
ECUADOR 
MICRO-ENTERPRISE
 
SECTOR ASSESSMENT:
 

Key Characteristics of 
the Micro-enterprise 
Sector 

GEMINI Technical Report No. 12 

GEMINI 
GROWTH and EQUITY through MICROENTERPRISE INVESTMENTS and INSTITUTIONS
 
7250 Woodmont Avenue, Suite 'U(J, Bethesda, Maryland 20814
 

DEVELOPMENT ALTERNATIVES, INC. e Michigan State University * ACCION International e 

Management Systems .Aternational, Inc. a Opportunity International * Technoserve * World Education 



ECUADOR MICRO-ENTERPRISE
 
SECTOR ASSESSMENT:
 

Key Characteristics of the Micro-enterprise Sector 

by 

John H. Magill
 
Robert G. Blayney
 
Rae L. Blumberg
 

Joseph Burke
 
Peter D. Livingston
 
Jennifer L. Santer
 

March 1991
 

This work was supported by the U.S. Agency for International Development mission in Ecuador
through a buy-in to the Growth and Equity through Microenterprise Investments and Institutions 
(GEMINI) Project, contract number DHR-5448-Q-05-9081-O0. 



i 

PREFACE 

This study of the Key Characteristics of the Micro-enterprise Sector isone of four background 
studies sponsored by USAID/Ecuador as part of an assessment of the micro- and small-scale enterprise
(MSE) secto? in Ecuador. The overall purpose of the sector assessment has been to present a broad 
description of the nature and characteristics of the MSE sector as a basis for planning and designing 
future program interventions. Within this context, the micro-enterprise piofile was intended to develop 
a detailed statistical and analytical profile of the MSE sector and the various institutions supporting
MSE development in Ecuador, identifying significant characteristics, trends, problems, and 
opportunities for expansion and growth. Based on the profile, the study was to provide an analysis of 
the employment- and income-generating potential of alternative intervention strategies. 

In specific, the Key Characteristics study was to: 

* 	 Develop a stiatification of the MSE sector according to scale, type of 
operation, , 2U.aomic sector, gender, geographic location and other relevant 
criteria, identifying the key constraints and problems relative to each stratum 
and the demand for cred;t and other services by strata; 

w 	 Identify the subsectors that have the greatest potential for generating 
emplo,,nent and income; 

* 	 Assess the impact of assisting different types of businesses on the potential 
number, type and quality of new jobs created; 

* 	 Determine the potential for specialized interventions in expcrt-oriented 
businesses or businesses that offer the potential for vertical or horizonta: 
integration; and 

* 	 Assess the relative benefit of interventions in policy reform, credit or training 
and technical assistance on employment and income generatic. 

The study team was composed 	of the following individuals: 

Team Leader: 	 John H. Magill, Ph.D.
 
Seuior Associate
 
Development Alternatives, Inc.
 

Women in Development: 	 Rae L. Blumberg, Ph.D.
 
Department of Sociology
 
University of California, San Diego
 

Domestic Markets: 	 Robert G. Blayney
 
Independent Consultant
 
National Cooperative Business Association
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International Trade: Joseph F. Burke 
Independent Consultant 
Development Alternatives, Inc. 

Data Analysis: Peter D. Livingston, M.A. 
Chairman 
Stark/Livingston, Inc. 

Data Analysis: Jennifer L. Santer, M.A. 
Project Specialist 
Development Alternatives, Inc.
 

Field research for the study was carried out between August 12 and September 8, 1990.
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EXECUTIVE SUMARY 

GENERAL OVERVIEW 

The micro- and small-scale enterprise sector in Ecuador is large, heterogenous and dynamic.
There are between 250,000 and 350,000 such firms operating in tie urban areas, providing
employment to between 750,000 and 1,000,000 individuals. While the majority of these represent the 
unregistered eionomic activities of informal sector participants, a substantial number arc either 
registered businesses or in various stages of formalization. 

Far from being an insignificant, marginal sector of the economy, the micro- and small-scale 
enterprises perform a number of key roles in the national political and economic system. First, and 
most important, they provide employment to a significant number of urban and semi-urban residents 
- people who are not being absorbed into the smaller formal sector. Second, they create and sustain 
those jobs at virtually no social or economic cost to the nation - they are created, operated and 
terminated without subsidies, expensive programs or special services. Unlike many sectors of the 
economy that constitute continuous drains on scarce national resources, the MSE sector makes 
relatively few demands on the system. Third, they are a stabilizing force in that micrc- and small-scale 
entret.eneurs tend to be rather conservative, and do not follow extremist political positions. Fourth, 
they serve as a conduit for less costly goods and services to lower income sectors of the national 
economy, offsetting the impact of inflation.' Finally, these enterprises have strong backward and 
forward linkages to other elements of the national economy, crea:ing a demand for other goods and 
services, both from the rural sector and from the more modern sector. 

There is a strong tendency to view small-scale enterprises as marginal, even dead-end, 
occupations. Small-scale enterprises are characterized as consisting of people who cannot - because 
of low education and skills, and the lack of opportunities - find employment in the "modern" sector. 
Income is viewed as marginal, at best, with extensive disguised un- and underemployment. 

But the micro-entrepreneurs themselves appear to have a quite different perspective. Most 
reported starting their businesses because they perceived a way to improve income and gain
independence; very few reported starting their businesses because they could not find work elsewhere. 
Moreover, most are satisfied with their businesses, have no intention of abandoning them, and perceive
the future optimistically. Most of the respondents believe they are better off than they would be 
working at a stable, salaried job. 

At the same time, the limited empirical evidence suggests that most are unable to keep pace
with inflation. Social benefit-cost ratios calculated for the businesses were generally negative or, at 
best, neutral. Most of the businesses had declining real sales, and most perceived their incomes to be 
declining as well. 

'Paul Guenette, et.al., JamaicaMicroenterpriseDevelopment Project: Technical, 
Administrative, Economic and FinancialAnalysis, GEMINI Technical Report No. 2, pp. 46-47. 
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Although credit and access to credit are the most significant issues to the small-scale 
entrepreneur, respondents to the survey conducted for this study considered training and technical 
assistance to be important, rated the assistance highly. isrnd 	 There no strong evidence in the
quantitative data, however, to support a conclusion that training and technical assistance improve
performance. Sales growth, profitability, increases in employment and the social benefit-cost ratio
calculated for the firms was not related to either their participation in micro-enterprise programs or to
the levels of assistance received. There is, on the other hand, strong evidence that being associated
with a program that supports micro- and small-scal enterprise development has a positive impact on
the optimism of the micro-entrepreneur. Beneficiaries were clearly more optimistic about their 
business future and mre committed to expanding the business than non-beneficiaries. 

The strong subsector differences among micro- and small-scale enterprises suggest thattradeoffs exist between alternative strategies and expected results. At a minimum, differences among
the three traditional sectors (production, commerce and services) suggest that focusing on one or the 
other has strong implications for the ability of a program to reach women, poorer strata of the micro
enterprise pyramid, or generate employment and income. Strategies focused on production-oriented
firms will maximize employment and income achievements, but tend to marginalize women and other
disadvantaged groups. On the other hand, strategies that focus on the commerce sector will benefit 
more women and disadvantaged groups, but have less of an impact on employment and income. 

Service fields such as barber shops, repairs and artisanry and small commerce-oriented ventures
such as small stores (tiendas and bazares), market and street vendors offer the best opportunities to
work with poorer people. These are the subsectors that provided low-investment opportunities for
people starting a small business. If the objective is to maximize employment and employment
generation, however, programs should focus on manufacturing enterprises. In this sample,
metalworking, basic product manufacturing and woodworking not only hired the most employees per
firm, they tended to have the largest overall growth in employment and the highest annual rate of
growth in employment. Textile operations (tailors and seamstresses) and food products and services 
subsectors, even though the average number of employees per firm is rather low, also tend to have
rather high annual employment growth. This i3offset by the higher cost of establishing successful 
businesses and corresponding higher investment per job created in these sectors. 

Sales and profitability show varying patterns, and firms with the largest sales volumes are not
necessarily those with the highest profitability. Development strategies that want to concentrate on
generating income, should focus on subsectors that generated the highest return on assets, profits per
employee, or social benefit-cost ratios. There is a remarkable consistency among the subsectors in 
terms of these indicators: 

Highest Profits per Employee 	 Large and small stores, basic products and food 
subsectors 

Positive SBC ratio Food, basic products and repair subsectors 

Highest Return on Assets 	 Food, basic products, repairs and barber and beauty 
subsectors 

Highest Average Wages Basic products, food, leather subsectors 



xv 

GENDER
 

Women constitute 50 percent or more of the country's informal or small-scale enterprise sector. 
They are concentrated in a relatively few subsectors of the economy, primarily textiles and clothing,
food products, small-scale commercial activities (markets and small stores), artisan handicrafts and 
beauty shops. Although their busiresses tend to be relatively more invisible than male-owned 
businesses, and they often escape enumeration or censuses, women constitute an important segment 
of the economically active population. 

Women-owned businesses tend to be newer and smaller than those of their male counterparts.
In addition, they tend to employ fewer workers. However, rates of growth in employment are 
comparable to those achieved in male-owned businesses. Women-owned businesses also have sales 
vc,'ames and profits that are, taking into account the different scale of operations, comparable to those
of their mile count(rparts. Perhaps most important, women-owned businesses provide employmentopportunities for other women. Women are more than twice as likely to hre women as men are. 

Women face a number of special constraints - many related to the fact that they retain 
domestic house maintenance and childraising chores in addition to their Lusiness roles. More women's 
businesses are located in the home, a direct reflection of the need to combine domestic chores with 
eccnomic activities and influencing the size of the business. 

Women run the risk of being marginalized by the development process. None of the 
institutional programs included in the study served the small commerce sector, which is dominated by
women-owned businesses and provides significant employment opportunities for women. Women have 
less access to resources than men. Average loan amounts were significantly less for women, relative 
to the size of their businesses, than for men. Women had received less training and technical 
assistance than men. 

The programs that benefit women the most are those that charge positive real interest rates on 
loans, concentrate on small loans, provide group loans, concentrate on commerce and truly small-scale 
producers, and have outreach programs that are capable of identifying and servicing home-based 
businesses. 

LOCAL MARKETS 

Micro- and small-scale entrepreneurs in Ecuador tend to produce low-cost, low-quality goods
and services for consumption by lower and middle-income segments of the population. The major
exceptions to this are artisan handicraft enterprises and repa: businesses. 
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Individual consumers are primary purchaser of MSE-produced goods and services, with sales 
to wholesalers and retailers constituting a limited secondary market. Very few of the businesses 
surveyed sold to government entities, institutions or had contracts to produce for larger manufacturers. 

The continued decline in the Ecuadorean economy has a depressing effect on this market. As 
real incomes decline, disposable income is curtailed, especially among the lower and middle classes. 
It is this disposable income that generates demand for most MSE-produced goods and services. There 
is substantial evidence for declining market demand. Most of the respondents had experienced a 
negative real growth in sales between 1989 and 1990, and declining profit ratios, especially for larger 
firms, signify market constraints. 

Micro- and small-scale entrepreneurs in EcLador are generally optimistic about the domuestic 
market's capacity to absorb their production. Almost all of the respondents felt that productive 
capacity rather than markets limited their sales, saying they faced no problems in selling all they
produced and would be able to sell more if they could produce more. At the same time, most of the 
respondents perceived a high degree of competition -- mostly from other small firms -- and the 
empirical evidence indicates market saturation in a number of key industries. 

Domestic markets appear to have limited capacity to absorb additional small enterprise 
activities - either through the creation of new businesses or expansion of existing ones. General 
improvements in the economy are necessary to increase the purchasing power of the primary market 
for MSE-produced goods and services. Development strategies that encourage the formation of new 
businesses are probably misguided. Other options - such as helping entrepreneurs improve product 
quality to achieve benefits of product differentiation and market segmentation - would appear to offer 
better opportunities for improving the income and profitability of these small-scale enterprises. 

EXPORT MARKETS 

Stimulating export opportunities for micro- and small-scale entrepreneurs is a way to expand 
market demand for their products. At the same time, successful exporting would increase the country's 
foreign exchange earnings and contribute to the overall economic recovery. 

Very few micro- and small-scale entrepreneurs are engaged in export marketing activities. 
Only 3.8 percent of the respondents to this survey produced products for export, either directly or 
through exporters. These firms tend to be concentrated in a relatively few subsectors, aid are located 
in the major cities. 

Export opportunities for micro- and small-scale enterprises are limited to firms in the so-called 
"production" sector; firms in commerce and services are unlikely to participate in export activities. 
Although there are as many as 60 to 84 thousand small-scale firms in this "productive" sector, the 
number of these that might be capable of producing a product for export is much more limited. 

The prOucts that are mo.st likely to favor small enterprise participp*;on are metal products, 
Panama hats, food products, wood and processed w ,od products, basketry, textile products, leather 
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products, handicrafts, and crafts industry goods (such as leather products, textile articles, and 
woodcrafts). The high demand for wood and wood products in Japan, the U.S. and Europe also 
indicates a potenidai market for a sector characterized by small-scale operations. 

Micro- and small-scale enterprises face major external and internal constraints to participating
in export markets. The major external constraints stem from traditional GOE import substitution 
policies, which include: 

" 	 Low duties on importation of raw materials and capital goods for protected industries and high
import duties vnd surcharges on finished products that compete with those of protected 
industries; 

* Impor. controls ranging from advance deposits to import prohibitions; 

* 	 Unfavorab!e exchange rates for exporters (As of August 1990 exporters were receiving about 
12 percent less under the obligatory controlled rate than they would have received on the free 
market), and favorable exchange rates for importers. Protected industry is the principal
approved importer and, therefore, the prime beneficiary in terms of acquiring "cheap" dollars 
generated by exports from other sectors of the economy; and 

S 	 Confusing, time-consuming and expensive import/export red tape. Large (protected) industries 
hive the material and human resources to cope with this, but micro- and small enterprises do 
not. 

As a result of these policies, micro- and small-scale producers are faced with a series of problems,
including: low-quality, high-cost and scarce inputs; inadequate returns due to exchange rate 
distortions; inadequate quality; delivery difficulties; pricing instability and overpricing of their goods 
in international markets. 

Other constraints to small producer participation in export markets include a general lack of 
financing and credit, inadequate production technologies (resulting in low production volumes and a 
low quality product), limited management capability, and lack of access to market contacts and 
information (which makes it difficult for small-scale producers to produce a product that would find 
acceptance in export markets and then to development the actual contacts and contracts to market the 
product). 

Several steps are needed to improve the export potential of MSE-produced goods. First, export
controls (with their complicated procedures and high costs), cost and quality constraints of raw and 
intermediate materials, and anti-export biases (exchange, tariff, non-tariff) must be reduced to levels 
at which opportunity costs are a motivation rather than a disincentive for micro- and small-scale 
entrepreneurs to engage in export. Second, assistance efforts need to focus on developing marketing 
contacts and on improving product designs to better meet market tastes and demands. Third, the small
scale producers need assistance in production techniques, both to improve quality and increase 
production. Fourth, regular and reliable financing sources need to be developed. Finally, Alternative 
marketing channels and structures need to be explored and promoted. 
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CHAPTER ONE
 

DESCRIPTI'VE PROFILE OF THE
 
MICRO- AND SMALL-SCALE ENTERPRISE SECTOR
 

by 

John H. Magill 
Senior Associate 

Development Alternatives, Inc. 

INTRODUCTION 

The purpose of this chapter is to explore the strategic and program implications of key
characteristics and dynamics of the Ecuadorean micro- and small-scale enterprise (MSE) sector. Asurvey
of 582 small-scale entrepreneurs that was administered as part of the study serves as the primary resource 
for this analysis. Additional information - from other surveys and studies, both within Ecuador and 
from other countries - is used to provide a conceptual basis for the analysis and to substantiate 
impressions. 

Demographic Background and Trends 

The population of Ecuador in 1990 is estimated to be between 10.7 and 10.8 million.' Annual 
population growth averaged about 2.9 percent during the 1980s, declining steadily from a high of 2.93 
percent in 1980 to an estimated 2.83 percent in 1988.2 Women constitute 49.7 percent of the population. 

The society is becoming increasingly urban. Between 1974 and 1982, the dates of the two most 
recent censuses, the percentage of the population classified as "urban" increased from 41 to 49.2 percent.
Estimates for 1988 place the urban population at 54 percent of the total, 3 with intermediate and smaller 
cities registering faster growth rates than the three major cities during the past few years. This growth
in the urban population has come primarily from internal migration from rural to urban arcas. 

'Based on high and low growth rate estimates. Estimacionesy Proyeccionesde Poblaci6n,1980

2000, CONADE, INEC, CELADE. See Cuadros BI and Cl. 

'Banco Central, Bolettn Anuario, No. 11, p. 198. 

'!bid., pp. 198-201. 
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As of 1987, there were 6.5 million persons of economically active age4 ir the country, of which
approximately 3.34 million (51 percent) were estimated to be economically active. There were about
95,000 new entrats to the economicl!y active population (EAP) each year.' Approximately half of the
economically active popt'. tion (1.6i million, or 49.9 percent) were in urban areas, .nd 82 percent of 
new annual entrants to the overall EAP between 1982 and 1987 were in urban areas. Women comprised 
30.1 percent of the economically active population. 

Micro- and Small-Scale Enterprises: A Preliminary Definition 

There is an abundance of definitions for what constitutes a "micro" or "small-scale" enterprise, most
of which have been developed by institutions working with micro-entrepreneurs for the parpose of 
establishing eligibility criteria. A United Nations/ECLA s--iinar in 1988 defined micro-enterprises as
firms having less than 10 employees, small enterprises as those having between 10 and 49 employees,
and medium between 50 anid 100.6 Under this definition, however, most of the enterprises in Ecuador 
would be classified as micro-enterprises. 

Among the definitions used by the various institutions in Ecuador are:7 

" CONAUPE (Ministry of Social Welfare) - no more than 8 employees, with assets of no more 
than 50 minimum salaries per worker; that is, between $1,860 and $14,883. 

* 	 UNEPROM (Ministry of Labor)  no more than 10 workers, with a low (not specified) profit
rate and fixed assets of no more than 100 minimum salaries ($3,720. 

• 	FOPINAR - fixed assets of no more than $11,626. 

* 	 Fundaci6n Banco Popular - monthly sales betwecn $346 and $5,812, with fixed assets of less 
than $11,626; must have been in business for at lest 8 months. 

" 	 Fundaci6n Eugenio Espejo (FEE) - fixed assets of less than $1,162. 

'Defined as 12 years of age or greater. 

•ILDIS, Estadfsticasdel Ecuador, Cuadros VII-7 and VII-8. See also, Banco Central del Ecuador, 
Bolettn Anuario del Banco Central, No. 11, 1988, pp. 216-220. 

6Salvador Cazar C., "Polfticas para el Desarrollo de la Microempresa en el Sector Artesanal y
Microempresarial," Programasde Micro y Pequetia Empresa en el Ecuador, p. 21. 

7At the time of this study, the minimum wage in Ecuador was S/.32,000 per month. The exchange
rate varied on a daily basis, falling from a high of S/.908 to the dollar early in the study to as low as 
$/.840 per dollar near"the middle before rising to $/.865 to the dollar as the study ended. Throughout
this 	chapter wp, have used an exchange rate of S/.860 per U.S. dollar, which means the minimum 
monthly wage was approximately $37.20. 
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* 	 CEPESIU - capital/labor ratio of no more than 50 minimum salaries, or $1,860 per worker. 

* 	 The Ministry of Small Industry and Artisanry - firms employing one or two persons, and with 
assets of less than $3,720.' 

Although specific definitions vary, there is general agreement that micro-enterprises are small 
entities with relatively few workers, low levels of invested capital and low monthly sales volumes. Even 
though the qaestion of informality is not raised in any of the above definitions, to many authors and 
institutions in Ecuador th micro-enterprise sector is considered to be synonymous with the urban 
informal sector. Thus, the Instituto de Investigaciones Socio-Econ6micas y Tecnol6gicas (INSOTEC)
refers to micro-enterprises in terms of the informal urban sector (SiU), Cazar refers to the absence of 
relationship, with the state in order to avoid the tax system,9 and most other authors assume that micro
enterprises are unregistered. 

Although these definitions may serve to classify applicants for program services, they reveal little 
about the dynamics of the businesses themselves. Several authors and programs have attempted to include 
behavioral characteristics of the firms as additional components of the definition. Thus, small-scale 
enterprises are also characterized as:"o 

* 	 Being sole proprietorships or small partnerships; 

* Producing goods and services;
 

" Making intensive use of labor (as opposed to capital) as the primary factor of production;
 

* 	 Using traditional technologies; 

* Limited scale of production; 

and as having: 

* 	 Little division of labor; 

* 	 Limited expansion possibilities; 

* 	 Minimal or no access to formal credit; 

* 	 Little capital and financial support; 

TCazar, op.cit., p. 21. 

9Cazar, op.cit., p. 20. 

t°Cazar, op.cit., pp 21-22. 



" Low retained earnings; and 

" Low sa.aries and profit shaiing. 

The problem with formal definitions, however, is that none of the measures are absolute, and 
although the internal correlation among them may be high, the different measures will frequently yield
different stratifications. Furthermore, they tend to overlook key behavioral characteristics that have 
important policy and program implications. The primary purpose of this chapter is to explore and present 
a profile of small-scale enterprises that will prove more useful for planning and implementing assistance 
efforts. 

Overview of the Small-Scale Enterprise Sector 

Size of the Sector 

As recently as 1988 the government agency responsible for registering and supervising businesses, 
the Superintendencia de Compafiias, reported that there were a total of 14,747 registered companies in 
the country." These registered businesses are rather small, averaging only 15.4 workers per company,
and employing a total of 227,000 workers. 

A!though there is no accurate census of informal and small-scale businesses, estimates on the number 
of businesses in existence, including self-employed individuals and small firms, range from 250,000 to 
350,000 separate firms. The small-scale sector represents, a significant portion of the economic activity 
of the country. 

Given the multiplicity of definition for small-scale enterprises, it is not surprising to find that 
estimates of the size of the micro- and small-scale enterprise sectors vary considerably. Data based on 
studies by CELADE, CONADE and INEC estimate the size of the informal sector as 42 percent of the
economically active urban population, or about 674,000 individuals. 2 The Ministry of Social Welfare 
estimates the sector to include approximately 715,000 individuals, including self-employed individuals, 
owners of small firms, family workers (salaried or unsalaried) salaried workers and apprentices.' 3 The 
Ministry of Labor estimates that approximately 860,000 persons, representing 39 percent of the 

"Superintendencia de Compafilias, Estadtsticas: 1988, Cuadro No. 17. This statistic covers 
incorporated private and mixed businesses and foreign branch offices, but does not include government
offices or major service-oriented institutions such as banks and insurance companies. 

"Luis E. Orellana, La Empresa PopularEcuatoriana,p. 208. 

"3Radl Baca Carbo, "PlanNacionaly Masivo de Apoyo a las Unidades PopularesEcon61nicas," 
Programasde Microy PequeniaEmpresaen el Ecuador,p. 13. 
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economically active urban population, are engaged in the informal urban sector." Other estimates of 
the number of individuals involved in very small-scale businesses run from as low as 650,000 to as high 
as 1,000,000. 

Formal estimates of small-scale business activities historically underestimate the size, scope and 
dynamics of the sector. Women-owned, home-based businesses, for example, are systematically
underestimated in both household and enterprise censuses. In Bolivia, as another example, an intensive 
door-to-door survey of micro-enterprises in an area served by a micro-enterprise project had an overlap
of only 10 percent with known project participants. 5 There is substantial evidence that similar 
undercounting has occurred in Ecuador as well. 

Regardless of the accuracy of the individual estimates, the number of people engaged in micro- and 
small-scale enterprise activities is very large, and represents a significant segment of the population. It 
appears that there are between 250,000 and 350,000 micro- and small-scale business operations in the 
country. These are providing employment opportunities to between 750,000 and 1,000,000 people, or 
an average of 2.5 to 4.0 workers per establishment. 

Location 

Small-scale businesses are primarily an urban phenomenon. More than 65 percent of the EAP in 
rural areas is involved in agriculture, forestry, hunting and fishing. Another 12 percent is involved in 
communal, social or personal services. Although statistics by size of enterprise are not available, no 
more than 220,000 persons (13 percent of the total) are engaged in activities that might be classified as 
small-scale businesses.' 6 In contrast, between 750,000 and 1,000,000 people (representing between 39 
and 53 percent of the economically active urban population) are involved in small-scale enterprises in 
urban areas. 

Of the businesses that comprise the urban informal sector, nearly half (47.9 percent) of the estimated 
number of businesses are found in the two major cities - Quito and Guayaquil - and 4.3 percent in 
Cuenca, the third largest city. Another 18.7 percent are located in intermediate cities, and 29.1 percent 
in smaller towns.'7 

The small-scale enterprise sector is a significant provider of employment in urban areas, especially
in secondary cities. As much as 44 percent of all economically actively individuals are employed in 

"'Rend Calder6n, "Rol de la micro y pequefia empresa en la generaci6n de empleo," in Programas 
de Micro y Pequenla Empresa en el Ecuador, pp. 38-39. 

"Such findings are common, and illustrate the tendency to underestimate the overall size of the
 
small-scale enterprise sector.
 

6Banco Central del Ecuador, Boletfn Anuario del Banco Central, No. 11, p. 216. 

'Rend Calder6n, "Rol de la Micro y Pequefia Empresa en la Generaci6n de Empleo," Programas
 
de Micro y Pequerla Empresa en el Ecuador, p. 38.
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micro-enterprises in secondary cities and smaller towns, compared to 35.5 percent in the three largest 
cities, " 

Labor Composition 

One of the most salient characteristics of small-scale enterprises is that owners constitute a major
portion of the workforce. According to projections based on the 1988 National Housing Survey, more 
than half (53 percent) of the sector is comprised of individual self-employed persons, while another 13 
percent are owners of businesses that employee others. Salaried or unsalaried family members comprise
8.9 percent of the total, while 25 percent consists of wage-earning nonfamily workers.19 

Sectors of the Economy 

It is customary to classify small enterprises into three categories: commerce, production, and 
services. Construction and transportation are sometimes included as separate categories. According to 
the Ministry of Social Welfare, persons involved in informal-sector activities in Ecuador are found mostly
in commerce (49.1 percent). Another 23.6 percent are engaged in production, 16.8 percent in services 
and 9.3 percent in construction.' 

While conceptually comforting, such a classification disguises at least two key characteristics of the 
MSE sector. First, the categories are not mutually exclusive: most producers also sell their products,
placing them equally into the commerce sector; many production firms, such as metwl workers, also 
repair items, which would justify placing them also in the service sector; some small shopkeepers also 
design and manufacture some of the items (especially handicrafts) that they sell; and ;ome firms that 
manufacture and sell their own products may also be selling items produced by others. Second, truly
small-scale entrepreneurs often engage in a number of distinct activities - sometimes engaged in 
manufacturing, sometimes working for others, sometimes selling merchandise in markets or on the streets 
- especially if the micro-enterprise venture is seasonal or allows fiee time. Marginal income groups are 
frequently involved in several different income-producing activities. 

Even though the categories are not pure, however, there is a fundamental difference among
individuals who are primarily engaged in manufacturing goods, those who are primarily engaged in 
selling products produced by others, and those providing labor as a service. Classifying the respondents
according to categories that best describe the principal focus of the entrepreneur can be useful in 
understanding key differences, including differences in needs, as long as the institutions supporting MSEs 
do not lose sight of the fact that the individuals may not fit neatly into the categories. 

"Calder6n, op.cit., p. 36. 

'9Calderdn, op.cit., p. 40. As will be discussed later, this distribution differs from the study 
sample, which found an average of more than two workers (family or nonfamily) for each owner. 

'Baca Carbo, op.cit., p. 13. 

http:workers.19
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Salient Characteristics of Micro- and Small-scale Enterprises 

Micro-enterprises in Ecuador are generally considered to be marginal, precarious operations that 
provide little more than a bare minimum existence to their owners and workers. Externally, they are not 
legally registered and avoid zaxes. Internally, they have a primitive style of organization, confused or 
nonexistent division of labor, low skill requirements and knowledge, minimal invested capital, a primary
objective of maximizing income and a strategy focused on survival.2" 

According to the Ministry of Social Welfare Labor, MSEs are characterized by low income,
insufficient capital accumulation, little ability to save and invest, inadequate technology, low productivity,
and a low return to labor.' Informal sector wages reportedly average 33 percent below the "modern" 
sector: while 43 percent of workers have wages that are than two timesin the modern sector more 
minimum wages, only 19 percent of informal sector employees receive similar wages.' To the Ministry
of Small Industry, MSEs are characterized by extreme precariousness, a weak financial and economic 
base, disorganization, inefficiency, reduced productivity, and income below tolerable minimums24 

INSOTEC's research' has generally concluded that MSEs suffer from: 

" Low income, low salary levels, and a low standard of living; 

" Difficulties in entering the market; 

* Little managerial training and capacity; 

" Lowly skilled workers;
 

" Growth discontinuities;
 

" Limited capital resources and little access to credit;
 

" Slow turnover of capital;
 

* Little capital equipment; 

* Low efficiency; 

21Cazar, op.cit., p. 20. 

'Baca Carbo, op.cit., p.14. 

'Calder6n, op.cit., p. 37. 

24Cazar, op.cit., p. 20. 

'Fidel Dura, p. 68. 



o Low productivity; 

* Low product quality; 

* Limited markets; 

* Lack of competitiveness with products from medium and large scale enterprises; and 

* Declining net incomes. 

RECENT STUDIES OF THE MICRO- AND SMALL-SCALE
 
ENTERPRISE SECTOR IN ECUADOR
 

Numerous studies of the MSE sector in Ecuador have been carried out in recent years. 

In late 1989 and early 1990, LUSAID/Ecuador sponsored an impact evaluation of the portion of small 
enterprise project that was being administered by CARE. This study examined the programs of five 
foundations sponsored by the Ftndaci6n Carvajal and two that were receiving assistance from Acci6n 
International/AITEC. The evaluator conducted a study of 447 small-scale entrepreneurs that were 
beneficiaries of the various programs, and 15 nonbeneficiaries for a control sample.' This is referred 
to as the Valinmer study in this report. 

Also in 1990, USAID/Ecuador contracted a study of the other major component of its small 
enterprise project - a series of foundations that were drawing on loan funds made available through
UNEPROM, a small enterprise program sponsored by the Ministry of Labor. This study examined nine 
foundations and nongovernmental organizations that were working with UNEPROM. The evaluator 
designed and administered a survey of 807 small-scale entrepreneurs, including 673 beneficiaries and 134 
nonbeneficiaries. 7 This is referred to as the CEDATOS survey in this report. 

INSOTEC has conducted a large number of general and subsector studies on the small-scale 
enterprise sector during the past five years. Among the more important recentare a study of the 
economic, social and political environment;' a series of studies on the metal mechanics, food, wood,
plastics, chemicals and textiles sectors; and regional studies on the provinces of Chimborazo and 
Tunguragua and several secondary coastal cities. 

'Patricio Valdez, Proyectode Evaluaci6ndel Impactodel Programade Desarrollode la Pequefla 

Empresa, 1990. 

2Arelis Gomez Alfonso, Informe de Evaluaci6nde Impacto ProgramaUSAID/MTRW. 

'Fernando Fernandez, Condiclonesde Entornode las PequeflasEmpresasen el Ecuador. Quito: 
INSOTEC, 1990. 
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Tonia Papke conducted a study of intermediate institutions involved in implementing the 
USAID/Ecuador Small Enterprise Development Project. This study did not look at individual small-scale 
enterprises, but did highlight numerous problems facing the intermediary institutions in trying to deal with 
their clients. 

Finally, USAID/Ecuauor sponsored two seminars on micro-enterprises in 1989 that brought together
several Government of Ecuador (GOE) agencies and nongovernmental organizations. Papers presented
for these seminars were published by INSOTEC later that year.' 

A STATISTICAL PROFILE OF A
 
SAMPLE OF MICRO- AND SMALL-SCALE ENTERPRISES IN ECUADOR
 

Demographics of the Survey Sample 

As part of this study, a questionnaire was administered to 582' micro- and small-scale 
entrepreneurs in Ecuador during the months of July and August, 1990. This sample represents a specific
sector of the MSE seczor -- entrepreneurs who have chosen to participate in formal assistance programs
and people who are relatively similar to them. It is not representative of the MSE sector as a whole;
significant subsectors (in particular, market and street vendors and rural-based artisan enterprises) are 
underrepresented or not present. Overall, the micro-enterprise portion of the sample is biased toward 
the larger end of the spectrum of micro-enterprises in the country. 

A detailed description of the survey methodology appears in Annex A, and a copy of the 
questionnaire in Appendix C. 

Beneficiaries and Control Group 

The survey sample included 430 "beneficiaries" and 152 "controls." Beneficiaries were defined as 
individuals who had received assistance - credit, training or technical assistance - from a formal 
institutional program of assistance to micro- and small-scale enterprises. These included programs of 
nongovernmental organizations (NGOs) supported by USAID/Ecuador and other international donor 

'Instituto de Investigaciones Sccio-Econ6micas y Tecnol6gicas (INSOTEC). Programasde Micro 
y Pequefla Empresa en el Ecuador. Quito: INSOTEC, 1989. 

"lhe original sample contained 625 respondents. Reviewing the characteristics of 43 respondents

who were classified as "rural" led to a decision to exclude these from the final sample, 
as they were
 
engaged in animal husbandry activities rather than small-scale agroindustries.
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projects, private foundations, private banks and the national development bank. 3 The beneficiary
sample was drawn randomly from client lists provided by the institutions. 

The control sample was drawn from names suggested by the beneficiaries. Each beneficiary
interviewed was asked to provide the names of other MSEs in the immediate area who were similar to 
the respondent, but had not received outside project assistance. In some cases the "control" group had,
in fact, received assistance, and became part of the "beneficiary" sample. A subset of the beneficiaries 
(Ill respondents), although named as active clients by one of the supporting institutions, had apparently
received no benefits - training, technical assistance or credit - from any program at all. In most of the 
analyses this group was treated as a separ.e category. 

As discussed in the individual sections below, basic socio-demographic characteristics - the gender
distribution, civil status and level of education - of the two groups were very consistent, indicating that,
in fact, the control group was a good reflection of the beneficiary group. 

Male/Female Distribution 

Of the 582 respondents, 380 (65.3 percent) were men and 202 (34.7 percent) were women. This 
pattern was consistent for both the beneficiary and nonbeneficiary groups (see Table 1), indicating that 
the nonbeneficiary sample constituted an adequate control group for the sample on the basis of gender. 

The proportion of women in the sample is somewhat below estimates based on the 1989 household 
survey, which projected that 39 percent of the country's informal sector entrepreneurs are women.32 

It is considerably below the estimates of 
persons studying the role of women in 
development. As pointed out in Chapter Two TALE . 
of this report, women entrepreneurs are 
significantly undercounted in typical GENDER DISTRIBUTION OF BENEFICIARIESAND NON-BENEFICIARIES 
enterprise surveys, with the result that from 
sources specializing in the role of women in SEX 
development in Ecuador estimate female 
participation in the sector as high 50 BENEFICIARY STATUS Femateas Hate TOTALS 
percent. Yes 279 151 430
 

64.9% 35.1% 100.0%
 

No 101 51 152
 
66.4% 33.6% 100.0%
 

TOTALS 380 202 582
 
65.3% 34.7% 100.0%
 

3tDetailed descriptions of both the donor programs and the local institutions that support MSE 
development activities are contained in other reports of this series. 

'Baca Carbo, op. cit., p. 14. 

http:women.32
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The proportion of women in the sample is also lower than the samples of recent studies and 
estimates provided by other sources (see Figure 1).33 The Valinmer evaluation of CARE-sponsored 
activities had a slightly higher 
percentage of females (37.6 percent) 
in its sample. The CEDATOS survey
 
of 653 MSEs for the 1990 SEX COMPOSITION OF MSE SECTOR
 
UNEPROM evaluation, found a much PERCENT
 
higher proportion of female 100%PE N
 

beneficiaries (54 percent), leading
 
Gomez to conclude that the program ...
 
has had significant success in reach- 5 ..
 

ing female micro-entrepreneurs.
 
These higher estimates may be due to . /0 

the fact that AID-sponsored programs
 
tend to place a higher emphasis on
 
serving females (because of -WID
 
oversight) than independent programs
 
and programs sponsored by other 0C GOE WID SUPVEY CEDATOS 
 VAL IIMEP 
donors." Data collected by Fraser SOURCE OF ESTIMATE 
and Gomez for the current sector 
assessment' found a relatively high Women 'M , 
proportion of women (ranging from Figure 1 
35 to 63 percent) among the listed 
beneficiaries. While USAID/
sponsored programs appear to be targeting sectors of the economy that women are heavily represented
in, the current survey sample indicates a distribution more consistent with the population as a whole. 

Age 

The micro-entrepreneurs surveyed for the study are relatively young (see Table 2 below). Forty-six 
percent were 35 years of age or younger, and 71.1 percent were 41 years of age or younger. Only 9.0 
percent were over 50. 

'Neither Orellala nor the participants in the two seminars sponsored by USAID/Ecuador and 

INSOTEC in 1989 provided gender-disaggregated information. 

'G6mez Alfonso, op. cit., p. 9. 

"The current survey covered non-USAID-sponsored NGOs and foundations, while the CEDATOS
 
and Valinmer surveys covered only USAID-sponsored programs.
 

'See Peter Fraser, Arelis Gomez and Miguel Rivarola, Chapters Two and Three in the separate

background report, Institutionsand the Micro- and Small-Scale EnterpriseSector in Ecuador.
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There were slightly more men in the youngest and oldest age groups: 49.2 percent of the men were 
35 or under, compared to 42.3 percent of the women; and 9.9 percent of the men were over 50, com

pared to 7.5 percent of the 
women. Half of the womeninterviewed were between 
36 and 50, compared to 

AGE OF RESPONDENTS, BY BENEFICIARY STATUS AND SEX only 41 percent of the men.
The differences, however, 

BENEFICiARY STATUS SEX were not statistically 
AGE GROUP YES NO Mate Femate TOTALS significant. Similarly, there 

was little age diff,.rence
Younger than 28 59 28 55 
 32 87 between the beneficiary and 

13.8% 18.9% 15.9%
14.7% 15.1% eefiiarynonbeneficiary respondents: 
28 through 35 
 138 44 129 53 182 slightly more nonbene

32.3% 29.7% 34.5% 26.4% 31.7% ficiaries were in the "Under 
36 through 41 103 37 
 88 52 140 28" and "Over 50" age

24.1% 25.0% 23.5% 
 25.9% 24.3%e
 groups, but the differences 
42 through 50 91 23 65 49 114 were not statistically

21.3% 15.5% 17.4% 24.4% 19.8% 
 significant.nt s 
OLder than 50 36 16 15
37 52 

8.4% 10.8% 9.9% 7.5% 9.0% Thi iThis is consistent with 
TOTALS 
 427 148 374 201 575 the findings of the two 

100.0% 100.0% 100.0% 100.0% 100.0%
 
USAID-sponsored evalua

.................
.... .....
............... 
 tions. Neary 60 percent of 
the respondents to both the 
CEDATOS and Valinmer 

surveys were 40 years of age of less 7. 

There !s no difference in age by sector, and no discernable age pattern by individual occupation. 

Education 

According to the 1988 household survey, only 22 percent of informal sector workers have completed 
a secondary education. This contrasts sharply with workers in the so-called "modern" sector, of which 
54 percent have completed a secondary education.38 

"Gomez, op. ct., p. 10. 

33Baca Carbo, op.cit., p. 14. 

http:education.38
http:significant.nt
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Respondents to the survey w re more highly educated than the household survey would indicate, 
as 36.9 percent had completed a secondary education. However, they do appear to be less educated than 

the sample, respectively (see Table 4). 

"modem" sector workers. 
These findings are 
consistent with both the TABLE 3 
Valinmer and CEDATOS 
surveys. Beneficiaries LEVEL OF EDUCATION, BY BENEFICIARY STATUS AND SEX 

appear to be slightly better 
e d u c a ted t h a n YEARS OF SCHOOL 
nonbeneficiaries, but there COMPLETED YES NO Nate Female TOTALS 
is virtually no difference in 
education between men and 
women in the sample (see 

Some Primary 19 
4.5% 

8 
5.4% 

18 
4.8% 

9 
4.5% 

27 
4.7% 

Table 3). Comteted Primary 119 49 114 54 168 
28.0% 32.9% 30.3% 27.3% 29.3% 

Technical School 31 13 29 15 44 
Location 7.3% 8.7% 7.7% 7.6% 7.7% 

Some Secondary 62 21 51 32 83 
Nearly half (44.9 14.6% 14.1% 13.6% 16.2% 14.5% 

percent) of the sample was Completed Secondary 127 3;! 97 62 159 
drawn from the two major 29.9% 21.5% 25.8% 31.3% 27.7% 

citiessaf of Quito and Some University 39 14 39 14 53 
Guayaquil. Respondents 9.2% 9.4% 10.4% 7.1% 9.2% 

from secondary coastal and University Degree 28 12 28 12 40 
highlands cities comprised 
32.2 and 22.9 percent of 

The nonbeneficiary sample tended to be concentrated more in the 
two major cities of Quito and Guayaquil: 52.3 percent of the nonbeneficiary sample was drawn from 
these two towns compared to only 42.4 percent of the beneficiary sample. Secondary coastal and sierra 
towns were slightly underrepresented in the nonbeneficiary sample. None of the differences were 
statistically significant, however. 
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There was little gender TABLE 4 
difference in the location of 
respondents. Women were GEOGRAPHIC DISTRIBUTION OF RESPONDENTS 
slightly overrepresented in 
Guayaquil and Quito, and BENEFICIARY STATUSsligtly in 	 SEXnderepreente INTERVIEW
slightly underrepresented in 	 YES MaLeLOCATIONS 	 NO 
 FemaLe TOTALS
 
the secondary towns, but
the differences were slight Quito 	 94 36 82 48 13021.9% 23.8% 14.1% 8.3% 22.4%
and not significant. Guayaqui L 88 43 78 53 131 

20.5% 28.5% 13.4% 9.1% 22.5% 
Civil Coastal 144 43 125 62 187 

Status 33.5% 28.5% 21.5% 10.7% 32.2% 

Sierra 104 29 94 39 133 
A large majority ofthe 24.2% 19.2% 16.2% 6.7% 22.9% 

respondentsor were inmarried involvedeither TOTALS 430 151 	 379 202 581 
100.0% 100.0% 
 100.0% 100.0% 
 100.0%


long-term common law 
partnerships. Seventy-three 
percent claimed to be 
married, while 6.4 percent responded that they were common-law partners. Only 16.2 percent of the 
respondents were single, and only 5 percent were divorced or widowed. This is consistent with the 
findings of the Valinmer survey which reported between 65 and 73 percent of the respondents as married. 

Several hypotheses may account for the large percentage of respondents that are either married or 
in long-term relationships. First, the respondents themselves, especially common-law partners, may be 

overstating their married 
TABLE 5 	 status. Second, micro

entrepreneurs may represent 
a socially stable and 

CIVIL STATUS OF RESPONDENTS,
 
BY BENEFICIARY STATUS AND SEX upwardly mobile sector of 

the society. Third, the 
BENEFICIARY STATUS SEX selection process used by 

the foundations and NGOsCIVIL STATUS 
 YES NO Mate Female TOTALS
 
may (either overtly or 

Single 58 32 52 38 90 unintentionally) weed out 
13.6% 21.3% 13.7% 19.1% 15.6% less stable individuals. This 

Married or Comm latter hypothesis is 
Law 351 108 313 146 459 supported in part by the fact

82.0% 72.0% 82.6% 73.4% 79.4% that a larger percentage of 
Widowed or Divorced 19 10 14 15 29 nonbeneficiaries are single,

4.4% 6.7% 3.7% 7.5% 5.0% widowed and divorced (see 
TOTALS 	 428 150 379 199 578 Table 5).

100.0% 100.0% 100.0% 100.0% 100.0%
 

Female micro
entrepreneurs were less 
likely to be married than 



_ _ _ _ _ 
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men. A higher percentage of female respondents was single, and a higher percentage was widowed or 
divorced. 

Head of Household 

According to national statistics, approximately 49 percent of small-scale business owners are heads 
of household." In contrast, more than two-thirds (67.4 percent) of the respondents to this survey
classified themselves as heads of household. 

Program beneficiaries are much more likely to be heads of households than are nonbeneficiaries. 
This could be due to biases inherent in the formal selection procedures used by the intermediary
institutions, or to self
selection characteristics of 
people who tend to seek TABLE 6 

support from theseinsttutins.HEAD-OF- FAMI LY STATUS, 
institutions. BY BENEFICIARY STATUS AND SEX 

Similarly, men are far BENEFICIARY STATUS SEX TOTALS 
more likely to be heads of HEAD-OF-FAMILYhousehold than wom en: STATUS YES__ _ _ _ _ _ _ __ _ _ __ NO _ _ __ Mate _ Femate 

87.7 percent of the male Yes 287 85 

_ _ 

59 

_ _ 

313 372 
respondents answered that 70.0% 59.9% 87.7% 30.3% 67.4% 
they were heads of No 123 57 44 136 180
household, compared to 30.0% 40.1% 12.3% 69.7% 32.6% 
only 30.3 percent of the TOTALS 410 142 357 195 552 
women respondents. While 100.0% 100.0% 100.0% 100.0% 100.0% 

women may be reluctant to 
claim head-of-household 
status, the responses imply
that many women form businesses as a second source of income for the family or as an independent 
source of income for themselves. 

Basic Characteristics of the Businesses 

Sector 

The largest percentage of the respondents (42.8 percent) were classified as primarily engaged in 
production activities, followed by 30.4 percent in services and 24.6 percent in commerce.' This
distribution contrasts sharply with statistics provided by the Ministry of Social Welfare, which show that 

Baca Carbo, op.cit., p. 14.
 

'Thirteen respondents (2.2 percent of the sample) were uncoded.
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49.1 percent of micro-entrepreneurs in the country are involved in commerce, 23.6 percent in production,
16.8 percent in services and 9.3 percent in construction."' 

The formal MSE programs appear to be selectively focusing on the productive and service sectors, 
to the exclusion of the small commerce sector. 
almost exclu-.ively small shopkeepers (tiendas 
or bazares); only five respondents were 
market women, street vendors or others who 
did not own or rent a regular store space. 

Female respondents were heavily 
concentrated in barber and beauty shops, 
small stores, textiles and, to a much lesser 
extent, the artisanry and food sectors (see 
Figure 

Age of Business 

The small-scale businesses included in 
the survey sample display a bimodal age 
distribution. A substantial number (41.6 
percent of the sample) had been formed 
within the past three years. On the other 
hand, an equally large number have been in 
business for more than seven years, and 
nearly one-fourth of the sample has been in 
business for more than 10 years. F 

Women-owned businesses tend to be 

The commerce-sector businesses in the sample were 

DISTRIBUTION OF RESPONDENTS 
BY OCCUPATIONAL CATEGORY AND SEX 

CATEGORY 
Food 

Textiles 

Shoes and leather
 
Woodworking
 

Basic products '
 
M~etalworking
 

Artisanry 

Barber and beauty 
Repairs 

Small store
 
Large store
 

Other
 
a 20 	 40 60 80 1o0 

NUMBER 
=Male IFeale 

2 

younger than those owned by men. More than 20 percent of the women in the sample had established 
businesses within the past year, compared to only 10.6 percent of the men. Furthermore, only 34.5 

"1Baca Carbo, op.cit., p. 13. 

42"Large 	stores," as used in this report, does not mean a store that occupies a large physical 
space or that has large sales volumes. Rather, it is a store that sells larger, higher-cost items (such 
as stoves, refrigerators, construction materials, and home electrical products), in contrast with 
firms that sell very small and low-cost items (such as foods, school supplies, and sewing supplies).
There is a significant difference in scale, investment and risk between the two types of firms. The 
term "large store" may be misnomer, and somewhat confusing, but was the only simple term we 
could think of to distinguish between the two types of operations. 
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percent of the women had been in business for seven or more years, compared to 45.5 percent of the 
men. This could reflect a recent increase in women's economic activities. '3 

Nonbeneficiary TABLE 7
 
businesses are significantly
 
younger than those owned 
 AGE OF BUSINESSES,

by beneficiaries. More than BY BENEFICIARY STATUS AND SEX
 

half of the nonbeneficiaries
 
had formed their businesses BENEFICIARY STATUS SEX
 

within the last three years, YEARS INBUSINESS YES Male TOTALSNO FemaLe 

compared to only 37 One or Less 43 35 3939 78
 
percent of the beneficiaries. 10.4X 23.8% 10.6% 
 20.1% 13.9% 

Two or three 111 39 98 52 150
 
26.7% 26.5% 26.6% 26.8% 26.7%
 

Four thru six 82 18 36
64 100
Legal Status 19.8% 17.4% 17.8%12.2% 18.6% 


Seven thru ten 78 72 99
21 27

Nearly two-thirds of 18.8% 14.3% 19.6% 13.9% 17.6%


the respondents said their Eleven or more 191 34 95 40 135

businesses were legally 24.3% 23.1% 25.8% 20.6% 24.0%
 
registered enterprises. This TOTALS 415 
 147 368 194 562 
appears to be an IOU.0% 100.0% 100.0% 1O0.u% 100.0% 
exaggeration. Perhaps the 
respondents failed to 
understand the question;
perhaps they were afraid to admit to owning an unregistered business; perhaps they did not understand 
the full process of registering and legalizing the business. On the other hand, it may be that the selection processes used by the NGOs and foundations is biased toward larger and more stable businesses. 
Whatever the reason, the micro- and small-scale enterprise sector is virtually synonymous with
unregistered, informal-sector operations, and the number of respondents reporting that their businesses 
were legally registered is inconsistent with known registration patterns." 

There was no difference between beneficiaries and nonbeneficiaries. Male respondents were slightly 
more likely than female respondents to say their businesses were registered. 

Of the 228 respondent who said their businesses were unregistered, the vast majority (156) said they
saw no benefit to registering the business or that it not occurred to them. Only 20 hadn't registered their
businesses because of the higher tax burden registration implied; 10 cited difficult and cumbersome
procedures as an impediment to registration; 5 said the costs of registration were too high; and only I 

'See Rae Blumberg, Chapter Two in this report. An alternative interpretation would be that
women-owned businesses have a higher failure rate, which reduces the number of older women
owned businesses in the sector. Additional research would be needed to explore this issue.
 

"Further research would be required to clarify this point. 
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cited the onerous burden of submitting to the provisions of the labor code as a reason for not registering 
the business. 

Type of Ownership 

Most of the respondents (97.9 percent) were either sole owners of the business or in partnership with 
their spouse or other family member (see Table 8). Only 12 of the 576 respondents for whom data were 
available, all of whom were men, were either 
in partnership with nonfamily members or 
incorporated. Women respondent3 were 
much more likely than male respondents to 
have their spouse as a business partnier. 
There was no difference between the 
ownership structure of beneficiary and 
nonbeneficiary businesses. 

Motives for Starting the Business 

Rather than representing a desperate last 
resort, starting a small-scale business is 
viewed by most entrepreneurs as a positive 
alternative to other lines of work. Only six 
percent of the respondents to the survey said 
they had started their businesses because they 
could not find other work. The vast majority 
started businesses either to be independent 
(34.0 percent) or because it represented an 
opportunity to earn more income than other 
alternatives (49. 1 percent). 

TABLE 5 

OWNERSHIP STRUCTURE,BY SEX 

OWNERSHIP TYPE 

owner, Alone 

Family Partner(s) 

Non-Famity Partner(s) 

Incorporated 

TOTALS 

SEX
 

Male Female TOTALS
 

314 150 464 
a3.5% 75.0% 80.6% 

50 50 100
 
13.3% 25.0% 17.4%
 

10 0 10 
2.7% .0% 1.7% 

2 0 2 
.5% .0% .3% 

376 200 576
 
100.0% 100.0% 100.0% 

Nonbeneficiaries were more likely to have started their businesses out of need ("No Other 
Opportunity") than beneficiaries. Beneficiaries were much more likely to view the business as 
representing a better opportunity to increase income. 
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Women were much TABLE 9
 
less likely than men to view
 
the business as an 
 REASON FOR STARTING THE BUSINESS,
 
o p p o r t u n i t y ta b e BY BENEFICIARY STATUS AND SEX 

independent, and more 
likely to see it as BENEFICIARY STATUS SEX 
representing a better income MAJOR REASON YES NO Mate Female TOTALS 
potential. This probably No Other Opportunity 21 16 20 17 37 
reflects a realistic 4.9% 10.7% 5.3% 8.5% 6.4% 
assessment of the limited Continue Family 39 16 35 20 55 
job potential and overt wage Business io.-% . 10.07. 9.5%9.2% o. 
discrimination against To be Independent 144 52 53143 196 
women in the formal sector. 33.8% 34.7% 38.1% 26.4% 34.0% 

Better Opportunity 218 173 283
65 110 

Newer businesses were 51.2% 43.3% 46.1% 54.7% 49.1% 

more likely to have been Other 4 1 4 1 5 
started as an opportunity to .9% .7% 1.1% .5% .9% 
earn more, while older TOTALS 426 150 375 201 576 
businesses had been started 100.0% 100.0% 100.0% 100.0% 100.0% 
primarily to be independent. 

Business Location 

Slightly more than half (53 percent) of the respondents operated their businesses from independent
stores, shops or other locations, while 42 percent operated businesses that were either in orlocated 
attached to their homes. Only 4.6 percent of 
the respondents were market or street vendors, 
showing the strong bias of the donor programs TALE 10 
against working with these sectors of the MSEpopultion.LOCATION OF BUSINESS,population. BY SEXB E
 

Female respondents were much more SEX 
likely than male respondents to have their 
businesses located in their home. While 54.2 LOCATION ML'Le Ferate TOTALS 
percent of the female respondents had In or Attached to 120 109 229 
businesses located in or attached to their home, House 32.1% 54.2% 39.8% 

only 32.1 percent of the male respondents did. Separate Location 237 82 319 
In part, this reflects the fact that fewer women 63.4% 40.8% 55.5% 
are heads of households: their businesses Market/Street Stalt 12 6 18 
represent second incomes juxtaposed with 3.2% 3.0% 3.1% 

traditional housekeeping activities. At the same No Permanent Location 5 4 9 
time, however, even female heads of 1.3% 2.0% 1.6% 
households are only slightly more likely than TOTALS 201 575374 
female nonheads of households to have 100.0% 100.0% 100.0% 
businesses located in separate facilities. 
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Enterprises that employ nonfamily labor nonfamily labor are much more likely to be located in a 
separate facility. More than 51 percent of the businesses that used only family labor were located in the
home, but only 34 percent of those that hired nonfamily workers were. 

Similarly, the more employees a firm has the more likely the firm is to be located away from thehome. Although 48.6 percent of the firms with I or two employees are located outside the home, for
example, this percentage increases rapidly until 83.3 percent of the firms with more than 10 employees 
are located in separate facilities. 

Assets 

The firms in the sample ranged from extremely small businesses with limited assets (one firm
actually claimed to have no assets) to a relatively large firm with nearly $70,000 in assets. For the most 
part the firms were quite small, clearly falling
within the accerted range of micro- and 
small-scale enterprises. One-fourth AVERAGEof the TOTAL AS5ETS PER FIRM
firms had less than S/.900,000 ($1,046) in (inMillions of Sucresl 
total assets; 50 percent had less than S/.2
million ($2,326) in assets; and 75 percent had CATEGORY 
total assets of less than S/.4.3 million Food 
($5,000). Only 26 firms (less than 5 percent Text°les 
of the sample) had total assets exceeding shoes and leather 
S/.15 million ($17,442). Thus, at least 50 
percent of the sample clearly consists of
 
Dusinesses that would be classified 
as micro asic products 
enterprises under the criteria established by 
most of the local intermediaries, and another 
45 percent that would be classified as small Barber and beauty
enterprises. The remaining 5 percent might pi
well be considered medium-scale enterprises. Small store 

Large store 
There are strong sectoral differences in Other 

business size, as can be seen in Figure 3. a 2 4 6 6 10
Businesses in the metalworking and basic TOTAL ASSETS 
products subsectors, and the large stores tend 
to be much larger than firms in the other 
subsectors. Barber and beauty shops, artisan Figure 3 
handicraft producers and small stores tend to 
be very small operations. 

This data can be interpreted two different ways. Subsectors with larger firms may be more dynamic
subsectors, offering greater potential for growth and expansion. On the other hand, these seem to be
fields that require a larger amount of capital, both to get established and to stay in businesses. Issues of
profitability and relative success are discussed later in thi--chapter. 
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The differences between subsectors, 
however, is not as striking as the variation in RANGE OF FIRM SIZES 
asset size among firms in the same BY SECTOR 
subsectors. There is a tendency to consider CATEGORY 
small-scale enterprises, especially those within Food -

a single subsector, as being similar. In fact, Textiles -

as can be seen in Figure 4, there is Shoes/Leather -

considerable variation in firm size, even Woodworkng -

within the subsectors. The greatest variability Bas Products - I .--+ 
occurs in the large stores, metalworking and 
basic products; there are both very small and Metalworking -

very large firms within these subsectors. 
Barber and beauty shops and small stores, on 

Artismnry 
Barber/Beauty -

-

the other, tend to be uniformly small-scale Repairs - . , 
operations, with very little variation in size. Small Stores -

Large Stores - , 

This has important program Other -
implications. Differences in asset size are L I I I I I I I 
related to differences in management -oa 10 20 30 40 50 0 

capabilities, scale of operations, sophistication ASSETS (InSucres Million] 

of production and marketing technologies, and 
capital requirements. Programs adopting Figure 4 
standardized approaches to providing
assistance to these groups are unlikely to be able to address the specific needs of the different participants
in the subsector because they fail to recognizes the differences in needs implied by differences in scale 
of operations. 

Gender is strongly related to asset size: women-owned businesses are smaller than men-owned 
businesses. More than half of the women-owned businesses have less than S/. 1.5 million ($1,750) in total 
assets, compared to only 37 percent of the men-owned businesses. Conversely, iore than 20 percent
of the male-owned businesses had more than S/.6.0 million ($7,000) in assets, compared to only 9.2 
percent of the women-owned businesses. The relationship is strong, consistent, and statistically 
significant. 
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Similarly, businesses owned by nonbeneficiaries tend to be smaller than businesses owned by
beneficiaries. More than half (53.4 percent) of the nonbeneficiaries had less than S/. 1.5 million invested 
in their businesses, 
compared to only 20.6 
percent of the beneficiaries;TABLE 11 
and while 19.4 percent ofthe eneiciaieshad OF BUSINESSES,oreSIZE 

the beneficiaries had more BY BENEFICIARY STATUS AND SEX
than $/.6 million invested in 
their businesses, less than 9 BENEFICIARY SEXSTATUS TOTALSpercent of thenonbeneiciaries did. ASSET GROUP YES NO MaLe FemaLe 

Thru 750k 80 41 69 52 121Part of these 
 18.9% 28.1% 18.5% 26.5% 21.3%
differences could be due tothene o e u e 751k thru 1,500k 80 37 69 4C 117the age of the businesses. 18.9% 25.3% 18.5% 24.5% 20.6% 
Both nonbeneficiaries and 1,500k thru 3,000k 105 30 90 45 135 
women tend to have 24.8% 20.5% 24.1% 23.0% 23.7% 
younger businesses, and 3,000k thru 6,000k 76 25 68 33 101 
asset size is a function of 18.0% 17.1% 16.8%18.2% 17.8% 
age: older businesses tend More than 6,000k 82 13 77 18 95 
to be larger. More than 
 19.4% 8.9% 20.6% 9.2% 16.7%
 
one-fourth of the businessesover 10 years old have TOTALS42 16 3719 59 

100.0% 100.0% 100.0% 100.0% 100.0%
 
more than S/.6 million 
($7,000) in assets, 
compared to only 9.7 
percent of the businesses less than three years old. In contrast, more than one-fourth of the businesses 
less than three years old had assets of less than S/.750,000 ($872), compared to less than 15 percent of 
the businesses over ten years old. There are older firms that have apparently not grown, and younger
firms that have either grown rapidly or have started with a larger asset base, but the general pattern is 
strong and significant. 

The difference, at least in the case of gender, may also be due to the nature of the business. As 
discussed earlier, businesses in metalworking, basic products, and large stores tend to be relatively large,
while those in barber and beauty, artisan handicrafts and small stores tend to be small. Women-owned 
businesses tend to be concentrated in sectors characterized by smaller businesses. 

Assets may also be considered a proxy for the costs of being in business, however. From the 
average assets of firms in tile sample, it appears that metalworking, basic products, large stores and, to 
a lesser extent, textiles, require the highest level of investment. Artisan handicrafts, repair shops, barber 
and beauty shops and small stores require the least. It is easier and less costly to establish a small artisan,
repair shop, store or barber and beauty business than it is to establish a metalworking, large store or basic 
products manufacturing operation. These are, therefore, more attractive and accessible as start-up 
business ventures for people with less capital. 
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TABLE 12
 

IMPACT OF BUSINESS AGE ON ASSET SIZE
 
(Assets in miLLions of Sucres)
 

TOTAL ASSETS
 

YEARS IN BUSINESS 0 to .75 .75 to 1.5 to 3.0 to 
 More than TOTALS
 
1.5 3.0 6.0 6.0
 

0 THRU 3 YEARS 57 48 
 57 39 22 223
 
25.6% 21.5% 25.6% 17.5% 9.9% 
 100.0%
 

4 THRU 10 YEARS 35 41 47 
 32 39 194
 
18.0% 21.1% 24.2% 
 16.5% 20.1% 100.0%
 

MORE THAN 10 YEARS 21 27 28
26 31 133
 
15.8% 20.3% 19.5% 23.3%
21.1% 100.0%
 

TOTALS 
 113 116 130 99 92 
 550
 
20.5% 21.1% 
 23.6% 18.0% 16.7% 100.0%
 

This can be seen clearly in Table 13. More than three-fourths of the barber and beauty shops have
less than S/. 1.5 million ($1,744) in assets. At the other end of the spectrum, very few metalworking,
woodworking -nd basic products operations have less than S/. 1.5 million in assets.4'From this table we 

TABLE 13 

COMPARISON OF ASSET SIZE, BY SECTOR
 
(Assets in miLLions of Sucres)
 

Percentages
 

TOTAL ASSETS
 

CATEGORY 0 to .75 .75 to 
 1.5 to 3.0 to More than TOTALS
 
1.5 3.0 6.0 6.0
 

Food 26.6 
 26.6 18.8 14.1 
 14.1 100.0

TextiLes 17.2 17.2 25.0 19.5 
 21.1 100.0
 
Shoes and Leather 22.6 22.6 
 18.9 22.6 13.2 100.0
 
Woodworking 7.3 
 22.0 
 29.3 24.4 17.1 100.0
 
Basic products 17.6 
 8.8 20.6 23.5 29.4 100.0
 
MetaLworking 
 9.7 9.7 19.4 16.1 45.2 100.0
 
Artisanry 25.0 16.7 
 29.2 22.9 6.3 100.0
 
Barber and beauty 42.3 34.6 15.4 7.7 
 .0 100.0
 
Repairs 43.8 21.9 18.8 
 9.4 6.3 100.0

Smatt Store 20.9 41.9 18.6 
 16.3 2.3 100.0
 
Large Store 13.8 10.3 34.5 17.2 24.1 
 100.0
 
Other 26.9 15.4 30.8 11.5 
 15.4 100.0
 

TOTALS 21.6 
 20.7 
 23.2 18.0 16.4 100.0
 

'Basic products show a greater variability because the subsector contains a variety of enterprise 
activities. 
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would expect barber and beauty shops, repair shops, food, artisan handicrafts and leather working to be 
fields selected by first-time entrants to the micro-enterprise sector. 

However, with easier entry into these fields, competition should be greoter and profitability lower. 

DYNAMICS OF MICRO- AND SMALL-SCALE
 
ENTERPRISES IN ECUADOR
 

The major rationale or supporting micro-enterprise development is, and must be, a conviction that
these organizations are capable of growing and providing a decent standard of living for the owners, their
dependents and employees. Small businesses throughout the world have a high rate of failure: as much 
as 80 percent of all businesses that are established fai! within the first two years of operation.' Many
GOE officials and professionals studying micro-enterprises in Ecuador have come to the conclusion that 
these are marginal operations characterized by substandard wages, low productivity, disguised
underemployment, and little chance of growing into significant businesses.47 

There are several ways to estimate the relative degree of success of the micro-entrepreneurs.
Clearly one way is through the percept;on of the entrepreneurs themselves - whether or not they
perceive their businesses to be successful and their plans for the future. These are discussed later in the 
chapter. Another is to calculate indicators based on the economic performance of the firm. This section
discusses several indicators of firm performance - growth in sales ,ind profitability, and a benefit/cost
ratio that examines a firm's contribution to economic output. 

Specific Success Indicators 

Growth in Sales in Sales and Income 

When asked directly whether or not sales had increased, less than half (41.2 percent) of the
respondents reported that their sales had increased between 1989 and the first six months of 1990. More 
than one-fourth indicated that sales had decreased from 1989. Another one-fourth of the respondents said 
that their sales had not changed during the past year. The rest had either been recently created, so there 
was no basis for comparing sales with the previous year, or that they did n.ot know. In a highly
inflationary setting, such as that facing Ecuador, constant and even growing sales often represent a decline 

'In this sense all recent studies of micro-entrepreneurs in Ecuador are highly biased in that the
 
samples do not contain the responses of people who have failed and gone out of business.
 

"'See especially the papers presented to the USAID/INSOTEC seminars on the informal sector.
 
INSOTEC, Programasde Micro y Pequefla Empresa.
 

http:businesses.47
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in real terms. Thus, a minimum of 50 percent of the respondents report that they are experiencing 
declining real sales. 

Reported sales amounts for 1989 and 1990 generally TABLE 14 
corroborated responses to the direct question. Nearly two
thirds (65.3 percent) of the respondents had increazed REPORTED CHANGE IN SALES,
nominal sales volumes in 1990. 1989 TO 1990 

However, when the rate of inflation is taken into CHANGE INSALES NUMBER PERCENT 
account, the sales of nearly two-thirds of the respondents N A 26 4.6 
are not keeping pace with inflation. If 40 to 60 percent is Recnty Created 
considered to be the annual rate of inflation, more than 70 No Opinion, Doesn't 9 1.6 
percent of the respondent had negative real growth in sales Know 

the exception of barber and beauty shops and artisans, between 60 and 75 percent of the firms in the 

volumes.' Another 10 percent had no change in real 
Increased, 
Increased, 

Much 
a Little 

67 
171 

11.8 

30.0 
terms. Only 19.4 percent had a positive real growth iP Nu Change

Decreased, a Little 141
111 

24.7
19.5 

sales. Decreased, Much 45 7.9 
This trend is strong, and consistent across most of the 

subsectors. As car. be seen in Figure 5, only in the metal
working subsector did less than 50 percent of the firms 

TOTALS 570 100.0 

experience negative real rates of growth in sales and, with 

other subsectors experienced negative real 
rates of growth in sales between 1989 and

REAL GROWTH IN SALES 1990. The barber and beauty and small 
By Subsector stores subsectors have the largest 

proportion of firms with positive real
CATEGORY sales growth rates, but the majority of 

Food firms in even these subsectors 
S xtdles experienced negative growth rates.Shoes and leather 

Woodworking . I What is surprising in the data is that
Basic products there is no apparent difference between 

etalworkng - .beneficiaries and nonbeneficiaries. If weArtisanry 
B Arberand beauty . were to assume that MSE programs were 

Repairs having a positive impact on business 
Small Store viability, we would expect to find moreLare Store beneficiaries among the positive real sales 

Other ____ --_ growth group. As can be seen in Table 
0% 25% 50% 75% 100% 15, however, that is not the case. 

PERCENTAGE OF FIRMS Beneficiaries performed no better than 
= Negative E No change nonbeneficiaries. 

Positive 

Figure 5 

'This cannot really be taken as indicating a decline in income, because we do not have 
corresponding figures on increases in costs of production. 
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TABLE 15 

GROWTH IN SALES, 1989 TO 1990,
 
BY BENEFICIARY STATUS AND SEX
 

BENEFICIARY STATUS SEX
 

REAL CHANGE INSALES YES NO Paie Femate TOTALS
 

Negative 247 71 218 100 318
 
64.0% 61.7% 64.3% 61.7% 63.5%
 

No Change 81 26 75 32 107
 
21.0% 22.6% 22.1% 19.8% 21.4%
 

Positive 58 18 46 30 76
 
15.0% 15.7% 13.6% 18.5% 15.2%
 

TOTALS 386 115 339 162 501
 
100.0% 100.0% 100.0% 100.0% 100.0%
 

Similarly, there is no difference in performince between men and women in the sample. A slightly
higher percentage of women were in the group that experienced a positive real growth rate in sales, but 
the differences were not statistically significant, which would seem to imply that women-owned businesses 
are not more precarious than men-owned businesses. This is consistent with some of the literature in the 
field, which shows that women tend to be concentrated in businesses that have a high growth potential.4" 
Women are heavily concentrated in the barber and beauty industry and in the small stores subsector, both 
of which had the highest percentage of firms with positive real growth in sales. 

'See Chapter Two of this report. 
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AVERAGE ANNUAL SALES TO SSETS 
Sales Ratios CATEGORY 

FoodComparing the saies efficiency of firms Textiles
 
in the different sectors produces a distinct Shoes and leather
 

pattern of success.' 
 Both sales as a ratio of Wodworking

assets (Figure 6) and sales per employee Basic products
 
(Figure 7) vary significantly by sector. Fim Metalworicing
 
in the food sector have far higher sale,, Artsary
 
compared to the level of investment than any Barber and beauty

other sector, followed by repair shops and Repairs -
small stores. Firms in metalworking, barber Small store 
 i1 
and beauty shops and artisanry have the Large store
 
lowest average sales relative to assets. But in Other
 
terms of sales per employee, large stores have 0 400
200 600 aa0 100 1200 1400 
the higbhst ratio, signifying a high sales RATIO AS A PERCENT 
turnover with relatively few employees.
 
Small stores also have relatively high sales Figure 6
 
turnover per employee, followed by food
 
products firms. The other firms have significantly lower average sales per employee.
 

Since sales are the basis for profitability, firms 
that have the greatest sales efficiency should also be 
generating the highest relative profit levels, which 
shouid, in turn, be translated into higher incomes for 
both the owners of the businesses and their 
employees. 

Again, there was no difference among the 
AVERAGE SALES PER EMPLOYEE respondents on the basis of either beneficiary status 

(in Thousands of Sucresl or gender. Nonbeneficiaries performed as well as
 
CAT EGO RY 


Foo 
MSE program beneficiaries. Improvements in MSE 

-performance, at least in terms of sales efficiency,
TexWias I cannot be ascribed to program impact. WomenSlo,, aod ioatI performed as well as men in terms cf both sales perWoodworking ases sle mlyetog 

ea, po~t sales employee. thoughmassets and per EvenBasic products adprEe
ttari, ry women, in general, own smaller businesses thanArtisa iry metei eel r 

Barber sad beauty men, their sales levels are consistent with the level 
Repair, lof assets invested in the business and the number of 

Small ,tore persons they employ. 
Large store 

Other 
0 200 400 600 80 1000 1200 1400
 

SALES PER EMPLOYEE
 

Figure 7 

5Measured in terms of sales per unit of assets and sales per employee. 
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Profits and Profitability 

As can be expected, TABLE 16 

larger firms generate larger
profits; there is a strong and DISTRIBUTION OF FIRMS INTERMS OF
consistent relationship RELATIVE PROFITABILITY, BY ASSET SIZEconssten reltionhip(Numbers) 
between asset size and 
absolute profit levels. In PROFIT GROUPS (sucres) 

general, firms with less than ASSET GROUP Up thru 50,001 100,001 More than
S/.750 thousand in t (sucres) 50,000 thru thru 200,000100,000 200,000 
 TOTALS
 
assets ($842) generate
profits of less than S/.100 Thru .75 million 43 45 16 7 111thousand ($1 16) per month.theuare firm th .75 thru 1.5 miltlion 30
Ile largest firms, those 44 22 10 106 

with more than S/6 million 1.5 thru 3.0 miLlion 18 56 38 20 132 
($7,000) in assets have the 3.0 thru 6.0 million 12 19 40 24 95 
highest percentage in the More than 6.0 million 5 18 28 39 90 
large profit category.
There are, however, some TOTALS 108 182 144 100 534 
small firms that have high 
levels of profits, and some 
large firms with very low profit levels. 

Absolute profit levels do not indicate relative efficiency or success, however. Ratios such as return 
on investment (profits relative to assets) or profit margins (profits relative to sales) provide a better 
indication of a firm's ability to generate income. 

There were significant differences among the subsectors in terms of return on assets (Figure 8).
Repair shops and firms in the food products sector report significantly higher profits relative to assets 
than any of the other sectors. Firms in the metalworking sector and large stores reported the lowest 
profits relative to asset size. 

A quite different pattern emerges in terms of profits per unit of sales (see Figure 9). Based on 
responses to the questionnaire, repair shops, artisans and barber and beauty shops - all of which are 
labor intensive - have the highest profits for their volume of sales. As can be expected, small stores,
large stores and leather workers - which require large inventories or expensive inputs - report the 
lowest profitability per unit of sale. 
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AVERAGE RETURN ON ASSETS (ROA) 

CAT EGO RY 
Food 

Textiles 

Shoes and leather 

Woodworl:lng 

Basic products 

Metalworking 

Artisanry 

Barber and beauty 

Repairs 

Small store 

Large store 

Othor 

0 5 10 15 20 25 

PERCENT 

Figure 8 

As in the case of sales and absolute 
profit levels, there was no discernable AVERAGE PROFIT ON SALES 
difference based on beneficiary status or 
gender. Nonbeneficiaries performed as well CATEGORY 
as MSE program beneficiaries, and women- Food 
owned businesses performed as well as those Textl/e
owned by men. Shoes and Iehthkr 

Woodworklng 

Basic productsProfits per Employee 
Metalworklng 

Profits per employee provide an At,.lay
indication of a firm's ability to remunerate Barber and beauty 
workers or add new employees. In this Repa.s 

---. 

sample, large stores, small stores, basic Small shop
products manufacturing firms and food Large shop
product firms have the highest average profits ot" 
per employee ratios (Figure 10). Firms in 0 24, 
other subsectors generate significantly lower PERCENT 
levels of profits per employee. 

As inthe case of earlier indicators of Figure 9 
efficiency, there was no discernable difference 
based on beneficiary status or gender. Nonbeneficiaries performed as well as MSE program 
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beneficiaries, and women-owned 
businesses performed as well as those 
owned by men. 

AVERAGE PROFITS PER EMPLOYEE 
(in Thousands of Sucres]

Social Benefit-Cost Ratios CATEGORY 

Calculating a social benefit-cost FoodTextiles 
(SBC) ratio is another approach to Shoes and leather 
estimating the economic viability and 
contribution of a firm. Defined as the " 

Woodworking 
Basic products 

...ratio of an enterprise's value added MotalworkingAr t cary 
to the cost of its zapital and labor, both 
valued at thc'r shadow prices . . .", the 

8arber and beauty 

Repairg 
social benefit-cost ratio provides 
measure of a firm's efficiency:5" 

a Small shop 
Large hop 

other 
A ratio greater than one means that 0 20 40 60 80 100 120 140 160 

an activity or enterprise has a positive PROFITS PER EMPLOYEE 
effect on the total output of the economy, 
while a ratio of less than one means it has 

Figure 10 

a negative effect. 

This social-benefit cost ratio is calculated by the following formula: 

VA 
SBC =
 

r,K + w,L 

where:
 

VA = Value Added 
r,= shadow price (interest rate) of capital
K = Total fixed and working capital 
w = shadow price of labor 
L = total labor hours, including family hours 

In this case, "value added" was calculated as total sales less the estimated cost of inputs which, in 
turn, was estimated at 70 percent of the gross sales value of the product." The shadow price of capital 

5tCarl Liedholm and Donald Mead, Small Scale Industries in Developing Countries: Empirical 

Evidence and Policy Implications, pp. 62-63. 

"See Robert Blayney, Chapter Three in this report, for a discussion of calculating vP'ue added. 
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was estimated at 45 percen 3. The minimum wage S/.32,000 per month was used as the shadow price
of labor. 

Of the 509 firms for which this rado could be calculated, only 95 (18.7 percent) had a positive
social benefit-cost ratio; the rest had either a negative ratio (205, or 40.2 percent of the firms) or an
indeterminant ratio (209, or 41.1 percent of the firms).' Relatively few of the firms made a positive
contribution to overall economic output. Stated another way, the real return to most of the micro
entrepreneurs in the sample is below the opportunity costs of their capital and labor, supporting the 
contention of widespread underemployment in the micro-enterprise sector. 

The size of the finn was inversely correlated with the SBC ratio. As can be seen below, the
smallest firms (those with assets of less than S/.750 thousand) were far more likely to have a positive
SBC and much less likely to have a negative SBC ratio than any other sized firm. The largest firms(those with assets of more than S/.6 million) were far more likely to have negative SBC ratios and muchless likely to have positive SBC ratios. Stated another way, smaller firms tend to be more efficient in
producing sales and profits, while large firms - with more assets and employees - are generally less 
profitable. 

The relationship was consistent and highly significant. As can be seen in Tablel7, not only do more
of the smaller firms have positive SBC ratios, the average SBC is much higher than for larger firms, and 
the relationship is consistent 
through the entire asset range. TABLE 17 

Consistent with this, firms 
with fewer employees tend to have 
higher SBC ratios than firms with SOCIAL BENEFIT/COST RATIOS, BY SIZE OF FIRM 
more employees. As firms add Asset Size Average 
 Average
employees, even within the range (inS/.O00) SBC Ratio Number of Emptoyees SBC Ratio 

of small-scale enterprises Less than 750 1.21 Up to 1 emptoyee* .96
751 to 1,500
considered in this study, they 1.04 Between 1 and 2 1.151,501 to 3,000 .99 Between 2 and 4 
become more inefficient. 3,001 to 6,000 

.91 

.82 Over 4 
 .83

Over 6,000 .55
 

There were also significant *Inctudes part-time owner-operated businesses 
differences among industry 

53Estimates of the annual inflation rate ranged from 35 percent to over 50 percent. Government 
programs were lending at 39 percent per year, while commercial interest rates on savings and loans
 
were 45 percent and 51 perccnt, respectively.
 

'Recognizing limitations on the data, firms with an SBC ratio of between 0 and .6 were
classified as having anegative ratio, firms with an SBC ratio between .61 and 1.4 were classified 
as neutral, and firms with a ratio greater than 1.41 were classified as positive. Although these
 
ranges may appear large, the variability in the data and the lack of precision in calculating value

add prohibit using narrower ranges. While the limits of the "indeterminant" range may be open to

question, it appeared that those with ratios of below .6 were clearly doing poorly, while those
 
above 1.41 were clearly doing well.
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SOCIAL BENEFIT/COST RATIOS 
By Size of Firm 

PERCENT
10 0% 11...... -................... ....
-11 ........... 


. ..
2 5% ... ..... ........... ........ 
 ........... ..
 

0% 
-.0 75 .75 - 1.5 1.5-3.0 3.0 - 6.0 Over 6.0 

ASSET GROUPS (in millions of Sucres) 

Negative Neutral 91f Positive 

Figure 11 

groups, as only firms in the food sector, repair shops and large stores had positive average SBC ratios. 
Average ratios for firms in all other sectors were negative, with metalworking firms having the lowest 
average SBC ratio. 

Gender was not a factor: men and women respondents were similar throughout the sample.
Women's businesses are just as likely (or unlikely) as men's businesses to have a positive social benefit
cost ratio. 

Being associated with one of the micro-enterprise programs does appear to be marginally related to 
the SBC ratio. Although approximately the same percentage of beneficiaries and nonbeneficiaries had 
positive Sec ratios, program beneficiaries were much less likely to have negative ratios than 
nonbeneficiaries. The relationship was not statistically significant, however, and the differences cannot 
be attributed to the effect of program interventions: the programs may, in fact, be helping beneficiaries 
achieve higher SBC ratios, or the higher ratios could signify that more successfu micro-entrepreneurs 
are joining the programs. Two aspects of micro-enterp rise assistance programs, however, were 
negatively related to the SBC ratio: respondents who had never received technical1 assistance had 
significantly higher SBCs than those who had, and training apparently had little or no impact on SBC. 
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SOCIAL BENEFIT/COST RATIOS 
BY SUBSECTOR 

CATEGORY 

Food 
Textiles 

Shoes and leather 

Woodworicing 

Basic products 
Metallwork ing 

Artlsanry 

Barber and beauly 

Repairs 
Small $tor.
 

Large store 

Other 
0.4 O,4 0.8 1 1.2 1.4 1.5 

RATIO 

Figure 12 

The amount of credit received by a firm did have a strong effect on the firm's performance in termsof the SBC ratio. Firms that had received loans amounting to less than 5 percent of their annual sales,
had the highest average SBC 
ratios, while these that had 
received relatively larger loans TABLE 18 
compared to sales had much lower 
average SBC ratios (Table 18). 

SOCIAL BENEFIT/COST RATIOS, BY RELATIVE LOAN SIZE

In an apparent contradiction, Amount of Loan as Average Amount of Loan as Averagefirms that received large loans Percent of Sates SBC Ratio Percent of Assets SBC Ratiorelative to their asset size tended Through 5 percent 1.19 0 to 10 percent .66

to have the highest ratios. This is 5 to 10 percent .99 11 to 20 percent .8310 to 20 percent .81 
 21 to 40 percent .95
understandable in that sales are not Over 20 percent .60 Over 40 percent 1.16directly related to assets. Small 
firms with larger sales tend to 
have the highest SBC ratios.
 
Loans are effective in stimulating sales, but need to be tailored to the size of the firm. 
 Surprisingly,however, firms that had never applied for loans at all, or who had applied but had been turned down,
also had high average SBC ratios. 
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EMPLOYMENT CHARACTERISTICS AND
 
EMPLOYMENT GENERATION
 

General Characteristics 

enterprises. 

Number of Employees 

Firms in this survey ranged from sole 
proprietorships, providing employment for only 
the owners, to one firm that had the equivalent 
of 12.5 full-time employees. 5 The sample is 
comprised predominantly of very small-scale 
businesses, as nearly one-fourth of the firms 
provided employment (part- or full-time for 
only the owner. Firms with 3 or fewer full-
time employees constituted 65.8 percent of the 
sample, and nearly 84 percent of the firms 
interiewed employed 5 or fewer employees. 
The smallest firm provided only part-time 
employment for the owner, while the largest 
firm in the sample had 12.5 total employee 
equivalents. 

The micro-enterprises in the sample 
provide 1,832 full-time jobs to 2,096 
individuals, an average of 3.15 full-time jobs 
per firm. Small-scale businesses in Ecuador do 
not make extensive us,- of part-time employees, 

Even though the definition of what constitutes "micro," "small" and "medium" businesses varies 
considerably among institutions, the number of employees is one major variables used to distinguish 
between the categories. To some, "micro" enterprises are one-person businesses, while others assign
arbitrary numerical limits on the number of employees to determine which is which: micro-enterprise 
may be defined as having less than 2, 4, 6, or 10 employees, while small enterprises have less than 10, 
25 or 50. To others, micro-enterprises are businesses that use employ only members of the family, while 
small-scale businesses hire nonfamily workers. In any event, micro-enterprises are presumed to employ
fewer people than small-scale enterprises which, in turn, employ fewer people than medium-sized 

TABLE 19 

NUMBER OF EMPLOYEES, BY SEX OF ENTREPRENEUR
 

SEX
 

NUMBER OF EMPLOYEES Mate Female TOTALS
 

Only the Owner 58 84 142 

15.3% 41.6% 24.4X 
1 to 3 165 76 241 

43.4% 37.6% 41.4% 

3 to 5 78 26 104 

20.5% 12.9% 17.9% 
5 to 10 72 13 85 

18.9% 6.4% 14.6% 

More than 10 7 3 10
 
1.8% 1.5% 1.7%
 

TOTALS 380 202 582 
100.0% 100.0% 100.0% 

as more than 50 percent of the firms interviewed employed no part-time workers. 

The number of total employees was calculated on the basis of Ifull-time equivalent for each full
time employee and .:5full-time equivalents for each part-time employee. 
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Men-owned businesses tend to be larger than women-owned businesses: men-owned businesses had 
an average of 3.59 employees, while female-owned firms had an average of only 2.3 employees. This 
is clearly reflected in the distribution of businesses by number of employees (see Table 19).' Nearly
two-thirds of the women owned businesses with only one or two employees, compared to only one-third 
of the men. In contrast, nearly 10 percent of the men-owned businesses have more than 7 employees,
compared to only 2 percent of those owned by women. 

The average size of firms also varies
 
significantly by subsector (see Figure 13). AVERAGE FIRM SIZE
 
Average employment per firm ranges from Number of Employees
 
about 1.7 in the case of barber and beauty CATEGORY
 
shops to as high as 4.4 in metalworking. Food
 
Metalworking, basic product manufacturing
 
and woodworking tend to employee more 
em ployees than other occupations, w ith s o od wodkitngr 
barber and beauty shops and small stores w**dwk,,r 
employing the least. Basic ProdcIs - . ,IUII 

Assuming that firm size is partially ^r,,uty 
determined by market forces and questions of Barber and bu,,ly 
efficiency, there appear to be natural Pop,,s 
limitations on the number of employees that a stol: 
firm will employ in a given subsector. This Large ,tr 
could partially explain the relative size Othe, 
differences between men- and women-owned 0 2 3 4 
businesses: women tend to be concentrated in NUMBER OF EMPLOYEES 
subsectors that are dominated by smaller 
firms. The number of employees hired by 
women-owned businesses is consistent with Figure 13 

the size of business required to operate 
efficiently in the subsector. 

Initial Size of Business 

Most of the respondents began business small. More than half (57 percent) started their businesses 
by themselves, with no other employee, while another 27 percent had started with only one employee.
Women were more likely than men to have started their businesses alone: 64 percent of the women 
respondents comp-re i to 53.4 percent had no employees when they started the business. Textiles,
leather, barber and beauty shops and small stores are the subsectors most likely to begin with no 
employees other than the owner, implying that these are businesses that can be started easily by persons
with little capital and no desire to incur the risk of having employe.es. Large stores, and people involved 
in food and basic products, usually have at least one other employee at the time they start the bisiness. 

'he number of employees includes the owner, and is expressed in terms of full-time employment 
equivalents. 

http:employe.es
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Sex of Employees 

Approximately two-thirds of the total number of employees represented in the sample are men,
which approximates the gender distribution of the sample itself. The sex of the employees is strongly
related to the gender of the owner and the industrial sector. Men overwhelmingly hire men and women 
overwhelmingly hire women. Men hire, on the average, 2.8 men for every woman they hire; women,
in contrast, hire nearly 2.7 women for every man they hire. This is strongly correlated with the gender
differences in occupational skills rather than sex discrimination. Mechanics (who tend to be men) hire 
people who are skilled in mechanics (who also happen to be men). Dress makers (who are women) hire 
people who know how to make dresses (who also happen to be women). There does not seem to be 
sufficient task specialization within very small-scale enterprises to cause cross-gender employment. 

Involvement of Family Members 

Slightly more than half of the respondents (57.6 percent) involve other members of the family -
either spouse or children - in their businesses. Men (45.1 percent) are more likely than women, (25.3
percent) to have their spouses working in the business. This could reflect more limited economic 
opportunities for women, in that the spouses of married women who own businesses tend to have outside 
jobs, while the spouses of married men are often unemployed prior to. the formation of the small 
enterprise. Working in the enterprise reduces the need to hire external (nonfamily labor), reduces direct 
labor expenses, enhances family income, and permits the wife to handle domestic chores at the same time. 

Women (33.8 percent) have a greater tendency than men (21.7 percent) to involve their children in 
the business. This could be due to the nature of the business (certain businesses require specialized
skills), but it certainly reflects the situation that more men own businesses that are physically separated
from the house. It is less convenient for the children to become involved in the business when the 
business is not based at home. 

Nonfamily Employees 

Slightly more than half (55.6 percent) of the respondents hire nonfamily labor for their businesses. 
There are strong gender differences in the employment of nonfamily members, however, as nearly two
thirds of the men employee nonfamily labor, compared to only 37.8 percent of the women (Table 20).
This is consistent with the general patterns of involving family members in the business. Men-owned 
businesses tend to be larger, requiring more employees than family members represent. They also 
require specialized skills, which can often not be provided by family members. Finally, their businesses 
tend to be located away from the home, which makes it both easier and more necessary to hire nonfamily 
members. 

The decision to employee nonfamily labor is directly related to the size of the firm, with the shift 
occurring at three employees. With two employees or less, 79.3 percent of the respondents employed
only family members; but 86.4 percent of the firms with three or more employees hired nonfamily labor. 
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The hiring of nonfamily labor is also related to industry subsector. Firms in the textile, shoes and 
leather, woodworking, basic products, metalworking and repair sectors tend to hire nonfamily labor.
Barber and beauty, small and large stores tend to hire very little nonfamily labor, while food products
and artisanry businesses are mixed. 

TABLE 20
 

Growth in Employment 
EMPLOYMENT OF NON-FAMILY I.ABOR
 

Employment generation isone of the three ARE NON- FAMILY SEX
key objectives of A.I.D.-sponsored micro- and MEMBERS EMPLOYED 
small-scale enterprise programs. Apart from INTHE BUSINESS Mate Felte TOTALS 
the fact that small-scale businesses provide
employment for a substantial portion of the Yes 245 76 321 
economically active population, there is a 65.,% 37.8% 55.6% 

question as to whether or not they continue to No 131 125 256 
grow and offer expanded employment 34.8% 62.2% 44.4% 

opportunities. TOTALS 376 201 577
 
100.0% 100.0% 100.0%
 

Total Growth 

At the present time, firms in the sample provide employment for the equivalent of 1,832 full-time 
employees. When these same firms began business they provided employment for 995 individuals. Thus,
slightly over half (54 percent) of the jobs created by these firms were created by the formation of the 
business, and slightly less than half by subsequent growth. 

According to responses to the survey, slightly over half of the firms (347 of the 568 firms for which 
data were available) have added employees since they founded. Another 154 firms have neitherwere 
increased nor decreased employment, while only 67 have clearly declined in total number of employees. 

The overall average increase in employment for all firms in the sample is 1.47 full-time equivalents 
per firm." Firms that have declined have lost a total of 65 full-time employee equivalents, or an 
average of approximately one full-time employee equivalent per firm. The 347 firms that have grown
have added a total of 902 employees, or an average of 2.6 new full-time equivalents per firm. 

"Total employment growth was calculated by subtracting the number of employees the business 
started with (as reported by the respondents) with the calculated number of full-time employee
equivalents working in the firm at the time of the interview. 
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Businesses owned by TABLE 21
 
men have added more new
 
jobs than those owned by JOB CREATION PATTERNS, BY GENDER
 
women (see Table 21).

On average, men-owned Women-Owned Men-Owned
 
businesses have created 
 No. Total Average No. Total Average
1.87 new full-time jobs Type of Change Firms Change Change Firms Change Change 
per firm, while women
owned businesses have Decreased Number 21 -21 -1.00 36 -34 -. 94
 
created an average of only of Employees
 

.73 new full-time jobs. Stayed the Same 80 0 - 74 0
 
As will be discussed later, Increased Number 96 165.5 1.72 261 
 726.5 2.78 
the relatively smaller of Employees
 
growth i n t o t a I Totals 
 197 144.5 .73 371 692.5 1.87 
employment in women
owned businesses reflects
 
the fact that these
 
businesses are newer, started smaller, and are smaller than businesses owned by 
men. 

Program beneficiaries have created slightly more jobs than nonbeneficiaries, averaging 1.59 new
jobs per firm compared to an average of 1.13 new jobs per firm among nonbeneficiary respondents (Table 

22). The distribution is 
TABLE 22-	 not statistically significant,however, indicating that 

JOB CREATION PATTERNS, BY BENEFICIARY STATUS 	 growth in employment
cannot be attributed to 

Beneficiaries Non-Beneficiaries program interventions. 

No. Total Average No. Total Average Growth in total 
Type of Change Firms Change Change Firms Change Change Growt in oalemployment isalso relaed

Decreased Number 46to 	 the industry sector 

of Emp-oyees (Figure 14). Firrr in 
Stayed the Same 104 0 50 0-	 woodworking, basic 

products and 
Increased Number 270 712.5 2.64 77 . 2.46 metalworking have hadof Eiruptoyees the highest average
Totals 	 420 669.5 1.59 148 167.5 1.13 growth in total 

employment. Most of the 
businesses in these sectors are owned by men. Small stores (tiendas and bazares), barber and beauty shops, artisanry and repair

shops generate significantly less total employment. With the exception of repair shops (and, to a lesser 
extent, artisanry businesses) these tend to be owned by women. Large stores actually tend to have 
negative employment growth. 

Part of the difference in total employment growth is undoubtedly due to the age of the businesses. 
With the largest firm in the sample having 12.5 employees, there appears to be a limit to total 
employment growth, which the largest firms have reached. 
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Rates of Employment Growth 	 AVERAGE TOTAL EMPLOYEE GROWTH 
PER FRpM 

Growth in total employment does not, CATEGORY 
however, present a complete picture of the Food 
dynamics of employment generation in the Texilles 
MSE sector because it fails to take into Shoes and leather 

account the age of the firns in the sample. waod.,,kl-g 
Controlling for the age of the firm shows that Baic pioducl

younger businesses are adding employees at a 
faster rate than older businesses. Firms in A,il 

business one year or less added new Barber and beauty 

employees at an average rate of .78 per year, nBPI 
while firms over I1 years of age added Smltole 
em ployees at an av erag e rate of only . 12 per arg stole 
year. The relationship was strong, Aricuitule 

significant and consistent across the entire age Other 
spectrum (see Table 23). -0.5 0 0.5 1 1.5 2 2.5 

NUMBER OF EMPLOYEES 
In te absence of other data, this 

suggests that the older firms are reaching 
maturity - either because of market Figure 14 
saturation, willingness to grow anl absorb 
new risk, or limits of managerial capability. Additional research to explore this issues should attempt 
to determine whether or not this pattern is generalized across the MSE spectrum, or was unique to this 
sample. 
TABLE 23 	 Men-owned businesses tend to add employees 

at a much faster rate than women-owned 
IMPACT OF BUSINESS AGE ON businesses. On average, men add .4 new 

RATE OF EMPLOYMENT GENERATION employees per year, while women average .14 new 

Age of Business Average Lowest Highest 	 employees per year. Even controlling for the age 
of the business, women-owned businesses grew at 
a slower rater. For example, of firms in business1 year or Less .78 -2.0 8.0 

2 to 3 years .4Z -'.0 4.8 for one year or less, 68 percent of those owned by
4 to 6 years .22 - .3 1.7 	 women experienced negative or no growth in 
7 to 10 years .21 - .2 .8 
11 or More .11 - .1 .8 employment, compared to only 23.8 percent of the 

firms owned by men. At the same time, 71.4 
S, percent of these new firms owned by men added an 

average of at least .5 new employees per year,
compared to only 12 percent of the firms in this group owned by women. 

'Ihis was calculated by taking the number of employees added to the firm since its inception, 
divided by the number of years the firm had been in business. 
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In terms of annualized employee
growth rates (Figure 15), metalworking, ANNUAL EMPLOYEE GROWTH RATE
 
basic products, textiles and woodworking (Full-Time Equivalents]
 
tend to have the highest annual rates of CCCUPATION
 
employee growth. Both food and textiles Food 
tend to produce jobs at a higher annual Taxiii, 1ii1 

rate than the overall employment Shoes n Iathor 
generation index above) Basic product;
(presented Woodwurkng - I-11 
suggests. Again, small and large stores, MUtalworking 
barber and beauty shops, artisanry and Artisanry -


Baibei and beautyrepair shops generate significantly fewer e auty fe erRepairs 
jobs than firms in the other subsectors. Small store -


Large store - .
 

Agriculture 
Other _ . ..

Influence of Asset Size and -0.1 0 0.1 0.2 a.3 0.4 0.5 o.6 0.7
Profitability on Employment NUMBER OF JOBS CREATED 
Generation ._Figure_15
 

Several factors have a direct impact 
on the employment generation patterns presented earlier. Gender and the age of the business have already
been discussed. Other factors include the asset size of the business and its level of profitability. 

Asset size plays an important role in 
determining growth in employment. ANNUALIZED EMPLOYMENT GROWTH 
Larger firms have larger increases in the BY ASSET GROUP 
absolute number of employees and tend to
 
increase employment at a faster rate ASSETS (SIMlilons)
 
(Figure 16). The relationship is strong, 0 to..
 
and highly significant.
 

75 to 1.5 

Firms with higher absolute profit 1.5 to 3,0 
levels also are more far more likely to . t . 
increase employment than firms with 
smaller absolute profit levels (Figure 17). Over 5.0 
Higher profit firms had both larger *otal o 25% 50% 75% 100% 
employee growth and higher average Percentage or Firms 
annual employee increases. Of the 508 Neigative E No Gowoth 
firms for which data was available, for EH Low Growth High Gowth 
example, 35.3 percent of the firms with i _we__6
 

profits of more than S/.200,000 ($235) Figure 16 
per month averaged more than .5 new 
employees per year, compared to only 8.2 percent of the firms with less than S/.50,000 ($58) in monthly
profits. Conversely, only 13.5 percent of the more profitable firms had no or negative growth in 
employees, compared to 27.0 percent of the less profitable firms. This relationship is strong, and highly 
significant. 
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There has been a consistent
 
dichotomy throughout the survey sample: ANNUALIZED EPLOY1ENT GROWTH
 
larger, older firms tend to be less YEPOIT GROUP
 
dynamic, less successful and growing 
slower than the younger, smaller firms. PROFITS (S1. tlhousads)
There are some obvious exceptions - Less than 50 
large firms that are growing rapidly and 
small firms that are stagnant - but the 53 "otoo 
relationship has been strong and 
widespread. Additional research that 100 to o00 
examines the specific clusters of firms to 
see if there are explainable differences Over 200 
could help to refine intervention o 25X Cox 75X 100 
strategies. Pecen tage01 r,,a, 

i Ee4LITe EM Noeheog 

Lev G ovitb E 34k Orovi 

Cost of Generating Jobs Fig.e 17 

Assets-per-employee can be used as 
a proxy for the average cost of generating a full-time job. One of the strong arguments in favor of 
supporting small-scale enterprises is that they are relatively efficient generators of employment 
requiring significantly less capital per job created than larger enterprises. In this sample, assets-per
employee ranged from a lowv of S/.2,500 
($2.90) to a high of S/.28 million ($32,558).
The average cost per employee was S/.1.6 COST OF GENERATING E1'PLOYIfENT 
million ($1,840), but the median was only (InMillions of Sactes) 
S/.850 thousand ($999), and 95 percent of the CAEGORY 

firms had assets of less than S/.5 million 
($5,850) per employee. Job creation does 
take place in these businesses at relatively low 
cost. Bloes aid leather 

Woedvark I 

The data showed no difference between lin""c pidicto 

men-and women-owned businesses: both tend itelv..ki. / 
to have the same level of assets per employee. At..er 
This suggests that women are not necessarily Batb,, aid beayi 
more efficient creators of employment than
 
men, as other studies have found. store,
 

Larelo oes 

The'd;., was, however, a significant other i, , 
difference aauong the sectors. As can be seen 1 2 3 4 5in Figure 18, the average amount of ASSETS ,IR121PLOTE 

investment required per employee varies 
between S/.1.0 million ($1,176) to S/.1.8 
million ($2,058) in most of the sectors. Figure 18 
Although Figure 18 appears to show little 
difference among most of the subsectors, the variations are substantial: it requires almost 75 percent 

http:itelv..ki
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more investment to generate employment in metalworking, for example, than in barber and beauty shops. 
Large stores have the highest cost per job created, with an average of $/.4.6 million ($5,411) of capital 
invested per employee. Programs that emphasize employment creation should examine these differences 
carefully to validate assumptions about the program's employment creation potential. 

Returns to Labor 

Sales per Employee 

Sales generate the revenues needed to hire and pay employees, and thus have a direct impact on both 
employment opportunities and wage levels. The ratio of total sales to the number of employee is a strong 
indicator of the ability of a firm to generate sufficient sales to sustain the business and support growth. 
With a cost-of-goods-sold ratio of between 60 and 70 percent,' sales of between S/.70,000 to 
S/. 100,000 per month are needed to pay minimum wage (S/.32,000) to an employee. 

In this respect, most of the firms in the sample were clearly very small businesses. One-fourth of 
the firms had sales of less than S/.75,000 per month, which would indicate that they are only marginally 
capable of providing full-time employment to t . owner. Another 24 percent of the firms had monthly 
sales between S/.75,000 and S/. 150,000, wl.ich wouW' generate enough revenue to provide full-time 
employment for I to 2 employees. Another 16 percent of the firms had monthly sales of S/150,000 to 
S/.225,000, sufficient to sustain full-time employment for between two and three employees. Finally, 
34 percent of the firms generated more than S/225,000 in monthly sales, the minimum needed to provide 
full-time employment to three or more employees. 

Sales per employee was not related to gender. Men- and women-owned businesses in the sample 
had similar volumes of sales per employee. Even when the type and size of business were controlled for 
there was no discernable gender-related difference in sales per employee. 

Beneficiary status was related to sales per employee, but the pattern was not consistent. More 
nonbeneficiaries than beneficiaries had low levels of sales per employee, but similar proportions of the 
two groups had nigh levels of sales per employe ,. More beneficiaries than nonbeneficiaries had moderate 
sales per employee ratios. 

There were strong subsector differences, however. Firms in food products, small and large stores, 
and firms in basic products tended to have the highest sales per employee. While this could indicate 
strong potential for employment growth, two of these - small and large stores - are the subsectors with 
the lowest employment growth rates in the sample. They achieve profits by severely limiting the number 
of employees involved in the business. Artisans, barber and beauty shops and repairs are the subsectors 
with the lowest average sales per employee. In all cases these are personal service businesses that can 
charge little more than labor costs for their services. 

"See Chapter Three of this report for estimates of the cost structure of small enterprises. 
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Profits Per Employee 

Even more than sales, profits per employee indicate the ability of a firm to increase compensation
to employees, either through employing more workers or through higher wages to existing employees.
More than two-thirds of the sample (67.9 percent) had profit levels of less than S/.60,000 peremployee.' Another 13.4 percent of the respondents reported monthly profits of S/.60,000 to 90,000,
while only 18.8 percent had profits exceeding S/.90,000 per employee. 

There were gender differences in the distribution of responses. Women-owned businesses tended 
tr have higher profits per employee than men-owned businesses. While 38 percent of the men-owned
businesses reported monthly profits of less than S/.30,000 ($35) per employee, only 28 percent of thewomen-owned businesses had profit levels that low. At the other end of the spectrum, more women
owned than men-owned businesses (23.9 percent compared 16 percent) reported monthly profits ofto 

more than S/.90,000 ($105) per employee.
 

The difference in profits per employee between beneficiaries and nonbeneficiaries in the sample wasnot statistically significant. More noribeneficiaries than beneficiaries were in the very low profitability
category (less than S./30,000 per employee per month), but more were also in the high profitability 
category. 

There were, however, strong subsectoral differences. Small stores, large stores and firms in thefood and basic products subsectors had significantly higher profits per employee than firms in any of the 
other subsectors. 

Wage Levels 

Profits per employee are not directly translated into better wages, however. Based on the wagesreported by respondents to the survey, only employees in the basic products manufacturing sector
averaged wages approximating the national minimum wage.6' Large stores, which had the highest
average profits per employee, paid only average wages to their employees. Wages in the food, leather,
woodworking, metalworking, repairs and large shop sectors averaged between S/.20,000 ($23.52) and
S/.27,000 ($31.76) per month. Average monthly wages in the textile, artisanry, barber and beauty, and
small stores sectors were below S/.20,000, with small store wages averaging the lowest. 

'it is not clear from the responses if profits are being reported before or after the owner has drawn 
personal compensation from the business. 

61These wages were still far short of minimum wages for the formal secto', however, as they did
not include such additional benefits as thirteenth, fourteenth, and fifteenth salaries. 
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Figure 19 

OPTIMISM/PESSIMISM: THE FUTURE 

There is a popular impression that MSEs are the result of the inability of the "modern" sector to
provide sufficient employment opportunities to absorb the labor supply. Marginal individuals - those 
with less education, lower skill levels, or other impediments - are forced to establish informal sector 
activities because they are unable to find employment in the formal sector. Consistent with this is the 
general feeling that these business ventures are marginal economic activities, providing substandard 
incomes, with little chance to e.-,,,ind or provide a decent standard of living to those that depend on them. 

In fact, however, the situation is much more complicated. While it is true that many micro
enterprises fail to provide an adequate remuneration to their owners and those that depend on the 
businesses, there is strong evidence that most small-scale entrepreneurs are pleased to be doing what they 
do. 

The survey used three questions - degree of satisfaction with the business, plans for expanding the 
business and perception of the business' future - to explore this issue. 
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Degree of Satisfaction 

Most of the respondents to the survey (66 percent) said that they either satisfied verywere or 

satisfied with their businesses. Another 27 percent responded were neither satisfied
that they nor 
dissatisfied, and only 4.6 percent were actually dissatisfied. These responses seem to contradict the 
impression that informal-sector, small-scale businesses represent a dead-end, last-resort activity for their 
owners. 

There were some differences in degree of satisfaction among the respondents. As can be expected, 
owners of high-sales and high-profit businesses expressed a much high level of satisfaction (85-87 percent
reported they were satisfied or very satisfied) than owners of low-sales and low-protit businesses (only
47-48 percent of whom expressed satisfaction). Owners of businesses with positive social benefit/cost
ratios were more likely to express satisfaction than those with negative ratios. 

Respondents who had received loans tended to be more satisfied than those who had not received 
loans within the past year, indicating that being to mobilize working capital increases the beneficiary's 
optimism for the business. 

Owners of older businesses were more likely to say they are dissatisfied or very dissatisfied than 
owners of newer business. This may indicate a growing awareness that the businesses are not profitable, 
or it may be that new businesses are qualitatively different from older ones. 

Finally, beneficiaries expressed a higher level of satisfaction with their businesses than 
nonbeneficiaries. This should not be interpreted as a positive indicator of program impact, however. 
While the programs may be developing business confidence among the beneficiaries, it is equally likely
that small-scale entrepreneurs who are already satisfied with their businesses are those who seek program 
support. 

Interest in Expanding the Business 

Consistently, the respondents to the survey were strongly committed to sustaining their businesses, 
as 89 percent indicated that they want to expand their businesses and another 5 percent planned to 
continue business on the same scale. Only 6 percent indicated that they would prefer to abandon the 
business, either to start a new business or to find a wage-earning job for another company. 

Plans for the future are strongly conditioned by the degree of satisfaction with the business. 
Respondents who were dissatisfied with their business were much more likely to want to abandon the 
business, either to start a new business or find salaried employment. Only 4 percent of those who want 
to expand the business, and 10 percent of those who want to continue as is, expressed dissatisfaction with 
the current business. On the other hand, 45 percent of those who want to abandon company to start over,
and 57 percent of those who want to abandon the sector entirely, expressed dissatisfaction with their 
current business. 

Owners of older businesses were slightly less committed to sustaining their business ventures; only
79 percent want to expand, while 13 percent indicated they would like to abandon the business. Older 
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respondents are also sonewhat less likely to want to expand, as only 75 percent of those over 50 
indicated they would like to expand their business. 

Current success is clearly related to plans for the future. Businesses with higher absolute profits 
are more likely to want to expand their businesses. Positive social benefit/cost ratios are predominantly
found among those who wish to continue or expand their businesses. Almost none of the respondents
who wish to abandon the business have positive SBC ratios. 

Beneficiaries are more likely to want to expand their businesses than nonbeneficiaries, but this could 
be an indication of self-selection rather than program impact. 

Perception of the Future 

The respondents are decidedly optimistic about the future. Most (82 percent) believe that their 
businesses will expand, and another 16 percent believe their business will stay at about the same leve!
In other words, only 2 percent of the respondents think their businesses will decline in the future. 

Age is directly related to the respondents' perception of the future. Younger entrepreneurs are more
likely to think their business will expand than older ones: 89 percent of the younger respondents believe 
their businesses will grow compared to only 66 percent of the older respondents. Similarly, respondents
with businesses 4-10 years old are much more likely to think their businesses will grow than respondents 
with businesses that are more than ten years old. 

Successful applicants to special micro-enterprise programs are more optimistic about the growth
potential of their businesses than unsuccessful ones: 92 percent of the successful applicants say their 
businesses will grow, compared to only 75 percent of the nonbeneficiaries. Respondents who have not 
received loans are the most likely to predict a no-growth future, reflecting the perceived importance of 
credit to business success. 

Summary 

The overwhelming optimism of the survey respondents is both inconsistent with conventional 
perceptions of the small-scale enterprise sector and sharply incongruent with empirical evidence. 
Establishing and maintaining such businesses does not appear to be the last recourse of people who have 
no other opportunity, as conventional wisdom suggests. These respondents have chosen to be small-scale 
entrepreneurs, and generally prefer that status to any other alternative. This is in spite of the fact that 
the data show that they are generally losing ground financially, and are receiving relatively low returns 
for their capital and labor. 

There is a consistent trend of disillusionment throughout the responses, however. Older respondents
and respondents who had been in business the longest were the least optimistic, and the most likely to 
want to leave their businesses for other opportunities. 

Being involved in an MSE program is clearly associated with the respondents' perceptions of the 
future: project beneficiaries are considerably more optimistic than nonbeneficiaries. But the causal 
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relationship is not clear. The projects may be increasing the level of optimism, or it may be that people
who are optimistic about the future are seeking project support. 

PROBLEMS AND NEEDS 

Major Problems 

Access to capital markets dominates the small-scale entrepreneur's perception of his or her major
problem. When asked to select what the most important problem they faced in their business from a 
fixed list of twelve items (Table 
24), 57 percent cited a lack of 
working capital as their most L 
important problem and another 
13 percent said that a lack of RESPONDENTS, PERCEPTIONS OF MAJOR PROBLEMS 
capital for fixed assets was their First Second Third 

major problem. Interest and 
exchange rates were cited as a 

ProbLem Area Response Response Response Totals 

major problem by a large
number of respondents, but, 
given the relatively small 
number of MSEs engaged in 
export sales or importing raw 

Working Capital
Capital for Fixed Assets 
Exchange Rates
Lack of MateriaLs 
Interest Rates 

Transportation
Tax System
Administrative Procedures 

319 
72 
56 
26 
25 

10 
11 

109 
208 
36 
26 
45 

20 
14 
5 

22 
32 
24 
63 
34 

28 
23 
16 

450 
312 
116 
115 
10" 

58 
48 
21 

materials, it is difficult to see 
how exchange rates are affecting 

Obtaining Permits 
Import Restrictions
Sanitary ControLs 

1 
2 
-

5 
1
1 

6 
5 
3 

12 
8 
4 

them directly. Most likely they 
are aware of the deteriorating 

Labor Code 
Obtaining Foreign Currency
Other 

1 
1 

41 

1 
1 

13 

1 
-
7 

3 
2 

61 
status of the sucre, and perceive TotaLs 565 485 264 1,314 
that to be a problem, even 
though it may not affect them 
directly. Almost no respondents 
selected problems with import restrictions or obtaining foreign currency, confirming the local market 
orientation of their products and sales. Likewise, very few indicated problems with complying with 
sanitary or labor codes, indicating that these (when they exist), are largely ignored. There was no gender
difference to the responses, and no significant difference in responses by subsector. 
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Responses to the fixed question paralleled those TABLE 25
 
obtained when the respondents were asked whether
 
each of the individual items constituted a problem PERCENTAGE OF RESPONDENTS SAYING THAT ITEM
 
for them (Table 25). Again, lack of working capital WAS APROBLEM OR A SERIOUS PROBLEM
 

and capital for fixed assets were viewed as problems
 
by most of the respondents. Interest and exchange Problem Area Percent
 
rates were also viewed as problems by ove" hialf of Lack of Working Capital 79.0
 

Lack of Capital for Fixed Assets
the respondents. 68.3Significantly fewer respondents Interest Rates 63.1
 
perceived the other issues to be problems that Exchange Rates 59.5
 

Tax System 20.8
affected their businesses. There were no gender- Raw Materials 20.2
 
related differences in the responses, and no Transportation 18.4
 

Import Restrictions 16.7
differences by subsector. Administrative Procedures 8.1 
Ability to Obtain Permits 6.8
 
Labor Code 
 6.2
 
Ability to Obtain Foreign Currency 1.1


Major Needs 

Not surprisingly, the respondents cited access 
to capital (61.2 percent of all responses)62 as their major need for expanding the businesses (Table 26),
followed by a need for better raw materials and products (17.6 percent of all responses). Training, 

technical assistance, business 
TABLE 2 advise and counseling and

Is......skill development were 
MAJOR NEEDS TO EXPAND BUSINESS viewed as major needs by a

relatively small percentage of 

First Second Third lotat the respondents - 11.6 
Major Needs Response Response Response Respises percent of the responses made 
Access to Working Capital 383 123 22 528 reference to a need for 
Access to Permanent Capital 91 
 158 62 311 training and technical 
Access to Raw Mt-teriat 68 99 93 260 
Training in Business 3 50 62 115 assistance, while 9.3 percent
Access to New Techniques 5 22 38 65 of the responses cited a need 
Improved Technical Skills 5 36
20 61 
Technical Assistance 2 8 22 32 for improved techniques and
Advise, Counseling 2 3 9 14 technical skills. In fact, most 
other 16 219 46 

----h-r ----- - - -of the references to a need 
575 492 365 1,432 for training and technical 

assistance arose from 
prompting for a second and 

third response. Again, there were no significant gender differences in the responses. 

There were subsector differences, however. Firms in the wood products, leather and basic products
subsectors were less likely to express a need for access to capital. Firms in the basic products,
metalworking and repairs were more likely than firms in the other subsectors to express a need for fixed 
asset (as opposed to working) capital. Textiles, leather, and basic products firms expressed the greatest
need for raw materials, while repair firms and barber and beauty shops expressed the least. Artisans and 
firms in wood expressed the most need for improved techniques and technical skills. Training and 

'lhis was a multiple response question, with the interviewers probing for three responses. 
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technical assistance were most often cited as a need by owners of large and small stores, artisans andfirms in food products. Owners of firms in basic products, metal working and textiles were leavt likely 
to cite training and technical assistance as a need. 

Credit Needs 

The respondents were asked how much credit they needed to operate their businesses effectively.
Of the 557 who responded with a definite amount, 
estimates ranged from S/50,000 ($58) to S/20
million ($23,250), with an average loan need of TABLE 27 
S/.2.54 million (about $3,000). As can be seen in
Table 27,most of the resp.ondents (64.6 percent) said ESTIMATES OF AMOUNT OF CREDIT NEEDED 
that they needed between S/.300,000 and S/.2.9 Amount Needed, in 
million (approximately $3,500). Only 5.2 percent M;Itions of Sucres Number Percentneeded less than $350, and only 17 percent needed 
loans larger than $1.5 million ($5,813). 0.3 to .99 ($51,162) 102 18.3 

1.0 to 1.9 ($2,209) 164
2.0 to 29.4
In light of recent initiatives in 2.9 ($3,480) 94 16.9the U.S. 3.0 to 4.9 (5,813) 73 13.1
 

Congress to limit loan sizes to $300 or less, the 
 5.0 to 9.9 ($11,628 68 12.2

respondents were asked if loan limits of that amount 10.0o to 20 ($23,256) 27 4.8--. ----
would still be attractive to them. Only 6.9 percent Ttats 
 557 100.0

of the respondents said such an amount would cover 
their needs. Another 58.7 percent said that such an 
amount would be inadequate, and that they would have to supplement it with loans obtained from other 
sources. More than one-third of the respondents (34.4 percent) said that such an amount would not even 
be worth the trouble of applying for. 

There were strong gender differences in the responses, however. Women (12.9 percent) were morelikely that men (3.9 percent) to say that such an amiunt would cover their credit needs. Fewer women
(27.8 percent) than men (37.9 percent) felt that such a small loan amount would not be worth the trouble 
of applying for. 
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OTHER SIGNIFICANT FINDINGS 

Access to Resources 

Women are receiving less support than men proportionate to the size of their businesses. When the 
size of business is controlled for, women receive smaller loans relative to their assets. Men's loans 
average 64 percent of assets, while women's loans average only 37 percent of assets.' 

Asset size however, is more important than sex in predicting the amount of loan the business 
receives. Larger businesses tend to obtain larger loans, reinforcing the impression that the lending 
agen'ies - MSE programs as well as banks and CUs - are looking primarily at balance sheet 
performance, rather than social lending objectives, in evaluating loan applications 

Years in business definitely affects ability to get loans. Older, more established businesses tend to 
be viewed as preferred credit customers and ,eceive disproportionately larger loans. 

Factors Related to Business Success 

Effect of Age 

Two age effects were present in the sample of entrepreneurs surveyed for this study. The first was 
the age of the respondent. Younger respondents tend to own more recently formed businesses, report
slightly more sales growth, and have slightly higher social benefit-cost ratios. Older respondents own 
older businesses that are larger (in terms of assets) and have more employees. Older owners also tended 
to be more pessimistic about the future and more likely to want to abandon their businesses. The second 
age effect was the age of the business itself. Older businesses were larger, hired more employees and 
were more successful in obtaining loans from formal financial institutions. Younger businesses tended 
to be smaller, were growing faster, and had slightly higher social benefit-cost ratios. They were also 
decidedly less successful in obtaining credit from formal financial institutions. 

Effects of Education 

Education has a positive effect on business success. Younger respondent and owners of younger 
businesses tend to have higher education. Assets, number of employees, payrolls and profits are higher
in businesses owned by respondents with higher education. Likewise, annualized growth in employment 
is higher in businesses owned by respondents with more education. 

1There is so much variation in the men's sample, however, that the differences may not be 
significant, even though they appear large. 
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Effect of Previous Occupation 

Previous occupation is related to business success. People with less experience - defined as 
persons who had not worked previously or who had worked as domestic servants or daily laborers -
were more likely to have negative social benefit-cost ratios than persons who had worked in a family
business, had owned their own business previously or had worked in a wage-earning situation in a private 
company. 

Profits followed a similar pattern. The highest profits were found among respondents who entered
from wage-earning employment, followed by those who had previously been self-employed. Persons with 
little previous business experience tended to have the lowest sales and profits. 

One hypothesis for the relatively high performance of persons with wage-earning (as opposed to 
prior business 9wnership) experience is that these have seen larger scale businesses in operations - they
have received checks, seen bookkeeping, and are actually more familiar with those procedures than either 
people who have had their own businesses or newcomers to the field. 

SUMMARY AND CONCLUSIONS 

The micro- and small-enterprise sector in Ecuador is large, heterogenous and dynamic. There are 
between 250,000 and 350,000 such firms operating in the urban areas, providing employment to between 
750,000 and 1,000,000 individuals. While the majority of these represent the unregistered economic 
activities of informal sector participants, a substantial number are either registered businesses or in 
various stages of formalization. 

While it is customa'y and convenient to talk about MSEs in general, as if they constitute a 
homogeneous population, notfir; could be further from the truth. There is a tremendous variation among
MSEs, not only between sectors but within suppo, edly consistent subsamples. Part of the heterogeneity 
can be traced to known differences, such as: the sector (service, commerce or manufacturing), location 
(urban, small town or rural), motivation (whether subsistence or growth), the linkage of the firm to the 

' economy, or to subsector differences. 

This is, perhaps, the major problem facing most of the current institutional approaches to helping
small-scale entrepreneurs. The underlying assumption that they are similar has led to rather simplistic,
standardized approaches to providing services - both in terms of the services provided and the method 
in which services are provided. To be effective, programs need to adopt individualistic strategies that 
respond to the real needs of the intended beneficiaries rather than offer standardized solutions that reflect 
the preconceived ideas of the providers. 

"Boomgard, Synthesis Report, p. 12. 
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Importance 

Far from being an insignificant, marginal sector of the economy, the MSEs perform a number of
key roles in the national political and economic system. First, and most important, they provide
employment to a significant number of urban and semi-urban residents - people who are beingnot 
absorbed into the smaller formal sector. Second, they create and sustain those jobs at virtually no social 
or economic cost to the nation  they are created, operated and terminated without subsidies, expensive 
programs or special services. Unlike many sectors of th econoray that constitute continuous drains on 
scarce national resources, the MSE sector makes relative!y few demands on the system. Third, they are 
a stabilizing force in that mit ro- and small-scale entrepreneurs tend to be rather conservative, and do not
follow extremist political positions. Fourth, they serve as a conduit for less costly goods and services 
to lower income sectors of the national economy, offsetting the impact of inflation.' Finally, these 
enterprises have strong backward and forward linkages to other elements of the national economy,
creating a demand for other goods and services, both from the rural sector and from the more modern 
sector. 

Dead-End or Path to Success 

There is a strong tendency in Ecuador to view small-scale enterprises as marginal, even dead-end,
occupations. Small-scale enterprises are characterized as consisting of people who cannot - b.cause of
low education and skills, and the lack of opportunities - find employment in the "modern" sector. 
Income is viewed as marginal, at best, with extensive disguised un- and underemployment. 

But the micro-entrepreneurs themselves appear to have a quite different perspective. Most reported
starting their businesses because they perceived a way to improve income and gain independence; very
few reported starting their businesses because they could not find work elsewhere. Moreover, most are
satisfied with their businesses, have no intention of abandoning and perceive thethem, future 
optimistically. Most of the respondents believe they are better off than they would be working at a 
stable, salaried job. 

At the same time, the limited empirical evidence suggests that most are unable to keep pace with 
inflation. 

Small-Scale Enterprises Redefined 

The problem with formal definitions, is that none of the measures are absolute, and although the 
internal correlation among them may be high, the different measures will frequently yield different 
stratifications. Micro-scale enterprises tend to follow certain characteristics and small-scale ones others,
although on any one criteria the absolute difference may be somewhat contradictory and suggest
classification in another category. Furthermore, they tend to overlook key behavioral characteristics that 
have important policy and program implications. 

'Paul Guenette, et.al., JamaicaMicroenterpriseDevelopment Project: Technical, Administrative, 
Economic and FinancialAnalysis, GEMINI Technical Report No. 2, pp. 46-47. 
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Data generated in this study suggest that a more dynamic awd flexible definition of small-scale 
enterprises - based on behavior and tendency - may be more useful for planning policy and program 
strategies. 

Perhaps the key break-point in the micro-enterprise continuum occurs when the firm grows to the 
point where it employs three full-time persons. With up to two employees, 79.3 percent of the 
respondents hired only family labor, but with three employees, 86.4 percent of the respondents reported
hiring nonfamily labor. Associated with hiring nonfamily labor is a series of behavioral decisions: firms 
that hire nonfamily labor are more likely to be located in facilities separate from the home, keep
accounting records, and be registered as legal businesses. 

As the 1989 "stocktaking" exercise pointed out, it is important to distinguish between "micro
enterprises" and "survival strategies."'' A micro-enterprise is an established business venture that the 
entrepreneur is committed to sustaining and developing as a permanent occupation. This is in sharp
coriast to survival strategies, in which individuals seek to gain income from temporary marginal
activities motivated by the drive to survive rather than by an urge to prosper. The decision to hire 
nonfamily labor seems to be closely related to this shift from survival strategy to micro-enterprise. 

A summary of the factors that appear to distinguish micro-, small- and medium-scale enterprises 
appears in Table 28. These measures are not absolute, as for any one, or even several measures, a given
enterprise may exhibit characteristics that would tend to place it in another category. They do, however, 
point out significant differences among the firms. 

TABLE 28 

Basic Characteristics of Micro-, smaLl- and Medium-Scate
 
Enterprises
 

Characteristic Micro SmaLL Medium Enterprises 
,,___ _Enterprise Enterprise 

Legal Status Vast Majority are not 
formally registered 

Some registered, some 
not. 

Most registered, very 
few not. 

Location Most are home-based Most are iot home-based Vast majority are not 
home based. 

Assets Less than $2,000 $2,000 to $10,000 Over $10,000 

Annual SaLes Less than $3,000 $3,000 to $15,000 Over $15,000 

Nuer of Employees 0-2 for smallest 3-5 6-10 Over 10 
for growing 
businesses 

Owner/worker relations Management-worker Some differentiation Strong differentiation 
status is usually not 
differentiated 

between owner 
workers 

and between owner and 
workers 

Market Very localized market, 
with Little product 

Highly competitive, 
usually some product 

Strong product and 
market differentiation 

differentiation and market differen
tiation 

'Boomgard, Synthesis Report, pp. 9-10.
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Easy of Entry Very Easy Moderately Difficult Difficult 

Capital Required to Minimal SmaIL-Nedium Substantial 
Begin Business 

Stability Highly volatile, Large 
turnover, high rate of 
failure. 

More stable Relatively stable, 
established businesses 

Current Capital
Requirements 

Small amounts of 
working capital 

Larger amount of 
working capital and 
some investment capital 

Large amounts of 
investment and working 
capital 

Average Size of Loan 
Requested 

$500 to $1,500 $1,500 to $5,000 $5,000 to $50,000 

Technical Assistance 
Required 

Rudimentary business 
skills 

Technical and marketing
skills, plus more 

Specialized 
management, finance 

advanced business
skills and technical support 

Gender
 

Women play an important role in the MSE sector. They constitute a significant portion of the 
owners of such businesses and a significant portion of the workers employed by them. 

As discussed previously, men-owned businesses are significantly larger (in terms of assets) than
women-owned businesses. This does not, however, mean that women-owned businesse. are less
successful than men-owned businesses. Women tend to be concentrated in fields that requir a lower
initial level of investment, less total capital and fewer employees to operate in effectively. Women also
tend to have established their businesses more recently. When the data are controlled for field and age
of business, there is vimally no difference in asset size between men- and women-owned businesses. 

In many respects there is very little apparent difference between men-owned and women-owned 
businesses. On several key indicators and ratios - such as assets/employee, profits/employee,
sales/employee, gross value added, gross value added/employee, net value added, and net value
added/employee  there was no significant difference between the male and female respondents. Men
and women-owned businesses are equally efficient. 

Men-owned businesses have more employees, but this is a function of the age of the business rather
than the sex of the owner. Women and men start businesses with the same number of employees and add
employees at the same rate. Women do not generate employment more efficiently than men (both
required the same amount of capital per employee), but do tend to generate more employment for women. 

Women are not necessarily less educated than men. Female respondents to this sample reported
formal levels of education similar to those of the male respondents. 

At the same time, women apparently have less access to resources, especially credit. Women were
less likely to have been successful credit applicants, and received less in credit relative to the size of their 
business. Women were less likely than men to hzve taken formal credit courses, or to have received 
technical assistance. 
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Women run the risk of being marginalized by the development process, especially when the focus 
of development programs is on production or employment generation. It is easy to dismiss women-owned 
business in female-dominated subsectors as just a second income for the family, not as large or important,
and as not creating as many job opportunities as businesses owned by their male counterparts. But that
is not necessarily the case. Women-owned businesses represent a dynamic portion of the MSE sector that 
has the potential of gentrating significant income and employment opportunities. 

Size of Firm 

Contrary to popular belief, there is considerable evidence, even among this rather limited range of
firms in the micro-enterprise sector, that small firms are more profitable and more successful than larger
firms. Without exception smaller businesses had greater sales per assets, sales per employee, profits per
employee and profits per assets than larger businesses. 

The ratio of assets to employees is inversely related to the size of the business, implying that 
businesses do not substitute capital for labor. This patt-rn was conistent and continuous - the larger
the business the lower the ratio was. 

There are several possible explanations for this. The first, and most likely is that, as these small
businesses grow, they do so without corresponding infusions of capital. The absence of sufficient capital
relative to the number of employees and production levels causes inefficiencies. The marginal
productivity of labor is such that additional increases in employees does not, in the absence of adequate
capitalization, result in a corresp-onding increase in production and sales. 

But other explanations are equally plausible. There may, in fact, be significant market constraints
that become relevant as a busie" attempts to grow. Competition is limited as long as the micro-business 
is extremely small, because the business fits into a well defined and demarcated local niche.67 But 
growth implies expanding beyond that local market, where competition may, in fact, be a significant 
constraint. 

Emiployment versus Income 

There has been speculation that growth in employment and profitability are incompatible. The data
from this study show that growth in employment is positively related to profits. For example, of the 
firms in the highest profit groups, 31 percent had annuali:zed employee growth of greater than 1/2
employee per year; only 8 percent of the lowest profit group had employment growth rates this high. 

At the same time, there does appear to be a tradeoff between income and employment; that is,
between the growth of the business and growth in employment. The most successful firms in the sample
were successful in that they generated high profit levels while keeping the number of employees small. 

6 Boomgard, Synthesis Report. 

http:niche.67
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Beneficiaries versus Nonbeneficiaries 

Several of the studies on micro-enterprises carried out in Ecuador in recent years have shown a 
strong correlation between project-provided resources (credit, TA and training) and success (geowth in 
assets, sales, profits and employment). But great caution must be taken in arriving at these conclusions,
for several reasons. First, beneficiaries represent a highly self-selected group of people. For one reason 
or another  probably because they already wanted to progress - they chose to enroll in the programs.
Control groups, very likely because they do not have the same growth motivation, have chosen not to
join the programs. This contamination of the sample makes it very likely that growth and ciange is due 
to a predisposition to grow and chaige rather than an effect of the project's activities. Second, none of
the studies were conducted as controlled before-and-after surveys, so that actual changes are not
measured; the mere presence of more employees, more assets or higher profits does not prove causality.
Third, in the absence of supporting documentation, measurements based on respondent recall have been 
found to be very inaccurate.' 

In this particular sample, respondents considered training and technical assistance to be important,
and rated the assistance highly. There is no strong evidence in the quantitative data to support a 
conclusion that training and technical assistance improve performance. Sales growth, profitability,
increases in employment and the social benefit-cost ratio calculated for the firms was not related to either 
their participation in micro-enterpr[:e programs or to the levels of assistance received. 

At the same time, there is strong evidence from this survey that being associated with a program
that supports MSE development has a positive impact on the optimism of the micro-entrepreneur.
Beneficiaries were clearly more optimistic about their business future and more committed to expanding 
the business than nonbeneficiaries. 

Sector Variations 

The strong sectoral differences among MSEs suggest that tradeoffs exist between alternative 
strategies and expected results. At a minimum, differences among the three traditional sectors
(production, commerce and services) suggest that focusing on one or the other has strong implications
for the ability of a program to reach women, poorer sti ..a of the micro-enterprise pyramid, or generate
employment and income (Table 29). 

"See Gomez, op. cit.; and Hagan and Tiffany op. cit. 

'See Liedholm and Mead, op. cit. 
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TABLE 29
 

Beneficiary Characteristics,
 
According to Scale of Enterprise
 

SECTOR
 
Potential for 

Micro Small Medium 

Number of people Reached 
Very Large Large Moderate 

Job Creation, after initial Moderate High Moderate 
creation of the business 

Efficiency of Job Creation 
High High Moderate 

Income Enhancement Low-Moderate High Unknown 

Working with Disadvantaged 
Groups High Moderate-High 

Moderate, mainly 
as laborers 

Role of Women High Moderate Low, mainly as 
laborers 

A more detailed disaggregation of the MSE sector reveals, other, potentially more significant
differences and tradeoffs. Service fields such as barber shops, repairs and artisanry and small commerce
oriented ventures such as small stores (tiendasand bazares), market and street vendors offer the best 
opportunities to work with poorer people. These are the subsectors that provided low-investment 
opportunities for people starting a small business. 

If the objective is to maximize employment and employment generation, however, programs should 
focus on manufacturing enterprises. In this sample, metalworking, basic product manufacturing and
woodworking not only hired the most employees per firm, they tended to have the largest overall growth
in employment and the highest annual rate of growth in employment. Textile operations (tailors and
seamstresses) and food products and services subsectors, even though the average number of employees 
per firm is rather low, also tend to have rather high annua.l employment growth. This is offset by the
higher cost of establishing successful businesses and corresponding higher investment per job created in 
these sectors. 

Sales and profitability show varying patterns, and firms with the largest sales volumes are not
necessarily those with the highest profitability. Development strategies that want to concentrate on
generating income, should focus on subsectors that generated the highest return on assets, profits per
employee, or social benefit-cost ratios. There is a remarkable consistency among the subsectors in terms 
of these indicators: 
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" Highest Profits per Employee Large and small stores, basic products and food 
subsectors 

" Positive SBC rz~o Food, basic products and repair subsectors 

" Highest Return on Assets Food, basic products, 
beauty subsectors 

repairs and barber and 

• Highest Average Wages Basic products, food, leather subsectors 
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ANNEX A 

METHODOLOGY
 

A survey of 582 micro- and small-scale entrepreneurs (MSEs) in Ecuador served as the major
empirical data base for the 1990 sector assessment. This survey provided a broad spectrum of attitudinal, 
perceptual and factual information on a representative sample of participants in approximately 25 micro
and small-scale enterprise development programs and of a control group of similar entrepreneurs who 
were not participating in any formal MSE program. 

The Sample 

Because of time and resource constraints, the study was not able to conduct a random sample of the 
MSE sector in Ecuador. Instead, the primary sample was randomly drawn from the clients of the major
MSE support programs in the country. A list of clients was obtained from each of the participating
institutions, and a random number procedue applied to select respondents. 

Sample Size 

The survey was originally administered to 625 respondents. Forty-three respondents were later 
excluded from the survey because they did not fall within the basic criteria of micro-entrepreneurs. All 
of these were rural residents engaged in animal husbandry activities, and were not in',olved in any kind 
of production, service or commercial activity that would constitute a small-scale business. 

The final sample included 430 beneficiaries and 152 nonbeneficiaries. Beneficiaries were defined 
as individuals who had received assistance - credit, training or technical assistance - from a formal 
institutional program of assistance to micro- and small-scale enterprises. These included programs of 
nongovernmental organizations (NGOs) supported by USAID/Ecuador and other international donor 
projects, private foundations, private banks and the national development bank. 

The control sample was drawn from names suggested by the beneficiaries. Each beneficiary
interviewed was asked to provide the names of other MSEs in the immediate area who were similar to 
the respondent, but had not received outside project assistance. In some cases the "control" group had,
in fact, received assistance, and became part of the "beneficiary" sample. A subset of the beneficiaries 
(111 respondents), although named as active clients by one of the supporting institutions, had apparently
received no benefits - training, technical assistance or c:edit - from any program at all. In most of the 
analyses this group was treated as a separate category. 
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Sample Bias 

The sample is not representative of the micro- and small-scale enterprise sector in Ecuador. Instead,
it is representative of the micro- and small-scale enterprises that are being assisted by established
foundation and NGO programs. Significant groups of small-scale entrepreneurs - in particular, small
scale commercial enterprises (market women and street vendors), service industries, and home-based 
survival oriented businesses - are underrepresented or not present in the sample because these groups 
are not,bing assisted by the current programs. 

The sample is skewed toward larger, more stable enterprises, and underrepresents women.
However, as mentioned above, this is because the current programs are skewed this way. 

Supplementary Information 

Although the survey provided a underlying background for the work of all of the consultants, each 
team supplemented the survey with other data collection activities. These included: (a) interviews with 
program directors and staffs, government and international donor officials, and private sector individuals;
(b) specialized surveys of micro-entrepreneurs (especially related to informal financial markets, gender
issues and marketing); and (c) a review of both general literature on small-scale enterprises and studies 
available o~a the Ecuadorean small-scale enterprise sector. 
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CHAPTER TWO 

GENDER AND MICRO-ENTERPRISE IN ECUADOR 

by
 
Rae Lesser 1'lunberg
 

University of California, San Diego
 

INTRODUCTION 

Ovrview 

Measuring the full extent of the informal sector is a difficult task, not just in Ecuador, but in any
developing country. National account statistics measure the formal, monetized sectors of the economies
of industrialized countries. However, many of the activities of the informal sector take place behind
closed doors (often to avoid official scr,!tiny and licensing), on the street, inside homes or in remote rural 
or urban slum locations. Census enumerators rarely visit these sites and, when they do, are often 
unaware that economic activities are occurring all around them. 

Practitioners of these activities may not care to be counted or queried for official purposes when theyare visited. Thus, many informal sector endeavors "fall between the cracks" of both a country's census
and its national household surveys. In Ecuador, for example, the 1987 Permanent Household Survey
estimated that 38.8 percent of the country's economically active population is found in the urban informal 
sector 1. This is viewed as an underestimate by many working in the field. For example, a substantially
higher figure is offered by Alarcon Costta, who calculates the size and economic impact of Ecuador's
urban and rural informal sector as representing some 60 percent of the economically active population
and about 60 percent of the gross value added produced by the country. 

There is less disagreement about the ubiquity and importance of micro- and small-scale enterprises,
defined as nonfarm firms with one to nine employees. According to the 1980 Economic Census, they 

'Rend Calder6n, "Rol de ia Micro y Pequefia Empresa en la Generaci6n de Empleo," in Programas 

de Micro y Pequenla Empresa en el Ecuador,p.p. 35-38. 

Cdsar Alarc6n Costta, Sector Informal: Problemao Soluci6n?, p.p. 8 and 104. 
2
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accounted for fully 97.6 percent of all firms in the country'. In fact, '"microentrepreneurs are thought
to make up the largest single subsector within the [Ecuadorian] informal sector."' 

Proportions of Women and Men 

Estimates of the proportion of women and men in the informal sector are even more nebuloas than 
those on the size; and economic weight of the sector. This is largely due to the greater invisibility of 
women's economic activities, which are more often home-based than men's. A PREALC-International 
Labour Orgaaization study' found women to comprise 39 percent of the informal sector in Ecuador's 
two principal cities, Quito and Guayaquil. The November 1987 round of the Permanent Household 
Survey found women to be 39 percent of the employees of micro-enterprises in Quito, Guayaquil and 
Cuenca and projected that figure for the country's urban population.6 But Berger's research indicates 
that one-half or more of the Latin American informal sector is female.7 

In Ecuador, there is reason to believe that even Berger's figure may be low. In a series of case
studies in Guayaquil and anto Domingo de los Colorados, over 80 percent of the women in the specific
barrios studied were involved in income-producing economic activities - most of which were both 
informal sector and home-based 8 Formal labor force participation figures for women are drastically
below this figure; for example, the 1982 Census indicated that only 4 percent of the women in Santo
Domingo were economically active. The high figures encountered by the case studies emerge from the 
methodology employed: in-depth anthropological techniques that asked not for "occupation," or even"primary and secondary activity," but, rather, whether the woman engaged in any income-producing 

3John Chang, Andrew Cannellas, and Jeffrey Poyo, AID MicroenterpriseStocktaking: Ecuador, 
p. 2. 

'Mdyra Buvinic, Margu,.erite Berger, and Cecilia Jaramillo, "Impacto de un Proyecto de Credito 
Dirigido a Microempresariosen Quito, Ecuador. In La Mujer en el Sector Informal, edited by
Marguerite Berger and Mayra Buvinic, p. 333 

'PREALC, Funcionamientoy Polfticas, Sector Informwl. 

'Radil Baca Carbo, "Plan Nacional y Masivo de Apoyo a las Unidades Populares Econ6micas," 
Programasde Micro y PequelaEmlresa en el Ecuador,p. 14. 

7Marguerite Berger, "La Mujer en el Sector Informal." In La Mujer en el Sector Informal:
Trabajo Femeninc y Microempresarialen Amrica Latina, edited by Marguerite Berger and Mayra 
Buvinic, p. 17. 

'See the case studies by Humberto Balarezo (of barrio Mapacingue, Guayaquil), Marcela Blacio 
(of barrio Febres Cordero/El Cisne I, Guayaquil) and Jenny Valencia (of barrios of Santo Domingo
de los Colorados) presented in Estudio de Casos 2obre la Realidad de la Mujer Ecuatorianaen 
Sectores Crfticos del Desarrollo,by Barbara Hess et al. 
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activities.9 Finally, numerous studies have found that women's participation in the informal sector tends 
to rise as the economy falls.' ° Accordingly, there is reason to believe that women's involvement in the 
Ecuadorian informal sector has risen during the economic crisis-ridden 1980s. 

The most influential conceptualization of the informal sector views it as representing excess labor
supply which cannot be accommodated in the formal sector." Women in Latin America have lower 
access to formal sector employment than their male counterparts yet are increasingly driven to generate
income. Economic crisis, as well as high and growing numbers of households primarily supported by
a female head (defacto or dejure), force women to earn their own living in the informal sector. The
remainder of this paper concerns urban Ecuadorian women who have chosen to do so by becoming micro
entrepreneurs. 

There are no nationwide statistics that reliably indicate just how many women micro-entrepreneurs
there are or what they do for a living, but a variety of Ecuadorian studies find women micro
entrepreneurs to be most concentrated in commerce. Commerce, it should be noted, is also the largest
single component of the country's informal sector: 49.1 percent of all people in the sector are engaged
in commercial activities." In Quito, for example, Farrell found women to comprise fully 70 percent
of commerce micro-enterprises, although the proportion was much lower in Guayaquil. 3 Women also
predominate in certain production branches, especially clothing/textiles, ceramics and some food 
activities, as well as in personal care services. 

'A large literature has emerged which shows how standard census and household survey definitions 
and methods for eliciting economic activity, including "occupation" or "primary/secondary activities" 
approaches, result in drastic undercounts of women in both the informal sector and low resource 
farming. This literature is cited and summarized in Rae Lesser Blumberg, Making the Casefor the 
Gender Variable: Women and the Wealth and Well-being of Nations. 

'°See, for example, Berger, op. cit., p. 15. 

"Jaime Mazzera, "Excedente de Oferta de Trabajo y Sector Informal Urbano." In La Mujer en 
el Sector Informal, edited by Marguerite Berger and Mayra Buvinic. 

' his is followed by 23.6 percent engaged in manufacturing activities, 16.8% in services and 9.3 
percent in construction (Baca Carbo, op. cit., p. 13, citing the November 1987 wave of the Permanent 
Household Survey of the National Institute of Employment, INEM, of the Ministry of Labor). 

"Gilda Farrell, "Los Microcomerciantes del Sector Informal Urbano: Los Casos de Quito y
Guayaquil." El Sector Informal en los ParsesAndinos. 
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THE CASE FOR DEALING WITH BOTH
 
WOMEN AND MEN MICRO-ENTREPRENEURS
 

Two increasingly popular notions among those who design and/or study micro-enterprises tend to
reduce the access of women micro-entrepreneurs to assistance. First is the idea that because women
micro-entrepreneurs typically are smaller-scale than men, they are not as much business- or .rowth
oriented as their male counterparts. Second is the idea that it is the micro-enterprises with the highest
growth potential - especially in employment generation - that merit the lion's share of the credit and
other resources aimed at the micro-enterprise sector. Operationally, these two ideas often translate to a
growing bias against supporting commerce micro-enterprises on the grounds that they create both less
employment and less value added. The bias against supporting commercial micro-enterprises works to
women's detriment because they are so preponderant in this sector. Donors and practitioners who hold
these views generally advocate focusing resources on production activities located at higher levels of the
micro-enterprise pyramid - where, indeed, fewer women are active. There are, however, overwhelming
economic reasons for not unwittingly excluding women from assistance efforts.' 4 

Employment, Income and Productivity 

Most micro- and small-scale development projects are concerned with three related but distinct goals,
namely employment generation and enhancement of incomes and productivity. Which of the goals is 
emphasized has strong gender implications. 

Employment 

With respect to the data on employment generation, the picture is mixed as to whether micro
enterprise credit and/or training projects create significant numbers of jobs in businesses run by either 
sex. Where employment generation does occur, it is not always men's businesses that create the most
jobs. For example, in a 1985 study of the ADEMI micro-enterprise credit project in the Dominican
RepLblic, it was found that women micre-entrepreneurs"5 created an average of 1.5 jobs while male
respondents created an average of 1.3. Moreover, in the clothing sector, which was both the largest 

"'Empirical information for this report was drawn from several sources, including (a) a survey of
 
582 microentrepreneurs conducted specifically for this sector assessment that will be referred to as the

"Microenterprise Survey," (b) a 
study of the UNEPROM program that will be referred to as the

"UNEPROM Survey," (c) an evaluation of the CARE program that will be referred to as the "CARE

Survey," and (d) a "rapid rural appraisal" of microenterprises and programs that was carried out by

the author in four separate locations in Ecuador. In addition, information was gleaned from the

worldwide microenterprise literature. For a description of the methodology, see Annex 1 at the end
 
of this chapter.
 

5Women comprised 150 of the 847 recipients of individual (as opposed to group) loans then made
 
by the program.
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sector (150 of the 847 firms) and the one with the most women (almost half of all female loan clients 
were in this sector), women micro-entrepreneurs created 1.4 additional jobs versus only .64 for men. " 

In the three surveys analyzed in the present research, the evidence is mixed with respect to gender
and job creation. On the one hand, some of the evidence shows women to have higher rates of
employment generation. Most dramatically so, the CARE Survey found that of clients of the four
foundations following the Fundaci6n Carvajal model, women micro-entrepreneurs, who accounted for
just under one-third of the sample, created fully two-thirds of all new jobs. 7 Women's rate of
employment growth also proved somewhat higher than men's in two of the subsamples in the UNEPROM 
study: those who had received training with no credit and the control group. In both of these subsamples,
women and men had similar initial employment levels. In the third subsample, those who had received
both training and credit, there was no significant difference by sex in rate of employment growth although 
men had more empioyees. 

Conversely, men tended to create somewhat more jobs in the two ACCION-assisted "minimalist"
credit foundations included in t~he CARE Survey, FED in Quito and Fundaci6n Eugenio Espejo (FEE)
in Guayaquil. Similarly, in the micro-enterprise survey carried out by the present team, men reported
significantly more current employees as well as higher employment growth since starting their businesses. 

Income 

In the literature on micro-enterprise, income growth is measured less often than employment growth.
Ecuadorian micro-enterprise data show the same pattern: wi~ereas all three national surveys measured
employment changes, only one of the three ncluded explicit mea.ures for income growth, namely the
Microenterprise Survey. which found no significant difference between men women.and In the other 
two surveys, the closest approximation to an income measure isobtained by inferring from questions on 
business growth. 

For example, the UNEPROM Survey found that about 85 percer, of both men and women who had
received credit reported that their business gi'ew as a result; however, 29.6 percent of men versus 18.2 
percent of women reported that their business grew "a lot." 

In the CARE Survey, about 90 percent of both male and female recipients of FEE credit reported
that their business had grown since 1988; there was also little differe~nce in reported growth among male
and female clients of the Carvajal-model foundations (82 percent versus 77 percent). However, fewer 
women than men recipients of FED loans reported business growth since 1988 (77 percent of women, 
versus 93 percent of men). Beneficiaries in the CARIL Survey were also asked whether their current sales 

"6RaL, Lesser Blumberg, "Entrepreneurship, Credit and Gender in the Informal Sector of the
Dominican Republic: the ADEMI Story." In Women in Development:A.LD. 's Experience 1973-1985,
Vol. II. Ten Field Studies, edited by Paula Goddard. 

17Margaret Hagen and Tamara Tiffany, Small Enterprise Development Project Credit Strategy
Study, p. 29. The Foundation Carvajal model emphasizes training in business administration,
accounting, marketing and the like, and provides credit for only a small fraction of those trained. 
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covered their costs more, equally or less than in 1988. Among both FEE clients and beneficiaries of 
foundations using the Carvajal model, there was little difference by gender: among FEE clients, 51 
percent of both men and women reported better coverage of costs, as did 38 percent of men versus 33 
percent of women from Carvajal model foundations. Among FED clients, however, men's businesses 
once again did better: 50 percent of men versus 39 percent of womei, reported be.ter coverage of costs 
now than in 1988. In short, there seems to be no simple pattern of men's income growing more than 
women's. 

Particularly relevant is the evidence from the UNEPROM study concerning what men and women 
micro-entrepreneurs do with their income. Specifically, in all three subsamples (credit and training,
training only, and controls) women showed ahigher propensity to reinvest in the business than men. In 
the credit and training subsample, women spent 14.6 percent of income on business reinvestment, versus 
8.1 percent for men. Among training only recipients, women reinvested 18.3 percent of income, versus 
9.5 percent for men. And in the nonbeneficiary "control" group, women spent 14.5 percent versus men's 
9.1 percent on business reinvestment. 

There is considerable evidence that women with provider responsibilities focus expenditures on 
children's nutrition, with a secondary concentration on children's schooling, health, and clothing.
Women also tend to withhold less income for personal spending than do men." The UNEPROM data 
do not distinguish between women who are heads of household or primary providers and those with lesser 
provider obligations. The latter group might be expected to have more available income for other 
expeiuditures - such as reinvestment in the business. The data do show thzt women are as likely as men 
to be in a marital union: 81 percent of women, versus 83 percent of men, are married or it, a consensual 
union. Although by cultural expectations these married women should have only secondary provider
obligations, there are no data on how many of their husbands indeed are primary providers. Yet the data 
show that women, despite their high marriage rate and higher propensity to reinvest, spend almost as 
much on food as men: among the credit and training subsample, men spent 55.8 percent versus women's 
47.0 percent. Of those receiving only training, men spent 54.0 percent versus women's 48.9 percent.
And among nont-.neficiaries, men spent 68.2 percent versus women's 65.5 percent. 

Productivity 

A 1988 study of FED 9 showed that women borrowers increased their hourly incomes significantly 
more than men borrowers, as compared to nonborrowers of the same sex, once several extreme values 
were removed. These female beneficiaries of FED credit increased their productivity: they made more 
money while working fewer hours. Given that these women had between 5 and 6 children per household,
and thus were obliged to work a "double day" of both economic and domestic activities, it is relevant thr,
they chose to cut business hours. Women micro-entrepreneurs, for example, reduced their busin-.,s 

"3See Rae Lesser Blumberg, "Income Under Female vs. Male Control: Hypotheses from a Theory

of Gender Stratification and Data from the Third World," JournalofFamily Issues, Vol. 9, No. 
 1and
 
Blumberg, Making the Casefor the Gender Variable,op. cit. for reviews of the male/female spending
 
data.
 

1Buvinic, Berger and Jaramillo, op. cit. 
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workday from 10.3 hours in 1984 to 9.3 hours in 1985.' Presumably, much of this extra time was 
devoted to childrearing (i.e., "human capital formation"). 

To generalize, to the extent that women micro-entrepreneurs are as business-oriented as their male 
counterparts, while bearing greater responsibility for their children's welfare, we can speak of a "synergy
effect" in channelling funds to women - the women combine the economic impacts of the funds with 
an added bonus of human capital formation. 

Men and Women's Entrepreneurial Characteristics 

In examining whether women micro-entrepreneurs are as business-minded as men, it must be kept
in mind that the micro-enterprise foundation clients in the various studies are not representative of the
micro-enterprise universe at large. Rather, they tend to be a self-selected group of individuals who have 
chosen to grow. The micro-entrepreneurs interviewed in the present "rapid rural appraisal" (RRA) are 
an even more selected group: except in the Cuenca Microenterprise Survey follow-up sample (see Annex
B), foundation staff heavily influenced the selection of clients who came to group meetings and/or were
interviewed in their business premises. While a few of these men and women were not very successful, 
more often than not., they were enthusiastic people who had benefitted from the assistance they had
received. This was especially true of those who had received credit in addition to training. The women 
interviewed in the RRA proved no less business-minded titan the men. 

The Microenterprise Survey, however, provides the richiest lode of data comparing men and women's
business orientation. In general, the findings from this survey show women micro-entrepreneurs to be 
at least as entrepreneurial as men. Some of the areas in which men and women entrepreneurs indicated 
similar levels of commitment and business orientation include: 

" Perception that they could sell more; 

* Desire to export; 

* Satisfaction with the business; 

* Desire for expansion; 

• Perceived ability to compete with larger businesses; and 

* Perception that their greatest need for growth is working capital. 

2'Ibid. 
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With respect to the scale of their businesses, although men had more employees and a larger monthly
payroll, male and female vrntrepreneurs proved alike with respect to: 

* Level of fixed assets;
 

" Change in income from 1989-1990;
 

* Profit/loss of the business; 

* Keeping a general ledger; 

* Applying for business loans in the last year; and 

* Keeping a bank account.
 

In some areas, women exceeded men in business-related attributes, reporting:
 

* Less problems with selling their product; 

" Less problems with marketing and competition; 

* More optimistic views of their firm's future; 

" More credit from suppliers;
 

" More use of a daily ledger; and
 

* A tendency to like competition and risk-taking more. 

Some of the differences between men and women micro-entrepreneurs have to do with their stronggender segregation into different sectors of the micro-enterprise world. As noted, women predominate
in commerce and in the production of clothing. This may explain, for examiple, women's greater use of
supplier credit, which is more prevalent theie, particularly in commerce. There also seems to be stronggrowth potential for women's clothing: demand was not reported as a problem by any woman clothing
producer interviewed, for example. 

Gender segregation ofthe micro-enterprise world also seems to explain the finding that female microentrepreneurs are more likely to hire women and male micro-entrepreneurs are more likely to hire men.
Also, women's jobs pay much less: a recent INSOTEC sample survey of small and micro- enterprise
in five Ecuadorian coastal cities found that ren earned fully 250 percent more than women.2' 

2 Pablo Samaniego, and Lincoln Mayguashca, Situaci6ny Perspectivasde la Micro y Pequefla
Industria en Cinco Ciudades Secundariasde la Costa Ecuatoriana:Esmeraldas, Quevedo, Manta,

Porrovi*joy Santo Domingo de los Colorados, p. 56.
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Other differences in micro-enterprise performance are caused by women's situation as women. Fcr
example, both the Microenterprise Survey and the rapid appraisal found female businesses more likely
to be home-based than men's. The survey also reported interesting gender differences in use of familymembers in the business: male micro-entrepreneurs were more likely to have spouses work in the
business than were women micro-entrepreneurs, while women were more likely than men to mobilize
their children's labor - but, significantly, more on a part-time than a full-time basis'. Women
interviewed in the rapid appraisal attributed this pattern to their insistence that children's business
invol:,ement not come at the expense of their studies - that is, they claimed that their children worked 
oniy when not in school. 

A further notable gender difference that emerged in the Mizroenterprise Survey concerns reason for
starting their business- women stressed their greater economic necessity to earr, whereas men st'essed
the independence motive. '-,'._men have less access to bet.er paying jobs in the formal sector, and more
and more of them must assm.ne provider responsibilities F.s male contributions fall short or are altogether
absent. For women entrenreneurs, earning a living In the informal sector is the only viable way to 
survive. 

Loan Repayment by Gender 

Most studies of micro-enterprise credit worldwide have found women to be as good or better in loan
repayment than their male counterparts. Only partial data on arrearage available for the presentwas 
research, but once again, with one complex exception, women proved to have lower rates of arrears.
The CARE survey data show that FED women's arrears rate is 6.8 percent versus 12.2 percent for men,
while FEE women's rate is 0 p',rcent versus 4 percent for men. The aggregate arrears figure for the four
Carvajal-modei foundations provided the only exception - an arrears rate of 13 percent for women versus 7 percent for mea. Since the CARE data available for the present analysis lumped together the 
four Carvajal-model foundations, it was not possible to check the data to see where women's reported
higher arrears rate was coming from. However, data obtained during the rapid appraisal from one of the 
Carvajal-model foundations (CIPEP in Manta) showed 0 percent of women in arrears, as opposed to 10percent of the men. Interviews ,ith FADEMI indicated that, in one credit line, slightly fewer women 
were in arrears (7 percent of women versus 9 percent of men); in another, women comprised 39 percent
of the ,rrowers, but only 33 percent of those in arrears. 

Summarizing the above, it appears that the women micro-entrepreneurs who seek out micro
ente rise assistance programs are as dedicated to their businesses as are men, even though their firms
tend to be smaller in scale. They are also more constrained by home, children and economic 

'In part, this may reflect cultural values and relative availability of employment by gender. Men

would less often be comfortable working in a business run by their wife, and are more likely to have
 
access to better 3mnloyrnent in the formal sector. 
 In part, the lower participation of men in wives'

businesses may also reflect the significant proportions of female heads of household among women

microentrepreneurs reported in the literature 
 and found in the tiny rapid appraisal sample;
unfortunately, household headship was not included as a variable in any of the sample surveys included 
in this paper so this possibility could not be assessed. 
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necessity.' In addition, female micro-entrepreneurs are apparent!y somewhat better at loan repayment. 
In short, there seems to be no economic basis to give preferential treatment to male micro-entrepreneurs. 

WHAT WORKS BEST FOR FOUNDATIONS
 
WORIU BEI FOR WOMEN
 

One of the objectives of the rapid appraisal was to learn whether the procedures followed by the 
micro-enterprise assistance foundations faci'Ptate or hinder their reaching women beneficiaries. The 
literature ort micro-enterprise development consistently reveals several factors that lead to successful 
micro-enterprise credit programs - factors that concomitantly result in higher proportions of women 
being served as beneficiaries: 

1. 	 One of the most important of these success factors is charging positive real rates of interest so 
that the foundation does not decapitalize and the well-known "trickle up" effect of subsidized 
credit does not occur.' A clear relationship can be seen in the foundations surveyed between 
the rate of interest charged and the proportion of women loan beneficiaries. The foundation 
charging the highest interest is FED, which charges the market rate, and then adds fees for 
training, insurance, and other items that are amortized with the loan. FED is also the only
foundation requiring weekly payments, which leads to a very rapid turnover on its funds. As 
the result of this strategy, it is at 170 percent of self-sufficiency, according to its report to the 
Inter-American Development Bank.' It also has the highest proportion of women clients 
fully 60 percent. In contrast, UNEPROM, which offers a subsidized interest rate, has 54.1 
percent women c!ients, but only 35.6 percent of these women received credit. 

2. 	 Successul foundations do not impose high trinsaction costs in order to get a loan, such as long
waits, numerous trips to a distant office or bank, intimidating contacts with disdainful 
bureaucrats of a higher social class, lengthy and complex forms, and other bureaucratic 
impediments. Again, FED's paperwork and "up-front" requirements seemed the least onerous 
of the foundations visited. 

3. 	 Not imposing h*,h collateral requirements or complex co-signer procedures for a loan is 
another factor associated with successful micro-enterprise credit projects. In the FEE program, 
a "solidarity group" mechanism is used for the poorer clients, who are largely female and 

'Theseare discussed in greater detail later in this chapter. 

'"Trickle up" refers to the tendency for the more influential and bettei off within a target group 
to get a disproportionate share of subsidized valuable and scarce resources, such as credit. 

"Fundaci6n Ecuatoriana de Desarrollo, Pregramade Desarrollode la MicroempresaFormal:25 
Meses de TRabajo, Junio 1988-Junio1990. 
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engaged in commerce.' Under a solidarity group program, the group gives a collective 
gua antee ane 3vides social pressure to keep up loan payments. This eliminates the need for 
collateral, co-signers and the like, and typically results in very low arrears. While most of the 
individual loans go to men, women are more likely to be involved in the solidarity groups.
FED also used to have a solidarity group component, which was eliminated as part of a 
reorganization in which the main advocate of the solidarity group approach replaced.wzs 
Current management beiieves that solidarity groups are not culturally appropriate in Ecuador,
FEE's experience to the contrary. According to the Buvinic et al. study', 65 percent of the 
microvendors in FED's 1984-86 solidarity groups women, versus 35were percent of 
microproducers receiving individual loans. FED's other loan-facilitating procedures, even in
the current absence of solidarity groups, give it a plus on this point, as well as a 60 percent 
female clientele. 

In general, collateral and co-signer requirements tend to depress female clientele more than 
male, since women are less likely to have access to the kinds of property accepted for 
collateral', or the leverage and contacts to solvent co-signers. One problemget with
requiring co-signers, revealed in the course of the rapid appraisal, involv,,d a newly-superseded
Ecuadorian law requiring both spouses to sign for loans asor gua,'antors. This special
constraint on women micro-entrepreneurs in discussed in more deaiiI 	In Section IV below. 

4. 	 The most successful programs typically offer frequent payments that correspond to the business 
cycle of micro-enterprises. In the rapid appraisal, t was 	found that FED has switched from 
monthly to weekly payments, FEE continues with monthly payments, and the other foundations 
request monthly payments but often have a confusing system in which the private bank 
forwards payments only quarterly to the Banco Central. In effect, then, payments ate quarterly
for many micro-enterprise clients of the other foundations. The rates of arrears appear to be
substantially lower for clients bound to monthly or more frequent payments. The FED micro
entrepreneurs interviewed had no complaints about the weekly payments, although according 
to FED staff, micro-entrepreneurs in a few long-business-cycle sectors such- as carpenters 
- sometimes find weekly payments difficult. Overall, FED has a very low rate of arrearage.
Lower arrearage rates were also found for USAID/CFN credit lines, which require monthly 
payments, than for credit lines run through local banks that emphasized quarterly forwarding 

'According to Robert Kramer, Deputy Director of USAID/Ecuador, FEE's solidarity group
approach has been exceptionally successful. 

'Buvinic, Berger, and Jaramillo, op. cit. 

"Jewelry, for example, is almost never accepted by anyone except informal moneylenders and 
pawnshops. 
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of money to the Banco Central. FADEMI, for example, has both USAID/CFN monthly
payment credit lines and local bank/Banco Central quarterly credit lines - and a much lower 
rate of arrears in the former.29 

5. 	 Many of the more successful credit programs do not arbitrarily exclude certain kinds of micro
enterprises, such as commercial ventures, and they typically have more women beneficiaries 
as a result.' Programs that restrict commerce participation tend to freeze out a large
proportion of potential female beneficiaries. While small commerce micro-enterprises do create
fewer jobs than such labor-intensive production sectors as clothing, and less value added than
such capital-intensive sectors as metal working, there is no evidence that commerce micro
enterprises make worse loan clients. Thy report increases in sales, sometimes at a higher rate
than production businesses,"' and to the extent that commerce micro-entrepreneurs are likely
to be poorer and/or women, they may have lower loan delinquency rates. This is in keeping
with the findings in Guatemala and elsewhere 2 that most foundation fieldworkers (asesores)
firmly believe that the poorer the micro-entrepreneur, the better the payment record. 

Since foundations do not collect social class data on clients, the better loan performance of the poorer
micro-entrepreneurs is based on impressions. But similar impressions were gained from interviews with
both sets of asesores questioned during the rapid appraisal, namely FED's and CIPEP/Manta's. Asesores
also felt that women were as good or better than men in loan repayments, in spite of the fact that they
were poorer and generally had smaller businesses than their male counterparts. 

In general, the Ecuadorian data generated through the present research is in line with the worldwide
micro-enterprise literature in finding that what works best for foundations works best to enhance the
proportion of women credit beneficiaries. 

'Infact, the most bizarre, confusing and unwieldy system encountered in the rapid appraisal
involved FADEMI's non-USAID/CFN credit lines. The system is due to the policy of the local
branch of the bank handling the money. But since this seems to be having a more negative impact on 
women than men, it is discussed later in this chapter. 

Therefore, it is perhaps counterproductive that the Inter-American Development Bank frequently

has imposed a restriction that ME loans using 
 its money must be for "transformative activities"
(mainly, production). While some Ecuadorean recipients have managed to renegotiate this requirement

(for example, CONAUPE), others (for example, FED) are hampered by it. Fortunately, FED also has
 
access to ACCION funds for a bank guarantee fund that permits it to continue to service the

commercial sector of MEs to an extent. FED's proportion of women is very high even with only

limited commerce clients because many of its production clients are in the largely female clothing 
sector.
 

"Arelis G6mez, Informe de Evaluacinde Impacto ProgramaUSAID/MTR-. 

'Rae Blumberg and Jaime Reibel, Guatemala'sUrbanMicroenterpriseMultiplierSystem (SIMME):
ProgramAppraisal. See also Rae Blumberg and Elspeth Revere, Evaluationof Guatemala's Urban 
MicroenterpriseMultiplierSystem (SIMME). 

3

http:former.29
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SPECIAL CONSTRAINTS ON FEMALE ENTREPRENEURS 

Women and the Need for the Spouse's Signature 

Two years ago, at the beginning of the Borja administration, Ecuador's Congress passed some
reforms aimed at eliminating structural and legal obstacles to female equality - which already is
guaranteed by the Constitution. Paragraph 5, Article 19 states: "Women, whatever their civil status,
have equal rights and opportunities to men in the aspect of public, private and family life . . .,.
Nevertheless, many policies and laws continued to discriminate against women, hence the recent Borja 
reforms. 

One of these reforms was to require both spouses' signatures (for common law couples as well as 
the legally married) for a loan or loan guarantee. The rationale was that the woman should not be
obligated by a loan action undertaken by her spouse unless she was a party to it. Many women had long
complained that their husbands failed to let them know when thzy were incurring debt obligations.
Despite the good intentions, this reform has boomeranged and has had severe and negative consequences 
for women. 

As emerged clearly in the rapid appraisal, when a man wants a loan, he has more leverage to compel
his wife to sign than in the opposite case. Among other things, men's superior social position, economic 
power and physical force give them more clout. Also, even if a couple has separated, the law requires
both signatures. Again, a man has more power to compel a separated spouse to sign than in the contrary 
case. For financial reasons, some separated men with children by the prior spouse and a new liaison may
keep in contact with the family and contribute sporadically bv.t may not reveal their new whereabouts.
This further hinders a woman's ability to get her former partaer's signature on a loan application. 

An analogous situation exists with respect to co-signers. Typically, the agreements (convenios)
between foundations and banks call for one guarantor. But some banks require two. And every
guarantor means two signatures if that person is, or has been, in a live-in union. This makes it harder 
for women, with their lesser social power and contacts with solvent people acceptable to banks, to get
micro-enterprise loans. In one situation, absurd levels of difficult ensued. Some of FADEMI's credit
lines are run through a local branch of one of the country's major banks.3' The local bank manager has
decided that one-year loans to micro-enterprises would have to be rolled over every three months (when
the quarterly payments are forwarded to the Banco Central). In addition, there is a policy that two 
guarantors, rather than one, are needed for a loan. Therefore, every three months, the typical FADEMI
client of the affected credit lines must bring six people to the FADEMI offices for a signing ceremony:
the loan rec~pient and spouse, and each guarantor and spouse. The system has resulted in confusion and
hardship, with women especially complaining about the burden. Worse, if one of the parties is absent,
the paperwork cannot be completed and the quarterly payment cannot be forwarded. This puts the client 

"Rae Lesser Blumberg, and Dale Colyer, Social Institutions, GenderandRuralLiving Conditions, 
Working Paper 12-89. 

'In contrast, their USAID/CFN line is run under a special, streamlined agreement that avoids some
 
of these pitfalls.
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at great risk of falling into arrears and having to pay the high penalty interest for delinquency. The rapid
appraisal uncovered several concrete cases in which a single absent member of the sextet caused precisely
this to occur. 

Fortunately, on August 21, 1990, the Ecuadorian Congress passed - and published in the official
legislative digest - a modification of the law. Now, only one spouse's signature is needed - except for
such "big ticket" indebtedness as that involving the purchase of cars, houses and land. 5 It will be some
time before the legal change comes to the attention of the relevant banks and foundations. Until then,
the dual signature requirement remains a big hurdle for women. 

Women Micro-entrepreneurs as Health-Care Providers 

When a family member gets sick, it is typically the woman who is expected to assume the burden
of care, regardless of consequences to her other economic endeavors. While there is much mention inthe literature of women's "double day" of domestic and economic activitie.;, little has been noted in thegender-and-microenterprise literature about women's special problems with health care obligations. 

Most micro-entrepreneurs have no access to the publicly subsidized Social Security health system and 
may be hard-pressed to afford private health care, given the much lower income levels that characterize 
informal and micro-enterprise activities. Average income in the Ecuadorian public and private formal 
sector is 60 pe:cent higher than informal sector income, according to studies using the PermanentHousehold Survey data.' Also, one study of people working in micro- and small enterprises in five
coastal cities found men to make 250 percent more than women." So there is no doubt that women
micro-entrepreneurs in the informal sector have difficulties with health care access, unless they happen
to be married to men with formal sector jobs covered by Social Security. 

Accordingly, it is significant that two of the foundations visited, FED and FADEMI, have instituted
medical and dental plans. The FED plan involves about 80 percent of the roughly 2,500 current
beneficiaries, each of whom currently pays just over $2.00 every six months. This gives them and theirfamily the right to visit the afternoon medical clinic FED maintains right on the premisas. The FED
doctor believes that the plan, which has been operating nearly a year, is carrying much of its costs, since 
not everyone uses it. FED also maintains a dental plan and clinic on the premises. All beneficiaries
interviewed at FED were appreciative of the health plan - even those who had joined but had not yet
used it. Indeed, several women were quite emotional in their appreciation of the easing of their special 
burden. 

'Interviews with Susana Balarezo, Technical Director of CONAUPE and Tatiana Cisneros, 

Director, Women's Program, Ministry of Social Welfare. 

Radl Baca Carbo, op. cit. p. 14. 

"Pablo Samaniego, and Lincoln Mayguashca, op. cit, p. 56. 
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Women's Access to Training versus the Local Level of Machismo 

The Carvajal model involves a substantial cash outlay for intensive training in business administration
(accounting, costs, marketing, human relations and the like). The model calls for access to credit for agood proportion of the graduates. As it happens, however, the four coastal city foundations using the
Carvajal model have had a variety of problems that have precluded their giving credit to more than aminuscule proortion of their training graduates. These problems have included (a) decapitalization due
to too few, too large, too long-term loans Lz less than positive real interest rates, (b) difficulties withbanks in freeiig tui:ds already "in the pipeline," and (c) lags on the part of donors. fact,In
CIPEP/Manta, where 74 !oanr have been disbursed, and CIPEP/Portoviejo, with 77 loans, top the list.
Yet these represent a paltry 3.8 percent and 3.3 percent, respectively, of the 1967 and 2299 people
trained at each site. Only 1.8 percent of the program participants in Quevedo (54 of the 3069 trained)
and a mere 1.4 percent of the Esmeraldas foundation clients have received loans. The Santo Domingo
foundation has been suspended from the program and is currently engaged in a legal battle with CARE. 

Women CIPEP beneficiaries in Manta revealed that they knew of other women who had borrowed 
money to take the training, ba;ed on the lure of credit offered by the promotores/asesores who signedpeople up. When no loan was forthcoming, they were in trouble. One woman admitted borrowing the 
money from her husband; she is still hoping to get a loan. 

The coastal cities of Ecuador are considered to be lower in economic opportunities for women andhigher in female subjugation than cities in the Sierra.3 The province of Manabi," irt which both Manta
and Portoviejo are located, is reputed to be the most "machista" in the country, and has one of the mostmale-dominated formal sectors. It is significant that CIPEP informants reporte' that husbands have
opposed some women's attempts to sign up for Carvajal-mod.l training. They cite Loth cultural reasons
("the woman is for the house") and the increasingly notorious futility of taking the training in hopes ofgetting a loan. Word travels fast in the sm211 coastal cities where the Carvajal-model foundations operate.
And, asesores agreed, unless the husbands see some fairly immediate economic benefit, they often are 
reluctant to let their wives participate. 

Accordingly, CIPEP asesores' subjective, impression is that their female trainees have for the mostpa,-t b3en heads of household, divorced, widowed, or separated. In fact, there have not been manywomen in CIPEP's courses: 21 percent at Manta and 22 percent at Portuviejo - the lowest proportion 
among the Carvajal-model coastal city foundations. This very low proportion of women trained byCIPEP in Manabi is probably related to the local perception that the training, in and of itself (that is,
without credit), does not lead to significantly increased income." 

"Blumberg and Dale Colyer, op. cit.; Rae Lesser Blumberg, "Gender and Development in
 
Ecuador."
 

"This does not mean that the training is not ferceived as valuable in nonincome ways: All 10
CIPEP/Manta trainees interviewed in the rapid appraisal expressed appreciation for the courses and

felt that they had been helped to varying degrees. Interestingly, more mentioned applying the human
relations they'd learned and stated that this helped them with customer's, than mentioned keeping some
 
kind of ledger - the most emphasized point.
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The proportion of INSOTEC women trainees has been much higher than the proportion of female 
trainees in CIPEP's Carvajal-model courses. 47 percent of the 915 people trained by INSOTEC between 
June 1987 and December 31, 1989 were women, as were 66 percent of the 170 trained in the first six 
months of 1990. In part this higher participation can be explained by the greater immediate relevance 
of the courses offered. The INSOTEC courses focus on increasing expertise in four fields of production 
- clothing, food, metal working and wood products. The largest and fastest-growing group of courses 
have been in clothing and are attended almost exclusively by women. Apparently, it is possible for 
graduates to put their knowledge to immediate use to increase income - and this seems to affect their 
own and their husband's attitude toward their taking the training. It is also significant that this skills 
training is much cheaper than the Carvajal-model general busiv:ss administration package. A vignette
from one INSOTEC-trained woman in Santo Domingo - anoLher city with a machista reputation -
illustrates the point: 

Alejandra is a 30-year old married seamstress with a lively four-year old daughter, a spotless
workshop/apartment, aiid a usually unemployed husband who works only sporadically as a 
chofer, despite his bachilleratodegree. She produces mainly made-to-measure clothes but she 
has a bachilleratoas a secretary. She learned dressmaking on her own (without childcare and,
given her husband's attitude, it is not feasible for her to work outside the home at this stage of 
her life). But she was not skilled enough to do very complex or sophisticated touches. She 
t.herefore had to limit herself to poorer customers, basic designs and low prices. She then took 
four courses frcm INSOTEC and refined and expanded her skills. She now is able to do higher
quality work for a better-off, more demanding clientele - and charge them higher prices. The 
rise in her income, she notes, was just in time. Until her training, she estimates that she 
contributed 70 percent of the household maintenance. Then her husband lost even his occasional 
work and now she maintains the household "virtually 100 percent." Moreover, her increased 
income and demand ("I never lack for clients") has increased her self-confidence. She also feels 
her husband respects her more and that she has more weight (voz y voto) in household decisions. 

In short, if ar immediate payoff is perceived, "machista" husbands seem to temper their opposition 
to their wives' paying for training "outside the house." More generally, however, the proportion of 
women in the Carvajal-model foundatiorn courses varies by the degree of machismo and male domination 
of the local economy in each of the cities. Thus, although women are only about one-fifth of trainees 
in the Manabi Province cities of Manta and Portoviejo, they are 37 percent of trainees in Q'ievedo and 
fully 43 percent in Esmeraldas - which has a large African population and more of a tradition of 
women's economic activity. 

The example of the contrasting proportions of female enrollments in the Manta CIPEP versus 
INSOTEC courses alerts us to the fact that local patriarchal attitudes can act as a constraint on women's 
involvement in training, to the extent that this is not seen as something of immediate economic payoff
for the household. In short, this constraint is nt irremediable. It merely needs to be taken into account 
in future mici'o-enterprise activities planned for coastal cities. 
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ADDITIONAL RELEVANT FINDINGS FROM THE SURVEY 

Time and space considerations will limit this section to five of the most interesting additional findings 
that emerged from the rapid appraisal. 

1. First, no pure cases emerged of micro-entrepreneurs who could be clearly characterized as single
activity producers, commerce or service specialists. Instead, micro-entrepreneurs resorted to a variety
of activities in order to balance the yearly ups and downs in their primary activity. These often crossed 
the much-cited "production versus commerce versus services" breakdown of micro-enterprises used by 
many foundations, donors and specialists working with the informal sector. For example, a FED shoe 
producer and repairer also sold, for example, school supplies and stationery out of one glass counter on 
the left side of his shop and women's and children's clothes out of another glass counter on the right.
The shoe business occupied the center counter and the back room. In this way, he explained, he 
increased his income and helped smooth out seasonal fluctuations. 

This finding further undermines the case for discriminating against commerce: many of those 
classified as "production micro-enterprises" also engage in commercial activities, and many of those 
categorized as "commerce micro-enterprises" do - or contract out - some production of at least their 
principal line on the side. The linkages and interdependencies encountered proved that the micro
enterprise world is more complex and variable than the categories that have arisen to classify and assist 
it. 

2. The rapid appraisal revealed interesting examples of both "thresholds" and "plateaus." A 
thresho1l involves reaching a loan size that permits a business to make a quantum leap in growth;
amounts below this may bring smaller improvements but nothing dramatic. It is very clear that this 
threshold varies by economic activity. A jeweler has a vastly higher threshold, given the price of gold,
than a clothes vendor at a public market. The following vignette illustrates the experience of such a 
vendor:
 

Yolanda is a woman in her 40s who has raised five children as their primary support. Her 
hosband rarely contributed to the household and finally abandoned the family. Now her oldest 
daughter, 19, takes care of the house and younger children while the second daughter, 17, 
works with Yolanda at her permanent stall on the street approaching Quito's Ipiales Market. 
She has been a FED client for six years ('I think I've had 20 loans!"), but until a year ago,
these gradually escalating loans were too small to make a dramatic difference in her business. 
Then she reached S/.200,000 (about $335 at that time). This was the minimum purchase at a 
factory which sold seconds ard remnants. For the first time, she was able to buy there - and 
at such a cheap price, comparatively speaking, that "I wa:,able to fill my whole stall." Sales 
spurted and she began making regular weekly trips to Colombia to buy and sell additional 
merchandise while her 17-year-old daughter took charge of the stall. Her next loan .ts for 
S/.400,000 for a shorter period, and her current loan is for S/.600,000 for the same period.
She buys in quantity more cheaply than ever before, adds to earnings with her Colombia 
buying/selling trips, and is able to support her own family and offer occasional work and meals 
to two unemployed nephews, 18 and 20. Her income has doubled, and in addition to 
reinvestment, she has been able to buy dishes, a stove, furniture, and a black and white TV -
all in the last year since her business finally reached that "threshold level" loan and took off. 
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Another FED client illustrates the plateau effect, which is posited to occur when acquisition ofadditional machinery raises productive capacity, at least for the short term, above what the micro
entrepreneur has been accustomed to selling. For example: 

Manuel is a manufacturer of men's shirts, one of a family of eight brothers and sisters from
Loja who entered the business in the wake of the oldest sister's learning how to make shirts at 
a factory job. She started her own business, brought in her siblings and then helped to spin
them off by ones and twos into independent manufacturers. But all eight still pool resources for group purchases of raw materials. Manuel's workshop looks like a single activity manufacturer:
nothing but men's shirts are in evidence. Thanks to FED and bank loans, Manuel has acquired
enough additional sewing machines to increase employment from 6 to 9, and boost hisproduction 50 percent - beyond his ability to market. (This, he hopes, is a temporary
problem.) He leaves a sister in charge two days a week while he sells his shirts from a 
permanent stall in the Ipiales Market. According to his asesor, he even sells shirts and ties to
newly arriving Congressmen from a strategic street location. He wants help with marketing in 
order to get over the hump. 

3. Micro-entrepreneurs almost invariably cited insufficient working capital as their biggest obstacle
to expansion. In line with this finding, it was not surprising to find that two of the biggest "successstories" of the INSOTEC/Santo Domingo women's program got their big push not from training, per se,but from earnings accumulated after they were made paid instructors. The following accounts illustrate 
this case:
 

Grima, a 29-year-old single mother of two, now has a booming business making elegant, hand
embroidered clothing for children. She used to have a tiny business with no employees. Then
she began taking clothing courses from INSOTEC and became one of five women chosen to be
trained as instructors. As an instructor, she has taught 8 courses, in Santo Domingo, Manta,
Esmeraldas and Quevedo, fcr S/.40,000 each. She saved this money and used, it to capitalize 
a greatly expanded business that has seared from that point on. Now, at a peak just before an
order is due, she has up to 10 people helping her, including four younger sisters at home whom
she largely supports. She has even hired two of her own students from INSOTEC courses. She 
now has distributors who sell her output in major cities, and business, she beams, is "fabulous."
Currently she is thinking of a bank loan of S/.7-8,000,000, exporting her line, and continuing
to grow. She has just moved the business into spacious and expensive rented quarters out ofthe house. Despite all her business reinvestment, she has also managed to furnish her house
with living room, dining room and bedroom furniture, and a color TV; buy clothing for the 
entire family; and even "just a very little bit" of jewelry for herself. 

Jessie, a second woman student-turned-instructor, also is using her earnings to launch a vastly
increased clothing business in partnership with a teacher friend. Between them, they have five
standard sewing machines and one domestic-model Overlock, and intend to produce children's
clothes. Already Jessie provides 70 percent of household income with her own current, modest
dressmaking business. She and her friend feel they have the equipment and sufficient market 
to create a fine business, something she never would have been able to do without the nest egg
she earned from her work as an INSOTEC instructor. 
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4. There are clear differences in the extent to which micro-entrepreneurs in different businesses and
cities have been able to transform small loans into giowth and profits. For example, women's clothing
producers and seamstresses seemed to do better than, say, those running small restaurants or home-based
mini-groceries. Growth clearly was more dynamic in Quito and fast-growing Santo Domingo than in 
Cuenca or Manta and Portoviejo. All in all, however, there were few instances of "market saturation"
that were encountered. A major impression of the rapid appraisal is that there is considerable potential
for growth in much of the micro-enterprise sector. 

5. It seems clear that people at different points along the "micro-enterprise pyramid" have different
kinds of needs and that the foundations visited have positioned themselves to provide specific services 
to micro-enterprises at different levels. In theory, foundations working with the different leve!s seem to
be offering a resource much needed by that stratum of micro-entrepreneurs, but not all are doing so in 
an optimal manner. Basically, there are different needs in four strata of the "micro-enterprise pyramid": 

(a) 	 At the bottom, there is great need for small infusions of working capital, along with the most 
rudimentary business skills in managing credit and calculating a break-even point and better
prices. This is the most populous stratum of the "pyramid." Many of those given low levels 
of assistance may 	stabilize employment, sales and income rather than experiencing sharply
increased growth But the loans here are small, short-term and compete with moneylenders'
rates, so self-sufficient programs can be built taking a "minimalist" approach. FED and FEE 
ak-e examples of foundations which have learned many of the key "lessons learned." on how to 
deal successfully with this level of the micro-enterprise world. It also is the level with the most 
female micro-entrepreneurs. 

(b) 	 A bit higher up the pyramid - through the "lower middle" micro-enterprises - practical
technical sk.lls training can result in income and, sometimes, business scale enhancement.
However, if the course is abstract and theretical, it may have no such effect. For example, 
a carpentry class of 20 boys and young men observed in INSOTEC's Santo Domingo office
revealed students sitting at desks and writing down lecture notes about classification of wood,
diseases of wood, and so forth. They noted that they were already half-way into the second 
course in the sequence and had not yet picked up a hammer. While they are supposed to get
down to the "hammer and nails" before the end of this second course, not one student 
mentioned that his income had beer, enhanced. This was in sharp contrast to the reports of 
women who took the extremely practical, "hands on" courses in the clothing sequence. It 
would appear that the best approach is to offer courses that are not only practical but also cover 
both male- and female-dominated sectors (ranas) in Ecuador's highly gender-stratified micro
enterprise sector. 

(c) 	 There does seem to be a need for more general business administration training for middle level 
micro-entreplreteurs who may need to better organize their operations in order to stabilize and 
then increase their businesses. But given the weak evidence that this training provides short
term returns in income in and of itself, such training seems better tied to a viable credit 
program. Credit will have a great impact on student demand. In both CIPEP/Manta and 
Portoviejo, enrollments dropped drastically after word got out that long-promised loaa funds 
once again would be further delayed. For the first time in their history, for example, in
August 1990, CIPEP/Portoviejo had to cancel du ongoing course due to atta'tion by the end of 
the first week. Enrollment had dropped from '4 to 2. While a few 	 middle level micro
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entrepreneurs will pay for training even without the "carrot" of a possible loan, the message 
that emerged during the study was clear: "The training was excellent and we now believe in 
an integrated package of training and credit. But we really enrolled for the possible money." 

The CIPEP/Manta micro-entrepreneurs interviewed in the survey also made clear their 
preference that the up-front cost of the training should be reduced. They suggested spreading 
it out more, and/or tacking some or all of the cost onto any ensuing loan. In this way, they 
felt, more micro-entrepreneurs would be able to afford the training. 

(d) 	 Finally, there does seem to be a niche for expensive one-on-one technical assistance aimed at 
the top of the micro-enterprise pyramid. These people can better afford to pay, but even here, 
program success would probably be much better if the foundation helped the newly assisted 
micro-entrepreneur get a loan. The size of the loan, however, means a longer repayment 
period, so these programs will have greater problems achieving self-sufficiency. 

IMPLICATIONS FOR FUTURE DONOR ASSISTANCE 

1. Resources are pouring in from international donors for Ecuador's micro-enterprise sector. The 
Inter-American Development Bank and the World Bank, in particular, have become major players. They 
are supporting evolving public and private sector micro-enterprise programs, which often involve creating 
or strengthening large numbers of weak foundations. Yet there re still sc many obstacles: relationships
with banks have not been smoothed out and foundations are busily "reinventing th,; wheel." They seem 
not to have a firm idea that many of the characteristics of successful micro-enterprise programs already 
have been codified in the burgeoning micro-enterprise literature. 

Under these circumstances, a critically important service would be to work with the foundatioais and 
with public sector agencies (such as CONAUPE) that are getting so much new funding. Designing 
programs to train all key actors in "what works and what does not work" in micro-enterprise credit and 
training programs could multiply the effectiveness of assistance to the whole sector. 

Such a program would also have the effect of enhancing women's access to benefits. This is because 
the most successful programs have adopteJ mechanisms that eliminate the up-front and other constraints 
Lhat otherwise limit women's participation. Dissemination of this information would help Ecuadorian 
foundations adopt more efficacious procedures that would also benefit women. 

In addition to success factors mentioned above that specifically also benefitted women, two other 
points should be :z,,ted here: 

(a) 	 The more successful foundations tend to do their own coilections, and in a no-nonsense, timely 
manner; and 
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(b) The more successful foundations also tend to use street-wise but compassionate asesores who 
are geographically assigned. They soon learn who in their area is a good risk and who is notand are more likely to ultiinately penetrate the hidden recesses of the home-based micro
entrepreneurs who work "behind closed doors." 

Research needs to be carried out to test the generalizability of these two "success factors" in Ecuador
and to identify additional factors that have an impact on women-owned businesses. Then, intensified
efforts to make these factors known could be aimed at the relevant institutional actors. 

2. Computerization of all levels of the system aimed at helping micro-enterprises, as well as trainingpeople to operate those computers and to analyze critical parameters, should be supported. Some
specialized software that tracks micro-enterprise credit piojects, such that designed by ACCION,as 

already exists and should be promoted. Data requested for the present study were received 
more or less on time and more or less in full only from INSOTEC; others, even the most computerized, lagged
considerably or had difficulty in producing the data. 

This suggestion also includes the strong recommendation that all computerized systems should be set up, and people trained, to automatically provide all pertinent data in a gender-disaggregated form. 

3. Once the foundations and public sector institutions have been made aware of the "lessons learned"(that is, the factors associated w'th successful programs), it is time to "Nwrk with the banks. Incentives
and smoother procedures must be worked out. This would help end th, ,:"!rent situation of cooperative
executives at the ;ational headquarters and capriciously supportive or hostile managers at localbranches.' Some banks have had very bad experiences with weak foundations that resulted in highdelinquency rates on micro-enterprise loans. This history must be dealt with in future work with banks. 

4. Both the foundations and the banks would benefit by charging positive real rates of interest.Promoting this goal should increase incentives, earnings, and the proportion of women served. As noted,
subsidized credit undercuts the participation of women and the poor and jeopardizes the survival of the 
credit-granting entity. 

5. Considerable work needs to be done on sorting out what mix of credit and specific types oftraining works best at different levels of the "micro-enterprise pyramid." Donors should support
additional research, followed by pilot programs to field tes th-e etusive combination best suited for thevarious strata of the pyramid. One consideration in this field work would be to see that women's
participation is equally facilitated at every level, and in every section of the country. 

'he idiosyncratic support enmity of individualor local bank executives was mentioned by
directors of several foundations. For example, assistant manager
one woman in Manta stronglybelieves in her bank giving credit to microentrepreneurs ani,' faithfully calls all 27 of her bank's loanrecipients just before each payment is due. Unfortunately, that bank no longer provides new loans for
CIPEP clients. Negative examples also were detailed (and are recounted in the Hagen and Tiffanyreport, for example) ec bank managers who were indifferent or hostile to micro-enterprise credit, and
who acted in ways designed to torpedo their bank's participation. One scenario involved the
replacement of the manager who had initiated the program with another who had a different agenda. 
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The inunediate utility of training must be greater as its price, and local cultural constraints against
women's economic autonomy, increase. In other words, it will take a bigger, sweeter "cacrot" of low
cost training and perceived short-term economic benefits to get a high proportion of female trainee- in 
a coastal city in Manabi. 

It also means that various strategies for spreading out or deferring up-front costs should be developed 
so as to expand the segments of the "micro-enterprise pyramid" suitable for more training-oriented 
programs. 

6. There is evidence that the best programs address all three goals of enhanced employment, income
and productivity. Stressing all three goals should result in a more balanced and cost-effective pro-am
that will reach 

interrelationships "production, commercial 

more lower straium micro-entrepreneurs as well as more women. There are two sub
recommendations that follow from this: 

(a) Donor-financed programs should not exclude commercial activities. The complex 
among and service" micro-enterprise activity

categories make these categories rather arbitrary and artificial, at any rate. Not excluding 
commerce will also mean that women, who are so important in this sphere, will not have their 
participation undercut. 

(b) Similarly, formal micro-enterprise programs should not forget about solidarity groups. The 
utility of a well-run solidarity group component lies in i's ability to reach women, the poorest,
and the commercial segments of the micro-enterprise world inexpensively and effectively. 

7. Self-sufficiency in foundations should be encouraged. The means needed to achieve this goal are
similar to the "lessons learned" about successful micro-enterprise programs discussed in Part III above.
These include positive real rates of interest, a short payment interval (weekly or, at most, monthly), and 
a fast turnover of the portfolio. Women who previously used money lenders will not find such interest 
rates high. Nor will most of them be inconvenienced by a short payment interval, even if this means 
more trips to the foundation's offices: the frequent payments are more in accord with most women's 
production/business cycles. 

8. There should be a continued focus on both Quito and Guayaquil and the secondary cities. Quito
and Guayaquil's economic mix includes a higher proportion of formal sector activities whereas that of
the secondary cities contains a higher proportion of informal activities. According to the national
household survey, the urban informal sector averages 35.5 percent of the economically active population
in the three main cities - Quito, Guayaquil and Cuenca. In contrast, the urban informal sector in
intermediate cities averages 44.3 percent and that in the smaller cities 42.7 percent of the somewhat 
narrowly defined "economically active population." 41 One must be mindful that programs in secondary
cities are under much greater public scrutiny in case something goes wrong: the smaller city means that 
word of success or failure will diffuse more quickly and thoroughly than in the large cities. 

"'Rend Calderon, op. cit, p. 36. As noted, however, these INEM estimates tend to be too low 
because they overlook many women active in the informal sector, given their definitions and 
procedures.
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9. Health programs arc a new and potentially exciting development in micro-enterprise assistance,
especially when these are "pay as you go" arrangements that operate like a Health Management
Organization (HMO) with fixed payments for access to services. Their special utility for women micro
entrepreneurs already has been discussed. More work needs to be done on the location and level of 
payment and services that make for the most cost-effective mix that still achieves the objective of 
providing a health "safety net" for the unseried micro-entrepreneur population. 

10. Finally, local regulations weigh harder and more directly on many micro-enterprises, especially
those unregistered enterprises operating in food preparation/sale or in commerce outside of stores. As it
happens, women are disproportionately involved in the businesses that seem to be most affected by local
regulation.. There are appropriate "second degree" organizations that represent these municipios42 , so 
this could provide an entree for a possible new form of assistance to the micro-enterprise sector: Donor
assisted programs should include activities to influence local municipal regulations and practices. 

"lnterview with Lucia Carrion, a specialist in local government and the second-degree
organizations representing them. 
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ANNEX B 

METHODOLOGY
 

This paper is based on a combination of data from two distinctively different methodologies. First,
tables disaggregated by gender were commissioned from three national random sample surveys of micro
entrepreneurs. All three included both a larger sample of micro-entrepreneurs assisted by a particular
group of foundations and a smaller "control group" of micro-entrepreneurs who were not involved in 
these foundations' activities.' The three surveys are: 

I. The survey carried out July-September 1990 as part of the USAID/Ecuador-sponsored 
assessment of the Ecuadoridi ikiformal sector. It included 430 micro-entrepreneurs assisted by
foundations (151 women, 35.1 percent, and 279 men, 64.9 percent). It also included a group
of 152 micro-entrep, netr,, nominated by members of the sample, who were not beneficiaries 
of the foundations (51 women, 33.6 percent, and 101 men, 66.4 percent). This study will be 
referred .jas the Microerterprise Survey; 

2. The survey carried oui around March 1990 for USAID concerning the impact of the Ministry
cf Labor's UNE?ROM training and credit program involving nine private foundations. The 
st.dy was formulated by Arelis Gomez and carried out by CEDATOS. It involved a
bene iciiry group of 673 (358 women, 53.2 percent, and 315 men, 46.8 percent), as well as 
a nonbeneficiary group of 134 (sex infc:mation was available for 121, 55 women, 45.5 
percent, and 66 men, 54.5 percent). It will be referred to as the UNEPROM Survey. 

The survey carried out around February 1990 for USAID concerning the six foundatior, 
supported by USAID's Small Enterprise Development Project. (Four oi the si:: foundations,
it shouid be noted, are assisted directly by CARE and emphasize Cirvajai-model training of 
micro-entrepreneurs; two are assisted via a sub-contract with ACCION and emphasize crtdit 
for micre-entrepreneurs.) The study was prepared by Margaret Hiagen and Tamara Tiffany and
carried out by VALINMER. It involved a beneficiary group of 447 (168 women, 37.6 percent,,
and 279 men, 62.4 percent), and a tiny group of 15 nonbenficiaries (7 women, 46.7 percent 
and 8 men, 53.3 percent). It will be referred to as the CARE Survey. 

The secoud methodology is commonly known as "Rapid Rural Appraisal" (RRA), even though it is
equal*y applicable in an urban milieu. Named at a conference at the University of Sussex, U.K., in 1978, 

'As noted in the body of the chapter, clients of foundations aiding microentrepreneurs (MEs) nay

represent an atypical subpopulation of the "ME universe." Most ir'iportantly, MF foundation clients
 
are (1) self-selected, and (2) "those who are trying to grow." Thus, 
 even random samples of ME
clients of foundations are not representative of MEs in general. It is impossible to get a random 
sample of MEs who are n clients of such foundations, since the "ME universe" has never beenx 
censused. 

o i , *,, ' 
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it 	 has evolved to encompass a sizeable bibliography." Its basic cross-validation technique is
"triangulation," in which a limited number of variables are explored by multiple methods. These range
from secondary analysis of existing statistics to key informant interviews to participant observation to"mini-surveys," generally involving purposive samples. 

In the present rapid appraisal, fieldwork was undertaken in foundations chosen because they deal with
different levels of the micro-entrepreneurial "pyramid" in urban Ecuador, and offer different mixes ofcredit and training. The fieldwork began with two foundations primarily focused on providing credit
(with just a little training) to mainly poorer, smaller-scale micro-entrepreneurs. It then concluded with 
two foundations emphasizing training to somewhat better-off micro-entrepreneurs. 

• 	First, in Quito, the Fundaci6n Ecuatoriana de Desarrollo (FED) was chosen to represent a credit 
program aimed at the poorer micro-entrepreneurs. FED is one of the six foundations in the
CARE/USAID Small Enterprise Development "roject - specifically, one of the two focusing
primarily on credit and assisted by ACCION. It offers small amounts of training, which is not
paid for up-front by the micro-entrepreneur, but rather, added to the market rate of interest 
charged and amortized over the life of the loan. Of 2360 FED beneficiaries, 60 percent are 
women and 40 percent men. 

* 	Second, in Cuencz, tde Fundaci6n Autral (FADEMI) was visited. Like FED, it also uses a
relatively "minimalist" credit approach aimed at poorer and middle level micro-entrepreneurs, and
does not charge up-front for its fairly basic training. Unlike FED, however, it has no connection
with ACCION. Recipients of the first 1200 credits include 64 percent men and 36 percent 
women. 

* Third, in Santo Domingo, two programs of INSOTEC were studied. One was their excellent pilot
project for women and the other was their regular program. lNSO7EC mainly provides "income 
enhancing" technical training in production skills for "lower middle"-level micro-entrepreneurs
in the clothing, food, metalworking and wood products sectors. T"hese courses are provided at
fairly modest cost. Training is increasingly focusing on clothing, in which women predominate.
Hence, female student.; have risen from 29 percent of 725 trained in 1987 through 1989 to 88 
percent of thL. 140 trainees in the first half of 1990.45 

* 	Fourth, the Manta and Portoviejo programs of CIPEP were visited. CIPEP is one of the six
foundations aided by the CARE/USAID Small Enterprise Development Project. However, it is 
not one of the two using the ACCION approach. Rather, CIPEP was chosen to represent the
second major emphasis of #,he CARE/USAID project, one emphasizing training over credit. 
Specifically, CIPEP is one of the four foundations (all in coastal cities) using the Fundaci6n 

'Summarized in 	Rae Lesser Blumberg, "Work, Wealth and a Women in Development 'Natural 
Experiment' in Guatemala: The ALCOSA Agribusiness Project in 1980 and 1985." In Women in
Development.. A.LD. 's Experience 1973-1985, Vol. II. Ten Field Studies, edited by Paula Goddard. 

'Adding in INSOTEC's programs in other coastai cities, women were 47 percent of 915 1987-89
trainees and 66 percent of 170 1990 trainees, i.e., women initially were a lower proportion of trainees
in Santo Domingo ttan in INSOTEC's other coastal cities and now are a higher proportion. 
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Carvajal model. This model involves fairly extensive training in business administration skills,
after which a good proportion of the micro-entrepreneurs trained are supposed to be given credit. 
The training is costlier than INSOTEC's production skills approach, and reaches mainly middle 
level micro-entrepreneurs. But to date, only a tiny proportion of Carvajal-approach trainees -
under 4 percent - actually have received credit. For CIPEP, as discussed below, the failure to
provide more credit has greatly damaged its credibility. In Manta, women comprise 21 percent
of 1967 trained; in Portoviejo, women are 22 percent of 2299 trained. In general, women have 
accounted for a little over a fifth of the minuscule number of CIPEP credit recipients, that is, 
more or less in proportion to their representation among the trainees. 

In all instances, foundation officials and different staff members were interviewed. Group meetings 
were held with the corps of asesores in FED-Quito (10 men) and CIPEP-Portoviejo (3 men, 1 woman).
A participant observation also was undertaken in FED-Quito: it showed high demand for credit, with 
102 people waiting on the premises for loan information and applications one week-day afternoon (68 
women, 67 percent, and 34 men, 33 percent). 

Beneficiaries were interviewed individually and/or in group meetings, using a topic list as a semi
structured guide (see Annex C). In all locations except Cuenca, samples of beneficiaries interviewed 
were purposive. In Cuenca, however, an attempt was made to locate and reinterview the 14 FADEMI 
clients who had been included in the Microenterprise Survey, in order to cross-validate those cases. Nine 
were successfully revisited, one of whom failed to remember being interviewed two weeks earlier by .he
Microenterprise Survey.' All in all, the breakdown of beneficiaries interviewed 7, by gender and 
location, is as follows: 

RRA Interviewees by Gender and Location
 

Foundation/city FemaLe Mate Totat
 

FED/Quito 9 7 16
 
FADEMI/Cuenca 12 8 20
 
INSOTEC/Sto. Domingo 5 0 
 5
 
CIPEP/Manta 5 5 10
 

Total 31 20 51
 

'Of the five missing cases, four were located but their businesses were closed (in two cases,
second visits also proved fruitless). The fifth was in a rural area at the farthest reaches of FADEMI's 
coverage and staff members declined to make the trip, given our tight schedule. 

"'Ihe totals include microenterpreneurs interviewed in group meetings in foundation offices as well 
as those interviewed in their business sites, since individual data also were gathered on group meeting 
attendees. 



89
 

ANNEX C
 

TOPIC LIST FOR INFORMAL SECTOR ASSESSMENT
 

I. BACKGROUND DATA ON MICRO-ENTREPRENEURS (MEs) 

(business=? production, comnerce, services; rama; years of experience; alone or w/ spouse; had 
loan? if yes, how many? has loan helped?) 

I. 	 BUSINE S IMPACT OF THE ASSISTANCE 

A. 	 Credit (vs. Training) 

1. 	 C . Use of credit (working capital, fixed assets=explore buying of machines, tools,
etc.). [Ask about increases in production, employment, income in order suggested by the 
interview.] 

a. 	 Production. Get idea of how much/ME fixed assets were increased and whether this 
increased D:oduction. productivity. 

b. 	 Employment. Get iritial employment by sex, age, family member vs. other, full vs. 
part-time, including seasonal vs. essentially year-round. Get current employment by 
same parameters. Chw.k for home workers or outside sales agents and get data on 
sex, full/part-time, piecework, commission, etc. payment. AscetZain extent to which 
existing employment was (i) stabilized, vs. (ii) increased, and which categories were 
stabilized and/or increased. 

c. 	 Sales and Income. First try to estimate if Lal increas-d and by how much/day,
week, month, etc. Check for seasonality of sales. Then ask about relative increase 
in income. Distinguish income used for the business (propcnsity to reinvest, etc.) vs. 
income taken home. Was more taken home after credit? How much more, 
proportionately? 

2. 	 Trainina. Establish how much training received, how 	well regarded, are they using it, 
especially accounting? perceived relative importance vs. credit if they had to choose;
otherwise, preference for integrated package. How much more they think they would 
like. 	Willingness to pay. 

WI 11 1." " 
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I. HOUSEHOLD IMPACT OF CREDIT 

A. 	 Expenditures 

1. 	 More now on higher quantity, quality (proteirs, fruits, vegetables) of food? How much 
more proportionately? 

2. 	 School expenditures for children: get info on how many, ages of children, how many
going to school, how many working in business for what proportion of time. Estimate 
that spend more on books, uniforms, etc.? Estimate that any of their children able to 
stay in school longer? (sex of child) 

3. 	 Health expenditures: more now? family members healthier? additional services used? (for
women: if good rapport, discuss family planning: need, type preferred, problems with 
husband, costs vs. benefits of children). [FED=health plan member? Used services? 
Which, how often, for whom? Satisfied?] 

4. 	 Other expenditures for children: clothes, etc. 

5. 	 Household goods/consumer durables. Go through list of (a) household basics: pots & 
pans, dishes, tables, chairs, beds, bedding, etc. (b) communications: TV, stereo, tape,
etc.; (c) household appliances, (d) other "bigger ticket" expenditures, up to cars. 

6. 	 Personal expenditures. Clothes, recreation, etc. 

7. 	 Overall assessment if living better, and if so how food, material goods, time saved, etc.-

8. Head of household=? If spouse, rel. contribution of ME, spouse=X% vs. Y%. 

IV. 	CONSTRAINTS 

A. 	 Business 

9. 	 All in all, how is it going? 

10. 	 Biggest problem. Discuss. 

11. 	 Helped by NGO? Discuss extent. 

B. 	 Time 

1. 	 How long work? How many hours reproductive activities? Difficult to attend classes,
make. payments, etc. because of time constraints? 



91
 

2. 	 If had more income, would they use it to reduce working hours? What would they use 
extra time for? 

C. 	 Prior Experience with Credit 

1. 	 Use/used prestamistas (chulqueros)? 

2. 	 Problems w/" 

3. 	 Attempted to use formal sector? 

4. 	 Problems w/formal sector 

5. 	 Special "up front" (transaction costs) problems = repeated visits, delays, condescension,
difficulty with forms, difficulty with guarantors, problem of spousal co-signature, other. 

D. 	 Employment Constraints (to extent not dealt with in A.) e.g., difficult to get skilled 
employees? problems using own children as workers, including problems w/ school attendance. 

E. 	 Women: Additional Constraints 

I. 	 Explore any leads that emerged in previv'e._ topics. 

2. 	 Special legal difficulties (persona juridica problems, etc.) 

3. 	 Health problems: is she responsible for taking care of ill family members, and if so, does 
family members' illness affect her ability to run her business. 
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CHAPTER THREE 

LOCAL MARKET CONSTRAINTS AND
 
OPPORTUNITIES FOR MICRO- AND SMALL-SCALE
 

ENTERPRISES IN ECUADOR
 

by 

Robert G. Blayney 
National Cooperative Business Association 

INTRODUCTION 

With between 250,000 and 350,000 firms, the micro- and small-scale enterprise (MSE) sector
in Ecuador provides employment to between 700,000 and 1,000,000 workers - nearly half of
economically active urban population (EAUP). This sector also absorbs most of the new entrants to the 
urban labor force in low-productivity jobs. 

Given the relatively large number of firms, apparently concentrated in relatively few economic 
sectors, a key question for any MSE support program is whether or not there is, or is likely to be, market 
saturation in areas supported by the program. In other words, efforts to promote growth and expansion
in the MSE sector must take into consideration whether existing domestic markets can support the 
successful entrance of additional firms or the profitable expansion of existing ones. Where market
saturation is present, expanding existing firms or establishing new ones will inevitably result in the
displacement of others. Sustainable employment generation can only occur whcn there is sufficient 
market demand to absorb additional products and services. 

This chapter examines domestic market opportunities and constraints for MSEs in Ecuador.
These opportunities and constraints are determined by a complex set of factors, including key Government 
of Ecuador (GOE) policy issues, socioeconomic factors, the characteristics of the entrepreneurs
themselves, adequacy of market infrastructure, and the availability of market support systems. 

The most direct way to determine market opportunities and constraints is through in-depth
subsector analyses and market studies. This was not possible within the conceptual framework of the 
current study  which was intended to provide a broad overview of the sector rather than an exhaustive,
in-depth analysis of individual subsectors - and the resource and time limitations that focus implied.
Instead, this study focuses on a series of broader indicators of market capacity, including: 

* The entrepreneurs' perceptions of market saturation; 

* Indicators of sales growth; 

TIN,, r 
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" Indicators of profitability, return on investment and return to labor; 

* Levels of competition; and 

* Business optimism, including the entrepreneur's future plans for the business. 

A final way to measure domestic market viability is to develop an indicator of value added to 
determine whether or not the goods and services supplied by MSEs traizslate into positive value added 
for the sector. Negative findings (either overall or for specific subsectors), would suggest that all or 
some of the participants do not have sufficient demand for their goods or services and, further, that they 
are realizing zero or negative real incomes for their efforts. Positive findings would indicate sufficient
market capacity to sustain business expansion. Understanding the characteristics - type, size, location, 
factor inputs, profitability, and the management capacity of the proprietors - of those MSEs with 
potential for growth will assist the targeting of resources aimed to support the sector. 

The concept of marketing utilized in this paper includes all the steps a given entreprencur must 
undertake to operate a business, from acquiring inputs to moving a product to the domestic consumer. 
The coordination of these steps is achieved largely through market forces, though government intervention 
can and does have significant impact on the process. Viewing these marketing activities in relation to 
each other facilitates the identification of constraints and possible opportunities for improving overall 
system performance. There is an interdependence among the sequential steps in the production to 
distribution prccess, and dynamic interactions will occur in response to changes in government policy.
socioeconomic conditions, and the business environment (external factors). Market potential also depends 
on the capacity of the operator, including his or her productive capacity, access to information, capital, 
management capability, and market savvy. 

Information and data utilized in this chapter are derived from four principal sources: a field 
survey of approximately 600 micro- and small-scale entrepreneurs, discussions with the field survey
interviewers, secondary source information, and follow-up meetings in Quito, Ambato, and Guayaquil
with members of small industry and artisan associations, NGO support institutions and specific micro
and small-scale businesses. The on-site visits were useful for discussing marketing issues with the 
proprietors and for better understanding the management style and market savvy of the entrepreneur -
factors which contribute significantly to success or failure in the market place. 

GOE POLICIES AND THEIR IMPACT
 
ON DOMESTIC MARKETS
 

Government policies have two significant impacts on the marketing potential of Ecuadorean small
scale producers: they tend to raise the price of MSE-produced goods and they afford protection against
the competition of less costly foreign-produced goods. 

The industrial policy framework has been characterized by a high level of import protection and 
by policies that subsidize the cost of capital and raise the cost of labor. The tariff code and the industrial 
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promotion law (which grant tariff exemptions for industrial inputs and capital goods, and give income 
tax deductions for investment purposes) have resulted in higher effective protection for consumer goods(higher costs on the local market) and lower protection for intermediate and capital goods. These
discriminate against small-scale producers in that large-scale firms are granted tariff exemptions on theinputs they purchase, while MSEs typically purchase raw materials and intermediate inputs from large
domestic industries (monopolistic in some instances) or from retail outlets, where an intermediate good
(such as an electric motor) would be classified as a consumer good and therefore be subject to highertariff rates. 1 Large firms also receive tax exonerations for investment purposes, a benefit that MSEs do 
not qualify for. Both of these factors tend to increase the cost of MSE-produced goods. 

Nearly 85 percent of the MSEs surveyed by the research team used only domestically-produced
raw materials for their products, while the remaining 15 percent imported some of their raw materials.2 
As might be expected, the largest MSEs were the most likely to use imported raw materials. Therespondents were generally unaware of the tariff rates applied to imported goods that they had purchased
from local retailers. 

The government is presently in the process of reforming its industrial incentive system. Animproved policy framework would liberalize trade and reduce factor market distortions. Under such a
framework, the relative price of capital and the real exchange rate would be higher than they are today.The combination of devaluation and reduced protection will increase the prices of imported inputs andreduce the anti-MSE policy bias that currently exists. A potential outcome is that large as well as small
domestic companies will increasingly look to domestic sources for intermediate goods as the real costsof imports increase. At the same time, high tariffs on consumer products benefit MSEs in the prodaction
sector by restricting the entry of less-expensive competing goods from countries like Columbia, Venezuelaand Peru. Ecuador's entry into the Andean common market could result in large-scale importation of
low-cost consumer items that would displace goods produced by Ecuadorean MSEs. 

In addition to the above changes, the Government of Ecuador has been taking other steps tosupport microenterprise. 'unNovember 1988, the GOE created a "Frente Social" comprised of four social 
sector ministries. Six priority programs were announced of which only one, literacy, was implemented. 3 
The next important statement about sectoral policy appeared in the 1989-1992 Development Plan, issuedin May 1989. In this plan the original "Frente Social" initiatives evolved into the following priority
action areas: a) productive employment, b) emergency employment, c) microenterprises, d) recovery of
real salaries, e) nutrition and health care services for children under five and pregnant t)women,
sanitation and water for the rural and urban poor, g) strengthening of social security, h) improvement of
 
coverage and quality of basic education, and i) low-income housing. Because of other priorities in an
environment of fiscal austerity, only limited funding was approved for these programs in 1989. 

'Just under 88 percent of the respondents to the survey purchase goods from retail outlets. 

'The respondents did not distinguish between locally purchased inputs that were manufactured locally,and those that were, in fact, imported. The use of imported materials is probably understated in the 
responses. 

"The other five  employment, informal sector, nutrition, rural development, and sanitation -- are 
still in varying stages of design. 
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KEY SOCIOECONOMIC FACTORS AND MSE DOMESTIC MARKETS 

The demand for goods and services produced by MSEs is derived from tour sources. Foremost 
among these is the domestic demand for consumer goods and services stemming from the incomes of
rural and urban households. A second source of demand arises from the backward and forward
production linkages between small enterprises and other nongovernment producing units of the domestic 
economy. The government and foreign sectors provide the other two sources of demand for MSE goods 
and services." 

The import substitution model of development followed by Ecuador from the 1960s through the 
mid-1980s led to rapid urban growth and rapidly expanding demand for wage goods, especially food.
Agriculture generally became more commercial for all sizes of farms, both because of rapidly expanding
domestic demand and because of increased export demand for (:gricultural products. A large share of
the country's small farms shifted from subsistence to commercial production, with even the smallest 
marketing over 60 percent of their production.' Demand for unskilled labor increased rapidly in urban 
area, especially in the construction and service sectors. This resulted in greatly increased rural to urban 
migration, and rising rural wages. 

Population growth in Ecuador is averaging 2.6 percent annually, with urban areas growing much 
more rapidly during the last three decades, due mainly to rural-urban migration. In 1982, the date of the 
most recent census, the agricultural sector was the largest employer with 1.2 million workers, but its
share had declined from over 59.0 percent in 1970 to 44.7 percent of the total. Manufacturing employed
16.7 percent in 1982 with the service and government sector at 38.6 percent, up from 26.0 percent in 
1962. 

By 1988 the urban informal sector made up an estimated 41.4 percent of the economically active 
urban population of the country. This sector is comprised of self-employed individuals, owners of
businesses with employees, salaried employees, and unpaid workers. Seventy percent of the informal 
sector is in commerce and services, with the remainder in the manufacturing sector. 

Following a period of economic expansion in the 1970s, due primarily to oil exports, Ecuador's 
economy stagnated in the 1980's. Inflation has been rampant, reaching as high as 86 percent per year
in recent years. Tt.e Sucre was devalued from 20 per U.S. dollar in the early 1970s to its present level 
of 850 to 900 per U.S. dollar. Poverty is widespread and income distribution highly skewed. While a
few benefits of the oil boom trickled down to the poor  mostly in the form of increased access to social
services - poverty and income distribution problems present in 1980 persist today. The reduction of real 
iUcomes during the eighties appears to have hit the poor and lower-middle incomes groups the hardest.

The lowest 48 percent income group was worse off in 1985 than in 1978 and the lowest 20 percent
income share had retrogressed to levels of the early seventies. Average per-capita income in 1989 was 

"Foreign demand for MSE-produced goods and services is discussed in Chapter Four. 

5Information provided by the Ministry of Agriculture. 
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about the same as in 1978. The labor share of gross domestic product (GDP), according to nationalaccounts, decreased between 1983 and 1988, and the minimum wage, measured in real terms, by mid
1989, was about three-fourths of its level in 1983.6 

Empirical studies reveal a strong positive relationship between changes in household income andchanges in demand for small-scale enterprise goods and services. Simply stated, as wages increase,demand remains high for MSE goods and services.' As the buying power of wages fall, as they havein Ecuador, demand for MSE goods shifts, with the demand for food remaining high (low-income
families utilize ever higher proportions of monetary incomes for food). However, the type of fooddemanded changes among the low-income households, with an stable consumption of basic foods and adeclined in prccessed or manufactured food products. Purchases of manufactured goods drop. Thecomposition of services demanded also changes, with repair and maintenance demand increasing and 
personal services declining. 

The continued economic stagnation of the Ecuadorean economy places constraints on the potential
market for MSE-produced goods and services. 

ENTERPRISE TRANSACTIONS AND
 
MARKET LINKAGES
 

In Ecaador, as in most other countries, a strong source of demand for MSE goods and servicesstems from their linkages to other sectors of the economy as well as linkages through transactions withina given subsector. Strong intersectoral linkages are demonstrated in the forward linkages from agricultureto MSE manufacturing and service activities, reflected in food processing, transport, machinerymaintenance and marketing services. Backward linkages from large-scale enterprise and government toMSEs (subcontracting arrangements) are nearly nonexistent in Ecuador. Large-scale enterprise is, to a
high degree, vertically integrated and strongly dependent on low-cost imports. 

Among the strongest backward linkages in Ecuador are the transactions within given subsectorsof MSE activity. Examples of this include: piece work arrangements among MSE zlothing operations(one MSE enterprise just bleaches denim material for all clothing MSEs in Ambato); metal workersproducing specific parts in the manufacture of agricultural equipment (Guayaquil); leather goodsmanufacturers receiving hides from many sources, who rely on one tanner and a few establishments todye all the prepared hides for the numerous leather goods clothiers in and around Ambato. 

These inter- and intra-sectoral transaction linkages foroccur a variety of reasons, includingeconomies of scale realized among larger producers, improved quality enabled through specialization, andfinancial incentives. While the labor law in Ecuador is generally seen as providing an incentive for 

'World Bank, 1990. 

7Liedholm, Mead, 1987. 
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private enterprise to subcontract work and minimize its in-house labor requirements (by avoiding the 
added social costs for labor in establishments with over 15 employees), the fact is that intra-sectoral 
cooperation is often more efficient, saves money, and is positive for all parties involved. 

KEY MARKET CHARACTERISTICS 

Input Markets 

The availability and cost of factor inputs affect the viability of any private enterprise. The MSEs 
surveyed by this research team are no exception. Necessary inputs include raw materials and intermediate 
goods, capital, labor, transport, and other marketing factors and their associated costs such as storage, 
packaging, and sales promotion. 

Respondents to the survey did not perceive major problems in obtaining the materials needed for 
their business, as 456 of the 582 respondents said it was easy to obtain needed inputs. Responses were 
consistent throughout the sample: male and female responses were similar, as were responses by
beneficiaries and nonbeneficiaries. Likewise, responses across subsectors were similar, with artisans and 
repairs hops reporting slightly more difficuity in obtaining inputs than other subsectors. 

The significance of the problem appears to increase for entrepreneurs in the production and 
commerce subsectors, with almost 50 percent stating that obtaining factor inputs is at least somewhat of 
a problem. Follow-up questions revealed that the critical issues are input costs, import restrictions, and 
transport costs (which affect both input and sales transaction costs), rather than obtaining inputs per se. 

Respondents also did not perceive major problems with the quality of inputs, and 523 percent of 
the respondents (93.7 percent of those responded) said the quality of inputs was good. Less than .5 
percent of the respondents said that inputs were of poor quality. 

Micro- and small-scale entrepreneurs purchase almost all of their inputs - only 9 percent said 
they produced any of the raw materials used in their businesses. Most of these inputs are purchased from 
domestic sources! Only 91 respondents (16.3 percent of those who responded) actually purchased 
imported raw materials. Female respondents were more likely than male respondents to purchase goods
domestically (86 versus 80.6 percent) or from contraband importers (3 compared to 1.3 percent). 
Reliance on contraband is probably greater in the commerce sector - such as small stores and street 
vendors - which tend to have more female participants. There was no difference in source of raw 
materials between beneficiaries and nonbeneficiaries. 

'It is not possible to tell the actual source (domestic or imported) of raw materials from the responses 
to the survey. The respondents tended to answer where they had bought the materials rather than where 
they were produced. 
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There were, however, strong subsector differences. Firms in textiles, basic products,
wetalworking, artisanry, repairs and large stores depend most on imports. Food products, woodworking
and leather products manufacturers depend almost exclusively on locally produced raw materials. 

Only 5.4 percent of the respondents indicated an inability to import the raw materials they needed. Thiscontradicts a conclusion reached in Chapter Four that poor quality raw materials hamper export market
opportunities for small-scale producers, but it may merely reflect an unawareness on the part of the 
producer on quality limitations. 

The real difficulty, as presented by artisan association and
small industry chamber members, lies in obtaining intermediate goods when they are needed, at
affordable costs. MSEs purchase most of their intermediate goods from larger-scale industry(monopolistic in some cases, ,, ith high prices, due mainly to the GOE trade law). Examples of
manufactured intermediate goods available from only a few sources at high cost are glass jars used in the
food processing industry, and good grades of kiln-dried, finished lumber used by cabinetmakers and
furriture manufacturers. Many of the large companies that supply these intermediate inputs are vertically
integrated and will sell their goods to outside firms only if and when the parent company's input needs 
are satisfied. Small food processing and woodworking cempanies also experience considerable difficulty
in obtaining their raw material inputs for similar reasons. 

The impact of import restrictions on the availability of inputs ws not adequately understood by
almost half of the MSE entrepreneurs interviewed. Nevertheless, just over one third of the respondents,
concenirated in the production subsector the largerand MSEs, pointed .o import restrictions as a
significant problem. The small industry chamber members were openly -.a;tated by the current trade laws
(favoring large-scale, import substitution industry), agreeing among themselves that the trade and tariff
laws added 30 percent or more to their costs of intermediate goods produced locally, and more than
doubled their costs on imported replacement parts and goods listed by the GOE as consumer goods. 

Internal Organization ror Marketing 

Very few of the respondents develop marketing plans. More than three-fourths (76.3 percent)
made use of such plans. Another 20.6 percent said they had informal plans. Only 3.1 percent claimed 
to have formal marketing plans. 

Most of the respondents (72.4 percent) price their product on the basis of how much it cost them 
to produce it. Sixteen percent said they based pricing decision's on the competition, while another 2.6 
percent said that everybody sells at the same prices. St:bstantial numbers of food products and small 
stores indicated that prices were fixed by the government. 

Most of the respondents either do not promote their products (36.1 percent) or rely on word-of
mouth promotion (35.7 percent). Only 96 respondents, 16.7 percent of the sample used any form of
formal promotion. Most of these relied exclusively on signs or placards, although 35 did claim to 
advertise in newspapers or on the radio. 

Marketing is not a highly structured activity in the business. The vast majority of the respondents
(427 of 562 who responded to the question) performed marketing tasks themselves, while another 97 said 
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that various employees in the firm did marketing from time to time. Only 23 said their spouse did the 
marketing, and 11 said that a specific employee had responsibility for marketing. Female respondeats 
were more likely than male respondents to handle the marketing functions themselves, but were no more 
or less likely to have their spouse or a specific employee engaged in marketing. 

Clients 

Micro- and small-scale enterprises sell primarily to final consumers. More than 82 percent (476
of the 579 who responded to the question) gave the general public as their first response. This is true 
for 70.0 percent of MSEs in the production subsector, 89.5 percent in commerce, and 92.6 percent in 
services. In Ecuador, the smallest-scale entreprer..urs do not use intermediaries to sell their product or 
service but handle all marketing and sales internally. In many instances, one or more family members 
will sell production items or goods in other than "home base" !ocations. Most of the micro-scale 
manufacturers (such as those in woodworking, or metal worker producing iron gates, doors and 
windows) sell directly to a customer because custormier down payments finance the cost of their inputs. 

A substantial number do sell to retailers or wholesalers, however, indicating tihat there are some 
vertical linkages tying micro- and small-scale enterprises into established marketing chains. 

MAJOR CLIENTS
 

First Second Third Total
 
Client Response Response Response Responses
 

Public 476 15
50 541
 

Retailers 60 80 7 
 147
 

Wholesalers 19 12 
 13 44
 

On Contract 12 4
7 23
 

Institutions 10 2
2 14
 

Government 0 0 1 1 

Other 2 20 
 2 24
 

Totals 579 172 45 796
 

Very few produce on subcontract for other firms, however, indicating that this form of 
decentralized production is not widely practiced or available. Sixty-five percent of those who responded 
to the question said they were unaware of firms that subcontracted production. 

The overwhelming majority say there is no opportunity to subcontract to larger firms. Where 
there is some potential is seen in production enterprises (28.4 percent say 'es, they could sell to other 
firms, as opposed to 12.7 for commerce - and nly 15.3 for service-sector firms). Subcontracting 
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arraigements were most prevalent in the woodworking, basic products and artisanry subsectors. Lack
of sufficient production, poor product quality, and t o much competition were the three major reasons
respondents who were aware of subcontracting arrangements believed they were unable to obtain 
contracts. 

Market Potential 

Respondents to the survey were quite optimistic about the capacity of their markets to absorb 
more production, as 78.5 percent said they could sell much more if they had the capacity to produce
more. Only 9.6 perc.-ent said they would be unable to expand sales. Female respondents were generally 
more optimistic about their ability to increase sales than their male counterparts.
Small and !drge stores, and firms in the woodworking and basic products subsectors the mostwere 
optimistic abo,: Zw&r ability to increase sales. Firms in the food, leather, artisanry, barber and beauty,
and repairs subsectors were the most pessimistic, even though a large majority of even these believed that 
sales could be incresed significantly. 

Beneficiaries were much more likely to believe they could expand sales than nonbeneficiaries. 
This difference cannot be attributed to the impact of the programs, however, as the data do not indicate
if the two groups were similar prior to program participation. In other words, the beneficiaries may have 
chosen to affiliate with a program precisely because they were more optimistic about their prospects for 
expanding their businesses. 

Coinciding with this, the larger MSE owners state that they provide a "more unique service orproduct." The perception that the enterprise provides the market with a more unique service or product
jumps from 6.2 percent among the smailest MSEs to 18.8 percent among the largest, indicating that
larger MSEs convey more market savvy and confidence about "keeping up" with market shifts. 

The major impediments to increased sales for the respondents who reported difficulty in selling
their products were the existence of much competition (cited by 31.7 percent of the respondents), lack
of product demand (cited by 20.6 percent) and the relatively high cost of their product (cited by 11. 1
percent). Most respondents perceive competition with other producers and vendors to be a significant
problem, as more than 71 percent said they faced much competition. The greatest levels of competition 
were felt by firms in the textiles, leather metalworking barber and beauty and small store subsectors.
Firms in food products and repairs reported the least. Female respondents perceived slightly more 
competition than male respondents. 

Competition comes almost exclusively from other small producers. Eighty-two percent of therespondents cited small national producers as their major competitors. Another 13.6 percent said their
principal competition came from large national companies. As might be expected, among the smallest
MSEs the most competition is perceived to exist among other small entrepreneurs. As the size of MSEs 
increases, the entrepreneurs view the larger national companies as tougher competition. 

Very few perceived significant competition from imported products, whether legally imported or
contraband. In fact, when asked directly if contraband activities had an impact on their business, only
12.1 percent said it had a large impact and another 4.5 percent said it had some impact. 
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Other Factors 

Very little is known about the transport problem in Ecuador and how it contributes to MSE 
market transaction (input and output) costs. Small industry chamber members cite transport as a problem, 
as did over 40 percent of the enterprises in the sample involved in production and commerce activities. 

Likewise, little is known about the market infrastructure system in Ecuador. Small industry
chamber and artisan association members point to the lack of adequate storage facilities (warehousing)
and refrigeration, especially in the secondary cities and secondary market centers. Refrigeration is crucial 
in the local markets, as well as in transport, to ensure hygiene and reduce spoilage - and its associated 
costs - for many basic commodities as well as meats, fish and some truits and prepared foods. 

Nearly all businesses experience variations in market share or sales volume according to the 
season of the year. For example, food product enterprises' input costs are affected by the season, with 
implications for the resulting amount and quality of supply. Demand for clothing in Ecuador is also 
affecte6 by seasonal changes and by holidays. The tourist season has a direct impact on sales of leather 
goods, handicrafts, commerce and services. MSEs are no exception to this general trend. Food 
processing and woodworking are the two subsectors least affected by seasonality on the demand side 
(sales performance), with 64.6 percent and 74.4 percent of their proprietors stating that they are not 
affected - the highest levels within the field sample. The service subsectors (notably barber shops,
beauticians, and repair shops) were among the MSEs second-least affected by seasonality, at 61.5 and 
59.4 percent respectively. Artisans, producers of shoes and leather products, and clothing proprietors 
stated that they were the most affected by seasonal sale fluctuations. 

Value Added as an Indicator of Market Potential 

Some professionals working in support of the MSE sector in Ecuador are concerned that MSEs 
do not have sufficient market demand to remain in business, let alone expand. There are also questions
concerning the profitability of MSEs and the viability of the sector in bad economic times. An attempt 
was made to answer some of these questions by calculating value added based on the data obtained 
through the field survey.' Positive value added indicates a) market acceptance, and b) profit. While 
profit can theoretically be used for a variety of ends, it is assumed here (and supported by the survey 
results) that profit is utilized to a) reinvest in the enterprise, b) go into the pocket of the proprietors, and 
c) pay business fees and taxes. 

For purposes of these calculations, value added isdefined as monthly sales (known from the field 
survey); less the opportunity cost of capital (total fixed assets utilized in the firm - known - invested 
at market rates); less costs of raw materials and intermediate goods (estimated at 70 percent of monthly
sales*); and finally, less the cost of workers - known. This figure (sales, less costs of capital and 
inputs) yields a best estimate of value added. 

"Value added (VA) is defned as sales less the cost of inputs to produce the goods or services,
including labor. If an enterprise or sector of activity registers positive value added it can be assumed that 
there isa market for the goods or services and that the enterprise or sector isprofitable. 



103
 

Evidence of value added by subsector and size of MSE is mixed. Value added (VA) is positive
for all MSEs by size (in the first four of five asset size categories). It is negative for the largest
enterprise size category (over $6,OCJ equivalent). It was suggested that utilizing 70 percent of monthly
sales for costs of inputs for all sizes of MSEs effectively eliminates any economies of scale bei,.,g realized
by the larger MSEs. When this was tested, it was discovered that VA continues to increase through the
largest MSEs.10 VA was found to be highest among food processing MSEs and lowest among
metalworkers. 

As MSEs increase in total asset size, the proprietors' own estimation of profit to VA goes up
dramatically. Actual profit to VA is lowest among the low sales group and highest among the highest
sales group, and also shares a positive correlation with the entrepreneurs' time in business (lowest for
the newest proprietors and highest for those in business for seven years - although Ciose in business the
longest begin to demonstrate lower ratios of profit to VA;. Fin.lly, proprietors' estimates of profit to
VA are lowest among those enterprises with the lowest employment levels and the highest among those
with higher employment levels. Interestingly, entrepreneurs who never applied for a loan also 
demonstrated high profit to VA ratios. 

Of those MSEs involved in food products, 43.9 percent (the largest proportion) sell more than
$700 per month (the largest monthly sales category. 21.1 percent fall in the $300 to $700 category.
MSEs in clothing and metal-working are next with 35.7 percent and 48.0 percent of respective monthly
sales in the $300 to $700 category, followed by 24.1 percent and 28.0 percent in the over $700 category,
respectively. Wood-working ranks third in monthly sales, while artisans, barbers/beauticians and repair
service enterprises rank at the bottom with the lowest proportion of each group (50.0, 65.2 and 48.3 
percent respectively) selling up to $150 each month (the lowest sales category). 

Grouping the subsectors, commerce had the largest proportion selling more than $700 per month,
at just under 40 percent, followed by pi oduction enterprises with their highest proportion of respondents
claiming monthly sales of $300-700 per month, while the largest proportion of service MSEs (39.4
percent) only achieved sales up to $150 per month. 

These data indicate that MSEs are surviving in Ecuador and that some are even expanding. It
also appears that profits are being made, albeit low in most cases, and that MSE employees earn very
low salaries. The data also show that MSEs involved in some subsectors and activities do better than 
others. Generally, the larger enterprises create higher value added and have a higher ratio of profits to
value added than the smaller ones. On average, production activities produce the highest levels of profit
to value added, followed by commerce, with both subsectors generally doing better than service
enterprises. Among manufacturing activities, food products lead, followed by clothing, metal-working,
and woodworking. Moreover, for all enterprises there is considerable variation in performance according
to location, with the most pronounced effect on manufacturing. It is not known which commercial
activities lead, in terms of value added and profits. In the service subsector barber shops/beauticians and 
repair services rank at the bottom of the scale. 

"°Utilizing 70 percent of monthly sales to represent cost of inputs for all size MSEs overstates the cost
of goods/services sold for the largst category of MSEs. The bias was tested by examining VA against
a ratio of profi! to VA. The largest MSEs have higher profit-to-VA ratios, suggesting economies of scale 
for input costs among these MSEs. 
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MSEs appear to produce positive value added nd profit; however "take-home" income appears
veiy low for most MSE proprietors and employees alike. The sector does promote income generation 
among low-income households and recent entrants to the urban labor market, especially that portion of 
the population with 'the lowest education levels. In addition, the sector provides alternative sources of
income for the rural population as well as for a significant portion of the economically active population 
of the informal sector. 

LOCATIONAL FACTORS AND MSE MARKET SHARE 

Locational factors play an extremely important role in uetermining the concentration of subsector 
activities and their potential for economic and financial viability. Key determinants include urban-rural 
linkages (commodity flows and market periodicity); local population concentrations and areas with surplus
agriculture output; availability of iaw materials; transportation systems (the railroad system is not utilized 
by MSEs, so that road access and conditions are key factors); market infrastructure, such as warehousing
and refrigeration facilities; and institutional systems involving GOE and nongovernment support services,
such as information and capital availability, market data banks, and political representation. 

Many MSE proprietors, especially those in the informal sector, tend to operate in or around the
family residence, in which case location is primarily influenced by family tradition and settlement 
patterns. However, for those entrepreneurs establishing a new business or expanding an existing MSE,
locational factors need to be entered into their feasibility and design study. 

For the most part, proximity to one of the major cities (Quito or Guayaquil) or to strategically
located secondary market centers (such as Ambato, Latacunga, and Manta, located within key inter-city
and canatonal flows) generally combines the greatest number of positive locational factors to support
private entee'prise. There remain, nevertheless, varying degrees of locational advantage for MSEs 

1depending on their size, subsector of activity 'ind .ype of production or sales output. 

For example, the leading micro- and small-scale industry in the province of Tungurahua is quite
different from that in the province of Chimborazo. Each of these provinces has particular raw material 
resource advantages. Tungurahua, with a slightly better locational advantage (that is, proximity to Quito
and a highly developed inter-zonal marketing system) has a comparative advantage in textiles (clothing,
including leather products), food products and distribution services, followed by wood products and metal 
products (including machinery and equipment). 

The table below illustrates the leading productive activities of MSEs in Chimborazo. The table 
shows annual average production and sales performance in 1989 for each subsector and size of enterprise.
The data were obtained through a 1989 field survey carried out by INSOTEC and serve as a
straightforward measure of supply and domestic demand by subsector. With the exceptioi of food and 
wood processing, the other small-scale enterprise subsectors experienced slight overproduction to sales 
during the year. 
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LEADING KSE PRODUCTIVE ACTIVITIES IN CHIMBORAZO
 
(Annual Average Production and Sales by Subsector)
 

(000s of sucres - 1989)
 

Micro-Scale Industry Small-scale Industry
 

SUBSECTOR Production Sales Production Sales
 

Food Processing 11.7 9.9 
 56.2 56.0

Clothing 11.2 10.9 
 12.2 10.7

Wood Products 1.2 1.2 
 12.0 12.0

Minerals 
 6.6 5.2 12.4 11.7

Metal Products 8.0 
 8.6 14.4 16.1
 

The figures for micro-scale manufacturing demonstrate, in the case of food, clothing and
nonmetallic minerals, a similar - if not largcr - tendency toward overproduction. However, the micro
scale metal products enterprises demonstrate 1989 sales that exceed production. INSOTEC staff in
Ambato explained that larger sales than production figures could represent sales of finished inventories
brought forward from an earlier accounting period. Overall, the figures are quite remarkable in
demonstrating the ability of these particular entrepreneurs to "read the market" and sell, in most cases,nearly all or more than was produced during 1989. Unfortunately, there are not corresponding value 
added or profitability figures available from the survey. 

A MARKET CLASSIFICATION OF MSE FIRMS 

Based on the MSE field survey, follow-up contacts made in MSE establishments, and secondary
research data, a number of broad generalizations can be made that characterize Ecuador's micro- and
small-scale entrepreneurs. These more qualitative characteristics, such as entrepreneurial attitudes,
education levels, management capacity and market aggressiveness, can be correlated with more
quantitative measures, such as enterprise size, level of sales, and overall enterprise viability, in order to 
come up with a profile of the attributes of those enterprises that are most successful in the MSE sector 
in Ecuador. 

MSE entrepreneurs included in the field sample are classified into three categories here, to help
organize the qualitative characterizations about MSEs in Ecuador. The three categories are subsistence, 
conformist, and progressive MSE entrepreneurs. 

The subsistence category, estimated to contain 45 percent of the field sample, consists primarily
of micro-scale, informal sector entrepreneurs, who look upon their enterprise as an economic activity for
survival. Practitioners in the field suggest that, of the total number of micro-scale enterprises in Ecuador,
approximately 45 percent fit into this category. There are secondary cities where this proportion would
be much higher and, conversely, other communities where it seems everyone is a "true entrepreneur" 
such as Cuenca and Ambato. Entrepreneurs in the subsistence group are set in their ways, often have 
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low self-esteem, have very low levels of formal education and on-the-job training only. They tend to be 
concentrated in the in commerce and personal service subsectors, and also account for the highest 
concentration of women entrepreneurs. 

Many of the MSEs in the subsistence category are not generating enough income to support the 
proprietors and family workers at GOE established minimum intake levels. The market women in this 
category are at thelr "puesto" for reasons that include cultural conformity ("my grandmother did this") 
as well as the necessity and possibility of feeding themselves and their children. Enterprise plant capacity,
regardless of subsector of activity, is extremely low, and the plant or store technology is the most basic. 
The enterprise proprietor takes care of clients as they come in the door (walk-in-trade). They do not seek 
out clients, nor do they have market strategies for increasing enterprise market share and productivity or 
for coping better during bad economic times. 

KEY CHARACTERISTICS OF SMALL-SCALE ENTERPRISES
 

Traits of The Categories of Entrepreneurs
 
Entrepreneur and
 
Enterprise Subsistence Conformist Progressive
 

Purpose
 

of enterprise Survival Status quo Growth
 

Majority of Scale Micro-scale Micro/small Small-scale
 

Percent of Total
 
MSEs 45 35 
 20
 

Education Levels Very low Low/Moderate Moderate/high
 

Main subsector Comm./Serv. Comm./Repair Prod./Comm.
 

Income Levels Very low Low Mod./high
 

Plant/Store

Capacity Very Low Low Mod./good
 

Info./Technology Low Low/Moderate Appropriate
 

Marketing
 
Strategy Walk-in Direct Market Plan
 

Location Markets/Home Home/Plant Plant/several
 

Locations are generally poor for those MSEs at the lowest end of the spectrum interms of asset
 
size and sales output. The neighborhood "comedores" and "abestimentos" are most often located in the 
home, not well situated to capture the large number of people who eat out each day. Studies carried out 
by the International Labour Office (ILO) have suggested that upwards of 60 percent of people involved 
in the informal sector eat at least one meal per day away from home. Although market women are most 
often at the lowest end of the income scale among MSEs, the fact that they often offer their goods and 
(food preparation) services within the central markets is an instance where they have maximized their 
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locational advantage over the local community-based home outlets, although increased competition in the 
market place may offset the gains of more central location. 
Entrepreneurs in the conformist category often express a desire to grow, but typically do very little to 
bring this about. The survey interviewers characterized them as "stuck in their ways." These 
entrepreneurs tend to be involved in central market sales, construction and repair services. This category
is thought to account for approximately 35 percent of the total number of MSEs in Ecuador. Education 
and on-the-job experience levels are somewhat higher than for entrepreneurs in the subsistence category.
Plant or store levels of installed capacity are low to moderate, and income levels are low. More of the 
entrepreneurs in this category are attuned to market information, and a larger proportion base their
product or service prices on actual costs incurred, rather than just on what their neighbor is charging.
The majority of sales are directly to the client, with more sales occurring at locations outside the home. 

Conformist entrepreneurs still tend to have inadequate knowledge of where to buy inputs at the
best prices. The price of inputs (raw materials and intermediate goods) changes radically, often on a
weekiy basis. The smallest-scale MSE entrepreneurs said they bought their inputs from whatever supplier
"was closest" and/or those that provided materials on credit ("cr~dito del provedor"). 

The survey data revealed that both subsistence and conformist entrepreneur had very limited
ability to determine per-unit costs and break-even points (sales necessary to cover fixed costs). Of the
nearly 70 percent of the survey respondents who said they establish their product or service price based 
on costs and desired profit, the majority were the larger-scale MSEs, owned by entrepreneurs who would 
be characterized as progressive. 

The progressive MSE entrepreneur is taking active steps to expand his or her enterprise, and is
willing to take considerable risk. The majority in this category have more than one enterprise type,
and/or are able to vary their product line/service during slack economic periods. in addition, the
producers purposely enter at least two quality/price level markets to broaden their client base. Most are
small-scale rather than microenterprise operators, accounting for about 20 percent of the total MSE 
population. These entrepreneurs have made tremendous sacrifices to obtain professional training and 
generally have higher education levels than the other entrepreneurs. Progressive entrepreneurs are 
concentrated in manufacturing and commerce and are represented in the upper profit to value added 
categories. They tend to possess moderate to good plant capacity and appropriate levels of technology.
They also tend to have a clear idea of the costs and proper mix of factor inputs to achieve profitable 
growth. 

In addition to direct sales to customers, many of these progressive entrepreneurs sell products
through intermediaries, and some participate in the export market. While profit margins per unit of
production/item sold are usually less when the proprietor utilizes an intermediary, the entrepreneurs
concentrate on what they know best and count on what they consider to be the most reliable marketing
of their products. The fortunate participants in this category often have more than one pl:ijt or outlet 
location. 

While the categorizations of entrepreneur characteristics resulting from the present field survey
may not always coincide exactly with other practitioners' observations, these findings may still be useful 
for targeting MSE beneficiaries for specific types of support programs. For example, classes on entering
export markets might not be the most useful type of assistance for entrepreneurs in the conformist 
category. 
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MARKET SUPPORT SERVICES FOR MSEs 

During the past five years, Ecuador has witnessed a tremendous increase in the number of public
and private sector programs aimed at providing training, technical assistance, and credit to the MSE 
sector. There are over forty foundations tha. have received approval from various ministries to work with
micro- and small-scale enterprise in Ecuador. However, coverage of MSE demand for support is 
extremely low, and costs of programming are high. 

Only a handful of the institutions have significant experience in delivering a full range of training,
technical assistance and credit to the sector', and even fewer have expertise in marketing. Market 
support activities, regional project coordination and MSE market development tie-ins (domestic or export) 
are particularly weak. 

There is a need for improved targeting of MSE support services, to take into consideration the
size and characteristics of particular MSE entrepreneurs. For example, micro-scale entrepreneurs need 
more courses on the basics of marketing, to learn about per-unit cost measurement, and market timing
and (asking) price correlations. 

The chambers of small industry, artisans, and credit unions have delivered important support
services to the;r MSE membership, but tend to be overlooked by the Government and donor community 
as vehicles or conduits for support to the sector. In Guayaquil and Ambato, at least a third of the smallindustry chamber membership qualifies as micro- or small-scale enterprise, and of course all of the artisan
chamber members are MSEs. As one might expect, the artisan chambers have fewer resources to draw 
upon and are organizationally weaker. One small industry chamber offers its membership political
representation; computerized infcrmation banks that include type, location, output, and size of member 
firms; and current price information on raw materials. It has also developed a buying club to purchase
input materials in large quantities. This same chamber is now in the process of organizing a savings and
loan cooperative, that will also offer a variety of credit insurance features. 

CONCLUSIONS AND RECOMMENDATIONS 

General 

Population growth, rural and urban household income levels, income distribution, and location
factors that impact upon inter- and intra-sectoral transaction linkages and efficiencies are the key market
determinants for MSE products and services. During economic bad times the products and services that
share the highest income elasticities of demand are the most basic to survival. The moderate and low
income household population in Ecuador, urban and rural, constitute the major domestic market demand
for MSE products and services. With low income levels and poor income distribution among the largest 
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portion of the Ecuadorean population, domestic markets for MSE goods and services will continue to 
experience trying times and periods of consolidation. 

Micro- and small-scale entrepreneurs produce and sell goods and services that find a primary
market in individual final consumers. Most of these consumers are of low to middle income, though in
certain subsectors (leather and handicrafts) products may be destined toward a more affluent audience. 
These goods and services tend to be undifferentiated, of poor quality 

Most of the micro- and small-scale entrepreneurs interviewed for the study believed that domestic
markets provided ample opportunity for business expansion. The overwhelming majority believed they
could expand sales if they could only produce more. 

In fact, however, competition is high, and there is strong evidence (see Chapter Or.- of this
report) that the domestic market environment does place constraints on the potential for growth in the
micro- and small-scale enterprise. The economy is contracting, signifying less disposable income for
potential consumers of MSE-produced goods and services. Profit margins are thin (especially for older
and larger firms), most of the firms have negative social benefit-cost ratios, and sales growth for most
firms was negative in real terms. All of these indicate a deteriorating market condition. 

Government Policy 

The government is reforming its industrial incentive system and should continue to pursue trade,monetary and labor law reforms that remove the current anti-MSE bias. One potential outcome is that
small domestic companies will increasingly become more price competitive and realize improved domestic
market shares, with the more progressive enterprises opening markets internationally. At the same time 
many small-scale enterprises will suffer from increased competition as import restrictions are eased. 

Among the programs proposed by the GOE in the areas of socio-econ;,mic reform, there is a need
for some that use public expenditures to redistribute income to the poor. In the short-term, steps need
to be taken to improve MSE's access to factor inputs, including training, technology and credit. In the
longer-term, it is necessary to promote employment through growth-oriented, productive activities. The
GOE needs to support a more agile administrative environment in which financial resources flow to the 
proven, capable executing agencies, including NGOs, credit unions and chambers with MSE membership. 

There are two programs proposed by the Government which, if targeted to the most vulnerable,
low-income groups, could be financed under the GOE Social Sector program, and should be. One 
program involves training for informal sector employees that would make use of the existing facilities
of SECAP. In orde: to maximize the opportunities associated with this approach, SECAP should adjust
its training policy to make it more responsive to market needs. The second program provides female
heads of household widi competitive access to credit. The two programs complement the microenterprise
credit program currently financed by USAID/Ecuador as well as the one to be financed by the IDB. 

While the large price rargins reportedly obtained by intermediaries and the extreme variations
in seasonal production suggest several areas for market reform, simply reducing monopolies or
oligopolles, or encouraging the public sector to invest in market infrastructure, is not enough. Market
reform in Ecuador will require coordination between the GOE and donors, urban and rural interests, and 
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development project design and investments. Small-scale industrialists emphasize the need for the 
Government and development community to support regional economic development, with the focus on 
secondary cities. Efforts suggested include municipal market upgrading projects, provision of public, up
to-date price information banks, improved control of weights and measures, and development of 
municipal and MSE partnership opportunities in managing public enterprise such as the publicly operated"cases de campesiw,,s." 

Micro- and Small-Scale Enterprise Support 

One high priority should be to better ensure MSE access to needed short- and long-term financial 
support. Microenterprise support projects are plentiful in Ecuador, so there does not appear to be a need 
to organize additional government programs or NGOs to work in the sector. Nonetheless, coverage of 
MSE demand for support remains extremely low, while costs of programming are high. Market supp )t
project design and implementation is reported as particularly weak by the MSE entrepreneurs and GOE 
officials in the field. 

Funding should be made available to help transform many of the NGOs from social service 
support programs to more businesslike organizations with market-driven projects, with tighter cost 
controls and greater project cost recovery. 

The Government and donor community should sponsor studies to investigate the feasibility of 
developing a private credit guarantee corporation to encourage private sector banks to lend to MSEs. As 
part of the study, the prerequisites for savings and loan cooperatives becoming more active partners in
financing MSE short- and long-term credit needs should be ascertained. One or more of the largest credit 
cooperatives could be examined to determine the feasibility of converting it into secondary-level lending
and discount facility for credit cooperatives, both independent and inside small industry chambers. 

GOE agencies and NGOs in the MSE support field should improve targeting of MSE support
services with the size and characteristics of the MSE entrepreneur. As an example, more (market) 
courses need to be developed for the micro-scale entrepreneur on the basics. Per-unit cost measurement 
exercises and market timing and (asking) price correlations need to be discussed. 

The Gnvernmeat and NGOs should target MSE support resources to the secondary cities and
regional growth centers. Donors need to manage their MSE project support portfolios in an integrated
fashion. There appears to be duplication of activities and resources because one project is rural oriented,
while another is urban or human development oriented. Within a given donor agency, rural and urban 
development projects should be integrated to take advantage of natural complementarities. 

There are a number of active, well organized small industry chambers which should be examined 
as direct recipients of fundi:ig to organize their own MSE support (market expansion) projects. A
preliminary idea, thai came out of discussions at more than one of the small industry and artisan 
chambers involved providirg funds to launch a pilot project to bring to the chamber(s) one or more 
experts to put on a marketing seminar. The approach should be the training of trainers (TOT) model,
aimed directly at the chamber leadership (made up of the most progressive MSE entrepreneurs) so that 
these members in turn could train other chamber members. The training would be directed in key market 
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development (domestic) projects by subsector and activity, providing manuals and teaching aids. Topics
of these marketing classes or seminars should include: 

" Grading, marking, and packing to uniform standards; 

* Quality control, what does it mean and how can an MSE entrepreneur improve QC at low
cost; 

* 	 Identification of (all) costs related to (good) marketing practices; 

* 	 Evaluation procedures of competitive advantage in a wide variety of (receiving) markets 
domestic and export; 

* Sales and marketing strategy and business development; 

* 	 Invoicing to clients; 

* 	 Transaction analysis and how to improve its efficiency; and 

* 	 What's required to export? 
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ANNEX D 

SMALL-SCALE INDUSTRY (SSI) MARKET PERFORMANCE IN ECUADOR 

Based on national accounts pre.ented in an INSOTEC study carried out in 1987, all of small-scale 
industry (SSI) subsectors experienced growth in value added between 1975 and 1980. The subsequent 
years between 1980 and 1987 demonstrate a period of consolidation and lower demand for all of the
illustrated subsectors. The strongest activities during the 1980's are found in food processing, and
nonmetallic mineral products, including ceramics. Although, their performances were less than a fourth 
and sixth of the earlier period respectively. In addition to high consumer demand for food processing
output, this particular subsector has a very high (intermediate goods) demand from other subsectors of 
manufacturing or inter-industry linkage. 

Value Added by Subsector of Small-scale Industry
 
(millions of sucres, at 1975 prices)
 

Subsector by Standard Industrial Code (SIC)
 

Year (31) (32) (34) (36) (37) (38) 

1975 444.9 445.4 144.9 157.7 71.7 17.0 411.7 

1980 890.4 689.6 342.1 254.2 214.6 32.8 759.2 

1987 1,161.6 450.9 266.7 189.5 274.1 27.2 476.8 

Annual Growth 
1975-80 
1980-87 

14.9 
3.9 

9.1 
-5.9 

18.7 
-3.5 

10.0 
-4.1 

24.5 
3.6 

14.0 
-2.6 

13.0 
-6.4 

Standard Industrial Classification (SIC) code: (31) food products
including, drinks and tobacco; (2) 
textiles, clothing including leather

products; (33) wood products including furniture; (34) paper products and
printing; (36) nonmetallic mineral products including ceramics; 
(37) basic

metal products such as iron gates; (38) production of metal products,

machinery and equipment.
 

Although the 1987 VA growth rates are considerably lower than previous years, small-scale 
industry responded well, during this period of consolidation. Small-scale industry was lead by food 
products up S/.271.2 million in VA over the 1975-1980 period, nonmetallic mineral products including
ceramics up S/.59.5 million, and although below 1980 figures metal products, clothing, and wood
products had respectable performances. Of total value added by industry in 1987 (32.1 percent), small
scale manufacturing led with 33.1 percent followed by large-scale industry at 32.8 percent and medium
scale at 29.6 percent. During the difficult cunomic times between 1980 and 1987, small-scale 
enterprises maintained high real values of intermediate goods consumption. Again, pointing to both 
strong consumer demand for these specific products and strong market links between and within 
subsectors of manufacturing (INSOTEC, 1987). 

1. Haven, et al., 1990. 

~ .17; 
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CHAPTER FOUR 

EXPORT CONSTRAINTS AND OPPORTUNITIES FOR
 
ECUADOREAN MICRO- AND SMALL-SCALE ENTERPRISES
 

by 

Joseph F. Burke 
Independent Consultant
 

Development Alternatives, Inc.
 

EXECUTIVE SUMMARY
 

General Setting 

Ecuador's traditional exports of oil, fresh agricultural products and fresh sea food comprise the 
vast majority of the country's annual exports. Export opportunities for micro- and small-scale enterprises
(MSEs) in Ecuador lie primarily in the area of manufactured and processed goods, which constitute less 
than 10 percent - approximately $200 million per year - of all exports. Ecuador's exports in these
manufactured and processed goods have declined in both absolute and relative terms in recent years,
dropping from $231.8 (10.6 percent of total) in 1986 to $207.7 (8.8 percent) in 1989. 

External Constraints on Exports 

Exports of nontraditional products - particularly manufactured ones - are constrained by 'he
country's long-standing import substitution (or industrial protection) policies. These policies - which 
include low or no duty on protected-industry imports, high duties on competing imported products, and 
the imposition of a variety of nontariff controls' - have resulted in both the unavailability of needed
imported inputs and a low qtuality of local inputs from which to manufacture products. As a consequence, 
many potential exporters are at a competitive disadvantage in terms of both quality and cost. 

Several other Government of Ecuador trade poiicies have a similar negative impact on potential
exports. The anti-export bias of current exchange rate policies, for example, forces exporters to receive 
about 12 percent less than the free market rate for each dollar, which forces them to increase prices,
resulting in a further loss of competitiveness. The state airlines and maritime line are protected against
nexcessive" foreign competition, again fostering inferior service and servicing of market destinations. 
Finally, export transactions are wrapped in a red tape regtdatory ambience that stymies the entrance of 
prospective exporters. 

'Ranging from advance deposits for import licenses to outright prohibition of certain products. 

•r_, .. . .- .... .. o 
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The Government of Ecuador has recently taken steps towards liberalizing trade policies, which 
could eventually create new ,exportopportunities for micro- and small-scale enterprises. 

Internal Constraints on MSE Export 

While the general policy environment has a negative impact on all exports, inherent sectoral
problems provide additional constraints for micro- and small-scale enterprises. Among these are poor 
access to financing and credit, lack of adequate production technologies, lack of management capability, 
and lack of access to market contacts and information. 

Export Opportunities for MSEs 

With a more neutral trade policy and a simplification of regulatory controls, MSEs will find 
increased opportunities to export manufactured and processed products to Peru, Colombia, the USA, and 
other markets. Ecuador is included in the Bush Administration's "Initiative for the Americas," which 
encourages free trade and has already made tariff concessions to the country. The five members of the
Andean Pact are scheduled to become a free-trade zone by the end of 1995. Ample opportunities should 
exist to export hand-crafted products, textiles and processed agricultural goods to these markets. 

Export Structures for MSEs 

Individual small-scale enterprises generally lack the scale and sophistication necessary to compete 
successfully in export markets. Group exporting arrangements, therefore, may provide advantages and 
opportunities for micro- and small-scale enterprises. Among the structures that might prove feasible are: 

" Marketing through established exporters; 

• Production of specific intermediate or finished goods on contract; 

• Establishment of specialized cooperatives (a technique that has been very successful in 
northern Europe); 

" Incorporation of group companies; and 

• Establishment of duty-free zones (maquila). 

The specific nature of individual markets (for instance, the U.S.A. or Colombia), and whether 
exporting mast be direct or through delivery to an exporter, will largely determine the feasibility of the 
various alternatives. 
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INTRODUCTION 

Objective of the Report 

This report attempts to identify constraints to the off-farm, off-wharf export potential of Ecuador's
micro- and small-scale enterprises. Recommendations will be put forth proposing ways to increase the 
export of goods manufactured by this sector. toIt is hoped enlist the support of Ecuadorean and
international institutions interested in the betterment of Ecuador's economy in general and the micro- and
small-scale enterprise in particular, taking into account that it is the bedrock of the country's productive 
power and employment. 

Export Classifications 

Ecuadorean 	exports are normally classified by the three major headings of Traditional, Oil and
Derivatives, and Nontraditional. Traditional products include banana, coffee beans, cacao beans and 
sugar. Nontraditional products are divided between primary (fresh sea and agricultural produce) and 
manufactured goods. The division of exports by classification and value for the last two calendar years 
was: 

TABLE 30
 

EXPORTS BY MAJOR CATEGORY 

1988 FOB % of 1989 FOB % of
Classification 
 USS(0001 Total USS(000) Total
 

TOTAL 	 2,192.9 100.0 2,353.9 100.0
 

1. Traditional 
 532.9 	 24.3 572.3 24.3
 
2. oil and Derivatives 976.1 	 1,147.4
44.5 	 48.7
 
3. Non-Traditional 
 683.9 	 31.2 634.2 
 27.0
 

a. Primary 	 457.7 426.5
20.9 18.1
 
-Shrimp 387.0 
 17.6 328.2 13.9
 
-Other 
 70.7 	 3.2 98.3 4.3


b. Manufactured 
 226.2 	 10.3 207.7 8.8
 

Source: 	 FEDEXPOR/Banco Central, Re-exports and Waste Materials
 
Exports Omitted.
 

Manufactured Exports, by Product 

The potential focus for current and potential micro- and small-scale enterprise participation in 
export trade is in the (off-farm, off-wharf) manufactured sector which shows the following five-year 
export behavior: 
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TABLE 31
 

MANUFACTURED EXPORTS
 

Yea 	 FOB USS(000) % of Total Exports
 

1985 228.4 7.8
 
1986 231.2 10.6
 
1987 209.4 10.9
 
1988 226.2 10.3
 
1989 207.7 8.8
 

Source: 	 FEDEXPOR/Banco Central. Re-exports and Waste
 
Materials Removed.
 

The breakdown of manufactured exports for the past two calendar years can be seen in Table 32. 

TABLE 32
 

MANUFACTURED EXPORTS DETAIL
 

1988 FOB % of
Catepor 	 USS(000) 1989 FOB % of
Total USS(O00) Total
 

TOTAL 
 226.2 	 100.0 207.7 100.0
 

Metal manufactures 	 10.7 4.7 
 17.5 8.4
 
Chem/Pharm products 10.1 4.4 6.9 3.3
 
Processed coffee 17.5 7.7 19.9 9.6
 
Processed sea products 86.6 38.3 56.7 27.3
 

-Fish meal 59.5 26.3 29.6 14.3
 
-Other 27.1 12.0 27.1 13.0
 

Cocoa products 47.7 21.1 52.8 25.5
 
Panama hats 3.8 1.7 7.1 3.4
 
Electric appliances 0.5 0.2 0.2 0.1
 
Fruit juices/conserves 1.8 0.8 
 1.6 	 0.8
 
Banana products 12.6 5.6 6.3 3.1
 
Vegetable conserves 0.4 0.2 0.6 0.3
 
Flour/cereal products 1.1 0.5 
 1.7 	 0.8
 
Meat & milk products 0.1 0.0 0.0 
 0.0
 
Drinks 	 0.2 0.0 0.1 
 0.0
 
Vegetable oils/extracts 1.9 0.8 2.7 1.3
 
Other foods 3.3 1.4 2.7 1.3
 
Animal feeds 0.5 0.2 0.3 0.1
 
Pyrethrum extracts 0.1 0.0 0.1 0.0
 
Plywood 9.2 4.0 7.7 3.7
 
Wood products 2.2 1.0 2.2 1.2
 
Electrical products 0.4 0.2 0.4 0.2
 
Basketry 0.0 0.0 0.1 0.0
 
Paper products 0.6 0.3 0.7 
 0.4
 
Fiber textile articles 2.8 1.2 4.4 
 2.1
 
Leather & Plastic items 3.4 1.5 2.1 1.0
 
Sundry Handicrafts 1.0 0.4 2.3 
 1.1
 
Others 
 8.0 	 3.8 10.3 5.0
 

Source: FEDEXPOR/Banco Central. Net of Re-exports and Waste
 
Materials.
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Direction of Exports 

The U.S. is the primary market for Ecuadorean exports, as nearly 46 percent of all exports are
marketed to the U.S. Countries of Asia, the European Economic Community, and the Andean Pact, and"other" Amer'".an countries collectively account for another 45 percent, although no single country in 
these categories represents a major export market. 

TABLE 33
 

DIRECTION OF EXPORTS
 

1988 FOB % of 1989 FOB 
 % of
Countrv/Area 
 USS(000) Total USS(000) Total
 

TOTAL WORLD 
 2,192.9 100.0 2,353.9 100.0
 

TOTAL AMERICAS 
 1,602.5 73.1 1,937.5 82.3

Canada 
 2.3 0.1 4.1 0.2

U. S. A. 
 1,006.2 45.9 1,367.6 
 58.1
Central America 
 14.0 0.6 44.9 1.9

Caribbean FTA 
 0.0 0.0 0.0 0.0

Panama 
 34.8 1.6 
 61.7

Asoc. L.A. Integ. 95.8' 4.4 130.0 5.5 

2.6
 

Andean Pact 
 177.1 8.1 183.0 7.8
 
Other Americas 
 272.3 12.4 
 146.1 6.2
 

TOTAL EUROPE 
 232.1 10.6 
 236.5 10.0

EEC 
 202.6 9.2 
 208.4 8.8

EFTA 
 4.5 0.2 4.8 0.2

Comecon 
 23.6 1.1 
 16.9 0.7

Yugoslavia 
 1.3 0.1 
 3.5 0.1

Other Europe 0.1 
 0.0 2.9 0.1
 

TOTAL ASIA 
 338.4 15.4 156.0 6.6
 

TOTAL AFRICA 
 9.7 0.4 10.8 0.5
 

TOTAL OCEANIA 
 10.2 0.5 10.4 
 0.5
 

UNCLASSIFIED 
 0.0 0.0 2.8 0.1
 
.................................................................
 

Source: 
 Central Bank of Ecuador, Boletin Anuario No. 12 1989-1990
'Andean Pact portion omitted
 

Statistics available from the Central Bank do not cross-tabulate categories of exports by country
of destination. Ecuador's exports lack stability and continuity, making proper cross-tracking all the more
desirable. For instance, in August the state oil concern Petroecuador exported 300 thousand barrels of
oil to Peru.' That was 6.5 percent of the month's export total. Based on 1989 prices, this would equal 

2Hoy, Quito, "Facturaci6n obsta venta de crudo," 9/10/90. 

http:Amer'".an
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approximately $67.5 million, or approximately half of Ecuador's 1989 export to Peru. Projections are 
speculative, however, because of the country's unpredictable export pattern. 

Raw statistics are available through the Central Bank and the Ministry of Finances. It would be
helpful both to those interested in export promotion and to the exporters themselves if these entities were 
to refine further their statistical tabulations to produce more guiding and insightful information. 

The Federaci6n Ecuatoriana de Exportadores (FEDEXPOR) is already receiving international 
donor support to enhance tabulation of statistics on nontraditional crop exports. Increasing this funding
could allow FEDEXPOR to include processed and manufactured goods in its tabulations - areas in which 
micro- and small-scale enterprises are well represented. 

EXPORT OPPORTUNITIES FOR MSEs 

Current Participation 

Official export statistics in Ecuador do not include classification by size of producer, making it
impossible to determine micro- and small-scale enterprise participation from these sources. Including
tabulation of this information within the program support to FEDEXPOR (Federaci6n Ecuatoriana de 
Exportadores) would help generate needed statistics on the sector. With improved export opportunities
expected in the coming years through trade liberalization and simplification of export procedures, the time 
is right to establish a baseline data and systems for making these comparisons. 

Very little information has been collected on small company export participation. In the baseline 
suivey of micro-enterprises carried out as a part of this study, only 3.8 percent of 625 interviewed
indicated that they took part in export either directly (1.0 percent) or as suppliers to an exporter (2.8
percent). It is not known how much of this participation in export is via registered channels and how 
much is contraband trade. Likewise, it is not known what proportion of the 22.9 percent who said they
produce under contract are involved in export. 

A separate study conducted by USAID/Ecuador in 1984 showed that 13 of 20 small 
manufacturing firms in Guayaquil were involved in export. Three of them (15 percent of the total) were 
exporting more than 40 percent of their production. Metal products manufacturers were the most 
involved in export. 

An export "consortium"3 of seven small manufacturers of furniture and wood preducts in Quito 
says that it has reached an average export volume of US$ 125,000 per month. This represents nearly 70 
percent of the amount registered in official export statistics for that category in 1989. 

' In Ecuador, the word consorcio, or consortium, is used to describe a grouping of companies or 
individuals for the specific purpose of exporting. 
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Registered exports in 1989 totaled US$ 41.4 million to Colombia and US$ 135.1 million to Peru.
Contraband trade, which represents a major portion of international trade among these three countries,
fluctuates greatly from year to year, depending mainly on shifts in monetary and price control policy and
other trade controls. Demand for contraband versus legal import and export items should dissolve under
the Andean Pact liberalization of trade if this does, in fact, result in the scheduled simplification ofprocedures and zero duties for 1995. Micro-enterprises can take an active part in export to Colombia
and Peru, since the needs for specialized market, technical, business, and cultural knowledge are far less 
than for export outside the area, especially to non-Hispanic countries. 

Product Areas of Export Opportunity 

Export opportunities for micro- and small-scale enterprises are limited to the "production" sector.
MSEs in the commerce and service sectors are unlikely to participate in export markets. Although there 
are as many as 60 to 84 thousand small-scale firms in the so-called "productive" sector, however, the
number of these that might be able to produce a product for export is much more limited.4 

A review of the categories of manufactured exports (Table 32) indicates that those most likely
to accommodate small enterprise participation are metal products, Panama hats, food products, processed
wood products, basketry, textile products, leather products, and handicrafts. Personal shopping
expeditions by project team members underscored the attractiveness of leather products, jewelry and
artisan handicrafts. Nevertheless, there is no reason to discount small enterprise participation in
traditional products such as processed coffee and cacao products. As an example, a small producer in
Costa Rica successfully custom roasts and packs premium presentations of coffee under the brand name 
of Britts. 

Handicrafts and crafts industry goods (such as leather products, textile articles, and woodcrafts) 
are areas that could involve large numbers of small-scale producers, even when the dynamics of trade
policy, credit availability, and red tape are against them. Out of a population of 10.7 million people, 
some 200,000 are involved in crafts activities, a high percentage of them rural, indigenous women. By
stimulating export, there is great potential for raising the standard of living of many of these people,
preserving and propagating their unique skills while offering them the opportunity to avoid emigration 
to the city. 

The high demand for wood and wood products in Japan, the U.S. and Europe also indicates a
potential market for Ecuadorean products. The wood products sector is a highly dynamic and diversified 
sector characterized by small-scale operations. Cutting, drying, transporting, fabricating and 
commercializing wood products is largely carried out by small-scale producers. 

Another area offering great potential is the processing of agricultural products for export. More
than two million people are involved in agriculture, and Ecuador has demonstrated its potential to produce
a wide range of agricultural products. This area (including growth and expoit of such nontraditional fresh
products as cut flowers) has received considerable assistance from both national and international 
development institutions, as well as a great deal of promotional lip-service from the government -

'The absence of a small-scale enterprise sector census hampers a more detailed analysis of the firms. 
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although, in practice, import substitution policies have been maintained. While it is frequently stated by
those involved in promotion of these activities that "(export) results have not ben up to expectationn,"
in fact, success in the face of so many adverse factors would be the real surprise. Nevertheless, given 
proper government policy stimulation and removal of barriers, this sector may be assisted to perform "up 
to and beyond expectations." Medium-size and large exporters will undoubtedly play the most important
role in tha direct export mechanisms, but room to participate should open up for small exporters, too, 
resulting in substantial increases in gainful off-farm employment. 

Within these categories of manufactured and processed goods, there is ample room for small- and 
even micro-enterprises tr expand their participation in the export field. In order for them to do so, 
export controls (with their complicated procedures and high costs), cost and quality constraints of raw 
and intermediate materials, and anti-export biases (exhage, tari..f, itarifi) must be whittled down to 
levels within which opportunity costs are a motivation rather than a disincentive for micro- and small
scale entrepreneurs to engage in export. Once the stifling external constraints to export and import are 
lessened, cost-effective and quality-appropriate intermediate materials could reach the MSE producers'
hands. At that point, development assistance to resolve the internal constraints of finance, technology, 
management know-how, and market information and access can be effective. 

MAJOR CONSTRAINTS TO INCREASING MSE EXPORTS 

External Constraints 

The long-standing Government of Ecuador policy of import substitution has built-in anti-export
biLses that have largely defeated countervailing policies to promote the export of nontraditional products 
- particularly the export of those off-farm, off-wharf products in which small producers, processors, and 
intermediaries would be likely to participate. The exchange rate and import/export procedures also tend 
to keep the export of manufactured products stagnant. 

The principal export and trade constraints faced by entrepreneurs in the country are: 

" 	 Low duties on importation of raw materials and capital goods for protected industries; 

• 	 High import duties and surcharges on finished products that compete with those of protected 
industries; 

* Import controls ranging from advance deposits to import prohibitions; 

• 	 Exemptions from import duties for protected industries; 

• 	 Unfavorable exchange rates for exporters (As of August 1990 exporters were receiving about 
12 percent less under the obligatory controlled rate than they would have received on the free 
market); 



123
 

* 	 Favorable exchange rates for importers. Protected industry is the principal approved
importer' and, therefore, the prime beneficiary in terms of acquiring "cheap" dollars 
generated by exports from other sectors of the economy; and 

* 	 Confusing, time-consuming and expensive import/export red tape. Large (protected)
industries have the material and human resources to cope with this, but micro- and small 
enterprises do not. 

The direct results of these policies and procedures on prospective exporters are: 

* 	 Low quality domestic inputs; 

* 	 High cost domestic inputs; 

* 	 Unavailable domestic inputs; 

* 	 Limited access to imported inputs; 

* High cost and limited selection of imported inputs; and
 

* 
 Lower than free market sucre return on obligatory dollar sales to Central Bank. 

Ecuadorean exporters of a manufactured products, then, are likely to encounter the following: 

* 	 Inadequate quality, in part due to local inputs; 

* 	 Overpricing due to input costs and exchange rates; 

* Delivery difficulties, in part due to lack of availability of inputs;
 

* 
 Pricing instability due to exchange rate and input supply uncertainties. 

In addition, Ecuador protects its state air and maritime cargo carriers by tightly controlling
competition, with the result that supply of space does not meet demand for it. This situation is 
aggravated by inadequacies in scheduling, destinations offered and competitive pricing. Small exporters 
are likely to be more affected than large exporters, who have leverage with the shipper. Liberalization 
of protection and increased competition among carriers is needed so that exporters will he stimulated to 
sell into new markets. 

Taken together, these policies and procedures have contributed heavily to a 24 percent constant 
value drop in nontraditional exports from 1979 to 1989.6 

' Two-thirds of the country's imports by value are for industrial raw materials and capital goods. 

6Reforma Estructuralal Sistema Arancelarlo 1990, Ministry of Finance, Quito, p. 14. 
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The Government of Ecuador has committed itself on paper and in tentative initial steps to trade 
liberalization and simplification of export procedures. If it carries through on scheduled reforms, the 
environment for exporters can be expected to develop favorably. However, powerful industries in the 
protected sector will exert strong pressures to water down the effectiveness of policies designed to 
revitalize international and domestic commerce, competitiveness, and the efficiency and quality of 
production. 

Barriers to small enterprise export growth, import substitution policy and the current transition 
away from it are all reviewed thoroughly in the chapter on "Trade Policy and Regulatory Environment" 
in the separate Policy Framework Report. 

Internal Constraints 

The constraints that small enterprises must overcome to enter and succeed in export are more 
weighty than those they face for domestic production and sales. In addition to the external and policy
constraints reviewed in the previous section, there are complexities caused by markets being unfamiliar 
and more demanding. Moreover, tariffs and regulations vary in each country and must be studied on an 
ad hoc basis. 

The carrot held out to entice an enterprise into export is market potential. Ecuador has less than 
eleven million inhabitants. Most of them are poor. Neighboring countries have much larger populations
than Ecuador  but are also poor. The U.S. has a huge population and is rich - but competition is 
severe.
 

Before reviewing ways for micro- and small-scale enterprises to go beyond their limited local 
markets, it is necessary to identify their business and market constraints. This will provide an 
understanding of the obstacles to be overcome as a prerequisite for success in export. 

Finance and Credit 

In addition to the difficulties encountered in qualifying for operating and investment capital loans 
(also experienced by firms involved in purely domestic enterprise),7 exporters frequently require working
capital for longer periods to cover stock build-up and extended payment terms; investment capital to cover 
special product/production requirements; and/or financing for raw materials or import of intermediate 
inputs. 

FOPEX (Fondo de Promocidn de Exportaciones) is constituted for the exclusive purpose of 
providing support to export operations. However, it is not particularly responsive to the needs of small 
exporters. While it does supply loans at favorable, "preferred" (sub-commercial) rates, the requisites for 
qualification are similar to those of commercial banks, i.e., acceptable financial statements and loan 
guarantees are needed. This makes qualification extremely difficult for small enterprises. The FOPEX 

7See separate report on finance and credit for micro- and small-scale enterprises produced by Richard 
Meyer, John Porges, Martha Rose and Jean Gilson. 
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official interviewed did speak of "walking" one indigenous, handicrafts exporter through to loan approval,
but the story was anecdotal. More typical is the case of a medium-sized, fresh produce exporter
interviewed, who applied for 45 million sucres (approximately $55,000) six months in advance of the loan
requirement. By the time approval came nine months later, he could only utilize somewhat more than 
half the sum. 

FOPEX did approve loans for some $9 million8 in 1989; however, little seems to have been
destined for use by micro- and small-scale enterprises. A wood products export group and a handicrafts 
exporter interviewed did not have access to FOPEX loans due to their failure to meet financial statements 
and guarantee prerequisites. 

FOPINAR (Fondo de la Pequefia Industria y Artesanfa) is a loan guarantee fund administered by
the CFN. While it is dedicated to loan support for micro- and small-scale enterprise, it has not backed 
export schemes to any apparent significant degree. During 1989 FOPINAR extended approximately $4.5 
million in new loans.9 

The Banco Popular de Fomento is also a source of loans for micro- and small-scale enterprise;
but, again, loans for export-related activities are insignificant. 

Production and Technology 

Overseas markets are generally much more competitive and discerning than the Ecuadorean
market, where production efficiency and quality control suffer under an industrial protection policy that
has resuked in a more docile market. Furthermore, products for export not only need to be of 
competitive quality, but of marketable design for the countries of destination. This is true even for 
exports to Colombia, which, given its market size, has more industrial competition even though it also 
has followed import substitution policies for many years. Therefore, it is only in rare cases that a product
made for the home market will be acceptable "as is" for export. 

A major problem encountered by one member of a furniture consortium was the importation of
suitable hinges for baby cribs, as those made locally (and protected by high duties) were of unacceptable
quality for export. Leather goods manufacturers in the town of Cotacachi complained of a problem in 
obtaining high-quality snaps, zippers and specialized fasteners needed for producing acceptable "fashion" 
garments. These examples exemplify two of the ways that import substitution policy curtails export: low
quality local intermediary hiputs, a d difficulty in procuring te needed imported input at a cost-effective 
price. The local environment, in which shoddily-produced goods can be kept functional because repairs 
are inexpensive, has tended to produce production technologies that are not particularly careful of product 
quality and durability. 

The quality constraint goes beyond the problem of inadequate inputs. Even when top quality raw
materials are used, design and workmanship tend to be outmoded and sloppy. This can readily be seen 

Memoria 1989, Corporaci6n Financiera Nacional, Quito, p. 31. 

'Idem, p. 35. 
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in handicrafts w'ork. A wool sweater may be called "rustic" - or it may be called ill-fitting or pass9de 
mode. Shoes designed from European patterns are not marketable in the U.S. Leather jackets made in
Ecuador us- "renisex" zippers, which are on the wrong side for U.S. males; market potential into the U.S. 
is therefore limited. 

Ability to anticipate market demand changes is difficult for any producer. Micro- and small-scale
producers, most of whom have not traveled outside of the country, are at an even greater disadvantage,
because they liw , no concept of cotisumer tastes, competitive products, and no way to anticipate changes.
Bright-colored wool sweaters may be fashionable one season, to be replaced by earth-tone designs the 
next. Leather jackets may be soft- or hard-finished; most jackets currently on sale in Ecuador have a 
hard finish, yet the prevailing style in the U.S. favors soft-finished jackets. Micro- and small-scale 
entrepreneurs are at a significant disadvantage in trying to understand and anticipate these changes. 

Ardsan handicrafts are subject to even more "faddish" demand trends. For the most part, items 
that are popular one year are not the next. Catering to demand in this area is a highly risky business that
requires an ability to change product lines almost immediately. Commercial buyers do that by selecting
from different sources, not by waiting for an existing supplier to change his or her product offerings.
Micro- and small-szzale entrepreneurs generally lack the market knowledge, production skills and capacity 
to absorb the risk of making such changes. 

In shont, in order 'o succeed in intemrnational markets, Ecuadorean manufacturers, from large-scale
to micro must f;cus more on quality and design if they are to make the most of their comparative
advantages - notably, handiwork skills at modest cost. For that matter, they must do so to continue to
succeed in their home market as trade liberalization progresses and as tariff and nontariff protection is
reduced. What is ca;led for is not "high tech" production, but efficient and imaginati, e use of the 
material and human resources available domestically. 

Production Volumes 

Another impediment to successful participation in export markets is the inability of small
prodt:.ers to produce sufficient quantities of standardized products to meet customer demand. Even 
small, independent and specialized retail outlets in the U.S. and Europe require sufficient items to fill a
product line. Larger chains, mail-order stores and firms importing to fill mass orders, require even larger
volumes to fill individual retail outlets or respond to nationally generated mail-order requests. Shoe 
retailing in the U.S., for example, which imports under standard brand labels, routinely places orders 
for thousands of pairs of shoes. Small producers, acting independently, cannot develop the volume of 
production needed to gain entrance into these markets. 

Management Know-How 

The low level of entrepreneurial skills among micro-entrepreneurs is clearly an impediment to
participation in export markets. Of the 285 survey respondents who were interested in exporting, 216 
said they did not know how to get involved. 
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Dealing with export markets and clients requires business knowledge and personal skills beyond
those used in the local marketplace. These include knowledge of regulations and reqfi red documentation
(in 	Ecuador and the country of destination); knowledge of foreign exchange transactions, pricing, terms 
and 	instruments of payment, packing, shipping variables and costs, and communications. The latter refers 
not only to knowledge of the English language (necessary for export beyond Latin America), but to the 
ability to provide clear and rapid responses. Fulfillment of delivery promise.s, in terms of time and
product quality, is of premium value in industrialized export markets, while failure to live up to 
agreements offsets other efforts to gain orders and client loyalty. 

While the management complexity of exporting is evident, it is not necessary for every micro
or small-scale entrepreneur to master it in order to participate. A variety of framewor s for facilitating
micro- and small-scale enterprise involvement in export activities are discussed later in this chapter. 

Market Access and Information 

Lack of market information and effective access to potential buyers are major impediments to 
small-scale producer participation in export activities. 

As in the case of the domestic marketplace, the exporter must be able to identify the products his 
target markets want, the appropriate distribution channels for approaching those markets, and the terms
and conditions under which the competition operates within the target marketplaces. Questions to be 
answered include: 

" 	 Who participates in what proportion of sales? 

" 	 What are their prices and presentations? 

* 	 What advertising and promotion methods do they use? 

* 	 What are the retail prices? 

* 	 What are the adjustment policies? 

* 	 How do the pricing and costs structures operate throughout the channels, from Quito or 
Guayaquil all the way to the retail client in Los Angeles? 

This is far more complex and expensive to ascertain than in the domstic market. The morerefined a product is, and the larger the market for it, the more detailed the marketing knowledge required.
For instance, the sale of bottled and labeled guavas to the U.S. will entail a great deal more marketing
finesse than the export of fresh guavas. 

Carrying out practical market studies on likely export products for micro- and small-scale
enterprise is a valuable function that can be performed by support organizations. In addition to the
United States, Colombia (looking towards a 1995 zero-duty Andean Pact), Western Europe and Jzpan are 
all appropriate target markets. 
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As discussed in the section on external constraints, the Government of Ecuador's controls, and
their complicated and costly procedures, together with the anti-export policy and exchange biases, have 
crippled MSE export growth incentiver.. A telling statistic in this regard is that the 1989 nonoil exports 
were 24.4 percent below those of 1979 in 1979 constant dollar values."0 Furthermore, while total 
Ecuadorean exports increased by 7.3 percent from 1988 to 1989 (Table 33), the manufactured portion
(in which primary MSE export potential lies) decreased by 8.2 percent (Table 32). 

EXPORT STRUCTURES FOR MICRO- AND
 
SMALL-SCALE ENTERPRISES
 

Given the external and internal constraints reviewed above, the opportunities for both micro- and 
small-scale enterprises to succeed are greater through joint and collaborative approaches than through
direct, individual, independent efforts. The main types of structures that could be used include: 

" Established exporters; 

• Contract supply; 

* Cooperatives; 

" Group companies; 

" Duty-free zones; 

• Individual companies. 

The most effective ways for micro-enterprises and small enterprises to participate in export trade
normally differ front each other. This is due to differences in sophistication of business culture,
differences in access to capital, and the informal structure of one versus the formal structure of the other. 

Micro-enterprise Export Approaches 

The channels and methods best suited for micro-enterprises include sales through established 
exporters or buyers, production on contract for established producers, export-oriented cooperatives, and 
sales through individual small-scale traders. 

"See footnote 3. 
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Established Exporters/Buyers 

Among the categories of products of interest in this study, handicrafts and other hand-crafted 
article- are the most common and viable category for direct and indirect micro-enterprise export
participation. Producers sell to both locally established firms and to buyers who come from abroad, the 
latter typically owners of gift shop businesses in the United States. An important part of this trade
involves the buyer taking the merchandise as accompanying air cargo. However, Central Bank insistence 
on having export forms and exchange restrictions stricly obeyed has limited expansien of this sales 
channel. 

Procedures (trdmites)and exchange controls also constrain Ecuador-based handicrafts exporters.
Since handicrafts shipments are typically small, repeat orders, motivation to invest in this trade goes down 
as the cost (in time and money) of regulation compliance go up, eating up the profit margins. 

Contract Supply 

The mechanism for this method is no different than for the supply of a given article or component
for domestic sale. However, the Ley de Maquila (Assembly Law) enacted in August 1990 may create 
opportunities for micro-entrepreneurs in designated second-level cities to supply by contract to new firms 
established in the Duty Free Zone to take advantage of piece work status. 

As duties become lower and more uniform, there should be increased opportunities to supply by
contract to non-DFZ concerns involved in export. For instance, a leather worker may contract to make 
the straps for sisal bags. 

Cooperatives 

Though, in theory, the cooperative structure may be appropriate for facilitating local sales and 
exports of handicrafts, in fact it does not have a history of success in Ecuador. Problems of favoritism
in purchasing, corruption in management, quality control, and order fulfillment have occurred frequently.
Cooperatives have mixed results in other respects as well: sales promotion of members' products has
generated internal competition for the cooperative's services. On the other hand, purchasing cooperatives
that buy and stock local and imported inputs allow members to buy retail quantities at wholesale prices.
For instance, leather workers in the town of Cotocachi are banding together for this exact purpose. 

Lack of acces by micro- and small-scale producers to imported inputs is both an export and an
internal trade constraint. Credit and organizational assistance to enterprises in this field will help increase 
their competitiveness in terms of price and quality for both international and domestic trade. 

Individual Commercial People 

Though Otovalefio indigenous people do occasionally fly to the United States to sell their wool 
sweaters and wall hangings, this practice is the exception rather than the rule. More micro-exporters
conduct their business at the borders with Colombia and Peru. Much of this trade is unaccounted for 
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statistically as it is contraband trade. It is hoped that the governments o.1 the Andean -act countries will
follow through on the steps required to bring about a duty free market by December 1995. Then this
illicit cross-border trade can become respectable export trade. Free trade will give a great boost to micro
-traders as there are many food, textile and basic manufacture items that can be marketed within the 
membr countries. 

Small Enterprise Export Approaches 

Because of relative scae advantages, small enterprises in the formal sector of the economy have 
more avenues than micro-enterprises in the informal sector through which to enter directly into export
trade. Among the more important of these alternatives are export groups, duty-free zones, and direct 
export as individual companies. 

Export Groups 

A woodworking products export group is operating in Quito with seven members, and is presently
exporting to Puerto Rico. The group receives organizational and logistical support from the Chamber 
of Small Industries of Pichincha (CAPEIPI). Despite many constraints, this group is forging ahead and 
can serve as a model for groups in such sectors as food processing, hat making, and metal working. 

The export group's mlajor constraints, and attempted solutions, include: 

" 	 TrnA . The cost of transport to San Juan is very high, $2,600 for a 40-foot container, 
versus $1,800 to Miami. The woodworkers, CAPEIPI and FEDEXPOR are lobbying for the 
Government to improve services for exporters. 

* 	 Input needs. Local procurement and import of inputs are both major constraints. In 
response, the woodworkers are starting a buying cooperative. By buying in quantity, they 
can obtain better prices on local inputs. For imports, they still face the licensing and advance 
deposit requirements. However, these contros should be phased out in coming months. 

* 	 Management. order be effective, the woodworkersIn to require experienced export 
management; however, none of the seven companies is big enougn to absorb the associated 
costs alone. Therefore, the companies have formed a limited company called CETRIMA for 
group marketing and export management. 

Duty Free Zones (Maquilas) and Piece Work 

Ecuador is a late-comer to Duty Free Zone (DFZ) assembly, which was pioneered in Ireland and
Mauritius and later introduced to the Americas in Mexico, the Dominican Republic and Costa Rica among
other places. The Ecuadorean law establishing DFZs was just passed in August, 1990. Related 
investment promotion has not taken off yet. To date DFZs have been established in Manta, Esmeraldas 
and on the Peruvian and Colombian borders. The law permits piece work ("obra cierta") and part-time
work, as well as temporary duty-free entry of all components for re-export as part of the assembled 
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product. In addition, the full force of the Labor Law is not applied. Specifically, the heavy severance 
pay provisions are absent. The part-time work provision is not limited to the DFZs but applies 
throughout the country. 

The cost and efficiency of Ecuadorean labor do not appear to present a particularly strong
comparative advantage vis-h-vis other Latin American countries, nor vis-A-vis Far Eastern countries such 
as China, Thailand and the Philippines. However, given the large reservoir of Ecuadorean labor with 
artisan skills, opportunities may well be found. Small businessmen may be linked through contracts with 
overseas companies interested in DFZ assembly in Ecuador. 

Individual Companies 

With the liberalizing shifts being promulgated in trade policy and the trade environment (including
export procedures and their associated costs), support to small companies with the product and 
management potential to succeed can yield very promising results. Firms with proven potential may
qualify for program assistance in marketing to neighboring countries and/or to the United States, Europe,
and Japan, if the owner/partner has the language-, cultural- and international trade expertise (see
Recommendations). 

RECOMMENDATIONS 

In view of the Government of Ecuador's imminent liberalization of trade and the Andean Pact 
commitment to free trade for 1995, the export environment panorama is likely to improve in the coming 
years. Therefore, new export assistance initiatives to support small enterprises would expand trade 
opportunities for this sector. 

Trade Policy 

* Continuation of trade liberalization, unification of exchange rates at free market value, and 
simplification and cost reduction of export procedures are all prerequisites for small enterprises 
to succeed in export. Sweeping away the maze of tariff and nontariff controls and sector-biased 
impositions will be the most important steps for stimulating small enterprise participation in 
export. Supporters of economic growth and a wide-based, vital export sector must not hesitate 
in the face of opposition if their objectives are to be achieved." 

"More detailed recommendations are contained in a separate report on policy constraints to micro
and small-scale enterprise development. Bruce Herrick, Gustavo Marquez, and Joseph Burke, Policy
Framework, Washington, D.C.: Development Alternatives, Inc., 1990. 
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Encourage Central Bank and Ministry of Finance officials to make an exception that would allow 
handicrafts up to a certain value (for instance, $10,000) to be exported directly from Quito or Guayaquil
airports, fulfilling only a minimum of export aid foreign exchange controls. However, this export
activity would be entered in official statistics, a process that occurs quite sporadically at the present time. 

Management 

• 	 Establish separate entry-level criteria for micro- and small enterprises to qualify for potential 
program support. 

Marketing 

* 	 Chart the comparative advantages of Ecuadorean small industries by category and product line (in
terms of current costs), given various projected tariff and nontariff changes, and suitability for 
involvement in DFZ assembly. 

* 	 Carry out specific market studies in the United States and Andean Pact countries (and EEC and 
Japan at a second stage) for those product categories in which Ecuadorean micro- and small-scale 
businesses seem to have an advantage. These studies should include CIF landed costs needed to 
compete and should work back to FOB Quito or Guayaquil prices that producers must meet to 
compete. Disseminate the information through mailings and discussions with the applicable
chambers of industry and commerce and their subsectoral interest groups. 

" Bring in samples of products upon which market studies are based to demonstrate quality/fashion
required for prices calculated. These samples may be displayed at cooperating chambers of 
industry and commerce with particular emphasis on the Crmaras de Pequefias Industrias and the 
C imaras Artesanales nationwide. 

* 	 Supply information on marketing channels in the United States, including industry gazette
subscriptions and contacts with regional wholesalers or retailers, particularly those whose supp!y
requirements may be within Ecuadorean small enterprise production capabilities. 

* Finance the test marketing in the United States of qualifying products of qualifying clients, to 
assess opportunities for a potential support program. (See Annex E for list of qualified market 
consultants.) 

" 	 Match up potential United States and European contract buyers and co-investors with likely 
Ecuadorean small business partners using the DFZ/Maquila mechanism. 

* 	 Sponsor client participation in appropriate United States and European trade shows. 

" 	 Discuss with Ecuatoriana Airlines and Transnave issues related to service, rates and direct 
destinations or ports of call for beneficiaries of export programs. This could be done in 



0 

133
 

conjunction with the targeting of secondary marketplaces, such as Atlanta and Houston -
depending on market investigation indications.'" 

Technical/Production 

" 	 Specifically for handicrafts: provide assistance on the design, production, and quality control of
inputs. One form this might take would be for the Peace Corps to assign volunteers to schedule 
and oversee production and delivery of orders to middlemen ---d exporters. 

* 	 Supply technical, production, and design assistance to clients with export potential, using experts
with current knowledge of foreign market requirements. 

Credit 

Integrate credit component for operating capital and expansion investment capital, or coordinate 
with separate program source. 

Training 

Training programs should be designed for needs of cohesive groups and include the following
elements in an integrated form at levels of sophistication appropriate to each group's status (see Training
section of this study for wider detail): 

" 	 Principles of export management: 

* Project goals;
 

" Organizational requirements;
 

" Costs/returns projections;
 

• Managing raw materials and inputs. 

" Marketing: 

" Matching markets and products; 

" Comparisons with the competition (in terms of quality, design, price, packaging, 
presentation, promotion); 

"Also 	see recommendations in the separate report on trade policy concerning interactions with the 
Government of Ecuador on state transporters' protection levels and the forecasting of carp" space needs. 
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" Distribution channels and price structures;
 

" Packing and labeling for air, sea, and road shipment;
 

" 
 Shipping (alternatives, costs, insurance, destinations, trans-shipments); 

* Effective communications;
 

" Adjustment policies.
 

" 	 Export Procedures: 

" Ecuadorean regulations (descriptions, approaches, time investments and costs); 

* Country-of-destination regulations and their fulfillment. 

" Technical/Production: 

" Raw materials and inputs; 

" Production techniques; 

" Quality control. 

" Credit and Finance: 

" Costing;
 

" Pricing;
 

" Financial projections;
 

* Credit 	needs, sources and applications. 

Project Framework 

The time is propitious for revived and redirected support by domestic and international 
development organizations to Ecuadorean micro- and small-scale enterprise in nontraditional, off-farm, 
off-wharf expor becau,e: 

Ecuador's liberalization of trade policy and simplification of export procedures will create more 
opportanities for entering and succeeding in the export sector, as the anti-export bias of current 
policies lessens and as imported inputs of competitive price and quality become available; 

0 



" 	 Government of Ecuador continuation of trade liberalization measures will be further encouraged
by export success and related employment generation, which will offset mounting imports of 
finished goods and deterioration of previously protected industries which lack adequate 
comparative advantages to thrive, or even survive; and 

" Success of the Bush America's Initiative and its long-term goal of a hemisphere-wide Free Trade 
Agreement is dependent in great part on progressive trade liberalization being advantageous to 
each country involved. 

" Noteworthy Ecuadorean associations that support SSEs and merit consideration for involvement 
in support activities include: the Cdmara de Pequefias Industrias de Pichincha (CAPEIPI), C 1mara 
de Pequefias Industrias de Guayas, Cdmara de Pequefias Industrias de Azuay, Cd1mara de Pequefias
Industrias de Tungurahua, the Federaci6n Nacional de la Pequefia Industria (FENAPI), and the 
Federaci6n de Exportadores (FEDEXPOR). 

" 	 Project support to small-scale producers should focus on the following activities: 

Improving product design and quality control, to improve marketability of 
products; 

* Improving production techniques and methods; 

* Increasing market contacts with potential buyers. 
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ANNEX E
 

SELECTED LIST OF U.S. MARKET CONSULTANTS
 

Business Trend Analysts. 2171 Jericho Turnpike, Conmack, NY 11725. (516) 462-5454. 

Find/SVP. 625 Avenue of the Americas, New York, NY 10011. (800) 346-3787. 

Market-Opinion-Research. 550 Washington Blvd., Detroit, MI 48226. (313) 963-2414. 

Will-mark Research Corporation. 561 Westchester Avenue, Rye, NY 10580. (914) 937-3200. 

Geogetown Venture/Trading Co. P.O. Box 21662, Washington, DC 20009. (202) 462-8469. 

TREICO. 93 Willets Drive, Syosset, NY 11791. (516) 496-8740. 

International Technology Investment, Ltd. 131 Rollins Avenue, Rockville, MD 20852. (301) 984-9500. 

Interworld Marketing Inc. 7720 Wisconsin Avenue, Bethesda, MD. (301) 951-0798. 

IMCC. 1601 North Kent Street, Suite 904, Arlington, VA 22209. (703) 524-2600.
 

IPAC. 450 5th Street, N.W., 10th Floor, Washington, DC 20001. (202) 626-1300.
 

The Americas Group. 3 Bethesda Metro Center, Suite 700, Bethesda, MD 20814. (301) 493-5323.
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LIST OF INTERVIEWS 

Banco La Previsora
 
Juan Gortaire
 

Cd1mara de la Pequefia Industria de Pichincha (CAPEIPI) 
Herndn Carrera 
Daniel Hinojosa 

Cdrmara de la Pequefia Industria del Guayas (CAPIG) 
Martha Aguirre 
Enrique Calder6n 
Lily Cevallos 
Gerardo Larrea 
Mauricio Pizarro 
Cdsar Rodrfguez 
Jos6 Suscal 

Cdimara de la Pequefia Industria de Tungurahua (CAPIT) 
Walter L6pez 
Marco Mayorga 
Josd Moya 
Patricio Navarrete 
Enza Saraste de Arias 

Cftmara de la Pequefia Industria del Azuay 
Gerardo Arevalo 

Cftmara de Artesanos de Pichincha 
Hernn Mena 

C1mara de Artesanos de Tungurahua 
Jenny Kattan 

CARE Internacional 
Louis Aiexander 

Centro de Estudios Regionales de Guayaquil (CER-G) 
Paul Velasco 

Centro Nacional de la Pequefia Industria y Artesanfa (CENAPIA) 
Edgar Guevara 
Gonzalo Herrero 
Angela Pazmifio 
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CIPEP 
Rafael Andrade 

Federaci6n Nacional de Comerciantes Minoristas del Ecuador (FENACOMI) 
Angel Alvarez 
Luis Erazo 
Josd Yanez 

Fundaci6n Austral de la Microempresa (FADEMI) 
Fernando Pozo 
Herndn Toral 

Fundaci6n Guayaquil 
Luis Orellana 

instituto de Estrategias Agropecuarias (IDEA) 
Neptali Bonifaz 
Edmundo Brown 
Hugo Ramos 
Pablo de ia Torre 

Instituto de Investigaciones Socio-Econ6micas y Tecnol6gicas (INSOTEC) 
Fernando Fern.ndez 
Isabel Murillo 
Luis Bonilla 
Jorge Epiza 
Jorge Grijalva 
Wimper Nissagran 
Jenny Pdrez 

International Executive Service Corps (IESC) 
Aldo B. Sparzani 
Carmen Tobar de Carpio 

Ministerio de Bienestar Social 
Tatiana Cisneros 

USAID/Ecuador 
David Alverson 
Maruska de Burbano 
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Others 
Humberto Balarezo 
Marcela Blacio 
Lucfa Carri6n 
Milton Gonzdlez 
Gonzalo Larrea 
Jenny Valencia 
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ADEMEC: 
AICO: 
AID: 
AITEC: 
AME: 
ANDE: 
BCE: 
BEDE 
BID: 
BNF: 
CARE: 
CAPEIPI: 
CECIM: 
CEBCA: 
CEDECO: 
CEDIME: 
CEDOC: 
CEDOIN: 
CENAPIA: 
CENDES: 
CEPAL: 
CEPAM: 
CEPLAES: 
CEPSE: 
CEPESIU: 
CER-G: 
CFN: 
CIDAP: 
CIDEM: 
CIDER: 
CIE: 
CIEDC: 
CIEDLA: 
CIESE: 
CIPTE: 
CISE: 
CITA: 
CLADES: 
CLAT: 
CONADE: 
CONAUPE: 
CONANPYMI: 

APPENDIX B 

LIST OF ACRONYMS 

Apoyo al Desarrollo de la Microempresa Ecuatoriana -INSOTEC-

Asociaci6n Iberoamericana de Cmaras de Comercio.
 
Agency for International Development.
 
Acci6n Internacional T6cnica.
 
Accion de Mujeres Ecuatorianas.
 
Asociaci6n Nacional de Empresarios.
 
Banco Central del Ecuador.
 
Banco Ecuatoriano de Desarrollo
 
Banco Inte,'qmericano de Desarrollo.
 
Banco Nacional de Fomento.
 
Cooperative for American Relief Everywhere.
 
Cimara de Pequefios Industriales de Pichincha.
 
Comisi6n Interamericana de Mujeres Ecuador.
 
Comisi6n Ecuatoriana de Bienes de Capital.
 
Corporaci6n Ecuatoriana para el Desarrollo de la Comunicaci6n.
 
Centro de Documentaci6n e lnformacifn de los Movimientos Sociales del Ecuador.
 
Central Ecuatoriana de Organizaciones Clasistas.
 
Centro de Documentaci6n e Informacifn -INSOTEC-

Centro Nacional de la Pequefia Industria y Artesanfa.
 
Centro de Desarrollo Industrial.
 
Comisi6n Econ6mica para America Latina y el Caribe.
 
Centro Ecuatoriano para la Promoci6n y Acci6n de la Mujer.
 
Centro de Planificaci6n y Estudios Sociales.
 
Centro Empresarial de Perfeccionamiento Socio-Econdmico.
 
Centro de Promoci6n y Empleo para el Sector Informal Urbano.
 
Centro de Estudios Regionales del Guayas.
 
Corporaci6n Financiera Nacional.
 
Centro Interamericano de Artesanfas y Artes Populares.
 
Compafifa Ecuatoriana de Investigaci6n de Mercados.
 
Centro l terdiciplinario de Estudios Regionales de la Universidad de los Andes.
 
Centro de Investigaciones Econ6micas.
 
Centro de In'estigaciones Educativas y Culturales -INSOTEC-

Centro Interdisciplinario de Estudios sobre el Desarrollo Latinoamericano.
 
Centro de Investigaciones y Estudios Socioecon6micos.
 
Centro de Investigaci6n Planificaci6n y Tecnologfa Educativa.
 
Cuerpo Internacional de Servicios Ejecutivos.
 
Centro de Investigaci6n y Tecnologfas Adecuadas.
 
Centro Latinoamericano de Documentaci6n Econ6mica y Social.
 
Confederaci6n Latinoamericana de Trabajadores.
 
Consejo Nacional de Desarrollo.
 
Corporaci6n Nacional de Apoyo a las Unidades Populares Econ6micas.
 
Confederaci6n Andina de la PYMI.
 

,f 



CRS: 
CYTED: 
ESPOL: 
FEE: 
FED: 
FEDEXPORT: 
FENAPI: 
FESO: 
FIAD: 
FODERUMA: 
FONAPRE: 
FOPIAL: 

FUNDAGRO: 
FUNDES: 
FUNDESCOL: 
FUNQUEVEDO: 
ICI: 
IDAMPEI: 

IDEA: 
IIE.UCG: 
ILDIS: 
INDDA: 
INEDES: 
INEM: 
INEN: 
INFOLAC: 

INSOTEC: 
INTI: 
KAS: 
MAG: 
MAS: 
MEC: 
MICIP: 
OCEPA: 
OEA: 
OIT: 
OLADE: 
ONUDI: 
OSCUS: 

SAIT: 
SECAP: 
SENA: 
SERCOTEC: 
UNESCO: 
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Catholic Relief Services. 
Ciencia y Tecnolugfa para el Desarrollo. 
Escuela Polit6cnica del Litoral. 
Fundaci6n Eugenio Espejo. 
Fundaci6n Ecuatoriana de Desarrollo. 
Federaci6n Ecuatoriana de Industrias Exportadoras. 
Federaci6n Nacional de Clmaras de Pequefios Industriales. 
Fundaci6n Ecuatoriana de Estudios Sociales. 
Fundaci6n de Investigaci6n Acci6n para el Desarrollo. 
Fondo de Desarrollo Rural Marginal. 
Fondo Nacional de Preinversi6n. 
Programa de Fomento a la Pequefia y Mediana Industria en Amdrica Latina -
INSOTEC-. 
Fundaci6n para el Desarrollo Agropecuario. 
Fundaci6n de Desarrollo Econ6mico y Social. 
Fundaci6n para el Desarrollo de Santo Domingo de los Colorados. 
Fundaci6n Quevedo. 
Instituto de Cooperaci6n Iberoamericana. 
Pi-ograma de Apoyo a la P ,quefia y Mediana Empresa Industrial. 
Instituto de Estrategias Agropecuarias. 
Instituto de Investigaciones Econ6micas. Universidad Cat6lica de Guayaquil. 
Instituto Latinoamericano de Investigaciones Sociales. 
Instituto Nacional de Desarrollo Agroindustrial. 
Instituto Ecuatoriano para el Desarrollo Social. 
Instituto Nacional de Empleo. 
Instituto Nacional de Normalizaci6n. 
Programa Regional para el Fortalecimiento de la Cooperaci6n entre Redes y
 
Sistemas Nacionales de Informaci6n para America Latina y el Caribe.
 
Instituto de Investigaciones Socio-Econ6micas y Tecnol6gicas
 
Instituto Nacional de Tecnologfa Industrial.
 
Fundaci6n Konrad Adenauer.
 
Ministerio de Agricultura y Ganaderfa.
 
Movimiento Acci6n Social. 
Ministerio de Educaci6n y Cultura. 
Ministerio de Industrias, Comercio, Integraci6n y Pesca. 
Oficina de Comercializacidn y Exportaci6n de Producciones Artesanales. 
Organizaci6n de los Estados Americanos. 
Organizaci6n Internacional del Trabajo. 
Organizaci6n Latinoamericana de Energfa. 
Organizaci6n de las Naciones Unidas para el Desarrollo Industrial. 
Obra Social y Cultura Sopena. Ministerio de Industrias. Departanento de 
Promzci6n de Exportaciones. 
Sistema Andino de Informaci6n Tecnol6gica. 
Servicio de Capacitaci6n Profesional. 
Servicio Nacional de Aprendizaje. 
Servicio de Cooperaci6n Ttcnica. 
Fondo de las Naciones Unidas para la Educaci6n y Cultura. 
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UNEPROM: Unidad Ejecutora del Programa de Microempresas.
 
UNICEF: Fondo de las Naciones Unidas para la Infancia.
 
UNIFEM: Fondo de Desarro!!o d, ias Naciones Unidas para la Mujer.
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APPENDIX C 

SURVEY INSTRUMENT 



__ 
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ENCUESTA 	DE MICROEMPRESARIOS 
EN ECUADOR 

Nfmero de Boleta
 

A. IDENTIFICACION DEL CUESTIONARIO
 

_Fecha 
 de la Entrevista
 

2 
 N~mero del Encuestador; 
Nombre
 

Nombre del supervisor
 

3 
 Beneficiario de un programa para microempresarios _ (1), o no (2)
 

(ncaso dig ser beneficiario"zycon cu~l programa?) 
4 (1) INSOTEC-AID (12) BCO. PACIFICO 
 (23) HUANCAVALICA
 

(2) INSOTEC-OTRO (13) 
FUND. GUAYAQUIL (24) ROCAFUERTE

(3) CIPE? (14) IGLESIA CATOLICA (25) FUMICRO

(4) FUNQUEVEDO (15) CFN 
 (26) UNIV. CATOLICA

(5) FUNDESCOL (16) CEPESIU-CTE (27) FUNDAUSTRO
 
(6) PED (17) BNF 	 (28) CENAPIA
(7) CONAUPE-ONGs (18) FUNEC/CREA/SECAP (29) FADEMI

(8) FEE 	 (19) BCO. POPULAR (30) FUN'ESA

(9) UNEPROM 
 (20) CORFE 	 (31) FUNDIEMPRESA


(10) FUNHABIT (21) SIMON BOLIVAR 
 (99) NO DATA

(11) FUND. AUSTRAL (22) QUITUS
 

B. DATOS DEMOGRAPICOS
 
Localidad: Quito (1), Guayaquil (2), Manta 
 (3), Portoviejo (4),
Santo Domingo (, Esmeraldas (6), Quevedo _(7), Cuenca (-?),
Ambato _(9),--OEro _(10), 
 _ __ _'_ __ 

2 Cargo especifico que lleva en la empresa: Duefio (1); Socio (2); Gerente
 
-(3,); OtrO (4), ....... ____. (NotaF~caso de de-rnticro 0pequenqA eape7sloa. ftXV.Ba8 dufo so-cios principalesa.aoaledaden; an6nma so puede entravistaz al gozente. 5i no tiene 

En 
estaJ 

3 Edad (afios) 	 4 Sexo: hombre _(1); mujer (2).
 

5 
 Estado Civil: Soltero(a) (1); Casado(a) __(2); Union Libre __(3);
Viudo(a) _(4); Divorciado-(a) _(5); Otro 
 -(7),

6 Nivel de educaci6n formal alcanzado (Eoa 
 e.?:idve1 m4ia alto): No tne 

ninguna educacion formal __(0); Algo de primaria ... 1); Primaria (2);Escuela t6cnica 1 (3); Algo de secundaria (4); Secundaria (5)T Algo de
universidad __(6; Titulo universitario -*7)
 

7 
 ZCufntas personas viven normalmente (la mayor parte del afio) 
en la casa.
 

a 
 Es usted jefe de familia? si _(1); no __(2).
 

9 
 eCufntas personas dependen econ6micamente de usted?
 

10 
 ZEs usted socio de un gremio o asociaci6n relacionado con su negocio?Si __ (1); no __(2). ZCu~l? 



__ 
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_ ZEs usted socio de una cooperativa? si __(1); no (2). 

(E ao eo :... usacoe~va,: ,.... .... .. ...... .. . ........ SOr SoCi.. o : : : . . . .... _. pregwatee:
. . . . . . .	 . . .. . : 

12 Esta cooperativa se relaciona de alguna forma con su negocio, 
como una cooperativa de artesanos, o de produccifn, o de mercadeo?
 
s __(I), no _(2)
 

C. NATURALEZA DE LA EMPRESA
 

zA qu6 se dedica en este negocio?
 

(Mta______ .1oi~ceatadr~ ecojaI aificai6': quo mejo'r correzpcmda a2entrevistado, Si produce 20que vende en productor.) Sector econ6mico
principal: Industria/productor .... (1); Agropecuario/productor (2);

Servicio _ (3); Comercio _(4);-otro (5), 

aIcreoustador del, caliciar 4 egoco segn2_(4 la descripci6n m ad quada.De no poder deidlr, escriba exactamente lo que hace el entrevistado para queel supervisor puede tomar una decini6n.). Clasificaci6n por sector econ6mico:-
(1) Productos alimenticios, 
 (11) Joyeria
comidas y bebidas (12) Artesania en general

(2) Textiles, ropa

(3) Zapatos, articulos de cuero (13) Servicio de comida

(4) Carpinteria, ebanisteria (14) Peluqueria/Salon de Belleza
 
(5) Productos de papel 	 (15) Reparaciones

(6) Productos quimicos

(7) Productos no-met~licos 	 (16) Tienda

(8) Metales Basicos 	 (17) Vendedor de mercado

(9) Metal MecAnica 	 (18) Vendedor ambulante
 

(10) 	Tapiceria
 
(19) 	Agricultura/cria de animales
 

(20) 	Otro,
 

:(P.ciateir o del encueatado El local de este negocio esth ubicado: 
(1).n o junto a la casa del duefio 
(2) En un local dedicado exclusivamente al negocio

(3) En un puesto permanente o semi-permanente en la calle o mercado
 
(4) Ambulante en la calle
 

____ 	 zQud tipo de empresa tiene? Duefio, por si solo "-(1); duefio, junto con el conyuge u otro pariente (2); dueflo, con socios no familiares __(3); o 
sociedad an6nima _ (4)
 

5 	 En el 
caso 	de tener socios, ZCuAntos socios tiene?
 
6 	 ZEn que afio se inici6 esta empresa (o negocio)? 

7 
 lEste negocio ya existia antes __(1), o fue usted mismo quien lo fund6
 
(2)?
 

_En 
 qu6 trabajaba usted antes de iniciar este negocio?

(1) No trabajaba, primer negocio

(2) Desempleado

(3) Trabajos domesticos
 
(4) Trabajo familiar, con o sin remuneraci6n
 
(5) Trbajo particular

(6) Trabajos a jornal

(7) Trabajo remunerado en otro compafiia o negocio

(8) Tenia otro negocio personal

'9) Otro:
 

ZCu~l fue su motivo principal en iniciar este negocio?

(1) Queria ser independiente
 
(2) Oportunidad de ganar m~s
 
(3) Continu6 un negocio familiar
 
(4) No podia conseguir un empleo remunerado
 
(5) No tuvo mAs remedio
 
(6) Le ofrecia mejores oportunidades

(7) Continu6 en negocio familiar
 
(8) Otro:
 

\ 



___ 
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D. EMPLEO
 

jEI trabajo en este negocio es permanente durante todo el afio _(1), 
o se
 
concentra en alguna 6poca especifica _ (2)?
 

2 	 ISe dedica usted exclusivamente a trabajar en este negocio (empresa) __(1), 0 
se dedica tambi~n a otros trabajos o actividades rentables (2)?
 

Dis doeii otiau Actjvldadik, ' 61te.o 
3 1A 	cu~l otra actividad se dedica? 

(0) NA 	 (1) Otro negocio

(2) Trabajo remunerado (3) Trabajos ocasionales
 
(4) Agricultura 
 (5) Otro;
 

4 ZCudl de estas le proporciona mA ingresos durante el afto?
 
(0) VA 	 (1) La empresa

(2) Trabajo en otro negocio (3) Trabajos remunerados
 
(4) Trabajos ocasionales (5) La agricultura

(6) Otro;
 

(Ha7. c aso de que el entreviatado s decdqUe tambi~n a otra
 
actI.vidad, expliquele qua esta entreViSta 
solo 	abarcan qua
tzaajo ell eOIta-MiCrO-eDMpzea .) 

5 
 Cuando usted inici6 este negocio, Icufntas personas (incluyendose usted)

trabajaban en 61?
 

(1) Solo el entrevistado
 
(2) El entrevistado y 1 persona mde
 
(3) El entrevistado y 2 o 3 personas mds
 
(4) El entrevistado y 4 o 5 personas mde
 
(5) El entrevistado y 6 a 9 personas mAs
 
(6) El entrevistado y 10 o mde personas
 

6 Trabaja usted ahora por si solo(a) (1), o trabajan otras personas consigo
 
(2)?.. (Suglin pos!bUdades, tales, colmon espaso,'. 	 y*8jsot

0 ras peto~so no-famill qre) 	 prwts 
$i :dice que *no trab,, jan" otrau peraonas, Paso a I'a sedazon -H. A&O 

. trasperoonan an &I,•negoc.o. ale la .... 

D.1. 	Empleo Familiar
 

7Trabaja o ayuda su esposo (esposa o c6nyuge) en las actividades

de este negocio, o en forma permanente o parcial? NA _ (0), si
 
__(1), no __(2).
 

Bt-iowaCuAles 

:(Lad.Luie tadoE Ion quo apllcan).
 
(SI 	 "AXoWpuaw 04 cargas o funciones desempefia? 

........
V Ninguna 
Participa en la elaboraci6n del producto 

10 Compra de materia prima 

-12 
" Vende o mercadea el productoMantiene la contabilidad
 

-13 
 Cuida el taller (tienda, puesto, etc.)
"' Otro (especificar)
 

I w. iiiisii la respest ea ZEste trabajo o ayuda de su 
c6nyuge es permanente. (1), parcial _(2), o por tempor
ada _(3). 



-- 
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zTrabaja o ayuda alguno de sue hijos en las actividades de este
 
negocio, o en forma permanente o parcial? NA (0), si __(1), no
_(2). 

la respuesta sBIjI 	 e I, quo algdn n!ib ayuda)' zCu~les cargas ofunciones disempefia? * (Intiqu.todo loso ihJoque 	aplainJ. 
'~Ninguna.....--.'....
 

-- l Compra de materia prima
19Participa en la elaboraci6n del producto
 

- Vende o mercadea el producto
 
-- Mantiene la contabilidad
 

-- Cuida el taller (tienda, puesto, etc.)
SOtro (especificar)
 
24 tamb.1", &aL)a .ropuesta es .- Ia:'O) jEste trabajo es 

permanente (), parcial, como cuando no tienc. que

asistir a la-e'scuela _(2), o por temporada _(3).
 

D.2. 	Empleo No-Familiar
 
2S ZEn esta empresa trabajan tambi~n personas ajenas a la familia?
 

Si _(1); no _(2).
 

8di1Ala reipas&tA GB 't Lj, jonsg '1o ziguienteB datos 'i Jla .............. I. . . .... ..........I :.........XOSPUesta Oo Ono' Patme a:.AC1Jaeccio K.: .. . .. . . .. ... ..... . .... ... ....... ...... .... .
* 

Nimero que trabaja:

A Tiempo Completo A Tiempo Parcial o Ocasional
 

6 Hombres Hombres 
-2' Mujeres Mujeres 

~ Dir1a usted que es facil __(1) o dificil (2) conseguir mano
 
de obra calificada?
 

En total, incluyendose a usted y sue 
familiares y tambi6n trabajadores no-familiares,

ZCu~ntas personas trabajan a tiempo completo en este negocio actualmente?
 

" Hombres
 
,2Mujeres
 

Y Zm~s 	o menos cuantas personas, incluyendose a usted y sue familiares y tambi~n
trabajadores no-familiares, trabajan a tiempo parcial o en epocas especiales o cuando
 
hay mucho trabajo?
 

Mujeres
 

35 
 ZPuede estimar cufnto paga normalmente en total cada mes en sueldos o jornales
 
a sus empleados? sucres
 

E. ACTIVOS
 
I 	 Este local donde trabaja, zEs de su propiedad _(1), es alquilado o arrendado
 

(2), o solo se utiliza sin costo (3).
 
2 eAproximadamente cuhnto valen los activos que tiene invertido en el negocio,
 

si, por ejemplo tuviera que venderlos, cu&nto valdrian?
 

Valor del edificio, almacen, etc.
 
Muebles
 
Herramienta y equipos
 
Vehiculo
 
Inventario
 
Otro
 
Total (en sucres)
 

maliimo (5). 
 ..
 



___ 
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F. INSUMOS (MATERIA PRIMA)
 

4 
 jES fdcil __(I) o dificil __(2) conseguir la materia prima que necesita?
 

_La 
 mayor parte de la materia prima que utiliza en su negocio zEs:
 
Local, nacional 
 (1); importada legalmente _ (2); de contrabando _ (3);

N/A (0).
 
.... iione matoriai pr'ma i pup$rt.4iit1eo En cuanto a materia prima 
importada, zIque porcentaje del costo de.a 
materia prima corresponde a tarifas
 
de importaci6n?
 

(0) No sabe
 
(1) No es aplicable, no importa materias primas

(2) 0 a 20%
 
(3) 21 al 40%
 
(4) 41 al 60%
 
(5) 61 al 80%
 
(6) Mas de 80%
 

_Se haya en el pais?
puede importar materias primas en caso de que no 

(0) No Sabe
 
(1) Si, es posible
 
(2) No, es dificil
 
(3) No es aplicable
 

S La materia prima que usted u*iliza para elaborar su producto es suya (1)
 
o comprada de otros (2)?
 

_zC6mo 
 considera usted la calidad de la materia prima que utiliza? 
No aplica,
la suministra el cliente 
 (0); No Babe, no opina (1); Buena _ (2);

Regular _(3); Mala __(-.
 

G. PRODUCCION VENTAS v MERCADEO
 

_ C6mo han sido las ventas durante este afio (1990) comparado con las del aio
 
pasado (1989)?
 

(0) NA, reci~n creada
 
(1) No opina, no sabe
 
(2) Han aumentado mucho
 
(3) Han aumentado un poco

(4) No ha habido cambio
 
(5) Han disminuido un poco
 
(6) Han disminuido mucho
 

2 jC6mo est~n SUB ventas en relaci6n con 
otras personas de esta localidad?
 
(ft:qUIXAD hapy' que wodiar..anpaiabrau poco parawa mbha 

.. (.....
No eabe
 
(1) Soy el Gnico productor (vendedor) de este tipo en esta localidad
 
(2) Vendo me que cualquier otro negocio del mismo tipo en esta localidad

(3) Vendo igual que lo demde negocioe de este tipo en la localidad
 
(4) Vendo menos que lo demos negocioe de este tipo en la localidad
 

Las ventas de eu negocio, Ison mds o menos constantes durante todo el afio, 
o

varian bastante de mes a mes o seg6n la temporada?
 

(1) Constantes
 
(2) Varian
 

j "sguo-e o& a5) 

4En que meses son m~s altas las ventas?
 

Y Zen que meses son mis bajas las ventae?
 



6 
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2 


3 
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4 IY qud hace usted en las 6pocas de ventas bajas?
 
(0) No sabe
 
(1) Prepara productos para la venta
 
(2) Mercadea o hace promoci6n
 
(3) Produce otro articulo
 
(4) Trabaja para otra persona o compahia
 
(5) Tiene otro negocio

(6) No tiene trabajo

(7) Otro
 

_Cu~nto 
 estima que es su promedio menuual do ventas?
 
sucres
 

ICu~l fue el monto tota'. de sue ventas durante el afio pasado
 
(1989)?
 

eExiste buen mercado aqui para sus productos o servicios?. Es decir, Ipodria
vender mcs si tuviera mds producci6n o producto? zCudl de las siguientes

frases describe mejor sus posibilidades?


(1) Podria vender mucho mds si tuviera m&s producto

(2) Quizas podria vender un poco mfs, pero no mucho
 
(3) Creo que no podria vender mAs, el mercado es limitado
 

IQui6n es el principal comprador de sus productos?
 

(1) Pblico
 
(2) Minoristas
 
(3) Mayoristac

(4) Otra empresa o negocio, bajo contrato
 
(5) Gobierno
 
(6) Instituciones
 
(7) Exportadores

(8) Otro
 

cul egunda,ed aIa": do Uino do estosfidi; "Ca Ba y* has4t a rae6ra,par-ordenz do importanca)
9 ....

Segunda

10 Tercera
 

zParticipa su empresa en una forma directa o indirecta en 
la exportaci6n? jEn

qu6 forma?
 

(0) No Sabe
 
(1) No, ninguna relaci6n con la exportaci6n

(2) Exporta directamente, o por medio de su cooperativa o asociaci6n

(3) Vende servicios a otras empresas que exportan

(4) Produce matsria prima que se utilize en productos destinados a la
 

exportaci6n

(5) Otro:
 

zTiene usted alguna idea de como se podria hacer factible la exportaci6n de
 
sue productos?


(1) No, no es 
factible porque el producto suyo no es exportable

(2) No, no tiene ninguna idea de como se podria hacer factible aunque


tiene productos que podrian venderse
 
(3) Si, vender a otros productores un producto terminado
 
(4) Si, sub-contratos con 
firmas m~s grandes para producir componentes de
 

productos para ensamblar
 
(5) Otro:
 

JCIAl 
es el factor que m~s le restringe en el campo de las exportaciones?
 
(0) No Aplicable
 
(1) Falta de informaci6n sobre posibilidades

(2) Falta de cr~dito para expandir

(3) Falta de administraci6n gerencial

(4) Falta de operaci6n o producci6n

(5) Burocracia u otro impedimiento similar
 
(6) Calidad del producto

(7) Otro:
 

\I)
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14 	 ZHay compafiias que compran productos como loa suyos bajo contrato, o para
 

reventa o para usar en su 
propia producci6n? si __(1); no __(2).
 

fc~a& quo 81, p*roaiga con la ziguioe pzgutap;4 ice quo no, pase a la
pAregrmta NO. 117) 

1 Tiene contractos para vender a estas empresas? 
 (1); no
 
(2). A.i ideoqu no, px*gnteze
 

16 ZPor qu6 no? 
(1) No Sabe
 
(2) No tiene contactos
 
(3) Calidad del producto

(4) No puede producir suficiente
 
(5) Hay mucha competencia

(6) Otro
 

17 	 ZTiene problemas en vender todo lo que produce? Si 
 (1); 	no __(2).
 

JI 	 "espon'dequoaaar Pregdnteol 
-Cufl es el factor principal que le impide vender mds?
 
(0) No sabe
 
(1) Falta de demanda
 
(2) Mucha Competencia
 
(3) Costo del producto
 
(4) Problemas de Calidad
 
(5) NO sabe como venderlo
 
(6) Otro
 

19 	 lExiste mucha (1), 
o poca _ (2) competencia en la venta de suB productos?
 

_ _Con qui~n(es) compite principalmente?

(1) 	Grandes empresas nacionales
 
(2) 	Pequefios productores y vendedores locales
 
(3) 	Importadores legitimos
 
(4) 	Contrabandistas
 
(5) 	 Otro
 

' Le afecta mucho el contrabando? Mucho (1), Regular _(2), Poco _(3),
Nada __(4), No Sabe (5). 

_Tiene 
 Ud. un plan de mercadec?
 
(1) No es aplicable
 
(2) No, no tiene plan d.e mercadeo
 
(3) Si, plan muy informal y no escrito
 
(4) Si, un plan de mercadeo elaborado
 

_3 ZC6mo determina el precio de suB productos o servicio?
 
(0) No sabe
 
(1) No es aplicable

(2) Precio fijado por el gobierno

(3) Todos venden al mismo precio

(4) Precios de acuerdo con el mercado y la competencia

(5) Por el costo del producto mfs ganancia deseada

(6) Otro
 

_C6mo 
 promociona su producto?
 
(0) No sabe
 
(1) No hace promoci6n
 
(2) Vendo pero no hay promoci6n formal; no hay promoci6n

(3) Promoci6n informal en la comunidad; clientes "corren la voz"
 
(4) Promoci6n informal (r6tulos, etc.)

(5) Promoci6n formal (peri6dicos, radio)

(6) Promoci6n mediante un contrato
 
(7) Otro
 

25 	 ZQui~n se 
encarga de la venta, mercadeo, transporte, y comercializ =i6n?

(0) 	No Babe
 
(1) El entrevistado hace todo
 
(2) El c6nyuge hace estas tareas
 
(3) Un empleado especifico se encarga

(4) Varias personas lo hacen, no hay tarea especifica
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Qu& es 
lo que m~s necesita para poder producir m~s (o para tener m&s producto)? (Acoepta
...
...........
haata tres respuest"0. so IiMPartante xant enr1 aide d6 mota~ i. 
6 Primera (1) Cr6dito para capital de trabajo

.: Segunda (2) Cr~dito para activos fijos


Tercera (3) MAs equipo

(4) M~s espacio
 
(5) Mejor acceso a materia prima

(6) M~s mano de obra
 
(7) Ayuda para mejorar la t~cnica
 
(8) Capacitaci6n

(9) Asesoria o asistencia tdcnica


(10) Otro:
 

H. INGRESOS Y UTILIDADES
 

ZC6mo compara los ingresos que recibi6 de la empresa durante este aflo 
(1990)
con los obtenidos en el afio pasado (1989)? 
Diria usted que eran: Mucho
 
mayores (1); inayorea mAs o menos igual __(3); menores (4);
_(2); 


mucho menores (5), NA, por ser nuevo (0).
 

(S 410cquo ezan Mayozon o eoepeg0t.e 

2 jEn qu6 porcentajp?
 

3_ jC6mo considera lo que usted gana en su negocio en relaci6n al trabajo o
esfuerzo que hace? No sabe _ (0); Es poco _ (1); Es justo __(2); Es mucho 
__(3). 

4 jCree usted que este negocio le da mejores (1) o peores _ (2) ingresos de 
lo que podria ganar en un puesto remuneradoT

5_ZEsta operando actualmente con ganancia (1) o perdida _ (2)?
 
6 M&s o menos curles son las ganancias o perdidas promedio de esta empresa?
 

sucres por mee.
 

7_ C6mo compara las utilidades durante 1990 con las obtenidas en el 1989? Diria
usted que eran: 
NA, nueva empresa _(0); Mucho mayoree _ (l); Mayores

(2); mds o menos igual _(3); menores _(4); mucho menores _(5), No
 

sae/no responde __(6).
 

(S..ic I...PAyzo,i eo 64re .re"4tl): 
zEn qu6 porcentaje?
 

I. PERCEPCION DE PROBLEMAS
 
_Cu&1 
 es el mayor problema que confronta eu negocio -- el problema que mis le 
impide realizar..............sus metas.............................con la empresa?..................(Npa.: eata reapu.....ta qu. e
( ze ~ ' ........... ue......n.......;.se
 

ZLP afecta mucho a eu negocio el tipo de cambio? zDiria usted que:
 
(0) No Sabe
 
(1) Perjudica mucho
 
(2) Perjudica un poco

(3) Realmente no afecta, o no sabe
 
(4) Ayuda un poco

(5) Ayuda mucho
 

2 



__ 

3 


4 


5 


6 

9 


10 
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;,Le afecta mucho a su negocio las tasas de interns? IDiria usted que:

(0) No Sabe
 
(1) Perjudican mucho
 
(2) Perjudican un poco

(3) Realmente no afecta, o no sabe
 
(4) Ayudan un poco
 
(5) Ayudan mucho
 

ITiene problemas en conseguir materia prima? zDiria usted que:

(0) No Sabe
 
(1) Es problema sumamente grave

(2) Es problema bastante serio
 
(3) Es problema poco serio
 
(4) Realmente no importa

(5) NA
 

ZLe afecta mucho a su negocio el c6digo laboral? IDiria usted que:
 
(0) No Sabe
 
(1) Perjudica mucho
 
(2) Perjudica un poco

(3) Realmente no afecta
 
(4) Ayuda un pocc 
(5) Ayuda mucho
 
(6) No lo conoce
 

ZTiene problemas con el transporte? Diria usted que:
 
(0) No Sabe
 
(1) Es problema stvmamente grave

(2) Es problema bautante serio
 
(3) Es problema poco serio
 
(4) Realmente no es problema
 

ZLe afectan mucho a su negocio las restricciones aue pesan sobre las
 
importaciones? IDirS.a usted que:
 

(1) Perjudica mucho
 
(2) Perjudica un poco

(3) Realmente no afecta
 
(4) Ayuda un poco
 
(5) Ayuda mucho
 
(6) No las conoce
 

zTiene usted dificultad para consequir divisas para compra de materia prima o
 
mercaderia? IDiria usted que:
 

(0) No Sabe
 
(1) No se aplica, no necesita divisas
 
(2) Eu problema sumamente grave
 
(3) Es p ',>blema bastante serio
 
(4) Es problema poco se:-io
 
(5) Realmente no es problema
 

jLe afectan mucho a su negocio los trdmites administrativos que usted tiene
 que hacer para cosas tales como 
pagar cuentas, consoguir licencias, pagar
cargos, asentamientos u otros impuestos, etc.? 
 ZDirla que:

(0) No Sabe
 
(1) Es problema sumamente grave
 
(2) Es pr.blema bastante serio
 
(3) Es problema poco serio
 
(4) Realmente no es problema

(5) No aplicable
 

Tiene algun problema en consequir los permisos necesarios? ZDiria usted que:
 
(0) No Sabe
 
(1) Es problema sumamente grave

(2) Es ptoblema bastante serio
 
(3) Es problema poco serio
 
(4) Realmente no es problema
 
(5) No aplicable
 

j£Le afecta mubho a su 
negocio el sistema de impuestoi? zDiria usted que:

(1) Es proolema sumamente grave

(2) Es problema bastante serio
 
(3) Es problema poco serio
 
(4) Realmente no es problema

(5) No paga impuestos, no lou conoce
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Reconociendo que los impuestos 
son un mal necesario, jcre6 usted que el actual
 
sistema tributaria es justo? Si (1); no __(2); no opina 
_ (3).
 

ITiene usted dificultad para consequir capital de trabajo? 
 ZDiria usted que:

(0) No Sabe
 
(1) Es problema sumamente grave

(2) Es problema bastante serio
 
(3) Es problema poco serio
 
(4) Realmente no es problema
 

ZTiene usted dificultzd para consequir capital para activos filos? 
 zDiria
 
usted que:
 

(0) No Sabe
 
(1) Es problema sumamente grave

(2) Es problema bastante serio
 
(3) Es problema poco serio
 
(4) Realmente no es problema
 

De los problemas que acabamos de mencionar, Zcudl es l que le perjudica mds a
 
usted como empresario?
 

(1) Tipo de cambio (8) Obtenci6n de divisa
 
(2) Tasas de interns (9) TrAmites administrativos
(3) Falta de materia prima (10) Conseguir permisos

(4) Controles sanitarios (11) Sistema de impuestos

(5) C6digo laboral (12) Capital de trabajo

(6) Transporte (13) Capital pars activos fijos

(7) Restricciones sobre 
 (14) Otro:
 

importaciones
 

16 ZCu&I de estas as la segunda en importancia?
 
17 ZY la tercera?
 

ZEsth su 
negocio debidamente legalizado (registrado en la municipalidad,
 
registrado en el impuesto a la renta, inscrito en 
seguro social y con n6mero
 
del RUC?)
 
Si __(1); no (2).
 

ZA eau~t* atr~cwoff -0 qruw no oxtA Xe galzzado -- p iigntee 1:6

19 ZCuAl as el motivo principal por el cual ha decidido no
 
registrar su negocio?
 

(1) No ve la necesidad, no ve ningan beneficio
 
(2) No se le ocurri6
 
(3) El trAmite as demasiado dificil
 
(4) El trAmite cuesta demasiado
 
(5) No conviene tener que someterse al c6digo de trabajo

(6) Tendria que pagar impuestos m~s altos
 
(7) Otro
 

2 Segundo motivo 21 Tercer motivo
 

V)
 



__ 
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J. OPTIMISMO/PESIMISMO
 

En general Icudn satisfecho estS usted con e;te negocio? 
 eDiria que est&:
 
(1) Muy satisfecho, anda muy bien
 
(2) Satisfecho, anda bastante bien
 
(3) Anda regular, ni bueno ni malo
 
(4) Insatisfecho, anda un poco mal
 
(5) Muy insatisfecho, anda bastante mal
 

Si tuviera usted la posibilidad, ecudl de las siguiantes cosas haria usted?
 
(1) Abandonar este negocio e ir a trabajar en una compafiia

(2) Abandonar este negocio y formar uno nuevo
 
(3) Continuar con este negocio tal como estA
 
(4) Ampliar este negocio
 

3 
 zCu~l cree que va a ser el futuro de este ntgocio? Cree que va a ser
 muy 	bueno, que crecerg mucho (1); cree que va a ser 
regular, y quedar m&s
 o menos tal como est& ahora -- ); o cree que andar& mal _(3).
 

ZQue 	es lo que m&s necesita para ampliar su negocio?
 

' Lo m~s necesario
 
Segunda en importancia
 

_ Tercera en importancia
 

(1) Acceso a materia prima
 
(2) Acceso a capital de trabajo

(3) Acceso a capital para activos fijos

(4) Acceso a nuevas t~cnicas
 
(5) Mds conocimien-os tcnicos
 
(6) Capacitaci6n en asuntos de negocios

(7) Apoyo t~cnico a trav~s de un experto
 
(8) Asesoria
 
(9) Otro
 

7 
 En general, Zpiensa usted que tiene necesidad de entrctnamiento para mejorar Ou

empresa? No Sabe _(0); si _(I); no _(2)
 

(51l epueta 0,0 X6, enat o ~o1a o la pgwt o.13J 

ZQuA 	tipo de entrenamiento le ayudarla mds en su empresa?
 

(0) No Sabe
 
(1) Contabilidad
 
(2) Administraci6n General
 
(3) Producci6n
 
(4) Comercializaci6n y Mercadeo
 
(5) Uso de Cr~dito; relaciones con financieras
 
(6) Manejo de la empresa
 
(7) Adquisici6n de suministros
 
(8) Leyes, regulaciones

(9) Otros:
 

9 ZQu6 tipo de entrenamiento es mas apropriado para Ud? (Le' oaOpC"Itle
 
(0) No Sabe
 
(1) Curso formal, corta duraci6n, la misma afinidad
 
(2) Curso formal, corta duraci6n, grupos mixtos
 
(3) Curso formal. larga duraci6n, mfs de 80 horas
 
(4) Curso informal, esporAdico

(5) Otro:
 

_0 IFStA usted dispuesto a pagar por este entrenamiento? No sabe __(0); si 
-(l); no _(2) 

_ ZConoce usted a otra persona que haya recibido entrenamiento ultimamente y que
ha manifestado que el entrenamiento ha ayudado para el mejoramiento de su
 
empresa? No Sabe _(0); si _(1); no _(2)
 

2 	 En su opini6n, zel entrenamiento deberia estar relacionado con la asistencia 
t6cnica? 0 sea, deberia tener uno u el otro, o los dos conjuntamente?


(0) No Sabe
 
(1) Solamente entrenamiento
 
(2) Los dos en relaci6n y conjuntamente

(3) Solamente asistencia tdcnica
 



C-14
 

(.3 ar uugete egmaIdquoe al entrevitado que no precisa uo&sea 4.Lmimoqie tna u..v.....lboa Pee e otraipersona, el programna, u Otro. 
eLleva registros contables? Especificamente:
 

13 	 zMantiene libro mayor? Si (1); no _(2). 

14 	 zMantiene lista de ingresos y egresos (libro diario)? Si_(1); no _(2).
 

15 
 zMantiene estados financieros (balances y resultados)? Si (1); no (2).
 
16 jElabora planilla o recibo de pago de empleados? Si _(1); no _(2).
 

K. PARTICIPACION EN MERCADOS FINANCIEROS
 

I 	 zC6mo acostumbra pagar por las materias primas que utiliza en 
fabricar su
 
producto (o, en caso de un vendedor) que vende?
 

(0) NA
 
(1) Paga por adelantado
 
(2) Paga al contado
 
(3) Paga despu~s, en fecha determinada
 
(4) Paga despu~s de vender el producto
 
(5) Paga cuando tiene suficentes rentas
 
(6) Otro:
 

2 Los vendedores que le abastecen de insumos o materiales acostumbran darle un
 
plazo para pagarlos?
 

(0) 	No applicable
 
(1) Si, frequentemente
 
(2) Raras veces
 
(3) Casi nunca
 

Durante el Gltimo ado, Isolicit6 un pr6stamo por cualguier motivo, como para gastos

familiares, uno de los siguientes motivos? 
IS iiZ,
#oiu2)

Cosas personales (bienesd,'ropa: c )

' 	Gastos familiares (m6dicos, ropa, educaci6n, etc.)

Negocio
 

6 Durante el 6ltimo afio (digamos, 1989 y 1990), ha solicitado usted un credito
 
(prestamo) para Uu negocio ante alguna de la8 siguientes instituciones o
 
programas?
 

CUADRO A
 

eSolicit6? Instituci6n o Programa (Si solicit6) zLe fue
si=lno=2 1 concedido? (si=l, no=2)
 

7__ _ 1. Un banco comercial
 

2. Un banco del estado (como el Banco 
 20 
de Fomento, Corporaci6n Financiera

Nacional)
 

11 3. Una cooperativa de ahorro y cr6dito 	 12
 

3 4. Otro tipo de cooperativa 	 14 

1 5. Un programa o proyecto especial para 	 6 
microempresas
 

17 6. Otru programa o proyecto del 
 I 

gobierno
 

19 7. Otro 

r4,11 4 4. 1"......noa~b4d ...	 O1n9'zwaowt .*es-xg, ao A Iapyta.. .. ...... ......................... . ..................... ............ elCdr
... .. ........ ....... ............................................... .....
 
21 	 En caso de haber m~s de un cr~dito, ZCu~l de estos fue el cr~dito m~s
 

importante? ( oto de ete r 
 o 1 	 A.):
 
22 
 ICull fue el monto de este pr~stamo, en sucres?
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3 
 ZQu6 opina usted del monto del cr6dito que recibi6? Ha sido:
 
(1) Adecuado a sue necesidades
 
(2) Inadecuado a sue necesidades
 

ZCufl fue el motivo principal para este pr~stamo?

(1) Comprar materia prima (o productos a vender)

(2) Comprar servicios
 
(3) Pagar otras deudas
 
(4) Pagar empleados

(5) Comprar equipos o herramientos
 
(6) Aumentar inventario
 
(7) Comprar o alquilar local
 
(8) Otro
 

2 
 ZCu~n'as visitas tuvo que hacer a la oficina de esta instituci6n para

conseguir el cr~dito? 
 n~mero
 

__ zTuvo que aeistir a un curso de orientaci6n o capacitaci6n para poder

conseguir el crddito? Si __(1), no (2).
 

27 
 jTuvo que pagar algo para conseguir el cr~dito? ZCuinto tuvo que pagar?

(monto)
 

__ ZTuvo que abrir una cuenta de ahorros para conscguir el cr6dito? Si 
 (1)
 
no 	_(2)
 

_9 ZA que plazo se concedi6 el pr~stpuno? 	 (dias, semanas, meses)If( onvierta 4!!a~ W0505) 

30_ 
 Qu6 opina usted del plazo de los cr~ditos que ha recibido? Han sido:
 
(1) Adecuados a sue necesidades
 
(2) Demasiado corto para sue necesidades
 

31 ZCunto tuvo que pagar por intereses? (fay que conve-ir la cifra' a-un 
po. aje.... nu l.i.ado) .. .. 

(monto) que pag6 por interees
 
0 

(porcentaje --

por dia 

indicar si fue por el plazo del pr~stamo ;

; o por semana ; o por mes _; o poraio
a_)
 

32 Qu6 opina uste. de las tasas de inter6s que le est~n cobrando? Cee que son: 
mAs altas que las que estAn cobrando otros (1); Justas _ (2); mAs bajas 
que las que estAn cobrando otros __(3). 

ZDurante el Oitimo afio (digamos 1989 y 1990) ha recibico usted cr~ditos, adelantos u otra
facilidod para postergar pagos por parte de una de los siguientes fuentes, para uso en 
su
 
neyocio?
 

CUADRO B
 

Indicar la Frecuencia
 

Frecuentemente Raras Veces 
 Nunca
 
(1) 	 (2) (3)
 

33 1. Prestamista
 

3' 2. Parientes/Familia
 

" 3. Amigos/Vecinos
 

36 4. Los vendedores que le
 
venden insumos o materia
 
primm, y que cobran
 
despu s
 

3 	5. Sue clientes, que le
 
pagan por adelantado
 

38 6. Otro:
 

(Si~........
o .m 	 ........
ao.....4ita.u........ z 9I
.~~gw
..... z nc o 

Om. ...• . .... . .. .. .. .. . 

.................
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39 
 En caso de haber m~s de un cr6dito (no incluye adelantos), ZCull de estos fue 
el cr~dito m~s importante? (Use n'rcJ el. cuadro B: quo correnpoe a1 Laa 

4 
 ZCuAl fue el monto de este pr~stamo, en sucres?
 

41 
 ZCul fue el motivo principal para este pr~stamo?
 
(1) Comprar materia prima (o productos para la venta)

(2) Comprar servicios
 
(3) Pagar otras deudas
 
(4) Pagar empleados
 
(5) Comprar equipos o herramientos
 
(6) Incrementar inventario
 
(7) Comprar o alquilar local
 
(8) Otro
 

42 zTuvo que pagar algc para conseguir el cr~dito? zCu~nto tuvo que pagar?
 
(monto)
 

4 
 zA que plazo se concedi6 el pr~stamo? 	 (nimero)
 

" IEsto fu6 en dias _(1), semanas __.(2), meses __(3),
 
aflos _(4)?
 

S.Cu.nto tenia que pagar de intereses? (Ef.ique ardctaente Iomo 8 
C'lulAron C"Antoa tenla quo pagar. par ejemplo, a! I& preataron ainco-boy.y

asiaXint. aI pagarf meinqul del d.a :a reapuesta. so odifica despu6s.). 

_6 ZCunto cree usted que necesita en cr~dito para hacer funcionar bi6n su
 
negocio? sucres
 

47 Si se ofreciera un programa que tuviera ur 
limite en los prestamos que podria

otorgar, de digamos, S1.300 mil, Zqu6 opina usted de tal limite?
 

(1) Seria suficiente para cubrir mis necesidades de cr~dito
 
(2) Seria poco, tendria qpe sufrir bastante
 
(3) Seria muy poco, tondria que buscar recursos de otra fuente
 
(4) No valdria la pena buscar fondos del proyecto
 

48 
 Durante este ado, Zha prestado dinero a cualquier otra persona, como un
 
pariente, un vecino, o un cliente, permitiendo que le devuelve la plata

despu~s? si (1); no (2)
 

ZTiene depositos o ahorros en alguna instituci6n financiera? Por ejemplo, Itiene ahorros
 
en:
 

un banco? si (1); no (2)
 
una mutualis-a7 ei (1); no __(2)
 

-- una financiera? si-(1); no 
 (2)
 
5 	una cooperativa de--orro y cr-ito? si_(1); no _(2)
 

otra insLituci6n? si (1); no (2)
 

zTiene ahorros depositado con un pariente, un conocido, un prestamista, o algui~n m~su 
otra? Por ejemplo, etiene ahorros con: 

un pariente? si (1); no (2)
 
un conocido? asi-(1); no . (2)
 
un grupo de ahor-s? si no _(2)

otra? si_(1); no 
_(TF 

58 
 ITiene cuenta corriente 
(con cheques) en alguna instituci6n financiera?
 
si (1); no (2).
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L. APOYO INSTITUCIONAL
 
_ ZHA recibido usted ayuda a manera de de asistencia t~cnica, asesoria,
 

capacitaci6n o crddito de cualquier organizacion Si _ (1); no _ (2). 
2 ea rgcnad 

asistencia a participado en.o0 

Z X4... auIsteia en foxa a.Lgwwy jPor qu6 no ha recibido 
programas que ofrecen estas instituciones?
 

(0) No sabe, no opina

(1) Ha tratado de conseguir ayuda pero no le han aceptado

(2) No conoce loe programas

(3) No ve la necesidad de buscar ayuda

(4) No confia en estas instituciones
 
(5) No se siente calificado
 
(6) No vale la pena, na percibe ningfin beneficio
 
(7) No tiene tiempo

(8) Otro,
 

hae*ei~d' fo X.(De6 no aai 'teiid a.twa, -PASO? A MA SHCCION' oPmfhOJHS 
_ j3 
 recibido asistencia de alguna de las siguientes instituciones?
 

(1) INSOTEC-AID (12) BCO. PACIFICO 
 (23) HUANCAVALICA

(2) INSOTEC-OTRO (13) 
FUND. GUAYAQUIL (24) ROCAFUERTE

(3) CIPEP (14) TGLESIA CATOLICA (25) FUMICRO
 
(4) FUNQUEVEDO (15) CFN 
 (26) UNIV. CATOLICA
 
(5) FUNDESCOL (16) CEPESIU-CTE (27) FUNDAUSTRO

(6) FED (17) BNF (28) CENAPIA

(7) CONAUPE-ONGs (18) FUNEC/CREA/SECAP (29) FADEMI
 
(8) FEE (19) BCO. POPULAR (30) FUNDESA

(9) UNEPROM (20) CORFE 
 (31) FUNDIEMPRESA
 

(10) FUNHABIT (21) SIMON BOLIVAR (99) NO DATA
 
(11) FUND. AUSTRAL (22) QUITUS
 

L.1. Capacitaci6n o Entrenamiento
 

___Z_ recibido usted entrenamiento ultimamente en relaci6n con la empresa? 
No
 
Sabe __(0); si __(1); no __(2)
 

(1zeejspomda id** contihnx" eg 4a egotas slgujenton. Ha cano negat o 
Mals~ga, con .Za pregunta No. 13 an la p~o~na 16)" ... 

ZQu6 clase de entrenamiento ha recibido?
 
(1) Producci6n
 
(2) Mercadeo
 
(3) Ventas
 
(4) Contabilidad
 
(5) Administraci6n Gerencial

(6) Thcnica en la empresa (metalmecanica, procesamineto del producto,


etc.)
 
(7) Uso de cr~dito
 
(8) Otros
 
(9) No sabe, pero si recibio 

6 ZCu~nto tiempo dur6 el entrenamiento? 
(0) No sabe
 
(1) 10 horas o menos
 
(2) 11 
(3) 21 

a 20 horas 
a 3o horas 

(4) 31 a 50 horas 
(5) 51 a 80 horas 
(6) M~s de 80 horas 

_7 Qu6 opina usted de los cursos de capacitaci6n que ha recibido? Que han sido: 
(0) No Sabe 
(1) Muy buenos 
(2) Buenos 
(3) Regulares
(4) Deficientes 
(5) Muy deficientes 
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_CuAl 
 materia le gust6 m~s?
 
(0) No sabe
 
(1) Contabilidad
 
(2) Mercadeo y Ventas
 
(3) Manejo de Cr~dito
 
(4) Relaciones humanas
 
(5) Aspectos Legales

(6) Otro:
 

9 
 En general, con relaci6n a nueva informaci6n, econsidara que recibi6 nueva
 
informaci6n en el entrenamiento? jDiria que recibi6:
 

(0) Nada nuevo
 
(1) Poco novedoso
 
(2) Algo nuevo
 
(3) Bastante nuev
 
(4) Muchisimo nuevo
 
(5) Totalmente nuevo
 

10 zHA podido poner en prActica lo que aprendi6 en los cursos? 
 Diria que ha
 
puesto en prActica:


(1) Todos los conceptos que aprendi6

(2) La mayor parte de los conceptos que aprendi6

(3) Algunos de los conceptos

(4) Ninguno de los conceptos que aprendi6
 

_Podria 
 darnos algunos ejemplos de como est& poniendo en pr~ctica 1o cue

aprendi6 en el entrenamiento? fta riba- a, 	 aqu.i' di.zaid ra .V... 

12 
 En su opini6n, zvale la pena recibir el entrenamiento tomando en cuenta el
 
costo del entrenamiento y su tiempo? Repetiria otra vez?
 

(0) No sabe, No Responde

(1) No, no vale la pena; no repetiria

(2) A, vale la pena un poco

(3) Si, vale la pena algo

(4) Si, vale la pena bastante
 
(5) Si, vale la pena muchisimo
 
(6) Si, vale la pena todo
 

13 	 En su opini6n, Zdebe ser el entrenamiento un recuisito para recibir el 
cr6dito? No sabe _(0); si __(1); no _(2) 

14 
 Hay alguna barrera que le impida recibir el entrenamiento que usted necesita?
 
(0) No Sabe
 
(1) Disponibilidad de tiempo

(2) Costo de entranamiento
 
(3) No hay entrenamiento disponible

(4) Entrenamiento disponible no es aplicable

(5) Ctro:
 

L.2. 	Asistencia T6cnica o Asesoria
 

1HA recibido usted asistencia t~cnica de alguna forma en su empresa
 
ulti-ramente? No Sabe (0); si _(1); no _(2)
 

(~1refpo~daqu a4cotnu On la r na-B a*gyientes. ~ncaso 
contrai proalga. con Ia. p guntc. 21e A.pia 17) 

16 ZQu6 	tipo de asistencia t~cnica o consultoria ha recibido ultimamente?
 
(0) No Sabe; pero si recibi6
 
(1) Producci6n
 
(2) Mercadeo
 
(3) Ventas
 
(4) Contabilidad
 
(5) Administraci6n Gerencial
 
(6) Tfcnica en la materia
 
(7) Entrenamiento prActico en la materia
 
(8) Otros
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En su opini6n, jcuAl fue el resultado do la asistencia t~cnica o consultoria?
 
(0) No Sabe
 
(1) Malo
 
(2) No muy bueno
 
(3) Algo bueno
 
(4) Bastante bueno
 
(5) Excelente
 

__ jC6mo se siente usted con la assistencia t~cnica que ha recibido? IDiria que
ha sido: 

(1) Muy satisfecho
 
(2) Satisfecho
 
(3) Ni satisfecho ni insatisfecho
 
(4) Insatisfecho
 
(5) Muy insatisfecho
 
(0) No sabe contestar
 

19 En general, en relaci6n con nueva informaci6n, considera usted que recibio
 
nueva informaci6n en la asistencia t~cnica?
 

(0) Nada nuevo
 
(1) Un poco nuevo
 
(2) Algo nuevo
 
(3) Bastante nuevo
 
(4) Muchisimo nuevo
 
(5) Totalmente nuevo
 

0 
 En su opini6n, Zvale la pena recibir la asistencia t~cnica tomando en cuenta

el costo de la misma y su duraci6n? Repetiria otra vez?
 

(0) 	No sabe
 
(1) No, no vale la pena; no repetiria

(2) Si, vale la petta un poco

(3) Si, vale la pena algo

(4) Si, vale la pena bastante
 
(5) S!, vale la pena muchisimo
 
(6) S!, vale la pena todo
 

21 	 En su opini6n, debe ser la asistencia t6cnica un reauisito para recibir el 
cr~dito? No sabe __(0); si __(1); no __(2) 

zHay 	alguna barrera que le impida recibir la asistencia t~cnica que necesita?
 
(0) No Sabe
 
(1) Disponibilidad de tiempo

(2) Costo de la asistencia t6cnica
 
(3) No hay la asistencia t~cnica disponible

(4) Asistencia t~cnica disponible no es aplicable

(5) Otro:
 

M. OPINIONES
 
A continuaci6n, Ud. encontrarl una serie de observaciones, indigue para cada una de ellas
 
su grado de acuerdo o desacuerdo, asi:
 

1 Totalmente en desacuerdo
 
2 En desacuerdo
 
3 No esta seguro o no sabe
 
4 De acuerdo
 
5 Totalmente de acuerdo
 

I__ 	Yo puedo cambiar mi empresa 
nicamente con mfs entrenamiento y/o asistencia
 
t~cnica.
 

2 Normalmente una pe-sona deberia pagar para recibir entrenamiento o asistencia
 
t~cnica porque los beneficios son para la persona o su empresa.
 

3_ 	 El gobierno tiane la obligaci6n de ayudar a los micros y pequenas empresas con
el entrenamiento y asistencia t6cnica porque tienen que competir con las
 
empresas grandes.
 

4 
 Yo puedo competir favorablemente con empresas medianas y grandes si es que
estoy preparado y tengo mis propios planes.
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_ _ Yo tomo las decisiones en mi empresa con la informaci6n adecuado. 
6 
 Yo asumo riesgos en mi empresa cuando pienso que puede haber posibilidades de
 

beneficio.
 

7 
 Me gusta la gente que sigue la regla "Primero el trabajo, despues el placer".
 
8 
 Mis problemas m~s grandes en la empresa se deben a mis propias decisiones.
 

9 
 Me gusta competir y estoy dispuesto de hacerlo.
 

10 Ultimamente he puesto en prActica un nuevo cambio en mi empresa que ha tenido
 
resultados favorables.
 

Muchas gracias, queremos agradecerle por su gentil colaboraci6n. Sabemos que ha sido una

molestia de nuestra parte y estamos muy agradecidos. Ahora bien, tenemos interes en

entrevistar a una o dos personas mas que son similares a usted -- el mismo negocio y

tamafio de empresa 
-- pero que no hayan recibido ningun tipo de asistencia del programa.

zConoce usted a una o dos personas que trabajan por aqui cerca que podria recomendar?
 
ZQui~nes?
 

En caso de que tengamos que aclarar una cosa, Zcomo podemos comunicarnos con usted?
 

,_ Nombre del Entrevistado
 

12 N6mbre del negocio o de la empresa 
(:#A fl otione nombre especial) 
13Direcci6n Exacta de la Empresa
 
14
 

1Tel~fono
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