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This Loan project has now been corirpleted. It was a follow-up 
project t o  A I D  Loan 520-L-013. Both projects had as their purpose 
the establishment and strengmening of a private development bank 
in Guatemala (FIASA) which wauld make medium and long-term loans to, 
and investments in, ,private i rdustr ia l  enterprises in Central America 
a s  well as agricultural loans and investmnts. It was planned that 
at  the end of the project FIASA would be self -sufficient and able t o  
provide medium and long range venture capital t o  new and smaU 
businesses as well as established firms and individuals, Criteria 
for acceptance of a subloan include likelihood of increasing the 
demand for skilled and unskilled labor, *eased production and 
exports t o  non Central American Markets, increased use of Guatemala 
raw materials, production of gools which .require minimum t a r i f f  
protect ion, and improved avo-ini'ustr i a l  linkages, Two rnillicm 
dollars of the $5 million loan was earmarked f a r  new rather than 
owgoing act ivi t ies  and $500,000 was earmarked specjkically for  
small, businesses, 

The major problem encountered during t h i s  project was the 
disbursement of $500,000 by FIASA i n  the  f a r m  of loans for small 
businesses and businessmen (defined as those with less  than $50,000 
networth), Because of problems discussed below only $160,000 of the 
$500,000 was approved for  small business loans and the remaining 
amount- available was deobligated. No uther significant problems 
were encountered during the course of the Project and FIASA has 
emrged as a strong and viable private development bank. 

14, Evaluation hkthodolasv 

Tbis is  a f inal  evaluation, Methods used incluled a review of 
progress reports, financial statements, annual audit reports, and 
otbr relevant document a t  ion plus interviews w i t h  per sonnel con- 
nected with the Project. \ 

15. External Factors -- 
No major external factors have affected the course of t h i s  

project. One diff icul ty  enc3untered was obtair&.?g b i l l s  of lading 
and le t ters  of credit f r o m  U S ,  suppliers t o  smaU purchasers, 
There arere a few cases in which U, So suppliers refused t o  supply a 



s m a l l  ordero This is cited'by FIASA as one of the reasons that  
nme loans could nut be extended t o  s m a  businesses and business 
people, Although the GOG and Bank of Guatemala declined t o  assume 
the maintenance of value (MW) r i s k  of, t h i s  loan, the diff icul ty  
was resolved through the negotiatian of ather restr ict ions on FIASA 
through which they themselves were able t o  assme the MOV clause. 

16. Inputs 

There were no problems encountered concerned with inputs t o  
t h i s  project. 

17, Outputs 

$4,660,000 was disbmsed in loans f a r  241 separate projects 
which met: FIASA cr i te r ia  for contribution t o  national developmonte 
A n  estimated 2060 jobs were created as a result of t h i s  loan based 
on a capital-labor ra t io  of $5,495/job and a 1.43 multiplier effect 
for indirect service related jobs. * While the employment generated 
figure is  anly  a rcugh estimate and no project quant i tc~ive goals 
were set for  employment generated, the figure does indicate that  some 
emplayment was produced as a result of t h i s  project. Other out9ut:s 
include the stimulation of agriculture , service, and W u s t r  ial 
ac t iv i t ies  which cmtribute t o  the overall development of the 
national economy, 

18. Purpose 

The project purpose was t o  establish and strengthen a private 
development bank i n  Guatemala .&i& would make medium and long- 
term loans t o  p i v a t e  industrial and agricultural enterprises and 
individuals, FIASA is  ncxu a .strong and viable organization. Total 
assets a t  the end of 1977 w e  $15,~6,488.46 w h i l e  t a t a l  l i a b i l i t i e s  
stoad a t  $U.,007,253,17. Total capital and earnings were l i s ted  
as  $3,769,356.05 in the 1977 annual audit. FIASA has secured a $1 
million dollar loan from EXIMBANK addby t o  its portfolio and 
international standing. The major weakness continues t o  be F W t s  
lack of ab i l i ty  t o  provide loans t o  extremely small business and 
entreprenews 

* Data f rom Guatemalan National Economic Planning Council for CY 
1974, 
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The overall goal of t he  loan i s  t h e  establishment, expansion, 
and more efficient operation of private business i n  the industrial, 
agricultural, and service sectors of the  Guatemala economy in order 
t o  stimulate national and regional economic development. $2 million 
was loaned for new business enterprises and $2.5 million for expan- 
sion of ongoing activit ies.  Select ion of Borrowers was selective 
and cr i te r ia  for select ion em-ghasized contribution t o  national 
development goals. There are several cgses in  which a drlrect con- 
tribution t o  the national economy can be identified such as a 
s i l ica  plant vhich i s  the first of i ts  kind i n  Guatemala eliminating 
the need for importation of t h i s  commodity. 

LO. Beneficiaries 

This project was planried and implementations begun before ths 
new directions of t h e  1973 Foreign Assistance A c t  .3ignif icantly 
changed target benef fciaries for  a l l  A o  I. D. projects, Consequently 
the major beneficiaries of t h i s  project were the businesses and 
business people who obtained available financing as a result  of 
t h i s  project, Indirect beneficiaries were the people who obtained 
employment as a result  of the expansion of various industrial,, 
agrf cult ural, and service enterprises. 

21. Unplanned Effects 

There were no unexpected results  o r  impact f ron  t h i s  Project 
except the diff icul ty  encountered i n  providing loans t o  small 
businesses. This difficulty i s  attributed t o  problems in obtaining 
guarantees or collateral  fo r  small business loans, the inelligibilit;  y 
of suitable types of equipment and machinery for some small businesses 
(frequently only a foreign made product was acceptable), and t o  
diff iculty i n  obtaining adequate service,, b i l l s  of lading, and neces- 
sary l e t t e r s  of credit for small orders from American suppliers. 
These d i f f icu l t ies  have been observed i n  private development banks 
in other countries and thus were not cmpletely unexpected. 

22. Lessons Learned 

There must be a buil t  in specific strategy designed t o  insme 
that: financing w i l l  be made available t o  small businesses. This 
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strategy will probably necessitate additional personnel such as 
procurement specialists and investigators. Such measures may add 
considecable cost to and as a result more concessional terms for  
the Central A. I. D o  Loan. 

23. Special Cmments or Remarks - 


