations between CII)ES staff and cooperative members
 

are cordial. More important there seems 
 to be a genuine in­

terest on 
the part of staff in the members. This could be the
 

case because:
 

I. all personnel at FNCS/CIIDES are also members of 

the cooperative and are 
personally interested in its 

f inctboni ing and, 

2.) there is aften a strong similarity between the
 

backgrounds of 
the staff and newer CIDES members pos­

sibly fostering a sense of identity and empathy. 

CIDES and 
FNCS ajre not providing training and social
 

services in a vacurm. 
 The Colombian Family Welfare and Social
 

Security Institutes both offer free health and 
social services.
 

The National Vocational Training Institute provides excellent
 

skills training opportunities. 
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Even -;o, the difficulty of obtainling these public
vices ser­

is tremendous. Long lilies, hurs of waiting aild impersonal 
nature typify public h'ealtIh clinics. 

CIDES and FNCS fill a sajIl part of 
the void between 
tie limited supply of public services relative to demand for them 
with the fundamental difference that FNCS and CIDES are capable.
because of their size and orientation, to personalize to a large
extent their servicesall and continually monitor the needs and 
desires of members. This is a great advantage to being small. 
B.t CI)ES wi.ll have to be innovative'adapting 

its present design
if it wishes to have any significantly large socio-eceoomic 

impact in 8iogotA.
 

At CIDES the 
routine work is done diligently. The 
accounting casks are well defined and tile work flow is smooth. 

The atmosphere is relaxed. There appears to be a great
deal of mutual respect between employees. There is an obvious 
respect 
for the hierarchy, but not in tile sense of "bosses" and 
"Subservieots." To a large degree the respect shown, for ex­
ample. to tie director sid advisor haq its roots in the kind 
of Peo:ble they are ratler tla" tile position they hold.
 

Future 
 I'lells 

CIDES will continue 
to solidify its 
economic base in

Bogtui during tilenext year as 
its subsidies wind down. This 
will mean increasing membership by 500 which the director says
will not be a problem since the housing program (SERVlVILNDA) 
alone will provide at 
least 320 new members. 
 In addition
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tite "company" vrootion, whirih thp oliretror feels is fairlv
 

easy, will 
provide at len-it 20 membern per smnceanufl promotino. 

If i ie companies aire ptromited in ailddit ion to th hoti ing program 

then CIDES will reach its gn, . When Lite llibo'. branih rearihes
 

4,000 members, it wohili p-l1ahly orpen another hrnch in the
 

inothern part of the city. 
 The director is certain that the ro­

operatlve 
coul administ er 10,000 members, if tile objectives
 

were etrictly economic.
 

lie reiterated 
 howtever, that while growth in neceonary,
 

CI)ES will nlways measire it in termn 
 of both tile economics nnt
 

pertinonal ervicea ft.r members. 
CII)ES members are prod that they 

are not strict ly ntmern oil In ac(otlint or loan bainnce. 

CllES in very Waly of the possibility of depersonalizntion 

of tite coopert ive thrntit ttilimited growth. They will not per­

mit tite cooperative to bectme a financial "octtipn" antd lIoe 

sight of its predominantly fnocial oljective. 

For this reason, tite by-nun of CIDES were written to 

allow CII)ES to net til many branche throughout Colombia, nlder 

CII)ES'name. Each coolerative wtuld maintain Hizea which was large 

enoigh to Ibeviable ecotnoaically, yet niaill enougi to continue 

to give tie kind of perstonal eiervicen to ita members it feeos 

are imperat ive. 

CIUES igogita wotlt maintain cent ral ized ctntrol of the 

directions, growth, and philonoplh of eanh branch cooperative. 

CIDES logntS also nees itolf pIoviding other nttpi1ort nervicen 

v 



-141­

to tilt!branches i) Icciunltilg, and human development courses. 

There are fourteen branches of the FNCS throughout 
Columbia, eight of which could set up CIDES branches. To do 
this CIDES Bogoti would have 
to 
rely on continued subsidies
 

on the Ahizt run to fortify its accounting and other back-up
 
services. They are very clear, however, in their refusal to 
receive government funding. They insist ol independence and 

will not risk government interference.
 

Currently the second CIDES Cooperative, still in em­
ryonic form, is being formied in the city of Hanizales. 
 It
 

will be 
a long time, however, until 
it becomes functional since
 
it must first get a membership base and sufficient savings ac-

Cumulated for the loan fund to become operational. 

CIDES' director recognizes that the impact of the co­
operative is limited by the absense of sufficient staff to do 
field work. liebelieves that CIDES should have much more direct 
contact with inembers oiltheir own "turf." But the problem is 
not lack of recognition or desire rather that the costs ro the 
cooperative would be prohibitive on 
n one-to-one basis. 

li this context, final discussion with the director 
dealt with the possibility of CIDES 
increasing its impact in
 
the inavediate future by taking advantage of the grouping mech­
anism of the "fianza solidaria" which already exists. Instead
 
of using tihegroups strictly as guarantees they could be used
 
in ammynumber of ways to 
provide skills training, social
 



conciousnean, management assistance, and so forth. 

Project Replicability 

FNCS is running a socially oriented program which has 

recognized the economic needs of the beneficiaries. CIDES was
 

formed out of the pragmatic recognit within the social con­.on 

text 
that savings mobilization and credit were 
two irgredients
 

desperately needed by workeru and their families. 
These options
 

were not accessible to 
the great number of people in need, thus
 

CIDES came into being.
 

The cooperative is predicated on a savings and loan for­

mat and in this context the project is replicable. But CIDES,
 

being part of a broader context 
within FNCS utilizes training and
 

health services which 
are not directly related to 
the cooperative. 

CIDES does not pay for the extra services - either FNCS or the
 

individual participants do - but 
the services are offered as
 

part of a CIDES package.
 

This kind of package would be difficult to replicate
 

in other savings and loan cooperatives unless they were also 

linked to another organization which could help defray the costs 

of the so,.ial programming. 

A major reason why FNCS can implement its social pro­

gramming i's that It utilizes a large amount of volunteer assia­

tance in program management and support. Volunteeriam can be 

replicated, but it is such an 
unsure part of the project design
 

that to 
design volunteer management and support into a project
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would be risky. 
 In general, for the purposes of 
project design, 
the use of volunteers should be contemplated but not assumed. 

Furthermore. since the moving 
forces behind the program 
are conlitted "o social progrsn 
 as members of a Catholic lay

organization (laicos), they exude a social attitude and dedication 
to these goals, upon which FNCS and CIDES are predicated, which 
is not 
generally replicable unless similar organizations 
are
 
identified as the Implementing agencies. Thesp qualities should
 
ildotbtedly be strongly supported, stimulated and encouraged 

by program design and the project managers. This !n surely an 
extremely valuable component 

butof any program, replicable 
programs should be designed around the mcst common programatic 
derominators and not those which are least assured, such as re­
lying on volunteer staffing levels 
to cut personnel Costs.
 

1.essons Learned: 

1. Credit 

Credit attracts people to other services of
 

FNCS.
 

Credit saves people time through reduced frequency 
of redundant activities. 
 (See annex 
I for short
 

discussion of supplier credit.)
 

Consumer loans for app! lances are most often 

subject to late payments. 
Ilousing loans are 
the best since rents usually 
convert to 
house payments and people know their
 
investment is appreciating. 
They will never
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put 
that into jeopardy by defaulting.
 

2. Promotion:
 

Promotion through companies is an interesting
 

and successful way to recruit credit union mem­

bers. 
 In lieu of other community organizations 

or grouping mechanisms, this form of "group 

promotion" has the potential not only to reach 

the consumer market, but also many company em­

ployees who may have part-time businesses in
 

order 	to make ends meet.
 

From a coat standpoint, it is efficient
an 

system of promoting potential cooperative miembers 

despite their disperse geographical lococion. 

The system is based on initial demand st,.dies 

for CIDES' services. 

3. 	Social Services and Loan Supervision:
 

The disperse geographical location of members
 

makes 
field work of any kind impossible for the
 

cooperative. 
From personal experience, the time
 

and cost of such visits is absolutely prohibitive.
 

Some use of the "fianza solidaria" grouping
 

mechanism stipulating thqt members of a particular
 

group must live within a given area (two or three
 

contiguous neighborhoods, for instance) would 

encourage more 
intra-Iroup relationships and make
 

possible more CIDES/FNCS field work with more 
clients.
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Host of the kinds of social services which FNCS
 

provides could easily be done in the neighborhoods 

enabling FNCS to reach more of its curre-ac members 

directly as well as promote more members.
 

If social servicns were provided through groups,
 

it may also be possible 
to do at least minimum
 

loan supervision at the 
same time with several
 

m-,ji ers with no appreciable increase in costs. 

Because of overhead and person. :I costs, Lealth
 

services should be provided at a central 
location. 

Good promotion of the services possibly through
 

neighborhood meetings bnsece the "ianza 

solidaria" would stimulate in.'ri:ased usage of the
 

services.
 

Logistically it is very difficult 
for CIDES to
 

maintain contact uiith members, except through
 

the mail. Given 
its' promotion techniques pri­

marily through uord-of-mouth and companies, mem­

berhsip will be disperse. 
To deal with this problem
 

as it &ffects 
social and credit services one sug­

gestion would be 
to stimulate sectional associations
 

of members throughout Bogot5 which would organize 

themselves into service groups again based possibly 

on the "finnza solidaria." They could draw on 

CIDES persannel to come to the meetings to provide 

short courses, skills training and credit supervision 
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requested. 
This kind of system could be promoted 

by using "Laco" or FNCS members at the community
 

level.
 

A small cooperative such as CIDES will have 

problems defraying the costs of essential health
 

services given by the cooperative. In order to
 

avoid excessive subsidies FNCS/CIDES have pursued
 

the following course of action:
 

1. 	 FNCS installs essential equipment and small
 

tools and supplies netded by the service.
 

2. 	 Doctors, dentists. nurses, and lab technicians
 

are hired as private contractors who provide
 

contractually arranged services at very 
reason­

able pre-established prices to members.
 

3. 	The proceeds of the visits are split between
 

the contractors and FNCS.
 

4. 	 The sponsoring organization offers the services
 

to their members providing the base clientele
 

for the medical staff's business.
 

5. 	 Further dlientele are offered health services 

through inter-organizatioial agreements with
 

other small groups which, alone, cannot make
 

the services available.
 

6. 	 Services 
are also open to the public at lower
 

prices than normal commercial rates but obout
 

double those of members.
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This system: 1.) gives good business to young medical
 
professionals who are establishing themselves, 2) pro­
vides low cost services to FNCS/CIDES wembers, and 3.)
 
does this under contractual arrangement which avoids
 
high subsidization of the project. Tilesubsidy to 
the
 
profcssionals is in the 
interest payments on any large

equipment which needed to be bought 
- especially the
 
dental chair and X-Ray machine.
 

4. 	Guarantees.
 

Arrangements with employees 
to make payroll
 

deductions from members'paychecks 
pruvides a very
 
safe guarantee. 
 Severance pay as well as 
in­
dividual sanvings may be used as back up collateral.
 

The "flnnza solidarla" group meclanism as orgahiized and 
used in CIDES points up several facts. 

Groups should be self-forming in order to maximize 
the sense of reaponuibility 
among 	the peers. The
 
CIDES advisgr pointed out that when staff "forms" 
the groups, tiler*sk of default Increases. This
 
is because there Is not a strong 
sense of respon­
sibility in the group for its own forr~ition and 
its own decisions on 
the reliability of 
the members.
 
Thus it is easier for group members to blame project
 
staff for poor decisio
 

ns on who is 
or is not a
 
reliable candidate for Inclusion in 
a "fianza
 

so idaria,"
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Further peer commitLment for tileloan and intrest 

in tile credit process could be fostered by more 

involvement of all the members in the applicat ion 

and approval process. Currently, only one group 

member in addition to the applicant need know of 

the loan applied for. No one else bas chancea 

to question the size or purpose of 
the credit. 

In order to encourage fuller use of the "fianza 

solidaria" tool, It wo4uld be useful to require 

all group wemubers to be prenent for the final 

approval of the loans or if this is cumbersome
 

possibly a signature from each 
member would suffice. 

Currently it is perfectly conceivable that three 

of the five members know nothing of the loan they 

are "guaranteeing.' 

tinder Likecurrent system titers is no attempt 

to use the "fianza solidaria" for expanded social 

purposes. This would provide a good opportunity
 

to bring people together for any number of purposes.
 

5. Collection:
 

-- CIDES boasts 100% payback with no supervision, 

technical, managerial assistance, or collection 

mechanisms. Three loans are late in paying back 

out of over 250 l,ans outstanding.' 

-- Interest calculated monthly on the unpaid balance 

encourages people to be punctual, if not even 

alead of schedule on their payments. 
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6. Financir.g:
 

"-
 Negative real 
interest charged plus interest pay­
mfllts on the unpaid balance calculated on a monthly 
basis are very advantageous credit terms for the 
members 
- especially those who are w6ll established. 
Biltthis will eventually require that 
the cooperative
 
seek outside sources of income through management 
of another organization's 
revolving fund or interest
 
earniag income from high yield investments.
 
Without 
outside 
sources of inco: ., small savings and 
lonn cooperatives with an nim to working at 
the very
 
bottom of the socio-economic 
scale will have 
to
 
be extremely conscious of costs. 
 Since providing
 
small doses of credit for poor people is substantially
 
more expensive thrn making larger loans to the middle 
class, savings and loan cooperatives which have started
 
very poor tend to allow their membership to drift 

Socially upward. The tipper echelons of the lower 
class and the middle class have greater propensities 
to save and loan funds can grow more 
rapidly. 
Large
 
loans can be made to wealthier people at 
given rates
 
of Overhead thus redticing marginal costs. This 
phenomenon has been 
seen at CIDES 
to some degree
 
and in other credit unions in Peru, Ecuador and El
 

Salvador.
 



7. Finally, and perhaps particularly relevant to organi­

cations with strong social motivations, it is important
 

to assure the continuity of goals and objectives by
 

creating impersonal institutional ties wLLh ocher similar
 

organizations through their inclusion (as organizations 
-


not Individuals who happen to work In these organizations)
 

on the board of directors' Undoubtedly organizations re­

flect the personalitien and objectives of the people
 

running them. Hopefully these will be consistent with
 

the purposes and motivations of the organizations them­

selves.
 

The lesson from CIDES is that it is good to create
 

institutional checks on individuals which do not cramp
 

their creativity, but which do ensure Lslat fundamental 

changes in the goals, objectives and methods of organizations 

are done knowingly with balanced perspective from outside. 

Otherw se, the fundamental nature of organizations can 

purposefully or Inadvertancly be changed by a patticular 

individual or group's whim. 
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Annex 01 
Case Study
 

Neighborhood Store
 

Dol Campo Ardilo. with two 
other members of his familybought a row house eleven years ago In a low rC'st hi hly sub­
sidized huu;]lng project 
in south iRogotS. Upon leaving 
a salaried
 
Positionl as administrator of a flngotS pnwn shop, 
he decided in
tiarch 1978 to start a small grocery store 
in his home to serve 
neighborhood needs, 
 liesells 
a wide variety of products such as
vegetahes 
potatoes, yuca grainj 
(rice, beans), eggs, 
soap, paper
 
prodticts, candy and liquors.
 

The holisehold is made up of Campo's mother, sister,

brother-ini-law, 
and two small Ohildren, 
 Both the sister and

brother-io-Ianu are factory employees, one child studies in pri­mary school, the other child is taken care of at home by Campo's
mother who alternately does the housework and Aiind.s the store 
when Campn is on allerrand.
 

The business 
 is Campos and as such tileincomes from
the st(re and his relatives are kept separate. Instead of pay­
ing "rent" for the store space, Campo helps support tilehouse­
hold by providing some foods such as tomatoes, potatoes, and 
Vther vegetables as well as an equal share of C"e mortgage
(reflecting 
no rent 
for fhe store) and utllltic.. 
 The sister
 
and hrother-in-law buy eggs, bread, rice and beans (high cost
items) from Campo who 
is apparently careful 
not to decapitalize
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his business through home comsmption of inventories and woLking 

capital. 

lie began the business with I's$20,O00 (1US$470) borrowed 

from a "friend" at 51 interest per ionth and some sinall accumu­

lated savings. Since Campo and Ilia family jointly own tie place 

of business, he had no additiopal expenses, such as rent, beyond 

and equal sharu of mortgage paymeits. Time loan, then, was used 

entirely for initial Inventory. 

Campo decided to start Ihis store because i.) he owned 

the locale and 2.) because of the high turnover of basic food­

stuffs and household consumer products. Even if tile business 

proved not to be profitable, he would not lose anything rertaon 

or improvements to the locale and liecould recoup at least the 

full coat of inventory with relative ease. Ilia loss at worse 

would be several months interest payment on the "street loan" 

and foregone income from Ilia previous job. So the risk to Campo 

was relatively small and tile barriers to entry were minimal. 

As it turned out the business was a success. The major 

concern at the outset was to be able to supply the store with 

sufficient inventories. The P$20.000 and initial capital partly 

took care of tileproblem. IButmore was needed to increase in­

ventories and ease the perenial cash flow problem .f young small 

businesses. Since ie owned the place of business. Canmpo was 

inmediately able to get supplier credit from distributors for 

those nun-perishable products with lower turnover such as paper 
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products and soaps. 
 These suppliers deliver orders directly to
 
the store, the charge being Included In their list prices, which 
are slightly higher than In other outlets. Cash Payments were made
 
for soft drinks, milk, eggs, beer. vesetables, beans, cheese,
 

and sausages.
 

rampo estimates 
 that fiespends 5Z of Ps$500 (US$12) more on
thlePs$10.O00 (US$235) worth of supplies he purchases monthly from thedistributorlthan by shopping around in the central markets or

other stores 
 isicenter city where list prices may be lower, But
 
lie believes 
 that between the time he would have to spend away from 
the store doing errands, transportation 
costs, and meals in 
town,

lie wothlj easily spend Ps$500. It was well worth it to him to pay

's$S50O 
 to the distributor in return for his services and not have 
to 
leave the store and cope with the problems of deliveries and
 
credit. 
 The additional Ps$500 over list prices which 
Campo pays

onlcredit 
is interest. However, at 52 the cost of this credit
 
is equal to 
or even higher thae,. _ t street loans. 

When asked about the POssiAlity of quantity discounts

Cnmpo's reply was unexpected. lie recognized that in large quan­
tities commodity prices normally fall. 
 But in 
some cases, such
 
as for rice. sugar, and beans to get quantity discounts one also 
lis 
to buy In bulk. Given the choice he prefers to buy these 

I'ayments are made on the whole balance by 30 day post-dated check. 

('7 
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commodities at higher prices. Ilis point was that packaging in­

dividual portions at 
the 	store was a time consuming pain in the
 

neck and purchasing packaging materials was a cost to be taken 

into consideration when assessing the benefits of quantity pur­

chases. On the other hand, there are some products, such as 

soup rice, which only come in bulk and must be packaged at the 

store.
 

Furthermore, government price and standards inspectors 

frequently check store pricing and weights. 2 Histakes can spell 

serious problems such as the revocation o licenses. Store own­

ers are not liable for pre-packaged products if weights are not
 

accurate, although any problems ultimately find their way back 

to the individual stores 
in the form of negative consumer reaction
 

if such problems are detected no matter who is to blame.
 

Last, Campo did not buy some (expensive) items such as 

beans in large quantities despite the discounts, since turnover 

2
Other governmenLt regulations which Campo Ardila had to comply with: 

1. 	 Pay yearly industry and comnerce tax of Ps800 (US$19) to 
Chamber of Cominerce for license. 

2. 	 Heet minimum fire standards. 
3. 	 Heel minimum health standards. 
4. 	 Pay trash collection fee: (Trash collection is a big prob­

lem for small businersses, especially neighborhood stores 
which produce a large amount of trash which if uncollected 
becomes a big problem between the store owner and the 
ne i ghbo rhood. 



was only meiium an lie wae wary of tying too much capital up in 

ulow moving inventory. 

Campo wan not n CIDES member at the time be began his 
Ibninena. Ilia .q1iter* through tier company, had joined and with 
four company colleagiues had formed n "fianzn aolidarin." Campo 

learned of CII)ES through tier aod joined.
 

tie intergrnted 
with a "finnz aolidnria" and took out 

Ilia firat loan from CIDES for Pa$ 20,000 (US$'.0). Upon 
hl ly paying tii lon fie immediatiy took out a second for 

In$10,000 (1h'$106). Ioth uoannwere uned for increasing 

inveilmria9 of fant moving itemq.
 

Campo 
 ia now contemplating taking out a third loan which 
lie will uie for locreasning ntocks of slower moving products such 

ni. cookies1, canned gond, and liquor. 

lnpnnt of Credit 

lefore hia first CI)ES loan, Campo'n groas sales were 
tietweeie Pta$60.,O (11S$1,412) and $flO,o00 (US 1,802) per month. 

le now grn1iqfej aalen of Pa'i120,()) (US5$2,82/4 
)/month. Illi profit 

rite lin5 renainel at ailproximately 20% onf ualen.
 

Credit hana enabled Campo to 
 increase ius inventories 

nd ualea. Furthermore, it han mode It poqaqible for him to 

pay canh for inveuLorlen tua avoiding the higher Interest charges 
of supili r credit relativee to the very low cost interest 

(l2/mioh on the unpaid haliilce) which CIDES charges. 
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Annex 2 Case Study 

Garmeut Factory: COSO.IFIAN
 

Carmeaza Olurte was a oclhool teacher who decided 
that slie 

could not afford to continue iu her profession. Timole6in Trujillo. 

her neighbor, had a sumall tailiring shop witl two niiwing imachines 

for home 	 use. lbs$Iilean was metijocre.
 

Carmeiiza aid limole6n 
 isc jdied to pool the i r resources,
 

and beg in a more industr ialized garmllet factory. Tmn )ile6n up­

plied "knowhow," equipment, and work talllen. 
 Ca&menza supl.Ii ed
 

PsS5O,O00 (11551,176) capital. Tie busjinesa opened in a rented
 

locat ion. 

Carmcoza 	 isn a C I DES member amid through I me cooperat ive
 

received a P's$28,000(IuS$659) loan. With 
 Pu$22.001 (IIS$ 5111) 

of her oun navingq she fulfilled her obligration. 

The first step for the iew comjpany was to buy two high
 

speed industrial sewing niach 
ae~s. The cost of the r,chimes was 

l's$80,00(US$ 1,882); Ps$40,O00 (IJS$941) was required as a downm 

payment. Carmenz'a capital was used in large part for this 

purpohe. 

The business lunctions on a "piece work" cotLract with 

oute wholesale garment maiufacturer to produce dresses. Thia 

large firm consumes COShOJEAN' a eat ire product ion and suppl ies 

all raw materials which are pre-cut. COSIlOJEAN simply sews 

the pieces together. 
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With the four .ewing mrchines (two old domestic and two 
new industrial models), .3 reamtressps and Timole~n as supervisor 
COSI4O.IEAN prrojurp a m-aximum of 450 dresqes every 20 days.I They 
receive p.s$50 (ISS I.11) for "ach dream Rlving, them gross revenie 

of Pn$22,500 (US$529) per moth. 

Fach worker receives a salary of P's$3,500 (US$82) plus

Ps$280 (US$6.60) apiece for transportatlio. Thin leaves Ps$11,16 

0 
(US$263) 
to make payments on 
debt, pay rent 
and pay both Car­

menza and Timole6n. White they were hesitant to give figures,
 
they specifically said 
that the business is Just paying Its ex­
pensen 
 and a little salary to Cnrmenzs and Timole6n. 

With the equipment and personnel they have, COSHOIFAN
 
is currently producing at 
maximum capacity. Timole6n believes
 
that there would 
 be no marketing p, bilems with increased pro­
duction since apparently the wholesaler will be able to consume
 
any increases 
by COSHOJEAN in the near future. Thus the major 
constraint in Timole6n's belief Is the lack of production capacity. 

Timoleon believes that with more Induntrial sewing 
machines and more highly skilled operators the company could 

While I am not positive, it appears
(lay work week, 

that COSMO.1FAr works a five
thus 20 (work) days 
 is what is meant here, i.e.,
they produced 450 dresses a month. 

"4
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greatly increase production, prod-ctivity and income. Ct)5HO.IF:AN 

would like to become more independent and not rely exclusively 

on one market. To do this they will need to buy a cutting 

macLine and they are aimply not in a financial posit ion to do 

so yet.
 

While CaLl-enza is learning the profession, her contri­

bution has been capital. She plans to take over responsibility
 

for administration mid sales.
 

Carninza is a member o 
 a "fianza solidaria," the group
 

guarantee mechanism used by CII)F'S. She had 
a constant rL'.atiun­

,ieip with only one of the 
four members The others she sees
 

sporadically at social gatherings with 
friends. l)espite the
 

sparse contact aanodg group members, Carmenza said that iii ijd­

dition to obtaining credit, groupi have aL.sisted the indiviilaal 

businesses of the colleagues by referring clients to them. They
 

are also capable of providing informal technical and managerial 

assistance utilizing the expertis' existing among the group.
 

Given their collective experience af. a "fianza 
sotideria,"
 

Carmenza's group h|aj also assisted, albeit pasoively, in the
 

formation of other credit groups.
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Annex 13
 

Staff Functions
 

- The Receptionist/Cashier in rerponnible for:
 

I. 
Receiving prospective new members and explaining
 

CIDES Programs, entrince requirerents and the linkages with all
 

other FrUC social proprnms.
 

2. Collecting aavings deposits, loan payments, and
 

other chargen for legal pnpeis, taxes, and life insurance not
 

Included in Interest chnrgeq on lonnn. 

3. 
Making receipts for nil cash transactions and cashiers
 

checks 
In the cane of payments to clients.
 

4. Making up the cash movement sheet for the day for
 

the accounting nanistant. 

5. Doinig references for clients for commercial credit. 

6. Answering questi. a from loan guarantors regarding
 

loan applications.
 

- The Credit Aaistant is responsible fori
 

I. 
Receiving the loan application directly from the
 

applicant.
 

2. Checking to make sre data on application agrees 

with dnta in the office. 

3. Checking the loan amount applied for mad reconcilin, 

thin with bent payment schedule accotdinp to clientele's capability 

to pay. 

4. Verifying type of credit guarnotee. 

5. Verifyiig that mpmber's savings - the nais for the 

loan amount - have been increasing connintently to avoid lnat 
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minute inflation of savings in order to increase the Lonn.
 

6. Making stre that all documents are signed properly. 

7. Preparing the loan contract to be signed by the 

client.
 

8. Receiving from the Lashier all payment receipts
 

aild checks for which should be credited to client's account.
 

9. Following tipon late payments. 

- The Accounting Assistant is responaible for:
 

1. Coordinating and supervising time CIDES office em­

ployees.
 

2. Reconciling all accoults to be sure they agree. 

3. Making deposits.
 

4. Signing checks. 

5. Carrying the General Ledger.
 

- Time Messenger is responsible for: 

1. Doing all errands for time office most of which are 

related to the official approval of documents at the National 

Tax Office.
 

2. Making daily entries accomting for members savings. 

In addition to the above employees, CIDES also hired 

an accountant several hours a week to review and approve all 

accounting transactions. And, through the joint housing project 

with SERVIVIENDA a social worker has been hired to help train 

Cruzada volunteers for social work in the poor coinmmnities anti 

(D
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to do the initial Oducational work with housing clients. 
The

objective is 
to provide clients 
a positive social environment
 
through awareness 
building to back up the housing project­



Annex 04 

Staff Profile:
 

FNLS Input:
 

CIDES Manager and FNCS National Director: Alvaro I'erilla
 

Is an architect by profession and has a private office in BogotS.
 

lie has been very active In FNCS activities over the last 20 years. 

As Director and CIDES Manager, le spends over half his time dur­

ing the week in these activities, often spending weekends in hia 

private work. As all members of FNCS, liehas made a personal 

commitment to himself and the Catholic Church to work with the poor. 

liereceives a very small stipend of Pa$9,O0O/month or (US5212) 

through a PACT, Inc. (Private Agencies Collaborating Together)
 

subsidy for his work with CIIES. 

CIDES Advisor: Fanny Garcia is originally from a rural 

area outside of Bogoti and for the last 18 years hat heen involved 

in many FNCS activities in Bogota. Sihe has worked for the last 

16 years in cooperatives and social projects in poor neighborhoods. 

Sihe has a part-time job as a shipping supervisor for a publisihing 

company in tihe morning to supplement a Ps$3.000 per month stipend, 

(US$70), for lierpart-time work at CIDES which is covered by a 

PACT, Inc. subsidy. As Alvaro Perilla, she is a member of FNCS 

antihas taken on a morally binding personal commitment to work 

in social development of time poor. 

Normally FNCS members are strictly voluntary without 

remuneration for their services, but in the case of Alvaro and 



Fanny, tily put 5o much of their time into thie project that a 
small nuhnidy in needed enpecially in Fnnny'n came, to makl, 

enda meet, and junt barely at that. 

FNCS reliea on th. extrqordinary pernonal commitment of 
Alvaro and Fanny. If one had no knowledge of their actual ir­
lationship to FNCS and Cll)ES one would nee Alvaro and Fanny an
 

hard working, dedicated, full-time employepn. They both seem 

to think of CID)ES an their principal commitment, even though 

they are volunteern. 

Fanny does havenot independent income from towhich 

anipport 
her FNCS involvement. 

Full Time CIDES Employeen:
 

Receptioniat/Canhier: 
 Nelly Perilia de Largo came to 

CItDES In November, 1977 nine months after it had been formed. 

An uncle, one of tile cooperative'n founding membern, and amail
 
indepmuilent bunine.anman recommended 
 her for the job. Before 

coming tL CIlES 
he worked with a travel agency an a necretary
 

for 6 monthn, in a handcraftn retail ntore an a Palenpernon and
 

manager (5 yearn), 
and in a large international hotel for one 

year. She has ntudied through the third year df normal achool
 

(equivalent 
of 10th grade of high school) then ntudied at a 
commercial 
inatitute where nie got necretarial, retail, 
office
 

systema, and further arithmetic training. 
Salary: Pa$4,OO0 or
 

118$94 a month.
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HPRselger: 
 Loin Linares came to CIDES in March, 1979
 

when Jorge Rarrer 
 took over the Credit Aasaitant job. Salary:
 

Pn$1,580 or IIS$85 a montn.
 

Part-Time CI ) SEml oyee n: 

Social Workrr: 
 1,crecia Canqtnio han a tinivernity degree
 

in nocial work and came to CIDES when the bollaborative houning 

project with SERVIVIENDA began. 
Her objective In to dealgn a
 

norial anniptance and 
awnrenena development program which com­

plementa the houing program and FU:S edteational Roals. Salary: 

PN4,0009 or US$94 n month, lalf time. 

Accountant: 
 Salary: Pn$4,000 or US$94 a month.
 

(Part-time) several 
hourn per week.
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Accounting Assistant: 
 Gabrielina Fuentes comes 
from
a small farm in the department of Boyaci, north of BlogotS. 
 Despite

her fathers' wishes, she finally left home at 
age II to study

with a Catholic Nun's group. 
 The order worked closely with 
a

worker's cooperative, 
now a very large financial institution in
 
Colombia, the Caja Social do Ahorros, 
and it was 
through the
 
Caja that Gabrielina later learned basic accounting 
as a cashier.

She studied formally through the equivalent of 11th grade ia highschool. She lived, studied, and worked at 
the Caja'a installations
 
supervised by nuns, in an 
atmosphere similar to a convent. 
 No
 
salary was 
paid for her work while site 
was living at 
the Caja.

Gabrielina has been manager of 
two branches of the Caja in the

department of aoyoac5. 
 Sitecame to CIDES when it was founded
 
in 1977. 
 Salary: Ps$5,5OO or US$130 a month.
 

Credit Assistant: 
 Jorge Barrera has been with CIDES
since August, 1977 with no 
previous experience, 
fiebegan as 
the
 messenger, but as 
the cooperative 
grew he was given more 
respon­
sibilities in the accounting area making daily payment entries 
on the Credit Control forms 
taken from the Cash Receipts, which
 
are passed to him from the Receetionist/cashier.
 

As the work load increased, the Credit Assistant 
position
was created in May, 
1979. fie got the job. Salary: Ps$3,800 or
 
US$90 a month.
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IL 
TIle SETTINc
 

Ecuedor Is 
a country of 7,715.000 peoplep 562 of whom live and
work In the rural areas. 
 Annual population growth In 3.32 
(1962-1974)

and Inflation Is In the low teens. 
"The explosive growth of the citle
and the growing poverty of the sgricultural 
sector characterize the
 
Pattern of Ecuadorian development 
in the past decade".
 

So states 
a study prepared by the Industrial Chamber of Pichincha

(Ecuador) which analyzed the socio-econohic situation of Ecuador.
 
Agricultural production 
grew at a 3Z rate from 1972 to 1977. slowing t
1.42 and 2.82 in 1977 and 1978. 
 This co:rpares unfavorably with tho

high population growth experienced during the name period of 
time. 
 In
 contrast, the manufacturing 
sector grew at a 122 annual 
rate during

these yearn. 
 It is clear that this Imbalance helped to cause a 
 invdemographic shift as people left the farm in search of higher paying
 

The 
same study detected five primary causes for the deterioration
 

of the rural sector:
 

1) 
"political prices" on certain agricultural products which
 
have not taken into consideration rising ':osts of pro­
duction. 
The declining proflis represent a subsidy from
 
the rural to the urban sectorl
 

2) 
deficient channels of distribution, causing low prices for
 
the producer and high prices for the conaumerl
 

3) 
the Jack of a development 
program to increase the pro­

ductivity of the country's farms;
 

I 
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4) 	 the lack of basic services and social Infrastructure |i 

tie rural sector. (In 1977. 822 of the urban popuiltlon 

in Ecuador had access to drinking water and 63% had sew­

age facilities. In the rural areas during the same year, 

the corresponding figure were 13% anda I1l), and 

5) the eratic application of the Agrarian Reform, part of 

which has resulted in a serious problem of subsistence 

minifundios. 

Ecuador's development has focused on rapid industrialization: the
 

oil revenues steaing from 
 the country's geographical good fortune
 

and its participation In 
OPEC hastened this development to the deterl­

ment of the traditional sector. 
After a decade of these ctivities,
 

the 	country suffers from a stagnant agricultural base and swollen 

cities.
 

Guayaquil and Quito are the two major Ecuadorian cities ail as 

such attract large numbers of migrants from the outlying rural areas. 

However, these cities are quite different In their =nifeetationa of 

the social problems created by this migration: Cuayaquil Is located 

on the Delta of Guayas river, a hot, low-lying area in Southwestern 

Ecuador. Migrants have established marginal neighborhoods in the 

periphery of the city alon R the rivers and backwaters, constrocrthci 

makeshift homes on stilts over the water. In Quito, however, docnred 

high in the Andes mountains, people often find living quarters lit 

large communal houses. Fourteen families averaging five memhers eachl 

are often forced by their economic situation to live in one room per 

familyj living conditions are poor and the use of water and sanitation
 

\ t)
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facilities is communal. 
 One of the results 
of this housing problem
 
is that the poverty of marginal people is somewhat more visible in
 
Gusyaqull than in Quito. 

The migration mentioned above 
is clearly detectable !n tilesmall
 
productive shops that abound in Quito and in Guayaquil. Lhring a 
recent study in Quito, it was found that 452 of these "mIcro-busines­
people" came from rural arena nurroundirig tile city. The entrepreneurs 
who migrate initially tend to secure Jobs an laborers, become
 
specialized 
 in a skill and then decide to net up their own shops,
motivated either by 
a desire to earn more or simply to work Indepen­
dently. The Importance of thene shops insofar as the econo-olc health 
of the country i concerned is clear, 
 in 1977, small 
end m~cro­
busineasen contributed an 
 estimated 302 to the Cross National Product 
of Ecuador and, more significnntly, generated In the same year 253,000
 
new jobs representing 762 of the 
total number of jobs created in tile
 

manufacturing nector. 

The following study describes the Bnnco del Pacifico 
- a private

bank which lends money to very small productive shops 
so that the owners
 

may pioduce more, earn and generatemore nvw jobs. 

Ill. ProtectDescrption
 

A. The Organization
 

The 	Banco del Pncifico is n private bank with an operational 
philosophy geared towards development. 
 Breaking with the traditional 
banking otructure in Ecundor, in which ownerp direct the banks' funds 
to relatively rinkiemn crediturs - primarily very large national and
 
International enterpriaes ­ the Banco del Pacifico has 
a broad-baaed
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ownership and seeks less traditional clients for its banking servica. 

An example of this pililosopily is tilewillingness to open very smaIl
 

savings accounts, 
 an action which increases operational coats but which 

attracts new savers into Lite comunercial bankig comumonity. Since its
 

founding seven years ago, the lanco del I'aclfico ha. gr;twn to become 

tilesecond largest private batik In Ecuador and expects to head Ihe 

list in another three years. 

A mse dramatic example of the Batik's operational philosophy - and 

tie focal point of tie current study - involven tite1antk'sresponit. I) 

tilegovernment's requirement that 201 of tihevalue of available lna 

funds held by the private commercial banks be earmaiz.ed for d,,velop.
 

mental purposes. The banks 
 have the choice of buying government dois 

at 6% interest for tihe correspond imt value mainaging tiheor name a.mialt
 

themselves, enabling 
them to charge 9% Interest for tite develolpment 

loaua. * Host baniks have decided a buy the govetiment bonds so thai 

they may concentrate on 
their regular business: the few banksi wirbh 

manage the funds themcelvea find fairly Large "small btttieneas " whiclh 

qualify for these iunds. Tihe Bat.co del i'acifico, li contrast, an 

agressively responded by sc *lg up a D',)artment of Co..,llilnty li.tvetlp­

ment which is responsible for lacating micro-businesses and fur nfl, iing 

them loans r that they ay grow. Since tie lnitiat i- of tile lepari­

ment ' activities, the iBasco del Pacifico hal constantly malintained Its 

development loan portfolio over and above tihe 20% retuir.d by tile 

government.
 

At tie time of tie study, Interest rates paid Into savings account,

6% per year and commerical batik loans
were were l?Z per year. Since
 

that time, commercial bank loana love 
Jumped to In%. 

http:earmaiz.ed
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The Banco del Pacifico became Involved In popular credit several
 

years ago after learning of tile1NO project 
In Pecife, Brazil (Unino 
Nordestino do Pequenan Organizacoes) which had been net up by ACCION 
internntlonal/AlTrC In 1971. The Brazilian methodology was greatly 
simplified And implemented by thi lank, initially in Gaynquil And 
later in Quito. The Dank In primarily Interested In making credit 
available to 
ppople for their extremely small buninensed. 
The
 
objectiven of the progrnm are to increase personal income of the 

huninesa ownern and to create new Jobn.
 

In Cuayaqutil, 
 the Depnrtment of Community Development in headed 
by an economist and han five university students who work part-time 
w'tth Individuaal buninesnes. In quito, the Department of Cormanity 
Development 
in headed by a noclologist and conaists of four part.-time
 
nnivernity atudents who are the promoters. Also, other Bank personnel
 
daainr In the handling of the paperwork which results from the approval 

of bonn.
 

B. The Beneficiaries
 

1. Description of icro-businennen
 

Since thaemicro-businenn, progrnm operates 
within the official 
tuidelinea of the Financial Finda hechanism of the government, only 

thone buninennen involved with the transformation of raw materials into 
final products an be connidered an fponible beneficiaries. An far as
 
the size parameters are concerned, tlae owner must work either alone or 
, lth a maximum of five asalatants. The fixed capital of these shops 
may reach US $2,000.00, with monthly sales as high an US $1,200 for
 
the larger businennes. The moat prevalent types of shops work In 
carpentry, shoe production and clothinp. According to a recent survey 

http:2,000.00
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of 40 micro-businesses carried out In Quito, these producers average 

18 years of work experience, work an average of II hours a day and 

have started their own shops primarily due to 
the dual desire to work
 

independently and to 
earn more money.
 

Hicro-bualnessen tend to integrate LoelnEeven Inte the economic
 

life of their neighborhood, 
 eelling their productu locally an miel al 

possible and hiring from the Immediate vicinity. The primary ecronomh. 

benefits of these shops is their capacity to expand quickly after an 

influx of capital, resulting in higher earning for the otner and the 

creation of new jobs. (Several years of experience working with sicree­

businesses In 
Brazil. Ecuador and Colombia demonstrate Jhst one jol
 

can be created for every US $1,000.00 loaned Lo these shops. ThIR Is 

a small fraction of the fixed investment needed 
to create a job In 

large businesses.) 

The following are examples of the types of micro-buaeieeqen 

assisted in Ecuador:
 

1) a shoemaker, living in a large, old multifamily building,
 

who has only a bench, some raw materials and some tools;
 

2) an upholsterer, working with his wife, who has a little
 

shop with one sewInA machine in their two room apar.ruent; 

3) an older lady, making decorations for homes and gifts seuch 

aa cloth flowers, who lives with her daughter in a re­

latively nice home;
 

4) another shoemaker 
 with a very small rented shop opening 

onto the street, who has one older man as an assistant. 

lie Is knowledgeable of his weekly expenditures for 

U'•
 

http:1,000.00
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materinln and Is preparing to expand his business with a 
newly boug' t second-hand mewing machine, paid for by a
 
Rink loan. 
 film clientn are hillneighbors;

5) a Uondwnrkpr operating by himself, who had received a loan 
the Bank atfrom 

tile encouragement of hllswife, has purchased
wood end toojs with tile noney and Iran subaequently Increased 
hill Income. lie hopes to get a second loan and eventually 

take on an apprentice;
 
6) 
n family of tallorn, who divided their living quarters with
 

a cloth 
in order to create a tiny work area, who hne 
mewing machlnes 

two 
and eventually 
want to buy a third since


they are not able to handle nil the work their neighbors 

Pve them; 
7) 
a shoemaker who in working with hli son in a relatively large 

but 
thoroughly dinorganized 
nhop.
 
2. Problemn of Hicro-burlineaoe
 

The most prenning problem is 
the lack of capital 
to atart a
businenn. A viakehift shop must be built, machinery vaint be boughtand. 
 probably moat difficult of all, electricity 
must be 
Intalled.
If an Indl-jid, able5 l in to overcome these barriers and establish himor her buninesn, there etill 
exist many obstacles to growths

a) 
poor working conditioun 
 which reduce efficiency. 
 In addition
 

to 
the lack of adequate work apace, light and organization,

tile shop mint also mnre ita area with the living area of 
tile family; 



b) high rotation of perutnnel, prohably due In part to the 

poor working conditions. Also, once the laborers hiecone 

proficient In their task. they tend to migrate or teiereih
 

for higher paying Jobs;
 

c) dependency relutionshipa for marketing the flinlthed
 

goodu. The use of marketing Internediaries.* in many canes 

street vendors, io often the only practical alteroative for 

these businesses for uelling their goods. Furthermore, 

if the micro-producer deals directly with a buyer, it in 

frequently the case that he or she also recelves the needed 

raw materials from the same buyer. 'liB dependency reduces 

profits: while it Is possible to cover costs and maintain 

equipment, it is difficult to save or to relnvest, which In 

essential for growth;
 

d) as a 
 result of the inability to reinvest. the producer fiilt, 

him or herself with old itd inefficient michiery which ofivin 

breaks down. Whlile increasing production costs, th,-ne 

machines decrease production capacity and affect itimlity, 

thereby reduclng Income from sales; 

a) due to a lack of necessary mich inery, tie li|('ro-igsIiieitqtrilortl(lll 

must often contract third parties to complet e tie proihuctliou 

process, causing an increase in costs alid a dilrliitijii lo Il1i0 

work flow;
 

f) the lack of reasonably priced credit, which Is consltred liv 

the Bank to be the biggest problem of the micro-entirepren,ina; 
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8) 
tie time consuming search for raw materials which must be
 
purchased In small quantities with cash at no 
discount;
 

h) the wait for buyers to pay their bills once a sale has been 
made, causing a continual cnnh-flow problem;
 

1) 
the fact that 
the owner 
in responible for accomplishing
 

everything him- or herself. Although most 
often trained as 
manual laborers, micro-entrepreneurs ;m,,ot
plan production
 
levels. contract wor'ters, pIJrchase 
raw materiola, constantly 
secure working capital, etc. Although 
a lO-hour workday is
 
common among thene businenmen and women, they often lack
 
basic understanding of how to organize themselves and their
 

businesses:
 

J) 
limited exposure to basic education and broadening cultural
 
experlencen. 
Since the majority of the micro-entrepreneurn
 
have but a grade-school education and live in marginal neighbo 
hooda, a degree of timidity tends to develop. This puts them 
at a disadvantage when dealing with better educated and more
 

sophisticated businessmen; and
 
k) inflation. 
Due to the poor bargaining position of the micro­

producers, raw material and larbor costs 
tend to 
rise ranter
 
than anracceptable Increase in the sales price of the fin'shed 
product. 
 If a solution Is not found, the producer will earn
 
less and lean for time investedthe in the business until It 
is no longer feasible to continue.
 

3. Credit Availability
 

Oue to the difficulties mentioned above, most .ncro-buninenaee fail 
in the first 
twn years of existence. 
Nevertheless, 
some do succeed.
 



-160-


For 	example, the micro-businessmen and women in Eciiador iado have ai.'ee 


to some linen of credit:
 

a) comnercial stores selling household goods, such an 
re­

frigerators, stoves, etc. These stores have an 
aggrenilve 

ualen atrategy providing liberal ecedit although at il gh In­

tereat rates. Tie importance of this is that the ouner of n 

shop can get a good credit reference if debts are ron ;l Ivenlonily 

cancelled; 

b) 	sellers of machinery also sell on credit, hut debts moslt le 

cancelled in 12 months. The monthly paymenta are often Ino 

high for the micro-producer; 

c) businesses can sometimes sell their receivables for a llincoilt 

of 51 or more;
 

d) sellers of raw materials will sometimes 
 offer a line of iellit 

to a prudu-er they iave known for a long t ie. There are no 

interest charges but payment must be made In 30) days. A pro­

blem here is that the seller decides what materials are to bft 

purchased, generally choosing inferior qual Ity materials that 

have been selling poorly; 

e) money lenders are readily available who charge IOZ a moiith or 

more for their money; and
 

f) the Developm.nt Bank of Ecuador has 
a line of credit. hut the 

paperwork often requires hiring an expediter who will handle 

the 	red-tape for a steep price. of
lecause thin till! Develop­

ment Bank Is often not considered no a vinble alternative. 

http:Developm.nt
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C. The Banco del Pacifico ProR'rnm
 
Directora of mlcro-bunlneas 
programs agrec 
that loans play a vit
 

role in the expannlon of these enterprisen. 
 Hoot of these directors
 
also feel 
that 
one or more complementary nervlcen are called for, 
en­
abling the entrepreneur to learn how bent to handle the loan. There 
are four genernl arena 
of buninenn-relnted aasaitnnee that are often I 
corporated into micro-huninems progrnmni 

I) Hinagement Asnistance: 
 connultanta give advice to busineaa­
men idwomen on a one-to-one bais. Since mcro- nneta
 

problems are not an complex an those of larger corporntion,.
 

univeraity students, and even hlghschool graduaten, can be 
trained to provide thin aervice;
 

2) 
tanagerial Education: 
 groups of micre-buinenspeople 
meet
 
to discuns 
topics in business administration in a classroom
 

situation and wtith 
an instructor.
 

3) 
Technical Assistance: 
 an expert In called in to provide a 
specific service, such as designing a better way or making a
 
chair or utilizing raw materials; and
 

4) Technical Training: 
 the employer and/or employee participate
 
In a workahop which will 
teach them a certain skill, such an 

making a mold on a lathe. 

An interesting aspect of the Banco del Pacifico progrnm In that
 
none of these typen of assistance have been incorporated into the progr

methodology. The entire emphnnis in on quickly assisting the micro­
entrepreneur with credit. A micro-buninensin 
2 

or t-iman can obtain a 
-year loan for the purchase of raw materials, a 3-year loan for the 

purchase of mchinery, or n 5 year loan for the conatruction of install­
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atton". Construction loans have a grace period equal to tlt! lIme
 

that the construct ion takes. Annual Interest rates are 9% 111d pay­

reents come due every six monthu.
 

ThliuIs hicw the ploject works In Guayaqull
 

1) l)etect Ion: 
 thie city ta dlvided Into sectot, a ud the 

promoters speak with each mtcro-buhlueuni. There I" It) 
mass promotion slnce-the Bank does not hiave the aaacity 

to process all of the applications which would ren.iji ; 

2) Initial Vis t: Once a buiinesu hasibeen detected it 
questlonnai.re Li completed to flaid out hasIc informat ionl 

about the business (ile I of Annex I);
 

3) Loan Proposal : 
 If there Is Interest, a loan piopoal In 

completed (annex 1, tide 2), enabling the liankto approxI­

mate casl flows and loan limita;
 

4) Inspectionu: 
 a promoter, with more experience, visits tilt­

businea to check on Inforuation (Budh ac miichilnery oleeil 

etc.) that was included In the credit proposal;
 

5) LoanApproval: a savings account 
 in tie hauk In opened ilth 

the funds frm tie loan;
 

6) Supervlilon: 
 tie buolness Is visited by ile proinotera ute
 

every three or four months;
 

7) Collectlon : businesmen with late 
paymeluts outstalindiiig aie 

vlalted on a regular hasls. 

In Quito, a somewhat different aystem Is used: 

1) Initial Vislt: the entrepreneur vialto tie hlank, havnln 

heard of the program usually through acquaintances. Ihere 

is no census; 

http:questlonnai.re
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2) Vlt to the 1lsfne.s: s promoter meets with the entreprenet
 
at 
the shop to explain the 
Bank'a requirements for approving

a loan and 
to get to know tilePerson better in his or her vor
 

environment.
 

3) Investment Plan: 
 Once the buslnesnman or woman taken
necessary Papers tie 
to the Bank, 
the same questionnaire 
(annex 2)
in completed on both nldes. 
 During thin visit, 
the promoter


determinea the approximate 
costs and profit of 
the business.
 
4) Economic nul ynIa . the promoter calculates the maximum 

amount that the pernon should receive ugnng the figurer
obtained during the last visit to tie shop. Estimates are 
made for futute n-ilen and profits. 

5) Vcrificnton: 
 once tle economic analysis has been prepared
and the references checked, the Director of the program

visits tie business to verify the information and to discsn 
the Investment plan; 

6) ka!.t A.'2 Eova : a memorandum is Passed to the Hank'n general
manager recommending that tile loan be approved, the necessary
Papers are prepared, the check Is written and a savings
 
account 
 Is Opened: 

7)___e-I tn nI Cunyaquil. Irregular visits are mide to
the shops once the loan has been approved. There in no ntrict 
schedule for visits;
 

8) Collection, 
businessmen with late payments outstanding 
are
 
visited on a regular basin.
 

\( ' 
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In both cases, the process takes an average of osiy 1(id:myswliss, 

Bank operations are 
rulnning smoothly. wi-.
There are Limes, lsowever, 


the Bank suffers from a generalized short-term 
 ]lisl dity iprohlem, 

forcing all new loans to be temporarily delayed with added emphalis 

placed on collecting late payments. 
This affects the small riedit
 

program as well.
 

As a result of this simple methodology, the cost per h., lIenq
 

attended is very low. 
A small part-time staff can 
rapidly process
 

each loan request, leaving the recipient with the reaponusiillity to
 

pay off the debt on hie 
own. without much supervision; this at tlhe
 

risk, however, of a higher probability of loan failures due to the lark
 

of the supervision and the management assistance. The Bank has ex­

perimented with several mechanisms to reduce these risks: 

1) Selection: The Bank has developed general guidelines for 

tile selection of micro-businesa-.e that will receive loasa. 

In addition to the limits on size previously metiloned, the 

Individual cannot have an existing checking arcount Iti any 

bank, since It is asasumed that people witlh such arccoslllta are 

already In a position to secure loans; the isiop mlst Ie 

organized and hsave a "working environment"; the produ'ta 

must be of acceptable quality; and the needs, frustrations 

and hopes of the Individual must be discussed with the pro­

moter in the shop Itself in order to form asnidea f tIhe 

micro-entreprenear as a responsible isldivdisla.
 

In addition to these general guidelines, tihe following 
three
 

steps represent specific requsirements of the Bank: 
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a) documentation: 
 the potential loon recipient Is 
given a
 
list of tileminimal requirementm for receiving a 
loan 

during the initial visits of the promoter to the shop. 
These requiremepta 
are (i) an 
invoice showing the value 
of the goods which are 
to be purchaned, (i1) two written
 

personal referencen, and 
(iII) 
two written commercial
 

referencen. 
 If the businesanjn or woman cannot obtain
 

these documents, 
he or 
she in ineligible for the loan; 
b) .apostive credit hstorFy: the Bank determines the degree
 

to which the bueineaepereon accepts financial obligations
 

by calling the potential client'a landlurd, stores where
 
he or she ha purchaeed goods on credit and other businesses 

with which lie or ite operates; and 

olvent co-lIner,
) a 
tia In determined by requiring a
 

written statement from the co-signer's bank informing the
 
Banco del Pacifico of the management of the co-signer's
 

account. 
The Bank recognizes this lant requirement 
an
 
being the moat difficult to 
fulfill, but Insists that 
Joane should only be given to businesses with good re­

ferences.
 

2. Controls over 
Loan Use: 
 In similar programs micro-entrepreneurs 

have spent oana money on 
housing, schooling nod consumer items 
rather than on the expansion of their businesses as planned. 
Sitce such use of the loan Increases the bad-debt rink, tile 
Bank rarely given unrestricted credit 
to micro-businessen 
at
 
least 
for tilefirst loan. 
The Bank hissImplemented the followin
 

safeguardg: 
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a) tie first loan Is small. US$1.500.100 dollars JI the mmxil­

mum, wlth the limit being removed or made leas rigid nn 

tie recipient pays back the loan oai time or ahead (if sche­

dule;
 

b) 	 in Guayaquil, part of tile loan Is deposited Ill tile clientas 

newly opened savings account. When tile clietit retroin with 

cancelled invoices proving tite correct investmeit of lite 

money deposited, tile balance of time loan Is iligmiedovvr; 

c) 	 in Oulto. checks are often made out to time suppliers of 

the gooda that the client Intends to buy. If the Ilnau In 

to be used for paying workers, the money I" deplmilt.d ill 

time savings account. 

In 	 both cities, time new sivings accoot q piny nai hiplimmrinot 

role in educating time clients in bankimg practicen. .;ilore, 

the opening of checking accoumito Is dei lierately potillinoed, 

time entrepreneur must enter time Bammkto deosmit or wit|dmi 

funds, causing him or her to become gradlially errutomed 1o 

time environent. A peraon who does not feel mucomfortalle 

about enterig tile Bank is projably lea likely to difail. 

An added advantage of time savings accotmts is that II .Anmdif­

ficult to overdraw: it Is much easier to write n haI check; 

3. 	 Strict Collection Procedures: once the client receives .n loan, It 

Is treated as any other loan of the Batk; there is a clear usder­

standing that time bank Ia serious about collecting late paympumtm. 

7The following represents a liat of the most Important chnges (limt 

have occurred in the methodology of tile program in Quito. All chringen 

reflect attempt to improve and accelerate the loan process:
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1) the explanation of the program during 
thaeinitial vinit to the
 
shop 
 ansbeen modified. 
The promoter discusses with the businea&­
person n aeries 
of consecutive loans Instead of one loan. 
 This 
Is (n) to encr"Jrage the buolnesnperson to extend his or her time 
horizon far beyond what he or she fas 
become nccuntomed to, and
 
(b) t, In. renne tne probabliy of surceasful repayment on the 
loan. If the Individual known that he or she will continue to 
receive lonnn if care 
is taken with his obligntions, chances are 
the percentape of late pnymenta will decrenne;
 

2) at 
firqt, only the "Entrevinta" aide of the questionnnire in 
Annex I used to be completed durii g the initial visit with the 
entrepreneur, the Idea being that the ",olicitud" sde would be 
completed when the solicitor went to thn_Bank. 
 The problem wag
 
that the businesnmen did not go to the Bank. '1erefore, both 
siden of the queationnnire are now filled out at 
the snme time.
 
Oince 
the busineunperson tnlks about what he 
or ahe would do with
 
a loan, lie In more liable to follow through with the idea;
 

3) the quentionnaire 
in Aanex I Is no longer completed during the 
initial visit 
to the ahop. The businenaperseon is told that two
 
written personal references and two written cosmuercial 
referencei
 
must be taken to the Bank. The questionnaire in completed only
 
when these papers are secured. 
 This modifieation ensures that
 
the program works only with those individuals who are truly In­

terested in 
the loans; and
 

lo)the promoters do an 
economic analysis of the shop and discuan
 
the Investment plan with the owner. 
 Thin reflectn an Interest
 
on the pnrt 
of the proaoters 
to become more Involved 
In provid­

j
 



ing some form of management asailtance 1.o the loani reciillolt. 

D. Results
 

Late payments on outstanding loans are approximately 1%of IN loital
 

loan portfolio for micro-businesses; control over thin line or credit han 

been successful. Nver lIS$1.000.000.00 dollars hlave been loaned to over 

900 bubinens owners during the more than three yearn that the itgram" 

in Guayaquil and Quito have been functionhig. Many iave li eady rer,*Ived 

a 	second loan. 

A study was carried out to detenilue the effect that the Inan have 

had on the micro-businekbe. 1he conclusions are enipecini IV litiii-I Ing 

due to the nature of the Iaink'a programs; i.e. Iack of any rflpOI emletaly 

services.
 

A primary reason for the growing International iltereal Iii micro­

businesses i their supposed capacity Lo generate John anid hlemau.' fait­

ly income at low cost an they change from Informal siolii Io sinaill ,I­

ganized businesses. Therefore, It Ji useful to coinpare the resulln of 

the Banco del Paclfico's program In terms of employment genevral Ioio asid 

income gains with those of another micro-businea program thai does "ffor 

two complementary services to the buslies people managementt innfitajlice 

and appropriate education In business administration. Such a propriom 

exists itCall Colombia.*
 

Providing extra aervices will inevitably Increase operatfoiial ex­

penses, but additional costs are justified If the benefits are propor­

tionately greater. A stunple of 73 businesnes In (utayaqutl and 41) it Qluito, 

* 	 DESAP of the Carvajal Foundation (Program for the Pevelopmritr it( !;iial 

Businesacs) 

http:lIS$1.000.000.00
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all of which had received! loans from the Batik, was taken to determine 
the number of Jobs that had been crested and the increase in personnl

income. Tihe data from Ecuador were compared with 68 micro-businesseu 
that had received loans through the progrmn in Call. 

CfIPARATIVE RESULfTS 

No. of Hlunin-ases 

40*4 
 73*1 
 68*0*
 

Average No. of Workers before Lonn 
 2.0 
 2.3 
 3.1
 
Average No. of Workers after Loan 2.35 
 2.7 
 4.4
 
2 1 crease In No. of Workers 
 17.5% 
 201 
 42%
 
Real Net Increase in No. of Workers 
 14.0 
 31 93 new jol
Average Loan Value 


US$1,087 
 US$1,200 
 US$1,450
a It In not the pirponp of thi sanalynis to determinesystems menticnied which of the twoIn better; snch n determinationa.,'orttint varinbles: Is hampered by severalcultural ideonyncrncie,,dfit(IDFAP, the availability of
for example, did cre­not have access
in Its necord to a readyyenr of operntlonq), line of creditfavorablenomtc conitions, or unfavorable mncro-eco­paat experience onother lending programs, 
the part of the recipients withetc. It In the opinicm of thesystems are author that bothvalid an! effective.
 

S* Random sample taken from 
a total univerne 
of 900 businesses assisted bythe Bank in Quito and in Cuayaquil. 
• Total number of businesses assisted by DESAP. 

An expected, the DESAP program In Call generates 
more employment
 
per businens assisted than the Banco del Pacifico'o programs In Quito
 
and Cunayaquil. 
 However, the 
Bank's progrms have assinted considerably
 
more microbuninessen than the DESAP program, generating in the process
 
an estimated 375 new Jobs, four times more t, i the DESAP program. &A
 
far na raising Incomes 
 Is concerned, the data from Quito Indicate that
 
family incomes have Increased from US$50 
to US$139. 
 In Call, the cor­
responding figures can be estimated from sales fitures: average saler,
have increased from U$51.078 to US$2,076. Asuming conservatively that 
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10% of this increase translates Into income gaias for tihe owner, therp 

is a gain of US$100 ptr business assisted, which differs little from the 

Quito results.
 

The Banco del Pacifico has spent a total of spproximatelyUS$125,O000} 

in operational expense for Its tuo prograan it Quito and Guayaquil. Since 

an estimated 375 new John have been Lreated, It IF calculated that the 

Investment per new job is about 11S$330. The corresponding figure fron the 

DESAP program should incorporate projections for the coming year (1980); 

since an Inter-American Development Bank loan will provide needed oands 

(US$500.000) so that the program can process loans. Operational conto 

of DESAP will be about tS$80.000 per year; It Is expected that 200 micro­

buminesnes will receive loans, management assistance and appropriate edn­

cation per year, generating employment at the name rate as In the pant. 

Terefore, It is projected that 275 new jobs will be created each year 

at an investment of US$293 per job.* line virtual equality of thnese In­

vestment figures indicates that micro-buginesaeH do, in fact, accomplish 

social gains In termas of employment generation and increased personal in­

comes at a low cost.
 

E. Funding 

The operational expenses of the Department of Conununity Development 

are covered internally with Bank funds. Although the university rtident 

are not considered as Bank employees, they receive a monthly stipend of 

about US$150.00. Monthly costs are approximately IJS$2.500.00. 

lie Bank has lonied approximately US$l.000.000.00 to mlcro-buslnesmon. 

At tihe 9X yearly interest on the lons, income is US$90.000.00, 111;$30.000.0) 

* This result Is based on projections assuming an aggressive expannlon of 
the DESAI' progrm and, therefore, It should not be considered to he con­
elusive at this point In time. 

-JLi. 

http:US$90.000.00
http:US$l.000.000.00
http:IJS$2.500.00
http:US$150.00
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mare leill what tie Bank wailmld he r ecelvIg hlad It Inivested tile same 
Moit( ofii)money In tile governienit hO)ds at 6%. ' iii coimsce overs the 
yearly ipe rat1i)cll i can i. Of ie il'DepartmeIIt of Colltllninty Development. 

6iit to141u tie iiiik In tilt! real loss 	of Iizr-clianlig pewer of the 	 loaned 
n,.niey diii to tile 12% I nfltat Ionrate. However. thll Ions Wla Ild have oc­
ciu ll". wit tilt! 1i)IVeillll let blnds an Well. Ii effect, the program hng 

rutchil.it b1ltilk.-v, pi aisn far ail cots are i:oinceried 

F. 	 iiUlt ue li
 

'lih, liuici) 
del 	 Pail') I s I one of tie few private sector f incial 

tl'laui zht iiuu euugii Illi a 	 pupeiliir leudl,1g projet.t mid It lIs the only 

pIlvate ctmitiercliul banik with siiuh a project that waui vlalted Ili Latin 
Am-li Icit. It Ilul In led with It0s lvlveme lut and In comitted to coln­

thiiiii , with the 	 lprog/i1m. 

I veii the Illuk 'a Initerest Il the proje ct. CENAI IA (Centro NacoJanal 

ileuPloi.ul dol I fi1 PeuIlli/ lnodistri a y 	 Arte.nii in), the World Bitk and the 
fliu u is l I Pt Ill ci are goingl1 to channuel ItJS$15 million Into 	 the program 

with 	 ti. ohject lve (f luin:reus lll pro ject coverage. 

C:IFIAPI'A wl I Iprovihe needed celures to the nilcro-entrepreieurs. 

:;lluh 	 idila I)oi1 ild.ou reireuueut. an Important compl 	 ednemnt to the B1ak' a line 

of ci tcdlt; whii ci 	 i ruijilld Iliue of credit may 	 solve the short-terin needn 

ol InIurii-lhlitudnepise iti general, cournes in htliuge u/1administrntion are 
lecu:4i'y ii eni.1ullriup lung-term growth iiiiil effi ciency. The 	 micro-entre­

i i ­
pm u iuali iuldy kiioi hiow 	 to iroihiice lacec 	 niniy hive learned their trade 
aim wiiikeit iii other hiulus uein. + u rarely ioleui tinehUt 	

find a mIcra-hunI ness 
ouiuIatur who 	 has Is!rec/hy Imnp 	 mlemenlte admliistra1tive colntrols . An a resilt 

uivallahle reutuircen are 	 niut maximized: Invelitorlen are larger than ne­
ct.uiny, the 	 tuiriover on receivables ts too slow, machinery Is allowed to 

,> kC. 

http:rutchil.it
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lie idle, etc. Te eum of these iceparate admiietratLive Inefficlencler 

causes a shortage of readily available working capital, consequently 

promoting the belief that a loan in needed. Furthermore, when a loon 

is actually requested, mtcro-buBineespeople tend to concentrate more 

on securing a specific sum of money (generally more than In real y ieedid) 

Instead of defining a specific project first ned then calculating how 

much money should be requeuted to finance that specific growth prolect. 

It Is for these reasons that effective and appropriate courses In bufl=­

nens administration should be offered to the owners of thene bIuluiennen 

to compliment their skills in production. 

Finally, the Banco dei Pacifico will coordinate the construction of 

a micro-induntrial park and comercial center involving 50.000 localen. 

This is the major thrust of the loan and represents an interestiig ex­

periment in micro-busineas development. Since a serioun problerm of thene 

entrepreneurs in insufficient space for their eliep, the esiUitai of this 

effort will be meaningful In terma of effective strategies for promoting 

long-term micro-buainesa development. 
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IV. 	 PRTOWIECTMiSESSENT
 

Ille 2..k has Implemented 
a flexible and Inexpensive line 	of credit 
tor mcr-I,, . It tisa decided to forego evaluations of results 
nl other Internal control mechanisms to reduce coata. Ille fact that the 
bu linuaipopIe only 	 iiay their quotas twice a year t ranslates into a di­
rect L;avl gni for the Bank fin termu of paperwork ant manpower. As Is na­

tral lor a bank, their primary centrol mechlanism Is the 	list of late 

pllyllielitti . 

The peoiple Involved In tile project are hiiglily motivated, a ciarac­

terls lI ol all tile good projects that were observed. Yet a highly qual­
filed expert Nli small buslnesses Is not required to direct the program; 

It is simple enough to be staffed withi non-experts and part-time univer­

nity students. Tila 	In Important In considering tie 	replicability of 

this 	Iloject. 

Mu Imlportait conrideration for loan 	programs in that there Is a
 
certait "iselrI iiineau" wihen Involved with a private 
bank. In this sense. 

progriumil linvlved with lending money to micro-businesses should strive
 
to develop all image 
 of a bank, treating the loan recipients as renponsi­

tile iiividzans wALth 
 certaisi binding and contractual obligations. The
 
nclatloosh itp 
 wi th 	 the micro-entropreneurn In hotti businesslike and cour­

aeous Ins the Buco del Pacifico programs. Control over late payments 

Iii strict and Insistent, removing any paternalism from project Imple­

mentat on. hila Is vital If psychological growth is to occur within 

the indviual0 which should be one of tie offshoots of a successful 

loan ptogiam. Ilie Individual eventually becomes less timid and more 

et l-Lonfidlien. 

An 	 itereirlnig lesson that can be learned from 	 tile Bank's program 
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is that micro-entrepreneurs can successfully handle loans wlth pnyments 

due every six months. The Bank made Its decision on payback schedules
 

with an eye on internal consideration. Traditional th ughlt has lield
 

that since micro-producers at this 
level of business activity are not
 

accustomed to saving or the planning beyond the coming weeks, m Ilqiidlty 

problem would result every six montlis imtthey were forced to halt prom­

duction to secure funds to fulfill their obligationis wJL tie anl.. 'lIhe 

Banco del Pacifica has apparently proven that these Individmals are ca­

pable of a sufficient degree of financial planning and that mmi lily o~r 

quarterly paybeck schedules are not necess;ary. 111a differs from (he 

poorer PISCES population, with which more regular paymemuts are recomumemmed. 

As far as this Poorer population Is concerned, it In apparent leal. 

tie financial needs of mlcro-busInesaea are greater thnii tIme more peneral 

PISCES target group: average loa values for these shops are IS$1.011O 

Instead of US$100. 11erefore, It could be argued that micro-binhiuees 

owners are "too wealthy" and should not be coneidered tn poteintia he­

neficaries of a PISCES project. If future beneficlarlei are to be de­

fined In terms of loan 
 values, there can be no couiiter-argulent to 

the above criticism. 
 If, however, time focus of the PISCES experiment 

In defined In broader terms, for example thie economic aid social devel­

opment of the urban poor. micro-buainesses may not only lue Inclded Imit 

could eventually come' to play an Important role in the global effort.
 

Employment generction arid increasing fae:','y incomes must have a 

high priority In urban development programs. Community progress will 

never occur without a sufficient amount of work and money for the Indi­

viduals within that coimunity.
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Programu which provi(e very amall loan witlth little management 
traleidig ajd which concentrate cisupleentary efforts On connunity devel­
opnenIt tanks may act the stage for more illcesesfu] entrepreneura to "gra­
duate" 
lito prugr-ans nuch as the Illco del Paclflco and DESAI projects 
unce their level of businen and nwarenesa of specific b anes needs 

are mot e developid.
 

1hicuni I ou loll, 
 It may he advlable to think of the PISCES popula-
Imonal those urban workers wil) are too emall, poor and Powerless to 

be zached by tilegreat majority of existing governent and private pro-. 
gramn. The type ad amount of assistance may vary according to the level 
o) ISCES popihatloii considered, however, mlcro-businesesa clearly fit 

Ilitothis broader category. 
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I. TIE SETTING 

londeras, with approximately 70% of its 3,000,000 inhahitants liv­

ing In rural areas, depends to a grent extent on its agricultural pro­

duction. Although tise sector constitutes only 322 of CflP, It provllen 

jobs to 60% of the economically active population and goIerates 65Z of 

the country'a exports,* of which coffee, bananan and meat are the prhary 

products. A brief overview of the econey Is pretiented In Aonex ]. 

Although the current government has had a certaio .-gree of success 

with agrarian reform, there i still a high level of ,oral-to-url,11i mi­

gration: the two principal cities of Honduras, Tegucignlps and San Pe­

dro Sula, have experienced an increase In populati on of 73% and 86%, re­

spectively, between 1950 and 1974. In addition to the hievitablh in-­

employment (for tile country as a whole it is estimated at 9%, buo cal­

culated at 37.5% if under-emplyed farn workers are included), prics 

have been rising, especially for foodstuffs: 

P RIC INEX FOR CO'NJSOlIERILS 

-TTI 

':'"-l-1--Ft - - --i-. ...i 
L_ . . J 1 __ I1751 

IV 1 11 111 lV 1 1] 111 IV I [i 11) 27 

Source: "Honduras en Clfras", 1975-197/, Hano Cittral oe lontuI'as 
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The econodi aituationimay deteriorate further since It is esti-
Inated that In 1983, a full 38% of the country's projected 4.000,000 In­
habt"igLts will he rity dwellera. Yet with the cities growing so rapidly. 
why do the women who seil frults and vegetables In their market Stalls 
unsailsously agree that Sales are less than those of a year ago? 

'lie answf:r Is complex, aince the price elasticity of foodstuffs 
mst be low. fievertheless, a ignificant variable must be the fact 
thai althtigh the general opinion Is tLhat Honduras it a wealthler coun­
tiy tham lve years ago, tiere in a recognlize(] problem cf Income dia­
tribution which puts most of the money In too few Iands. Many liondur­
ami teel that they have less purchasing power than before. As rela­
tlv, Incomes decrease, they may he suffering a lowering in the nutri­
tJonal qliality of their meals as they opt for less costly Items. Any 
decre.se ia tie! purchase of fruits and vegetables detrimentally affects 
the market womien, who already find themselves on the fringes of subsis­

enice living.
 

AJIEAiDE (AMesores 
 parl el lDenarrollo - Conjultants for Development) 
Is aii organization which Is currently working with fruit and vegetable 
vendiirs In three of Teguurigalra's seven markets. Thie rest of this docu­
meit will explore program goals, methodologies and results, and will 
atteipt to portray the socioeconomic situation of the market women them­

selves. 

http:decre.se
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III. PROJECT DESCRIPTION 

A. The Organization 

ASEPAD, a private non-profit organization, initiated act ivlties 

in May of 1977 with the following five objectives: 

1) 	 to contribute to the national development process by p.aliilnp, it. 

understanding of problems that may Interfere wit the apjl Icaton 

of public or private sector developmetal initiatives; 

2) 	 to contribute to the de elopmeunt of Ionduran professionn Is wthll­

in the field of development in an aLtempt to lesno the df-pe­

dent'y on Ifnteniratioinal humisiani resourcen ; 

3) 	 to offer services of advising, Invest igation and educatho to 

governmtental and agenctes may I r'e11111oprivate which tIeIu; 

4) to support the growth of grass- rootr 01ganlization throl5.-h Iech­

nical asalntance; and 

5) to serve as an information bank of social works being carri ed 

out in the coutity tIhrough the use of pul1ications. 

Although the organization has received several omail contracts for 

specific studies and special educational cournes the primary effort to 

date has been expended on the market women's program. 

T'he global objective of this project I, to Improve the nclo-eco­

nomic situation of the market vendors. There are three mechalleus.Il 

through which it ia hoped tlhIb objective wllI be achieved: 

1) 	 a loan fund which will liberate the vendors from exploltatlve 

money lenders; 

2) 	 courses which will attempt to educate the vendors itn social as 

well an economic matters; and 

http:mechalleus.Il
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3) tie creationm of in conoperative of market vendors so tht{ they 

I111yeventlly controlI the loan funnd and organize tine coures 

tlhen.i e I yel.
 

Co Initiate the 
 project, A.VI'ADII carried out a preliminary study 
of the market vendori In Novembenr of 1977 to tleterminin tie.ir needs. Oil 
tihe basis of thin study, a donation for US$7.575 wasi renested from Ca­
tholl lielef Servicen, which was nubneInn ently approved. lnln donation 
pl-nvlnd ioolsn for (i) a lon fund - US$1.250 -; (2) nitil] Inatallation 

exlti'nsea - US$25 -- ; and (3) salaries for one year -- US$6.300 -. li1e 

pinno)ett ineg~inn |In Septembner of 19711 with one socil worker reaponsnible
 
for the ednncmh
tinninlil nllaipect.s of the program, Olie IOijn adminlitrator, one 
inillvlnti n workinIg qninart er-tIme a(id one project working half-tine. 

It. The Mnrketsn 

iclnlnl:J gallnu, tine caltnn[li of[ Iiondurnis, currently ha elgit markets, 
tieveil of which tle for retailers (Stl ]idro, lan Amerleas, Colon, San 

IPalo, El Kennne y. namelchpa and San Miguel) and otme for wholesnlern
 

(i1'i m yorero). ie Hinticilality of Tegucigalpa 
 Js constructlng two new
 
n,:.nketn.u (Ei ivIe 
 and El Alvarez). ilnning the expmnesion of tine whole­
ul, i mannrket, annndthe 
 privately owned market (nim Anerican) Is cur­

rnntly Incean'sIng 
 Iti capcity. There are aplroxhnn,tely 2.500 sta]ls 
of anII yllnemi In tese narketsn annnnitIne current. coonnntrlnctlon will creante 

n nl im 1t3.000 stalls. out.;in of these are plmnined to be occuplei 

by tine h90 vemnnrn wio Illegally occpy (moIon park and the estlmnated 

1.100 vendorn who currently sell on tie utreetu.
 

Althongh It 
 itn clear that the Importance of these markets Is grow­
lng, there nay be some doubt .is to tihe efficacy of expanmling tine whole­

ialein' nnarket. 
 Some trucks carrying produce from the countryslde by­
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pass the wholesalers' market and drive directly to the retailers' mar­

ket. This benefits some vendors since they are able to purchase the 

fruits and vegetables directly front the driver at lower prices theo 

from the wholesalers, but in larger quantitien than befotre and oil a 

cash basis. However, tihe disadvaintage Is that the redhored number of 

truckst arriving at the wholesalers' market provides an opportunity for 

the moliopolization of a product ity one or a smca l group of wholesalers 

allowing higher sales prices to be charged to the market women who 

must continu, to rhop at the wholesale marknt, since they tio not have 

sufficient working capital tD buy directly from the truclks. This ac­

tivity is apparently much mtore pronounced in San Pedro Sila than Jlo 

Tegucigalpa. The expansloi. of thie wholesalers' market would include 

prohibiting trucks front driving directly to the retailcrs' maukets. 

All produce would be directed to El hayorero, thtereby theoreticailly 

providing a sufficient asmolntt uf competition tlttlng the truckers to 

eliminate profiteering. A' least in the case of Tegocigalpa, it is 

possible that the good intention behind the plan would actually cluse 

higher costa for the vendors elnce there wDuld no longer be a way to 

eliminate one link in tie long distributional chain and possibilities 

of price collusion amn' g the wholesalers would be more pronounced. 

The following are normal components of the distribiution chaiin for 

fruits and vegetables. 

1) a buyer in the country purchases the produce from many rituall 

farmers; 

2) a truck owner buys the pruuuce from this person and driven it 

to the ayorero market; 
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3) , wlaesaler buys from the 
 truck owner and delivers the pro­

duce to tie Ls Anerican market; 

4) th fraIL and vegetable vendors with stall buy from the 

wholesal, r. ; and
 

5) tie street vendor, buy from the veniors at the 
 fixed stalls. 

Consumers buy front either the vendors witlh fixed stalls or from 

those fin the streel-e. 

There are however, aeveral alternaclves to the above flow of goods: 

1) vendors with money, time and Lontacto hae purchased dir-ctly 

Irom the smal! farmirs. llis, however, 19 rare. 

2) i, me,atioled earllier, some trucks by-paa tle Klyorero market. 

To take a.lwatnge of lower pricea, a vendor must have enough 

money to tiuy in larger quantitlie and must be willing to arrive 

at the market at 3:U0 .w.,. and wait for the totrucks arrive. 

Tle et llus prodce they buy If re-sold to other vendorn, mean-

Ing that the vendor heruelf beccmes a wholesaler as well as a 

re. al ier. 

A f las point ahout the channels of distribution Is that the whole­

usalher who sell to the vendors in the morning are willing to finance ­

at i cost - iOw,' purchase of vegetables Oltil tiat afternoon to give the 

ve idor:; a chiani:e to sell them. lere is no real rfn': involved for the 

whole.,aler snlce tlh! women who buy on credit have been botying every day 

for aeleral years. 

WIthin the e:tire ma,'keL environment, there exists a clear economic 

hlerailcy, the wealthiest being those selling clothing and shoes. Fol­

lowing Ihee come the vendors of meat, then poultry and eggs, then graiins 

and finally the vendors of fruits and vegetables. 7hi1 fins] Category 

S/,-CC. 



-18?­

can be divided into three sub-categories: those who have fixed and 

legal stalls, those with fixed but Illegal stalls (the Colon market) 

nid those who Illegally sell on the streets. Ii1s last group rvl re­

sento the poorest of all. 

Money lend, rs operate throughout the markets, Tlhey supposedly 

have official cards nuthoizing thelr activitien but who apparently 

do not maintain the stated maximum interest rates and who therefore 

have no legal recourse if a loan recipient does not pay. The re]a­

tionshipu between the money lenders and the vendors are complex, since 

the vendor cannot do business without sufficlent working capital, yet 

many realize that the Interest rates are to) high. leverttelesn, In 

tie case of an emergency, or simply to buy school supplIe, the motey 

lender in available with ready cash. 

lie lenders walk through the markets, some every afternoon .a1d 

others less regul. rly, collecting from tle vendors and looking for 

new customers. The loans are generally for 20 to 30 days, wi lt in­

terest rates as high as 20% per loan. Thie loan Is paid back on a 

daily basis and a new loan Is received once the previous one has been 

fully cancelled. If for any reason a vendor cnnot make the full daily 

payment, no fine In collected immedlately. Although ASEPAI)E believes 

that the money lenders collect -late interest paymetits at the end of 

each lending period if there have been delays, the vendors who were 

asked did not agree. Ilowever, since the motey lenders maintain all 

records, It is possible that tle vendors do tiot realize that they pay 

late-payment fines. What is Important In that no fine Is charged on 

the day that n vendor cannot fulfill his or her financial obligation. 

Finally, no collateral Is demanded by the lenders when dealing with 

' iLL 
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people requlring greater amounts of money. 

A forther source of funds, at lent for the vendors at the Sal Isidro 

maiket, IS the Sivings and Loan cooperatlve. At present, there are ap­

I'roxhiiitely 390 active members, oxu)tly ownera of larger stalla selltng
 

sloes and clothling. 
 'lle loaie limit Is I)S$6, 0)0 for six muntlis at a 2% 

per mintti hI rteest rate. (Coiinercial Interest rates are 1.3% per month.) 

L.otagi to members are a "ntinctlon of thc saving.i depoltited In the coopera­

t I ve. 

Allhutugh at least oi1e participaint ii the ;EPADE program also re­

iviye Ilotins fron the colpe ratlve, which ants be repaid oil a daily basis, 

nost JI iii a I aVe mnthlly palyments dalie to the larger amourita of mioney.
 

Oie reilletrahIota 
 rate oil the loani has been very slow In the past slid
 

there ]a a certlain 
degree of mittrust of the cooperative, erpecially
 

a lter 
 i fire lit the market supposedly burned all of the money of tile 

llenli rii 

There Is; yet ainother source of funds for the members of the Sar,
 

Isihho mirket, and 
 that Is the Associaton of Vendora. (Similar organi­

zuiloits in the other marketa are called "l'atronatoi".) All but 40 Ven­

dhoti ate 
 active menbers of the A sociatlon, which haa an elected presi­

deit, vice-iorvtuldent, treasurer aind a collector. US$0.50 Is charged
 

ch imoiith for tie trenasury, of whiich 
 10Z goes to the collector. Ilse 

oljectlve of rte A ociatlon Itc Blmply to work for the good of the af­

fiIIati;. If tt. market needs repairIng, for example, tile preldent 

talks to tlhe corresnding authoritlea. Financial asaltance Is pro­

vitled for eliergencles ouch aa the death of a vendor: money is provided 

for Ihe funeral. 1there are three asembiles each year, during which 
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the market is closed. The vitality of the A norlatloO is a good ildica­

tor of the possibility of success in achileving the goal of a cooperative 

withln the ASEPADE program shice It is clear that the vetdors cal ora­

nize themselves If they ondierstand the benef ILs of doing fil. 

C. The ieneficlarles 

"llie ASEPADE program inS t.1,ted activities In the Colon, Las / is ri.sai 

and San Ialdro markets. In these three markets there In a Iotal of 1.524 

vendors of all types, 455 of which vendors of fruits andare vegetables. 

"le program selected 50 from these 455 and the first lonn was approved li 

September of 1978. A soclo-econiomlc study was done, which sheda nsine lighl 

on theae Initial beneficiaries: 

Aiz
 

65% of the women are between 36 and 55 years old, which demc'itrales 

that there tire few young vendors (5% less than 25 years old). 'Illii is 

probably due to the fact that (1) It is a hereditary occupal |tion sI re li 

the majority of cases the mothers were also vendors, and (2) the market 

environment tend.-, to lie hostile towards younger vendors. 

Schooling 

39% of 'l-c vendors never went to school and an such are Illiterate. 

This is sign, . ant In that It affects the design of appropriate edicn­

tLional materials.
 

Faintly Situatlon 

19% of the women are legally married and another 50% are involved In 

what might be considered coimnon law marriage; 29% are single mothers and 

2% are widows. Although there appears to be a low Incidence of women coma­
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pletely on tliei r owni, the renlity In that in the majority of cases tileman 

leaving the wuman with the responsibility of maintaining Lne household. 

68% oI the women have more than three children. 29% have more than six. 

66% of the vendors do not pay rent, which means that they either 

live lth relatIven nl ill a house that has been temporarlly lent to them. 

Few own hotielt. 611%of tilehiousies in which they live have electricity, 

SIZ haive dilnking water and only 29% of the houses have sanitary services. 

There iu aii aveage of Seven people in each house, which Is high given 

ih( size of tile hioiiqes, 

Wt.1 

/4% have worked au vendors for more than five years; 50% for more 

Ihn ten. 'le to llowing brlef examples outline an average day, every 

day of the week, ol two market womcna 

Friollcluia Slarts ipreparng food at 3:10 tii the morning for a 

group of peiple who pay her uS$115 a month for the service. Sue 

ii ilins at 5:00 and quickly cleans the house before leaving for 

tie market, arriving there at 6:00. She buys the produce she plans 

to !tell that day and arrives at her stall by 6:30, paying the per-

Son who carried the frits and vegetables for her. She will leave 

the market between 3:0)0 and 4:00 that afternoon. Once shte arrives 

lit home, she Spends two more hours cooking for the group, finishing 

at 6:00. lIetween 6:00 and 9:00, she hinadwashes and Irons clothes 

for thie family. So:nctImeN, to bring lit a little more money, she 

will make clothes. 

Iosa (nhndhla gets up at 2:00 a.m. and organizes tie meals for 

her faitilly.She arrives at the market by 3:30 to take advantage
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of the lower prices available from the trucks bypasing tl wlole­

salers' market. 
 By 6:30 every morning, sitedelivers a lnrge older
 

of fruits and vegetables to the Social Security Innti tute, where 

they will pay her the same afternoon. Sihe1 returrns to the market by 

7zOO to buy produce for her stall, where she will atiy until 6:01 

p.m. 

Other women will arrive at the markat hy 7:00 and stay till 5:)0,
 

but it Is clear that their respolnibilities make 
 harnh demand, on Iheir
 

time and energy.
 

D. Il1e Economic Qiaracterlitaca of the Stali
 

It Ia extremely difficult to 
fully grasp the daily flow of canh thrugh 

the market stalls die to tie fat.. that the re­vendors mal tain no writteon 


cords, there I a confusing blend of 
 caaj' and credit pirchases on their
 

part and they can occasionally he somewhat reluctant to fully share their
 

knowledge of financial deal lngs with 
outsiders over an extended period of
 

Lime. Neverthelesa, an attempt was made 
 to understand in better dlall
 

the nature of the hosiness of selling fruits and 
 veigvlablies in the market 

places.
 

A simple questionnaire was prepared (Annex 2), wihich was implemented 

over a period of 15 days to a group of 9 market vendors ace'ted at ran­

dom from the ASEPADE list of beneficiaries. The objective was ti. "icer­

tain dally sales and expenditures In an attempt to determine the trite fi­

nancial sittation of the participants. 

Problems of accuracy naturally arose given that all of the infornia­

tion was collected, albeit on a daily basia, from the memories of thr 

vendors. Daily sales, for example, were calculated I;y counting the cash-

U/
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on-haid at tileend of every itervjew, adding up all expenses for tile 

day, locludlsp pIurciases, aid aubtracilIg tlse cash-on-hand frcm tile 

prevotui day. 'llierefore an onluni.4ios In expendlturea would deflate 

Ltie saltu IJIule. Nevertheless * the study was uteful not for providing 

Ire :lue lata concering the catili flows of the vendors, but rather for 

til:Insiighl thaInt was gaied ard certain trends tht were uncovered. 

Approximsately 85% of all outflow is for busitinests related expenses, 

ill, remahller lielig utilized for ConasmptIon, medical clarges, clothing, 

Helhol ItellS, eL5:.Of tie tota' busineai related expenses for tile9 

venihoers (11S$5, 13,1) for 15 days), only US$25.00 (0.5%) relate to jis­

te est paymei..t lot loaii; received. Consequently, It Is apparent that 

lowerlig tile hiterest rates charged to the vendois by the money lendera
 

will sltsil ilsIcanLly Increalie available working capital. In fact,
 

sct-ordihl t )itle stuiy, It wouid be sirprlrlng If the woi, , actually
 

noticed the change nlnce the money leider rates wouil still only re­

piesent 2% of their tatil expenditures If the, were to continue bor­

rwin1ig mioiiey frim t hea. It also seems poss ible that S tatemensts re­

gisdil.l Lte ex.cni5.lve exploltatlol of tie money enders may be extreme 

as far us these market vendora are concerned.*A However, tilepoint 

shuldiIe made that p lvun the total estimated livini expenses of tie 

the veulurs (11S$1411/month, hicludlng US$62.00 for hoaing), a decrease 

it Iatucist cos-to from 20% to 5% per loan translates directly Into a 

ADally Sales C-iil-ot-hand + Total Expendlitures - YeaterIay'a Cash -01-Jland 

4A'rhis poist it; made castloisly. A major part of the damage done by the 
moneylenders may lie iI t[ie area of collection of guamrantees (which are 
oiteiithe deed to hiises) In tilecase of default. Interest rates would 
le le.m lmportuit. Ilire study Is needed on their actlvities before re­
mioil of relsaiure Is contemplated 

http:US$62.00
http:US$25.00
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10% increase in disposable income. Tlerefore, although it Is clear that 

benefits do result from lower interest rates, care must be taken in draw-

Ing the conclusion that a credit program whose only objective is to 

give an interest break alone will significantly benefit, lnanclall , 

the market vendors of Tegucigalpa. 

Since 66% of the working capital needs of the vendors In used for 

the purchase of foodstuffs, substantial economic benefits can accrue If 

the purchase prices can be lowered: a 2% decreasu in the prices that 

the vendors must pay for the fruits and vegetables would cause a oilightly 

better improvement in disposable incomes, on the average, than the reduic­

tion of interest rates; a 10% decrease in the purchase price would cause 

incomes to rise 59%1* It is for this reason that ASEPAI)EHs efforts to­

wards creating a cooperative are so important if tihe vendors were to 

purchase the foodstuffs together In larger quantities, some diactiitnt 

should result. A certain amount of education would also be requireti 

hete since vendors with loans occasionally continue to btty the prodate 

on credit, which raise! thelr coats. 

A final point concerning the economic characteristics of the stnlls 

pertains to the time of the vendors, which is abundant during cite day an 

they wait for buyern. An effort should be made to teach the vendors se­

condary activities that they could do during the day: many vendors men­

tioned sewing an an alternative. Since selling fruits and vegetables Is 

a passive activity, the women could actively use their time making clothes 

for eventual sale tr personal use. Onrce again, thin cotild be an Important 

*Current disposable incomes average US$148/month. Current expenditures
 
foodstuffs average US$875/month. A 10% decrease in expenditures ($07.50) 
raises Incomes to US$235.50/month.
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ftctlon of 	 the cootperative. Reducing coats Is often a good strategy 
for 	increasing profits; branching into other remunerated activities and 
markets If 	 another and, in lils case, .robably inure effective strategy 
for 	bringing about tin 	 Improvement in 	 the econoic conditions of 	 the be­

neflclnrles. 

E. 	 Project Activities 

1) 	Program Developnent
 

ASEPADE started 
 the 	project In 	 the following "anner: 

a) 	 Initial Inventory - the three markets of San 	 Isidro, Colon 

and 	Lan Americas were visited and an inventory of existing 

stalls wai 
made.
 

b) 	 Initial Explanatlon of Project - each fruit and vegetable 
vendor was approached and 	 given an explanation of 	 the future 
program. Although there was a certain degree of 	sutipicion 

at 	first, 
this was overcome as 
project goals were detailed.
 
c) 	 fkatlvation - further individual tnterviews were held and 	a 

prelimimry questionnaire was completed which collected ba­
sic data (name, address, number of 	children, literacy, etc.). 
A general meeting took place during which the 	 future program 

was 	 described In 	greater detail to 	 the group. 

T1iese first three atagea took one person onie month to 	complete. 
d) 	Selection 
-
It was projected 
that available funds would be
 

adequate for 	50 women who would each receive a loan of US$25. 
Thierefore, a selection of 	final beneficiaries was made using 

the following criteria: 
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1) low income;
 

ii) have a fixed stall (the government is trying to remove 

the street vendors); 

Ill) be a seller of fruits and vegetables (which represents 

the poorest of the market); 

1.) live in the capital; 

v) have an identification card; 

vi) preferably be Pn unwed mother; 

vii) have worked in the market for at least one year; and 

viii) at least 50% should be literate (due to the objective 

of developing a self-run organization). 

COnce the 50 beneficiaries were selected, a loan document was 

signed by each one and the revolving credit fond was lint into opera­

t Ioi. 

Since ASEPADE now has more than a year's worth of experJence with 

the vendors, the following process is used to select new beneficiaries: 

a) 	 Initial Contact - very little effort needs to be spent on 

promotion since ASEPAIJE Is known in the markm'ts and the ven­

dorn make the first contact. 

b) 	 Recommendations - current beneficiaries are asked whether or 

not they feel the new candidate should be allowed to enter 

lIto the program. 

c) Investigation - if the recommnendations are positive, the 

new candidate in asked to complete a questionnaire (Annex 3), 

the data on which will be studied during the selection. 

d) Selection - the selection is less rigid than it was at the 
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start of the program. Vendors of grains may now be in­

cluded, an address within "Tegucigalpa Is no longer a re­

quirement, a vendor need not occupy a stall for a full 

year before bfing admitted, nnd the 50% literacy require­

ment has been waived since too many women would be re­

jected. ASEPADE feels that there are alr-ady enough li­
terate women In the program who would be capable of run­

ning a cooperative. Finally, priority is given to those 

vendors working wil, money lenders.
 

'the above selection process 
 takes approximately three days, 

after which the applicant receives her first loan. 

2) program Mechauisms 

a) 7lie oan Fund- loans of US$25 were provided to the Initial 

50 beneficiaries. 
 The payback period was 
ten days at 2%
 

(an compared to 20% charaged by the money lenders for 20
 

to 30 days). Collections 
are made 
on a daily basis (in­

cluding Saturdays and Sundays) , with payments being noted 

on a card that the vendor keeps and the corresponding card
 

that the ASEPADE collector maintains. Once a loan Is repaid, 

the vendor automatically receives n new loan the following 

day. 

The table on tihe following page presents the flow of funds 

since the start of the program.
 

The declining number of approved loans and beneficiaries is
 

due to a problem of liquidity of the loan fund: 
 it was quick­

ly found that $25 did not satisfy the needs of the vendors, 

i'\
 



-192-

Bene- Amount Anoun t 
Month Loans ficlarles Loaned Col lected 

October 1978 92 50 US$2.950 US$2.041 

November 72 50 2.962 2.886 

December 60 41 3.480 2.674 

January 1979 58 39 2.817 2.109 

February 46 37 2.615 2.744 

March 55 38 3.137 2.937 

April 40 35 2.350 2.538 

May 41 39 2.850 2.874 

June 73 51 4.537 4,.384 

July 83 54 5.789 5.859 

August 68 55 5.450 5.318 

forcing them to request additional funds from the money 

lenders. Loans were made to the better-paying vendors, 

further tightening the liquidity of the proj!-ct. Exacer­

bating the problem is the fact that December in a time of 

high sales since 0arlotmas shoppers huy more expensive 

fruit (pears, grapes and apples). Tlie women need larger 

loans In order to purchase these fruits. To partially 

alleviate this problem, ASEPADE (1) lent US$1.000 to the loann 

fund (of which $500 has been repaid);(2)eliminated all women 

wio were not as prompt in their payments (taking, for ex­

ample, 25 days Instead of 20), thus allowing higher, more 

effective loans to be approved to the remaining women; and 

(3) raised, following the approval of the heneficiaries., 

the interest rate from 2% to 5% per loan in order to In­
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crease the lonn fund at a faster rate. Al of August 31, 

1979, US$1,650.07 have been collected In interest, more
 

than doubling the tnci il Jonn fund. AS a result, there 

Is greater flexibility In the approval of loans.
 

The 
 current loan guidelines are as follows: the first.three 

loans to a new ben,!ficlary are for US$25 for ten days each. 

If the recipient repays the loans without excessive delay, 

she receives three lons of US$50 for 15 days, followed by 

three loans or US$75 for 15 or 20 days until she reaches the 

loan celling (currently US$150 for 20 days). Again, these 

guidelines since the need for 
flexibility Is recognized.
 

Nevertheless, 
 the payback period is set nt 20 days to en­

sure that loan recipients utilize the money as working
 

capital Instead of 
for some purpose outside of their busl­

niess activity.
 

A iecond source 
of loans based on savings ia being initiated 

thccough the ASEPADE program. Tue program beneficiaries 
are
 

being encouraged to aave a nominal auin on a daily basis in
 

two savlingc plans: 
 one plan disburses the savings at Christ­

mas, n time when the women need extra money not only for 

their stalls but also for their families, and another allow­

ing loans to be granted with a maximum value of twice the 

total amount saved by the individual in that plan. These 

Joacc need not be used as working capital for the stalin. 

licesavings program began in September, 1979 and no loans 

..i?
 

http:US$1,650.07
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have been granted mo far under this system. 

Finally, ASEPADE has begun to experiment with different 

types of working capital loans: to provide a sufficient 

amount of funds to one vendor who wished to expand her stall, 

a 30-day loan of USl00 was granted which would be paid 

back in one installment at the end of the loan period. The 

experiment was successful. 

b) 	 Educational Courses 

ASEI'ADE believes that an effective strategy for improving 

the quality of life of the vendors must include nppropriate 

educational courses with the dual objective of (1) teaching 

them how to increasje their income from the stalls, and (2) 

informing them of the advantages of cooperation, thn pre­

paring them for tihe future cooperative. 

The initial mechanism for giving the coarses Involved group 

meetings with all 50 beneficiaries. Six-hour coairses dealing 

with project information, human relations anid anles, proper 

handling of fruita and vegetables, etc. were given. Ier'hn I­

cal assistance was provided by the Family Welfare linsilltuie 

of Honduras whenever needed. 

Given the diffliulties of educating Aarge gronps of people 

with little previous schooling experi ence, it was decided 

to work with smaller groups of vendors for each course, thns 

increasing effectiveness as well as costs. 

A further educational mechanism Is a bulletin printed each 
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month by ASEIADE for the market women (Annex 4). Interest 

Ila" been 50 hgh that ASEPADE mout print extra bulletins 

for those people' who do not yet participate In the program. 

Illiterate beneficiaries ask their neighbors to read their 

copy out loud. 1i Is through thin bulletin that ASEPADE 
hope" to further educate tihe vendors In such area as nu­

trition, health and cooperativionr. 

ASEPAI)E in aware of tire diffico1 ltien In providing courses 

to the mi.rket women. Attention spar, interest, ability to 
be away froms their stalls and simply being tired are Impor­
tant factors affecting success. Appropriate materials also 
rep*i-,,ent a problem since outside experts who teach certain 

areas often de not ftully comprehend tire economlc situation 
of the listenerq and who therefore suggest inappropriate no­
lotions to their problems. Nevertheless, &9EPAflE Is confi­

dent that relevant educational materials can be combined 
with an effective presentation to produce courses that will 

benefit the market women. 

c) 1he Formation of a Cooperative
 

Since creating 
 an autonomous organization Is an important goal 
of ASEPADE, they involve tire women In tile decision making pro­
cess 
to a great extent. 
 A committee of four beneficiaries 

las Ieen formed, which Is responsible for suggesting improve­

1' 
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ments In the program and Informing the remaining vendors 

of new efforts to be discussed with the entire group. 

The Idea of the savings plans, for example, came from 

one of the vendors during a committee meeting. Since a 

seat on the comaittee in n temporary one, all the women 

will have an opportunity to serve. 

Some of the educational courses e14plIasJze the practical 

benefits of cooperation: the course on family budgeting, 

for example, Will encourage the vendors to prepare their 

own lunches Instead of buying them made at the markets. 

A group of four or five women woald share a small ~toave. 
Savings would result, thereby providing an effective de­

monstration of the benefits of working together. Othlr 

poasibilitiea Include pooling funds cacti morning, enabling 

produce to be purchased In larger quantities at dincouot 

prices. It In through such practical demonstrations, III 

conjnn,.tlon with more generalized .,suons cacti month Ito 

the bulletin and during courses, that ASEPAIIE plans to 

promote an,! eventually develop a cooperative.
 

F. Future Plans
 

ASEPADE plans 
 to increase the number of beneficiaries in Tegnci­

galpa from 50 to 100, simultaneously exp nding Into the Kennedy and 

San Pablo markets. A two-year Jonation of approximately US$50,000 Is
 

being solicited from tie Inter-American Foundation, which, If approved, 

till provide the necessary funds to finance the expansion. In addition 
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to Implementlg the same loan procedures as are currently used, the 

mt'l Iowlng educational areas will be taught:
 

I) the work of the vendors: analysis 
 of how their work 8 Struc­

tured aind how to lmpr,)ve its m.aijgemenlt;
 

2) humn ind socil development :I"man dign Ity, 
 motivation, Helf­

eva- lit ion, Be(rch for a1ternaiives;
 

J) hine ecoiumi(s. 
 family budgetin ., diltrf btltoln, nutrition, 

health, hygiene, preparation and conservation of foodstuffs; 

and 

4) organizations: cooperatives, unions, other forms of associa-

Sice (I) the levels of illiteracy 
limits the effectiveness of work-

Ing ililarge groups, (2) periodic and aiStematle meetings are difficult 
h rgail lze givei the type of work involved, and (3) the type of educa-
I fIo coonaIdezed by ASEPAiiE to he most needed (i.e. cost control, Bales, 
iinvtltdient Istrategies) calls for Individual assistance, educational me­
thodol(gle j will be modified. Aditional social promoters will be hired 

who will he responsible for working with 20 to 25 vendors, both In groups 

dulg ciourtien as well as Individually. 

hi'Jally, the number of beneflclarles receiving loans will Increase to 
I51) durlng the second year of the possible IAF funded expansion, and a 
Pre-:o-oeratlve of the vendors will be formed. It In projected that in 
uhlie, years the program will be self-auutaining with a legally recognized 

iind fllly f[uctionlng cooperative. 

As far as replicating thie program In other areas of Hlonduras, ASEPADE 
eventoally hopes to set lip a program In San Pedro Suln and perliaps otlher 



-198­

cities. As a prerequisite of replication, however, a study of local 
con­

ditions must be carried out to determine those special characteristics 

of a region that would have an effect on the project. For example, it was 

mentioned earlier in this document that Intermediaries in San Pedro Sula 

played a much more prominent role In setting exces ively high prices for 

produce: a program In that city might conceivably concentrate more on
 

searching for anternaLIvesi within the distribution channels as a mecha­

nism for improving the economic situation of the vendors.
 

IV. OiGANJ IZATIONiAI, ASSESSHEINT
 

Workf low
 

Te thitaff of two are busy, but efficiency could be improved. The 

accounting system, for example, has a substantial degree of double work: 

ne soggenttoi made will save the person in charge of loans 40Z of his
 

Lime per week without affecting system reliability. Such duplication
 

can be expensive. 

Se:lt;e of Commitment
 

Very high. Pay is low and 
 the hours are very long, including
 

Saturdays 
 and 3 hours on Sunday for the loan collector. Also commit­

meit must be present in order to enter the markets every day. in­

cidentally, tihe one change of staff was by management decision since 

sihe was being too paternalistic towards the vendors. This ling been thp 

only ttriover. 

l eree of Atooy, 

The nmst important decision that is made is wlhetho~r a new womnan 

should be admitted Into the program. Although the director looks at 

the questionnaire, the social promoter makes the decision. 
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Stal f 

The promoter ani loan coordinator have tile equivalent of higha 

scho1ol educat ion with a specialized field of study. The promoter In a 
a black u-wed moither and the loan coordinator is a white 2B-year old 

uemi-accountant. Given the nimpliclty of the tanks to be carried out on 

a nafly higlIs It Is clear that such a progrnm does not require high
 

skill levelt; for staff 
or a very great competency Iii a technical field. 

There Is good rapport between the promoter and the vendors. The 
loan collector is liew and has not developed much of a rapport with tile 

beneficiaries. 

The main weakness of the ASEI'ADE program, howevet , lies In Its 

edncat h.iaill inltatives. They apparently don't take their own advice 

sbot listening to the vendors since the Ideas that come from them do
 

no1 mesh with the pre-conceived inot ions of 
what should be taught. 

Altlough health, personal hylene, nntrition, etc. are Important and 

ilecetluary topllca to lie tauolit, after talking with tile vendors I came 

to tlie i:oicIluson that thloue topics dealing with the economics of the
 

btillu are th Ilalroprlate and unwanted. 
 Firat, tile business aspects 

( it(ll!h tal (14iii t really lend themselves to scleiitific management 

plroceint ea: .ny Bemli-troctured accountlng sys tem. for example, is 

Iolll:bs becaline the women will never do It; furthermore, they already 

riontliol their al.ccouncta with their aprolln pockets, as explained In the 

text. hut the maIn argument against sich courses 
in tie fact tiat the 

velndlis lieVer inelIon them when asked what they would like to learn: 

ciiiikliig.
iewliig, fllower arrangements. They want to learn these things 
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In order to have an additional source of incmtne.* Imp1ovizng the 

management of the stalls will Increase their Incomes only marginally 

unless they start selling to restaurants (an ASF"ADE idea). The 

vendors are looking for secondnry activitles an alternatives sld 

ASi.i'ADE appears not to be responding. GIven tie amouzn t of non-productive 

tine the vendors have avnllable iasthey wait for customers, stimulatln g 

secondary activities appears to be 3 viable way to generate additional 

incomes, pousibly hzving subhstantial impact on their earnings. 

Project llnuultu 

The training courses which are so important to ASEPAIE invei't 

really changed anything. After 12 months, one would expect that the 

stalls of the beneficiaries would be better organized aid have a nicer 

presentation than the otherz, bzut thu Is not tile case. Money han, 

however, been saved ttleto tie lower Interest rates ol the lIns. S(mllle 

of the wouen must be partIcipating iz the program precisely because of 

the lower rates, rather than for other more "social" motivation, and 

ASEPIADE accepts thin. Finally, the formationz of cooperative will most 

likely present serious organizational difficulties since the ilde was 

Initially ralsed by ASEPAI)E. If anything has been learned about coop­

eratives, if it is totazlly created and mzaiged by individuals otlsith 

the cooperative It has already taken the first step towards eventual 

failure. While ASE'AI)E is attempting to provide practieal ditisoitrntionS 

of tie benefits of cooperation in order to stimulate interest it the eo­

operative, this may not be enough. Host of the women are happy with the 

program al put up with the occasional meetings (17 oul of 55 part ci-nted 

This finding coincides with those of the trainig survey done in San
 
Salvador by PRIDECO/FFI)ECCREI)ITO. See report in this volume.
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liu the ole). lut wahet askedhli I ont wolma wilt) hai been with tie pro-
Ject aloe tile be l"eosog If "lhe war wetl tiler tin a year ago, ahe suid. 
itilte simply, "No". She may have remained at the same level due to 

EIPAI)Es origlinil policy oif provilig lolns of equal amoutits of $25. 

Now, however, new guld l en periodically Jiicreanse the luau amoutt; 

nd paylback period giving more pi)s.i9iW IILies for buinoesa expaailot. 

LeitiOn Learied: 

Leunono can lie learned frin the ASEPADE experience about effective 

6trtugleu for fli tog thlis type of program, as well a muintakes
 

whlil 
 sholi d be ivulded: lliey are: 

1. Skip)i ller eVilIt II made avallable to the vendors throiph wholesalera 

Il IIeI(.ln, iII trll:; diveolped over yenrs of dlelig togethior. Repay­

imi fi not rible. Appr'l.ul |basedli credit meelia|mn1 are III evi­

iII v i)yt I orma Iln several dliferenit prograujii described InI the 1La­
tiii Pairlin canie ;tijlien ain well as several of the Asia cansen. Personal 

ic latIollihijlm mid ;le tiist hetween clleints and creditors c .i be itt-

Ii zedi ut'ccen isfully by credl t programs deal lg with very poor people who
 

lick imirially neteele
 
d col linteral. 

2. 1ii I ig, capital lon:i ore Important IIl order for vendors to reduce
 

ihe~r ltisi h
by decrecang IntereSL paymenta. dlowever, greater cost re­

hl iot, itii be obililed through 
 pooling capitalI by the vendors In some 

forml of glnpll- puossIlily a bIuyers cooperat VeO-allo ilug vendors to get 

ltuoaltily dilscitti or by-passing wholesalera and other expenslve aup-

Ill I-r ciil'dIt iources 

il~
 

http:Appr'l.ul
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3. Credit which 1H providing sufficient lienefitL to the enlreprener 

will becorme nelf-pronuoting eventually having the effect (if reducing 

agency costs for this service or ellablnlog the agency to expand It" 

coverage. 

4. Very rapid analysis of I'ans to the very poor can lie done qulickly 

and proccanit, need no t be! a it-ngthy tank nor exlensive to ariullointer. 

5. liepayment of Ioann to vesidorn (and by exten sion to liiforimla sedtor 

entrepreneurc In general) lnilially smhld be calculated on a dlly (or 

other ilort tern) baaIn reflecLing the frequency of Incomme of th veli­

diira an that they will know exactly how much inout be saveil on file short 

term in ordcr to pay off the l aa piatntally. 

Savt HobflLlaL Icii for Low hjico)[e i'eople 

'Iirough credit programii once people have can;i flexibility and Pre 

not aa strapped Jubjt to make dally piurchasen for their biunlneila,.- or 

food, they seem toi lie priiiie to entering nVIigOs aid loan prograllel. (lice 

they call iee the way clear to nave a small portion of their eariulilgia they 

will be more willing to lis ten tri Idean such as formaliz, d iavings based 

cred I t. 

TraIn Ing 

1. Market vendora may prefer other types of education rat ler thii ma­

nageinent or administratilve trailnig since often their principal de Ilrem 

are to learn other skills as complenieitn their vending activitien willcl 

will generate addltional Income. 

2. Training for largely Illiterate people houl lie do(e Ii tnll grollp. 

If large groups are usel many people will not nanilrilate the materials. 
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Staff does not hV, to be made up Of highly trnlaed people to carry
toIt the d"ly functionn of the organization. What ia moast needed IF a
builh: level of cl.peLtency conilled wIth a good level of commttment ,Ind 
initerest In the Leek to hle done. 

ila_ takeu 

IluLakeit whi(h cs n be mtrade Ini this type of program according to 

projec t ataff Intcilutde:
 

1) a psternailtLtc attiLude;
 

2) tioo much ooli denre In tie vendors; 

J) ai feelln;; of aup.'!lorfty oil the part of the program staff; 
4) the creaLtion itf iig expleettorta,h il|ice the pi-leact is trot 

goll to :tilve all of their problems. 

Stitegi es
 

Key straitelies 
for working with the vendoro, outside of the all-
Impirtaie Ire lI tinary atitdy, can allibe focused Into ante: the necem­

f1Jty to liltitle tit. henefhcl.rlen itL tie deelislon making process from 
(Ily vite si that they ilay develop thte I., that the project belongs tothe'm. It ,ihlaIt, i,,hleveJ, the same beteflclarlep will dictate those 
°pet limitI~l litraiteglet wlil;i will' have the must succees. Prom the or­
gooiIinLlt|°t ti Iithut of view, It In a philosophy of actively responding 
o ueet as cittetalI ly defined by the benefIcrt-,e . 

A rilplehiilve progran wolId almo Include strategies to help the
vetloiur biancth tiff into other econonic activities. A doubt il t be en­
tertialed cttnt:eritlig the global efficacy of providing assistance to a a Lect -ut- trs-g Lt-- Itt a relatively small market: benefits 
tor some 



may cause ddmage to others. An example Is a special loan given t., a be­

neficiary enabling her to buy a certain vegetable In larger quantities, 

later reselling It to other vendors and, finally, to the public. In ef­

fect, are has eliminated, for herself, one link in the distribtJosral 

chain since she has become an Intermediary. This should Increase her 

Income, but If we assume that the total level of sales of that vegetable 

iII that market is relatively constant over time, her Increased purchases 

could cause decreased purchases of another vendor who had privloun;ly 

placed herself in the position of ail Intermediary. Tie global benefit 

would be zero. 

Although such negative Impacts have iout been detected, they represent 

a potential problem for the design of future programs. It in for this 

reason that secondary economic activities should be emphasized III such 

programs of market vendors: time Is plentiful, nnd nay substantial Ini­

crease In income of one group in tihe marketplace due to favorable lend­

ing programs coild conceivably cause dctrimental results to other groups 

witin tire same marketplace. lie fact that sales are stagnant Iii Tego­

cigalpa is a further argument for brancing Into other nctivi ties. 

Excessive concentration oil the buniners of buying and selling 

foodstuffs may be inappropriate If Increasing dit;posable locomen Is a 

project objective. No matter how efficiently the vendors lea'n to rul 

their business, they will still have plenty of usable the our their hands. 

In conclusion, the project Is a good one which could be replicated. 

Major adaptation would involve gearing the education program more directly 

towards the well-thioughtout desires of the ieneficiaries, and a rethJnking 

of the cooperative idea, which has very good motives and Is ail interesting 

possibility, but which deserves a great deal of care Jo effective Imple­

mentation. 



1975 

(,iea! VariatioC4n Percentages) 

GN? 

CC.SL.iON 

TOTAL Sn.7,ST?.-2 

PLBLIC INVESTMENT 

E....RTS 

LI-ORTS 

1975 

Fall in actviry 

Important Increase 

Moderate increase 

Satisfactory Rise 

Continued Fz11 

Contraction 

-0.5 

7.9 

5.8 

8.2 

-7.0 

-4.2 

1976 

Recuperaion 

Accepable increase 

Considerable Rise 

Greater increase 

Strong Recuperation 

Slight Increase 

5.6 

7.9 

13.2 

14.1 

10.4 

0.6 

1977 

Consolidation 

Sustained Increase 

Continued Dvnamism 

High Increase 

Contraction 

Increase Consistent 

8.3 

5.9 

10.1 

17.1 

-1.9 

13.5 

BALANCE 

PRICES 

OF PAY"'YErS Strong Surplus 

Considerable Inrease 

---

8.1 

Greater surplus 

Less Inflationary 
5.0 

with Economic Develop­
ments 

Strone Surplus 

Renewed Inflationary 8.6 

Pressures 

Translated from: "Honduras en Cifras" :?'! - 1977 Banco Central de Honduras 
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AnNNE X 3 

ASESORCS PARA EL VESARROLLO
 

ASEPAVE 

GUIA VE INVESrIGACION
 

M(tRCA L'Q 

1. T~n v~~eideA' en meAcadoP-C 

bJ 

2. (Icti'fald de dbicj iio-e~te dia~iamente en comp'w de puidw-,to. 

3. C(Inno gjatu "Steil '11iiamiente en tu1 uetCaAi. 

4. T'tabaja coil pirtznji(tjA. 

si. - __ ___N-­ o -­

b	I A qll if4nelb te p'te4tan 

c~Cullpio paga de 'xed~toA din Lamen e~. 

20 (MI~S 

25 d(aa 

o njes 

5. Ole cantidad l (hdneAo nece4iti pa~a .t~abijA. 



SHa pemtado deJlat de~titabajaA con pIektamZhtLU. 
a) Motivoa ___________________ _______ 

7. 	L~eguhtA61" ingi4caA a nuek~Jw Pttwyeeto
 
siZ____________ No. _________
 

Raz6n________________ ______________ 

8. 	 E~ta d46puebta a a4Z5t a AIwnneA y cuuoA. 
No____________ S_______,__ 

Raz6n__________________________ ____ 

9. A que Izo~u podt azi.tLA. 

:0. 	 A que ho't a u.sCa'~L que te cob'wAan. 

FECIIA VE /A ENTREVISTA. 

INVEST IGAVOR. 

Xo6. 
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ESTIMADAS AMIGAS:
 

El 28 de septiembre cumplimos el primer aflo
 
de haber iniciado con ustodes, nuestro pro­
yecto de "Pr6stamos paiva Vendedoras del Mer
 
cado".
 

Gracias a la participaci6n decidida de uste
 
des y al apoyo financiero de Catholic Relief
 
Services, podemos decir quo estamos juntas
 
trabajando en este Proyecto que sin duda ven
 
drS a mejorar las condiciones do vida do to­
das las que participan en 61.
 

Un aio despu6s, vale la pena recordar quo
 
uno de los principales objetivos del ProyeS
 
to es "crear un sistema do pr6stamos que 
las libere do los prestamistas". Este obje
 
tivo y los otrus que tiene el Proyecto, (in!
 
camente podemos lograrlo con la participa­
ci6n efectiva de cada una de ustedes.
 

Nos queda mucho pur hacer y mucho que apren
 
der, todo 6sto solo serg posible con el de­
seo, la voluntad, la cooperaci6n y el compa
 
fierismo de todas ustedes.
 

Este otro afio que iniciamos en este momento,
 
requiere el esfuerzo de cada una de nosotras.
 
Esperamos contar con su valiosa colaboraci6n
 
ya que sGin ella, el proyecto no tendri 4xito,
 
ni raz6n do ex'Istir.
 

b 
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1. 
 PROJECT IDENTIFICATION
 

A. Name and address of Project,
 

I) Ec4adoriao Social Development Institute (INEDES) 

Calle Andaihci 414
8 and Cordero 

Ooito, Ecoador 

Telephone: 
 528-457
 

R. Name of INEIDES Director: Dira.Isabel Robalino
 

C. Other People Interviewed: 

Teodoro Peia 
- Director of the Department of Urban
 
PromotonAlejtandro Corral - Area flead for Cue-Ica 

Jos6 Castillo - Area hlead for Loia 

Frederico Mtjioz - Promoter in Cuenca 

1l5ximo Castro 
- Promoter for Loja
 

Fernando Verdesoto - Promoter in Quito and Ibarra 

1). Dates Tnterviews field: 
 October 1-11, 
1979
 

E. 
Report Researched and Written by: 
 William R. Tucker 
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II. PROJECT DESCRIPTION
 

A. The Organization
 

INEDES was founded in 1964 as a service to help "popular groups" and
 

worker movements integrate themselves more 
 fully into the socio-ecolloioic
 

mainstream of Ecuador. 
 It is a private and partially political foudation
 

which proposes to:
 

1) promote systematic studies which 
 apply Christian principles to the 

process of development and organize, with the same objective, 

work groups and educational coursen;
 

2) traiin professionals in the formulation of demonstrative, integral 

models which will have a multiplier effect In social as well 

as economic term.9; and
 

3) offer solutions to national 
 problems through the execution nn.i 

assistance of specific development projects.
 

The Depnrtment of Urban Promotion (DPU) if INEDiES Is rpeponaible for 

promoting tile specific development projects and as suci, was the focuq of the 

present study. 

Tile DPIJ concentrater on the promotion of popular organiizations, Ile 

most common form of which is tile cooperative. INEDES concludes that there 

are two primary reasons for choosing this type of organization:
 

1) socially, the member 
 are involved in the decision-making processes 

and are therefore responsible for their own suoccess or failure, 

as well as the fact that nnn-economic problems can be solved by 

people working together; and 

2) economically, people pooling their resources can accomplish more 

than if they choose L, continue independently, eapecially in 
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the case of housing cooperatives. 
 Furthermore, in the case of 
prodilction cooperatives, the workers own the capital stock of 
the enterprise- ownership sharing models benefit the worke.­
since hin capital grows if tie bosiness develops successfully. 

The DI'l views par icipatioo, notll help and self-run management as 
being he key elements in the ac.ieveme.it of efficency and stability 
itn a cuitomnity organization. Partic ipation is vital since it involves 
the beneficiaiies in the definition of their problems and true necessities, 
ll well . thl' determination of objectives, methodologies, etc. The 

siecIN' Isil of I'litie] help incorporates each member fIt the format !on of 
tle OrgallizilztiOn -'d ill collective actioas, be they land preparation for 
the colst rilction of houses or the part icipation in a course. Finally, 
sel f-mirnigeent t impl ies the ahi Iity of the organ izat ion to choose, manage, 
organize fndl evaluaLe those lprojects which will benefit the community. 

The history of the DPU, however, demonstrates that problems with 
metl.dlgies may arise eveo if the above three elementq are incorporated 
into the over-all straetegy. In 1971, the Department was created under the 
nase of the Secreta ri t of Urban Services (SSII). At this time, INED-S 
deeided to concentratenot ont houning cooperatives since they tended to 
dissolve once their objective hail been aronmpiished. Since INEIES pre­
ferred prolgrams with a higher degree of continiity, the SSIl focused its 
efforts on prohloction groops. Eight existing groups were selected (2 lottery 
sellers' groups, 3 brick production groups, I craft group, ant. I food 
cooperat ive) . The nliinber of membeein these grops varied between 6 
loil 15. ile principal mechanism for assisting the organizations was 
in [lie form of soft loans, paid in advance of any' concrete investment 

http:ac.ieveme.it
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plans and In the spirit of "good faith." Contractual relationships 

were not formed.
 

It is necessary to emphasize the approach used by the 5511 with 

the beneficiaries: the image crented was one of an institution, with 

certain political obijectives, that wanted to "help." The loan reci­

pielnts gradually disappeared and IIS$50.000 were lost. 

INlDFS decided that a Iore businesslike image wan preferable when 

operatiug with credit mechanisms. It is important to develop among 

tie clienta that repayment be expected and will be enforced. Also,
 

when working with money, contractual relationhilpa are better than
 

acting onder good faith.
 

DI'll's 

which the SSIIwas termsinated and the Ecuatorinn Center for Urban 

Services (CESUl) 

The secoid stage or"the development started in 1974, during 

was created. Although CESIJ was initinted by TNEDI.:S,
 

it operated independently. Several 
 key elements in the methodology 

of the SSU were chanped ii an attempt to improve results: 

1) larger production group.q were selected; 

2) a more formal relationship with the beneficiaries was 

established; and 

3) business mochaniniuw were utilized to determine project 

feasibility before loans were provided. 

During thi period, offices in Lola, Cuenca snd 11obamlun were 

set up. Viable prodction groups were located through the Ecuiadorian 
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Center for Classlot Organizations (CDOC), a political entity whichpromotes cooperative development. 
 Courses o cooperativism and start-up
loans Were provided by CESV to Seven cooperatives initially. A totalof US$81,0 was lent to these organizations the majority of winch was 
saldbelueotly re~paid. 

Althoogh it higher degree of success wan achieved with CESU thantne SS1,with problems developed. CEDOC was still actively involved
with the groups It had formed, and an Ideological dispute witlth CEDOCseriously affected tile cooperatives, consequently disrupting CESII',programs. Furthermore, CF.S1 was apparently unable to locate additional
viable production groups willing to accept technical asilstance andeducation along wilh the loans as a reqiremnt of CESU support. SinceCESII would not provide funds witihout tile complementary services,

limpass an was reached. It Is at this point In 1976 that the Department of 
Urbasi Promotion (OOI) was established. 

Given the paucity of appropriate production groups
114! 

tv work with,Dii'i decided to form its own groups. Due to the difficulties ofmotivating people to produce columnally, It decided to form housing
cooperatives as a 
 first step, since the Jack 
 of adequate housing was
tine deepest felt need of the projected beneficiaries. 
 Cooperatives

wuld be formed, Individual's savings would be channeled 

fond, 

Into one

land would eventually be bought, the members would work together

preparing the land thereby expeilencing the practical benefits
atin", aid of cooper­shops would be created to provide cement blocks, tubes, doors, 
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etc. for the construction. These shops would serve the triple purpose 

of (1) reducing construction costs, sinze the memhers thems;elves
 

would work there; (2) 
 provide stable employment for the underemployed; 

and (3) develop the basis fei nore formal production groups once the 

construction of the warhouses completed. 

Although the IPU still works with -hree production groups frow
 

the CESU era, primary emphasis Is placed on the housing programs as
 

mechanisis 
 for generat lng employment through the development of new
 

productiu groups. Area offices currently operating in
uure Loja and
 

Cuenca/Azogues 
 In the south, and Quito, which also covera IMarra, in
 

the north.
 

A general description of the steps In the DI'U methodology follows 

an well as a review of the current situation II each area, Involving
 

in some cases, both housing cooperatives and older production 
 groups. 

B. The Programs 

1) The h1ousing Cooperatives 

To initiate a cooperative, a specific sector (e.g. people 

who work In the markets, municipallty workers, etc.) or particular 

geographic area selected andi a study is carried out using the 

questionnaire shown Annexin 1. In addition to collecting base 

data about the target group, the objective of the study is to 

personally explain the idea of creating a housing cooperative and 

to Invite the Intereste, people to a general meeting. 

If[
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The general meeting is used to explain In greater thedetail 

purpose of forming the cooperative, describe the steps through 

which tie members will pasn before receiving a house, and list 

the advantages that participation In the cooperative can offer, 
the primary one being housing at reduced coast due to buying large 
blocks of land instead of small parcels, and member participation 

In land preparation and construction In production groups. 

If interest Is generated, a pre-cooperative is formed during 
which provisional directors 
are elected and the specific steps 
through which a housing cxooperative must pass are explained. lhe
 
first action Involves the Initial capitalization of the cooperative:
 

the amount to be provided by each member is decided by the isksembly 
Itself. Appropriate monthly payments are also decided on to com­
plete the savings plan. It Is explained to the members that a high 
.level of savings will enable them to purchase the necessary lano for 

the construction in a shorter period of time. 

lite following step involves the legalization of the cooperative 
with the corren)ondlng public Institutions. Official directors are 
elected as are the necessary committees. Monthly meetings are held 
to inform tie members about 
the level of savings, as well as 
to main­

tau, motivation and cohesion within the group. 

After a number of years of saving (depending on the level of 
monthly deposits and, consequently, on the relative poverty of the 
members) a tract of land Is purchased. If tile land has not been
 
developed, the cooperative organizes tile work, with technical as­

/ Y/
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istance from INEDES, that can be done by Ltie members working to­

gether on weekends. The land must first I.- leveled, streets marked 

and the area divided Into Individual ;ots. Sewage ystem, elfC.­

tricity and water are then brought in. At [is n tioge, shops for
 

producing the ceiment Luben and blocksl ate Lurted, thu proi dng
i 


work for underemployed memnbers as well as reducing uterial eosts
 

for the construction. (Cement 
 blocks produced by Ltie productio
 

groups will be 40% cheaper.) Woodworking shops are added to pro­

vide doors, window-frameuen, st-lireaueus, etc. for the houna. 
 Finally, 

the construct ion beginu. 

Once the houes are completed, a raffle Is held to determi ne who 

will occupy which home. Front the beginning, nuo le knlown whlich 

lot will eventiualty belong to him.k 

Finally a eomuaiity center Is buillt to hold cooperative meetlng" 

so that other problems that can best be solved by working together 

can lie discussed. An wan previously mentioned, tie I)l'Il's stralegy 

for creating the hoiniug cooperative is to form cohesive gronups no 

that other prob lems, speeIfically under and unemupl oympnt, can be 

solved. "lie " -t that Lite members have houses Is sc,ondary, no the 

community center Is vitaul to maintain continuity. It In at thin 

point also that the shops are Initially set tip to bolter the con­

4trumetion and begin to operate an independent econlicu eot ities with-

In a cooperaltive tralimework. 

It is obvloun that the longeit period of time occurs during tie 

*See Annex 2 for a dltecusnion of the houses. 
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savings stage. Approximately two months elapse between the ini­

tial contact with the projected beneficiaries and the naming of 

the directors. From that point on, years pass before the coopera­

tive has enough money to purchase land. 

Area Situations: 

The city of Loin, in the south of Ecuador, with its 350,000 

Inhabitants, has an estimated 300 jobs it the industrial sector: 

the city lives off of conmiercial activities. INEDES has operated 

In Loja since 1975 and has had the following experiences with five
 

housing cooperatives, all initiated Ins1975:
 

a) 
Ilie"Clodoveo daramlllo of 1Ul)" Cooneratlve run bv a
 

priest, was 
formed with the help of INEDES and eventually 

included a total of 800 members, varying in profession from 

high school instructors to doormen. INEDES organized occ­

siv-ultcourses on cooperativism and provided contacts and 

asis:Itance for the legallzation pk'ceanes. In 1978, the 

cooperative decided to buy land. 
 INEDES objected to the 

purchase since there was insufficient land for all the mem­

hers: the purchase was made anyway nnd 200 of the poorest 

members, alolig with the DIIU In loja, broke contact with the 

cooperative. 

b) The "l.a lnmaculada" Cooperative run by a nun. was formed
 

with the help of INEDES and eventually included a total of
 

400 members, primarily market vendor,. 
 At the nun's sugges­

ttn, the cooperative decided 
 in 1977 to buy land. The DPU
 

opposed the ides 
since the lanud was far from the city in a
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hilly area, making construction more difficult. The cooperative
 

persisted, the DPU btoke contacts, and the purchase was 
executed 

in 1978. The cooperative currently wants to work with INEIDES 

once more, primarily for the contacts tie DPI) has with the new 

regionrl director of the Ecuadorian iousing Bank. IN[I.S in 

willing to help.
 

Tilefollowin three cooperatives will combine resotirces to buy 
a
 

large tract of land currently being developed by the [ uinclpalltv:
 

c) The ".a Zarza" Cooperative started when the DU in l.oJa heard 

of the local government's plans to develop a large tract of land. 

The approximately 15 families that lived on the land at that 

point in time were contacted by INEES and encouraged to form 

.he :ooperative. In about three months time, a total of 180 

members were participating in the savings program, mostly street 

vendors. Monthly savings etarted at S$6.00 were later increased 

to US$8.00. Current savings amount to IIS$/4,O.00. 

d) The "Yaguarzongo" Cooperative was formed by market vendors with 

i)PUassistance. Thie savings rate is tie same thatan for tile 

above cooperative, with tile total balar.ce currently US$35,000 

(since thin cooperative started after the Cooperative l.aZarza). 

e) The fi nal cooperative formed with DPU assistance is called the 

"United Front of Municipal Workers and Employees". There are 

70 members and tile savings rate Is the name as tile above two 

cooperatives. To date, tiley have saved a total of II.5S28,000.
 

It is the DPU's plan to increase total savings at the three coopera­

tives so tilat they will be in a position to buy tile entire tract of land 

http:balar.ce
http:IIS$/4,O.00
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once the Municipality has finished developing it. Unfortunately, al­

though the old municipal government wasl in favor of the I11EDES plan, 
nothing was mnde official. 
 Tle 'iew administration wants to sell the
 

land In parcels to the highest bidder once the infrastructure is in 
place, effectively removing the cooperatives an potential buyers.
 

INEDES plane' to oppose this strategy and even mentions the possibi­
lity of forced seizure. It is unlikely, however, that events will
 
reach this stage since INEDES has a key contact with the newly elected 
government: 
 the current Vice-president hai worked in 
the Department
 

of Investigations of INEDES for the past several 
yearn. It is 
rea­

sonable to assume that a more pacific solution to the problem in Loja 

will be found. 

Ihe city of Cuzenca is larger than LoJa, with a greater concen­
tration of industry and also a university. The DPU works with the 

following community organizations:
 

a) FJNCIPIC (I'rogram of Popular Iousing 
of the Church of Cuenea), 

which is involved in the program of the San Vicente de Paul Con­
fer-nce, the objective of which Is to promote popular housing. 

INEDES In currently organizing the construction of 39 houses for 
an equal number of families that live in a single, delapidated 

house In the center of the city. Entire families live in small 

rooms. Honey from the church has been used to purchase land 

and build new houser for 
those people. (The photograph acconr­
panying this document portrays the houses being built. Each 
structure consists of two living units and is the principal de­

sig of INEDE3.)
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The houses are being built by outside labor and it ia esti­

mated that the final purchase price will be US$5,600, aniappa­

rently low price but actually quite high. Half of the people 

will not be able to afford the US$56.00 monthly payment, so 

subsidies will have to be found. It Is hoped that wealthy 

Individuals will be able to be located who will finance the 

dJfference between what the occupant can pay and the real month­

ly payment. A further difficulty with this program is that the 

people do not want to move from their present location: they 

pay no rent and they are clobe to their work places, i.e. the 

streets of the center of the city. They have not actually par­

ticipated in the program to any great extent, the drive coming 

from INEI)ES and the members of the San Vicente tIePaul Confer­

ence, who own the run-down house in the center of the city. 

b) The Cooperative Ribera de Tomebamba was formed in 1975 with 

the help of INEDES. lhere are currently 158 members, with a 

maximum capacity of 200. lhere used to be a greater number of 

members, but the cooperative, In June of 1979, decided to cap'i­

talize at a faster rate and called for a lump-sum payment of 

US$200.00 from each member. 30% of the members woere unable to 

make the payment aud dropped out of the cooperative. li Septem­

her of 1979, land at a favorable price became available and the 

cooperative decided to buy. Unfortunately, a second "extraor­

dinary" payment of US$200.00 was required, forcing still more (if 

the poorest members out of the cooperative. Individuals who 

wish to join the cooperative at this time must depoait the two 

i1
 

http:US$200.00
http:US$200.00
http:US$56.00
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extraordin.ary payments na an entrance Ue. The purchased 

land cost US$160,000: US$48,000 was tile initial deposit, 
with b-$32,000 coming due In, December of this year (1979); 

US$80,OO0 will be (Jue In December of 1980. Conltruction 

suolald begin In 1981. I"JNVIPI(: will iinance, at favorable 
Interest rates (7% vs. the conunercial 12%), the difference 

between what the cooperative needs to pay its obligatons 

and what call be uaved by Its members. INEII ES has provided 

antnIsLalce fii organizing tile cooperatives, gave all 8-hour 

course to 50 memhers on cooperatlv lm "ndit March of 1979, 


Is also In charge of collecting 
the monthly payments by the 

memberH. 

c) I'lie Huusing Cooperatlve of Chacnbamha Is located in Azo­

goes, it town thirty mlnutes outaide of Cuenca. lere are cur­
rently 60 members, of which 1,0 are active and who will be tile 
hlunedlaite beneficlarles of hoanseaq. Each memler depos its
 

U$i.00/nionth 
 in tile cooperative, which Is little more titan 
a yniholIc gesture given the outslde help the cooperative has 
recelw.Id. Promoci6n Ilumana has provided machinery to make 

cement blocks and a very soft loan of approximately US$14,000.00 

for buil iding workshops at tile construction site; HISERIOR of 
Germany will donate about US$16,000.00 for buying tooln; the 
Church will donate the lnh for the shops and will sell its 

land to the cooperative for building tile houses (although 
work on the land has already begun, no price has been set); 

a tractor was borrowed from the local government to level the
 

http:US$16,000.00
http:US$14,000.00
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land for the houses. Iliemembers of this rooperative are 

poorer than thone of other cooperntives assisted by INEDIES 

in Cuenca several are micre-busineasmen, many weave hats 

for a living, some are widows with children. The presIdent 

and manager of the cooperative are both buslneafmen (shoe­

maker and carpenter) and see the possibility of using their 

houses as guarantees to secure working capital loans. Wo rk 

is currently underway to build the workshops that will pro­

vide cement tubes and blocks, doorts, windowframen, tLnIrcases, 

etc. for the construction. Once the housiies are Itcompleted, 

is expected that the Church will purclnae all of tie pro(dc­

tion from the workshops for future construct ion projects. 

lie final housing cooperative with contacts with INEIlES is lo­

cated In lbarra in the north of Ecuador and is called hilie "July 12" 

Cooperative. It las been in existence for two and a half yearn, 

has approximately 300 members, has recently purchasped land for 

US$100,000.00 at 
a very favorable price, and is preparing to net 

up the cement-block workshop an a prelude to the construction. 

The contractual relattonslip that INEDES maintains with these 

coperctives is exemplified in ;he agreement found in uinex 3, which 

stipulates payments t'- be made by the Cooperative "July 12" to the 

DPU for service performed. In this particular case, INEES is 

charging IJS$12,000.00 for negotiating the purchase of the land, 

planning the construction nnd organizing its completion. 

http:IJS$12,000.00
http:US$100,000.00
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2) 	 Vihe Production Cooperatives
 

Ms mentioned 
earlier, the Department of Urban Promotion also
 

wuorks 
 with 	three prodoction cooperatives, two in LoJa and one In
 

Cuenca. Alhioigh these organizations 
were 	 not formed by INEDFS* 

tIe DPI entesed into contct with them to 	provide certain technical 

asslstance aid colrses to strengthen the cooperative spirit. 

The large.;t and mo! nruccestfful cooperative In called ClACO 

(Industrial Complex of Cooperative Association -	 Compiejo Industrial 

de 	 AsoclacI,- Cooperat iva), which produces high 	quality furniture 

for offices and homes. Thle work of INEDES with CIACO can be broken 

down into the following categories:
 

a) promotional adtlvItlel, 
 consisting of courses about cooera­

tivism and hunin relations*; 

b) technical education, coordinated through the Ecuadori an Ser­

vice of Professionln Educatlon (SECAP). which Involved the use 

of 	wood-working experts to 	Improve the quality of the furniture; 

c) di rect techical assistance by INEDES personnel In the areas 

of accounting and flnancial planning; and 

d) 	 financial a;sistance. 1IS$40,0)00.00 was secured through the 

Cooperative Bank In 197H, US$120,000.00 was donated by the 

Inter-uercan Foundation three years ago, and INEDES itself 

lent US$12,000.00 to the members of the cooperative to help 

1he Ilstory and (higins of CAoperativism; lie 	 Principles and Coals ofCooperativism; Ways 	 of Organizing and Running Cooperatives; Informationabout the Legal 	 Aspects of Cooperatives; Information Concerning thetights and Notles of 	 the Members of Cooperative.. 

():
 

http:US$12,000.00
http:US$120,000.00
http:1IS$40,0)00.00
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capitalize the organization.**
 

It should be mentioned that. CIACO wan about to fold before re­

ceiving these funds: quality was poor, memera 
were leaving the co­

operative to work In the competing, privately owned furnitLtre fa-­

tory, there was no working capital and few markets. One of the prin­

cipal problems was that the cooperat/ve was be ing inanged nin a social 

entity as opposned to an economic enterprise with soncial enthln. The 

organizational structure was strengthened with the infitnx of cip ital
 

and the cooperative etarted to grow. At 
 tine start of the proenn,
 

there 
 were 30 melnlnern and 70 non-member worers; thenre are crirrini l ly 

67 meiniirs anid 97 non-mumber workers and markets art expand ll'. 

line production nL are 

line Indu trial Tailor Cooperative of Lu a (CICOI.) hi lieni in n xi­

tence for fourteen yearn. The cnrrent manager 

coopt,retive I Loa much smaller thain (IAtVn. 

has been with tine coop­

erative for five years, which Is the longest of any (if the presen mi-n­

bers. IlED'.S started working with the coohperative 1i 1915 when It had 

18 mnsrubern. INEIiES wavecourses on cooperatlviim, organized nIv­ned 

came responible for the accoiting aind helped ecin lmintlir for thie 

cooperative through the Ecindorian Development Bank (US$38 ,0(i0.0 III 

1977 and In currently trying to get a neconnd loan for alumo,t IIS$10(,OI) 

for two years at 10%). A major prmblem of the cooperativi was tnat 

people would ieon', meibers,nj learn the jot) Ad tinein lcave, eilher ti 

-A 'line loan was made directly to tilt! member no that the balance nheet 
of the cooperat lve woul Anhlw only the Increasne in capital, rherebty
improving the debt tin equity ratio, enabling the cooperative 1nt Ie­
core larger loanns for working capital. 

/1)3
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work Independently or as employees of others. INEDES has contracted 
a specialist 
for the cooperative to 
improve quality and Increase sales
throughout Ecuador. There are currently 16 members of the cooperative 

lhe second production cooperative Is called the Snn Jose Coopera­
tive and iJi made up of 16 carpenters. When INEI)FS began working with
the organizlt.i there were problems with the quality of the furni­
ture, so INElI'.S contracted oo a short-term basis a specialist to train
tile mebera. Also, courses on cooperatIvism were given. INEDES plans 

on "iliig thi cooperative for providing some of the doors, window­
fromes end stalrcaseu for the housing programs in I .ja. According totie manager of the cooperative, the main problem of the enterprise 

now is the lack of working capital for buying wood and additional ma­chlnery. INEDES, to date, iean no plans to provide financial assistance 

tu flie cooperatlive. 

It In woirtlhwhile di.cuaming that whila INEDES Is not a financial
Ilntermediary per re. it does occasf,,lially lend funds tinder the title 
of start-up loans (creditoo de arranque), These funds can be used
for eilthe, iinitiatlng new iusilesses, uch an the workshops for the
liiusiuill
proigram~i, or for Ilntiating expansion programs. Since none 
of the housing 

liscooperatIves yet reached the stage where the work­
shops are fictlonilng, all funds under this actlivi ty have beec hnn­
neled Into existing organlzations. These funds were previously men­
tnled in the case of CIACO; the two production cooperazives In Loja
have also received loans from INEDES (US$12.000.00 

lieeach). DPI 
hopes to obtain funds for tile start-up loan facility not only for
the workshops which shiould he coi-ing on-atream duiring the next 12-18 

http:US$12.000.00
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months in several areas, but also for fln.ancing the start-up conts 

of Popular Supply Centers (CAPS), which will be discussed under "Fu-­

ture Plans". 

C. The Beneficiaries 

Two socio-economic studies, all carried out by the regional office 

in Cuenca, provide an overall view of the beneficiaries of the INEDES pro­

grams : 

1) Ilie ITFHVIPIC program will benefit 39 out of a group of 54 families. 

Although 15 families have removed themselve.i from the program (nonie 

purchased other houres), all data referring to the heneficiarles are 

based on a population total of 54. The average family size of this 

particulor group in six people, ranging from month-old bables to peo­

ple over 73 yeara old. Of the total sample (314 people), 124 (39%) 

are students and 38 (12%) are young children. licm remaining people 

are employed aim follows: 

D~omestlc Help 40 12.7% 

Private Employeen 37 11.8% 

Small Buslness and landicrafts 52 16.6% 

Public Fployees 9 2.9% 

Teachers 8 2.5% 

Day wage earners 6 1.9 

Ti'Al. 152 48.4%
 

Average income in approximately S$116/month (mimimum wage­

US$120/mouth). 
 No rent i6 patd other than US$2.01)/month for elec­

tricity; the use of water, bathroum.s, electricity and waslmstandn 

In collective; the house they share In falling down. (See Mmnmcx4) 

li 
/ 
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2) 1he cooperative CIACO han promoted the creation of a housing 
pre-coopcrative for 21 
if Its members, and a 9oclo-economic analysis
 
of these beneficinries rhedm some light on the overall situation 
of the other workers. 
 lhere 1n
a total of 95 people affected by
 
thin project, 55 of wil-h have some econ(nnlc activity (18 are stu­

dents) 

F~miera of ClAco 21 

Ihrneatir flelpera 14 

Private Employees 7 

Kitual Laborers 4 

HIsIcellaneona 
9 

Average family Income Is US$224/month, of whlch 80% Is earned 
by the CiACO nwmbers. 16 of the 21 families live In rented roos 
with collective use of bathrooms, water and electricity. The bne-. 
flclarlel wimld be able to pay nit average of US$30.00/month for their 

own hounlij: (See Annex 5) 

1). Fond lo
 ,
 
'le Departnment of Urban Promotion maintains regional offices in Cuenca 

aod Ioja, with the head office located In Quito. The organizational arrange­
remi of the regiomal offices Is detailed In Annex 6. Each regional office 
upends US$1, 6 

O0/montl 
h , Incilng salaries, rent and miscellaneous expenses. 

Payments to outside consultants approximate US$ 2 
8,00/year. Expenses in­

crease 20% per year, wich the latest total expenses reaching US$90,000.00. 
INEI)ES eventually wants to have a total of six regional offices throughout 
I'cuador and projects ani annual budget of IIS$175,000 once nll are function-

C' 

http:US$90,000.00
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ing, hopefully by the end of 1980.
 

Income for the DPU has come primarily from the beneficiaries (25Z) 

and from HISERIOR of Germany (75%). donations from which commenced in 

1974. Thiere are no fixed rates as far as charges to the beneficiaries 

are concern,.d: a study Is carried out to determine local rates charged 

by the profeuslonals of the area and a discount is given due to the no­

cial nature of the project. In addition to yearly donations by MlSEPIOR, 

the urganization "lread for the World" has donated IIS$95,0110.00. 

Future financing plans include the creation of n financial institu­

tion whose profits will be utilized for funding developmaut programs of 

the DPU. Start-up capital wl l1 be raised locally and a return willIbe 

expected by the Investors. Thle bank will operate in a competitive man­

ner, and the profits that are expected to be earned will, hopefully, lie 

sufficient to liberate INEDES from the necessity of requesting donations 

from International organizations on a yearly basis. 

E. Future Plait,;
 

In addition to expanding Its offices Into other regions of the country,
 

the Iepartment of Urban l'romotion of INEDES han plans to develop Popular 

Supply Centers (Centros de Abanteclniento Popular - CAPS) itnaix cities 

which will lessen the coats of such necessities as foodstuffs, clotlhi, 

school materials, aa well an certain Industrial raw naterials by purchas­

ing the goods directly from the producers and selling them to the final 

ccansumer. Start-ip loans will be required to finance the initial inven­

tories, but it is expected that the CAPS will be self-financing once esta.­

blshed. 

(Ut
 

http:IIS$95,0110.00
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Secondly, INiEDS has a certain degr#o of Interest in promoting IndI­vhlua I bl'ilnesspeople who have not Integrated themselvea into cooperativeveitoarel. Since INFI)ES readily recognizes 
tiledifficultles of organizing

effective 
con nwiu,1ty en! erprisen, It is open to the possibility of either
iciirlp°at ng Iiito ortileI)PI! promoting a new and separate foundation (witclla wore likely), which will work with these independent entrepreneurs. 

1..nliOIIns Le riaed
 
i) Cooperative hounsing projects 
may not 
 have the Intended long termeffect of pLuelilLing instalned col laboratlon or cooperative effort

In other l uislless or socially related arenas. INEiES houling coopera-
Itlwe 
 hifthe early 1910'n tended to dismolve once the houses were de-
Ilvered to tileclie!1it. despite efforts to develop a Strong clientpar! ic ipation throul lmutual aissgltllince 
alidself-run mailagement schemes.T'!ie tielt to uisptilehousing cooperatives for other social and eco­nmnih: ends is an extm mely worthwhile obj ecttlye, but often very diffl-


Ciilt to mnllage and a very s law process. 
2) Empiloyinent generation goals ire difficult to reac through tile

lins Iog cooperative 
"vehicle. 'roduction groups to provide neededcons"trUctloin materiln, window, and door framen, for itstance, take 

a hreat deal of time to bring Into operation. since they are fil­
tially totally depend(,nt 
 oilthe beglnln mg of hounsing constructiol
 
for tieir smiirkets. Thcy also seem to 
require substantial outside

sihbsidles for siart-up. 'Min type of project doeu not affect In­ciwes lior eliloyment 
 for many people, especially 
on the short term.Other liroject sllow that when production units are 
aet up to Supply

allasslired market they often simply can not compete oilthe outside 
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as is often planned when that market dries up.
 

3) Since participant financed housing projects 
 take fo long to get 

off the ground, many of the poorest people must leave the coopera­

tive. This Is often because the costs of land and cmnstruction dtir 

log the Initial savinps period of two or three years escalate to ii 

degree that the cooperative under Its savings schedules evei givein 

their coat projections may not be able to buy the land much less
 

construct the houtilig onits; 
withiot requiring additional large pay­

men ta frum the members to complete the fund. 

4) lhoushng prtjecit; hiave a tendency to try to relocate the i.or 

from center city to more peripheral locations. ('l110s is often pioll­

tlcally motivated.) lint great care must be taken before relocation 

plana are Implemented. WIhilo real coiern stay be for improving hle 

houising conditlone of the por, relocatlon is often hiot a popl ar 

ties with the informal sector entrepreneur- or cenler ciry employees, 

since the costs to them inrease dramatically from haviti, addtliu'lal 

transportation, food, tnd other costs Incurred by being long dis­

tances from their woikplaces. 

At seenin other cases often cooperative housing projects In­

corporate plans for small enterprise development In their overall 

objectives. Hlotihlg designs may even Include workspace for rttall 

businesses. But relocation may change the whole iusiness ecology 

of these tmall economic activities. People find themselves at 

large distances from their suppliers and markets wthich can put 

these small entrepreneutrs In an even more precarious econtnall st­

tuiaton than before. 

c 
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5) The production CoopLeratjve mentileds in this Btudy tend to
be Ideologically oriented toward a bpecifle political group. 
 Pro-

Jects Which rely on political allilances lilly be In danger of momen­
tary collapse dIie to lslifting political currents and changes In 
pol itical leaderslhlp, espe:ially with regard to edocational asla..tn1e, COoperatJviLn alnI ino forth. In the case where one organi­

zat lo fitllnl cooipe raLt Ive and illanother given credit and technical 
an itbitlle, It Is linpel tant to be hare that there are no serious 
riider the iurface philoophilcal or Ideloglcal Points of contention 
Wi lli regar 

d to the non-cred it an natance. Otherwise the project toIn dallier of foldling due to Ileologlcal disputes. 'lioie Invariably 
ililNt li, i1 tile provi'eni are tire cooperative members. 

6,) Aiiy orgalizatlol, whether soelally or economically orented mnat 
portray a strict e'olnoiIc position with regard to repayment If It isli, ron a innce;sfUl credit project and wi shes to lie sire that clients 
iltlolel'stall that the molley bent Is a bull lnd not a grlt. Soft loans 
provided to pridictlon, svervIce cooperatives, and In general to anyIllvidual or organizar ion ntrictly ol "good faith" and with rio Invent-Ilelt. criteria or contractuial arralgen.lenitn between the partLen, Is likely
to fail. ITlgEES created an Image In 1the early 970's of an organiza­
tioil Witi good intent lose which wanted to "help". iBut along With tlatiiatge It apparently gave the linpreinto th it was not going to Insist 

oin loan reloiyment". The reqnlt, an coutld lie expected, was that a large 
illln Of inolley wnl Iost. 
7) Finally I a money gets tlihter from international donors. small 
1111vate 1iri.Jectt will have to begin to thiok more about ways ofslcin; their operatloon 

fln­
through Income earrnlg funil. Ilenvy sulsidlies 

SlIllmply Cillliot be relied on to slpport ecollol ic development activities 
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in the magnitude needed to have any substantial impact. (There
 

Is currently a tendency in other credit projects to begin to charge 

more comp:Ative interest rates on loans in an effort 
to become more
 

self-sufficient.) 

11I. CONCLUSIO1.S 

INEDES is first and foremost an organization dedicatd to the pro­

motion of popular organizations. Since much of the new government's poli­

tical platform was based on the further development of these production 

groups, and since the new Vice-President of the country, and his econlomic
 

advisor, were both INEDES employees before assuming political office, It
 

can be assumed that the current direction of INEDES will continue even
 

more aggressively than before.
 

The primary objective of the Department of Urban Promotion 
within
 

INEDES is employment generation. 'The principal mechanism 
 It has chosen 

to utilize In order to achieve its objective is the formation of housing 

cooperatives, the solidification of the members through a lengthy savlogs 

program and through courses on cooperatIvism, and finally the creation of 

production groups which will supply building materials during the con.siroie­

tion of the houses and which will then sell in the open marketplace once 

the construction is completed. The housing cooperatives with which INEI)ES 

currently works were all formed in 1975 and have yet to reach the stage 

where new jobs have been created in the production groups. Piare impor­

tantly, it has yet to be proven that the production groups will be com­

petitive, viable enterprises once the construction for the housing coope­

rative ceases. It should not be forgotten that INEDES stopped working with 
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housing cooperatives In 1971 due to the fact that the groups dissolved 
once their objective - i.e., housing ­ was achieved. 

Neverthe]ess, INEIES Is comnitted to improving the conditions of ti,.
vaut marginal population of Ecuador through the use of cooperative associa­
tlouts. It believes that the Integration of Individuals in corrunity efforts 
Is the only effective means for people to obtain the necessary economic and 
political leveraqge to improve their standard of living. Although the 
hooslng Cool)eratives Imply long delays in the achievement of objectives, 
once they are finally reached, the beneficiaries have the ability to make 
iLel advancesi. The I)PU Is aware of the pitfalls in this type of effort. 
Modificatlons of strategies will be made until the most effective methods 
of achleviug project goals are found. 
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ANNEX 
2
 

IIOlIS INC DESIGNS 

The INEIES; deuSlg1 for housing has six distinct levels within the 
"ver 1 ll pln for Ole [iotiue: 

.eve I 1: tle basic house, with a kitchen-dining aren, bath, one 
bedroom and the walls In place for a second-story bed­
room directly over tile dowstatirs bedroom. The house 
pla1 on Elie following page details tie outline of the 
basIc design. The kltehen-dlnig area In one-atory and 
the ledroom aide of the house Is two story.
 

Level 
 2: lie second story bedroom is eqipped wi th a floor for 
habitation. Since the walls are already in place, no 

further construction Is requlireI. 

Level 3: the single story living room area In added.
 

Level 
4: the remainihg two story bedroom area In constructed. 

Level 5: the upper floor of the new bedroom area is floored In. 
The photograph accompanying this document shows two 
level 5 hoiuses being completed. Duplexes toare built 
lower construct ion costs: tie two story wall is shared 

ly both houses 



Annex 2 contined: 

Leve l 6: 	 (not ,ho on the pmn) n workshop is built nlongaide 

the livinproom area. 

Although the area di rector Ili Cuenca belleves that any plan under 

level 5 does not rolve tie full housing problems, of the people. the national 

director of t'e IWU feels that tile best strategy Is to buhl, with out.ide 

labor, and deliver the iouses at level 1. Thnli reduces tlh economic 

pressures oil the new Inhabitants by giving them a imthie les.q expenmlve 

house, and enables them to expand their living quarters through their own 

efforts and at their own rate. 

'toK 

J. ,......... . -..
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ANNE X A ,cjjFUC:A)
 

PROORfMU DRVX1'rIIIA POPILJJI ZL8U CUZXmA
DR LA DR 

(TUNIPIC). 

A. ftO'rlC~n CoW'rZjSC1A SAWVXCIMT DR PAUL.
 
XXSULTADO DR LABIN VUTIOACIons 
 locIo zcr,7(otCAB, IALIZADACO.XSL OHOPO BU.X CIAMllCDR LAB CA.BAN #LOZ* 7 *LNUO. 

FICIA DR IRTEStxoICrOM Za7 a ao7XNYLOTTOACION CtIANTITAT.u Inero a Mario/71J(Z4JIOWA iIUILIAL, IX1LS-D. CLIIWUA*INVTbT!04C10HO Federico Haioz T.
 
JIIVlDR AREA' 
 Naila Ilrsallo P.

Dr. Alejandro Corral B.
DIICCION 1JnCUTrVA I Arq. T*,ldoro Ieft C.INIATI7C. 111Oow1u i I 7UlfIPXC, IMEDS, C0IVljlzCIA SAN VJXfi 
PCEILAcrou T1 DR PAU,

51. families.TIPO DR ANALISIB I Contortot6n social y ufool~mlo do faq~
If&I Quo han recibido Ioofaodol
Conrorncia Ban Vctdo 
 Pad1, y par-

FINALIDAD tiolpan on rUNVIPIC.
Intormaot6n del ArehflVo atletents,Tamer dooiongeg pera *1 finaunalaonto. 

1. ID1!!TI71CACION DR LOGIBN~rICIAR06
 

1.1 11 Proj'oatoo 

11 Proyeeto Conforotzja BaonVicente do Padl at.'.4del Progress do Viviondo Populcr do 
Int;:ra0La 0goldo Con­4ogte~diante el asevorsafento 

ra *I Domorrollo Social 
del Irwtitu 0 Icuatorlano pjL(INEIIER), ha Intoarado a 54 tealt11as do smanso reourmos ooon~aloo, 
do las cual.. as dowuostra an *. Cuadra sIlui nt.I 

ALCANCIS 
(Norso/76.Juni/7) Wo. do 

FAKILIAB 

- Adquirlrgn ou propla vlviandal 39 
- Ituviuroi I oportunldad do aha 

rrar an 
IsaCasa LUpoa y adqui­
rii vivlonda son sus proploo ­
sefuers ci, 

- Anolonox adn aujotoe do befef. 

- Ilmtlradosm
 
JiMB DR rAHILIA EZNICADuaj],
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2.2 P.b1*ei~o benefielaAzl 

R1 Prosto benfisiA a A1t families sogn 2 Intormae1l6n 
do 1a fIobam foolo-soon6aleas t o as ouleti 1566 r. 
me son hobres y 1.6 nitre Lando an tal do 30 ­
personas. 

1'O3LLCI 011 No. flI&1 

Eoubea 156 48.75 

aj~oros 151.25 

TOTIAIJ 320 100,o 

1.3 lstado Civil do 1e voes is familial 

Camadool 32 59.26(
 
dolteroil 7 12.96%
 
Vludo. # 10 28.5Z%
 
DIvareladosl 1 1.85%
 
Separadola 4 7.4
 

1.4. Itado Civil del total do las persones qua son beneflols­

das 

KiT. CIVIL No. PM]uOKB % 

Camadesm 73 22.82 
Solteroo: 226 70.62 
VIudo- 14 4 7 
Dlvoroladool 2 0, 2 
Soparadoalu 5 1.56 

TT A~a 320 99.9 

1.5 Rigrao6nl 

Do lam 51*fauilias onouotadass 

$61o ol 1% son nativos1el Cant6n Cu.snoal* 54% son 
Sroceo:ntos d loe Cantons do 1 Provlnoia de1 LAuay 
,ruslo o0,l ;1i1 Pauts, Nabbn, 11 VTalo. Gird, .Bfo, 

l 0A.) I * 29. I a.e eool CA.1 2$ do otras Provlnovia 

Lar, Guayaquil y Ambeto.
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?ROC~rIA IA 	 TOTAL 
fAILIAB 

Do .. Parroquiag 1.
bana. do Cueno, 

Do le Cantons. d.l-
AsuayI 

De otras Provinolas, 

TOTAIA2, 

8 

29 

17 

54 

2. DAYTI PCI3LACIONALIB, 

1.81 

53.70 

31.49 

100.oo 

2.1 Total do famillam benflsladss 
Total do &allies quo adn Partolperns
Total do parmoraml 

Hombrose 156 .8.75% 
Rujoroas 164 51.25% 

51 
39 

320 

2.2 Beeolooin for Orupo do 1d.de 

71-'I" Yi ¥j 1 Xi I,2 

0 

19 
25 

13 

55 
61 
67 
73 

- 6 
12in 

-
-30 

17 25 
4P 

-951 
- 60 
- 66 
- 72 
-" 

6 

3 
9,515 5 

21,5
27,5 
1:5 

5,5
51,5 
57,5 
63,5 
69,5 
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3. GOAO DE INSU3J1COI 

r - '' 4 61 TOTALN hr 
0.~ 0J~ noo D~O A 0 

3.2 39CUNDAJ3IA 1; 22 2% 11 7 21 99 3: 
a, nfi7 3 12 03.71 

51t A1UABITC0 18 01.62 
3.f NORa.TUDUAN 3f 10.94 
3.6 MtrtA 1 1 00.63 

320 100.oo 

4. ACTITIDAX3 SCOMMM(IAl 

4.1 Oupasl6a hibitusli 

ACTIIIDLD CASTID 

*Quhaceres Dolatiae 40/?1 12 * 

'2
Carpinterov 

S',TJoyeros 11/ 

Profemorvs 
 8 31 .1 .7r 

'lanualidades 18 73 

'lmoinlao (no prafeionales) 2 .0 
*Paluqueros 1 3 CW5 

No trabalan (niflos) 38/ 12.10 

9 g q.og______-_____ 

4.2 rx101118 117.013 100,.. 

4.3 1011110 106.140 67,60 

4. I, SALO 50-873 32.40 



5DATB BxMz Li YrlIZNDL. 

1.1 Form&a do tonanola do 14 Tillndal 

DiUn al 39afamillmaa 27 T1yMil an lh~Cmii 1,6posi12 ;n Is Casa La aub:iado propiedid do is4Cof~rancii Lin-Wioent: :;,PadalIn aIdad de usuguloo @in reoonooerrranda alunc, C~d a ­rmilia &It& Gopuesti, do 5.93 pers.Qnag y ocupan on un prctEsalo do 24svttror ouadradne. 

L& r dorma so o a it;lux, We, y lavabo@ *a cole tivo.Cad& famillia poses I, ate. cuadradlox doe mpaolo qua ocupai,_comc 00cink y 11 astros como dormitario, y 9 metrom pars­a*ala-cndor 7/a doreltorios.
 

Por ia lux abonan 50 muores menaualem cidR 
uauarl..
 



A1NHEX 5 	 (CUi&ICA) 

DWFOW3 DIL IBTUDIO 50Ic1-RCOONKICO 
................ .rfl..mf..u......
 

DR LA IKICOOPflATITA *LOS AVnIR*. 

(Proyeeto).
 

XLABORACIONM 	 flhIDRR-CUKICA 
1ItI'MS1AflLBKI 	 Sr. Federico lHaoI 1. 

Br. Juto Banslas. 

1. IDINTIFICACIOMi
 

1.1 IDITIYICACICW XflTITATIAi
 

1l Orupo qua eontorma Is Preoooperativa do Vivionda *Lod 
AndonO, son trabajndores do CIACO (Cceplejo Industrial ­
do Asooiaolones Couperativas). Los trabaJadore, &hora­
uieubros do la 1'raoooporatlva, son monos aetlvos do CIA 
CO, y trabajadaren dlrootos. 

En prisera Instanola so oonforman 4e 21 Pocio; el cpo­
mix Imo dard capacldad pare 25 eoclos, ogdn on esboAo do 
anteproy eto analiado on .1 torreno quo as utillier& on 
bonorico do len trabajadores do CIACO. 

1.2 XOTADO CIhILi 

31 proygoto bonorielard a 95 parewas, o &iei 21 fise 
do les quo 11 son ca-adon y 10 solteros, 00e so benofi­
carYan al 52.38% do personae quo tionen reeponsabilided 
do hogar familiar y *1 47.62% a personas solterom eon ­
carga. famillares. 

1.3 PROJINMCIAt 

Los intetrantes a Is Prooooperativa do Vivimnda soom An­
4den procodon do la provilneia vecinr do les eantonoc 
do la p-',nta del Atuay y do la eluded do C enoa, an un 
respect: eantaje do 29%, 29% y 42$. 

2. DATOS PCILACIOfALII, 

2.1 G.NKRAIA 

Do lea 95 personas 47 son hobroes y 8 son wujorol 

Do 21 aola 18 son hcmbres Y 3 utjerea oetoe en un pro 
media do vida do 29 afos. 
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-2­

-~ ~ 2 ­

0 - 6 03 2 6 ( 027 - 12 09,5

13 - in 090:0319 -- 212 15,5 

16 
7]9 21,5 108 1211 0.0&

25 - 30 0.16n7,5 12 330 
 0.126
 
371!21 33,5


46 09 301,5 0.095
S9,5 03 136,f;
5 5 01 39,5 0.3
0.010 

55 1f03 3 1,, 0.03157,5 
 1161 - 7] 632,5 0.1166i,5 
 2 
 135,0 
 0.021
 

95 2.339,5 ----­0.998 ---.......... 
 .... °...... ._..------------------------

E 
 ;1 2.339,50
-21 -6 

2.3 E8TADO CIVIL t 
De 95 indlyiduos 36 9qcn caadoa, 57 bolteros, 2 vIndog

3. OUADO DX INSTRUCCOff, 

3.i I1 ctladlo sigulanto rePrsoenta el Orado do Instruo~cIn dn1 t.tal do Peracnas qua aerdn benortc1ldos del P-ogranx doda, cuyoz dato3 han oldo raeoptados VIvianen ls e*studlog socg o. 

', :A. 

3.1 IrUtL~U: "0 A20 A 0 Al 0 A4, l 0'4 OTARE)
3.2 BECI/NDARIA If 6 If ­ 13 63PRflo-
AMALFABTO 1 2 5 2 V,:2

-3.5 NO XOUDI. - 613.6 OTfHO C ) C. 

-
8.3 

2-6 631
2 

20 21.05 

7 .9 -1 ! -- ---------­- -- - -- - - 5 '4 32 95 100.o0 



3.2 muC, E lQOO0 / N0. 91 (lMRlGRI 

11 ,uadro :ilent. quo I facto *ot empueoto do4ovuuotrA 
2 e o 614 3; alozb do 364do 2de711 do 10. 	 atodiotr bii dob. tmorms on suonta per. 1.planlniaeI6a to ie soryleto bloloo d. lag viviondsm. 

lolaoibn io. do do -.uiobroa 2n. o0. 
ioi0 par moolo.. No. do pel.­

br-oo pe IoNcO 

1 1 2 2 

2 	 3 in 

3 6 	 24 

I.3 	 515 
2 6 12 

6 2 7 i4 

7 1 10 10 

21 	 95 

95 

21 



------------ -----------
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-3-

It' ACTITIDAD IC(NOMCA,
 

1

4 i No sAtiende oupao16a habitual par& efeotos do auestro @a­tudio, aquelle actividad qua enoausara mayorocaseouonala .ngreso, on ­los intogrante diresto. * niMrmetos dol Pra9Ira" maniriestan o siKulents,
 

ACT IVIDADE 
 TOTAL
 

Quohaegoe
1rorhaore. Dessatloos 14
 
lupleado. so0o do CI/CO 21Bpleadon en Up. particulates
oarflt ro. ( 7 

I
Istudlantes 
 18
 
AotliVdadee manuals
 

8 1
 
Agricultorea
 
Panifloador
 
zaretero 
 1
 

---- .---

Total do los qua 

-- ­
tinenNo trabajan, seneralmanto&at. coon. 73 76.84niloe. 22 
 23.16
 

TOTAL OGEIAL 95 100.00 

4.2 IMLACI! P-3u0I , 3 E06 FAMILIJgA . 

C. -----

1.2.1 INhGTzsc KpwiR , P IOI DIO0 % 

Incresos 21 solos on 
CIAcO.
Ingresom do slembrono /94.318 4.491,33 
 80.30
 
familiars. 
 23.140 
 1.101,91 
 19.70
 

TOTAL INMMRO PAx. l1M 3 .9,4 10
4.2.2 IlJR XzrsU.8Uz
 

Total Oautos 
 -99.211 
 4.724 3 
 84.46
 

4.2.3 AI.DO NUJuj.L, 18.2-27 868,$0 15.5. 

5. I(38 LA TMYIIIIDAI 

-



5.1 C0AATI ISTICAS DR LA TIVILMDAS
 

Poeeon amiaarrendada 21 100 
Tven anease o villa 02 9.52
 
Dopartaento 	 02 0. 
Cuartos do inquillnato 16 76. 9
 
Hndlar'a 	 1 .77
 

5.2 OUIPERYMCI DERLAB YI"IXNDIS (1N M2) 

TIP0 112 TOTAL 

B 0)-16 5 
17 - 24 3 
25 - 30 0 
31-e 3 

3H 0 
119- Vi I 

A 55 -Va 6 

5.3 Un puroentaje do 8"5 *stAn Aotedo de esrvlelo, bialeoal 
gia, 3uz, Weo lavander'..s, la foraa do uso ea general ­

aonte eoleotivo (98.905) --ie eorreponde al ndnaro quo­
viven an cuartom do lnquilinato. 

1. Las ofertas pars al pago per la vivionda Ron 

9OCIO0 	 lstan dimpueatn a.pgar 
una mensualllad des 

1 
I 

2/200 
M00 

200 /V.i­
.t"JI 

1 
10 e 

00 
C0) 5.000 

I.' I9,Plo 

2 1.600 to 

1 
1 

1.000 
1.500 

1.000 
1.500 

t 
lP 

1 2.000 2.000 

21 	 16.000
 

16.000 ­
762, oo
 

,I)
 



762 ftvsg iserfe u primedie, Ideal para ol poyo Ian vi ­
riend;:, onmtoquo 1Inusyarlm me ocasentran an &port*doo2Wa ?n sumcrem. 



ANNEX 6 

REGIONAL OFFICES 

AREA DIRECTOR 

OUTS IDIE ConSLAT 

Area Director: 	 Responsible for office adrulnistratioll aod finanes. 

More Importantly, malntain contacts with key hol­

vid1aIs in Lhe area In order to ecucre foods for pro-

J ects, smooth passag of reques~ts from anlsted groups, 

etc. Therefore, must be lnfleenLial I[I the area to a 

certain degree. Salary Ia IJS$320 per moth, which II 

low for the people involved. Although the di rector 

of the DPU believes the work In full-time, In reality 

It seems to he somewhat less than that. 

Technician: 	 Responsible for coordinating the construction of the 

houses and the purchase of the building materials. 

Although the responsiblitles are fairly high, a recently 

graduated architect tsnpbrfectly idequate for the task. 

Salary levels are approximately US$200 per month. The 

work Is schedoled to be full-Lime, but In reality this to 

doubtful. 



Anoex 6 continued: 

Accoullltallt Responsible for handlilnog the accounts of the office as 

well as those of the cooperatives witth wich tile regional 

office has contact. All expenditures, charges for ausla 

Lance, savinga deplonits are hnridledetc. In tile regional 

office. The accountanit, who enrng DS$IgO per month. 

handles the hookm of the production coiperatives in their 

own Officesf. 

Promoter: Responsiblie for Implementlng soclological studies of 

potential beneficiaries (designlng materials, tabulating 

data), preparing proponals for new projects, promoting 

the new cooperatives. giving courses on 
cooperativiam anti 

providing technical assintance to the organization In 
such things as accounthing and finance. College graduates 

are hired, with a salary level of US$150 per month. Again, 

work Is slated as full-tine. 

/ I 


