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13. Summary: 

The Supervised Credit component of the Employment Generation and 
Planning (EPG) Project provides $5 million of USAID support to t:,e Banco 
Xacional de Panama (BNP) to compliment $5 million in GOP counterpart 
funding. The Project Paper projects 323 loans, with an average value of 
$31,000 and an employment creation factor of five new jobs per 
enterprise. Loans are targeted towards owner-operators who are not 
elegible for commerciai -redit. 

The $10 million is programmed to be disbursed over 4 years or at an 
average monthly sate of $208,333. Between October 1981 and March 1984 , 
the BNP approved 252 loans with a funding commitment of $6,230,000 and a 
mean value of $24,722. Disbursement reached $5,147,700. 

The 252 approved loans are in Commerce, Service, and Industry, ranging in 
size from $5,000 to $100,000. The project paper calls for the projected 
323 loans to generate 1,604 jobs. The 252 approvals have produced an 
estimated 875 new jobs. 

14. Evaluation Methodology: 

The purpose of the evaluation was to measure the quantitative progress 
of the loan progran, to analyze the institutional framework of the BNP EPG 
Division, and to generate baseline data on the rlientel? of the program. 
The objective of the evaluation was to produce a diagnostic study for the 
design of a management information system to be used by the BNP and U S A I D  
Project Team for further monitoring and evaluation of the program. The 
scope of work defined the following specific tasks: 

1) -Review raw statistical data and its current utilization. Design the 
necessary formats and procedxres to obtain the baseline data to design 
P project monitoring and evaluhtion system. 
2 )  Prepare a Flow Chart of the BN? lending and T / A  procedures including 
average time per step. 
3 )  Examine the Technical Assistance Program. 
4 )  Conduct -ield vialts to s sample of borrowers to confirm BNP's data. 
5 )  C a r r y  out a co;t/effectiveness analysis of the SCP Component and 
produce 5-year cost-effectiveness projections. 

A11 data was generated through three types of inquiries: 



I.Record sources within the BNP and USAID.: 
Samples of forms, individual loan files, and copies of internal 
reports were obtained from the departments of Operations, Analysis and 
Evaluation, Supervision and Monitoring, and Technical Assistance at 
the BNP. USAID official files provided basic project information. 

2.Knterviews with Bank Officials: 

The interviews wer? conducted with the heads of departments on the 
following general subjects: 
- Departmental operations and relations with other units. 
- Services performed for clients 
- Records of transactions 
-Role of each department in decisions concerning client accounts. 

3 . A  Field Survey: 2 survey instruments were used, one completed by 
BNP personnel on each account, and a second to be administered to a 
sample of clients in the field. 

-BMF Client Information: Description of enterprise, loan, employment 
to be generated, collateral, approval data, grace period, 
amortization, term, investment plan, modification data if loan has 
been reprogrammed, schedule of disbursements, amount of payments, 
amounts delinquent, etc.. 

- TI ! Field Survey: From the universe of 136 active loan accounts a 
random sample of 54 cases was drawn. Information included: 
description of proprietor, nature of enterprise, business history, 
other sources of financing, time to process their loan, problems, time 
to get disbursements, perceived technical assistance needs and BKP 
response, repayment record, employment data, impact of the loan on the 
business, etc.. 

External Factors: 

There has been no major change in the project as originally designed, 
although restriction of counterpart resources in BNP has placed limits on 
acceleration af lending. It is likely that this situation will improve as 
the Government loosens :he austerity budget imposed on all ~epartments at 
the LZNP. 

Commodities have been purchased as planned. Technical assistance 
services were perceived as too general in scope, and not up to an 
intensity of effort that was having a measuresble impact on beneficiary 
operations. 



Outputs 

1. 252 loans had boen approved but only 199 were active for the 
following reasons: 

- Final disbursements were pending the securing of collateral (often 
equipment purchased with project funds) and registration of the 
loan contract in the Public Registry. (33 loans). 

- Bepzause the interval between approval and disbursement is long the 
client made other arrangements ur decided not to borrow. (8 
approvals ) . 

- Foreclosure for non-payment (failuse). (16 loans). 

2. Program targeting has varied somewhat from PP parameters as 
demonstrated by the following table: 

Target and Actual Frequencies by Type 
Approvals: 21 months Project Tarxets 
X by Type A/ Mean Value 2/ % by Type Mean Value 

Industry 33.9 826,471 20.7 $60,000 
C~mmerce 35.9 $23,155 36.3 830,000 
Services 30.2 $18,719 43.0 $18,000 
TOTAL 100.0 $22,679 100.0 $30,960 

1/ based on 192 approvals - 
2 /  based on 135 fully disbursed loans. - 

L a m s  range from $5,000 Lo $100,000. However, over time, t h e  size of 
the approved loans has tended to increase as their number has 
diminished. The median loan value among the 192 approvals is $18,181, 
well below the mean of $24,948. 

New projects were favored over existing enterprises until the fosrth 
quarter of 1982 (76 to 66); since then, existing projects have been 
strongly pr,,Pcrred (36 to 14). 

3 .  ?he sampl? survey in the field indicated an employment generation 
factor of 3.4 jobs/enterprise, which is 67% of the target of 5.05 
jobs/enterprise. SNP records indicate 4.4 jobs/enterprise factor. 

4. The average investment per job proposed by PP is $5,234/job, the cost 
based oc the field sanple is $6,343/job. This figure should decrease 
with the recent greater allocation of loans to the service sector - 
xhich has the lowest cost per job factar. 



18. Purpose 

The purpose of the project is to strengthen the GOP1s institutional 
capacity to analyze, develop and evaluate employment generation policies 
and stimulate private investment in labor intensive industries. 

The sector goal is t c  increase employment, productivity and income 
levels of the poor in Pacama. The target group are the 90,000 unemployed 
and some 125,000 underemployed. The credit component goal to reduce 
unemployment by generating 1604 jobs is within satisfactory limits with 
approximately 875 permanent new jobs estimated based on BNP records and 
field verification. 

20. Beneficiaries 

The credit program has generated an estimated 875 permanent jobs, and 
assisted 199 entrepreneurs. 

21. Unplanned Effects 

The project has not experienced any unexpected results or impact. 

22. Lessons Learned 
Since the start of the Project the EPG credit prograin has been 
administratively and physically separated from the BNP branch 
commercial lending network. Many staff members were inexperienced in 
risk analysis and credit. The result is that the BNP EPG unit has 
expended a great deal of effort to reach the point of being able to 
control their internal operations enough to move paper at a regular 
pace through the "system". 

More recently the program has actively involved branch c?edit personnel 
and adjusted its bookeeping practices in order to enter the BNP central 
computer. Using the time tried systems of the commercial division of 
the bank has made things work a bit more smoothly within the unit. This 
has brought the message to the senior management level of the BNP that 
it is better to give specialized training in small scale enterprise 
lending to the individual line officers and integrate such programs 
into the mainstream of the bank's activities, than to treat the SSE 
loan as an exotic credit requiring a separate self-c~ntained division. 



The government-wid2 austerity program produced an unforeseen benefit in 
the form of internal anslysis of the cost of the duplication of 
functions in the BNP EPG administration. The EPG division has 49 
employees, in comparison with 27 called for in the Project Paper. This 
is due to the fact that the EPG unit is also responsible for two 
programs funded by AID and IDB for financing investments by small 
municipalities. 

The e.-aluation has also highlighted for future design teams the 
necessity of having a management informati-on system (MIS) in place from 
the start of a project. In a larger program, without a basic system it 
could become impossible to monitor, evaluate and adjust the credit 
program to meet short and long term objectives. The design and 
implementation of such a system should be a condition precedent to 
disbursement of loan funds for sub-project financicg. 

Along the sane lines, the system should sontemplate management of 
technical assistance activities. If training or tecbnical assistance is 
programmed for a specific sub-project, even If by a separate 
institiution, the coordination of the activity should be monitsred 
through the report framework of the MIS. 

23. Specla? Comments or Remarks 
The EPG Credit component evaiuation and one carried out on the URBE small 
scale enterprise lending program of the Ministry of Commerce and Industry 
during a similar timeframe, have a grea; deal of good raw data. The USAID 
Banan6 design team for a new SSE credit program has drawn extensively from 
their findings, and although the evaluators did at times pontificate a b u t  
the errors of management and the trials a l . d  tribulations of %he 
entrepreneurs, the basic statistical work was dependable and objective. 
This evaluation did not find any structural problems with the project at 
its mid-term, and as stated adjustments are being made to put the 
component on track towards the attainment of the EOP goals. 
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Here i s  t h ?  substance o f  the BNP e v a l u a t i o n  inci u d i n g  
a ?  'i o f  o u r  f i nd ings  of f a c t  r e g a r d i n g  the o p e r a t i o n  o f  
the program a n d  interpret i  ve observations suggested by it. 
When t i n e  permi ts  1 would 1 i ke to  smooth o u t  C h a p t e r  511 
w i t h  a few more short sections o f  coment .  B u t  they 
won' t change any o f  t h 2  doscrtive characteris t i  cs . 

And now we w i 7  7 race th is  t o  t h e  a i  r p o r t !  
4 
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~ Char t e r  I 

THE E!PLOY?!SXT BLAXSIXG !iXD GE:;!ZATIO:: PROJECI' 

Pro jec t Desinn 

I n t r o d u c t i o n  

Eap loyrnen t  P l a n n i n g  a n d  G e n e r a t i o n ,  a 512.85 m i l l i o n  p r o j e c t  o f  t h e  go- ern- 

o e n t s  o f  the U n i t e d  S t a t e s  a n d  Panama,  was s i g n e d  o n  Auaust 6 ,  1981. This  four- 

year p r o g r a m  i n c l u d e s  $5.97 million i n  l o a n s  and grants from ESAID, while $6.88 

r o i l l i o n  i n  c o u n t e r p a r e  fcnds h a v e  been c o m m i t t e d  by the G o v ~ r n s e n t  of Panama. 
c.) l h i s  c o m b i n e d  s u p p o r t  is d i s t r i b u t e d  among t h r e e  subprojects ~ h i c h  converge on 

a co:mon o b j e c t i v e :  s t i m u l a t i n g  employaent g e n e r a t i o n .  
'-I-. i n e  c o m p o n e n t s  c o n s i s t  o f  an i n n o v a t i v e  a p p r o a c h  t o  solving t h e  problenn of 

w i d e s p r e a d  u r b a n  unemployment i n  Panama by u n i t i n g  p o l i c y  research, manpower 

i n f o r m a t i o n ,  a n d  lending t o  m a l l  a n d  medium scale firms: 

I ,  The P o l i c y  A n a l v s i s  a c d  R e s e a r c h  System (PARS). 

Th2 EPG p1o;'ect w i l l  e s t ~ b l i s h  z, u n i t  within t h e  r l i n i s t r y  of Comerce 

a n d  i n d u s t r y  (PIICI) . It  w i l l  a n a l y z e  e x i s t i n g - G b i )  p o l i c i e s  and-.programs, and  

p r o p o s e  n o i i f  i c a r i o n s  or t h e  i n  t r o d u c t i o n _ o £ -  ne?._progra-s _ s u p p o r t i n g  employment 

genera : ion .  The  PAR S y s t e m  w i l l  c o n s i s t  of a_po~icp--le~:e~ .gr_o_up_-to be known as  
.-- .- _ ^ I..--. - -  -- ,- 

t h e  -- S a ~ i o n a l  - -  .--. En@loynen t - a n d  Deve lopment  C c s z n s s i o n .  I t  w i l l  a l s o  i n c l u d e  2 

t e c h n i c a l  s e c r e t a r i a t  ( t h e  technical/adninisirative u n i t )  v h i c h  w i l l  be  r e s p o n -  

s i b l e  f o r  p l a n n i n g  a n d  p r o m o t i o n  o f  r e s e a r c h  p r o j e c t s .  USALB g r a n t  f unds  i n  

c h e  m o u n t  o f  $625,000 w i l l  b e  p r o v i d e d  f o r  t h e s e  p u r ? o s e s .  They  w i l l  be 

s u p p l e n e n t e d  Sy a GGP c o m i m e n t  o f  $280,OCO. 

2 .  The 1.ianporior I n f o r m a t i o n  S y s t e m  (HIS). 

A s e c o n s  d i m e n s i o n  sf t h e  EPC p r o j e c t  p e r t a i n s  to t h e  a c q u i s i t l o c ,  

szorage, a n d  r e t r i e v a l - i n  u s e f u i _ f o r m  o f  l a b o r  f o r c e  d a t a  a n d  statisrics. 

T h e s e  w i l l  assist b o t h  p u b l i c  a n d  p r i v a t e  s e c t o r  a g e n c i e s  t o  i d e n t i f y  and 
* 

a n t i c i p a t e  l a b o r  r e q u i r e m e n t s  f o r  both u n s l d l e d - a n d  semi-skille0 workers. 

The m e c h a n i s m  t o  b e  employed i s  a Xanpower I n f o r m a t i o n  Systea (PIIS) to b e  

d e v e l o p e d  w i t h i n  t i a e I l h i s r z y - - o L L a b o r ,  t ihich w i l l  aim t o w a r d  a c h i e v i n g  a 

b e c t e r  m a t c h  betr;een P z ~ a n a ' s  l a b o r  s u p p l y  a n d  d e n a n d .  AID grzn t  f u n d s  

($200 ,000)  will be used to E i n a n c e  t e c h n i c a l  a s s i s r a n c e  a n d  t r a i n i n g  costs. 
-  he GO? counterpart ($93,000) w i l l  f i n a n c e  o p r a t i o n  of  :he s y s t e a ,  which 

is t o  be  based  iipoz e x i s t i n g  c e n s u s  r e p o r t s  a n d  s u r v e y  d a t a .  
3 >. T h e  S u p e r v i s e d  C r e d i t  P r o r r e n  (SCP) 

The p r i n a r y  o b s t a c l e  t o  t h e  r a p i d  g e n e r a t i o n  02 ccp1o;;inent w i t h i n  



t h e  c i t i e s  o f  Panana  is p e r c e i v e d  t o  'be t h e  absencg s f  nediurn t e z r n - c r e d i t  t o  

t h e  largest g r o u p  o f  p r o s p e c t i v e  employe r s :  s n a l l  a n d  m e d i m  scale e n z e r -  

p r i s e s  i n  the p r i v a t e  s e c t o r .  To p o i n t  t h e  way t oward  a  s o l u t i o n ,  a n  inLer-  

mediate c r 2 d i t  i n s t i t u t i o n  w i l l  be  e s t z b l i a h e d  w i t h i n  the N a t i o n a l  Sznk ~f 

Panana .  L o a n s  up t o  $100,000 w i l l  b e  provided a t  in te res t  below current narke t  

rates f o r  pe r iods  up t o  t e n  y e a r s .  

The program will be administered b y  t h e  bank's Employment Development - 

D i v i s i o n ,  which is also responsible for t h e  USAID M u n i c i p a l  Development  Fund. . 

The Division gill n a k e  equipment and v o r k i n g  c a p i t a l  l o e n s  available t o  labor 

i n t e n s i v e  s m a l l  and medium size f i r n s  i n  i n d u s t r y ,  commerce-and services . 

s e c t o r s  throughout Panama. USAID g r a n t  f u n d s  ($lSO,OOQ) w i l l  p r o v i d e  technical 

assistance t o  establish t h e  program. Approximately-3,COO new jobs (1,600 

d i r e c t ,  1,4000 i n d i r e c t )  are e x p e c t e d  t o  r e s u l t  f rom $13 m i l l i o n  loaned  ($5 

m i l l i o n  f r o n  U S A I D ,  $5 m i l l i o n  from GOP) i n  s u p e r v i s e d  credi t  t o  h e  lez t  t o  
d 

300-350 firns o v e r  t h e , l i f e  o f  t h e  p r o j e c t .  - 

The Problem: Urban Unenplovnent  

Whi l e  unmployr;l .ent i n  Panama was e s t i n a t e d  a t  10% of t h e  i a b o r  force a t  

t h e  b e g i n n i n g  of t h i s  decade, i t  had  r e a c h e d  14-22% in t h e  u r b a n  c o r r i d o r  

c o n n e c r i n g  Panama City with Colon. T h i s  c o r r i d o r  is  t h e  t a r g e t  of  t h e  country's 

m i g r a t i o n  p a t t e r n :  i t  c u r r e n t l y  c o n t a i n s  50% of the p o p u l a t i o n ,  and  this 

p r o p o r t i o n  w i l l  expand  Lo 60% by the y e a r  2000. 

USAID ' s  , p r i , m r y  target g r o u p ,  poor fanilies whose i ncomes  are - b a r e l y  

s u f f i c i e n t ' t o  rieet basic n e e d s ,  c u r r e n t l y  s h o v s  a 60-40 split between  rural 

and  urban a r e a & .  With i n c r e a s i n g  u r b a n i z a t i o n ,  t h i s  p a t t e r n  w i l l  tend to 

become r e v e r s e d .  These s t a t i s t i c s ,  l i k e  t h o s e  c o n c e r n e d  w i t h  unenployz ien t ,  

are b e l i e v e d  t o  be  d e f i c i e n b  a n d  p r o b a b l y  u n d e r e s E i m a t e  t h e  rnaga i tude  of t h e  

problem. . 

USAID e s t i ~ a r e s  i n d i c a t e  t h a t  u n e n p l o y n e n ~  rose £ i o n  5,Q% i n  1970 t o .  

15.4% i n  1 9 7 9 ,  when t h e r e  were b e l i e v e d  t o  b e  92,030 p e r s o n s  w i t h o u t  ~ o r k .  

The m e t r o p o l i t a n  c o r r i d o r  v a s  b e l i e v e d  t o  c o n t a i n  7 5 ~ ,  w i t h  the Salance spread 

betiqeen t h e  C e n t r a l  r e g i o n  (15Z) ,  t h e  !i'estern region($7,) and t h e  Eastern 

r e g i o n  (12). T h i s  es t imate  nakes  no a l lowance  f o r  t h e  u n d e r e m p l o y e d ,  uho 

nay a d d  a n o t h e r  150,COO p e r s o n s  ro t h e  t o t a l !  



- 3 -  

The S o l u t i o n  Proposed:  Employment G e n e r a t i o a  - /- 

I n  a d d i t i o n  t o  p o ~ u l a t i o n  g rowth  and  r e d i s t r i b i l t i o n ,  Panama's  enploy- . - --- - . _ _ _  

nen t  s i t u a t i o n  has been worsened by a t r e n d  ~o a n o r e  c a p i t a l  i n t e n s i v e  

economic s t r u c t u r e .  Dur ing  t h e  1970's t o t a l  investnent i n  Panama's  economy 

gas a p p r o x i m a t e l y  $3 billion. During t h i s  period, apl&xinately 92.726 jobs 

were produced  a t  an  average c o s t - n f S 3 L 3 5 ~ v e s t e d  p e r  job.  During t h e  . 

f o l l o w i n g  d e c a d e ,  i t  w o u l d  be necessary for inves tzents  to t r i p l e  in order  

to b r i n g  unemployment down to 5% (i.e., 42.500 unemployed). - 
These a s s u n p t i o n s  u n d e r l i n e  the need fo r  a more labor i n t e n s i v e  economic 

s t r u e c u r e ,  c a p a b l e  of p r o d u c i n g  a g r e a t e r - n u a b e r  of  j o b s  a t - r e d u c e d  cost. 

A v a i l a b l e  d a t a  i n d i c a t e  t h a t  small and  medium s i z e  f i rns  are more labor - 
i n t e n s i v e  t h a n  l a r g e  firms. It is e v i d e n t  c h a t  t h e y  are masi proninenC i n  

comerce  and  services where t h e y  z c c o u n t  f o r  more than  7% of all f i r m s  and 

15% o f  t h e  l a b o r  f o r c e .  

The p o s i t i o n  of m a l l  and  a e d i u n  e n t e r p r i s e ;  ( S Z )  i n  Panama ' s economy 

regains r e l a t i v e l y  weak because of (1) goverarnent p o l i c i e s  i n c l u d i n g  price 

and ;rage c o n t i o l s ,  i n ~ e s t n e n t  i n c e n t i v e s  and i m p o r t - a x d  e x p o r t  r e g u l a t i o n  

vhich have d i s c r i r n i n a ~ e d  a g a i n s t  t h e n ,  and ( 2 )  difficulries i n  gaining a c c e s s  I 

t o  credit, t e c h n i c a l  a n d  n a q a g e r i a l  assistance. The EPG program i s  i n t e n d e d  

t o  reduce b o t h  t y p e s  of impediments  by a l t e r i n g  p o l i c i e s  and  p r o v i d i n g  c r e d i t  

2nd o t h e r  f o r m  of s u p p o r t .  

The  EPG p r o j e c t  launches a  t r i p l e  assault on this p r o b l e n  by  p ropos ing  

(1) t i a e l g  r e c o g n i t i o n  of i t s  d i a e n s i o n s  t h r o u g h  i n P o r n a t i o r .  processing v i t ! ~ -  
, 

i n  t5e GG?; ( 2 )  r e v i e u  o f  r e l e v a n t  policies by a n  a p p r o p r i a t e  government 

s g e n c y ;  (3) e x p ~ r i n e n : a t i ~ n  i i t h  a n o d e l  l o a n  program o f f e r i n g  a private - - - -  

s e c t o r  s o l u t i o n  t o  u_nemployment t h r o ~ g h  s u p ? o r t  f o r  ssa l l  a n d  medium e n t e r -  

p r i s e s .  

D e s p i t e  i h e  c o n c e p t u a i  i n t e g r a t i o n  of the t h r e e  p a r t s  of the E?G p r o j e c t ,  

t h e  d i s t r i b u t i o n  of f u n d s  f o r  t h e  seperate components  i s  a s y ~ n e t r i c a l :  



F i n a n c i a l  P l a n  

Enploymcna: P o l i c y  and Planning 

PARS - - 
. . - - 

EES 

Supervised C r e d i t  Program 

SC? 

The supervised l oan  program w a s  t o  r e c e i v e  91% af  t o t a l  EPG p r o j e c t  s u p p o r t .  

S t a t u s  of the Pro-ject: Mid-1983. 
0 

The EPG p r o j e c t  i s  a t  t h e  mid-pdin t  o f  its l i f e  e x p e c t a n c y .  A t  t h e  end  

of t w o  years, all o f  i t s  components  h a v e  become f u l l y  operational. The pro- 

ject d e s i g n  calls f o r  a nid-term e v a l u a t i o n ,  uhich p r o v i d e ,  t h e  occzsion f o r  

t h e  i n q u i r y  r c  be r e p o r t e d  below. L i k e  t h e  project f i n a n c i n g ,  however ,  the 

e v a l c a t i o n  w i l l  b e  q u i t e  z s y . m e t r i c a L .  

The r e a s o n s  f o r  this are m u l t i p l e .  A l though  it was c o n c e i v e d  as a 

package, t h e  p a r t s  of t h e  p r o g r a m  have been  pu r sued  i n d e p e n d e n t l y  and a t  

s e p a r a t e  speeds. The r e s p o n s i b i l i t y  for t h e  Manpower Inf3rmation-System has  

been separated from the balence of EPG a n d  a s s i g n e d ,  successively, t o  several 
\ 

U S A I D  s taf f  members. Tie-PX?LSysten  has recently r e c e i v e d  a coaprehensive . 

eva lua tLon  5y a n  o u t s i d e  c o n s u l t a n t ,  B e l i s a r i o  Gonzales, whose r e p o r t  and 

recorrunendatisns are presently u n d e r  discussion. 

Tne pr imary  task of t h e  p r e s e n t - e v a l u a t i o n  has been t o  d e s c r i b e  and 

a n a l y z e  t h e  p e r f o r i n a x e  s f  t h e  N e t i o n a l  Zank-of-Pznana's s u p e r n s e d  c r e d i t  - 

p r o g r a m .  As a c o n s e q u e n c e ,  t h e  o t h e r  t x o  ZPG components w i l l  be  restricted 

t o  the b r i e f  t r e a t m n t  a c c o r d e d  in t h e  f o l l o v i n g  parazraphs. 

f ,  The PAR System. - - 
An inter-agency Enploynent Gevelopnent Cormiss ion vas  established 

in 1981 x i t h  t h e  E o l l c v i n g  membership: 

A .  P:inis :ry sf Corrmerce a n d  I n d u s ~ r y  
E. M i n i s c r y  of P l a n n i n g  a n d  Econo:zic P o l i c y  
C. M i n i s t r y  of Labor a n d  S o c i a l  $.'elfare : 



D N a t i o n a l  Bank of Panama 
E, N a t i o n a l  C o u n c i l  of P r i v a t e  E n t e r ~ r i s e  
F, N a t i o n a l  C o u n c i l  of Labor O r g a n i z a t i o x  
G. Banking Commission. 

The -3,rpPoynent Development C o t m i s s i o n  h e l d  its first ceeting on Yoventer .ll, 

1231, There were twelve subsequent meetings through 1952. 

A technical -achinis t ra t ive  unit (T/AU) has been set up under t h e  d i r e c t i o n  of 

Jasnin_de- lope,^ It has identified t he  fallowing topics as suitable' for 

i n v e s t i g a t i o n  w i t h  PARS s u p p o r t :  

A .  Small scale e n t e r p r i s e s .  
B. Fiscal a n d  t a x  incentives p o l i c i e s .  
C, E;nployment/unenployment .  
D. E x p o r t  p romot ion  p o l i c i e s .  
E. F i n a n c i a l  and c r e d i t  policies. 
F. P r i c i n g  p o l i c i e s ,  

Terms oE r e f e r e n c e  h a v e  been p r e p a r e d  f o r  t h e  f i r s t  two p o l i c y - r e l a t e d  

r e s e a r c h  projects d e s i g n a t e d  above ,  .The Fiscal a72 t a x  i i n c e n t i v e s  p o l i c i e s  

s t u d t r  h a s  been c o m p e t i t i v e l y  awarded- to  C l a p p  and.-?-tayne, I n c .  B i d s  :rill be 

s o l i c i t e d  f o r  t h ~  % a l l  s c a l e  entsr$r ises  s t u d y  w i t h i n  t h e  n e x t  several 

no t l t h s .  
/ - ~ T h e r e  is a gene ra l  c o a s e n s u s  t h a t  t h e  P.\RS z c z i v i z i e s  have  I z g g e d - b e h i n d  

t h e i r  p r o j e c t e d  l e v e l  o f  c o i p l e t i o n  a t  the t w - y e a r  aark. Primary responsi- 

b i l i t y  has  been p l a c e d  upon c o n t r a c t i n g  d i f f i c u l r i e s .  O f  t h e  $905,300 mzde 

z v a i l a b l e  t o  t h e  projecz, o n l y  $@5,927 had been  d i s b u r s e d  by t h e  ezd of t h e  

f i rs t  quar ter ,  1963. 

~ S i n c e  n o  stxdies have  y e t  been cornpletcd,  ic is n o t  p o s s i b l e  f ~ i  t h e  f.43 

~ Syscerr, LO havc g e n e r a t d  e i t h e r . p l i c y  i m p a c t s  o r  enpLoyrnent. . A nuaber  02 
I ~ r e v i s i o n s  a r e  p r e s e n t l y  b e i n g  proposed  a s  a r c s u l z  o f  t h e  e v a l u a t i o n  just 

c o n p l e t e d .  It i s  ei!?ected, f o r  example,  tilac t h e  E ~ p l o y r n e n t  DeveLoc:er,t 

C m m i s s i o n   ill e x e r c i s e  g r e a t e r  l e a d e r s h i p  i n  d i r e c t i n g  r e s e a r c h .  

2.  '-The FIaapower I n f o r x a t i q n  S y s t e n .  

~ ".- i n e  major  t h r u s c  of  t h i s  p rDgraa  h a s . b e e n  t o  get  government  ageactes - - ~ w i t t s _ a e o r 4 m n  i r a to szs t .  i n  nanpouer  in for rna t io :~  co c o o p e r a t e  w i t h  each o t h e r  

t o  rfieir c:i tual a d v a n t a g e  u n d e r  t h e  l e z d e r s h i p  of  :he ? ' t i n i s t r y  oE Labor a n d  

Socizl.  ?!elfare. This iz to be accomplished 11hr~tl"j the exchange and c o n s o l i -  

3a:ion of data solJrczs a,16 reduction of c a t s g ~ r i e s  a n d  m e a s u r e z e n r s  c u r r e n t l y  

~ In use to c n i f o r n  standards l*:here p o s s i b l e ,  



The end  p r o d u c t  o f  t h i s  e f f o r t  is the e s : a b l i s h n e n t  of a 3uqaa.lResources 

I n f o r m a t i o n  Sys t em (Sisterns be  I n f o r n a c i o n  d e  R e c u r s o s  Hucanos, o r  SIRH). -- - - . -. 

A c o i x p u t e r i z e d  d a t a  bank w i l l  a p p a r e n t l y  became t h e  f i n a l  g o a l  of t h e  SI2H 

program,  b u t  a n  i n t e r i n  accompl i shmen t  w i l l  b e  the e s t a b l i s h m e n t  o f  a Docu- 

mentation C e n t e r ,  or s ta t i s t ica l  l i b r a r y ,  w i t h i n  t he  l i a t i o n z l  D i r e c t o r a t e  of 

E n p l o y n e n t  ( M i n i s t r y  of Labor and S o c i z l  W e l f a r e ) .  

Major a c c o m p 1 i s ; m e n t s  t o  date i n c l u d e  t h e  p u b l i c a t i o n  o f  t he  f o l l o w i n g :  

A .  Informacioa S s t a d i s t i c a  s o b r e  R e c u r s o s  Hmanos - 
(Censos, E n c u e s t a s  C 2  i i o g a r e s  y Ocras Fuentes O f i c i a l e s ) ,  
A p r i l ,  1983. No, 1, 

. - 

.This docunen:, p r e p a r e d  under the s u p e r v i s i o n  o f  -- - - 
, - 

Dr, G u s t a v e  Zakrzeuski, i n t e r n a t i o n z l  c o n s u l t a n t  to -- . -- 
t h e  m i n i s t r y . o b r a i n e d  unde r  t h i s  p r o j e c t ,  is b a s e d  on 
s t a t i s t i c s  frox t h e  N a t i o n a l  Census  o f  Panama and the 
N a t i o n a l  S u r v e y  o f  Househo lds ,  a n d  o t h e r  official 
s o u r c e s , .  

6 

B. L i s t a d o  d e  Alnunos  ~ o c u h e n t o s  ~ i s ~ o n s i b l k s *  
( B o l e t i n  E s p e c i a l  p a r a  ei Acto I n a u z u r a l  a e l  C e n t r o  - 
d e  Docunencac ion j .  June, 1982 

T h i s  f i r s t  b u l l e t i n  o f  the D o c u n e n t a t i o n  C e n t e r  is 
a source list of r e f e r e n c e  m a t e r i a l s  a v a i l a b l e  t o  
prospective - users. 

Other a c c o ~ p l i s h ; . , e n t s  i n c l u d e  j o i n t  n e e t i n g s  and s e m i n a r s  attended by 

b o t h  c o n t r i b u t o r s  t o ,  and  users of, t h e  SIRH, i n c l u d i n g  t h e  follow%-q 

E i n i s t r i e f :  P l a n n F n l a n d  Econoaic-?olicy,_Education, U n i v e r s i t y - o f  Panama, 

and_University of Santa EIaria L a  An t igua .  A n u n k r  of e d u c a t i o n a l  and t r a v e l  -- -- - -  - . -  - - 

o ~ p o r t u n i t i e s  h a v e  a l s o  b e e n  p rov ided  t o  p e r s o n n e l  w i t h  a n  o f f i c i a l  involve- 

ment  in SIP3 a c t i v i t i e s .  

E a j o r  i n t e l l e c t u a l  c o n t r i b u t i o n s  t o  t h e  d e s i g n  and  impleaentarion of . 
S I Z H  t o  date have  come from Dr. Gus tavo  Z a k r z e t ~ s k 5 ,  xhose appo in tmen t  t o  

t h e  X i n i s t r y  of Labor  as consultant was i n i t i a t e d  i n  F e b r u a r y ,  1983, and 

Allan E r o e h l  (PDC/OLhSj of USAID, !*!ashington, who 2 a r t i c i p a t e d  i n  :he prepas- 

a t i o n  of t h e  p r o j e c t  p a p e r  a n d  h a s  m a i n t a i n e d ' h i s  i n t e r e s t  i n  :he PIIS. 

Mr. Broehl's most  r e c e n t  v i s i t  t o  Panana was i n  June ;  1983. 

C u r r e n t  SIRH a c t i v i t i e s ,  planned f o r  t h e  second  h a l f  o f  1 9 3 3 ,  i n c l u d e  

t h 2  following: 

A .  A c q u i s i t i o n  a n d  i n s c a l l e t i o n  of  a cor12uter  f o r  %he SIR!l, 
t o g e t h e r  w i t h  t h e  c o n s u l t a t i o n  necessary f o r  t r a i n i n g  t h e  
personnel ~ h o  xi11 be  r e s p o n s i b l e  for its ope ra t i on .  



Analysis o f  t h e  c o n s i s t e n c y  and qualizy of a series of  
s ta t i s t ics  on x n p o 3 e r  requirements and a v a i l a b i l i t y ,  
t o  b e  conduc ted  by D r .  Zakrzewski, 

Conduce 04 a seninar t o  analyze and  discuss nethods f o r  
p r e d i c t i o n  of manpower requirements. 

Acqu i s i t i on  of basic s t a t i s t i ca l  iaEorna t ion  f ron  a 
number of sources ,  Th i s  p r o j e c t  w i l l  include reprocessing 
of i n f a r n a t i o n  f o r  e n t r y  i n t o  the c o i i p u t e r i z e d  data bank. 
Data will b e  ob ta ined  from t h e  Div is ion  of S ta t i s t i c s  
and Census, and from S o c i a l  Security, 

A preliminary step, already accomplished, was the   reparation of a c o n s d t z n t  

repore on n e e d s  f o r  electronic data processing eg~ipme2r by t h e  SI%1 (Ic'Je*ri- 

.zagion ae Necesidades de un Eauigo de P r o c e s a n i e n t o  E l e c t r o n i c 0  de Data para 

el Sistena d e  Infctnacign de Recursos Hunanos). The repor t  was prepared by 

P o r f i q i o  Fernandez.  

For the te rn  e n d i n g  Decenber 31, 1X3, USA19 has a u t h o r i z e d  t h e  expe~di- 

t u r e  o f  $196,665 on t h e  SIRE. The funds are diviaed b e t w e e n  the establishaent 

of t h e  system (5152,6@5) and its operation ($44,000). If scheduled utiliza- 
tion of these sums is r e a l i z e d ,  all USA13 r e s o u r c e s  f o r  SIRE s u p ~ o r t  will be 

consumed d u r i c z  the present year.  The ongoing f inanc ia l  r o x i i i t c e n t  t o  the 

groject  w i l l  become t h e  r e s p o n s i b i l i t y  of  t h e  GO?. .- - 

Substantial p r o g r e s s  h a s  been made toward achievement  o f  a cumber of t he  

g o a l s  set f o r  t h e  :lanpo;;er 1 ; l fo rna t ion  Systein, nov d e s i g n a t e d  a s  SII,H. How- 

e v e r ,  p r o g r e s s  h a s  been s l o w e r  than s x p e c t e d ,  once  a g a i n ,  Secause of d i f f i -  

c u l t i e s  i n  c o n t r a c t i n g  fg$ c o n s u l t i n g  services. - .  
\ 

Allan Zroehl, during h i s  X o s i  recent visit, also expressed c o n c ~ m  over 

the  proposed  d e s i g n  and c o n t a n t  of t h g  _cogputer ized  daea ban!<. . His opinion 

was t h a t  an e l a b o r a t e  d e s i g n  had  been prepared, b u t  t h a t  cozni tz tent  of f u l l -  
> 

t i n e  p e r s o n n e l  w i t k i n  t h e  i l i n i s ~ r y  w a s  i g sc f f i c i en t  f o r  its imi;iexent;rion. 

D i f f i c u l t i e s  o f  t h i s  sorc, s h o u l d  they prove to e x i s t ,  t e n d  t o  j e  self  

correc r i n g .  

A less o b v i o u s  q u e s t i o n  conczrnin;: t h e  ac;onplishnents of the SIRII 

p r o j e c t  bears upon its a r r i c u l a t i o n  v i e h  che r e m i n d e r  of rhe EPG propram. 

i f  p l a a s  h a v e  been made to articulate :he conteats of c?~e coa2uterized 

daLa base ~ ~ 1 t . b  t h e  nezds  o f  p rospecr ive  ezploycrs o r  planners, t h e ?  are not 

y e t  e v i l e n : .  There is a need f o r  continuous interactioz between suppliers 
- - 2.74 cons~zers of na-ipsier i ~ f o i m a t i o n .  I r  i i  is no; f o r t h c o - i n n ,  :'e 



c o n s t r u c t i o n  a n d  o p e r a t i a n  of t h e  SI,W, c o u l d  teccae little more t h a n  a n  

technical e x e r c i s e .  

3. The S u p e r v i s e d  Credit Progran.  

The small and  nedium e n t e r p r i s e  l o a n  f u n d  of t h e  S a t i o n a l  sank of 

Panama is  t h e  n a j o r  subject of t h e  e v a l u a t i o n  s t u d y .  I n  a sense, it occapies 

a m i d d l e  g r o u n d  be tween  PARS a n d  SIRH com2onents  of EPG, fahere PAPS is 

l agg ing ,  and SIRH may b e  a h e a d  c ~ f  i ts  e x p e n d i t u r e  s c h e d u l e ,  t n e  SCF is approx- 

inately at the midpoint proposed  i n  t h e  p r o j e c t  p a p e r  a t  the eild of tiio years. 

A t  t h e  end o f  t h e  s e c o n d  q u a r c e t  of L983, 197 ioa r , - sub2ro jec t s  kad been - - 

approved, representing a t o t a l  of-$4.4 m i l l i o n ,  

T h i s  achievement a p p e a r s  t o  e x c e e d  t h e  two-year t a r g e t s  s e t  i n  t h e  pro- 

j e c t  paper: 161 l o a n s  and  $3 .- n L l L i o n  commit ted .  Mowever, t h e  program has  

e v o l v e d  by s e t t i n g  a c o u r s e  i n d e p e n d e n t  f r o n  o i 5 e r  ZPG conponen ix .  It is 

 ana aged by a sen i -au tonomous  u n i t  w i t h i n  t h e  Banco Sacional  d e  Panam, ~ h i c h  
t 

a l s o  h o u s e s  t h e  a d r i n i s r r a t i o n  of the USA13 ;luniciTai Lban Prs - ran  (FODE!). 

X e i ~ h e r  ESP personne l  nor l o a n  r e c i p i e n t s  a r e  aware t h a t  there are o t h e r  

p r o j e c t s  c o n t a i n e d  w i t h i c  t h e  EPG progian.  The  c o n s e q u e n c e s  of this 

o p e r a t i o n a l  i s o l a t i o n  w i l l  be  c o n s i d e r e d  i n  the  c o n c l u d i n g  secrian of  t3is 

s t u d y .  



. T I E  SUPERVISED CXEDIT PRGGRAX 

Loan Terms a n d  8ank 0~e:ra t ion.s  

Terns of  Credit 

The s u p e n i s e d  c r e d i t  program is l o c a t e d  a d m i n i s t r a t i v e l y  w i t h i n  the  

Program f o r  Planning aad G e n e r a t i o n  o f  Ezployment (Trograma d e  Planificacion 

y Generation d e  b>leo, or PPGE), a u n i t  of t h e  BXT's Executive Nanageaenr 

for Local Deve lopmen t  (Gerencia E j e c u t i v a  cis D e s a r r o l l o  L o c a l .  or GEDEL). 

Physically, t h e  progrm is lodged within the original headquarters of the 

Sanco Nacional de Panama on ~ v e h d a  Central w i t h i n  the business district of 

Santa A R ~ .  

The terms of c r e d i t  under which loans are a u t h o r i z e d  t b  b e  issued at t h i s  

f a c i l i r y  are those s p x i f i e d  in d e t a i l  i n  t h e  l o a n  agreenenL v h i c h ,  first 

of all, d e f i n e s  t h e  s c o p e  and  goals of t h e  ?rogram. 

A .  Scope and  Goals. 

The  program aims t o  u t i l i z e  a $10 r n i l i i q n  loan fund  to c r e a r e  c r  . . 

expand small and medium e n t e r p r i s e s .  The target  number  of f i r m  t o  r e c e i v e  

b e n e f i t s  w a s  3 2 2 ,  v h i c h  vould  deter i i t i~e  that t h e  average loan s h o u l d  b e  

$31,000. The  i n t e n t  was t o  a p p o r t i o n  t h e  l o a n  f u n d  anong i n d u s t r i a l ,  con- 

nercial and service firms, as f o l l w s :  

Type of Percect of Average 8io. of 
Enter~rise Loan Fcnd Loan S i z e  Loans 

I n d u s t r i a l  40.0 SS0,COO 67 

Cornn2rcial 

Service 

The s p e c i f i c a c j o c s  requi re  t h a t  a f i x e d  r a t i o  b e  m a i n t a i n e d  brtveen 

t5e a m o u n t  of loan f u n d s  obtainel and t h e  n u m b e r  of jobs generated. The 

averaRe c o s t  o f  d i r e c t  j o b  genera ted  ( 5 6 2 3 4 )  was t o  b e  reached by t h e  a p p l i -  - - 

c a t i o n  of  a l o r ~ u i a  : ihich allocated t h e  n e w  w r k e r s  by t h 2  t y p e  05 establish- 

cent in which t h e y  w r e  to be e ~ p l o } , e d :  



i-iaxinurn C o s t  aer Job  b y  T V D ~  o f  E n t e r ~ r i s e  

i n d u s t r i a l  

C o m m e r c i a l  

S e r v i c e  5,000 

G i v e n  i ts a s s u m p t i o n s ,  t h e  progras uas e x p e c t e d  to generateJ.,604 new - 

j o b s ,  which .would be  distributed as follows: 402 - i n d u s t r i r l .  . --- 702 -- comercial - - -  --- - 
e n d  500 serTrice. The ratio of iridirect to direct enployment was estimated - - -. - -- 
a t  -8:L. T h e  i n d i r e c t  increaent, d e r i v e d  by agplying t h i s  rario io 1.,606 -- 
d i r e c t l y  employed, would b e  a n  adiitional_l,Zab p o s i t i o n s .  . - .  

The b a s i c  concepts d e f i n i n p ,  the BX? l o a n  p r o j e c t  are t h o s e  o: a s u h s i -  - 
d i z e d  c r e 6 i t  oroaram, i . e . ,  cne which provides s p e c i a l  a d v a n t z g e s  to borrwers 

which  are n o t  a v a i l a 5 l e  f r o m  c o a n e r c i o l  c r ed i t  sources. T h r e e  of t h e s e  

d e s e r - r e  s p e c i a l  a t Z e n t i o n :  
* . . 2 .  S e l e c t i o n  o f  c r e d i t  r i s k s .  

E l i g i b i l i t y  i s  t o  be  r e s t r i c t e d  t o  "...smell and 
rnediua  s i z e  e n t e r p r i s e s  t h a t  are  u n a b l e  t o  o b t a i n  
c red i t  f r o m  t h e  c o m e r c i a l  b a n k i n g  s y s t e m .  9 1 

2. P r o v i s i o n  o f  ~ e c h n i c a ?  e s s i s t a n c e .  

Once s e l e c t e d  and a p p r o v e d  f o r  f i n a n c i n g ,  technical 
a n d  rnanageneni a j s i s i a n c e  w a s  to b e  eade a r a i l t b l e  t o  
loan rec ip ienes  f r o m  a g r o u p  of q u a l i f i e d  p r i v a t e  
c o n s u l t a n r s  ( n o t  E8P e n p l o y e e s ) .  A r e g i s t e r  of 
c o n s u l : a n t s  is t o  b e  m a i n t a i n e d  a t  E!P f o r  this purpose .  

3.  A d j u s t a b l e  i n t e r e sc  rates. 

Sub-loan i n t e r e s t  races t o  c l i e n t s  were t o  be de:ermined 
b y  a f o r n u l a  w h i c h  t t k e s  i n t o  a c c o u n r -  t h e  c o s t  of c a p i -  
t i l ,  i n t e r e s t  rates charged  by d e v e l o p m e n t  i n s t i r u t i o n s ,  , 

and t h e  i n t e r e s t  rates c h a r g e d  by comercial banks i n  
Panama # f o r  s p e c i f i c  t y p e s  of e s t a b l i s h i n e ; ?  ts; i n d u s ~ r i a l ,  
c o a n e r c i a l  a n d  s e r v i c e .  Rates w i l l  be  a d j u s t e d  q u a r t e r l y .  

To f a c i l i t a t e  t h e  s e l e c t i o n  o f  c r e d i t  r i s k s  f r o m  p e r s o n s  w i t h o u t  dccess 

to o t h e r  sources of c r e d i t ,  i t  was r e c o m e n d e <  t h a t  " f l e x i b l e  c o l l a t e r a l  

requirernenrs reflecting t h e  c i r c u m s t a n c e s  a n d  n e e d s  o f  che  small  bu . s inessnenW --- - -  - - - - - 

be  u t i l i z e d .  To p r o v i d e  r e v e n u e  f o r  rhe r e t e n t i o n  o f  p r i v a E e  c o n s u l t a n t s ,  

rhree  p o i n r s  of  i n t e r e s t  c h a r g e d  t o  each barrouer is t o  be  earmarked f o r  
.-L. ~ . i l S  - puTpOsE?. 



The i n t e r e s t  ra te  fornula t o  b e  employed is illustratei i n  T a b l e  1, . - . - 
opposi te .  The i n t e n t  was t o  c r e a t e  a n  i n t e r e s t  s i l b s idy  which would Fall 

nid(;ay between t h e  e x t r e n e l y  l ow  rates charged  by de-?eloperi t  agencies and 

ggvernment lenders and the p r o h i b i t i v e l y  h i g h  cor . imercial  rates cha rged  i n  t h e  

free c r e d i t  market. It was expected t h a t  c l i e n t s  a i g h t  be prepared to 

become commerc ia l  credit  cus tone r s  by-.gassing t hqo jgh  t-h&s process. 

To p r o v i d e  a n  a d d i t i o n a l  financial cushion to c l i e n t  e n t e r p r i s e s ,  a 
11 ggzce p e r i o d "  of up t o  three years was built i n t o  the p r o j e c t  credit terms. .- - -- - -.-- 

If Another easy credi t"  factor in t h e  p rogran  was the p r o v i s i o n  tfia': l o a n s  

could b e  made f o r  ug t o  t e n  - years. - Both t h e s e  f e a t u r e s  an t ic ipa te  chat  new 

enterprises-wil-I-neeLb&e t o . x e a l i z e  a l e v e l  o f  p r o f i t a b i l i t y  which w i l l  
or s u p p o r t  c r e d i t  c o s t s ,  and expansion enterprises w i l l  n eed  time t o  scale up" 

t h e i r  o p e r a t i o n s  f o r  t h e  sane purpose .  

b . . 5, Lcan Terxs , 

The specif ic  t e r m  proposed by USAID f o r  p r e s e n t a t i o n  t o  p r o s p e c t i v e  

b o r r o u e r s  appear i n  Tab12 2 ,  o p p o s i t e  (a photocopy f r o c  t h e  l o a n  agreenentj. 

The  naxiaun s i z e  a n d  c o l l a t e r a l  r equ i resen t s  a r e  introdcced here f o r  t h e  

first t i x  i n  t h i s  d i s c u s s i o n ,  A Span i sh  t r a n s l a t i o n ,  p u j l i s h e d  and  distri- 

b u t e d  by t h e  Banco N a c i o n a l  d e  Panana i n  a ~romotional b r o c h u r e ,  has been 

reproduced as_TaSle 3 .  The e n t i r e  833 progran d s c r i p t i o n  has been  inc lu l j ed  

as Appendix  r r A " .  

The o n l y  s u b s t a n t i a l  d i E f e r e n c e  b e t x e z n  T a b l e s  2-3 is t h a t  the BN? 

publ ica t ion  i d e n t i f i e s  t h e  a c t u a l  ra te  of  i n t e r e s t  charged t o  c l i e n t s  f o r  the 

first tl-;. it! is 12?, i n c l u d i n g  the  3% fee to defray the cost of t e c h n i c a l  

a s s i s t a n c e  i r o n  p r i v 2 t e  c o n s u l t a n i x .  The 12% r a t e  compares w i t h  14Z c u r r e n t l y  

c h a r g e d  by t h e  B Z  t o  customers for small  a n d  m e d i u m  s i z e  b u s i n e s s  l o a n s  

;*hrch  are n o t  s u b s i d i z e d  by the EPC p r o z r a n ,  

:iote, however, :ha t  t h e  f i n e  g r i n t  a t  t h e  b o t t o m  of t h e  BX' announce- 

m e n t  a l e r t s  t h e  c u s t o m e r  t h a t  i n t e r e s t  r a t e s  will b e  r e v i s e d  e1:2ry three 

non:hs f o l l o ~ v i n g  changes i n  the c r e d i t  ~arket. F i n a l l y ,  o n e  m i g h t  questicn 

t he  " f l ex :b i l i t y "  of a c o l l a t e r a l  requisexe;lt of 85 t o  95 percent ( T a b l e  2 ) .  

I!o..e;er, i n  PiaCtisc, the  E;:? p e r m i t s  c l i e n t s  to s a t i s f y  tlus rc;uire:zienr in 

>;ar lous  ::aj.s. 





!e!Liia-n ,?z-yren t . - 10 y e a s  (kch*es  3 years Gzace 
(Fix& a-ii :;SzkF- Ca?iLizzlj Serioii) 
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h-;?rzro > -  ? . k X i ~ - 3  (_:) fx ' ;~st :~a~c 
Ptr Job . .I $10,C0(3 -. 

.I LC yesrs [ir.r,l~Zes 3 p a r s  ~ r z = 2  
Per Lcd) 

85% cob:?r& - 15% cash 

$5,000 

Service S c / . t ~ r  



CCMD1COONES I 

DE LO5 ! 
I 
I 

SUB- 
ESTAPA 0 5  ! 

. .. . !  .. - .-.- 
\ : .  

. . -  ,. . . . ! ?. . . .  ) , -  . . - . .  - i . ' i  . .: 
- . '1.. . .  

Las cond ic ims  que se . . . . 1 1 .i - i '  ? . . , ..i 
, solicituQn a 10s sub-prestatarios .. ! .. .. -' .. .. 

s e r h  fijadas de acuerdo a las - ,  -. 

actividades, fas cuaies se . .  . . . . .:- . - 
describen a cont,inuacibn. 

- .  
- .  . . - \  . - . - - 

. - 
INIIUSTRLkL, CBNSTRUCCION, . -. 

* l'vIAh7JFACT"IJREELA .. . . .  

Periodo d e  Gracia Hrrst.2 3 3.0s 
Aporte del Ernprestlrio . hrfinirno 5% del Costo' 

Tasa de  Inter&* 9% anual sobrr sddo 
P 

Tzsa dc asistencia - - TGcnica ~ O / O  anunl sobre sddo 
Prornedio dz lnversijn 

Monto M&uirno be1 P r i s t m o  B/.50,1!26 
Periods d e  Vencimieato ----- Hasta LO z5os 

.. Period0 de Grzcia Hzsta 3 airor; 
Aporte de! em2resario 15"/0 del cost0 tctsi 

Tzfa dde inter& * -- 9% a n u d  sobre saido 
Tasa de Asistencia T i c ~ i r a  3% anual sobre saldo - . - 

- .  
Promedio de Inverzibn 
por Trabajo a Cenerar LV-5,000 

SERVICIOS 
- 

Monto h T k i r r 1 9  del Piestzrno EI.30.090 
Periodo de V e n c i i i a n  to Hasta 7 260s 
Periodo d e  -- Grar ia  -- Hnsta 3 a5os 
Aporte dt.1 Empresxio 10% d;.i co.;fo total 

po: Trahaja a Genera? Bt.5.QOD 



\ 
/- 

I n  p r a c t i s e ,  the E:<P hzs p e r m i t t e d  a?plicants to  p r e s e n t  t h r e e  types of  

c o l l a t e r a l  t o  meet 65e n i n i n u a  r e q u i r e ~ e n t s  of T a b l e  2, Real p r o p e r t y ,  co- 

s i p e r s ,  and personnal savings o r  c a s h  on haxd are a l l  a c c e p t a b l e .  Qhen real 

p r o p e r t y  is p r e s e n t e d  a s  c o l l a t e r a l ,  i t  is evzlaated a c c o r d i n g  t o  t h e  f o l l o w i n g  

USAID formula: 

A.  Land is accepted a t  1002 narket value. 
B. Equipment  and mach ine ry  (100% i f  nev;  used 

at market v a l u e  minus d e p r e c i a t i o n ) .  
C. F u r n i t u r e  (SO& m a r k e t  v a l u e ) .  
D. Hones (IOC% narket  .{due). 
E. Bank a c c o u n t s  (200% v a l u e ) ,  
F. J e u e l r y  (90% narket v a l u e ) .  . - 

The maximum c o l l a t e r a l  r e q u i r e m e n t  cannot exceed lOOZ o f  t h e  v a l u e  of t h e  

Loan. O t h e r  t e r n s  2nd r e q u i r e m e n t s  are  to be  a p p l i e d  through t h e  medium of a 

eonprehensive study of e a c h  l o s n  p r o j e c t  t o  be  conducted by t h e  p e r m a n e n t  

s t a f f  o f  t h e  PPGE u n i t  w i t h i n  t h e  BNP. The r ' inandizl .analysis of sub -bo r rower s  

included as ? a r t  of rhe st~dy should v e r i f y  t h e  f o i l o w i n g :  

A .  Technical F e a s i b i l i t y  of t h e  p r o j e c t .  
5. Financ ia l  feasibility of t he  p r g j x t ,  i - e , ,  t h e  

p roposed  a c r i v i t y  has an i n c e r a a l  rare of r e t u r n  
( I R R )  e q u a l  t o  o r  greater  t h a a  t h  c o s t  of c a p i t a l .  

C, Borro!:ers be full-tine o : n e r / c i a n e ~ e r s  of t h e  l o a n  
f i n a n c e d  ~ c t i ~ i t y .  

D. B o r b ~ v r s  r u s t  aexonstrate n a n a g e r i a l  c a ~ a j i l i t y .  
E. T e c h n i c a l  a s s i s t a n c e  requir2nents oE t h e  borro;;cr 

a n d / o r  h i s  p r o j e c t ,  
F. Costs  per direct j o b  genera red .  

There are additioml legei r e q u i r e r n e n c , ~  r ihich nusr b e  net by prrjspcci2-~e 

applicznts, a n d  a caialc;  o f  d o c n a e n t s  xhich n u s t  b e  prepared a n d  s u k i t t e d .  - 4 inese *.;ili b e  i n t r o d x c e d  i n  t h e  f ~ l l o * . ~ i n s  c h a p t e r  : ih ich  c o n s i d e r s  t h e  a ? p l i -  

cation p r 3 c e d u r e s  u t i l i z e d  b y  :he Ti? i n  d e m i l ,  a n d  a c t c a l l y  f o l l o w s  a 



- 
The p r o ? ~ s e d  o r g a n i z a t i o n ,  as i t  a ? p e a r s  i n  i5e p r o j e c t  p a p e r ,  i s  

r e p r o G u c e d  i n  T a b l e  I, o p p o s i t e .  Under  t h e  zeneral  c a n a g e r ,  i t  was t o  c o n t a i n  

f i v e  s u b - u n i t s :  

A .  Planning a n d  A n a l y s i s .  
E. Legal Assistance. 
C. Operations.- 
I?. C r e d i t  
E. Technica l  Assistance. -. 

The p e r s o n n e l  p l a n  for t h e  f i r s t  year c a l l e d  f o r  I t  p e r s o n - y e a r s ,  This 

wouLd g r a d u a l l y  be  expanded to 28.5 person-years during t h e  f o u r t h  and f i n a l  

y e a r  of o p e r a t i o n s .  The e x p a n s i o n  wouid take place w i t h i n  t h e  f ramework  of 
, . 

u n i t s  outlined above. 

A more  complex d e s i g n  uas i n s t a l l e d  at PPGE from t h e  b e g i n n i n g ,  however ,  

As d i s g l a y e d  i~ T a b l e  5, i t  i n c l u d e s  a Panama of f i cz  u n d e r  t h e  G e n e r a l  

PIanager ,  a n d  tcto r e g i o n a l  o f f i c e s  i n  C h i t r e  and Dqvid .  W i t h i n  t h e  Panzra 

( c e n ~ r a l )  o f f i c e ,  t I t e r 6  are f o u r  d e p a r i n e n t s ,  t w o  of which ( O p e r a t i o n s  and 

T e c h n i c a l  D e p a r c n e n t s )  are  d i v i d e d  i n t o  seven f u n c t i o n a l l y  s p e c i f i c  subunits. 

As d o c u n e n t e d  i n  T a b l e  6 ,  c o p i e d  f r o m  t h e  p e r s o n n e l  t a b l e  s u b m i t t e d  by 2l4P 

i n  O c t o b e r ,  L98i, t h e  p r o j e c t  began  w i t h  30 fullcine s t a f f  n e a b 2 r s  r a the r  

t h a n  14. 

The f i r s t  g e n e r a l  manager  d e s i g n a t e d  t o  t a k e  c h z r g e  of PPGE was Jaime E. 
- 

S i n o a s ,  who had  p r e v i o u s l y  s e r v e d  EK? es d i r e c t o r  of,the CSAID-sponsored muni- 

cipal l o a n  progran (FODES), Wile i t  p a s s e d  w i t h o u t  official cor i i ient ,  ENP 

a c t l i z l l y  " f o l d e d "  Che r e m a i n s  of t h e  FODEI p r o j e c t - ~ o r ~ s i s t i n g  o f  c o l l e c t i o n s  

on o u t s t a n d i n g  m u n i c i p a l  a c c o u n t s - - - i n t o  t h e  newiy f o r c e d  GEDEL d i v i s i o n  
r 

which a l s o  conta ined PPGE, t h e  s u p e r v i s e d  c r e d i t  p r o g r z m  newly  p r o v i d e d  k i t h  

$10 m i l l i o n  i n  l o a n  l u n d s .  A t h i r d  u n i t  f i n a n c e d  by t h e  I n t e r - A n e r i c a n  

Eevelopaent EanX and  e n t i e l e d  S t r e n g t h e x i n g  P u b l i c  S e r v i c e s  (slnilar to 

FGDE!)  s h a r e s  t h e  szme p e r s o n n e l .  

While  a d n i n i s c r a t i v e  c o n p l e x i t i e s  e r e  c e r - t a i n  t o  arise f rom t h e  d e c i s i o n  

t o  nerge t h r e e  p r o j e c t s  i n t o  a s i n g l e  a::? s u b d i v i s i o n ,  c o s t  a c c o u n t i n g  h a s  

b e c a n e  a n  ever? more s e n s i t i v e  i ssue .  As i s  s o  u f t z n  t h e  case, i t  h a s  b e e n  

s o l v e d  by r e c o u r s e  t o  a f o r n u l a :  



. Table 4 

1 BNP F 
I Board O F  Directors 

1 

General Manager r 
i 

Empl oymn t Development 
D i v i s i o n  & Fund ? 

f 
* 

i 

P l a n n i n g  and Analysis D q t .  

/- 

I 



Supervision 
- and - 

Koni to r i nc  . 

C o l l e c t i o n s -  

Treasury 

- 
Traininq B u d g e t  

A r e a  - 
C o n t r z l :  
C n i t r e  





fngpnicrb industrial 
(~on:rol de cal i d a d  y m a r o d e o )  - Zicardo Rivera 





I. Direct c o s t s  u h i c h  are  r e a d i l y  i d e c z i f i e d  a r e  charged t o  each 
s e p a r a t e  project w i t h i n  GEDEL. 

2. A management f e e  of 2Z oE all cosis  i s  budgeted for t h e  
e n t i r e  department. 

3. I n d i r e c t  c o s t s  ( i n c l u d i n g  such major i t e n s  as  'salaries, 
wages, t r a v e l ,  office expenses, e t c , )  are a p p o r t i o n e d  by 
formula as  follows: 22% to FODE-f, 33X t o  P P G ,  and 38% 
to Inter-Anericzn Development Bank, 

The organization of PPGE within BW has reaained essentially unchanged 

s i n c e  1981. Personnel changes hzve t aken  p l a c e ,  houever. The n o s t  i n p o r t a n t  

of these was t h e  departure of Jaine Sinons in liovembor, 1982, to becozg 

K a t i o n a l  D i r e c t o r  of Casinos.  Officially, he remains  "on leave"  from Banco 

P!acional d e  Panama. Adelina Chavarria, r;ho aow o c c u p i e s  his o f f i c e ,  holds 

t h e  eitle o f  "Technical  Director". 

Al~houzh zwelve s t a f f  n e z b e r s  are  alleged t o  have l e f t  t h e  program a t  

the tine of S i n o n ' s  withdrawal,  s taf f  continuity i n  k e y . p o s i t i o n s  has been 

rather substantial. The f o l l o w i n g  managecent p e r s o n n e l  h e l d ,  a n d  c o n t i n u e  

to h o l d ,  r e s p o n s i b l e  positions: 

iu'ane Present P o s i t i o n  

R o s a l i a  d e  S i n n o n s .  Chief of D e p a r t n e n t ,  P l a n n i n g  
D e n e t r i o  V a l l e c i l l a  C h i e f  oZ g e p a r t n e n t ,  O p e r a t i o n s  
Beyna Vasqu~z D i r e c t o r  of C o l l e c t i o r ~ s  . 
Adelina C h a v a r r i a  Technicel Director ,  PTCE 
Deidaz ia  Arjona C h i e f  of Cepaz tnen t ,  S u p a r v i s i c n  

All of the above can be found l i s t e d  ia Table  6, t h e  original. list -of. PPGE 

personnel. 

A b r i e f  i n t r o d u c t i o n  t o  t h e  f u n c t i o r t s  a n d  r e s p o n s i b i l i t i e s  of eac3 of 

the d i v i s i o n s  a n d  p r i n c i p a l  s u b u n i t s  i d e n t i f i e d  i n  Tab l e  5 w i l l  b e  p r e s e n t e d  

below: 

1. General Manager. 

In a d d i t i o n  t o  z e n e s d  s u p e r v i s i o n ,  t h e  T e c h n i c a l  Direcror's 

unique  r e s p o n s i b i l i t i e s  a r e  to r e a r e s e n t  ?BGS.in d e a l i n g s  wi th  p r o j e c t  

sponsors: IBD a n d  USAID. Piore f r e q u e n t l y ,  t h e  TD serves as a nenber of t h e  

E:;? Credi: c o c - i t t e e ,  u h i c h  rneets bimonthly :o revie\ ;  a n d  v o t e  o n  a p p r o v a l  

oE l o a n  a p p l i c a t i o n s .  >.li nenbers of t h e  C c x % t t e e  cxcepL h d - l i n a  C h a v a r r i e  

2 re  f r o n  o t h e r  p a r ~ s  of t h e  aank .  



2. P l a n n i n g  Of f i ce .  

L i k e  ;he g e n e r a l  manager, t h e  p l a n n i n g  o f f i c e  appears t o  repre- 

senC PPGE i n  d e a l i n g s  w i t h  t h e  outside world, e.g., in prepara~ion of , 
s;acisr ics ,  r e p o r t s  a n d  p r o j e c e i o n s  f o r  consumption e l s e w h e r e  w i c h i n  che  Sank. 

This is t h e  o n l y  Department w i t h i n  PPGE uhich apoears Eo have l i t t l e  d i r e c t  - - 

c a n t a c t  w i t h  c l i e n t s .  I t  is c o n s i s z e n t  w i t h  t h e s e  observations t o  mte t h t  

t h e  director of this Departoent was a s s i g n e d  to represent PPGE in the 

, - .  . e v a l u a t i o n  study c o n d u c t e d  by t h e  authors, 
. - * _ .  - _  -- ._ 

3, Legal Assistance, - ibis u n i t  has w o  p r i r a r y  f u n c t i o n s .  The first is to cercifp 

the l e g a l  s t a t u s .  o f - d a c u e n t s  provide& a r s u p p o r t f  o~applicacions prepared 

b y - p r o s p e c t i v e  b o r r o w e r s .   he second is t o  take a c t i a ~ a - e l i n q u ~  

a c c o u n t s .  . Because of t h e  rather lenient a t t - i t u d e  maintained to;iard lace 

paymen t s  tl~rouphoui t e  program,  t h e  f i rs t  of th2se funcLions is nore mpor- 

tmt than zhe second.  . .  
* 

Since t he  l a r g e s t  number o f  a2plications rejected f o r  a s p e c i f i c  reason 

are  t u r n e d  doun because .. -- of . ' n a d e q u a t e  garanrias ( c o l l a t e r a l  requirenentsl ,  

t h e  l e g e l  o f f i c e ,  ahich reviews t h e  e v i d e n c e  of o w n e r s h i p  presented, occupies 

an i z i po r tan t  position, T h i s  o f f  ice a l s o  p r e p r e s  -!he c o n t r a c t s  which s e n e  

a s  loan a g r e e a e n E s ,  

4. Technical D e p r t z e n t  ,, -- - 
T h i s  " C e p a r t r , e n t V ,  w h i c h  has  no d i r e c t o r ,  is o n l y  a se t  of  con- 

ponencs, each o f  which has its o m  c h i e f  of o p e r a t i o n s .  - 
a.  Analysis a n d  E v a l u z t i o n .  

- T 5 i s  d i v i s i o n  is r e s p n s i b l e  f o r  t h e  p r e p a r a t i o n  of 2roject 

s ~ o d i r r s .  These  stcdies zre  the b a s i s  of-deternination c o n c e r n i n g  the e l i g i -  
= - - - - - -  

b i l i c y  of ~ h e  a p p l i c a n t  and :hp_ financial v i a b i ' i t y  of the projec t .  Prelin- 

i n a r y  s c r een ing  of a p p l i c a t i o n s  takes place w i t h i n  t h i s  d i v i s i o n .  C l i e n t  

r eques t s  for disburseaent a r e  referred t o  A n a l y s i s  and E7;aluation f o r  

zpp rova l ,  as are  any a e t e n p t s  t o  af-r terms df  t he  o r i g i n a l  lo23 zigreenent. 
C . . b.  s u p e r - v ~ s l o n  and Monitcring. - 

Once 2 l o a n  has b e e n  a?? rovod ,  r e s p o n s i b i l i t y  for  execution is 

assured ty t h i s  divisicn. S;te visits a r e  ra%e to v e r i f y  the p u r c h a s e  of 





F r i i n a r y  respo2sibility f o r  s u p e r v i s i o n ,  n a n i t o r i n g  2 n d  t e c h n i c a l  assis- 

= n c e / t r a i n i x g  is r e t a i n e d  by the  P a n a s a  h s a d q u a r t e r s  of GE3EL. L'hile they 

provi~e l i n i t e d  s e r v i c e s ,  i t  is difficult t o  escape the c o n c l u s i o n  t h a t  t h e y  

are u n d e r u t i l i z e d .  This j u d g e m e n t  f o l l o w s  f r o m  t h e  p r e s z n t  distribution of 

loan  a p p r o v a l s ,  2% of which are  within t h e  j u r i s d i c t i o n  of t h e  r e g i o n a l  

o f f i c e s :  48 o f  192 cases. - - 

C o n c l u s i o n s :  .4 C l i e n t - C e n t e r e d  C r e d i t  P ronram.  

The f o r e g o i n g  d e s c r i p t i o n  of l o a n  terms and PPGE o r g a n i z a t i o n  provides 

t h e  f:ameuork w i i h i n  which t h e  p r o g r m  has  o p e r a i e d .  The i n t e n r i o n  o f  projeciz 

d e s i g n e r s  was t a  i m p l e m e n t  e n p l o y a e n t  g e n e r a t i o n  by p r o v i d i n g  c r e d i t  on t e r m s  

which w e r e  b o t h  (1) favorable t o  the c l i e n t ,  a n d  ( 2 )  a s  c l o s e  t o  p r i v a t e .  

s e c t o r  c o n ~ e r c i a l  banking p r a c t i s e s  a s  possible. 

The l o a n  t e r m ,  interest ra tes ,  a n d  p r o v i s i o n  of a s s i s t a n c e  t o  c l i e n t s  

%ere i n t e n d e d  t o  a t z r a c t  a p p l i c a n t s  who were e i t h e r  unable o r  u n w i l l i n g  t o  
1 

seek  f i n a n c i n g  f r m  c o ~ ~ a e r c i a l  facilities. Hovever, s e v e r a l  w s p e c i f i e d  

f e a z u r e s  of these t e r c s  have  b e e n  t h e  socrce o f  p r o b l e m s  ir. p r o g r a 3  o p e r z t i o n s  -- -. --- 

to dace:  

1 .  Preference f o r  new vs. e x i s E i n g  enterprises : a s  n o t  s p c i f i e d .  

A careful r e a d e r  nighi c o n c l u d e  t h a t  t h e  o x n e r - o p e r a t o r  r e q u i r e m e n t ,  

t h e  s ? e s i f i c a z i o n  t h a c  b o r r o w e r s  d e m o n s t r a t e  ' " a n a g e r i a l  c a p z b i l i r y " ,  end  =he 

s u b s ~ a a t i a l  average size of l o a n  p roposed  (S31,009) ~ o u l d  all k ? l y  a pre- 

f e r e n c e  f o r  lendizg to e x i s t i n g  firm ra the r  t h a n  t o  new e n t e r ? r i s e s .  3ow- 

el.-erJex e n " t r 2 r e n e u r s  a n d  t h e i r  p r o j e c t s  were not -specZ£icall;;_exduded 

f r o a  c o n s i d e r a ~ i o n .  

I n  p rec t i i e ,  l o a n s  have  b e e n  g r a n t e d  t o  e i rher  create  or-expand existing 
- 

f i r m s  w i t h  almost equal p r a S a 5 F l i t y .   hey have- p r o v e n  t o  b e  u n e q u a l  i n  their 

s u r v i v e l  ~ o t e n t i a l ,  h o u e v e r .  A Less v i s i b l e  c o n s e q u e n c e  o f  f a i l u r e  t o  

s p e c i f y  tv-he:Ser cre2 i t  shocld b e  p r o v i d e d  :o ceu or  e x p a n s i o n  e n t e r p r i s e s  

is t h e  ~ x . c v e n  d e z a n d  g e n e r a i ~ d  f o r  t e c h n i c a l  z s s i s t a n c u :  each Lype o f  

e n t e r 2 r l s e  h a s  d r s t i n c t  r e q u r r e s e n t s .  

2. 1-!o lower i i x i t  x a s  p laced o n  t h e  l o a n s  p r o v i d e d .  

T h e  i n E e n t  of t h e  progrza !;as enpZoj.irier.t generation. 1; \;as n o t  

xr.%en?e< to d ~ s c r l a i n a t e  a z a i n s ~  a n y  ciass cf 2ros-active entre?re?cur; ri - 

5 s - . . e v ~ r ,  5~ failec! :o reco~nize .2 t h z t  ? e l o . . ~  a cerEain level, l o z n s  z r e  

E j , r  ,2..,ei,rLL-i-jl -+ ;? ' -  S ~ 3 1 ; 1 ~  p r ~ l ~ i d e d  t3 f s ~ i l i e ~  for househgld scale o?oratlcns razher  
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Chi r iqul '  
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Los S a n t o s  

I 

Panac-2 

Veraguas 



t h a n  to flrns. Since t ae  l abo r  f o r c e  f o r  t h e  f o r m e r  is  c o c t a i n e d  w i t h m  

t h e . h o u s e n o i d t h a t  d e f i n e s  t h e  s c o ? e  of business a c t i v i t y ,  it x 5 l l  conerate 

n o  new iobs .  O f  t he  192 l o z n s  zpp roved  p r i o r  t o  J c l y  1, 1983, 1 3  ( 2 3 2 )  - 
were f or_-less than -$10,0Q0. 

3 .  hr- s p a t i a l  distribution o f  c l i e n t s  xas presc r ibed ,  

I f i i l ?  much of t h e  project paper  is taken up w i t h  a n a l y s e s  of unera- 

@oyment - and ~overty,~tont~asting t h e  " m e t r o p o l i t a n  c o r r i d o r "  w i t h  other 

regions of t h e  count ry ,  this division is not reflected in t h e  p r o j e c t  design. - 
-- - 

A preference is i n d i c a t e d  for n e t r o p l f t a a  Panama because of i t s  h i g h  son- 

c e n t r a r i o n  of unemployed, b u t  no  p r o ? o r c i o n a l  OivLsion of p ro jeccs  is rscam- 

mended. 

By 1 1 , 1 9 8 3  t h e  -- 192 p r o j e c t s  app roved  were d i v i d e d  s u c h  t h a t -  1 bl  

(53%) were i n  t h e  n e t r o p o l i t z n  r e g i o n  a n d  91  (L7%) were outside it. Unfor- 

t u n a t e l y ,  this allocation doss n o t  m a t c h  t h e  d i s g r i b u t j o n  o f  supe~visory a n d  

t e c h n i c a l  s u p p o r t  resources,  These a r e  h e a v i l y  c a n c e n t r a t e d  i n  t h e  netro- 

politan region. 

The BNP c o n s i s t s  of  a n a t i o n a l  ne twork  o L 4 5 _ b r a n c h e s ,  which are 

i d e n t i f i e d  a n d  distribured i n  Table 7, opposite, It s h o u l d  n o t  h a v e  taken 

much a d d i t i o n z l  p l a n n i n g  t o  localize pronotionai efforts i n  order t o  s o r r e s -  

pond t o  t h i s  C i s t r i b u E i a n .  The p e r s o n n e l  r e s o u r c e s  and s u p p o r t  s e r v i s s s  cocld 

then  have been a l l o c a t e d  p r o p o r t i o n a t e i y .  

The a d m i n i s t r a t i v e  appara tus  p r o v i d e d  by t h e  E a n c o  N a c i o n a l  de Panam 

xas sore e l a b o r a t e  t h a n  i n t e n b e d  from t k e  b e g i n n i n g ,  It c o n t a i c e d  boch n o r e  

depar:nents a n d  more p e r s o n n e l  t h a n  o r i g i n a l l y  envisioned. S i n c e  only o n e  of 

- L ~ C C P  D e p a r t n e n r s  ( O p e r a t i o n s )  represents c o n v e n t i o n a l  b a n k i n i ,  t h e  per -  
r 

f o r n a n c e  o t  ~ ; % z r s  i n  areas such as  Supervision ~ n d  Technical Assistance s h o u l d  

hzve been c a r e f u l l y k o n i t a r e d .  

Two provisions o f  t h e  project d e s i g n  a p p a r  t o  have been  comprozisea 

frsn  he b e g i n n i n g  by  t h e  a c k i n i s t r a t i v e  s t r u c t u r e  e s t a b l i s h e d  within t h e  - BSP f o r  h a n d l i n g  PPGE o p e r a t i o n s .  r k r s t ,  t h e - p l a n  a p p e a r s  t o  r e q u i r e  t h e  

c r e a t i o n  of a n e w  wit  e x c l u s i v e l y  f o r  administration of t h e  s r r p e r v i s e d  c r e 2 i t  

prograz. J u d g i n g  Erm t he  formula  a p p l i e d  t o  c o s t  a p p o r t i o m e ~ t ,  i t  is 

r e c e i v i n g  about 2 / 5  (38:) of t h e  tixe o f  t h e  p r e s e n t  s t a f f :  w h i c h  a l s o  manages 

tie FOT)S-I a n d  ADB loan portfolios. 

The project design clearly s p e c i f i e s  i h ~  need for a regiscer G E  p r i v a t e  
. . .  - 



consult an:^ to 2 r a v i d e  f o r  the t e c h n i c a l  assistznce requirenents of l oan 

r e c i p i e n t s .  The 3X-collected on loans for technical assistance was to pay 

che Eees of these consult an:^. I n s t e a d ,  t e c h n i c a l  a d v i c e  i s  p r o v i d e d  by 

P1GZ personnel within the Departnenr of Tech?ical Assistance and  Training. 

to which t h e  3% fee is also  d i r e c t e d .  A f i e l d  survey of 40% of the active 

enterprises receiving loasf;l,if,ed. tn d i s c l o s e  a s i i l g l a  case of t e c h n i c a l  - 
assistance provided by a p r i v a t z  c o n s u l t a n t .  



G,TING TO KKON THE PROGRAM 

I n f o r n a t i o n  R e s o u r c e s  a t  PPGE 

Evaluatisn Strategy 

The i n q u i r y  a n d  assessneni of  the s u p e r v i s e d  c r e d i t  p rogran  a t  the Banco 

Nac iona l  d e  Panama was performed over the course of six veeks between J u l y  5 
and August 19, 1983. P a r t i c i p a n t s  i n c l u d e d  t h r e e  p e r s o n s  (Robe r r  Wadcenberg, 

Beverly Hackenberg, and Rene H i n a j o s a )  who had  recently worked on the evalw- 

tion of a similar program wi th in  the UR3E Project-the ac t iv i t ies  of the  

Di tecc ion  C e n e r a l  d e  l a  Peouena Em~resa wi th in  the i X i n i s t r y  o f  C o m c r c e  and 

I n d u s t r y  ( H I C I ) .  The dasign of the BET evaluation adhered closely to t h a t  

eiaployed during January-Apr i l ,  1983, i n  the DGPE i n q u i r y .  The i n t e n t  w a s  t o  

f ac i l a te  comparisons between t h e  tr;o l o a n  p r o g r a s s  d i r e c t e d  toward  m a l l  and - -  . -  

mediiun e n t e r p r i s e s .  Results of  t h e  DGPE-inquiry are c o n t a i n e d  i n  RURAL GRG!JTH 

AND SFRVICE CENTERS: The S m a l l  S c a l e  E n t e r 9 r i s e  Congonent ,  by R. Hackenberg ,  
* . 

R. Hinajosa a n d  B. Hackenberg ,  A p r i l ,  1983, 

I n  b o ~ h  assessments, t h r e e  t y p e s  of d a t a  were collected. The official - .  

r e c o r d s  of p e r f o r m a n c e  were o b t a i n e d  fuam t h e  agency .  The- p e q f o r c z n c e  r e c o r d ,  

a n d  the organization and o>e_ration of t h e  credit facility, were t h z n  i n r e r p r e -  

t e d  thro~gh i n t e r v i e w s  w i t h a k e y  o f f i c i a l s  i n  all d e p a r t a e n t s ,  The client's 

p e r s g e c t i v e  on t h e  p r o j e c t ,  and t h e  o v e r a l l  i m p a c t  of the p r o g r a n  on its - 
employment targets, were d e s c r i b e d  and  neasured t h r o u g h  a f i e l d  scudy of a 

saaple of 203n r e c i p i e n t s ,  - . .- 

The c o n y e r g e n t  analysis of t h e s e  t h r e e  t y p e s  of  i n f o r m a t i o n  were i n t e n d e d  

t o  provide t h e  data for meeting t h e  five specific r e q u i r e s e n t s  containeZ in 

our scope of wkk: . - - - -  - 

1, Review t h e a v a i l a b l e  pool of raw s t a t i s t i c a l  d a t a  and its 
current utilization. Identify p o t e n t i a l  new s t a t i s t i ca l  - 
inputs available b u t  ~ c t  b e i n g  c o l l e c t e d  o r  a p p r o p r i a t e l y  
u t i l i z e d .  

Design the necessary forzats and p r o c e d u r e s  to obtain t h e  . 
b a s e l i n e  da ta  t o  d e s i g n  a p r o j e c t  n o r i i t o r i n g  a n d  e v a l u a t i o a  
systen.  T h i s  s y s t e n  s h o u l d  b e  c o m p a t i b l e  w i t h  autoaatea data  
p r o c e s s i n g  systens. 

2 .  Prepare  a flair c h a r t  of t h e  B!:P r e n d i n g  and  TA p r o c e d u r e s .  
Average time per s t e p  is t o  b e  i n c l u d e d .  

3, Esanine t h e  technical assistance p r o g r a x  and  d z f i n e  areas 
of strength and weakness. 

- .  



4 .  C o n d u c t  f i e l d  v i s i t s  to a sacple g r o ~ p  of Sorrouers to. 
c o n f i r m  BNPrs d a t a  a n d  gather borroxer  o g i s i o n s  OD t h e  

- program. 

5, Carry out a c o s t / e f E e c t i t e n e s s  anal-ysis 05 t h e  SCP COG- 
p s n e n t  a s  is, a n d  p r o d u c e  S-year c o s c / e f f e c t i v e n e s s  
p r o j e c t i o n s  assuming v a r i a t i o n  i n  k y  inputs (sensitivity 
analysis). 

The usefulness of each of ou r  t h r e e  p r b a r y  data sources f o r  complying with , 

the specifications o f  the scope of work w i l l  be described and reviewed below. 

Record S o u r c e s  Within t h e  BW 

I n  e a c h  D a p a r t x e n t  o r  subunit of the ?'I;Z. there a r e  tvo lunds of record  

s o u r c e s  uh icn  aay b e  present: e n t r i e s  o f  e v m r s  a n d  t r a n s a c t i o n s ,  and reports 
- . . 

i n t e n d e d . . t o  s w a r i z e  a n d  i n t e r p r e t  them. ine f o r n e r  are t h e  "ray statistical 

d a t a "  d e s c r i b a d  i n  i t e n  f l  above-  from t h e  s;o:e of viork.. 

A.  D e p a r t m e n t  of O p e r a t i o n s .  

S i n c e  t h i s  is t h e  l o c u s  of c ~ n v e n t i o n a l ~ b a n k i n g  t r a n s a c t i o n s ,  and t h e  
19 n e r v e  c e n c e r "  of t he  e n t i r e  o r g a n i z a t i o n ,  i; i s  the logical p l a c e  ro begin. 

E o c u n e n t a r y  s o u r c e s  m a i n t a i n e d  i n c l u d e  t h e  f o l l o u i n a :  

The p r o j e c t  studies and r e l a t e d  docunents are f i l e d  separately 

by c y p e  of l o a n :  i n d u s t r i a l ,  c o m e r c i a l  or s e r v i c e .  They are i n  chrono- 

l o g i c a l  nls~lber s e q u e n c e  within each of t h e s e  classes. Each c l i e n t  has a . 

s e p r t r e  section i n  t h e  archives, c o n t a i n i n g  h i s  p r o j e c t  study, copies o f -  

h i s  disembolsas ( d i s b u r s e z e n t s ) ,  a n d  t ne  t e c b i c a l  reparcs from t h e  Depar r -  
- .  

sent of S u p e r v i s i a n  ( I n s p e c c i o n  y A- la l~o)  ha.->= t o  l o  :ah assessment of  

p r o p e r t y  p l e d g e d  a s  collateral. T h e r e  zre co 
f 

jobs c r e a t e d ,  or b u s i n e s s  activity in t h i s  f i l e .  The Xrchivo is no t  t h e  
1 I c o n ~ l e t e  r e c o r d "  of each l o a n  account t i h i ch  33°F' officials soaerines paintair!. - 
However, i t  c o n t a i n s  t h e  -c.i c l i e n t  w h m  s e r v e s  a s  a p o i n t  

of  e n t r y  f o r  f o l l o w i n g  a n  accoun: t o  i e s  presenr status. Tine k e y - i t e e i s  

t h e  proje-L s t u d y ,  made a t  the t ime o f  a p p l i c l c i o n  end never u p d a c e d ,  by 

t h e  Departzent of A n a l y s i s  and  E v a l ~ a t i o n .  

2 .  E s ~ a d o  d e  Cuento. 

Ledger  siieecs b e a r i n g  i s  ti:l? are  ~ a i n t z i n e d  azd  u p d a t e d  
- 3  nonthly. li C Q ? : ~  of  this f o r n  a p g e 3 r s  as 4 p ~ s z d i x  2-1. ~ n e  ze<isr;: is a 

c o n v e n t i o n e l  ncc~untir~/billin~ zachine of. .~.5s sari ezp loyed t o  ? r e p a r e  bank 



bank s t a t e a e n t s  i n  t h e  pre-computer  era. Each p r i n t e d  e n t r y  is c a d 4  and 

s u b - c a t e g o r i z e d  2 c c o r d i n g  t o  a complex f o r n u l a  which r e n d e r s  rhen  difficult 

t o  i n t e r p r e t .  T h e s e  . .--- r e c o r c ? ~  a r e  cons ide r ed . . con f iden t i z l  and are-noravai lable  

t o  insp_qc_tion. . 

3. C o n t r o l  d e  Cobros .  - . . -  . 

smnary c a r d  (8.5" X 8.5") is m a i n t a i n e d  by the c o l l e c t i o n s  

o f f i c e  w i t h  ..ie k e y  i n f o r m z t i o n  from t h e  E s t a d o s  d e  Cuen tos .  A copy of this 
-- .- - -. 

farm a p p e a r s  as Appendix B-2. It provides a cocprehensive sumnary of dates -. ~ of d i s b u r s e m e n t  and repayment  w i t h  amounts  o f  e a c h  t r a n s z c t i o n .  . 4 

-* / 
V 

I n e  Concrol de Cobros  card a l s o  p r e s e n t s  t he  p l a n  of repzymeni 
J$ 

(pleno d e  ~ a a o )  f o r  t h e  l o a n ,  l e n g t h  o f  g r a c e  p e r i o d ,  and the a L l o c e t i o n  of 

a l l  p a y n e n t s  r e c e i v e d  t o  capital, i n t e r e s t  a n d  t e c h n i c a l  a s s i s t a n c e .  T h e r e  

is a column r e c o r d i r  t h e  b z l a n c e  u n p a i d  03 -riLo .C-______'g 
L t h e . ~ t - z ! ~ ~ ~ f i ? l a 1  

s e c t i o n  r e p o r t i n g  t h e  delinqtlex-jcy ~ s t ~ u s ~ ~ ~ o r o s i ~ d ) _ p £ ~ ~ t ~ e ~ a . c c ~ ~ u ~ ~ ~ . ~  - - .- _ _  - - - - 
- s i n c e  c h a n g e s ' i n  t h e  a n o u n r s  a s s e s s e d  each c l i e n t  h a v e  been  nade by 

~ ehe c o l l e c t i o n s  o f f i c e  t o  r e f l e c t  t h e  s c h e d u l e  of d i s b u r s e m e n t s ,  a n d  the  Con- - 
t r o l  d e  Cobros card i s  t h e  o n l y  r e c o r d  o f  t h e s e  n o d i f i c a t i o n s  appear ing  i n  

~ t h e  bank ,  they a re  q u i t e  i n p a r t a n t  d o c u n e n t s .  It is  n o t  p o s s i b l e  t o  o b t a i n  a 

~ perspect ive  on c o l l e c t i o n  p r a c t i s e s  ( z s  conpa red  wi th  p r i n c i p l e s )  without 
- 

access t o  the<* .  The  r e c o r d s  a r e  c o n s i d e r e d  c o n f i d e n t i a l  an--- - . rd3.k 
/ - - for i n s l e - c t i c n ,  - , - 

4, Morss idad  deE PPGE. 

0 .A m o n t h l y  r e c o r d  is p r e p z ~ e d  survnar iz ing  t h e  s t t t u c  o f  d e l i n -  
- 

q u e n t  a c c o u n t s .  The  l o a n  number-and-name oE-e:a~h-~Jt  - _5 

'@GI--, t o g e t h e r  

with h i s  a c c ~ ~ n u l a  t e d  i n d e b ~ e d n e - z s  t o  - p r i n Q d .  _ - -  - ifiterest znd  t z e c h n i t a l  - 
as s i s : ance .  1ndeb te ; ines s  is c h ; r a c t e r i z e d  by :mounts i n  t e n s o r a l  u n i t s  of 

30 d a y s ,  60 d a y s ,  90-120 d a y s , . n o r e  t h a n  182 d a y s ,  and more t h a n  one year .  

~ A copy  o f  t h i s  form a p ? e a r s  a s  Ap?endix B-3. Copies f o r  January-June ,  1933, 

~ were  p r o v i d e d  t o  u s .  

5 .  Analisis s o b r e  P r o y e c c i o n e s  y Recupe rac fones  d e l  Capital, 
I n i e r e s e s  y A s i s t e n c i a  Tecnica. . . 

T h e  evaluat ion team d i s c o v e r e d  t ha t  no  r e c o r d  was b e i n g  ke?t 

c o n c e r n i n g  a c c o u n t s  r e c e i v a b l e  w i t h  r e f e r e n c e  t o  t h e  c o l l e c t i o n s  vhich were 

a c c u n u l a t i n g  i n  t h e  program. Kithout s u c h  a r e c o r d ,  c o l l e c t i o n s  c o u l d  n o t ?  
/ 

b e  compared with a target f i g u r e  r e p r e s e n t i n g  t h e  aaounc d u e  2 n d  payable 

/ e v e r y  month.  
'--- 



A f t e r  c o n s i d e r a b l e  d i s c u s s i o n ,  the accom:an: i n  charge of t h e  PFGE 

p r o g r a m  a g r e e d  that such a rec0r .d-was d e s i r e z b l e ,  zaG discovered t h a t  infor- 

m a t i o n  f o r  this pur;t?ce c c d d  b e  re t r ieved (al~houga d i f f i c u l t i e s  xere sub- 

s t a n t i a l ) .  Af ter  s e v s r a l  w e e k s ,  a r e p o r t  c o a x a s t i a g  a c c o u n t s  r e c e i v a b l e  

w i t h  c o l l e c t i o n s  was p r e p a r e d  f o r  t h e  f i r s t  s i x  c o a t h s  of 1983. See 

Appendix B-4. 

The r e p o r t  is d i v i d e d  icto sepra te  sections f o r  e a c h  of the sajor 

c a t e g o r i e s  i n  which c o l l e c t i o n s  are r epo r t ed ;  c a p i t a l ,  i n r s r e s t  a n d  technical - 
R. I t  a s s i s L a n c e .  : n e  c~ i i i r ' ;~n  headed p r o j e c t e d  r e c o v e r y H  ( 2 e c ~ ? e r a c i o n  ?rovectada) 

f o r  each n o n t h  carries forward  t h e  u n c o l l e c t e d  balance f rom a l l  p r e v i o u s  

m o n t h s .  I t  h a s  more  m e a n i n g  as a c u m u l a t i v e  r o t z l  t h a n  as  a target f i g u ' r e  

f o r  c o l l e c t i o n s .  

T h e  a c t u a l  m o m t  d u e  a n d  p a y a b l e  d u r i x g  e a c h  n o n t h  is h e a d e d  

" c o l l e c t i o n  f o r  t h e  n o n t n "  (Cobras d e i  Ples). T h e  sca ;;hich was c o l l e c t e d  
& 

f o r  that z o n i h  is h e z e d  " r e c o v e r y  r e a l i z e d "  ( R e c u ~ e r ~ c i o n  R e a l i z z d z ) .  The 

d i f f e r e n c e  b c t x e e n  t h e  t::o is t h e  d e l i n q u e ~ c j .  f i ~ u r - e  f o r  t h a t  m o n t h  (.hloresi- 

d a d  d e l  ZIPS). 

The  D e p a r t ~ e n t  s f  O p e r a t i o n s  a p p e a r s  t o  zgroe t h a t  this is a useful 
/ 

re2cr t  f o r 3  a n d  a f f i r m  its i n t e n :  t o  c o n t i n u e  t o  ?regare  t h i s  i ~ f o r n r a t f o n  

on a c o n t h l y  b a s i s  i n  c h e  f u t u r e .  A t  t h i s  t i ce .  ho::e-;er, o n l y  one retrc-  

s p e c t i v e  regor: has b e e n  i s s s e d  t o  t h e  e v a l u a t i o n  tern, It  v a s  a l leged t ha t  

a n y  attezpc t o  c a r r y  t h e  a n a l y s i s  Sack f u r ~ h ~ r  t h a n  t he  e n d  o f  che  c a l e n b r  

y e a r  u o d d  r e q u i r e  core r e s o u r c e s  t h a n  xerz  a v a i l a b L e  f o r  t h i s  p u q o s e ,  

I n t e r v i e w s  w i i 5  t h i s  D e g a r t n e n t  b r o u g h t  f o r t h  t h e  a d n i s s i c n  that 

sevsral  i n t e r n i l  audits had been p r e p r e d  by r h e  3ST p r i o r  t o  the e v a l u a z i o n ,  

Zeports u e r e  n o t  mark a v a i l a b l e  hovever s o  i t  u a s  n o t  2 o s s i b l e  t o  d e t e r n i r e  

w h e t k r  t h e  bank  a u d i t o r s ,  l i k e  t h e  e v a l c a t o r s ,  uere i z t e resced  i n  t h e  rela- 

E i o ~ s h i ?  Se~ueen c u r r e n t  c o l i e c t i o n s  a n d  riinn:hly a c c o u n t s  recei-zable. . 

6. R e e n b o i s o  Soiicicado a i  A I D .  

: t y p e : i r i t t e n  r e q u e s t  f o r  r e z n b u i s e c e n t  of l o a n  e x p e n d i t u r e s  is 

g r e ~ a r 2 d  p e r i o d i c a l l y  by P P X ;  e i ~ h t  of  these ?.aye Seen s u b n l t t e d  t o  USA15 

t o  d a c e ,  and a n i n t h  is i n  preparation. !.'bile the  s ing le -page  resul~ oE 

th:s account?n; t351: is ~ . a l u a b l e ,  t i e  process Sy *h.hich it is p r s d u c e d  c r e a t e s  
. . a ncch z o r e  u s e f u l  r e s o l r c e :  l edger  s h e e t s  S L T L T ~ T ; Z I R Z  d i s 5 c r s e z 1 c n t s  co 

d a c e  fcr e a c h  c l i e n z  ~ 3 3  52s recei.;ed 3 lozn. 
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t y p e s  of a c t i o n :  a d d i t i o n s  .. . ( a d i c i o n e s )  t a  e x i s t i n g  l o a n s  a n d  c h a n g e s  

( m o d i f i c a c i o n e s )  -. i n  p l a n s  f o r  p a y n e n t .  An a d i c i o n  occurs when, i n  t h e  

o p i n i o n  pf t h e  c l i e n t  a n d  t h e  Bank, a p r o j e c t  is d o i n g  s o  w e l l  t h a t  i t  can 

a b s o r b  additional f i r * a n c i n g .  A n o d i f i c a c i o n ,  on  t h e  o t h e r  hand,  r e f l e c t s  a 

client's inability 60 gay t h e  a m o u n t s  of a m o r t i z a c i s n  o r i g i n a l l y  agreed upon. - .- . - 
A change i n  t h e  r e p a y m e n t  plan i n v o l v e s  e i t h e r  a n  e x t e n s i o n  of tine, a reduc- . - -  - .  . _  - .  - -. . -,.- .-a- - . - -. 
t i o n  i n  m o n t h l y  payments,ocboth. . -  . - - 

T h e  ' l i s t i n g  maintained i n c l u d e s  t h e  f o l l o u i n g  irems: 
-, -. .-- - -- - - - - 

a. L o a n  numb& and cliens' s name. 
b. Tottl c a p i ~ a i i z a t i a n  o f  p r o j e c t .  
c, T o t a l  amount o f  t h e  l o a n ,  

. - d .  Amount c h a r g e d  t o  AID, GOP a n d  BNP, . - 
e .  T y p e  o f  p r o j e c t  ( i n d u s t r i a l ,  c o m m e r c i a l ,  s e r v i c e ) .  . 
f. K a t u r e  of t h e  e n t e r p r i s e .  
g. New o r  e x p a n s i o n  l o a n .  
h. E m p l o y e e s  t o  b e  g e n e r a t e d .  
i. L o c a t i o n  of t h e  e n t e r p r i s e .  

6 - > 

F o l l o w i n g  Dec>mber 31, 1982' ,  u p d a t e s  have b e e n  made o n  a m o n t h l y  

basis ,  The nos:. r e c e n t  is f r o %  J u l y ,  1983. T h e s e  r e p o r t s  w e r e  made a v a i l -  

a b l e  t o  t h e  p r o j e c t  e v a l u a t i o n  team. I n  a d d i t i o n  t o  t h e  items m e n t i o n e d  

a b o v e ,  t h e y  r e l a t e  t h e  t o t a l  sums a p p r o v e d  f o r  d i f f e r e n t  c lasses  o f  l o a n s  

( i n d u s t r i a l .  cmmercial  a n d . s e r v i c e 1 .  

I n  r e u o r t i n o  what t h e s e  d o c u m e n t s  c o n t a i n ,  o n e  s h o u l d  a l s o  n o t e  

w h a t  t h e v  - o m i t .  An " a p p r o v a l "  ( a p r o b a d o )  is a n . a d n i n i s t r a t i v e  act which -- .- . . 

clears t2ie way f o r  a c l j e n t  t o  n e g o t i a t e  r e m a i n i n g  s t e p s  i n t e r v e n i n g  between - '  b" 
a p p l i c a t i o n  ?nd d i s b u r s e m e n t .  Many m o n t h s  may &apse b e f o r e  a l o a n  is s c t u a i l y  

pa id .  Spme a re  n e v e r  p a i d .  T h e  p r a c t i s e  ac  BNP, v h i c h  is  t o  r e ? o r t  a p p r o v e d  

l o a n s  a s  i f - t h , b y  were p a i d  l o a n s ,  l e a d s  t o  e n d l e s s  c o n f u s i o n ,  a n d  some degre-e 
.. ..- . -  . - . .  . - . . 

of m i s r e p r e s e n t z t i o ~ ,  .. See Appendix  6-2. _ _  . . 
.. . ' . .  . 

3. - I n f  orme P lensua l .  

A monthJyYrepor t  t o  tkh.e -_Te+-q&c~-&_Ilfqgctop r e p e a r s  - t h e  in'forna- 
. 

t i o n  i n  t h e  " p r e s ~ a r n o s  a p r o b a d s s "  d o c u m e n t s ,  a n d  gives  a d d i t i o n a l  material 

as, f o l l o w s .  C l i e n t s  u h o s e  a p p l i c a t i o n s  !;ere r e j e c t e d  ( r e c h a z a d o s )  a re  de----- 

s c r i b e d  f o r  t h e  n o n r h  t ; r e c e d i n g .  C l i e n t s  vrh.ose ~ r o j h c t s  a re . . l lnder  st .udv are 

l i k e w i s e  i d e n t i f i e d .  Th.e m o n t h l y  list in^ of c l i e n t s  v i s i t e d  bv p e r s o n n e l  of 

t h e  nepar tmenr  ( v i s i t a d o s )  may b e  c o n p a r e d  w i t h  the l i s t i n g  of c l i e n t s  who 

f i l e d  nev a p p l i c a t i o n s  ( a t e n d i d o s ) .  See s a m p l e  p a g e s ,  A ~ p e n d i x  C-3.  



e. C o l l a t e r a l  pledged nay b e  inspected. 
f .  E e o n o ~ i c  s o u n d n e s s  o f  t h e  ezterpr ise  nay be 

a s s e s s e d ,  including t h e  r e c x i r e n e n t  t h a t  t h e  
i n t s n a l  ra te  of r e t u r n  nust b s  greater t h a n  
the c o s t  of ca?i tal .  

The p r o j e c t  s t u d y  p r e s e n t e d  t o  t h e  Credit Cotlinittee s h o u l d  ans-et 

a l l  questions c o n c e r n i n g  the e l i g i b i l i t y  of a l o z n  f o r  c o n s i d e r a t i o n  under 

t h e  program. As d e m o n s t r a t e d  above, i t  ans7.ers - nost  o f  them. However, there 
-. . 

are two c o n d i t i o n s  i n c l u d e d  i n  t h e  "Requirecenrs f o r  Eligibility", prepared 

and s u b m i t t e d  t o  USAID by BNP i n  O c t o b e r ,  1931, whFch a re  nor covs rzd :  
1 

a. B u s i n e s s e s  s u p p o r t e d  zre  t o  h e l p  p r o v i d e  f o r  
t h e  n e e d s  of t h e  c o u n t r y  and confornn t o  the 
~ r i o r i t i e s  o f  n a t i o n a l  d e v e f o p e n t ,  S ~ e c i z l  
a t t e n t i o n  s h o u l d  b e  2 i ~ ; e n  t o  i n p o r t  s u b s t i t u -  
t i o n ,  o?tirnun u s e  of  natural r e s o u r c e s ,  and p r e -  
s e r v a t i o n  o f  e c o l o g y .  

b. Effects  o f  t h e  p r o j e c t  o n  t h e  so.cial  welfare o f  
t h e  c o n m n i t y  w i l l  3e assessed i n  t e m S  of 
number of j o b s  t o  b e  g e n e r a t ? d ,  sslaries t o  be 
paid, the i m ~ r o v e n e n t  of q u a l i t y  of l i f e ,  and  
new g u r c h z s i n g  poue r  c r e a t e d .  

There is no e f f o r t  ap9arent i n  t h e  p r o j e c t  s ~ u d y  t o  match t h e  

p u r p o s e s  o f  a 2 r o j e c t  w i t h  e i t h e r  n a t i o n a l  p r i o r i t i e s  o r  local needs  f o r  

g o o d s  and  s e r v i c z s .  Xo r e f e r e n c e  is c a d e  i o  i n p o r i  s u b s t i t u t i o n  a n y ~ s h e r e  i n  

t h e  E?iP f i l e s .  F u r c h e r a o r e ,  t h e  p r o j e c t  stcd;? f a i l s  t o  explain how t h e  - 
d e c i s i o n  c a n c e r n i n g  t h e  n u n t e r  o f  employees  t o  be genera ted  was reached .  
& 1 n a L u r e  of new ex?loycent is n Q t  d e s c r i b e d  and s a l a r i e s  are n o t  esti.mted. 

2. P r e s t a e o s  Aprobados.  

The D e p a r t x e n t  o f  A n a l y s i s  a n d  Evaluation is also t h e  source o f  

lists p r e p a r e d  p e r i q d i c a l i y  t o  r e f l e c t  t h e  n m b e r  and c h a r a c t e r i s z i c s  of 

l o a n s  app roq~ed  by t h e  C r e d i t  Cocn iE tee .  A s v z i a r y  o f  t h e  f i r s t  158 l o a n s  

app roved  was i s s ~ e d  i n  J e r . c a r j ,  1983, t o  p reszn t  d a t a  on l o a n s  approved  

t h r o u g h  Cecenber  31, 1982. 

The r e c o r d  o f  " P r e s t e n o s  AFro3zdos",  xh i ch  is z c t u a l l y  a r e p o r t  

of a c t i o n s  taken by t h e  C r e d i t  Conn i r t e s ,  alsa i n c l l ~ d e s  n o t e s  on t x o  o t h e r  

1. These i - e q u i r s ~ e n z s  are  ? a r a ~ n r a s 2 d  f r o 2  itlcs 3-L i n  t h e  d o c c e e n t  
9 1 1  e n t i t l e d  "?equisrtos de Z l e g i j i l l d a c  u h l c h  d e s c r i b e s  t h e  six 

c o n d r t z o n s  wnlch must b e  zet by a l l  i oan  a ? p l i c s n t s .  T h i s  docunen t  
is su5aitted t o  s a t i s f y  conditions ~ r e c e l 3 n t  t o  i o a n  d i s b u i s e x n t .  
I t  uas ? r e p r e d  k-I ??SE and zppears as A?pendix 3. 



4 .  S o l i c i t u d e s  Rechazss  segun Razon f 
'\ 

For  the y e a r  1932, a r e p o r t  was p r e p a r e d  02 t h e  r e j e c t e d  ap -  

plications. Borobers a r e  given f o r  each nonth t o g e t h e r  v i th  t h e  r e a s o n s ,  L i s t e d  

by a precoded  set of c a t e g o r i e s .  The amounts r e q u e s t e d  by rejected a p p l i c a n t s  

is a l s o  p rov ided .  These  data were given t o  the e v a l u a t o r s ,  

The D e p a r m e n t  of A n a l y s i s  and E v a l u a t i o n  p r o v i d e s  s t a t i s t f c a b  

r e p o r t s  t o  t h e  test of the ? P E  o r g a n i z a t i o n .  However, a s  t h e  na tu fe  af the 

p r e c e d i n g  i t e n s  irdicates, n o t h i n g  beyond a .frequency d i s ~ r i 5 u t i o n  and sccaslon- 

al c o q x t a t i o n s  o f  p e r c e n t a g e s  and means has ceen undereaken t o  the present, 

5. Cos to  de V e n t i l a r  un C r e d i t o  e n  e l  PPCZ 

A c o s t  a c c o u n t i n g  of  t h e  sequence of evznts l e a d i n g  t a  a decision 

on a l o a n  a p p l i c a t i o n  has been prepared i n  several different e d i t i o z s .  The 

a c t i v i t i e s  are d e s c r i b e d  i n  terms of " t ice i3 c i n u t e s "  and " i o t a l  c o s t "  i n  

d o l l a r s  and c e n t s .  The c a f c u l a t i o n s  a r e  n o t  based on recording of a c t u a l  
4 . .  

events, b u t  have been ,reached by the a p p l i c a t i o n  of fomulae  which are inc luded 

a s  a p p e n d i c e s  ta the r e p o r t ,  

The n o s t  useful c o n t e n t  of t h f s  docusen t  will b e  found i n  the final 

pages which p rov ide  t h e  data t o  which t h e  assunptions i c v o l v e d  i n  t k e  for=ulae I., 

mt w e r e  a p p i i e d .  ~ n e s e  pages  a re  e n t i t l e d  " I n f o m a c i o n  Conplezen ta r i a" .  I t e m  

i n c l u d e  t o t z l  c o s t  of G3SEL o p e r a t i o n  i n  1 9 8 2 ,  mezn s a l a r i e s  for f i n a n c i a l  

anaiysts and o t h e r  p e r s o n n e l ,  e t c ,  See bppesdix  C-4.  

C.  D e p a r t a e n t  of S u ? e m i s i o n  and Xoniroring . 
I. Inspection g Avaiuo d e  E d i f i c t c i o n e s  7 Terrenos .  

. T h i s  f a n  i s  used t o  v e r i f y  t h e  d e s c r i p c l o n  and c p n d i t i o n  of 

p r o p e r t y  p l e d g e d  a s  l o a n  c o l l a t e r a l .  S i n c e  on ly  a  xinoricy of c l i e n t s  have 

o f f e r e d  t h i s  type  of  g a r a n t i a ,  Tt has  n o t  been c o q l e t e d  f o r  every  customer. 

I t  i s  f i l e d  i n  rhe a r c h i v o .  

L i k e  Ilumber 1 above, t h i s  f o r n  i s  ~;;ed t o  d e r i v e  :he v a l u e  01 

equ i?nen t  and rixichinery pledged a s  l o a n  c o l l a ~ e r z f .  . B o t h  t h e s e  a r e  t o  b e  

c o m ? l e t e d  folloxing f i e l d  visits t o  t h e  s i r e  of che p r s ? e r t y .  I lachinery  is 

used a s  co1la:eraI  m u c h  mr2 f req - len t17  i han  l a n l  or b u i l d i n g s .  Rourver ,  

x o s t  e q a i ? ~ e n :  3r  c a c h i n e r y  p l e d z e d  is t o  be acquired f r o 3  t h e  l oan  funds 
- - .  thessclves. ~ 5 2 r z f a r e ,  t 5 s  i n s p z c t i c n  t a k e s  place f o l l c w i n g  c:sbursezeni azd 



d e l i v e r y  of items o r d e r e d .  These  forms (GI-2) are a v a i l a b l e  f o r  i n s p e c t i o n .  

3.  Formulario d e  Se~uin! .en to  y S u p e r v i s i o n  de P r o y e c t ~ s .  

This i s  t h e  b a s i c  record of s u p e r v i s i o n  an2 m o n i t o r i c g ,  One 

copy of this f o r n  i s  t o  be p r e y a r e d  f o r  each c l i e n t  whose l o a n  h a s  been dis- 

b u r s e d .  The e d i t i o n  of t h e  fern now i n  use d a t e s  f r o a  e a r l y  1983. It; con- 

t a i n s  the f o l l o w i n g  s e c t i o n s :  

Description. 
Plan of inves m e n  t . 
Sources of l o a n  fucds, 
Employment r e co rd .  
C o l l a t e r a l  (exisring and t o  be a c q u i r e d ) .  
Da te  of i n i t f a c i n g  b u s i n e s s  o p e r a t i o n s .  
Record of d i s b u r s e a e n r s  and payments. 
Estimated c a p a c i t y  of c l i e n t  La make p a y m n t .  
Areas of t e c h n i c a l  a s s i s t a n c e  (recommended and r e c e i v e d )  
T r a i n i n g  ( r e c o m e n d e d  and r e c e i v e d ) .  
P e r s o n n e l  problems, 
P r u a u c t i o n  record. 
Marketing c o n d i t i o n s .  6 . .  
Grovch of  sales. 
Recomer ida t ions  r ega rd ing  f requency of i n s p e c t i o n .  

tfnile t h e  f i r s t  three i t e m s  i n  che moni tor ing r e p o r t  a r e  f ixed,  the items 

which f o l l o w  are v a r i a b l e s .  The s t a t u s  of ernploynent, b u s i n e s s  t c t i v i r y ,  

repayment ,  p r o d u c t i o n ,  markets, e tc . ,  w i l l  change o v e r  time. Xuch of the use- 

f u l n e s s  of t h i s  r e c o r d ,  then  w i l l  d e ~ e n d  on t h e  f requency  of v i s i t s  and the 

c o m p l e t e n e s s  of r e p o r t i n g .  

The l e v e l  of comple teness  of che f i l e  w a s  tested f o r  employment 

g e n e r a t i o n  daca, presumed to be  a critical i t e n .  A l l  f o m s  for a random 
\ 

-_sample  of -54 l o a n  r e c i p i e n t s  (40% of che a c t i v e  l o a n s )  w e r e  r e t r i e v e d  and 

exaained. R e s u l t s  were a s  f o l l o w s :  

a. No , e n t r y  p e r t a i n i n g  t o  employment 24 44% 

b. L s t  recent e n t r y  one y e a r  ago 14 2 6 

c. Flosr: r e c e n t  e n t r y  s i x  months ago 16 -- 30 -- 
TOTAL 54 100% 

The most r e c e n t  e n t r y  concern ing  enp loynen t  d a t a  was f o r  February  2 ,  1983. 

I n  n o s t  cases, where enployment d a t a  were miss ing  thk form had ndt been 

conpleted f o r  t h e  c l i e n t  i n  q u e s t i o n .  

Even w h e r e  the c l i e n t  had been v i s i c e d  and a forn com;leted, t h e  

s t a t u s  a f  enp loynen t  d a t a  o b t a i n e d  w a s  i n a d e q u a t e .  I t  c o n s i s t e d  of t h e  

f o l l o w i n g  i t e n s :  



a, Date  of visit, 
b. Number of employees prior to  the l oan .  
c. Kucber  of employees  t o  b e  g e m r a t e d  by t h e  loan. 
d ,  S u a b e r  gezerated at t h e  of this visit. 
e. Percentsag= of target (as =?pears in "c") . 

Neither names, n o r  j o b  t i tks  nor  wages reczi-~ed are available from this 

r e c o r d .  

Clearly, employzient, l ike  many other f tens the " F o m l a r i ~ " ,  

is a v a r i a b l e .  To ob ta in  a satisfactory view of it, a t h e  series of obser- 

v a t i o n s  must bs reported-ar intervals of three nonths, for example, %is 

concept has been omitted from data collectton procedures at 3 3 .  A copy of tke 

"Foi,.iuiazio" appears as  Append* E. 

A list is prgpar2d  by ezch analyst in z h e  Beparcnent of Super- 

vision and Xoniroring - indicz.ccng -- - his visits for the month. Each lire r e p o r t s  

the d a t e ,  c l i z n t  i d e n r i f  i c a t i o n , .  reason for and results of the v i s i t ,  The 

r e c o r d  shovs tha:, du r ing  the first six i i ~ ~ n t h ~  o? 1983,. personnel from th i s  

o f f i c e  nade 299 calls on loar. r e c i p i e n t s  (50 per zonth) . The nosr promineot 

reasons for visics i n c l u d e  follow-ups on constmccion t o  v e r i f y  iqrovenects, 

acd ca l l s  on delinquen: zcccunts. 

D. Depar txe r t t  of T e c h i c a l  Assis~ancz acd Tra fa ing .  

1. Encuesta p a r a  Det~rsinar Xacesidades d e  A d i e s t r a n i e ~ t o  y 
Aslstencia Tecn5ca en las Eriipresas. 

This is the 5asfc f o n  enplcyed by t i ; S Q e p a r t a e n t  t o  r e a r d  

techrrica: assis:artce n e e d s  of Loan recipientrs,  Vi~ile the t e r n  "encdesta" 

Lnpfies that a f i d d  sur~ey was completed to get this information, tha t  is 

n o t  t he  casz.  ,Zlese f o m s  w e r e  f r e q u s n t l y  conpleted from the-?reject s tudy  

(see B-i z b o v e ) ,  o r  d u r l n g  visits of c l i e n t s  t o  the o f f i c e .  Tkis f o m  is 
I - 

inc luded  as h??sndix ?-I. 

2 .  P l a n i l l a  22 E q l e a d o s .  

T h i s  f3r3 ( see  A??endLc F-2) w a s  inrznded t 3  b e  t h e  m j o r  scurce 

of e a ? l o y z e n r  d a t a  genera ted  f o r  t h i s  ~ e ~ a r t & n c .  Bur t h e r e  a r e  many gzps i n  

the r e p o r r i n g .  9ata from t h i s  docunen t  'na-;e been sczzarlzed in a ledger w i n -  

t a l n e d  3y t h e  ! leparczen:  head, v h i c h  she ki221y nade availabla to the evaluz- 

: i o ~  rean. O f  c h e  1 9 2  loans app roved  co .iuiy 1, 1583, 150 have been d i s 5 u r s e d  

ar,d r ke  en:er?rises sup?ort2d by the3 h a e  s o z e  h i s ~ o r y  of o p e r a t i o n ,  I lovever,  

e z ? l o y ~ e n =  da:a ha.,? been repor"=d f a r  o n l y  77 (51::) of these. 



3 - Inf orme d e  Trabajo---Asis t e n c i a  Tecn ica .  

This f o m  (se% Appendix F-3) was i n t e n d e d  

05.-~echnical.assistance d e l i v e r e d  t o  clients. It p r o v  

t o  b e  t h e  basic r e p o r t  

ides a r e c o r d  of e z c h  

action taken, A set of these reports is accumulated in the  file fo lde r  of 

each c l i e n t  who has been s e w e d .  A d d i t i o n a l  c o p i e s  of  this r e p o r t  are used 

t o  obtain an e v a l u a t i o n  from clients concerning t h e  t r a in ing  courses they 

have at tended.  
. . 

A sumary record of t h e s e  v i s i t s  i s  a b s t r a c t e d  on 5" X I?" c a r d s  by - the D3par:aent head who k izz ly  xade =hem avai lable  to us. l h e y  give e v i d e n c e  . 

o f  a s u b s t a a e i a l  volune of services r e n d e r e d  t o  c l i e n t s ;  e s p e c i a l l y  i n  the 

areas of basic business i n s t r u c t i o n :  a c c o u c t i n g ,  f i l i n g ,  i n v e n t o r y  c o n t r o l .  

However, only 54 c l i e n t s  of t h e  150 whose l o a n s  were disbursed  a p p e a r  t o  have 
- -- - -  

r e c e i v e d  t h i s  t y p e  cf k s s i s t a n c e ,  which appears t o  b e  the cenzrzl purpose  of 

the u n i t ,  
4 

Perhaps the most rigorous approach t o  t e c h n i c a i  a s s i s t a n c e  provided 

by the D s p r t n e n ?  takes t h e  f o r n  of ten-day t r a i n i n g  c o u r s e s  which were  pre- 

senced  i n i t i a l l y  through a c o n t r a c t u t l  r e l a t i o n s h i p  w i t h  U E D E  (The Panamaaian 

Association of B u s i n e s s  E x e c u t i v e s ) .  Thz sub jec t s  of these c o u r s e s  i n c l u d e  (a) 

a d n i n i s t r a t i v e  p r o c e d u r e s ;  Cb) tax  law and r e g u l a t i o n s ;  and (c) s o c i a l  s e c u r i t y .  

A c o u r s e  s y l l a b u s  and c l a s s  l is t  i s  main ta ined  r e p o r t i n g  the content  

and attendance a t  each  c l a s s .  Enro l lment  h a s  ranged from 22 t a  35 c l i e n t s ,  

P r i v a t e  c o n s u l t a n t s  are now r e t a i n e d  on c o n t r a c t  t o  p r o v i d e  the ' i n s t r u c t i o n  

and follow-up visi ts  t o  p a r t i c i p a n t s .  The v i s i t s  are t o  d e t e r m i ~ e  w h e t h e r  t h e  

c o u r s e  content  i s  b e i n g  a p p l i e d ,  and t o  o b t a i n  comments i n t e n d e d  t o  inprove the 
f 

c u r r i c u l u m ,  

. - 
I n t e w i e w s  w i t h  Bank Officials - -- 

The Banco Macional  d e  Fariama's s u p e r v i s e d  c r e d i t  program h a s  l i t t l e  use - 

f o r  documenta t ion.  There i s  no w r i t t e n  r e c o r d  of i ts h i s t o r y ,  no  manuals des-  - -  - 
e r i j i n g  t h e  - o p e r a r i o n s  - - -. a p p r o p r i a t e  f o r  e a c h  depar tment ,  no r e g u l a t i o n s  f o r  - -  . _ _  . . 

t h e  gu idance  of personn21.  Even r e c o r d s  of t r a n s a c t l o n s  h a v e  proven t o  be 

m i n i n a i ,  and o f t e n  incomplete .  

T h i s  means t h a t  heavy r e l i a n c e  i s  p l a c e d  on o r a l  t r a d i t i o n  t o  keep t h e  

s y s t e m  operacing, i n s t r u c t  n e w e r  em~loyees, e x p l a i n  accions t o  customers, a d  

c o m m n i c a t e  with o t h e r  d e ? a r t n e n t s .  Bank e~ployees nay s ~ e n d  time v r i t i n g  

m e m o s  t o  date and  docunent  t r a n s a c t i o n s ,  o p i c i o n s ,  and  c o n c l u s i o n s  reached i n  



c o ~ f e r e n c e s .  If they do ,  w e  vere never ? r i v i l e g ? d  to 5522 t h e  resul~s, 

A consequence of the r e l i a n c e  on oral t r a d L t i c n  cas t 5 a z  the evaiua~ion 

tea3 f o w ; i  it necessary--to-spend- endless hours i r t  i n i z n i e v s  w i t h  :he depart- 

ment heads who are the custodiaos af this oral tradition, Because oE the 

a b s e n c e  of documentation, v e r b a l  r e s p o n s e s  of o x  o f f i c i a l  cou ld  o n l y  b e  

verified (or a m p l i f i e d )  by cross-checks  wr th  other o f f i c i a l s ,  1S~en X w a s  t o l d  

what Y had been s a y i n g  a b o u t  c e r t a i n  aspects o f  the prograz as the foundatioa 

for fureker questioning, unexpected areas of disagreenenz vere u n c ~ ~ e r z d  (and 

also so-e a r e a s  of e o q l e t e  igzorance about a c t i o n s  is the a d j o i n i n g  depart- 

;;,e,?t) . 
F u r t h e r  d 3 f i c u l t y  w a s  e x p e r i e n c e d  i n  c k a t  t h e  depzr tzent  heads of technic;, 

a s s i s t a n c e  and s u p e r v i s i o n  and rnozitoring ~ 2 ~ 2  s e l d o n  i n  :he o f f i c e .  This 

increased o u r  dependence  on personnel  f r c n  t>s d q a r t = e n C s  of  q e r a t i o n s  and  

analysis and eva lca t ion .  ?ur q u e r i e s  becaze 5urdenscz2  and aany  l i n e s  of 

i c v e s t i g a r i o n  r e a a i n  incomplete .  b 

Despite t he  a:ik.iard circu~szances s u r r o x z d i z g  soze of the=, detailemt?z- 

views were coz~leced x i rh z l l  o f f i c i a l s  ar i k a  r a n k  of departxent kead or 
-C h i g k e r .  ~ a c h  was i n t s r r i e v e d  c o n c e r n i n g  t 3 e  f o l l o ~ L 2 g :  

2 -  Services p e r f o x e d  for and basis of c o z t a c z s  v i t h  l o a n  
recipients. 

3 .  Xecor", of z r a n s a c c f s n s ,  operatlcns 2x2 e v e n i x  for :.;hick 
tS2 d 2 p a r t x e n t  is r e s ~ o n s 2 5 l e .  

4 .  X o l e  of h i s / 5 e r  < e ? a r t x m t  i n  t h e  i 2 c i s f o n - c e k i n g  ?recess 
r e g a r d i n g  the approval ,  d isburse-sn:  azd s c 5 s e q u e ~ ~ t  cccrse 
of a c t i o n  (including addition, z i o d i T i c a t i o n  o r  c l o s u r t )  o f  
each e n t z r 7 r i s e .  

h f o r z a t i o n  w z s  provided r e l u c t a n t l y  i n  sore t r z a s  Ly zest d e p z r ~ z s z t  hsa<s,  



unanswered :  h o w  many employees had been genera;&? V n a i  was the success/ 

f a i l u r e  r a t i o  of businesses s u p p o r t e d  by the program? Vnat  was t h e  level of 

efficiency wich which applicstians had been p r o c e s s e d  and funds d i s b x s e d ?  What 

dere rhe-=jar-reasons for delinquent accsunts? 

&snr cf these q u e s t i o n s   as ansvered by i n t e r v i e w s  w i t h  EX? rrfficlals. To 

f i l l  out the narrative, the evaluation Cean underrook t ~ o  ventures, nei ther  of 

which was cocqle te ly  satisf actor]. Since niany e s s e n t i a l  rs;ords were not 

available to us, we d e c i d e d  zo r e q u e s t  BXP personaeL t o  c o q 1 e c e  an infa-tior.  

shesc on each client. The sheer coctained the 2ssertt,als f o r  q u a n t i t a t i v e  

a n a l y s i s  of the prog raa  and =he d e s i g n  of a s u i t z b l e  nanagenent info-tion 

sys tern i n t e n d e d  t o  ca? c u r e  and ~ s a i y  ze bank o p e r a t i o n s .  . . 
I f  conpleted, t he  d a t a  sbeer xould  have p e m . i t t  u s  t o  fulfill the first 

reguFrenent  of our  s c q e  of work which c a l l s  f o r  "review of the available pool  

of r a y  s~atistical data", Hot~ever, EN? o f f i c i a l s  within the PTGZ refused to 
1 . .  

c o o p e r a t e .  I n  an  e f f o r t  i 3  compronise, w e  reduced c u r  r qxes:,--Badc personne l  

r were asked t o  con? le te  t hz  i z x f o m a t i o n  only f o r  a sample cf eases. Tne aGswer 
/I , vas unchanged_,-- _The d a t a  s'neec i s  i nc luded  as Appencix G I r i sofa r  as p o s s i b l e ,  

i 1 

' t h e y  vere conple ted  f r o a  t h e  file of l o z n  a p p l i c a t i o n s  ~ a i z t a i n e d  i n  the offices i 
Jof USAI~/?ar.axa. Hoxever,  U S A I D  does n o r  r e c e i v e  a copy of a l o a n  application 

se: Is q u i t e  inconpleze, 2nd t h i s  alternative w a s  unsatisfactory. 

Our  second efforc Gas t o  plan and conduct a szxq1e survey of c l i en t s  in 

i 
untLi a rek,bursen(rnt  req.iesE ~ e r t a i n i x g  t o  t h a t  loan has been p-eparzcl. The ) 

cbe f i e l d .  Far t h i s  p u q o s e  we drew a 25X sam?le of the nan0s of fim whose 

applications had 3een approved. 'bJ'aert we asked PPGE f o r  infornatioc c o n c s r a i n g  

t h e  l o c a t i o n  of t h e s e  b u s i n e s s e s ,  however,  we e n c o u n t e r ~ d  some-r~e_sistaacp-. Tne --- --.- 

Zank preferred t 5a t  se exclude l oans  made +o e n t e q r i s e s  whose sittus was 
/+- 

p r e c z r i o u s ,  2nd w e r e  i n  danger of be ing  suspended o r  fo rec losed .  Y e  agreed to . 

c o n f i ~ e  the sarqie s u r - ~ e y  io ''active loan actounts", 

T o  e n a b ~ e  U S  t o  c r ~ n f o m  to t32ir  wish^,^, ' f ~ ~ e v e r ,  E:2 a t  this po in t  dis- 

c l o s e d  a zu5stactizl axour? of inforcation ahour c l i e n t s  who ha2 wiincka-yrt 

fron che program or had been sus?ended by adninis~ra~ive a c t i o c .  We excluded 

chose, together  wirh :he u r d i s b c r s e d  loan accounts,  froz che u n i v e r s e  of 197 

cases, and energed w L t h  a EinaL s s z p i i n g  I l s z  of 136 a c t i v e  Loan a c c o c n c s r  
- :roz these, a 46% sanple of 54 cases  iJas d r a m  wit3 a r a 5 l e  cf randorr, nt inbets.  

. - The E I 7  prog ram c r ~ e r a t e s  t h r o c g 3 o u t  Pazzza. ~o;reve.r ,  o u r s i d e  ti;= 



metropolitan area oE Panaci C i c y ,  t h e  number of loans within a specitic 

l o c a t i o n  i s  quite scall. Therefore, neither universe nor sanple can h e  

anaZyzed by c o n ~ u n i t y .  T h e  e x p e d i e n e  eaployed was to dichotonize  t h e  cases 

berveen "iietropolitan Region" and "Outside t h e  Plet ropol i tan Region". 

The p r i n a r y  c h a r a c t e r i s t i c s  of the sample are matched w i t h  those  s f  t h e  

universe below,  using the two-part classification of t'FMetro" vs. "Out side": 

1. 3 le t ropo l i t an  3egFon: .- 
81  cases 

Mean s i z e  of loan:  

$26,676 

28 cases 

Mean size of loax: 

$29,964 

Industrial: 25 k d u s t r i a l :  9 

Commercial : ' 29 Comercia l :  9 

S e r r i c e :  2 7 Service: 
- 10 - 
81 2 8 

2 .  eu t s i ce  : , i e r r o ~ o l i t a n  2.zqlon: 
55 cases 

Zezn size of L ~ a n :  

$16 ,792  

Xean size of  loan: 

$18,302 

Inlustrial: 17 Industrial: 5 

Service: L I 



F o l l o w i n g  sanple s e l e c t i o n ,  a n  i n t e r v i e w  s c h e d u l e  w z s  designed with t h e  

intent t o  o b t a i n  i n f o m a t i o n  n o t  x v a i l a b l e  from o t h e r  scurces- The purposes 

f o r  w h i c h  t h e  schedule was i n t e n d e d  are set f o r t h  i n  the n a n u a l  p ropared  f a r  the 

use of i n t e r v i e : i e r s  ( s s e  Append ix  5-1, I'F-ield I n t e r v i e w  Schedule") .  Tine 

schedule i t s e l f  i s  i n c l u d e d - a s  Appendix  H-2. 

Tne l e n g t h  of the schadule is i t s e l f  e v i d e n c e  cf t h e  number and t y p e s  

of i t e m s  which w e r e  not  a v a i l a b l e  frm BNP/PPGE, These inc luded  the  character- 

istics of  the a p p l i c a n t ,  p r e v i o u s  and other employment o r  business activities . 

arid present income; tbe his tory  of business operatian since r e c e i v i n g  the loan; 

the a t t i t l ~ d e  a b o u t  fu r rner  credl: u s e s  f o rned  by e x ~ e r i e n c e  wirh Zh2/fPGE;  

pre-lozn and post .=loan-employment-and salary payments, . - 
* - 

Schedules in and near :he n e z r o p o l i t a n  area (Panama City, San Ydgue l i ro ,  

Chorrera ,  Chepo, Coloa) were adaknistered by Rene H i n o j o s a ,  K r i s t i n a  Solheirrt, 

and Beverly Sacketberg.  Scheciules in the remainder cf the n o n - m e r r o p o l i t a  

reglon ' w e r e  a d z i n i s  tered by Pedro Yi r t iz .  d - .  

S t e p s  T o w a r d  a Yanagenent I n f o n a t i o n  System 

Pa assuzlpt ion u n d e r l y i n g  t h i s  e v a l u a t i o n  was t h a t  i t  would p r o v i d e  an 

o p p o r t u n i t y  f o r  i c t r o d u c i n g  zn  i ~ f o r n i i t i o n  s y s t e a '  at BNP xhic'n would p r w f d e  

for m n i t o r i n g ,  periodic a s s e s p n e n t  of program s t a t u s ,  and intervention by 

nanagexen t  a t  a ~ p r o p r i a t e  t i m e s  and p laces .  

In c u r  nencrandun of February  25,1933 (Rober t  Backen je rg  and Rene Hinojosa 

to E e r n a i  V e r k r d e )  , we observed: 
1 t I n i t i a t i n g  s u i r a b l e  i n f o m a t i o n  ga the r in2  p rocedu re s ,  automated 
data processing, and s tandarc5zed r e p o r t i n g  o p e r a t i o n s  a t  the 
e a r l i e s t  p o s s i j l e  date a t  Bi?? is a h i &  p:l;.ariry o b j e c t i v e .  

A ,  '1t will provide  the baseline and rrend data 
essential-to i z p a c z - a s ~ e s ~ e n t  a t  a- later  dzte. 

9. It w i l l  p rov ide  s u i t a b l e  t o o l s  f o r  effective 
p r ~ j e c t  i ; ~ a n a g e ~ e n t  by GCP, and f o r  corr t inuous  
project moni to r ing  hy U S A I D .  

E a r l y  c o n p l e c i o n , . . w i l l  p r o v i d e  p r o t o t y p e  models and designs 
f o r  use i n  i q r o v i n g  the  e f f i c i e n c y  of o t h e r  szall l o a n  p r o j e c t s  
i n  which USAID and  6 0 P  hzve an i n t e r e s t . "  

T h o s e  goals are  s t i l l  v a l i d ,  b u t  t h e  p a t h  which mcsc be navigated t o  r e a c h  

rhex appears io be s:rei=n w i t h  s fev nore o b s t a c l e s  than w e r e  3 e r c e i v e d  Fn 

F e b r u a r y .  

The F e h r c a r ; ~  c e m r a n d u n  vas p r e p a r e d  based on the assunpzions that  ( I )  - 
a fa7jorable  ;I+-< i - ~ . ~ ; l r A  --,Jsr-; w-  LGX e x i s ~ e d  virhin ?PGE; ( 2 )  2 base of 



r a ~  s t a t i s t i c & d a t L u n  2 w i t h  t i z ~ ~ ~ ~ j ~ l  e n t r i e s  on l c ~ m i a b l e s  

(sales, p r o f i t s ,  wages, c o s t  r e c o v e r y ,  c o s t s  of a d z i i n i s ~ r z t i o n )  c o u l d  b e  
--. - 

a t t a i n e d  which would r e f l e c t  t r e n d s  s ince  t h e  inre?tipn of the progran ;  
I- 

(3) the p o s i t i v e  ach ievements  and  a c c o ~ l i s h m e n t s  of  the program would b e  

zufficient t o  m o t i v a t e  B?C?/PPCZ personnel to w a n t .  eo "tel l  the storyP' and 

receive the credit. 

1, 

2 .  

- 

3 .  

To the 

None o f  these assuiuptions sere confirmed: 

Bank personnel-are satisfied with ex i s t ing  p r o c e d u r e s  
and will need t o  5e conv inced  t h a t  n o d s n i z a t i o n  (by 
automated d a z a  p r o c e s s i n g )  w2J.L p r o v i d a  b a n e f i t s  r o  
them, 

T h e r e s e  no t f s e  level e n t r i e t  t h i c k  nay be placed i n  . .  - 
sequence=i i iwth  t r e n d s  o r  patrerns  w i t h i n  
the progran .  For  example, it was  not thgught  n e c e s s a r j  
t o  r e c o r d  the d a t e  cn which clients f i f 2 6  their l o z n  
a p p l i c a t i o n s .  The i n t e r v a l  between date of a p p l i c a t i o n  
and d a t e  o f  d i s b w l  ( a ea su r ing  t i ~ e  elapsed i n  t k  
review p r o c e s s )  canno t  b e  r ecovered .  

Costs of a d i z i n i s t e r i n g  the USXTD-fundei P?GE have never - 
been sepa ra t ed  e f f e c t i v e l y  froa t h o s e  of the orhers 
w i t h i n  t h e  same o f f  i c e :  FODSW and B I 3 .  

When r e c o r d e d  at 2LL. e m l o - ~ x e n t  da_:a.-ha-&been reported 
--. - - - . . - 

on ly  once  f o r  c7:- ~ h e ~ f o r  r e p o r t i n g  has 
no significance. It  does  n o r  c a k ~  p i - a c - ~ ~ o n t h s  
f o l l o w i n g  f i r s t  d i s5ursc i1enr ,  and a t  s ix  n o n t h  i n i e r ~ a l s  
thzreaf ter, f o r  e x a z p l e .  - - 

There is no t i n e  ser ies  of d a t a  f o r  anv,variabies i n  tha 
sys tem e x c e p a d o r  d i s b n r s e z e n  ts and a q o r t i z a t i o n  pa7pents, - 
Extablishrr,o_nt of- i-n the prog ran  a t  this p o h t  
would require r e t r o s p e c t i v e  efforts t o  r e c o v e r  evencs 
occurring s i n c e  Oc tober ,  1981. 

As w i l l  become cleat i n  s u k e p u ~ c h a ? c e r s ,  th2 PPGE pro- 
gram has encouncer2d a number  of problezzs i n  the s e l e c t i o n  
p r o c e s s ,  and a l s o  i n  p r s v i d & g - ? f f e r e i v e  technical s u p p o r t  
and supervision. S i n c e  c a u s e s  a r e  not understcod, t h e  
i n s t i t u t i o n a l  p o s t u r e  i s  d e f e n s i v e .  

e x t e n t  t h a t  this i s  p o s s i S b e  vithin t h e  l ia i ts  imposed 5y a shor t  

consul_ianc:~ ,  t h e  eva lua t ion  a t tezp ted  t o  substitute-field survej-  da ta  for 

r a w  s c a ~ i s t i c a i  e v e n t s  x h i c h  shou ld  have been 2 ~ ~ a l h b l e  f r c n  t h e  f i l e s  at 

E:i?/P?CE, These, in turn, have been used to prepare a. zock-up,  o r  pre l imin-  

s r y  r.odeL, of an automated inforzation s y s t e m  Eor c o n i t o r i n g  and e f f e c ~ f v e  

resccrce a l i o c a ~ i o n  and p r o h l e z  r z c o g n i t i o n .  



There 2 s  a p r o f o u n d  l e s s o n  c o n t a i n e d  in t h i s .  Any  effort to expand sad 

in?rove the rudinentary d e s i g n s  and outlines p r z s ~ n t e d  in t h e  f o l l o v i r ~ g  

chzpters nust rely upon data t o  b s  gathered in :he field- They w i l l  n o t  be 

found i n  t h e  r e c o r d s  p r e s e n t i y  n z i n t z i n e d  by the BhT. Fur therraore ,  i f  3X?/ 

PPGE personnel a r e  utilized t o  gether  t h e s e  data, procedures  nust be planned 

22d f o m s  designed elsewhere. The statistical competence  needed  f o r  a m i y s i s  

and in ter ;gre ta t ion must a l so  be provided. 



G e t t i n g  a Loan Eron the . 3 z z k  

&atu ra l  Sef ec t i o n  a t  EX? 

I n  o r d e r . t o  i n s u r e  t h a t  loans succeed in g~,ozirac,ing t h e  employment 

proposed,  the enterprises serving as employers rust survive .  It is the 

r e s p o n s i b i l i t y  of  B!P/?PGE to selecr  from anong b t a t t s t e d  appl icznts  t h e  

ones who a r z  ~ o s t  likely to s u r v i v e .  The preszaf ? i scuss ion  ufll focus on 

t h e  applications process and w F l l  a t z s c p t  io i dzn tL l  -7 the f i x  r o r ~  r z s p o n s i j l e  

for - -  success o r  f a d l u r e  of a p r o s p e c t i - ~ e  borroz+r .  I n  eke £followin2 chaprer, 

we will i n q u i r e  into the fate o f  those businesses -;'?,a s x c e s s f u i l y  negotiate 

the applicarions p r o c e s s  and r e c e i - r e  a l o a n .  

It is first necessarflo d e n o n s t r a t e  that seFec:ion is  at: work. The 

basic  s c a t i s c i c  for t h i s  pur2ose should  b e  rhe y i j 5 a r  of proi?ec:ive 

borto:~ers who i n i t i a t e  the l o a n  pmcess by c~zizg fa 3!.? o f f i c e s  to a p p l y .  

T h i s  may be done e i t h e r  in Panama City, Dav-id or Ghizre. Uaf orcunately, 

t h i s  s ~ a ~ i s r i c  has  on ly  been reported s igce  D e c e 5 a r ,  1932, whez t h e  present  

e ~ c a r g a d g  of the I ) e?a r t r en t  of A n a l y s i s  and E-raicazil;n, S i x c o  de l a  Crua, 

tssuzed h i s  d u c i e s .  



T a b l e  8 

S u b t o t a l :  

1982 



monthly  rate :?as computed: 

Last Quarter, 1981 
F i r s t  S i x  Months, 1382 
Lase S i x  Xonths, 1982 
F i r s t  Slzs Hontbs, 1983 

I. Appl ica tLons  f o r  which a p r o j e c t  scudy 
has been completed. 

The rate of  p r o c e s s i n g  f o r  che r.ost recenr  i n r 2 r ~ a l s ,  3anuary-.June, 1983 

is less than one-half the race e s t a b l i s h e d  ac  the b e g i n n i n z  of t he  pro-  

graz. 

Clearly, the t endency  h a s  been for s e l e c r i v i t : , ~  t o  f n c r e a s z  over the 

period of a l z o s t  two  years i n  w h i c h  the loans have bezn avzila'nle, T h i s  

conclusion assumes  tha t  the nun'ber of i nqu i r i e s8concz r ; l i ng  the 2rcgran made 

by a t e n d i d o s  has  bee& a cons tan t .  TJe ncst  assurne this because no s t a t i s t i c s  

on p r e L i z F n a r y  app l i can ts  are a v a i l a b l e  p r i o r  to Dzceaber, 1982. 

Table 8 discloses chat  245 perscns yizra  r ~ j e c c e d  as z p p l i c a n t s  vith 

c o c ? l e t e d  project studies duricg c a l e n l z r  1382, T ~ S S E  xechzzados  are  

exanined i n  T a b l e  3 t o  d e t e r x i n e  r h e  rezsons g iven  fsr  r e f u s a l ,  z c c o r d l n g  

co a  a S u l a t i o n  p r q a r e d  by the 3 e ? a r m e n r  of h z l ; : s l s  an2 E v ~ l u a t i o n .  'Cne 
# .  

zest freqcent reasons pertain to tk42 f i n a n c i a l  adeqcacy oi e i t5e r  the  

t 7  a?p l i can r  or t h e  p r o j e c t :  101 projects : e r n  j ~ i d g e d  n o t  ecozoa i cz l l y  feasible" 

and 20 z d d i t i c n a l  z??licazts had i n s u f f l c i e ? ~  collazerat. These careggrLes 

accocnt  for three-f cur:hs oE all r e j e c t i o n s ,  

Xost o f t e n  a p r o j e c t ' s  i n f e a s i b i l i t y  2 pears t~ have been i?se r e s u l t  ,' v' C $",, of a p r g j e c t e d  i n s u f f i c i e n t  r a t e  of  r s t u r n .  ~ n e  b a s i s  f c r  such d e c i s i o n s  

will i 2  djscussed iz tF.e f o l i 3 x i . n ~  cha?cer. Zt -<ill Se e - ~ i d e n ~  Ercn Tab le  S 
- - .$at  L. fac~ors-2et~aining -to- mplr3;:-~3zt dLi- n r j t  rece~1.-e c r j n s i . ; ? e r a t ~ o n  in e 

, . s u b s r a n t i a l  nc-ber ~f oeczs lcns .  

Best Available Copy 



Reasons 

~ c t i v i t y  d o e s  r i o t  . 2ua lk fy  
far s u p p o r t  

C o l l a t e r a l .  is ~ o t  ~ 2 e s 1 ; a t e  - 
Eapioyees t o  be genera ted  
s r e  not z u f f i c i e n t  

Bank references a r e  n o t  
s b t i s l a a t o r y  

~ z o u n t  r e ~ u e s t e d  excezts 
the l i m i t  

S i z e  o f  t h z  business does 
not q u a l i f y  for s u p p o r t  

Prs2e~l not 
t ' e a s i b l e  

~ i i  o t h e r s  



and w i l l .  b e  p r e s e n t e d  in d e r a i l ,  

The  l o a n  a p p l i c a n t  n u s t  g ? - i n  - p_erson t o  :he central o f f i c e  of t h e  Banco  - -- . 

N a c i o n a l  d e  Panama i n  c e n t r a l  Panam City, T h e r e  h e  meets with a c r ed i t  - - - -- .- . ..-- 

- analyst e r n p 9 e d - , b ~  the Office of A n a l y s i s  and E v a ? . u t i u n ,  The acalyst  
, C------ 
I 
L' e x p l a i n s  the l o a n  prsgran and outlines t5e restrictions (see  T a b l e s  1-2 and 

Appendix A). T h e  applicant  n a y  be  e l i m i n a t e d  at this p o i n t  

I f  the appl ican t ' s  preliminary description of this project  falls within 

t h e  l i m i t s  of che p r o g r a n ,  he is e l i b i b l e  t o  proceed t o  t h e  second s t e p :  

carzple t ing t h e  p r e l i m i n a r y  form e n t i t l e d  "Gmer31es del Exqresario" (personal 
! - 

data c o n c e r n i n g  t h e  o w n e l - - o p e r a t o r ) .  T h e  form is i n c l u d e d  a s  Appendix I - l a ,  
*- -.-- - 

I t  requests a description of the projecc in general terns: t y p e  of business, 

amount r e q c e s t e d ,  pu rpose  o f  t h e  l o a n ,  nasure of co l l a t e ra l ,  a n d  p r o j e c t e d  

number of employees .  

A t  the t iac  t h a t  the p r e l i m i n a r y  form i r  cospleted, t h e  c l i e n t  receives 
* 

a si?t of four - d o c u n e r  : s  ( Appefidices 'I- 1S-e )  f o r  h i s  information and appro- 

2r i a t e  ac t ion.  The pagers p r o v i d e  a d e s c r i p t i o n  oE t h e  legal c o n s t r a i n t s  

p e r t a i n i n g  t o  tkke l o a n  2 rogram and a l s o  idencify r e q u i r e c e n t s  w h i c h  m u s t  be 

n e t  5 j .  t h e  b o r r o : e r ,  ';:hen the  c l i e n t  p e r c e i . ~ e s  t h e  eoxtplcxl ly  of these 
'L- I/ 

docuxents, h e  Eay decide not t3 reappear .  

The c e r t i f i c z t i o n  of t h e  c l i e n t  as a v g l i d  a??1icant involves a number 

2. Application 2 e q u L r m e n t s  f o r  a Zus iness  Liceme, 
A p p e n d i c e s  I-2c-d.  

3, L i s t  of i$c>oa?anyirig Docunents. As Inany ts 25 pay 
be re3uired. Appendix  I-le. 

r e ~ u r n ; n g  t3 X:? for a second v i s i t .  

Tke p u r p o s e  of t h c  s e c o n d  visit is  t o  zake,arrangerne~cs f a r  t h e  prepara- 
I 



provide a s s i s t a n c e  t o  t S e  c l i e n t  i n  o b t a i n i n o  c e r t i f i c a t i o n .  I n  t h s  latter ----- - --- -- - - -  -- -- . - - -  - -  - . - - - . - - - - - ---- --9-- 

case, e h e  s i t e  v i s i t  t o  p r e p a r e  t h e  f i e l d  s t u d y  nay be  u sed  t o  r e v i e w  p iogress  

a n d  p r o v i d e  a d v i c e .  

,-- T h e  k e y  document  i n  t h e  z p p l i c a t i o n s  p r o c e d u r e  i s  t h e  F o r ~ a t o  d e  E labo ra -  

c i o n  d e  E s t u d i o  G e n e r a l  d e  P r o y e c t o  (Appendix  1-2). The p r o c e d u r e  f o r  comple- . - 

t i o n  d e p e n d s  u?on t h e  n a t u r e -  o f  t h e  c l i e n t .  I f  t h e  a p p l i c a n t  r e p r e s e n t s  an 

- e s t a b l i s h e d c o r p o r a t e  e n t e r p r i s e ,  h e  w i l l  b e  a s k e d  t o  c o m p l e t e  t h e  stcdy p r i o r  

t o  t h e  - a n a l y s t ' s  visit. B u t ,  i f  t h e  c l i e n t  is s t a r t i n g  a new v e n t u r e  v i i h  

l i t t l e  previous business e x p e r i e n c e ,  t h e n  the a n a l y s t  w i l l  h e l p  h i c  przpare :*- 

t h e  s t a d y .  

An i m p o r t a n t  f e a t u r e  o f  t h e - p r o j e c t  -s tudy-  i s  t h e  v i s i t - t a -  t h e  si:e sade 

by t h e  a c a l y s t  w h o  first i n t e r v i e w e d  t h e  c l i e n t  at t h e  bank. The v i s i t  per- 

nits the a n a l y s t  ~ o  i n s p e c t  t h e  p r e m i s e s ,  g a i n  a n  i c p r e s s i o n  o f  t h e  a e i g h b o r -  

hood ,  a n d  e v a l u a t e  t h e  present s c a l e  of o p e r a t i o n s ,  From t h e  v i s i t  and the  

data c o n ~ a i n e a  i n  t h e  p r o j e c r  s t u d y ,  t h e  a n a l y s t  f o r m  his o p i n i o n  about the 

l oan .  The time e l a p g e d  f o r  t h i s  v i s i t  i s  u s u a l l y  two h o u r s  o r  more if h e l p  

i s  r e q u i r e d  - i n  conple-r ing-  the s t u d y  form.  

D u r i n g  t h e  v i s i t  t h e  a n a l y s t  s u r v e y s  t h e  l o c a t i o n  t o  see i f  it is ap- 

p r o p r i a t e  f o r  t h e  t y p e  of b u s i n e s s  p roposed .  Hz i n q u i r e s  c o n c e r n i n g  b u s i n e s s  

p=ctises,  p r o d u c g & a a d ,  t y p e  a n b r a n d i ~ i o n . - o f -  t h e  b u i l d i n g ,  e q u i p a t  z n d  

v e h i c l e s .  I f  t h e r e  are q u e s t i o n s  c o n c e r n i n g  t h e  e n t e r p r i s e  which  r e q u i r e  OLZ- 

s i d e  h e l p ,  t h e  a n a l y s t  may make a  r e t u r n  v i s i t  w i ~ h  someone who h a s  t h e  

a p p r o p r i a t e  e x p z r t i s e .  He c-hecks accounts, asks a b o u t - a c c o u n t i n g - p r o c e d u r e s  - 
and t a l k s  w i t h  - - em7loyee.s. 

/' 
, A Toward L f i e  end  o f  t h e  visiit_heVanalyst-completes a for rn .which  d e t a i l s  
2 - - -  

n e e d s  f a r - t e c h n i c a l  a s s i s t a n c e  (Appendix  1-3). Upon r e t u r n i n g  t o  the office 

h e  rewrites his n o f e s  and  s e n d s  a r e q u e s t  f o r - - e v a l u a t i o n  o f - . t h e . c o U a ~ e r a l  t o  

the D e p a r t m e n ~ a f - S u p e r u i s i o n .  A t  t h i s  time, h e  m u s t  a l s o  v e r i f y  that the 

f i l e  o f  r e q u i r e d  documents  has been c o n p l e t e d .  

T h e r e  are  t e n  c r e d i t  analysts i n  t h e  D e p a r a e n t  o f  A n a l y s i s  and Evalua-  

t i o n .  \:'her: e a c h  h a s  comple t ed  a project s t u d y  and  - t e n  neri a p g l i c a t i s n s  a r e  _ _ _  _^.--- 
a v a i l a b l e  f o r  reviel;: a m e e t i n g  is c a l l e d .  A t  t h e  m e e t i n g ,  each c l i e n t  is 

discussed and a r e c o ~ m e n d a t k o n  ( f o r  a c c e p t z n c e  o r  rejection) is agreed upoz. .- Lven those a p p l i c z t 5 o n s  t i h i ch  t he  a n a l y s t s  a a h n g  t h e  s iEe  v P s i t  w i c h  t o  reject 

a r e  reviex;ed by t h e  c o ~ ~ i t i e e .  



There w i l l  be discussion concernir.g both- ';he aspropriateness of 

t he  siz-e-of -.th-e -lo-r?n--and_-the terms of re?a;r,ent suggested by t h e  

client. C o r m i t t e e  recorziendations for r e v h i i x  - - - are  an i n y r t a n t  

; a r t  cf the review process ,  but t h e  a ~ a l y s t  r e spons ib l s  for each 

case m k e s  t k 2  final dec i s ion  in these m t t e r s -  

- k o l l o w i n ~  stpproval by th~3  f i r s t  coritteo, t h e  c r e d i t  o f  the 

.- npplicazt must  be ev t l na t ed  by the ana3s-C. Ea t h e n  r i r i t e j  a m e m  
- * 

and attackas it to the a2p l i ca t i on  (-.;t?Zck re-.-I includes t k e  o r o j e c t  

study) ~ i t h  his f i nd ixzs  and transmits tke fZk Co tbe heed of tke 
* 

eack a > p l i  c a t i o n .  

-4- rl. 

LA ZP?PC-;~C?,  t h 9  ;:er,cil b r a f  t 5 s  sen's :o t h e  t : ~ i s t .  Ir,e a m -  

3 -.-" 4- ,, r z - ~ i e r : ;  t>-e ,;r?ed ro?y  2 n d  F r e s a r e 3  a Z316er to be used in 



I!acional cie Pa;n;r;a. Only orre, t'ne T e c b d n  a' D i r e c t o r ,  r e p r ~ s ~ z 2 s  

n P K Z .   he oth9r-s cone froa srouts ide l r  units of the bax1*Lzg esta5- 

l i sh~mt ,  'i'fl~ile the c o n , t t e e  't-2s %he authority to b i sappro -~e  a 

$iLendsd for apgro- lean, L t  is tacitly accepted that only the loans i+ 

val. by P?GE find t h e i r  way this far. Therefore, t h e  most severe 

negative judgexent reached by the C r e d i t  C o d Z t e e  w i l l  be T1disapprov- 

' t i - e ~ c ~ ~ L a n a l y s t - - f  or -additional srork, and possibly, f m t h e r  consul- 

taziior, wlth t h e  applicantt Parely t ~ o u l d  an application be rejected 

by %he C r e d i t  Cornxittee a secone tine FQllor.;Lng f in21 zczro.ra$, -- --- ----- -- -- ., # . . ̂ ---- -. -.-- *- ---- 

his reco~",aencistions for tecPaica1 assistance to the p r o p r  clivisiolzs 

A copy of the  amroved - l o a n  agreezont -- is - -  also s e n t  t o  the l e p l  -_ - -- -- --_- _ _ _  

of contract encomters  delays due 50 the status of the pa3 l ic  reg is -  

I bes, The a l t e r n z t e  fsra of the cont rac% is for the c l l en5  who only 

has  co -s ime rs ,_o r  Inte:n,cis_-to use proper ty  as collateral. which will. 



If app l i can t s  have cnly a probabiLiCy of got tbg t h e i r  

for 

the one 

-3' LJuA. 1.2 35 ~.il<-~;;~t...re s:e?s :".ere is ar. e : -ex -xz ' se red  c:?? ( 2 ,  4 ,  6, 
8 

,- h C  I 
. .  . L .  - c . .  . . . L ,  ) :I~;GF. re'~r~ssrl:s -3 3 3 t e ~ 8 ~ 1 z i  c'Cstac2-e t~ f 3 x t k e r  progress .  



Table 10 

FLOV CHLYT: LOAN LDPLBCATIONS P R O C ~ ~  

S t e ~ s  toward ConpletFon 
of Loan Contrtct 

C l i e n t  v i s l t s  bank t o  initiate 
inquiry concerning loan. 

Clien t  r eques ted  to canzplete pre- 
lininary f o m  and produce  doc^, -nts, 

Followhg recei~ t of documents, cl ient  
nus t p r e p r e  gr o j ee t study. 

Credi t  analyst mkes site visit to 
authe~efeate p r o j e c t  study. 

Project study and docu~llents are 
r e v i e ~ e d  by internal  c o d t t e e ,  

Credit analysis i s  prepared and file 
passes to departxent head and the 
Technical M r e c  tar .  

File is trmsmitted t o  Lnternal con- 
nr i t tee f o r  secsnt? re&ew, attended by 
TecWcal Director. 

Application is ready for approval 
by Bank Credit Comittee. 

A?pPication i s  c~rrec ted  and returned 
to Credit Codttee. 

Legal departzzentreceives d o c u x n t s  pre- 
sented at #5 zbove for verification. 

- 
Legal  departzent prepares l o a a  agree- 
menr. f o r  s ip5 ture .  

Reasons far Possible  T e d = t i o n  
of Application at Each S t e ~  

Fails to obtain docunents. 

. - 
Fai l s  to complete it. 

Defects aze perceived, 

TecMcal ~roblems are derected. 

Policy issues are raised by 
admini s tratars. 

Tec:mical problerzs (frat? I? LO) 
or po l i ty  issues (fron S-12)- 

BNP policy ques t i ~ n s  are ,raised, 
File returned t o  credit unalys t  
f u r  revision. 

Credit C o m i c t e e  approval  i s  
autonatic. -- - . 

Fraud i s  de tec ted ,  



As M E  cozprehezd t he  nuder ol points -.t xhich players 

m y  'be drop2ed f r o ?  t h e  g a x ,  a e  get the i~jression 'kt play is5  

& it successfully cay requ i re  zcre d r i l l  bn2n n t  firs$ anticipzted. 

c?.uding the t e n  pit 'zlls (tvennu-nbared stess which nust be avoid- 

ed ,  t h s  aclual lsvsl of difficulty nay be appreciaiad. But wa s t i l l  

To discover  these,  we zust coi ls ider  t t a t  the appl icant  con- 

- 
x r o s t s  a t r a n s ~ o ~ ~ - i i ~ t , i _ r r  (sequence cf s t e ~ s  cr c o n d i ~ i o n s )  repre- 

frcz sr,? oc?d.r,:m~ered s teg  to t h e  next i s  callec! a t r a n s i t l o r ,  





Tkese framer,$aary daza should still 5 e  s - S f i c i e n t  to conclude C h a t  

It is t h e  jtiigezent of t h e  eva1ka';ion t e a n  that t h e  rev;,ew 





CI L .  is c o t  r eco rded ,  the tfce requi red  l o r  c o q 1 e ~ ~ o r i  of CiZe P T O C ~ S S  kjt 

- T..- successrul applicants c a m o t  be p r c v i h d .  I.nfo,-ant r e e o r t s  by cci? 

as l i t t l e  as L days betxeen first ccztacz acd i n i t i a t i o n  02 t h e  





Tab le  14 

UhU AX?LICATIONS PXOCESS 

Completion Tire: S a e l ~ ,  Survey Data (53 cases) 

Weeks Required to Conrpleee 
the A~plicatio~s Procedure  "Frequency 

Eelia? z~-, jer of ;.eeks required: 12 (50 m r k i n g  days) 



v i t h  how l o n g  it - does t a k e .  They are c o r r e c t  i n  assertiv t h a t  0 

thoro is no neod fc r  the process t c .  t a k a  nore thm thir t ' r  worlPSng 

app l iqan t  . . . 
L brase . M E C ~  2.~3 s e t  by t h e  E?;? 

A- z r e  rtse ? . x i e r  b 2 ~  3a~ ! ;~s  c m G r 0 1 .  S t e ? ~  G19 and 21 e x x i p 5 f y  these 

Best Available Copy 



even thou& an  application_zay ha-re b e ~ n  approved by- the Credit 

C o x i t t e e ,  consfderable. addi 'c ionzl  - -- - t i n s  m y  b e  requi red  for t h a  

conpletion of r e m i n l r . ~  s k e ~ s  .- ixterre~ing-bef . - o r e  t h e  c o n t r a c t  is . 

loan.ap?ro.ral- is..treate:! f c r  statistical purposes as il it had 21- - 

. . . . . A f o r e  a ~ > ~ s e n e n t .  - - .- t a k e s  p lace .  To t h e  c l i e n t ,  m e  ~ s Z a l  t i n e  - 

The E l i ? ' s  tendsnc:: to regarr', a x r o - r e d  - h I c m s  as ccz?letetl t r ans -  - -  . 



. 
emon= reci?iecZs. Cs-er tho l i f e  of t h e  ?roGrsn, it is =parer.', 

that selection k n s  bsccce more  2n:ense. The declining ngnthlj- 

r a te  of processed loan  a p p l i c ~ t i o n s  was d o c w x e ~ t e d  at the b e g i ~ n ~ ~  
U 

of this chapter (p.  5 0 ) .  Fewer p r o j e c t  stadies are being p ~ e ~ r e a  

because more clients are being 3cre-gn-d o u t T r  before r e a c E n g  s t a p  

:5 in t h e  a?plicnl;ion process (see Table 10). 
- 
. . 

Furthe:more, ,data in Table S nay be analyzed to confirm tha t  

projec'; study approved after it has been p r e p r e d .  .If we p o u p  

a?plicaCions into six month in te rva l s ,  beginnirg with t h s  latter 

p a r t  o f  L?€?l,  t k e  follou:~h.g r a t i o s  approvals t o  r e j ec t ions 'nay  be 

established:. 

T i a e  I n t e r v a l  

the'pro5aSility of obtaining approval for a project study declined 

very su5stanttally. The n u i e r  cf a p p l i c a t i o n s  re;ected for each 
- I 

approval inc reased  f r o n  1.63 to 2.69. According to o r  hj-pothesis,  . 7% 

the qua l i ty  of .projects should have been g r e a t l y  is?rcved by %his 

i n c r e a s e  in s e l e c t i - i t y .  

However, wi thout  any amotmced  changes in pol i cy ,  the reVr5.e.:1 

7 06' process TEG s h a r p l : ~  libcr~liced a2 $he b e ~ i n S n g  of ,.,oJ. Gessite 

t h e  d e c l i n e  in the n ~ ~ S e r  of project studies ( o r ,  serha~s, because 

of it?) t k e  ratio sf r e j e c t e d  a p g l i c a t i o n s  to a p p ~ o v a l s  d k p p e d  t o  
. . 

53---lhe l o x e s t  in program history! . -  . . - .  -. 



Changes cf tkis - r;.ami',ude -. in t.h.2 s e l e c t i o ~  c Z  c l i e n t s  can - - -  -- 

rn n o t  be cocsFZered as raz6on events.  i n s 7  a r e  the result of tke  

a z 2 i c a t i o n  02 new rul2s o r  d i f f e r e n t  s'car.da:fs v i t k  t h e  i n & o t  

or^ a c h i e v i n ~  a d i f l e r e n t  goal  or objective. ?Io isforrzt i ion i r o n  

EZ!P persorx~el  was f o r t h c c n i n g  or, this poin2,  hmever. 

From the e:caninaticn of data on loan  peSo;l.snce in t h e  

next ckapte-, s o x  clues can be obtaized n:3ic;? suggest a plausihle  

e q l a n a t i o n .  T k  out1ir.e of tke seqllence of e-rer.%s appears iO be 

. . 
1. Euring t h e  e r 1 y  r i ~ n t h ~  of t h e  Frogran, the orilphasis was 

- - -  olacgd cr,'v rsisicg t h e  v - O ~ L - e  of processed a p p l i c a t i o n s  
to tke  h~gnsst ~ossibie level,  



Perfo=ance of S t s e r J i s e d  Credit Loans, 1981-83 - 
Introduction 

It is now a3propriate to cons ider  the su r r ivo r s  of the z p p l i c a t i o n s  

process. T h i s  chap te r  will present the characteristics of the successfuL 

ap>iican~s-the c l i e ~ t s  whose loan app l i ca t i ons  are approved. I~lformation 

eo be u t i l i z e d  ia o= assessment pertains to th ree-groups  of applicants: 
- -  . 

I. Approvals . -. 
T'ese are clients -hose laaa applications have been approved 57 
t3e  Cred:: Conxaiztee. N o t  a l l  of  these a ? p l i c a n t s  have received 
disbursements; some who have received disbrrrsements have encountered 
serious dfff icult ies  and t h e i r  pro jeccs  haw been suspended. ' 

* 

2. Act<ve Accounts 
These are clients w3o have received disbursements and whose loaa 
trccounts axe c o n s i l s ~ d  to be in good standing by BNP, 

. .  
3. Su r ~ e v  Respondents 

This sazpLe of activz accomts is a subsat of 02 above, c'?.osen for 
field i n t e r ~ i e w s  and assessnenc of tbe  resxlts of paz t i cpac ion  in 
the s u p e m i s e d  credit pzo,"rac=. 

- i n i s  cha?ter w i l l  provide  z descriptive account of the accoqlis'il;?ents 

of the progran. From this accomt z nurober of problems encouatered by the . -- 
-- - - -- . - _ _  --- -_-  . 

program vi11 emergs- The narure of these problem will -rzise i s s u e s  perrainy z:.: --- - - - -- - - - - --- - - - 
- - .  

ing fo i'he slaxagsoent of the p r o s = .  Bow d i d  these difficulties' occur and 

what can be done KO prevent or cure the consequences? These martagezient i s sues  

w i l l  be corsfrsnted in tSe  f o l l o w b g  chapter on progran adninistration. - 

Cicxzc~erfs t ics  of A ~ ~ r o - ~ e d  Applicants - 
Tiirough the first.siX months of 1983, the action of the Cred i t  C o d t t e a  . 

brought the t a t a l  ntizbet of approved loan applications to 192. The d i s t r i b u t i o n  . 

of approvals by,q=ar:er sitlce the inception of the program in 1981 is presented 

in T a j l e  15, togp_ther wftlh thc amunts approved, The mean vzlue of loans approved . 

by quarter 2 s  also 2 .  rTd.2ed. Tie sum of $ 4 , 5 1 7 ; 2 1 3  represents the total amunt: 

o b l i g a t e d  by the Credit Coraittee as of June 30, 1983: . -. . . 

The su?ervFseC credit program at EN? has a capitalization of $10 million 

to be  d i s b u r s e d  over 43 months ( o r  $208,333 per monr5) .  Tne pro ra tz  volume -- 



Q u a r t e r  

4th,  1981 

Loan Numbers 

02 - 44 

fst, 1933 

2nd, 1983 

KLoan N o .  1 never i s s u e d ,  4 =or2 folloxin~ 1 6 2  have no anounts awarded. 
These 5 t 192 = i 9 7 ,  the l a s t  a p p l i c a n t  x c b e r .  

I 



By t h i s  c r i t e r i o n ,  it appears  t h a t  the p r o g r a l  i s  slig>zly ahsad oE schedule. 

l iowever,  by t h e  end O F  the f o l l o v i n g  math (July 31, 1983) t o t a l  disjurselcenu 

i n  t h e  l o a ~  prograv amunted to only  $3,049,042, or 66% of the amoms q p r o v e d .  

By this criterion. the prograa  has fallen suistanlially behind schedule, having 

d i s b u r s e d  only 702 of the target of $4,375,000. 

Clearly,  caution mse be exercised ia the i n r e r p r e t a e i o n  rf proprrn sta -  

tistics. It s h o u l d  a l s o  Le understood t7mc "loans" are not unaabiyous u n i t s  

of qutatificatior. Some are approved wi thou t  disbursemnt and w i l l  eventually 

be canceled v i t h o u t  any transfer of funds to the clierit. Some are approved and 

o d y  pa r t l y  disbursed.  Sone are approved and disbursemnt  has cosenced but 

then they a r e  tenhated o r  suspended, 

A l o a n  account n i g h t  wre pzoperly be defined as a continuum e x t d i n g  . - 
from the date of a p p l i c a ~ i o n  t o  f b l  pzynent. The c o n t i n u r n  covers  an iPcer- 

val of tize v5icii requires several years to conple te .  There are a nwber of 

p o i n i s  a l o n g  the cont ixzum where i c t e r - = p t i a n  o r  ternina;?.or. may occTir. There- 

fore, it is tzislezding to c o n s i d e r  "loans" as categorical e v e n t s .  

Cesp i te  tMs l o g i & l  proble~, the bank t r e a t s  approva l s  as if they were -- 
zctive loan accounts f o r  statistical puqmses, s x h  as  r e p o r c f a g  its przgess 

to USAID. 'dense :his fiction 2 s  certaialy cot Intended. t o  dece ive ,  and &es 

a level of u n i f o n i t y  in re?ortizg p o s s i b l e ,  it is a?t  t o  introduce distortion 

2nd pro-o te  nisinieqretation. In t he  b a l a x e  of this c*na.pter, therefore, te--L,- 

h ~ l ~ g y  referring t o  l o a n s  a t  d i f f e r e n t  points along t h e  c o n t i n u r n  lnill be  used 
- 

-. -- - 
- 2 . -  - - 

w i t h  preefsion. 

F a b l e  15 captures the h i s t o r i c a t .  2 i z e n s i o n  of the approvz l  process. Xt 

i s  clear thtt o k r  ti= che v o l m s  of approva l s  p e r  quarce r  ILLS rend=& to de- - 
clize. 'me average zwoer  of l o a s  for each q u a r t e r  s h c e  October, 1981, is 

27. Tfie n u d e r  o f  zpprcvals %as cossfstently fallen below this averzge sbce  . . 
t h e  second q u a r t e r  of P932! 

The averago_ va!,ue of loans per quarter i s  >24,048. I n s p e c t i o n  of Table 

15 indicates the o p p o s i t e  tread. I= three of :he l a s z  four quarters, the a-rer- 

agz vaii ie  w a s  e:.:ce~,ded! Over iizle, ;hen, t h e  2 1 t i 3  - of approved a p p l i r a r i ~ n s  

has 2ini;zisbel w h i l e  t h e  average  v a l u e  p e r  l o a n  r,-is i x r e a s e d .  Tfie average 

value f o r  t he  secortd q u a r r e r  of 1983 i s  $28,905. Ltt.is t - ~ u r z  ap2roacfi s ,  but  

does ~ 1 3 ~  exceed, t h e  t a r g e t  v a l u e  of $30,959 se t  for the average loan L: the 



Table 16 

S i z ~  of Loan Request 

5030 - 9999 

fOO0O - 14999 

15000 - 19939 

26000 - 24999 
25000 - 29999 
30000 - 34999 

35000 - 39999 

40000 - 44000 

45000 - 49939 

500W 54999 

55Q00 - 59339 

60000 - 64399 

65G00 - 59999 
. --  

700C3 - 74939 

- 
82000 . 

i200GO t 

131030 

185008 

TOTAL 

/ 

Psrcen t 

?leGian Loan Value  = $12,121 



Based on t h e  p r o j e c t  papar once a g a i n ,  the  323 loans proposed y i c l d  a 

q u a r t e r l y  rate of 20 processed a p p l i c a t i o n s .  Over the seven q u a r t e r s  covered 

by o u r  eva lua t io r? ,  the target: should  have been 140 loans completed w i t h  an aver- 

age v a l u e  of $30,960- I n s r e a d ,  w e  have 192 processed a p p l i c a t i o n s  wi th  an aver- 

age value of $24,048. However, i t  should  be obsemed with,approvaL t ha t  d m h g  

the most recent quarter of 1983 bosh the number of loans (21) and  r h e i r  average 

value ($28,905) were c l o s e r  t o  t h e  goals defined in the projec t :  paper than a6 

any other p o i n t  since the p r o  j ecc 's i a c q  t i o n .  

Tabbe 16 presents a frequency d i s t r f b u t i o n  of approved l o a n  a p p l i c a t i o n s  

by size. The median l o a n  a p p l i c a t i o n  i s  for~J8,L81,a-£Ag~~re ~ h k c h  is on ly  7 6 2  - - .* -------- 

of the m e a n  ($25,048) .  This is  a phenomenon produced by the presence df a few . * 

very l a r g e  v a l u e s  ( i n  t h i s  case, the seven loans above $70,000) which influence 

t k e  mean but: not the median. A s u b s t a n t i a l  nunber of a p p l i c a t i o n s  are f o r  "srtiali" 

an,ounts ( r e l a t i v e  t o  the t a r g e t  va!.ue of  $30,960). One cut of f i v e  are for less 

thao $19,000 and t h r e e  out of e igh r  ar.e f o r  l e s s  than S15,QQO. 

At ehe o the r  extieme, one of seven Poans is for c o r e  than $50,000 and 

Ehree a r e  for more t'- the upper lisrit of $E00,000 (see Table 2 above), The 

lams for "excessive" amounts a r e  hand led  by supplementing t h e  naxinan a v a i l a b l e  ---- - - . . 

Eroa USAID w i t h  ESPfunds, Since the p r o p o r t i o n s  of s u p p o r t  provided tsoael ient  

r a y  curie from either U S A D ,  GO? o r  EX?, i t  i s  necessarj t o  keep ascomts.fn r r f p -  

l i c a t e  . - _. -. - 
Even a t  t h i s  e a r l y  p o i n t  i n  t h e  d i s c u s s i a n ,  i t  is  p o s s i b l e  t o  observe t h a t  

the 3X? l o a n  p o r t f o l i o  d i s ? l a y s  exrrer.e heterogertelty of c o r n p o s i t i ~ r r ~  Loass for 

less Khan $15,000 require d i f f e r 5 i t t  adminLstrachve p rocedures  than  chose f o r  - 
$50,000 or ' rnore 3ecause d i f f e r e n t  types of enterprises are involved. One may 

prescxe t h a t  bcrrowers  of  s m a l l e r  S113S w i l l  b e  less s o p h i s t i c a t e d  en t repreneurs  

tzwn those entrusted w i t h  lzrge amounts. We s h a l l  b e  i n t e r e s t e d - r o  see haw 

r acagenen t  copes w i t h  this s i t u a t i o n  i n  t h e  fo l lowing  chapter. 

Table 17 d i s t r i b u t e s  the f r e q u e n c i e s  of l o a n  approva l s  by s' 1ze across 

t he  seven q u a r t e r s  of p rogran  opera t ion .  The d i s t r i ' a u t i o n  reveals t h a t  there 

has been a sha rp  r e d u c t i o n  i n  the volume of l o a n s  belaw $10,000 s i n c e  the t h i r d  

quarrer of 1982.  The volune of Poans above $25,000 seems t o  have he ld  cons tan t  

in the l a s t  three q u a r t e r s ,  however. Table 1 7  a l s o  provides t h e  median va lues  

of l o z n  a p p l i a c t i o n s  by quarter .  The outstanding characteristic 0.f t h e s e  



Table 17 

D I S ~ I B U T I O X  OF Lotas 3v Q~':P.x. VITH KEDIA,?? VALUES: 

1983 TOTALS 

Medizn Loan 

Values . 

(000 * 5 )  





2.ZetropolL~:n - 
Quarter  New Exis tin;! T o t a l  

4t5, 1981 

Ist, 1982 

Znd, 1982 

3rd, 1982 

4th,  1982 

Is&, 1983 

2nd, 1983 

TOT-ALS 

'7 .*on-Ke tt~politan 

:Jew Exis  t i n q  To r a l  

6 5 II 



t o  proceed vith t h e i z  p r o j e c t  s ~ u d i e s .  The new p r o j e c t s  approved d u r i z g  1983 

were  a p p a r e n t l y  based on a p p l i c a t i o n s  i n i t i a t e d  be fo re  t h e  beginning of the 

year. 

There i s  a l s o  a t r e n d  ove~r  tice i~ t h e  approval of  n e c r o p o l i t a n  and non- 

m e t r o p o l i t a n  projects. During the f i r s t  q u a r t e r  of the program, Panana CLty 

a p p l i c a n t s  were favored by a ratio of 3:2 over outsiders. This favor i t i s rz  was 

s h a r p l y  re?-ersed during t h e  fo l lowing  two quarrers (Januarj-Jcne, 1982) in which 

the lcajority of approvals went to non-ce t ropo l i t aa  a p p l i c a t i o a s .  The second 
q u a r t e r  of 1982 is especially notexorthy: 29 approvals oucside P a w  Ci:g and . 
12 within t h e - m e t r o p a l l t a n  area. Tnis extreme was also fol lowed by a c o r r e c t b ~ e  . 

nrasurs-in t k e e  of the f o u r  r e a a h i n g  quarrers ;Yo i na jo r i ty  of a p p r o v a b  r;zs 
. . i n  Panama City once agaia .  . - 

There  i s  a f ica l  disension along which the l o a n  a p p r o v a l s  m y  be  evaiuated. 

The p r o j e c t  pa?er  (Amex V I Z .  Tibh 10) proposes a r a t i o  of l o a n s  by type of 

a c t i v i t y ,  xeprodi;ced - _ p .  10 above. 2 . e  sugges ted  J i s t r i b u i i o n  Ls as ful lows:  

Type o f ,  loan 
. .  . 

No. of Loans Z of T o t a l  

Industrial 67 20.7 

C o m e r c i a 1  117 - 3 6 . 3  . 

S e r v i c e  3-39 4 3 . 0  

TGTALS 323 100.0 

The a c t u a l  d i s ~ r i a u t i o n  of  loan a p p l i c z t i o n s  accosp l i shed  thus far is  p resen ted  

i n  Table 19. Unikke t h e  sugges ted  a l l o c a t i o o  above, the agprova l s  voted by the 

CredFt C o n i t L e e  up t o  t h i s  p o i n t  have been e q u a l l y  d iv ided  amng the t h e e  types 

s p e c i f i e d .  - 

The p r o j e c t  ?la=zners in tended  t h a t  the r a t i o  of s e w i c e  t o  industrial en- 

t e r p r i s e s  should  be -- 2:l. I n s t e a d ,  an e x c e s s  of industrial p r o j e c t s  hast been 
* - 

approved up t o  t3.e present time. The g r e a t e s t  excessof  f n d u s t r i a l  approvals  (12) 

took p l a c e  during the  second q u a r t e r  of 1982  fa t3e non-metropoli tan area. The 

g r e z t e s t  e x c e s s  of c o m e r c i a l  approva l s  (14) w a s  &r ing  t h e  4 t h  q u a r t e r . o f  1981. 

They vere i n  c e t r o p o l i t a n  l o c a t i a n s .  

The p r e f e r e n c e  of  the p r o j e c t  p l a n n e r s  f o r  c a t e g o r i e s  o t h e r  than fndus~rZa1 

probably  r e l a t e s  t o  t h e i r  e x p e c t a t i o n s  t h a t  (1) t he  average industrial, l o a n  would 

be txice t h 2  s i z e  . ---  of the average corimercial and t h r e e  t imes  the s i z e  of the  aver-  

age service l o a n ;  (2) the cost  p e r  j o b  genera ted  i n  i n d u s r r y  vouid be . tv2ce  as 



Industrial 

Pk t ropol i ran  

Non-Yz t ropo l i t an  

18 Sub t o t a l  19 14 
1982 

Xe t r opo l i t an  

Non-Ye t r a p o l i  tan 

Sub t o t a l  

1982 

Eet ropol i tan  

Mon-Xe tropolitan 

Sub to  t z l  

1982 

Xe t r o p o l f  tan 

3on-!+etropoli tan 

Sub t o t a l  

1982 

Ye tropolltzn 

lion-Xe t m p a l i  +an 

Sub r o t a 1  

1s t, 1933 

Wetropoliran 4 I 3 

Xon-Yer ropo7 -2 ' can 1 3 2 

Scb to t a l  5 4 5 

2nd, 1983 

X e r r o f o l i  t a n  =i 2 2 



nuch as in t h e  other two c a t e g o r i e s .  Thp quantitative r e L a t i o n s h i p s  Le-find these 

c o n c l u s 2 o n s  appea r  on pp*  10-11 above ,  

If the lcgic of zhe project p l a m e r l s  a r g m e n t  is correct,  hen the excess - --- - - - -  - - 

of i n d u s t r i a l  b a n s  shouEd resulr in early d e p l e z i a n o f t h e  c a p i t a i f u d  a d  a - - - -  - -. 

s5or:fall-_i,g-t&g.puber of jobs - - g e a e r a ~ e d  , -. - - with f o a m  approved. - 2uC d a t a  review . - - * - -  - .  ... 
ed in Tabkc 15 s u g g e s r  t h a t ,  e v e n  though iadustrfal approvals are a l a rge r  share 

of  t h ~  Loan p o r t f o l i o  t h a  projected, the average amount  appraved ($24,042) was - - 

less thaa tne $30,960 propose6 by Besferrs of the project. D a t a  on jobs gener- 
-_ . - . *  

. - - - aced w i l l  be preseored tuw=d the- end of this c:-taprer. . - -- -.. 
. . - -  - -.-s --I - - - 

-917 . 
FinaLP], ve zay  reach beneath the o f f i c i a l  Iaqgiage of p r o j e c c  Ooctss?ents- 

t o  e z t d x e  : h ~  n a t u r e  of t5e  loan-s~pporred p r o j e c t s  theaselves. I n  Table 20, 

a - -  - rznk-order - - ------ o f  e n t e q r i s e s  - has been p r e ~ a r e 6  and d i c h o t o n i z e d  between Panaza 

Pro-.-ince (the metropolis and ourl~izg c o m u n i t i e s ) a n d  the reminder:  of ehft 

c o w t q .  It is notevorthy 25i;it four out of  t h e  first six types of business 

have tc do with food prcrcess ing ,  fooC sa les  azd d i s , t r ibur ion .  Tke orher three . 

higkes  t r a k i n g s  (2r.d, ? r d  2nd 5 chj have co do with  trazspar t a t i o n .  The r a k s  

b e t ~ e e z  s i x  and t e n  contak a great Fan7 industries, none of which have a fre- 

que3c7 greater than nine, 

MliinuEacturing activi~ies tznd to be q u i t e  diversified, which results in 

their proninenr  p o s i r i o n  a m n g  t h e  residual categorjl  of tueEty z"Ascellanesus 

prises c o n s i s t  of those 2 frequency of less than five cases-  - b u g  the 

n i s c e l l a a e o u s  indcs tries. t h e  presence of 2outcenent-SLgckricact~ries and four 

l ~ b e z  t n ~ - l o g g t - a p _ 2 e ~ g ~ o n s _ i s  probably no t e v o r t h y  , a s  is the c o n c e n t r ~ t i o a  

of a z a u f z c t n r i n z  sTithin Tanzza P r o d a c e .  
1 

rrCi l n e  a c t ~ a i  5ushes.s actLvfties for vhjch loazzs been r e q u e s t e d  are - 

o r  i n i u s t q  vhlch appears t~ be break ing  new ground for kcanonic growth in 

Pzaana. Wcst of the pur?cses for tihich l o a n s  Pxwe Seen seughr,  replicate bus- 

.-iness 2c:i7r',ties al ready in place in th? cornmi t ies  ~Zl ich  will-receive then. 

In addFtion, at Letst %%thin P a n a m  C i t y ,  a n u ~ b e r  of the enterprises f h a n c e d  
k. 

kave a rather f r i - . ~ o l o u s  character: a f i r e w o r k s  f a c t o r - ,  a g o u r z e t  food s t o r e ,  

a pur-eyer of - p a r r y  goods f o r  birthdays, an i n t e r i o r  decorator, etc., L%ile 

t h e r e  is n o r h i n g  i n t r i n s i c a l i y  ";rrong" with financing zctivities of  t h ~ k  sor: 

if t h e y  generz te  ec?lo7p.en: and succeed financizlly, they are sonewhat  out of  

c k a r z c ~ e r  wit> the r a E l o n z l e  f o r  the supervised c red i t . p rog7-a= .  



- 77 - 
Table 20 

Type of Business 

Groceries, Food Stores 

Specialty Goods Retail: 
Hardware, Auto Parts 

Restaurants 

Ba'mries , Delicatessens 
Repairs:  Vehicles, Appliances 

Eear, P o u l t q ,  Fish: Fmd 
Processirig mc Sale 

Transpor t a e l o n  

Furniture :J';inufacture 

General Scores 

L a u n C r i e s ,  Cleaners, C a r  
Wash 

Gift Shops, 3eauty Shops 
Florist, Sovelties 

Rank - 
3. 

2 

3 

3 

3 

4 

5 

6 

7 

S 

8 

8 

9 

9 

9 

- 

- 

Percen ' -- 



Addi t i ona l  da t a  on t h i s  sane themeare presented i n  Table 21, w 7 ~ c ' t r  

e x m b e s  average  loan  size and nczber 'of ernploye& to be geaerated by m a  of 
. - 

bus iness .  Where the  avertge loaa s i z e  i s  based on amounts acttrallp requested 

the e q l o p e n t  figures are estizates of the future l z b o r  requirements of the 

fully dsveloped enterprise* I n  Table 21, t y p t s  of business a c t i v i t i e s  are 

arracged in order of ascending va lue  of mean loan approval; I - e - ,  l o a m  

for auto a d  machine r e p a i r  have the lowest man value, while loans far w e l b z ,  

s m l t b g  and metal work have the highest man value. - .  

Zn Tabla 21, business activities .with a frequency of mre t b  5 have 

been s o u p e d  i n  the upper fialf a? t h e  page.. Busiaess e n c a q r i s e s  with a fre; 

quency of 5 o r  less appeax on the lower half of the page. Several  s f  thes.e - 
lower frequency types of ente-mighest mean l o a r  values; e.g,, 

pr in t  shop and photography , 2nd chetlical nanufacture.  

The d",tribution of enteqrfses by mean size of loan ap?licat?-ou xevaals 

tha t  the t y p s  of business a c t i v i t i e s  which a p p e a r h o s t  f requent ly ,  such as 

groceries and au to  re?zir shops, tend to  have lower l o a n  values. The only fre- 

q c e a t l y  a?pearhg bus iness  with a lo= v a l u e  hig5er thzn the average for all 

a p p l i c a t i o n s  ($24,048) i s  t h a t  of specialty s t o r e s ,  

Table 21 also provides  a b a s i s  f o r  e s t i r ~ t i n g  the  a z t i c i p a t e d  ezployment 
* -  - 

generat ion p o t e n t i a l  of d i f f e r e n r  ty?es of business  activity. Accordkg to t5e - - - A  - - 
p r o j e c t  design, the 323 loans  should htve generated 1,604 jobs, o r  5 pe= lo&. . -  
The 192 l oans  ~?proved to  said-1983 vere e-qected t o  produce 852 jobs  ( 4 - 4  per  

loan) ,  A peculiarity of t h e  project p r o p o s a l  w a s  I t s  expecta&.on t;+t d i f f e ren t  

fypes of mceq'rises should generate d i f f e r e n t  levels o f  e q l o p e n t :  3 p e r  
I 

servllce en teqr f se  and 6 each for i c d u s t t i e s  an6 comercial  en t e rp r i s e s .  Eow- 

ever, isspectf on of the individual bqsknesses hisc loses  that f o r  ~ o s t  categortes, - - 
i t  i s  expected that 4-5 erplogrees dll b e  added for each loan. Industries w k 5 1  

e - q e c  t to nee t or exceed t h e  norm are furniture =nufac ture (6 workers), lmber  

~ l l l i n g  (9 workers) and cheaical industries ( 6  w o r k e r s ) .  G n l y  one other entez- - 
p r t s e  category exceeds t h e  n o m  of 4-5 e q l o y e e i :  p r i z t i a g  an3 photography, a 

service a c t i v i t y .  

Pnccher  concern r e f l e c t e d  in t h e  projecr design i s  t h a t  t h e  pa r r i c ipa t i on  

of wozen as b u s i n e s s  p r o p r i e t o r s  is t o  be encouraged. Table 22 presents loan 

zppifcation data on this issue; 44 f o a  a p ? l i c z t i o n s  (23% of the t o t a l )  have 

been ffl2a by vomen. Four o u t  of f i v e  of these  Loans zre locatel yzithia cfre 



?lean 
V a l u e  

13577 

17500 

17529 

17358 

18622 

21 269 

22886 

241 25 

24700 

27781 

30556 

3857 1 

Range 

High  Total 
Vzlue 

Hedim 
Value 

lZ0W 

15060 

12CCO 

l3SCO 

12500 

L a w  
V a l u e  - 

Auto/Pachine Repair 

Gifcs/Florise/Bezuty Shop 

C lean ing  Business 

WeatfFood P r e p a r a t i o n  

Groceries 

Eestaura7ts  
m Aransporca t i o n  

Bakeries 

General S t o r ~ s  

Specialty Stores 
P r u r n i t u r e  Xanufacture 

Welding/Sael tina/??e:tl 

S u b t o t a l  

M u r s e r y / L a n $ s c a p i ~ ~  

CPothLr?g ?!anof a c r c r e  

Ceraz~c/?z?er/?lastic ?!Eg. 

Shoe :A,fg./Repair 

E u s i n e s s  S u p p o r t  Se r - r i ce5  

Cenen t S?ock YE3 . 
Curtzin/Cushi~n H f g .  

LtinSer/ZlrLli.ng 



Table 22 

P a n a m  
P r o v i n c e  

O t h e r .  
P r o v i n c e s  Bate 

. - - I?I 

1981 - 10 
(July-Eec.  ) . ' 



1982 
(July-Dec.)  

(Page t 7 ~ o  of t v o )  

Panana O t h e r  
N - Province Provinces Totals 



p r o v i n c e  of Panama. The d i f f e r e n c e  between l o a n s  t o  men and women in &ems 

of location of tile e r l t e r p r i s e  i s  set f o r t h  below with d a t z  from Tables  2C and. 

22: 

Panana Prov icce  - - Ocher P rov inces  T o t a l  - 

Male - - 
92 

- .  

P r o p r i e t o r s  56 148  

Female - .. _ A .  .. - 
Proprietors 3 6 8 44 - - 

TOTALS 

Another f e a t u z e  of  T a b l e  22 tha'l deserves ;st;?lent i s  t h e  size of b a n  

a p p r o v a l s  nade  t o  female  p z o p r i e t o r s .  Both mean ($28,227) ~ n d  median <$k5,OOG> . 

v a l u e s  a r e  s u b s  t a n t i a l l y  below t h o s e  f o r  a l l  loan a~provals.  A s  no& a2 the 

bot tom of t h e  t a b l e ,  women have r e c e i v e d  23:; of the l o a n s  b u t  on ly  19.3% of 

t h e  funds  camni t t ed .  

In Table 23, a fre,quency d i s t r i b b t i o n  of the *enCerpkises operated by 

women h a s  Seen prepzred .  The n o s t  f r e q u e n t  b u s i n e s s  o p e r a t e d  by a wonan pro- 

p r i e t o r  i s  t h e  "50ueiquei' type  of specialty shop: f l o w e r s ,  g i f t s  and novelties, . - - - -  - - . . . . - - - - - 
S i x  o u t  of seven of t h e s e  a r e  l o c a t e d  i n  Panzna Province .  In c a t e g o r i c a l  t e r m ,  

women p r o 2 r i e t o r s  a r e  n o r e  p r o ~ n e n t  p ropor tLona l ly  i n  g roce ry  marketiiq and 

food- re la t ed  e n t e r p r i s e s .  H o w e v e r ,  it is  i n t e r e s t i n g  t o  n o t e  that so= o f  ,he nore  

e ~ e n s i v e  e x a q l e s  of t 5 e s e  zre t o  b e  found i n  p rov inces  o t h e r  than Panama! 

To p e r n i t  a n o r e  coaprehensi .~e  review of the t m e s  ~ t _ . b u s i n e s s e 3  represent-  

e d  by the _entLre  b o d y - o f  ' loacapprovals  t o  mid-1983, togekker  with t h e i r  loca-  

t i o n s  =d +_he a c o u o t s  r eques ted  f o r  them, Table 24A-Xhas been p r q a r e d  t o  c m -  

p l e t e  t h i s  s e c t i o n .  It p r z s e n t s  a s e p a r a t e  table f o r  each of the ranked catr- 

g o r i e s  of e n t e r ? ~ i s e  L2 Table  2 0 f o r  .ranks 1 through 8. Ranks below 8 are coc- 

s o l i d z t e d  fz~ a r e s i d u a l  c a t e g o r y  (Table 24-ET) . 

It i s  a g p r o p r i a t e  t o  conclude  this s e c t i o n  w i t h  a brief reviev uf the 

w j o r  f i n d i n g s :  

1. The corn:-tnent of l o a n  f u n 2  - a f t e r  _ twer&y=m-.mnnt;zs-of- opera t ion  
I s  a p p r o x i n a t e l y  on schedu le  ( $ 4 , 6 1 7 , ~ 1 3  approved) b u t  diskursercents,  
which a r e  ocLy 662 of  a p p r o v a l s ,  l a g  s i g n i f i c a n t l y .  - - -- - -  - . . 

2. O v e r  t i n e ,  t-?e_.volurne of a ~ p r o v a l s  by quarrer has d e c l i n e d o  The rate 
has &pen belo? averagz s i n c e  nfd-1982 (Table 13) - 

3 .  The ave rzge  7:alue of l o a n s  p e r  q u a r t e r  has i n c r e a s e d  a s  the nu&er 
has  gone d ~ ~ ~ r .  Eoth a-&rage v a l u e  ($28,905) and nuzber of l o a r s  
(21) f o r  r h e  most recent q u a r t e r  a r e  approaching tarzets i n  the 
p r o j e c t  p a p e r  f o r  ;he f i r s t  t i ze  (Table 15). 



Table 23 

Panama 
Prov ince  

Other 
Provinces T o t a l s  

Gift Shops, Flor i s t s ,  7 
end Beauty S a l a n s  

Groceries, S u p e r -  6 
aarkets 2nd  Food 
Stores 



Types  of E u s i n e s s e s  Owned by IJomen 

(Page two of three) 

Panama 
Prov ince  

O t b r  
P r o v i n c e s  T o t a l s  B u s i n e s s e s  

C l o t h i n g  Pfanuf a c t u r i n g  
and Tailoring 

- - .  
S u b t o t a l  

F u r n i r u r e  and House 
F u r n i s h i n g  Manu- 
facture 

S u b t o t a l  

S p e c i a l t y  Goods - 
Retail and Whole- . 
sale 

S u b t o t a l  

General Stores 

S u b t o t a l  

k a t  a n d  Food 
P r o c e s s i n g  t 

. S u b t o t a l  

T r a n s p o r t a t i o n  Busi- 2 
n e s s  - P a s s e n g e r  and  
Cargo 

S u b t a t z l  

C l e a n i n g  B u s i n e s s  
Laundroza ts a n d  
Auto \.!ashes 

Sub to t a l .  



Types of Businesses Oxmed by Women 

(Page three of three) 

P a n a a  
Prov ince  

Other 
P r o v i n c e s  Types of B u s i n e s s e s  Totals 

Printers a n d  Phota- 
graphers 

Subtotal 

Pottery, Ceramics, 
Paper and Plastic 
M a n u f a c t u r e  

Subtotal 

Cement Block Manu- 
facture 

S u b t o t a l  

Shoe V a n u f a c t u r e  and ' L 
~ e p i r  

S u b t o t a l  

TOTALS 



LOANS FJR GZOCERIES ,  SUPiZKARKETS AND FOOD ST08ES 

Panama Other  
P r o v i n c e  Trnvinces - Totals Bate h' - 

1981 4 
(July-Dec.) 

S u b t o t a l  

S u b t o t a l  

2952 
( Ju ly -Dec . )  

Subtotal 
-,- 

ru' TOTAL 
TOTALS 

MS.43 $18622 

f.!EDIAN $12500 

x-Loan emount incorpora tes  a d d i t i o n a l  l o a n s  made a t  a l a t e r  d - t ?  

1-3>!7 f u n d e d  $12000 of the  l oan .  
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Table 24-E 

LOAi-:S FO'! SPECIALTY GOODS -- RETAIL A::D L " ~ ~ ~ ~ L E s A L E '  

Panama 
P r o v i n c e  

O t h e r  
Provinces  Date T o t a l s  

1981 
( July-Dec. ) 



, ,  T a b l e  . . 2 4 4  

LOAliS FOR RESTAURANTS 

Other  
PrQvinces  - Totals 

Panana 
Province Date - 14 

1981 
(July-Dec.)  

S u b t o t a l  

1982 
(Jan. -.June) , 

S u b t o t a l  

1382 
(July-Dec.) 

Subtotzl 

N TOTAL - 

TOTALS - 1  

" Loan aaount incorpora tes  a d d i t i o n a l  l o a n  made a t  a later date 

1 2P:P f u n d e d  $40090 of t h e  l o a n  a m o u n t  



Panama 
P r o v i n c e  

Ocher 
Provinces Date Totals 

198 1 
(July-Dec. ) 

S u b t o t a l  

1352 
( J a n .  -June) 

1982 
( Ju ly-Dec , )  

S u b t o t a l  

S u b t o t a l  

. . "oan a m o u n t  i r .cgr7ora tes  additiocal fo?ns c a d s  at l a t e r  d a t e ,  



Table -24-x 

VESICLE REPAIR A:;D ATPLIAKCE R E P A I R  SHO?S FOR AUTO SODY, 

Panana 
Province 

O t h e r  
Provinces  T o t a l s  

S l8000  

$18000 . $ 18000 

- $18000' . - 

1981 
(July-Dec,) 
S u b t o t a l  

( J u l y - D e c . )  

Sub to t a l  

N TOTAL 

TOTALS . - 
- 1  

* Loan amount i nco rpo ra t e s  a d d i t i o n e l  l o a n s  made zt a later date 

I SNP funded S4000 of t h e  loan amount 
5 

2 ESP f u n d e d  520,000 of t h e  loan amoun t .  



Date - 

S u b t o t a l  

S u b t o t t l  
7 

Panara - I{ - P r o v i n c e  

4 $ eoco 
1 SQ0O 

k 23000 

O t h e r  
Provinces 



T a b l e  24- G 

LOAKS FOE TEE TRAXSPORTATION BUSINESS - ?hSE?iGER AND CARGO 

Panama 
. . 

Other 
Date Prov inces  Totals . 

1982 5 - .  . . 
$ 6360 -. 

(July-Dec. ) - -  
30600 

S u b t o t a l  

S u b t o t a l  

1982 
( Ju ly -Dec . )  

Subtotal 

1983 
( J a c .  - J u n e )  

s u b t o t a l -  ., - S aoooo 

X TOTAL 

TOTALS . . 

1 EXP f u n d e d  . t o t a l  l o a n  



. Table 24- EI 

Panam 
Prov ince  

Other 
Provinces  Date Totals 

1981 
(July-Dec.) 

S u b t o t a l  

1982 
( J u l y - D e c . )  

" Loan azounr j n c o r ? ~ r a E e s  a d d i t i o n a l  loaf is  ~ z e e  a t  a later d a t e  



T a b l e  24-1 

LOANS TO GEPiEZAL STORES 

Panana Other 
Provinces Totals 

. - 

. . - - 
$ 5000 - .-. 

50000 .- 24 L . -. 

Date Province -- 

Subtotal 

1982 
(July-Dec.) 

I$ TOTAL 

T5TALS 

m o u n t  incorporates additional loan made at a later daCe " Loan 



T a b l e  2G-J 

P a n a m  
P r o v i n c e  

O t h e r  
P r o - ~ i n c a s  Date - Totals 

3 TOTAL 

TOTALS 1 

Z. Loan anounc :ncorpQrarPs zdSLriona1 ican  zade at a l a t e r  daze 



Table - 2 4 -  1: 

Panama O t h e r  
Province  Provinces . Totzls Date 

1981 
(July-Dec.) 

f 982 
(July-Dec. )  

S u b t o E a i  

1933 
( Jan-June)  
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Table 2 4 - ~ ~  

LOANS TO GIiT SHOPS, E'LORISTS, BEALTY SALONS 

Panaiia 
Province 

C t h e r  
Brovincos .- Date 

1981 . 
(July-Dec,) 

Subtotal 

1982 
(July-Dec,) 

$ 6000 

14000* 

15000 

l.5000 

$ soooo 

S u b t o t a l  

TOTALS 

-z Loan amount incorporates additional l o a n  ~ a d e  at a later dats .  



Table  24-I f  

Pa nena 
Province 

Orher  
P rov inces  Dare  

1951 
(July-Dec.)  

Subtotal  

+ F e s l d u a l  Eusinesses: P r i n t e r s ,  PSo:ozra$y (5);  C l o t h i n g  XandEacture,  - iailor ( 5 ) ;  FhztlfacEuie P o t t e r y ,  Cerazics,  P;?;)er, Plastics ( 5 3 ;  ;!i?nufc3cture 
C1eanir.g ? roduc ts .  ChPnicals, Fireimrks ( 4 ) ;  3usiness S u p p o r i  50r:'Lces (6); 
Lucber : i l l l ,  Lo~gizz ( 4 ) ;  Czr,;ent 2lccl: ::anl;facture ( L ) ;  D%n:is:s, I:edical 

1 "  . . Labora~ory ( L ) ;  Shoe L:ar.ufacCr;r~ and Repair ( 4 ) ;  Hanufaciure cusr.;cns, 3 3 4 i , i ~ g ,  
cgrtzins ( 2 ) ;  Plant ;;ursery, iacdscsping ( 2 ) ;  Leat5er T a n n i n g  (1) ;  Consiruc- 
t i o n  ( 1 ) ;  AccounLaz: (1 ) ;  R a d ~ o  E r o z d c a s t i n g  Station (1). 



Loans  f o r  Residual Category Businesses 

(Page txo of two) 

N - Province  Prov inces  Totals Date 

1982 
(July-Dec. ) 

S u b t o t a l  

1983 
(Jan,-June) 

Subtotal 
I 

ii: TOTAL 47 

TGTALS 

" o m  asn~un t  i n c o r p o r a t e s  a d d i t i o n a l  l o a n s  made a t  Later d a r e s .  

i a:;? f u n d e d  S36,CCO of t h e  Loan a n o u n t  

2 E:i? funded $25,030 of tPle l o a n  a m u n r  
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Loan a p p r o v a l s  over  t h e  firs: seven quaIters are c h a r a c t e r i z e d  by 
ext reme h e t e r o g e n e i t y  ($5,000 - $186,000), which i m ~ l i e s  eLther 
the absence  o f  a r e s t r & c t i v e  p o l i c y  o r  the p r e s e n c e  of a d a i a i s e r t t i v e  
problems- ( d i e  15) . 
Over C i a e ,  the BhT has sho-m an i n c r e a s i n g  p r e f e r e n c e  f o r  e x i s t i n g  
b u s i n e s s e s  r-a-the?-_than-ny e n t r e p r e n e u r s  as- loan r e c i p i e n t s  (Table 
18). There  has always been a tendency for the program t o  dl fewer 
loans to new businesses our-side t h e  m e t r o p o l i t a n  area, compared w i t h  
Panama City (Table 18) . - 

-- .-.,..--. -- - . I - - - .  - .  
* - 

S h c e  mid-1982, &here has been a strong tendency f o r  the naja~ity p f  
laan approvals of b o t t  types (new and e x i s t i n 3  businesses) t e  be lo- 
cated ii the metropoli:an r s g i o n  (Table 18). - .  

. . -  

The propos  t i  on of iodus t r i a l p r o  j ects-app-ravVgdP(33 Ij%)-- is higher  t h a n  . 
t h e ~ p r o p o ~ n _ p r o p o s e d ~ ~ 2 0 . 7 % ) ,  w h i l e  t h e  p r o p o r t i o n  of s e w F c e  en- - 
t e r p r i s e s  a?proved (30.2I) - - -  i s  l o ~ e r  -- than  t h e - p r o p o r t i o n  proposed 
( 4 3 . 0 2 ) .  see ~ a d f C l S ) -  

There i s  a suhs tan t i a .1  c o n c e n t r a t i o n  of l o a n s  i n  food-re lared  enter- 
p r i s e s :  food s t o r e s ,  m e a t s ,  fish and p o u l t r y ,  bakeries and r e s t a u t -  
a n t s  nusber  55 b u s i n e s s  v e n r i r e s ,  or _____ 28.6% _---- of the t o t z l .  See  TaSle 
2 0 ,  This trerid was accentuzeed i n  1983. See T a 3 l e  24 -A ,  24-E. 

There  i s  a  tendency f o r  the rnost f r e q u e n t l y  appear ing  t y p e o f  busbesses 
t o  have the _ s s a l l e r  l o a n s  (Table -- - - - 21) - - - . . 

Loan applications pyomiss a  nu&er of new jobs ( 4 . 4  pe r  business) 
which a p p r o x i n a t e  the p r o j e c t  t a r g e t  (5 p e r  enterprise). However, 
t h e  p r o j e c t  p q e r  proposed that n e w  -- i n d u s t r i e s  should  genera te  tw ice 
as many jobs  as service e n t e r p r i s e s :  the ?reposed r a t i o  w a s  6 : 3 .  

. 

This e q e c t a c i o n  i s  n o t  confirmed by t h e  l o a n  a y p l i c a t i o n s  u'nich an- 
ticipate 4-5 j o b s  p e r  e n c e q r i s e  f o r  a l l  t-ypes of a c t i v i t y .  See Table 21. 

- - - 
A s u 5 s t t n t i a l  p r o p o r t i o n  of loan a p p l i e z t i o n s  - -  - -- (23%) have been filed 

-b~-'~cma~errrr~-pre~.et~zs, hovever they h a ~ ~ € ?  r e c e i v e d  a smaller psopor  t ion 
(19.3%) of t o c a l  l o a n  f u a d s  corn- i t ted .  T h i s  i s  because  enterprises 
opera ted  by women en t repreneurs te -d  t o  b~ c o n c e n t r a t e d  fc food-related 
a c t i v i t i e s  which have _ b e l n x e a e r a g e  s i z e  l o a n  a p p l i c z t i o n s .  - See Table 

---. < - -  . -  - -- ...--- 
23. - - A  

- - 

The l o a n  a ? ? l i c a t i a n  data c o n t a i z  soae  dange r  signals that iA_ ica te  t h e  . 
- __--- 

exisrence of what  ray prove t o  be  s e r i o u s  difficulries i n  the opera r ion  of the -2 
Trograly. C,-nong these signals a re  (a) l a g g i n g  d i s b u r s e n e n t s ; -  (b) i n c r e a s i n g  

preference for exis;ir,g busiaesses ; (c) t h e  r e e e n r  s?i l f  t toward- the -  ne t ropo l -  

i t a n  - r eg ion ;  (2) accelerated preference for.. conserva:ive - in -~es t r r , en t s  (food- 

r s l a t e d  entezprises;;(e) l a g g i n g  i n v e s t c e n t  i n  manufacturing o p e r a t i o n s .  



Approved A p p l i c a n t s  v e r s u s  Loan Accounts 
f 

'It was noted a t  t h e  beginning of t h e  chapter t h a t  192 loan a p p l i c a t i o c s  \ 

w e r e  approved by t5e C r e d i t  Committee prior t o  June  30, 1983. But this uiverse 

of a p p l i c a n t s  does not equate w i t h  persons who have r e c e i v e d  loans a d  are now 

o p e r a t i n g  s u p e r v i s e d  c r e d i t  e n t e r p r i s e s .  The s i t u a t i o n  is camplicaeed by the 

s e p a r a t i o n  of t h e  d i s b u r s e n e n t  procedure from the approval itself. Following . 

approval, t h e  loan f o l d e r  must go to the leg& depaztizeat for contract prepar- 

a t i o n .  This iavolves  t h e  verification of docments and entry of collateral 

itens i n  t h e  pub-l ie  r ecord .  The l o a n  fs a c t i v a t e d  by d i s b u r s e a e n t  at'a larer dace- 

The data presen ted  i n  Table 1 4  s o n f i r r ~  t h a t  t h i s  is a l e n g r h i a r  procass - - - - -. - 
than t h e  Bank is  w i l l i n g  t o  adnic. P a r t  of t h e  delay is built i n t o  &be,process 

of c e r t i f y f n g  a c l i e n t ' s  e l i g i j i l i t y .  A substantial p r o p o r t i o n  of the face 

v a l u e  of che l o a n  --- must be secured w i t h  c o l l a t e r a l  ( q a r a n t i a s ) .  Where a client - - - - - - - - ? A - . - - - - - 
p o s s e s s e s  n e i t h e r  sufficienLxeaLyra~erty~oz xo-s igners  ( f e a d c r s )  . he m y  

s t i l l  q u a l i f y  for the l o a n  by agreeing-to purchase  c a p i t a l  goods w i t h  a por- 

t i o n  of  the funds  and p ledge  then as g a r a n t l a s .  

However, vhile the purchase of t h e  c a l l a t o r a l  i t e m  is  being nego t ia ted  

w i t h  p a r t  of the rnomy, t h e  balance is r e t a i n e d  by the Bulk. It r e n a i n s  undis- 

burszd  u n t i l  c o l l a t e r a l  requirements  are s a t i s f i e d .  Ne i the r  the c l i e n t  nor the 

Bank cons ide r  such an account to have Seen dlsbursed.  It is  in a s t a t e  of sus- 

pension 2nd e n t e r e d  on the books as ''VKD1' ("Yo ba dese&oIsad3") 
- -  -- .- 

The problens  do noc ceass a t  t h t  po in t .  I n  the event  t h a t  c o l l a t e r a f  

is n o t  secured ,  or o t h e r  d i f f i c u l t i e s  i n t e ~ ~ e n e  b e t w e e n  the approval  and t h  
. - 

arz t ic igated  f u t ~ r e  d a t e  of d i sbursexen t ,  t he  c l i e n t  may simply t ; i C h d i a ~  and 

d e c l i n e  t h e  loan.  An a p p l i c a n t  who follows this course  is designated as a 
r 

t r  d e s i s t i o " .  'n'ithdrawals frequently a r e  t r i g g e r e d  by the l o s s  cf a business 

opportunity r e s u i t i n g  from d e l a y e d  d i s h r s e a e n t .  

Suc t h e r e  a r e  f u r t h e r  c o n p l i c a t i o n s .  C l i e n t s  ~ h o  r e c e i v e  d isburseoents  

do n o t  a lways  p r o s p e r  d e s p i t e  the  completion of a business ana lys i s  c o n f i n z g  

chat  t h e i r  a n r i c i ~ a t e d  r a t e  of  r e t u x  v i l l  exceed t h e i r  s b l i g z t i o n s  a f t e r  a 

s p e c i f i e d  p e r f a d  o f  tic:' ("the b r e a k  eve3 point"). Eotrepreneurs  who f a l l  

s e r i o u s l y  i n  a r r e a r s  h a v e  t h e i r  a c c o u n t s  suspended  o r  t e m i n a t e d .  In some 

c2ses  rencssessicns a re  completed, Such c l L e n t s  arz d e s l s . a t e d  as "sus?endido", 

D e s p k t e  the degree of v i t a l i t y  and p r o b a j l e  l i f e  ex?ectancy of chese 

clients,  hey are all (192 of t h e e 3 )  vaLI5 loan  approvals f r o n  8 N T ' s  s t a n d p o k e .  * 



The funds  o b l i g a t e d  f o r  t h i s  u n i v e r s e  of cus tomers  ($4,617,213) i s  reporred 

t o  CSAm a s  a f i n a n c i a l  c o ~ C i > = ~ t .  A Dore a c c u r a t e  p i c t ~ r e  of the p r e s e n t  

s i t u a t i o n  c a n  be o b t a i n e d  f r a n  Table  25, whit applies the  c l a s s i f i c a t i o n  just 

d e s c r t b e d .  

To pursue t h e  issue of a p p r o v a l s  versm d i sbu r semen t s ,  the section s f  

t: 2 table 2 e r t a i n i a g  t o  1983 i s  p a r t i c u l a r l y  i n t e r e s t i n g -  O f  the  35 loan 
- .- 

a ~ ~ ~ 1 L c a t i o u s  approved  i n  1983, only  5 had been activated by August-.  Note - 
A .  

especially t h a t  only  4 of the 14 loans apprcnred during t he  first q u a r t e r  of - 

1983 were act iva ted  by August! Only 3 of the  total of  33 undisbursed lozn  

a c c o u c t s  reriabed from 1982 however. I n  o the r  words, i f  the client d o e s n ' t  

w i t h d r a w ,  d i s b u r s e m e n t s  are d e  e v e n t u l l y .  S i n c e  there were no  " d e s i s t i s s "  

thus f a r  r e p o r t e d  for 1983, she a p p l i c a n t s  had n o t  10s: hope by the ti= our 

f i e l d  work vas conc iuded .  The delays i n  t h e  d i s b u r s e z e n t  p r o c e s s  are lengthy! 

There is s u b s t a n t l z l  e v i d e n c e  i.1 T a b l e  25 t h a t  e n t e r p r i s e s  requhe a 

substancizl azmuz: of lag t lze b e f o r t  getting i c t o  .*serious t r oub l e .  -All 8 of 

t h e  w i t h d r a v a l s  l a t e  bzck- to - the  third quarcer af 3 9 8 2 ,  and 7 were e a r l i e r .  

A l l  15 of the t e m i n a t e d  c l i e n t s  r e p r e s e n t  a c c o u n t s  from the second quar-  

ter of 1982  o r  ea r l i e r .  
C 1- Lne e x p l a n a t i o n  f o r  this t h e  lzg w i i l  b e  found i r r  mznzgeaan: groce lures  

vhLr:? encourage Z:;? p e r s o n n e l  t o  work -dth t r o u b l e d  a c c o m t s  and ac t enpe  t o  de- 

vise a  s s l u c i o n .  t ; n i f e  :his i s  a  hr-;.2nitarfan ~ o l i c y ,  and i n  keeping wizh the 

progran's philosophy, i t  has son@ omiaous i c ; p i i c a t i o n s .  As w i l l  b e  seen i n  t h e  

next cha?ter,  5: indicates t h a t  an as yer~unestim.:ed xum'er 3f ~ C C O U E ~ S  l i s f e d  

zs active s i n c e  the t 5 i z d  quartet o f  1982 are acrually eqeriencir.g s e v e r e  
s 

dif z; - -. , ,cuLties .  i n e y  have n o t  y e t  been t r a r - s f e r r e d  t o  :he " t e r n i a a t e d "  c o l m !  

how s e r f o u s  z probfen are t e r ; i n a t f a c s  and w i t h d r a - ~ a l s ?  Of the 192 loan 

a~~lications zps roveb  t h u s  f a r ,  33 have n o t  y e t  been d i s b c r s e d ,  5 are re?aid, 

8 hzve w i t n t r a - m .  O f  t h e  r e z a i n i n g  146  c l i e n t s  "at r isk" f c r  t e rn ina t ion ,  I6 

have been shu: dosr?--- a p p r o x i n a t e i y  1 i n  9.  If w e  c o n s i d e r  b z t h  ter"&tions 





i n s l g h t s  nay be obtained Sy i s o l a z i n g  the tine f raae  in w h i c h  the failures 

have occurred, and the t p e s  of b u s i ~ e s s e s  which have sustained the%. 

T a b l e  25 c o n f i ~ s  that 15 of  16 t e m i n a t i o n s ,  and 7 of 8 ~ i t h d r z ~ a l s  

have befa l l en  enterprises w's l i c5  were approved during the  first three q u a r t e r s  

of p r o s =  opesa t ion .  In Table 26,  the eeltininations and withdrawals have been 

classified by (I) approval  d a t e ;  (2) n e w  o r  e x i s t h g  enterprise; and (3) t'ne . 

of activi,ty. Of the 110 approvals during the first thzea quarters, 64 were 
- 

given to aew enrer@.ses. Of these, 17 are n o v , . ~ n a t e d  or withdrawn f o r  
-- - -- 

a fai l~ure rate of 26.6% (1 in 4 rather c'han I in 6 ) -  Of the remaining 56 approv- . 
. . 

z l s  given to e x i s t h g  businesses, only 5 zre now t e h a L e d  o r  ~ i t h d r a m ,  f o r  . 

a faLLure raze of just 8.9.Z-(I  in. 12 rather than 1 in 6). 

These stacFstics clarf$",e greference shown in recenr  months for exist- 

in% businesses as c l i e n t s .  As seneion22 i n  t h e  p r e c e 2 i n g  chapter ,  the practise 

in recent imnihs has beer? ts rezuse LO zCvznee a p p l i c a n t s .  w i sh ing  t o  start new 

b c s 5 s e s s e s  to t h e  pint of p repar ing  a p r o j e c t  study. This p a r r l y  e-xplains Lhe 
6 

- 7 0  ?ro*~a3ilit7 of noc reaching s t e p  $ 5  ia T a b l e  12. T h o ' r a j o r i ~ f  of i n q u i z i ~ s  
- -  - - - .  

about loans are orEgizzaced by aerssjrrs i n t e r e s t e d  in new v e n t u r e s .  

If we focus on failures by ty?e BE b u s i n e s s  a c e v i t y  during the first 

t h r e e  quarters of ?Togran o ~ e r z t i o n ,  r esu l t s  a re  e q u a l l y  r e v e a l i n g :  

-. A ~ ~ r o v e d  Loans Dcrfnz r z r s t  Three Q u a r t e r s  

C l e a r l y ,  co=.ercial e n t e q r i s e s  e - q e r h n c e  a g r e a t e r  r i sk  of f a i l u r e  chan 

i n d n s c r i a l  o r  sezvice- f i ~ ~ .  

It has  d r e a d y  been esta3iisked above tka: existing businesses are less 

22 :  r o  fzfl :ha3 cev orles. Does a hea-PI c o n c e n t r a r i o n  of ney  busiaesses within 

t 3 e  cccrLercial c z c e g o ~ j  e z 2 l a i n  F t s  h i g h e r  f z i l u r e  r a t e ?  The znsver is presented 

in rke i cse t  belzr.?: 





Approved Loans Dur ing  First Three quarters 

Industrial Cormer cia1 S e r v i c e s  

F-pprovals 38 45 37 - 

Existing F i m s  22 17 17 

1:e-d Businesses 16 2 8 2 0 

Oercen t New 4 2 . 1  6 ~ . 2  54.1 

Coqaricg these results with those of the p r e v i o u s  demonst ra t ion ,  w e  can ron- 

f im t'na: the =eater t he  ~ r o v o ' r t L m  of n e w  a t e m r i s e s  w i t h i n  a 3 u s i r ~ s s  pme, 

t3.e hiz'ner ~.;11 j e  t 5 e  f a i l u t g  rate .  

These r e s u l t s  are i n d i c a t i v e ,  bur not conclusive. We cannot say for cer- 

tain whether the very high failure r a t e  anong cor,erciaf f i r m s  is because they . 

have t h e  greates t  proportion of new o-aer-operators, or becacse c o m r c e  is in- 

h e r e n t l y  more risky than in2ustry or s e r v i c e  activities. The Eank i s  fa'dng no 

chances. Tne e v a l u a t i o n  team was t o ld  by B?? off iciais that no more groce r -  -- ---.- - 
@ . .  

stores are t a  be financed 3 y  the progran.  However, e q o s u r e  to high risk of f z i l -  

u r e  =y have been increased by the large nmkr of l oans  :3 food-sel l iag  - - f i r a s  

d u r i n g  the  firs: half  of 1983 (see Tz5le 24-A, 24 -F ) -  

Tne l o c a t i o n  dinension of  Susizess activity, revLewed in TabLe 27, has  

a l s o  ~ a d e  a con:ribution to bcsiness £allure. Colon emerges as the "Egh  rirc:" 

location for laan-su?porred e n t e - r ~ r i s e s .  Of the 14 qproved and disbursdlss~s, 

8 frz-JP been. withd=Xrn or teraizated! Fu l ly  one-~hird of all wLthdrauals aad 
ter7iaatfons xhich have occurred wi th in  t 3 e  p r o g r a  a r e  Locaced i n  Coloz! 



Loea tion 

Panama 
Este 

Panaim 
Oes te 

Area 
Central  

kea 
Occidental 

San alas  

Colon 

Table 27 

APPROVED L O A X  BY PRESENT STATUS AXD LOCATIOS 

Approved 

I0 1 

f 

- - 

4 

20 

2 8 

20 

3 

f 5 

l9 2 

Undisbursed Ternina ted Ac rive 
1 

Ki t hd~awn  

I. The Xetropolitan Area active l o a n s  i n c l u d e  
r e p a i d  ("cancelzOosl') S t r i c r l y  speaking,  
ac Live 

five which are fu1I.j 
these are no l o n g e r  



It was es:ablisl:ed I n  Table 25 that the f F r s r  cwo quarters of 1982 =ere 

the i n r e r v a l  of greates: business failure in the histsry of the progzarz- A l l  - 
loans ~ a d e  to applFcants fron Colon were dzted during ~ h e s e  two quartezs! Since 

then ,  either by accident o r  intent, the E::? has mzde no f u r t h e r  avards t o  th i s  

trou3led co&mnit]r. S ince  Colon l a g s  far behind Pzr,a=.a City i n  developnent  and 

j o 5  o p p o r t ~ m i t f e s ,  f a i lu re  t o  include it i n  t h e  p r o g r a s  would a p p e a r  t o  be con- 

t r a ~  t o  stated e ~ ~ p l o y m e n t  g e n e r a t i o n  objeztives. 
. . 

H3w does a c e r t a i n  p r o p o r t i o n  of the c l i e n t  population reach the p o b t  of 

trl-zzination and w h a t  i s  the c u r r e n t  s r a t u s  of the program i r r  t e n s  o 5 r f s k  oE 
3 

t e m Z = ~ a C i m  h the  f u r ~ r z ?  The answer a??eari XI S z  found i=I. the  problem of ---. 

norosidad-uc-,aid a n o r t i r a t i o n  oz- installments on the loan. h monthly .reqorr 

on d e l i n q u e n t  8 c c o u r . t ~  i s  prepared arid i s s u e d  by t h e  D e p a r t ~ e n t  of Xnalysis and 

~~alcarion; these r e ? o r t s  f o r  1983 are cbe source af o b s e r ~ z t i o n s  for the reminder 

of t h i s  section. 

The delinquency r e p o r t s  issued by EZ?? zre a b i t  d i f f i c u l t  t o  L n t e q r e t  
6 . . 

cunulztive~y beczuse they are classified by d u r a t i o n  of indebtednejs: 30 days, to 

50 days, t o  120  b y s ,  t o  153 days,  more than 5 months, more than one year. The 
l i  

anoun t of i d e b  c edses s acc-mula: ed i n .  r~~ase~ca"~,h~- i ,s - - takerr - t  o.-wxzi&thesurn i, _ _ - - -  - --- - - -- -- =:- - 

of ~ ~ ~ z a c i o r r c a t e g o r ; , c s - f d a t ~ n c z s l r h .  -- -- Jovever , soze 30-60 day delinquents 
--- 

from previous inont'ns have paid up an& Irop?ed £ ~ o n  the list_. A t  the o t h e r  e3Lrme 

sozz a c c a u c r s  delinquent 150 days o r  more have been ter~iaatec tnd also  droyped 
- 

f r m  the l i s r .  

For the p w q m s e  of this analysis, Table 28 has been-pz~sre& w i t h  ckta on 
*-- 

accguncs w3ich have I a ~ s e d  i n t o  deli?.quencj. f o r  5 months (150 days )or  nore' luring - - 
t h e  months between Janxary and July,  1983. 1; is c l e s h  - I . - ! !  

t - 
nuzber of long-tern deltnquen: accounts hzs been increas, ; ,espire Ch:L'he - m x ~ t -  

ing p r a c t i s e  of d r o ? p i n g  teminated accomcs  fron the l is t  f r o n  m n t h  t o  nonth 

- - -  ---- 
2_-- 

/" 
(see notes 1-2, Ta5I.e 28). Also, the cash value of five-month delizquency has 

i rxreased by nore  than 5rjX s h c e  the b e g i n n i n g 0 5  t h e  year. 

The c u r r e n t  s : e q  nf r l s k  in t h e  s c p ~ ~ ~ i s ~ , I 1 _ c r d i ~ - p r o g z a ~  ~ 2 y  be inferred / 

f r o 3  the  r e s u l t s  o b t a i n e O i - a b l e - 2 9 .  b-s note?. i n  t he  d a t a  su?? l i ed  fc. t'ne t a b i e ,  - - 
7 . .  unrcn  revievs the  n o s =  recent ~onth's r e p o r t  ( J c l y ,  1333), 40 of t Y e  135 active 

1 0 2 ~  accour.:s ( 2 C X )  ;-ere delinqr;enE- :a_soze-degree. O f  these, 15->ad  o ~ e d  pay- 

""--.- c -or -23 tc -$i-.?e ~ ~ 3 ~ ~ ~ t 3 . s ;  25 >a& accu:-:ared d e b ~ s  fat-flve = c r A z 3 . s ~ ~ - o r e .  

12 aLr j x < z e ~ e n e ,  t:?e 2 5  c l i 5 - t ~  i n  t h e  l a t t e r  categor;J ( a l m  lt 02e-fi!2z> of the 
/' 

ic.-- -c,, ' a r e  a t  r x s ~ :  . .  r o r  - ter~inzt<on. 
- 

- - 



Tab le  25 

Xuriber of Accounts h o u n t  Owed by Accounts 
Eon th Celinquent 150 Days t D e l i n q u e n t  150 Days -t 

2 2 January $ 62,158 

March 

A p r i l  

June L 

J u l y  32 

The J u n e  listing of 30 accounts delinquenr more than 150 days 
i n c l u d e s  8 c l i e n t s  whose pro jec t s  had already been terminated, 
The JuPj delinquency r epo r t  dropped 2 of these 8 clients f rom 
the l is t .  

- "  

The J u l y  listing of 32 accounts d e l i n q u e n t  =ore than 150 d a y s  
includes 7 c l i e n t s  whose projects have 5een terslinaeed, 1 of 
which is l i s t e d  f o r  the firsc tize, I n  the  July l i s t i n g  sf 
accounts delinquent nore than 150 days, fou r  clients appear f o r  
the f i r s t  tine, 
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h i L B E R  AND LOCATIOS OF DELIXQLTNT ACCOLWTS: JULY,  1983 

. A c t i v e  Active , Morosos 
3 

Morosos De l inquen t  
Tern ina ted  4 - More than 150 Days 

- - 
. - 

- - 

3 12 - *. - - - .  

L Loca t ion  ~ c c o u n  tsA XCJ; 250s --- 

M e t r a p o l i t a n  : - 
Area -- - - 
Gv'.fo de 
Paxma 

?anam E s t e  

Panama Oeste 

Area 
Central 

Area 
O c c i d e n t a l  

San B i a s  

Colon 

1, Acrive  accoun ts  remain when 
- a r e  subtzacted fromr, the 192 

the with k a w a l s  and- t e rmiaa t i ana  
approval; (see Table 25) .- 

2 d  Tnese are all de l inquen t  acci - t s  r e p o r t e d  by BF;B f o r  the 
month of J u l y ,  1982, i n c l u d i n g  chose who are only  29 days 
behind. i n  t h e i r  p a p e n e s  and a l s o  those i n  arrears f o r  
more than one year .  The list of Morosidad f o r  J u l y  a l s o  
i n c l u d e s  t h e s e v e n - t e r m i n a t e d  accoun ts  i n  colurrm 8 3 ,  Cols. 

" 2  4- 3 y i e l d  a t o t a l  n lL472Ls ted  clients f o r  the month, . For 
d i f f e r e n c e s  noted between J u l y  and the prev ious  month, see 
n o t e s  1-2, Table  23. 

3 .  These te rminated l o a n s  a r e  on ly  those a p p e a r i n g  on t h e  July 
r e p o r t  of Morosidad. Mine e a r l i e r  t e rminz ted  accounts have 
been dropped  i ron  t h e  c u r r e n t  l i s t  -f d e b t o r s  (see the f u l l  
l i s t  of 1 6  terminated c l i e n t s  i n  Tab le  25). 

4 .  E n t r i e s  of long-term d e l i n q u e n t s  i n  Chis c o l u m  are a subset 
of those i n  c o l .  82. By subtracting col.. - 4 f r o 3  co l -  2 
t h e  number of s h o r t - t e r n  d e l i n q u e n t s  (less than 150 days) nzy 
b e  ob ta ined  f o r  each l o c a t i o n .  For July, there w e r e  only 15. 



Another perspective on th& prog=aaPs lndehtedness level can be obtained - - 
from d a t a  r ep roduced  by E:IT a c c o u n t a n t s  i n  Table 3 0 -  The table sumnarizes t h e  c 
s t a t u s  of c ~ l l e c t i o n s  f o r  t h e  f i r s t  s i x  months of 1983. -The s i g n i f i c a n c e  of 

t h e  c o l u m s ,  by number, i s  d e s c r i b e d  below: 

The column titleh-'i21orosidad S a i d ~  ~ n t e r i o r "  gives t h e  balance 
owed at t h e  beginning of each nonth. 

The cobuw t i t l e d  "Cobros del Mes" gives the amounr due  i f  a l l  
clients .make -- - t h e i r  scheduled payment f o r  the iizonth . 
The columi t i t l e d  "Recuperacion Froyectada" gives t h e  amount which 
woulc. be  needed t o  satisfy t h c t o  tal .  atlcstandir,g indebtedness  (cols. 
k + 2) i n  a pa r r i cu la r  month. 

The c o l m  t i t l e d  "2ecuperacion Realizada" gives the amount actu- 
abSyLcdLLected in char month. . . 

The c o l u m  t i t l e d  "Morasidad a l ; z  Fecha" gives the new balance .---z.-. 
uwed at t he  end of the manth (col. I i- coLI 6 j .  

The c o i u m  titlod ":A,crosidad del Xes"  ideaclfles the shorrfall ir, 
c o l l e c t i o n  (OL t h e  e x c e s s  r ecove ry )  f o r  a particular z o n t h  (col. 2 
n i o u s  c a l .  4 )  , 

ct.; effeciive z e a s u r e  or' p r c g r t n  p e r f o m a n c e  in r ~ k s d i n g  ob1Fga- 

t i o n s  can be o b t a i n e d  by s u m i n g  cols. 2 and 4 for the s i x  nonth pe r iod ,  and '  

subtracting t h e  sca of  4 fr~m.2, as has been done be iov :  

C o l l e c r i o n s  projec:~? . ,? f o r  Januar - - June ,  i>$83  = $232,336 -09  
/ 

C o l l e c t i o n s  achiaved 
/ 

fcr Januar j - June ,  1?83 = 183,762-39 

I 

Unrecavered balance = $ h3,633 -70 ( 3  8 -8% unrecovezed) 

ThThile t ke  r;lroject is recovering f ~ u - m G s c o E - i t s -  - a c c o u n t s  dce and payabLrt 

o v e r  eke-six-nonth p e r i o d ,  t he  2erformance 01 t h e  po~tfolio I s  vildLjr  erzztic. 
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- .  

. Xorc s i d a d  
-ti o Saiclo 
1983 A n t e r i o r  

GERZYCLX EZ'iXLTIV-4 DS 3ESARrlC)ELO LOCLU, 
PKY;RLXL% DE PLl-\IzCLCY,CS Y 

G E X E A C I O X  E>LDLEO 
XIiXISIS SOE.2S 

PROlXCCIO?.Z3 Y FcSCLT&RACIOXEE DEL 
c u r r a ,  T'; I~ZSE~ Y A Z I S T E S C ~  TEDICA 

1 2  DE E';"Lm -LL 30 DZ JLXLO DZ 1983 
(EX E A U ~ A S )  

- .. . - .. . - E L A ! X O S  DE CAPITAL - - -  - 
. - 

Cobros R 5 c ~ ~ e r a c i d n  Remperaci6n . \ lorosldad - Korosidad 
del Prayec t a d 2  R e a l i z a d a  A la d e l  
Mes Fecha - Mes 
(21 (3) ( 4 )  ( 5 )  . . (6 

Intereces 
25.0 Por CobA-r 
i983 S a l a o  -4-t. 

Jnero 25,552.65 
"brers 29,559-72 
'-'a r zo  35,933-S3 
13rif 373G9.26 ' 
%yo 45,%?0.G2 
J u l i o  4?,92&.1 i 

.Recuprac i6n  
Proyec tada 

% 

R e c u p e e c i d n  Intereses 
Realizada Por Cobrar 

S a l d o  a la 
Fecba 

52,&32.93 29,599.72 
17,984.95 35,933.83 
16,0S5.97 37,349.26 
12 ,~92 .45  &5,470.12 
17,783.'7$ 47,924.11 
25,361.59 44,S31.06 

A s i s t .  T ~ c .  
hi o Por C o b * a r  

,983 Saido -4r, t ,  

f x l c u l o  
d e l  
Xes . 

4,753.42 
5,307.32 
~ , 0 3 4 . 2 5  
5,509.83 
6,065.05 
6,512.21 

Recuperaci6n 
Proyec t a d a  

Rectxeracio'n Asist. ' T ~ c .  ?!orosi<ad 
Seal izada . Por C o b r a r  dei 

Saldo  a la Pies 
Fe c l h  

3,912-64 9,253.78 8 b .  78 
2,570.92 7 1,695.68. z ,b35.90 
4,218.04 12,501 .Sg 806.21 
3,360A7 15,0!12.25 2,90,36 
h,253 .1~  - - 1 6 , S 2 k . l 2  1 , p 1  .ST 
7,107.0$ 16,22?,29 { j~j.s.3) 

Best Available Copy - 



they  occurred. The  primary reasons for the disc-epancy b e t - ~ e e n  t h e  t w o  f i g u r e s  

nay be summrized be low:  

1. The substantial-delay be meen ap? ro*~a l  2nd disbursement,  amounting 
t o  th ree - to - s ix  rr-onths during 1983 (Table 251, reluces the nunber 
of approvals by 172. 

i The withdrawals_-aria- terxinatf ons , x'zictt have not been remved f r o n  
the  loan-porrfolia r e p o r t e d .  to USAID as 'vactive" , reduce the nGber 
of a p p r o v a U ~ a +  adci t ionai  3 2? 5Z. 

Ze was suggested in t h e  discussion that the p r o b l e n  of a u a i t b g  the pur- 

<haskof collateral with a port ion of the loan before re leas ing  the balance - 
~ C C O U , ? ~ ~  'w;, -- - " -l* This w i l l  5e resolved in eirze. 

A m o r e  i n t r a c t a b l e  problem is  encoun te red  when docuzents s u b i r t e d  Lra su2part 

of the  loan p r o v e  t o  be inconpleee ,  inaccuratz or  f a l s i f i e d - A m  eigqi.ned by 

( the L e z d  Depar txen>.-. A A~plica2ts in this situa~ion n o s t  of ten v i t h d r a w  rheir - - 1 -'-- - .- - 
requests and become " d e s i s t i o s " ;  however, their a7~licatfons a p p e z r  to have 

been seldcn if euzr removed f r o m  the active Elle, 
* 

It was further sug.gested in t5e d i s c u s s i o z  chat - .  rhe -problem of terclina- 

tims in the past has resulced froa a conblnacl3n of the  f o l l o w l a g  factors: 

(a) t o o  zany l o a n s  t o  new businesses; ( 5 )  t oo  =i.y l ~ a n s  to comercia l  enter- 

p r i s e s , e s p e ~ i ; ~ 1 L l y  food stores; (cj t o o  many loazs :o p r o p r i e t o r s  in Colrsn. 

hJ1 three of the prece'ing _Csveloped inco high risk categor5es of account. 

I t  is e v i d e n t  t?.at t h e  222k is seeking co a-loid L & S ~  c lasszs of apylicant 

at p r e s e n t .  
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DZSBliRSESXT STATUS OF ACTIVE L0A.B ACCOLXTS 

Type of Activity Partially Disbursed Fully Disbur  ~ e d  

Pndus try 3 8 9 

Commerce 

Services 

TOTALS 10 8 2 7 

To ral  

, - 
Regardless of disbursement status, which relates to performance e g e c t a t i o n s ,  

the 13.5 loan accounts i d e n t i f i e d  in Table  32 below have been activated by BNF 

0 

with those for the entire portfolio of loan approvals,'us'ing data from Tables 15 

and 16: 

Comparison of A l l  Approvals with Active Loans 

Mean Value 

Nedian Value 

'P~opor ti on  
Below $20,008 

All Appravals (192) Active Loaas ( 1 3 6 )  

There appear t o  b e  no s u b s t a n t i a l  differences b e t z e e n  t h e  two  sets of loans wi th  

- r  
the exception of a slight adjustcent domward i n  measures of c e n t r a l  tendency. 

U t i l i z i n g  more detailed data an t h e  active loans by t y p e  of industry,  we 

can examine differences in loan accounrs a l o n g  several dimensions: location and 

new versus existing enterprises. These comparisons have been presented.in Table 

33  bebow. The discussion wfll read the table f rgn  bottom to top in order to move . 

from rhe most general level to more particular kinds of obs2:vations. 

F r o m  P a n s 1  111 of T a b l e  3 3 ,  t h e n ,  i t  shou ld  be noted first t h a t  there are 

no meaningful differences between loans for new and existing businesses as such. 
-- -- _ _  

New e n t e r p r i s e s  h a - ~ e  a mean of  $ 2 3 , 2 4 1 ,  whilo existing firms have a mean of 

$22,116. l i e i t h e r  dLEr'ers s i g n i f i c a n t l y  f r o m  t he  p o p ~ l ~ t i o n  cean of $ 2 2 , 6 7 9 .  



!!edian Loan 'la l u e  : $ 1 7 ,  XI8  
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FIEP.XS BY L O C A T I O N  Xu'D TYPE OF A C T I V I T Y :  ACTIVE LOAUS 

Area T y p e  o f  Loan ?lean "clue 

A .  I n d u s t r i a l  L c a n s  

I. K e w  B u s i n s s s e s  
2. E x i s t i n g  B u s i n e s s e s  

B. C o m m e r c i a l  L o a n s  

1 ,  N e w  B u s i n e s s e s  
2. E x i s t i n g  Businesses 

G. Service Loans 

1. ;iew E u s i n e s s e s  
2. E x i s t i n g  B u s i n e s s e s  

All N e w  B u s i n e s s  L o a n s  
All E x i s t i n g  B u s i n e s s  L o a n s  

A l l .  L o a n s  - 
- - - - .  . 

A .  I n d u s t r i a l  Loans 
6 

1. N e w  B u s i n e s s e s  
2 .  E x i s t i n g  E u s i n e s s e s  

E.  C o m m e r c i a l  L o a n s  

1, t!cw B u s i n e s s e s  
2. E x i s t i n g  E u s i n e s s e s  

C. Service L o a n s  

I .  N e w  B u s i n e s s e s  
2. E x i s t i n g  S u s i n e s s e s  

A11 Keg Business h a ~ s  
A l l  E x i s z i n g  B u s i n e s s  L o a n s  

All L o a n s  

111. A 1 1  Areas A .  I n d u s t r i a l  L c a n s  

I .  N e w  B u s i n e s s e s  - 
2 ,  L x i s t i n g  S u s i n e s s e s  

B. C o r r i e r c i a l  L o a n s  

1. R e w  B u s i n e s s e s  . 
2. E x i s t i n g  E u s L e n s s e s  

C. Service L o a n s  

1. ?lei/ B u s i n e s s e s  
2. E x i s t i n s  Businesses 

A l l  ;:ew E ~ s i n e s s  Loans 
E x i s t i n g  E u s i n e s s  Loans 

A l l  Loans 



Also f r o m  ?anel 111, t h e  d i f f e r e n r i a l .  i n  nean values by t y p e  of b u s i n e s s  a c t f r r i t y  
. . / '  

can be assessed, and cczzzrod vieh ehz prcy; i s ieGs  in t h e  pro jec t  design: 

Hean Values b:r T:r?e of  Business  A c t i v : g  

N - Ac r i v e  Loans - Project Paper 

I n d u s t r i a l  Loans 42 $26,471 $60,000 

Comercial Loans 48 $23,155 30, 050 

All ioaas 135 $22,673 $30,960 

The ot-dinal  relationship b e t - ~ e e n  l o a n s  f o r  . l i f f ~ r ~ _ n c  types of busine-ss a c t i v i t r i e s  

observes the i n t e n d e d  relationship: corrmercial loans are larger chan service 

loans and i n d u s t r i a l  l o a n s  are  t h e  largest of  a l l .  However, the d e g r e e  of differ- 

entlatim j e tween  = e m  - / a i ~ e s  3 5  l o a n s  3y c a t e p r y  i s  nuch less t h a n  gas p r e d i c z -  

e d  in t he  p r o j e c t  paFer. V ~ i l e  ser- ice :oms a r e  t l m o s t  on target, i n d u s t r i a l  

l o a n s  a r c  l e ss  e3an oze-half t h e  zn t i c i ?a t ed  size! 

Data in Tane l  111 in-zit2 a  f i n a l  i n t e r n a l  c o ~ . p a r i s o n -  I n  two types of acr iv-  

i ty t ih ick  ha-re been re la t i - /e l7  scccessf ~ l - - - i n d u s  t r i a l  and ser7rice f irns---*' L ne ,' 

1~27. va lue  oE l o a n s  t o  nesr busi~esses i s  subs  tantiail.] g r e a t e r  than t?.e loans ad- 

vanced to e z i s t f n g  enizr?rises. In the case of coxetcial l o a n s ,  uhic> hay~e gen- 

erace3 a l a r g e r  nuri'b?r cf p r o ' n l e l s ,  nev b u s i c e s s e s  'nave receL7fed sr?3sran:ially 

l o s s  t kan  o l c e r  firzs. 

Ts2 x o s t  d r a ~ r a t i c  conEras t  i n  Tab le  33 c a n  b e  o b t a i n e d  f r z n  a c o n p a r i s o n  

of P a z e l  11 an2 ?anel. I 2ata on z e t r  opo1Lcan -1ersus non-?etro?oli:an loan values ,  

a s  dezonstrate2 j e l o v :  

I<etrgc;olitar.  - J P _ ~ S U S  b.:s~-1~Ietr0~01itr3n Loan V a i u e s  

?!etrspollran Xon-'Aerropoliran 
?!can V a l u e s  Xean ' l a l x e s  



The internal d i f f e r e n t = . s  w i t h i n  Pane l  I ar?d Panel I1 are besween n e w  and 

exis t ixg businesses. In general, differences w i t h k t  the metropolitan area are  
*---*-- -am& 
G ~ = L Z L T ; L  LUQU s : L ~ ~ e  f--:mi outside Pznana City, but there are no clear signzils in- 

d i c a t b g  that e i ther  new or existing businesses are consiseently favored. I e  m y  

be that ,  in this d e t a i l e d  breakdown, c e l l  s izes  are too snall t o  p e d t  u.ai,Poni- 
- ties t o  emerge. 

Which businesses are found on the active list and how do they differ frsz 

those which appeared on the i n v e n t o q  of loan approvals (sea Table 2032 13 

Table 34, opposite, d a t a  from several sources have been csmbhed t o  obczifz an 

overview of (a) mes of businesses which remain 22 good standing, acd- (b) q e s  

which re=in undisbursed or have been withdrawn or terminated, - 

When a t r i v e  l o a n s  are c o q a r e d  wi th  approvals, the greacest nunkz of drop- 
- - -  -- .- -- 

outs appear -in the most frequenc category:  groceries and food stores. In v3.w - - _ -  
of the substantial fa i lure  rate for this category it is n o t  encouraging t o  note 

that  7 groceries, and 4 food processing o p e r a ~ i o n s ~ r e m a i n  undisbursed a t  presect. 
- .  . 

The o t 5 e r  major  discrepancy is found in the vehicle repair and furnitme wL*dac- - 
ture catsgories %here sigaificartt  numbers of loans.remin undisbursed. 

It xas repor ted  i n  connection with Table 29 (delinquent ascounts for July, 

1983) that there were 25 more  enterprises OR the active l i s t  which were nore 

than 5 months i n  arrears  i n  making pa-jments on the i r  loans. This i s  cerraiaby 

a factor i n  predicting t h e  p r o s p e c t s  for  a succes s fu l  outcome of the l o a n s  zou 

i a c l u l e d  in the active file. This group of 25 has been listed by t p e  of enrer- 

Of t h e  &ns which appear  t o  be i n  the high r i s k  category (Table 351, . 

I1 a r e  l o c a ~ e d  2k-i the metropolitze area (Panarzi City) and 14  appear o u t s i d e .  
- . -  

The r e a n  value of a11.25 loan accounts  i s  $20,600 p e r  loan-slighrly below 

r h e  m a n  f o r  a%L active accounts:  $22,679. The dis t r ibu t ion  of these l o a n s  i n  

terns of quarter of approval is also s igni f icanr :  

A D D ~ O V ~ ~  Date for 25 E a h  Risk Active Loans 

C u a r t e r  A p ~ r o v e d  Ac t f ve Withdrawn - Terminated - 

f 4 3 38 4 .  4-1981 

S i g h  Risk 

11 
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1 AllAp?roved filI~.ctive Not 
Type of 3usiness Loans Loans Disbursed Withdrawn Terminated 

Groceries 

Specialty Goods R e t a i l  

Restaurants 

Bakeries 

Vehicle X e p a i r  

Food Process ing  

Transpur tacf on 

Furniture Xfg .  

Generzl S t o r e s  

Welding, Foundry 

Cleaning Services 

Gift S h o ~ s  

p 4 ,ntfng/Pho t o  

C l u  t h f  ng t?f g . 
Pottery, Taper :.Zf g 

Chemical :?f g . 
Business Sugport 

Lu~her/LoggLng 

Ceaent Block Y f g .  

kccoun c a n t  

- 7  ~ r ~ e  ticles e a p l o : ~ e l  for t?Le i b e n r l f  l c a t i o n  of these 3csizess types + - 
a r e  s ? z l l e d  o u ~  x r e  csz?letely Lr. T c b l e  29. 



Type of Business 

Groceries 

Table 35 

DEZIKQUENT ACCOlXTS BY TYPE OF BUSIXESS ACTIVITY 
(July, 1983) 

Specialty S t o r e s  

Eakeries 

Faod P r o c e s s i n g  

Transport 

F u r n i t u r e  3%. 

General Stores 

Kelding , Foundry 

Cleaning S e r ~ i c e s  

G i f t  Sho2s 

Cbo t h i n g  M f  g.  - 
1 

PotterylPaper t 

Chemical Mfg. 

Shoe Yifg . /%?pair 

Construction 

R a d i o  Broadcasting 

Frequency of Loan Accounts Delinquent 
150 Bavs or Wore 

TOTAL 



The com?osition and size of  the high risk categorj, consisting of accouats 

w i t h  a record of non-?a-p-ent extending over five months or m o r e ,  p o s e s  a serious 

p r o b l e x  for the nanageclent of the s u p e r ~ i s e d  credir p t o g r a a .  Clearly the l e n g t h  

of tir.e since approval is associated with the frequency of high r f s k  accounts- 

Of the 65 actlve iozns surviving from ap?rcvsis during the first tvo quarzers 

of the program, 29 are nou listed as high risk accounts! 

BX? p e r s o n n e l  brush this as ide  vith the r e j a i n d e r  t h a t  "many !idstabs were 

i~~ac?e dutizlg t% earP] zoaths of prograra operacian". This i m p l i e s  t ha t  'nigh r i sk  

a s c ~ u n t s  result f r m  iaadequate screening and selection of l o a n  recipients. T5-eg 

never should have r o c d v ~ d .  loans because they  were poor riskc3 frcsl tke b e & z ~ ~ i g .  

l l - e  sac oE,6icFals  xa ia ta ln  that zore carcfu!, selection and b e t t e r  s u p e ~ r i s i ~ u  

w i l l  p revene  those who received loaas  rare recently from enrering the high rfsk 
. . 

caregory-  

Superficial s u p 7 o r t  f o r  t h i s  p o s i t i a n  can be obta ined  f r o a  the  darz  In 

Ya3les 2 9 ,  2 9 ,  34 and 3 5 ,  xhic'n see= to a£ f i ~ z  that but very few (only 5 )  clients 

ha-re enrzred t he  h i g h  r i s k  c a r e g o r j  sLnce A l r i l ,  4932 .  1Iawevez, the. evaiuztion 

t e a l  r e 3 ~ i . n ~  unccn-rime3 57 t h i s  a f r ' imar ion  rhac  he p r s b l e ~  has been sol.md.. 

Le2zt.h o f  tize is a r e q u i r e z e n t  f a r  acCs:.nts ED b e c ~ f i ~ f  d e l i n q u e r r t  by as nuch ris 

f i*/e nor,ths.  I;o 1923, a?pro.ral could fa12 into :he h i g h  r i s k  ca tegory .  M O S ~  of 

t 3e  1922 Z??ro-~aLs n a b  d c r i n g  t h e  seconC h a l f  of the year n u s t  also be excluded 

becacse of ;he Cis3ursezent l i g .  

Se a ; i s r ~ - i a l s  f r z ~ .  tt:?e sec~nd c - l a r t r l r  of 1332. B e t ~ e e i l  June  znd .?u1:7, 1433 ,  - .  

a s  :he t ize required 5eco-es suffFcient. 

,- v 
. .n - 
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I n s i g h t s  f r o a  Survev X e s p o n l e n t s  

A sample  survey w a s  conducted i n  t h e  field, based on a subsec of the cases 

in the active f i l e  of l o a n  r e c i p i e n t s .  A d e s c r i 2 t i o n  of p rocedures  and the paran- 

e t e r s  oE the s a q l e  ( 5 1  e r t e r p r i s e s  d i v i d e d  between e s t r o p o l i t . z a  2nd n o n - r e t r o p o l i t a  

a r e a s )  a p p e a r  i n  Chap te r  1x1, pp. 39-42. The c h a r a c t e r i s t i c s  o f  t h e  saaple  cases 

are s e t  f ~ r t h  i n  Table 35: location of  fir,, size of loan, type of business and 

f r equency .  The sample nean loan v a l u e  of $27,384 i s  soaewhat  higher than that  

f o r  the unLverse of active loans ($22,679, Tab le  3 3 ) .  However, Table 36 d i s c l o s e s  

t h a t  the rank o r d e r  o f  t h e  f i rs t  five b u s i n e s s e s  in terns of  f r equency  of zppear- 

a x e  i s  t h e  sane i n  the s a v l e  as iz. the universe of 135 ac t i -  e l o a n s  (see Tabla 

3L) as f o l l o w s :  

Rank Order of Most Frequent  E n t e q r i s e s  
3 - 

Rank Bus ines s  S a n g l e  Frequency A c t i v e  Loans - 
1 G r o c e r i e s  7 16 

2 S p e c i a l t y  Shops 7 13 

3 R e s t a u r a n t s  6 d . . 10 

4 Bakeries 5 10 

5 Vehic l e  Repair 4 7 
.r Lhe s a ~ p l e  survey w a s  i n t e n d e d  t o  answer a se i  of b a s i c  q u e s t i o n s  abou t  the  

prc7ran which caul? be  znsxe red  f r o m  souzces  w i t h i z  the  Eanco Nac ioaa l  de 

Lf iat  i s  t h e  r e c o r l  of e z p l o q ~ e n t  g e n e r a t i o n  ac3 ieved  by t h e  prograz? 
Ho3 d o e s  i t  conpa re  - ~ i t h  e x p e c t a t i o n s  c o n t a i n e d  i n  p r o j e c t  s t u d i e s  
f o r  those m t e r ? r i s e s ?  Iiow d o e s  i t  compare w i t h  g o a l s  se t  by the 
p r o j e c r  d e s i p e r s ?  

V n a t  a r e  t h e  aciual fPgures  concerrzirig i n v e s t n e n t  l e v e l  p e r  job 
b y  l i f f e s e n c  t7ypes of a c ~ i v i r y ?  Xaw do t h e s e  compare w i t h  t a r g e t s  
i n  thg p r o j e c t  pape r?  

hihat is t he  history of loan d i s 5 u r s e z e n t  f o l l o w i n g  the c o n ? l e t i o n  
of l o a n  coz t r ac :  p rocedures?  k'har i s  the e n r r e p r e > e u r 1 s  deg ree  of 
1 e s p o n s i 3 F l i q  for de lays?  

57iiat is t h e  respondent'z v i e 2  of  technical assistance and super- 
v i s i o n  being ? r o l ~ i d e d  07 t h e  p rog raz?  

How do t h e  e n t r e ~ r e n e u r s  who r ece ive  tb.3 l o a n s  conpare  wi ih  t he  target 
g r o u ?  envisioned 5y p r o j e c t  desZgnezs?  

. + , n a t  .- c i r c ~ ~ z s t a n c e s  a r e  r e s p o n s i b l e  for e n t r e ? r e n e u r s  faLling i n t o  

t k e  higk.  r i s k  category? 



/' 

Loan Loan Hsn- 
N No. fIe t r o  No. - - Metro To ta l s  Ty3e of Business 

Grocer ies ,  Supermarkets, 
Fooi Stores  

Subtotal 

S p e c i a l t y  Shops 



- 1-4 - 
Charac t z r i s c i c s  of Saapie E n t e r p r i s e s  

(Peze two 5 2  three) 
Loan 

!let r o  No. Type of Zusiness Torals 

$ 51360 

$ 560CCi 

Transportttion Besiness 
Passenger and Cargo 

F u r n i t w e  and Household 
Furniskings Hanuf acture 

Subtotal 

Gifts, Z ~ v e l t i e s ,  F l o r i s t s  

S u b i o t a i  

Shoe X a n u f z c ~ u r e  a n d  Repair 

Cleaning Bcsiness,  Lzundro~ai, 
Auto !:*ash 

Subtotal 

S9t total 



Cnzracteristfcs of Sample Enterprises 

(Page three of three) 

Type of Business 

Den tist/ Nedical Laboratory 

S u b t o t a l  

Construction 

Subtotal 

Radio Sca t ion  

Weld ing ,  S n i t h i n g ,  Foundry 
Shkp Repair 

Subto ta l  

Loan 
No. - 

Eon- 
Ne t r o  

Subto ta l  - 

Totals 

* Loan arnouLt incorporates additional loans nade at later dates 
+ 

I 



Each of these subjects will be considered in a b r f e f  separate section below, 

accon?anie6 by a ? p r o p r i a t e  s t a t i s ~ i c t l  naLerizls from the survey. 

Er;'.3101r;?ent 2eneration- The only "dara" offered by BX2 officials o n  the 

s1:bject of nccbers of jobs  ?rovlde6 i s  che e s r b a t e  -< i t ten into the project 

s t d y  at the t k e  of loan application. The izpressisn prevafls w i f b  t h s  32ak 

tha t  e n ~ l o y i a e n t  ckta are neirtg recorded fully and f r e q u e n t l y  beczu:% f a n s  for 

t h i s  purpose are p r i n t e d  and d i s t tLbuted  w i t h i n  the Departcent of Supervision 

and Departzect of T e c h i c a l  Assis t a c e .  Scwever , the level of coa?lereness of 
these f o z a s  w t s  already d e s c r i b e d  (?pa 36-37 ic Cfia?cer 111) and rcjecte",. 

- iz the fLe ld  surrey ,  each ent re2reneur  w a s  askel z3ou t  bL3 e q l o y e e s  

by n a e ,  jo'a d e s c r i ? t i o n ,  s a i q  and l e n g t h  o f  eqloy ,ez t t  'before z z d  zfzer 
. . 

ioinicg the sc?er~ised credit pr3gram. 3y sub:rac:ing the  fo=er f r o a  the - - 
La: t e r ,  a t r u e  p i c  cu re  of e ~ ~ L 3 p e n ~  g e n e r a r i o z  couf d 5% sbcair.el. ~ q L o y c r s  

xere  no5 gi l -en cr..-dir f3r 2ssez t lons  chat j o 3 s  had been created. fcr wcrkers vhc: 

weze 20 longer presen t .  The job siirzati~a f o l l o v i z g .  receipt  o f  the lozn was 

taken to be t5e current - sirsa:ion a t  :he tine of  the i n t e n d e w .  
s l E r q l o y e r s  w e r e  given credi5  for ec?>o~.en ,C generation" uzler two c i r c ~ a -  

' 

stances ~;?tFth 'nare <cite  eq~ivocal. The first i s  the " jo3 t ransfer"  s i t x a t i o z l :  

a ? e z s ~ r -  - J ~ O  -;as e-~loyed f o r  wages becozes an entrepreneur. Xas 3e create2 

a j03? C 5 - j  If h i s  previous ?oslticn was filled by someone else. 3 u t  w e  can 



f o r  t h e m  i n  the project s t u d i e s  w h i c h  sere pazc of  t h e i r  loan a p p l i c a t i o n s -  

Tne 53 c a s e s  i n  t he  final sacple proposed t o  genera te  268 nev j obs ,  or  5.05 

p s z  enterprise--a figure i d s n t i c z l  wirh project design standards. Unfortun- 

q e l y ,  only  672 of the target is being r e a l i t z d  i n  the  field by prov i s ion  oE 

zc t u a l  enployment . 
And t h i s  must be considered as a favorable  i n t e r p r e f a t i o n  of t h e  a c t u a 5  

situation. If we included terninations and withdrawals i n  the universe fzom 

~ h f c h  the sample uas dram, the expected f o b s  (propsed in applications) vculd 

increase but the observed j o b s  (those actually provided) would reflain the Sam, 

? rov id i zg  an even less favorable ? ropor t ion .  Ia other v o r d s ,  the sac~ple 

ia f a v o r  of thc Bank. 

This b i a s  is reflected i n  another  d ioension of the sanple d a t a  as w e l l .  

The active f i l e  of 135 loans is made up of t h ~ s e  p r e s e n t l y  judged t o  be healthy. 

However, as denons t ra ted  above i n  Table 29 ,  one-f i f th  of t h o s e  loans are mre 

than five r an ths  in arrears. Some, inevitably, w i l l  slip into the " t e m i c z t e d f '  
. -  

ca tegory  as  they are c losed  o r  suspended; at tha t  point, t h e i r  enployees w i l l  

be d i s d s s e d  2nd t h e  l e v e l  of e a p l o p e n t  w i l l  be reduced.  

In more p r o x i m c e  t e r m ,  11 of the 53 sanple esta3lisknents are already 

i n  the  high r i s k  category! F i e l d  i n q u i r i e s  cocfir~ed t h a t  several of these are 

p r e c a r i o u s l y  placed on t k e  edge of business fzilcre- The posted fisure a f  180 

j o b s  in T a b l e  37 w i l l  soon need t o  be  reduced by a d d i t i o n a l  fai lures.  The un- 

expected  v o l a t i l i t y  of the  '5ctFve loans'? category susgests the need for cgntin- 

uous ~ o n i t o r i n g .  

Discussfon with ouner-operators af sarpls 'sczrnessscs, fxrher;.,ore, c o n f i r z e d  

an o b s e ~ r a ~ i o n  which w a s  less s u r p r i s i n g .  20:;s in loan-supported e n t e r p t f s e s  are 

not n e c e s s a r i l y  "forever". Operators of these  firns arc sensitfire to nark& con- 

d i t f o n s l i k e  o t h e r  businessmen. D e s p i t e  c o m i t m e n t s  m d e  r o  generate e q l o y m e n t ,  

t 5 e y  w i l l  diainish o r  aupent t5eir l a b o r  f o r c s  as circumstaoces appear t o  dic- 

tate. Once a g a k ,  deterzinaticn of the actual l e v e l  of e z p l o j ~ z n r  requires con- 

t inuous  nonitoring over a specified u n i t  of tize-, e-g., a calendar year, For how 

zdny n o n t h s  d u r i n g  the year  was a speci f iec i  n 1 A x r  of persons ecpioyed? Perhaps 

person-zmnths of enploy~ent should  be accepte2 2s z Rare meaningful counting unit 

for enplo-pent genera t ion  than " jobs"  .' 
In the p r a j e c t  des j  g2, ez?loyeent geaera t i on  goals Ere s t z r e 2  i n  qazncitat- 

. '.2 I., r a c h e r  than qualitative terns: nunbers oE jobs r a t h e r  t h a n  ty?es sf  jobs.  

- 
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Table 37 

CIW Code* D e s c r i p z i o n  of  Occu?a t ion  
- EPG P e r c e n t *  

E m b e r  P e r c e n t  S a t i o n a L  -- 
0 Prof  e s iona l e s  , t6cnicos y ocupac iones  . 0 0 

.c: nes 

1 
1 

Geren te s ,  a d x i n i s t r z d o r e s  y fucc ionar ios  5 2.8 4.9 
de c a t e g o r i a  d i r e c t i v a  

I 
I 

2 
I 

Ercpleados d e  a f i c i n a  y oc.clpacionas a f i n e s  12 6.7 10. Lr 

3 Vendedores y ocupac iones  aftass  22 12.2 

A g r i c d c o r e s ,  ganaderos  pescadores ,  , - 
c a z a d o r e s ,  madereros y ocupac iones  af ines 2 1.1 

5 Conductores  d e  o e d l o s  de  c r a n s p o r t e  y 7 3.9 
o c u p z c i o r e s  a f i n e s  

5 
d 

P r t e s a n o s  y o p e r z r i o s  ' e n  ocupac ionos  rela- 49 27.2 
cFor,adzs con lz hilandsria, c o n f e c c i 6 n  
d e l  v z s c u a r i o  y c2 lzado ,  l a  c a r p i n t e r i a ,  
l a  i n d u s t r i a  d e  l a  c o n s t r c c c i 6 n  y 12 09- 

c a n i c a  

Ot ros  a r t e s a n o s  y o ~ e r a r i o s  

Obreros  y j a r n z l e r o s  

Trabajadores en s e r v i c i o s  p e r s o n a l e s  y en 
ocupac iones  a f ines  

58 

0 X Trzbajadores  e n  ocupzc icnes  no iCentFfica-  
I hies o  no declaradas y o r r o s  t r a b a j a d o r e s  0 1.6 

- 180 100.0 100.0 

* C i a s s L f l c a = i o ~ s  and o c c u p a t i o n z l  d e f i n i t i o n s  a c c o r d i n 2  t o  t h e  l i n i f o m  - - 
i n t e r n a t i o n z l  C l a s s i f i c a t i o n  of Occu?at ions zs a d o p t e d  i n  C l a s F f i c z c i 6 n  
Xac ionz l  d e  Ocu?aciones,  COTA 1980 ,  D i r e c c i c n  De EstadZstLca  y Censo, 
C o n t r a L o r h .  G s n e r z l ,  Panaza, 1980. 

* *8ased on s a z p l e  data fro= the 1980 Xat iona l  Census as r e p o r t e d  i n  Inforze- 
c i 6 n  Es:rdTsrict S o j r e  Recursos  Humangs, 3 i n i s t e r i o  d e  T r a b a j o  v B i e n e s t a r  
S o c i a l  y keencia p a r a  e l  D e s a r r o l l o  I n t e m a c i o n a l ,  P royec to  525-0221,(SI?.E), 
?acz&, 1323. 



Y e t ,  it m.  b e  u ~ : e s t f o r . ~ d  wherher t h e  exransion of Low-paid, unskilled emoloytnent 

conEt2rs long-range  beneEits upon either the e c o n o q  o r  the v o r k e r s .  An inquiry 
i 

i n t o  qua lit;^ of empro- men^ provided by the sample en:erprises  i s  p r e s s n t e k  i n  Table 

37,  which compares the occupaeional d i s t r i b u t i o n  f r o m  the qample w i t h  x z t i o n a l  

n o r a s  ;3rovided by the Manpower I n f o m a t i o n  Systea portion &-the Enploynenr Plan- 

n i n g  and Generation P r o j e c t  (specifically, the Sistena d e  InformacPon de Recutsos 

H u ~ a n o s ,  or SIW), 

Tks results of che inqui ry  are quite favorable. The f o l l o v i n g  categories 

represent o c c u p a t i o n s  a t  the level of s k i l l e d  labor or above: 

O C C U ~ ~ ~ ~ O R S  f r o m  the Sata?Le S u r ~ e y  of 1983 

Job Classification Percent 

1. Hanagess 

2 -  Office workers  

5 .  I r a n s 7 o r t  worke ta  3.9 
1 

6. A r t i s a n s / o p e r a t o k s  27-2  ' 

7. O the r  crzftszen IQ.O 

TOTAL 50.6% 

?!ore than  n a i f  t h e  senple  o c c u p a t i o n s  shou ld  be  cons ide red  a s  representing a t  l ea se  

z e d i u n  s k i l l  l eve l s .  T h i s  i n p l i e s  t h a t  workers  are being n o t  o n l y  paid b u t  c r a i n e d .  
- rrorn a long-range pers?ec:ive t h e  t r a i n i n g ,  which is  permanent,  m y  Le nore i m p o r t -  

aat than the wages, which cou ld  be t f q o r a r j ,  

From t h e  p e r s p e c t i v e  developed above, t h e  evzluation t e a m  w a s  g r a t i f i e d  t o  

d i s c o v e r  t h e  f r equency  w i t h  which o p e r a t o r s  had S2en r e s ~ o n s i b l e  for developmenz 

c r  workers: s k i l l s .  F ro3  a n a t i o n a l  l a b o r  force p o i n s  of v iew a l s o ,  the occupat ion-  

a l  distribution e e ~ r e s e n t e d  by the san?le l ends  itself t o  a p o s i t i v e  interpretaeion. 

Only t h e  large c o n c e n t r a t i o n  o f  p e r s o n a l  servfce workers ( m s t l y  r e s t a u r a n t  and 

faod  serrice e q l o y e e s )  represents a prob len  u h i c h  a d x i n i s t z a t o r s  2:zy wish t o  

addes;  in the f u t u r e .  

I n v e s m e n t s  p e r  Job.  The p r o j e c t  2esig.n i n c l c d e s  a p r o j e c t e d  level of In- 

v e s m e n t  p e r  rrew xsrker  enployed by type  of a c t i : ~ i t y .  The a v e r a g e  e x p e ~ l i t u r e  pr-:- 

posed was $6,234 p e r  job gene ra t ed .  However, this rsan  vas computed on t h e  assuq- 

t i o n  tha t  i n d ~ s t r i a l  jobs  wouid c o s t  t v i c e  a s  nuch (S10,000) as jobs. i n  commerce 

and services ( $ 5 , 0 0 0 ) -  Saxple data on the L C S C  o f  j o b s  produced by the supervised 

credit F r o g r a n  a p p e a r s  in TabLe 3S b e l o w .  





The l e s s a n  from Tab le  38, as f o r  a nu~ber of o t h e r  p r o g r a z  d i n e n s i o n s  

cons ide red  i n  t h i s  review, i s  t h z t  t h e  ansuer you gee depe-ds upan how you 

count. TE the f a c e  value of eke 5 3  loans is  d iv ided  by t h e  level of c u r r e n c  

enploysent (180 j o b s ) ,  then the  cosc p e r  job is $8,C63, or 1.30 times the t s r g e t l  

Gnat i s  true of the o v e r a l l  average  is t r u e ,  i n  v a r y i n g  degrees, of  each of the 

t h e e  c a t e g o r i e s  of industry: all are higher thzn t h e  figures contained f n  t h e  

p ro jec t  pa2er. 

Rowever, Table  38 also d i s c l o s e s  thae while Si-451 mil l ion  has been approv- 

ed f o r  the 53 projects, only $1.142 million has been dfsburscd (78.7%). Since 

a h o s t  o n e - f o u r ~ h  of the 5 c e  va lue  of the c red i c  h a s  n o t  been u t i l i z e d ,  I t  should - 
be excluded f r o m  tSe c a l c u l a t i o n  of the c o s ~  of employment? The cost pet jab has 

been recalculated i n  t he  f i n a l  colum af Table  38, using d i s b u r s e d  anounts.rather 

than a ~ p r a v e d  aaoun t s .  

When t h i s  r e a l i s t i c  c a l c u l a t i a n  i s  e q l a y e d ,  che c o s t  p e r  job dror ,s  to 

$6,343--apprexinately on t a r g e t !  Fur the rnore ,  both  industrizl and service occu- 
* .  

pa t ions  come with52 the limits of ~ ~ 0 , 6 0 0  and S5,GOO. cnly  the commercial occupacionr 

exceed the  norm by a s u b s t a n t i a l  nzrg in  ( 1 - 4 5  times the $5,000 maxinum). The 

p e r t i n e n t  s i d e l i g h t  on t h i s  obse rva t ion  is provided by our previous 05serwnrlens 
-. 

on (1) h i g h  r i s k  e c t e r p r i s e s  a n d  (2 )  q u a l i t y  of e r p l o y m n f .  It is the cornercial 

e s t a b l i s h x e n t s  which have t he  h i g h e s t  r a t e  of  f a l i u r e ,  and a l s o  rhe p o d r e s t  q u a l i t y  

of job gezs ra red  ( sa l e sc l e rk ,  u a i e e r - w a i t r e s s ,  k i tchen  help). 

A nunber of  dimensions of d a t a  f rom t h e  evaluation a p p e a r  L o  converge on 

t h e  sane  recornendation. X'ae s u r r i v o ~ s h i p  level  of ectcrprises, the c o s t  p e r g o b  

2nd the q u a l i t y  of employment vcu ld  a l l  be  improved if the loans t o  comercial 

v e n t c r e s  u e r e  c u r t a i l e d .  A final glance a t  Tab le  38 confirms both  (1) chat: c o r m r -  

cia1 e s c a b l i s h m t s  are n o t  the a o s t  i n p o r t a n t  source of jobs, and (2) that service 

e n t e r p r i s e s  (which p r o v i d e  s k i l l s  t r a i n i n g  2nd better -ages) are a l s o  the cheapest 

producers  of new e a p i o - p e n t .  

A final c o q a r i s o n  has been ?repcred based on em?lop.ent data Erom.ehe 

sample  survey.  Table 39 coepares  t h e  c o s t s  o f  jobs b y  employnent type  be-meen t h e  

B;;P superv i sed  c r e d i t  progren and the e a r l i e r  s t u d y  completed by the evaluat&on 

rean on the  M i n i s t r y  of  Comerce 2nd I n d u s t r y r s  s m a l l  b u s i n e s s  loan ? rogran . \  Using 

d i s b u r s e d  amounts (rather than approved a m u n ~ s )  f o r  the BXP program, t h e  Zf ICI  

2 r o j e c t  (Oi recc icn  GcneraL l e  12 P,e*ena E~3resa) is c l e a r l y  s u p e r i o r  in all cat:@- 

p r i e s  by s u j s t a n t i a l  nargins. Es i~eve r ,  : q x a l i f i c a c i o n  i s  i n  o r d e r .  The N I C I  . 
(i 



Table 39 

DGPE C2i3 ETG PROGPX-5 

hounc, fii ianced Jobs Invesinent Znvestne 
No. of loans EPG (A IWGOa Created per job p e r  job 

Ac t iv i ty*  E?S P r o j e c t  d i s b u r s a l )  EPG EPG DGPE ** 

A g r i c u l t u r e  2 54,951 T 7,858 2,055 

3anuf a c t u r i n g  16 

Construct ion 1 

Cozmerce 16 

Service L 8 

* C I Z Z  Codes: Agriculture, l ;  ?hnufac :u r ing ,  3; Construction, 5; Comerce ,  6 
except res tauran ts  (6310); Serv ice ,  7 , 3 , 9  anti r e s t au ran t s .  

-fx3zsed on a smple of 53 cases: Table 17, ' 2 u r a L  Grouzh and Service Cenrers: 
The S m l l  S c a l e s  h r e r p r i s e  Cozpone~t," Evaluation Report ,  I?. HzcZenbr?rg, 
R. H i n o j o s a ,  3. HackenLerg, CS-:.ID/?anaz~a, Ap r i l ,  1983. - 



program c p e r a t e s  on ly  o u r s i d e  the n e t r o p o l i t a n  t r e a  

and cost of employment g e n e r a t i o n  is a l s o  cheaper.  

w5ere loan  valces are l e s s  

Disbursement Pattern- I n  t h e  d i s c u s s i o n  of Table  38, i t  was observed that 

on ly  th ree - four ths  of the face v a l u e  of the approved l o a n s  in a c t i v e  s t a t u s  w i t h l n  

the  sample have been disbursed. The degree  of u n c e r t a i n t y  su r roand ing  t h e  disburse- 

ment s i t u a t i o n  i s  a c o n t i n u a t i o n  of  the dfZficulcies sur toundjng the gap between 

o b t a i n i n g  a l o a n  approva l  and signing a l o a n  agrpxnenc, d i s c x s s e d  i n  the previous 

chap te r .  It was mentioned, i n  t h a t  d i s c u s s i o n ,  t h a t  a  continuum of u n c e r t a i n t y  

extecds from t h e  date a c l i e n t  f i r s r  a p p e a r s  ai che BX? central office ro the dace  

on which he c o n p l e r e s  his r e q m e n t s .  The d i s b u r s e r e n t  s i t u a t i o n  appears midway 

a long  that continuum. 

Table  40 h a s  been prepared t o  p r e s e n t  t he  problem i n  i t s  several cornplcx 

d inens ions .  According t o  n o r m 1  banking p r a c t i s e ,  a grace  period i s  provided zs  
4 

a c o n d i t i o n  f o r  t h e  awaqd of a develojrnent o r  business-expansion loan.  The purpose 

i s  t o  recogn ize  t h a t  the c l i e n t  z u s t  n t i l i z 2  the money t o  expand h is  income before 

he w i l l  be i n  a p o s i t i o n  t o  make repapen t s  on h i s  c r e d i t .  The  theory  of the grace  

f p e r i c d  i s  t h a t  t he  l o a n  funds  should be p rov ided  a t  t h e  beginning,  and payments oE , 

ehe f u l l  a c o r t i z a e i o n  s h o u l d  m r k  t h e  end o f  the  i n t e r v a l .  

For the sample c a s e s ,  t h e  g race  period extended from z e r o  t o  twenty oonths, 

d i s c r i S u t e d  as fo l l ovs :  
Durat ion  of Grace P e r i u d  

Nurnber of Months N u ~ b e r  of  Cases 

TOTAL 53 

The m d a l  grace  p e r i o d  i s  3 zon ths .  There i s  a rough p ~ o p o r t i d n a ~ i t ~  between the 

s i z e  ~f the lea and the l eng th  of t h e  grace p e r i o d .  With o n l y  t w o  e x c c p t i ~ ~ s  the 

grace  periods cf s l z  n o n ~ h s  o r  core  x e r e  f o r  l o z n s  of $30 thousand o r  more. 



Tab le  49  

T i n e  Taken 
or Cisbu rsa1  

In grace periods" 

1- 2 mo. aEter 
grace p e r i o d  

3-4 mo. a f t e r  
grace p e r i o d  

5-6 no, a f r e r  
grace p e r i o d  

7-8 no,  a f t e r  
g race  period 

9-10 no. a f t e r  
grace p e r i o d  

11-12 so, after 1 
grace p e r i o d  

13 mo. r ) r  more  
a f c ~ r  grace p e r i d  

A l l  cases, e x c e p t  one, yere a p p r c ~ e d  d ~ r i n g  1931 o r  1982. 
T. r o r  cas5.s v i c h  additional financing c n l y  f i r s t  por t ion of 

l e a n  i s  considered. 'Two cases with uncsual  d i s b u r s a l  
schedules were d r o p ? & .  

pN-z. Grace poriod co-?u=ed f r o 3  t i c e  of f i r s c  d i s b u r s a l .  



In Table 4 0 ,  disbursements up to the end of July, 1983, have been pro-rated 
. -- 

against t h e  grace p e r i o d  for e a c h  l o a n  (including those w i t h  zero duration). In 

o n l y  S cases %as t h e  e n t i r e  value.  of t h e  loan pa id  dur ing  t h e  grace period. 

fact. 607' af she c l i e n t s  waited for f i v e  ~ o n t h s  Co core t h ~ n  a year following t h  3 -( 
comple t ion  of the grace per iod  before ob t a in ing  from 81-to 200% of rhcir  loans, 

- .  
There  a re  twin r e s u l t s  g e n e r a t e d  by this unrecognized aspect of loan adnfnistra- 

t i o n :  (1) clients fail t o  gee f u l l  use of t h e i r  aoney f o r  some t i m e  a f ter  coa- 

p l e r i n g  t h e  contr.3e.c; (2) clients are n o t  charged t h e  face amunts of t h e i r  amor- 

t i z a t i o n  payments u n t i l  t h e i r  loans are fully disbmrssd-, thcs f u r t h e r  Zenqthezin:: 
- .  

t h e  e z r l i e s e  date a t  x h i c h  they can become "high r i s k s "  ( p r o p r i e t o r s  oving f ive  

=ont%s o r  ~ 0 r 2  on t h e i r  a c c o u n t s ) .  

There are two e x p l a n a t i o n s  c b t a i x d  f r o n  BNP o f f i c i a l s  and  sample survey 

r e s p o n d e n t s  ccnc2rning t h i s  di::oursernent i s sue .  S ince  c l i e n t s  mus t  make a p p l i c a -  

t i m  f o r  e a c h  d i s b u t s e ~ e n t ,  p:oviding a j u s t i f i c a t i o n  for t he  e m u n t  requested, 

t hey  accuse t h e  BY? a£ beiqg penur ious  and l i g g a r d l y  w i t h  " t he i r r '  money- The Bank 
6 

has two re jo ind2r . s :  (I) disbursznentc i  'cannot 3e made u n t i l  looas  a r e  c o l l a r e r a l i z e d  

(vhe re  c o l l a t e r a l  i s  t o  be purchased  w i t h  l o a n  funds  a p a r c i a 1  d i s b u r s e c e n t  is nade  

for t h a t  purpose  only---the b a l a n c e  i s  r e t z i n e d  u n t i l  t 5 e  e q u l p m n t  has  been veri-  - 

f i r h n n d  i n s p e c t e d )  ; (2 )  the c l i e n t  f r e q c e n c l y  "stalls" a n d  d e l z y s  a c e p t a n c e  o f  
2: 

disbursecents i n  o r d e r  t o  'me? h i s  a m r r i z a t i o n  p a p e n t  as  low as p o s s i b l e ,  

Bosh sides c2n nxs te r  s u 2 p o r t  f o r  t h e i r  a r g m s n t s .  ?7here c red i r  a n a l y s r s  - .  
have becont s~spicious of  a c l i e ~ t ' s  b u s i n e s s  a b i l i t y  d x r i n g  i5e coq le t i on  of a 

p r o j e c t  s t u d y ,  t h e y  rend t o  d i s p e n s e  t h e  l o a n  i n  "gotitas"--- cne Zrop a t  a ti=, 

a c t ,  on t h e  o t h e r  band,  r e sponden t s  were encomrtered i n  the survey who affirxod 
* 

t h e i r  i n t e n t i o n  to refrain from claining t h e  b a l a ~ c e  of t h e i r  l o z n  accounzs because 

funds  "xere riot rreeded". 

In t o m  of  the p r e - ~ i o u s  d i s c u s s i o n  cf ehe f requency  of "high riski' clients, 

t>e p r e s e x e  of  t h e  gracz p e r i o d ,  d u r i n g  w h i c h  only i n t e r s :  payments  are  c o l l e c t e d ,  

acd the e x t e n s i o n  of t h o  disbursezent schedule far beyond i t ,  i s  q u i t e  s i g n i f i c a n t ,  

Z c  neans  that an even s x a l l e r  grou? of r e c e n t  loan  reci?ienCs i s  at risk for f i ~ ~ e -  

n ~ n t h  de l inquency  on t h e t r  f u l l  payments!  

I n  the op in ion  of  t he  e v a l u a t i o n  tean, t h e  BY? a d m i n i s t r a t o r s  hzve a t t e q c e d  

t 3  czai?:~L.;te disbursenont s c h e d u l e s  t o  f a v c r  &he  c l i e n t  5y l i ~ ~ i t i n g  h i s  l i z b i l i ~ y  

f o r  re?ay-.ent.  ' 3 5 s  " f a - ~ o r i ~ i s x "  h z s  a n e p : i v e  ~ s ? e c : ,  however- Ysny c l i s n r s  

a s s r r r c  t h a t  3:;T r e l u c t a n c e  t o  p a r c  v i ~ f i  x o r k i z g ,  czpit2l hcs doozsd  t h e i r  chances 

f o r  p ro fP t . ; b i l i : - . .  J 



T e c n n i c a l  Assistance. Since 3:; of  the  c o s t  of t h e  loan is  r e i z b c i s e n e n t  - 
from t h e  client f o r  the c o n t r a c t  services he is 60 receive i n  t h e  zrea of techni- 

c a l  a s s i s t a n c e ,  this w a s  investigated d u r i n z  t he  sacple survey. F i r s t  of all, 

th2 v i s i t s  are nade  by t h e  re,plar enp loyeos  of  t h e  DeparLcenc of Tecmica l  

Assis tarnce w i t h F n  B:*T?, and no t  by con:rzcZ s ~ e c i a l i s t s .  E x p e r t s  are r e t a i n e d  t o  

p r o v i d e  c l a s s r o o i .  i n s E r u c t i o n  on business ~ ~ e t h o d s  and rranageuent p r o b l e m  only .  

graded  

s u r v e y  

c r i k d  

w e r e  n 

Because of t h e  source-bank e z p l o y e e s  w i t h  no special  tect-mical qualifl- 

cat ions- the q u a l i t y  r*f the s e r v i c e  i s  d i f f i c u L t  t o  e v a l u a t e .  It was -re r e a d i l y  

by t h e  t y?e  of r e sponden t  rhan by t he  m t u r a  of' the service itself. The 

I. Exper ienced  managers d e a l i l g  in t e c h n i c z l  areas of 
p r o d u c t i o n  n e i t h e r  needed n o r  requested t e c i m i c z l  
a s s i s t a n c e .  These were large l o a n  r e c i p i e n t s .  

2. T ~ E  mid-range loan r e c i p i ~ n t  sh i f t i r , g  fro3 wzge wcrk t o  
business azcagecenc  focnd t e c h n i c d  a s , s i s t a n c e  aost help-  
f u l .  T.hese p r o ? r i e t o r s  ten2ed t o  besiege the Xi? o f f i c e  
w i t h  phone calls reques~iag advice on day-to-day prcblerns.  
They nay hal,e even becoae cie?e~:dent an " t e c h n i c a l  z s s L s t ~ a c ~ " .  

3 .  The p e t t y  b u s i n e s s  o p e r a t o r  t e zded  t o  ne2ther  receLve 
nor  recognize the need f o r  tecilnical  assis tance i n  t k , e  
s z x e  quznF:ity as c l a s s  i i2 above. 

Tnere seem t o  be  a e l e a r  cut r e l a t l o z s h i p  bctwsen the r e s ~ o n s e - t y p s  des-  

a';ove zix? t k e  r,atcre of t'ne a s s i s t a n c e  ?rovideC.  Z?R t e c h n i c a l  assistaszs 

o t  equi??ed t o  ha2dle engineering p r ~ b 1 e z . s .  z c h f t e c t u r a l  issues p r t a i n i r i g  
- - 

t o  c c n s t r u c ~ i c 3 ,  o r  ~ ~ ~ 1 : i a c t u r i n g  p roczs s -q -  &%at th2y can do i s  advise on s e c c i n g  - 
up a c c o u n t s ,  kee?Fng 50oks,  es:ablisking f i l ? s ,  2nd keeping recor2s f o r  t z x  pcrpcses. 
...  he z d d - r a g e  l o a n  reci?ient is movicg i z ~ t ~  this prsb len  are2 for the f i z s r  r ice and 

needs advice; he hts a number of eqlcyees and is eneoun~ering manageaent p r o j l e s s .  

T ~ ? i c a l i y ,  h e  is a garage  mechanic o r  cabinet-xaker opening  h i s  a m  r e p a i r  shop o r  

furnitcre f a c t o r y  f o r  t h e  f i r s t  tize. 32 ';'LOWS :he tec5nical side of his business 

far better tkan the  E:;? s t a f f .  

The 10;-en? entre?renecr, on t h e  o t > e r  kan6, 2s  o p e r a t k g  a one-person o r  

pe331e ha-.-e l i :rle "in co3z=.on" with this clzss cf clien:. The 71 igh -~nd  entre?lro,cecr 



I The evaluation t e a 3  a:te:np:tld to r l c t e r , i ne  t h c  f r e ~ ~ e n c y  a E  cechllical i ~ assistance v i s i t s  t o  sznple survey r e s p o n d e n t s .  Since t h e  BX? s t a f f  r e s p x s f b l e  

~ for v i s i t s  i s  a l l  based i n  Panma City, we socghc to lezm -&ether metropol i tan 

p r o p r i e t o r s  received more f r e q ~ e n c  visits than chose in resote conamicies. The 

results are p r e s e n t e d  below: 

Frequency of Technical Assistance Tbfsits 

N u m b e r  of V i s i t s  

0 
I 
2 
3 
r, 
5 
6 
7 

Me trouoliran Son-S!e c r o p a l i  tar, 

4 0 
3 4 
5 7 
6 6 
4 4 
2 2 
I .? - 
2 1 

TOT>..L 28 26 
8 

There is no p a t t e a  of discrF~lnarion a g a i c s ~  o m - z e t r o p l i t 2 3  l o a n  r e c i p -  ~ i e n t s  in t e r m  of tecknfcai assiscznce visits. The average f o r  businesses Eocatz? 

~ in ? a n a m  City is 2,82; for those in the non-ze t ropol i i ran  r e g i o a  t h e  average is 3.12 

~ s t a c i s t l c  is always subject to a fizal searching question: are thr-hnical 

I essisrarsce v f s i e s  or' sever21 hours or less sufficient icdocCr-d.natia2 f o r  par";cj.- 

~ i?r, insig:lC nay be providsd by c u r z i n g  o u r  atcention to the h i g h  r i s k .  acccomts ~ w i r n l n  the  szzz~le; t h e r ~  veze  SI l a m s  o u t  of 53 in Ehis category. Can rhe lack of 

~ tezhnicaL assistance v i s i t s  %-laic this? Or, on the other hand, do their przb lem 

~ resuls in an excessive nunber a£ vfs l r s  PneendeZ to pravi.de solutions to tFdeir 

?ClZ o f  the p o p u l z t i o n  Tnezn. Technical assistaaco visits apgear eo be frreicvan: t o  

cke 2 r a b l e - s  esscciaead zi t3 S ~ s i n e s s  Failares in t h i s  group* 

Ad2i:ionaL zssistance is prov fdsd  to the client p o p u l a r i c n  t3rsugh a 

s e r k s  o f  s ? e c i a l  sen imrs  acd  courses. T h e s e  have been a f f e r s d  o n  an i n v i r a t i o n -  



Ir .sresslons of brier-Ooerators. The project p a p e r  e s t a b l i s h e s  c e r t z i n  - 
r e s t r i c e i o n s  on l o a n  recipients: they s h o w .  . --,-, -- nO-shou3.d be unable 

to obtain f i n a n c i ~ 5 ~ 0 5 ~ c c n v e n t i o n a l  com---iLaL l o a n  sources .  The business ven- - 
Lures which they e s t a b l i s h  are to be r e s p o n s i v e m r  goods and services i n  

t h e i r  c o m u n i t i e s .  These c r i t e r i a  establish a platform from which to p a s s  some 

judgements on the loan r e c i p i e n t s  in ten- iewed  by the eve-luatioc Lean. 

1. Entrepreneurs as Ovner-Operators. - - ---- 
Most appeared t o  meet t h i s  d e f i n i t i o n  b u t  t he re  wore some noteworthy ex- 

c e p t i o n s ,  such as the g e n t l e a n  who ob tz ined  2 l a r g e  aoan f o r  a n  auto s2rvfce  bus- 

iness, hlred a manager and e n t e r e d  the Panamanian d ip lomat ic  semic?. In another  

zase,  3 wife obta ined  a mediua-size l o a n  for a restzurant e n t e r p h i ~ r  and turned 

the w n e y  over t o  he r  husband, a r e p r e s e n t a n t e  with substantial i n f l u e n c e  i n  Panama 

C i t y .  She knws n o t h i n g  of the business and w e  interviewed her  husband t o  conp1e:e 

o u r  s chedu le .  

A nuaber  of o t h e r  e n t r ~ ~ r e n e u r s  appeared co4be i n  busiiles? because of i n s 1  A ua 
- 

e n e i a l  p o s i  t i o n s  h e l d  i n  goverrmentl_oEf ffc_elby. _h_hq~Saan- s.- Tr~is factor  does & l' 
n o t  i n  itself disqualify then as o m e z - o p e r a r o r s ,  h~wever .  Konethefess, ii ma:" be 

r e s p o n s i b l e  fcr the aura of f a v o r i t i s n  which s e e m  to adhere Zo _thgpr,oograin in tt-2 
< 

mind of the p u b l i c .  This nay be  a f a c t o r  in dissutding persons  szithwt strategic-  
4 

a l l y  p l aced  c o n n e c t i o n s  from applying.  

2 .  Access t o  C o m e r c i s l  Credit Sources. - - 

After vLsf t ing  a n m b e r  of WPJ-1-wnaged and a p p a r e n t l y  p r o f i t a b l e  bustriesses 

receiving Loan suppo.rr fron the EX? p r o g r a n ,  WP jlere p r e p a r e d  t o  discaver cha t  many 

N?:icnal d e  Pznama! T h i s  c r i t e r i o n  is  not being isplemented, a-t, not at the 
- ---- > = =  

upper end of  t h e  d l s t g i b ~ t i o n  of loa~s-b-ze, 

T n f s  raises a p o i n t  we have discussed i n  orher connectAons. Beginnfzg 

with Ta5 le  17, a nunber of d i s p l a y s  have been preparsd-which emphasize the hetero- 

genelty of the c l i e n t  ?opulatiox (f~oz $5,000 t c  $186,000 is the range) ,  Ic see- 

i n c v  tha t  an a p ~ _ 1 i c a n t  f o r  a l o a n  of $50,000 or more would fail to qualify '% 
\ -- 

f o r  c o ~ ~ e r c i a l  credit, acd s ~ i l l b e  an acce2table r i sk  f o r  a locn  of t5at znount. 

The excep t ion  a i g h t  be found vhere i n t e r e s t  r a te  c o n c e s s i o n s  zre made t o  l u r e  

encreTreneurs i n t o  c e r t a i n  - a r e a s  of  investaent w h i ~ h  they might o the rwise  avoid.  
,. ,c,oxe1?er, 5;' the El;? prograc, they zre b e i n g  i2vi:ed to name t h e i r  o.tm choice of 



e 2 ~ e r p r i s r s ,  and borrow a s  much as they l i k e .  I f  their r e q u i r e e ~ n t s  exceed che I 

$100,000 l i a i t  inposed by USAXD r e g u l a t i o n s ,  3:Z w i l l  supplezent that amunt from 

its o m  c r ed i t  resources a t  r e g u l a r  Bank r a t e s .  In t he  few cases which fit t h i s  

d e s c r i ? t i o n ,  BE? c l e a r l y  r e c o g n i z e s  that the agplicants are qualified to receive 

3. Eleetizzg Comunfty Needs. 

A valuable s e r v i c e  might be provided to 2a3as  if experienced ent repren-  

eurs were given Eov-interest loans to both (1) exp loy  t h e  j o b l e s s  and (2) produce 

535ds f a r  the domestic m..rket. The s t i p u i a t i s n  t h a c  b a r r ~ u e r s  rwsc be owner- 

o p e r a t o r s  unable to obtain con;.esciaL c r e d i t  a i g 5 t  be se t  aside ~zcder .those cir-  

cuzstances.  Sut  this is no t  the case w i t 5  tL&=esznt 3WP s u p e r r f s e d  credit pro- __- 
grm. 

It may sound a b i t  h a r s h ,  but &%ere a p p e e r  to be w o  types of loan-supported 

e n t e r p r i s e  i n  the p r e s e n t  loan  p o r r f o l i o ;  (1) chosg xhich are frivolous, and ( 2 )  . . - -_- - - - - -  - 
t5ose which are redundant .  E x a q l e s  of f r i - zo lons  e n t e r p r i s e s  abound: a firev.rcrlks 

f a c t o r y ,  a  custox furniture-nzket/decorator, a purveyo r  of party goods for b i r t h -  

dzys ,  a caterer for gourrzet foods ,  custom phctographers ,  f l o r i s t s ,  g i f r  shops,  etc., 
i 
\ Lxan?ies of zedundznt e n t e r p r i s e s  are t h e  eadless grocery  stores  a d  r e s t a u r a n t s .  

S o t  a l l  food d'3afers are re<undant ,  of course. Several ue v i s i t ed  vere  extrezely 

successful Ezcause chey had obrained l o c z t i c n s  v>eze t r a f f i c  was h f g 3  and corpe- 

i t i o n  restr%;ted. There seems t o  be  a surfef c of zu to  repair, p a r t s  and s e ~ r i c e  

dealers ,  at least in Pznaza Ci ty .  E G W ~ V ~ ~ ,  &key m y  be needed elsevhere, 

The c o n c l u s i e ~ w ~ W 3 ~ - t h - ? s e  o b s e r r a t  ions _pqin-t .is that t he  ' r ~ o ~ ~ c F r y  

needs" cri terion>~&~re'1,ard2d in nzking Loan ava-5s. The evdGati .cn eeam .could - /* 
p;int t o  se-~eral saxyie e n t e r p r i s e s  vhich, i n  f z c t ,  appear t o  v i o l a t e  all. three 

of t h e  requ2rezent.s considered i n  t h i s  s e c t i o n .  There is  n o t  much evidence t o  

i a2 lca t s  cha t  SY? a d a i n i s t r a t o r s  take t h e x  seriously. 

s z q ~ l e  e::+e?reneurs ha-~e already becoce  deiicquent by five pz;Tents (153 days) 

or nore.  The percentage of h i g h  risk c l i e 2 t s  i n  our saz.plt (26%) is the stse 

2s  the  ~ r 3 p o r c i o n  of a l l  acti-fe losns. Sene th ing  s5ou;d be l e a r n s d ,  then,  by 



A logger ic David was unable to o b t a i n  his working  c a p i t a l  d ~ r i n g  rhe 
dry season when he  c o u l d  use his heavy e q u i p m e n t .  T5e delay in m k i n g  
the disbursements he  needed provided h i m  w i t h  f u n d s  d z r i n g  t h e  r a i n y  
season when he is m a b l e  to rake salss. A t  the saze t i m e ,  h i s  g r a c e  
p e r i o d  w a s  shortened so  that his paymenzs have begun w h i l e  he has no 
inscme. 

An electrical equipzent dealer in Panama City has concracrs f o r  the 
installation of comzt.micatio,zs equipment- His dealers in Europe w i l l  
n o t  ship without letrets of credit. BN? will neither release his dis- 
bursement nor provide a l e t t e r  of credit. He has lost sales and is 
unable t o  pay amortization on the amount of loan funds received, 

A small cmvenience score operator ic Colon r e c e i v e d  h i s  $5,000 l o a 3  
for working capital in dribbles too s n a U  to corivhce whohsalers in 
town to provide him with a full i n v e n t a v  of scerchandise. While we 
were fntervieszing him on a Saturday afternoon, he l o s t  five sales 
f o r  lack o f  ~ s n n e d  f i sh ,  cigarers, soft drinks and bakery goods. He 
would htvc closed the business if it were not for his week-day govern- 
ment jo.,. 

A fas t - food  restaurant o p e r a t o r  receive; a i o &  i n  Panama City t o  ex- 
periment with a flsh-stick process ixg  en te rp r i se .  HP l o s t  money f o r  
several months while t r y i n g  t o  p e r f e c t  the process. He could r e c s i v e  
no h e l p  from 3NP and f i n a l l y  went to the Eureau of Fisheries. R e  has 
now mastered the process but is deeply in debt frcm p a y i n g  rent on a 
corner site for his restaurant during the months when he h2d nothing 
t o  s e l l .  We blazes BXP f o r  f a i l u r e  to provide techn ica l  assistance. 

Pa auto body shop in Panam City was e s t a b l i s h e d  as a going csncerr. 
with s u f f i c i e n t  working czpiral and adequzte technical c a p a b i l i t y .  
Rowever, it i s  deeply  in d e b t  as t h e  r e s u l t  of accepting contract; 
t o  repair governmint vehicles. The government agencies refuse t o  
pay, claiming they are cut  of funds.  

A radio station in David o b t a i n t d  z loan  to  modernize by purchasing 
needed equipment. The equipmene vas ordered  m d  loan funds were dPs- 
bursed. Ho.wever, the payment intended f o r  the equipment was repossess- 
ed by ENP to szt i s fy  the unyaid balance on a previous comercia1 loan 
account! The proprietor now owes the equipment s u p p l i e r  and is unable 
to make his paynents. 

If we take a zonent for t h e  analysis sf these sketches, t h y . ~  t-t- 

u a p C C n f i e d .  The first two case: re f lec t  the f r e q u e a t l p h e a r d  Com- 

p l a i n ~  t h a t  the Bank i t s e l l  is r e s p o n s i b l e  f o r  the pragdo,- -- r e n t  because 

of r i s u n d p - t z w s  ow;-!isSursenent. The third and f o u r t h  business operators 
w 

received t h e f r  money b u t  a re  convinced  tha t  Et:? r ~ h n i c a l  assistance c o u l d h u  --- 
Seen utLlLz",d to enable t h e ~  to use it effectively. The fifth and s l x t h  enter- 

-. - .- 

p r i s e s  s u f f e r  frcz financizl-~roSle-;-o-roz ~hi&, f t .*roii'id appear 3:.? has little 

o r  no c o n t r o l ,  



All s i x  of the cases described abovc n?peCr to be in serious difficulty 
(' 

with a strong p o s s i b i l i t y  05 f a i l u r e .  The e v a f u t i o n  tea3 r e t a i n s  ehe  ingressian 

tha t  perhaps half of these cases, and the  saze p r o p o r t i o n  of the other  sample en- 

t e r p r i s e s  in the same. sltuatian, could havz beaefited from more effective inter- 

v e n t i o n  by B,jP personnel. We say "perhaps h a l f "  because w e  a r e  fully avare that 

(I) a number of these entrepreneurs are less t h a z  caqetant  and share sow  or  

x o s t  of the blame for their difficulties, an2 (2 )  it is unreasonab le  ro expect 

that no entrepreneurs ~3.11 fail in a s u p e r ~ i s e 5  credit program. In fact ,  &do - 
e n t e q r i s e s  in our high  r i s k  group, nor  described zbove, *--onld a7pez.r to be the 

s i z p l e  victins of bad c h o i c e  of l o c a t i o n  forrc,xmxcial ventures. Perhaps a 

Ostcer pro jec t  stud-] would have d i ~ t i o s e d  thFs; but, perhaps l o c a l  conditicns have 

c5znged sirice the s r ~ d y  was prepared. 

However, if there zre f a i l u r e s  and hSgh risks gho are apt to b e c o m  so, 

there are zlso  l o w  risks about which nothing kas b o p  szid. In the course  of 

its opera r ion ,  E:F s t a f f ' h a s  identified a ncnbor  of  e n t r e p r e n e u r s  t;ko are suffic- 

i e n t l y  izpressi-ie t c  justify increased co?Eidelce i n  e h e i r  business apt i ;ude.  These 

proprietors have been encourag~A app_ly- f  3~ a d 2 i  cicilal cred i r -  ( a d i c i o ~ e s )  b e f o r e  -. - - , 
t h e i r  i n i t i a l  obiigctions ;re f u 2 1 y - r e ~ a i c ! ~  '$ 

- - -  

UitFin o u r  sazple s u r ~ k y  af 53 clients, 11 f t5e saze number as tke  hizh 

risk cases) x e r e  identified n s  hatring receive5 ar l ic iones .  !!of ail o f  these entre- 

pre2ecrs were e x e z v l z r y  szccesses. Se=retal hi, a p p i i z d  f o r  a d c l i t i m a l  flnartcing- ---- 
. - 
* m e -  becztsz.. of . f = ~ c r , l i i i g  r ' i nazc la l  dif<Aciih-ies. ,," . . a - ~ r ,  t h e y  a p p e r r c "  t o  be  berter --- ----- 

pre?ated  than ~ h e  avztags Scsiness person i ~ .  o u r  sazple,  and sore ssphisricared in 

disctis;ing t h e i r  5~ta.r-e ~rc :spc+c .  Unlike t he  high ris_lr_plrr;~~rletors,  the:? inspired - 
confidence.  



PiiLYAGZXG TH2 PROJECT : 

C o n t r o l s  and Supports f o r  Client E n t e r ~ r t s e s  - 

Execu t ive  Sumarv 

Each of t h e  f o r e g o i n g  c h a p t e r 2  h a s  described afacec of the Banco Nacional  

de Panama s u p e r v i s e d  c r e d i t  program. It i s  b e s t  t o  begin  a d i s c u s s i o n  of ehe 

. c o n t r o l s  and s u p p o r t s  available f o r  program nanageaenc d t h  a review of  t h e  

r a j o r  Efndings.  13 t h i s  way, ve nay highlight b o t h  :he .~robLern areas toward 

which nanagenant  should b e  d i r e c t e d ,  and z l s o  t h e  s a o l s  possessed  by manageaent 

f o r  cop ing  with tfiea. Each o f  the f o l l o v i n g  s e c t i o n s  is  oriented fovard a 

previous c h a p t e r .  Chap te r s  w i l l  3 e  reviewed i n  sequence, 

1. Design of thq  E q l o y n e n t  P l a n n i n s  andGerierat ion Program. - 
The USAID/GOP p r o j e c t  c o n s i s t s  of three components, which a re  l o g i c a l l y  

1 A. The PAR Systers. 

The EV. Sys ten  o f f e r s  t o  ~ r o v i d e  r e c h n i c a l  a s s i s t a n c e  t o  v a r i o u s  components 

of goverpent Ehrough a n  in t e r - agency  coim,i t tce  a u t h o r i z e d  co conduct  po l i cy -  

o r i e n t e d  r e s e a r c h .  The PAM c o n s i s t s  of an Eriployment Develapc~(an' C o m f s s l o n  

and a Techn ica%/Ad=in i s t r ze ive  Unit. The s t u d i e s  which i t  is f n  t h e  .recess of 

f r a m i n g  and f m d i n g  u i l l  cover major phases of e n t z r ~ r i s e  deve lopnenr :  s m a l l  

scale e n t e r p r i s e s ,  e z p l o p e n t  nee& and tzanpower, invesrment  i n c e n t i v e s ,  f i n a n c e  

and credit, and p r i c l n g  p 0 l i c i 2 s .  ?-X IS  should  e s t a b l i s h  t h e  guidelines v i r h i n  

which a s u p e r v i s e d  credft ? r o g r a n  can  be ope ra t ed  t o  greatest a d v a ~ c a g e ,  

3- The Z a n ~ o w e r  I n f o r n a c i o n  Sys t en .  

To w k e  an a s s e s s z e n t  of zanpouer  r e s o u r c e s  a v a i l a b l e  f o r  employvent and 

e n t e r ? r i s e  c?evelopzent ,  E? and G a l s o  ? r o v i c ~ d  s m p o r t  f o r  t h e  c ~ n s t r u c t i o n  of  

2 ~ U E Z ~  Resocrces I n f o r ~ a t i o n  Systex. The a a j a r  f e a t u r e  vilL be  a  c o ~ p u t r r i z e d  

data bank ? r o v i c i n s  zccess t o  t k e  conso l idaced  r a n c o u c  r e s o u r c e s  of  a l l  governcenc 

a g e ~ c i e s  . 
C .  Tne 3:;? Super .z ise:!  Credit 3rograz. 

In thear j . ,  t5e $10 zillisn 3"? l oan  ?rc;czig is r h e  z d h e s i ~ ~ e  t ihich could 
. . l i n k  2 - 2 5  - , o l l cy  L L _ L  2 - 7  1.~- j 3 - 3  - J R ~  Y-.an~o-;er Inf3r:ztL~n Sys ten  d a t a  t o s e t h e r  i n r o  an 

a c c t s n  3ro;raz ~ h i c ' ~  r o l i l d  ach-,ic.~e e n c e r 2 r i s e  r , ~ v e l o - , e r - ~  t g o a l s  x h i l e  r e h c i n g  
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unenployiaent.  I t  would azco -p l i sh  t h e s e  twin  o b j e c t i v e s  by s u p p o r t i n g  t h e  c r e -  

a t i o n  of a se t  sf p r i o r i t y  e n t e r p r i s e s  v h i c h  c o u l d ,  a t  t h e  s a n e  t ize,  meet con- 

s u a e r  r e q u i r e 2 e n t s  f o r  goods and s e r v i c e s  w h i l e  t r a i n i n g  and absorbing s u r p l u s  

can?over .  The mechac isn  f o r  t h i s  ach ievement  would be  t h e  323 smll and nediun 

e n t e r p r i s e s  ( i n d u s t r i a l ,  c o m e r c i a l ,  and s e r v i c e )  i n t e n d e d  t o  provide 1,600  new 

jobs. 

Because o f  i t s  l i m i t e d  f u a d i n g ,  t h e  Xi? program cou ld  n o t  be expec t ed  to 

engage  i n  s a j o r  problem-solving.  I t s  aost s u b s c a n t i 2 1  a c h i e v e z e n t  night be  i n  

providing an i 1 l u s : r a t i v e  model of t h e  p r o p e r  p rocedure  f o r  a t t a i n m e n t  of govern- 

3~1; e ~ = e r ? r L s e  and mnpower  g o a l s  th rough the  sclnulacion of  p r i v a t e  e n c e r p r i s e  

w i t h i n  t h e  framework of  a rnzrket economy. 

To d a t e ,  t h e  s e p a r a t i s m  v h i c h  e x i s t s  among ehe components of che EPEG 

P r o j e c t  nakes I t  u n l i k e l y  thac the i l l u s t r a t i v e  r c o d e l ' s p o s s i b i l i t b e s  w i l l  be 

r e c o g n i z e d .  T h i s  i s  m . . f ~ r t u n a t e  because  t h e r e  a p p a a r s  t o  be a  e x c e l l e n t  p ros-  

p e c t  t h a t  ~ a c h  of t h e  t h r e e  conponencs w i l l  succeed  a s  an independent  e n t i t y .  

This s t u d y  i s  concerned  w i t h  t h e  d o c u n e n t a t i o n  of  c5e p r e s e n t  s t a t u s  of  on ly  one  

of t h e s e  e n t f t i e s :  t h e  EX? s u p e n v i s e d  credlt program. 

2 .  The S u p e m i s e d  C r e d i t  P rog raa :  Lcen Ter-s and Sank O p e r a t i o n s .  

The i n t e n t  of  thc  Trogras i s  t o  fuq$ 323 l o a n s ,  unequz l ly  appor t i oned  t o  

f n d u s  t r y  (57)  , e o m e r c e  - - (117)andsp-rsices(f?E\-e~g- 0 f 

$31,050 an? a ~ a t s o f - i - n e ~ & - j o b s t o - b ~ ~ n e r z t e ~ e r - - e ~ t p r p ~ s ~ h e ~ a v 2 r a g e  

c o s t  p e r  ne7a j o b  p rov ided  i s  to be  $5 ,234 .  t o z x  a re  t o  be prov ided  t o  owner- 

o p e r a t o r s  vho are n o t  e l i g i 5 l e  f o r  c r e d i t  f r o a  t h e  c o m e r c i a 1  E-en- ---_ 
/ 

P n - j y c c  . . ; &t"*l dft I n t e r e s t  i s  12X, w i t h  3% c o l l e c t e d  f o r  t he  ? n c r  . 
? b ~ i n ~ r r . ~ s i z & r S I O B ; ; C C W  ( i n d u s t r i a l . )  w i t h  lower  l i m i t s  Eor comerc,aE 

($50,030) and s e r v i c e  ($30,000 e n t t r p r i s ~ s ) .  The p r o j e c t  i s  t o  be  ope ra t ed  

o v e r  f o u r  y e a r s .  C o l l a t e r a l  r e q u i r e m e n t s  a r e  t o  3e l i b e r a l i z e d .  See Tab le s  1-3. -- -- 
The i3X? c r e a t e d  a s e ? a r a t e  a r g a n i z a z i o n  u i r h  a n  e l a b o r a t e - s t r u c t u r e  

f o r  t h e  a d z i n i s r r a t i c n  of the US:,TD p r o g r a n  (and two o t h e r s  which a r e  u n r s l a c e d ) .  

I t  c o n t a i n s  a  T e c h n i c a l  D i r e c t o r ,  f o u r  depar t rcen ts  and seven  t c c h n i c z l  s u b u n i t s  

(see TaSle  5)  vhich z r e  t h e  ccre of rhe a d ~ i n i s t r a t i o n ,  The re  are s e p a r z t e  f u n c t i o n d  

u n i t s  f o r  (1) a c c o u n t i n g ;  ( 2 )  c o i l e c r i o n s ;  (3) a n a l y s i s  and e v a i u a t i c n  (which 

h z n l l e s  a?plicationsj; (5) s u ? e r ~ i s i o n  2nd mon i to r ing  (which verifgs e x p e n d i t u r e s ) ;  

(5) :echcica l  assistance; acd (7) a leg21 department ( s e e  p? .  22-25) .  See Tzbies 



Tt~is rather coc.plex orga . t izae ion  a p p e a r s  co ha-Je e x r g e d  "Eull blovn" 

i t o n  t h e  b e g i n n i n 2 ,  d e s p i t e  the l z c k  of any substantial nuzber of loans  t a  ad- 

a in i see r  during :he first s i x  months of o p r r a ~ i c a  (in f a c t ,  there vere 7 9 ,  or 

approximately i 2  approvals ?er non th ) .  I t  a p p e a r s  t o  have been k e p t  busy  3y 

ass Ign=en t  of personnel ca othez responsib i l i*Se. l$  ~ - 4 ~  . in--e3teF0DEX-and 
-- 

319 pro . j ec=s ,  a l s o  a d m i n i s t e r e d  here. D i v f s i c ~  of labor  and " - %  - !x  -Atips r' 
4. 

bemeen t h e s e  rh ree  assignnents h a s  never been c l a r i f i d ,  
\ - 
It may be  because of t h e i r  nu1:iple r e s p o n s i b i l i t i e s ,  b u t  a clear s e p -  

never evolved. Lean i n q u i r i e s  are addressed t o  a l l  s u p e r v i s o r y  pe r sonne l ,  

as  a r e  recilests for advice and technic21 assLs:a:,ce, Recocmer,da~ians coxern- 

fng  c k  revision of loan contract :ergs, repayzent sc5e?ules, and p o s s i b l e  T e r m -  

i n a t i o n  czn likewise coze f rom a v a r i e t y  of sources.  Tne z?plicac:ons p r c c e d u r e  

has Seen reduczd rs a clear-cut series of steps ~zinaged r a i t h i n  the D e p a r a e n t  of 

I;naL;rsfs and 3~aluztion. It i s  cne  o f  6he few to be identified vithln t h e  F r D -  

graas a2zinistratl3n. 

3 .  I r L f o r . z t i c n  ?,?so-:rres -+;it?~ir. t:?2 Z 5 F  Credi; 3 r o e r a a .  -- 
' 7 S ~ ~ Z T Z ~ P > ~ T ; L S ,  ~ i i  t : - ~ s u c - ~ ~ :  L - 3 5  ~~ '1 :2zCanc~y,  a r e  Z L ~ ~ S Z I ~ C !  by -- the - 

u n i : s  Lr: c h a r g r  3 5  co:llec:i.=r,s, analysk?  g n d u . ; c ; & n ,  s . i p e r * ~ i s i c n  and tech- - -  ---- 
rnical tssis Taoce, 2x3 -arsC.&-r .  _ __--- r-5. A 1 1  of thcse h a - ~ e  5ezn dup2icared and entered - 
iz L : ~ - c  ~ ; ~ ? P ? ~ < c s s ;  the so.;rces f3r aach - ~ i t i i i >  3f:? and tke justification-fr,r its 

Ese z r3  g i - : ?~~  i n  T?a? ter  I I Z  ( 2 2 ,  25-33 j . 3 2  terJt~nSzn~:? c~f -.lten~-~r-:-- ..,*I- 

t i p l e  !and f r z q c 2 z ~ l y  a l t e r e d )  2ucuzents i s  ~ - z t z E e d  b ~ t k e  1 9 - J E L  of izc~colece- 
. . aess  2 3 ~  ;rreg&=--~ .j.( 5-, -;~;?--k p p ? t - < ~ - ;  ;I-* --A- - - 2 s r er therzmre  , su=h 

i t e z s  as zay Se e2:ered z r e  ~1sl;lljl , ;~_~artii?l , > n b ~ . f , u ~ i .  - --- - ine a:;? mnazezenc, o n  :he ccntrary, p r t d e s  Lrse l f  on i t s  cs-&~r~?- 

of  r2~~r-~~~>~ a r . ~  sft.=,f i ~ z l t a m -  * ' - - 1 -  2 - -- . ,, ...= ,a t 5e  r;l?suLt of t h e  all-coo- 
- ,.. 

e5-n c m ,  3 :  2 5ec-;eftn e::Srz e:<?ended a3C r e s t l l c s  ac?rFisvd.ed. The ?:for: e x -  

pen&< 32 t he  22 rec3r'- s;~srez is Fnc',eo-l srodigFoi3s. The i n f o r m c i o n  value of 

rhe c*r t> i lc ,  mfcrrzn2t21L;~~ is : icr3sco?ic.  Cz.2 a f  t?.e b j r ~ r ~ d u ~ ~ , ~  cf- L%~--JJ.ZS t t ia r  

t he  ~ V Z ? ~ Z :  102 CZZT w z s  TCS'L:,T-?~ ;O r l ey~e ls?  L cs s;-n s z t  t i s c i c s  Er9,;z-ra-,A- 

. , ,,, - -  r , r c ~  T Z Z Z P - T  r e  Lzc~ar,: z~;-;~cP_s -~Ltk~;:. cc;, L?dl-jid1:iil t ~ - c : l r i c a I  :i?rits. 
. - ---..- ---- - -  ,fils ~ c s e r i r = r - e  Lezds  I;; ~3 -2r s i ? g l e  : 3= : - r c~eer?d  c s n c l ~ s i c n  throtJgkQu: 

L * * -  - -a r  r e .  r - r  t: '- >rir,;f 5 f  ' : P  - L e d -  L. - , a <  ?:;? - " A d  . - &  - . ;e 7 5 : s  . -,<22< ts f - * - r r i t . c ~ ?  .,-,, ,-,- a Icg icaL and 



an2 u s e  of d a r e d  e n t r y  of unequivoca l  items on s i n p l e  r e p s r t  foras f o r  zu tocaced  

d a t a  p r o c e s s i n g  must be  t aughc .  To o v ~ r c o x e  t h e  lack of u s a b l e  daca u i t h i n  t h e  

i n s t i t u t i o n ,  t h e  e v a l u a t i o n  t ea9  dec ided  co complete  a r e n d o n  sample su rvey  of 

l o a n  r e c i p i e n t s .  Conc lc s ions  on pp. 43-44 shou ld  be rev iewed.  

4. E n t e r i n q  t h e  System: ~ e t ' r i n ~  a  Loan f ron  the  Bank. 

A7plying f o r  a B ? P  l o a n  i s  a p r o c e s s  of n s t u r a l  s e i e c t i o z .  ,%ny a r e  c a l l e d  

b u t  feu a r e  chosen (see Tables 8-9). The a?;? has developed  a n  11-s tep  p r o c e s s  which -- - 

e x t ~ r . d s  f r a n  f i r s t  s c n i a c t  t o  signature of  a  l oan  a g r e e c e n t  (see odd-nuxbered s:z?s, - - - -- - 
---. 

Tab le  10). Tiere a r e  also 10  d e c i s i o n  p o i n t s  a t  which an a p p l i c a t i o n  nay be  r e j e c t -  
- - - -  - ---_ ___ ---  _ _ _  - -- 

ed ( s e e  even-nuxbered s t e p s ,  Table  10).  Using Bank daca, w e  e s t i m a t e  t h a t  a c l i e n t  

h a s  a . 7 0  p r o S a b i L i t y  of b e i n g  e l i m i n a t e d  b e f o r e  p r e p a r a t i o n  o f  h i s  p r o j e c t  s t u d y ,  
- --- --- ____-___ ---- -- --- - -  

and . 04  p r o b a b i l L t y  of neve r  a r r i v i n g  a t  t h e  p o i n t  where a l cxas ig reemen t  i s  
_L -- _2__.__-- 

s i g n e d  (s=e Tab le  1 2 ) .  A t  l e a s t ,  t h i s  has been r h e  s i t u a t i o n  d u r i n g  t h e  f i r s t  s i x  

c o n r h s  of 1953-  

Tne Bank e s t i c z i t e s  t h a t  i t  bakes 33-52 working days f o r  t h e  s ,uccessful  a 3 p l i -  

can: ( ~ h o  h2s  a . I 6  p r o b a b i l i t y  of s u c c e s s )  t o  c o r n ~ l e t e  ehe p r o c e s s .  Using d a t 2  

f r o x  a f i e l d  s a q l e  s u E 7 e y ,  the e v a l u a t t o n  t e a 2  concluded t h a t -  6O-a.or~v~irg-days was 
-_--. 

t h e  ced i22  and 90 worX;n- ,.,, d a y s  w a s  t h e  average  tixe required. 6TJ : d u r a t i o n  of 
----_2---CL-- 

t h e  a ? p l i c a i i o n s  p r o c e s s  reached 200 working days  f o r  s ~ u e r a B !  
- -  _ _ _ _  - 

And t h a t  i s  n o t  t b e  end. Fol lowing  t h e  c o n p l e t i o n  of-a s u g g e s s f u l  a ~ ? l i c z -  

r i o s ,  t h e r e  i s  a furrher s u 3 s t a n t i a l  i n t e r v a l  of months which i n t e r v e n e s  b e f o r e  - - _  -- 
t h e  f i r s :  Z isbc rsenen t  i s  r e c e i v e d .  I n  g e n e r a l ,  t h i s  tice i s  eonsuced by t h e  

l e g a l  d e p a r t z e n t  i n  v e r i f y i n g  2oc ; l~en t s .  

F u r t h e r  e v i d m c e  w2s i c t r o d u c e d  ( p .  6 4 )  t o  c o n f i m  t h a t  t h e  r a t e  of  re- 

j e c t L o ~  f o r  a p ~ l i c a n t s  w i t h  c o q l e t e d  p r o j e c t  s tud ies  (see  s e e p  $ 5 ,  T a b i e  1 0 )  

has fluctuated w i l d l y  s i n c e  p r o g r m  i n c e p t i o n ,  October ,  1981.  The r a t i o  of a p p r o v a l s  

t o  r e j e c t i o n s  was 1 : l . d  2 t  t h e  beg inn ing ,  and r o s e  t o  1:2 .9  i n  t h e  l a s t  h a l f  o f  1982. 

It vas argued  ( p .  65) t h a t  program rzamgement was u s i n g  t h e  a p n l i c a t i o n s  p r o c e s s  

t o  a t t e m p t  t o  c o c n i e r a c r  t h e  higfi f a i l u r e  r a t e  caused  by x i t h d r a w a l  and ' e r n i n a t i o n  
- - -  

o f  s u c c e s s f u l  a p p l i c a n t s  who were approved d u r i n g  t h e  first h a l f - o f  _1982. Eetween 
/- 

. - 
- - _  A-- 

t h e  f i r s t  and second h a l v e s  of  1982, t he  ncz5er  of a p p r o v a l s  d r o p ~ e d  f ron  71 t o  37 

( s e e  T a b l e  1 5 ) .  



5. O ? e r z t i n g  t h e  S y s  t e n :  Lozn P-rformance, 1581-33.  
-3 ~ c e  i n q a i r y  com?Leted by t h e  evzLuat ion  zean covered  the first 2L months 

of  p r o g r x ~  operation. The E:l? a p p r o v e d  192 Loans O - J P ~  t h a t  i n t e rS raL  w i t h  a n  a v e r -  

agf: v z l u e  of $2C,1?$3 (Ta5Le 15) .  Loans were c h a r z c t e r i z ~ l d  by wide range of c z s e s  

e x t e d i n g  f r o n  $5,000 t o  $l85,G00 i n  approved V ~ L U E  ( T a 5 l e  16) .  Coals  d e f i n e d  i n  

the p r o j e c t  paper  i n d i c a t e  t h a t  t h e s e  should have been 140 loans zpproved with a n  
2_ 

a v e r a g e  v a l u e  of 330,960 during t h a t  pe r iod .  Only in the final quarter ( A p r i l -  

June, l9S3) d i d  perforxance approx ima t t  t h e  tar32t :  fcr the final t h r e e  nonchs - --- 
t h e  rider of ap?ro?red loans uas 2 1  w i t h  a mean value of  $28,905. - 

/ 1 

!.Iov~rner.c toxard the t a q a t  xas zccozpl i shf td  b;r a c o n s e r / a t i - J P ,  p o l i c ; ~  tsvar:! 

ap?rova l s .  S i n c e  the t h i r d  quarter of 1432 ,  loans t o  eziscing f i n s  have been 

e r m c e  ovJet those  f r o n  t h e  n o n - ~ e t r o p o l i t a n  r a g i . 9 ~  (Table l a ) .  Prior t o  t h e  th ird  

q u a r t e r  of 1 4 8 2 ,  a d i s ; r o p o r ~ i o n a c e  nuzber  of  loans  xent t o  food-relzced e n r e t p r l s e s :  
% --- - - -- - 

g r o c e r l z s ,  ba>rsrl.?s m d .  :?st;?urants vh icn  ( i o g e ~ k c r  x i t h  nzat ,  fish and ?ouLcry dea l -  - -- 
ers) r e p r c s z n t  28.67; of  c h s  t o t z l  ( s e e  T a b l e  20,  2G-A,  2 4 - C ,  2 4 - 3 ,  2 4 - F ) .  Thz zx- 

cessLvc  ? r z f r r 2 n c e  for these corn2rciai v e n t u r s  vas greatly reduced in t h e  2 ~ 3 t c e r  _ - -  .- - -- -- 
h a l f  of l5lj2.  See surnmary ; ~ ~ i n ? ;  in Chaptsr ' I ,  2 .  82 ,  p, 190 f o r  zddirlonal d e -  

rail, 



m e t r o p o l i t a n  area. Fa.zori t is2.  d i s p p l y e d  for foes-related en :e r? r i s e s  has  been r e -  

duced,  and Loans t o  Colon hzve been  e l i n i n a t e d .  

Hare thzn  o n e - s i x t h  of t h e  a c t i v e  l o z n s  a p p r o + ~ e d  t h u s  f a r  have ended i n  e i -  

t h z r  u i rhdzawa l  o r  t e n z i n a t i o n ,  x h i c h  r a i s e s  the fo l lowing  q u z s t i o n s :  

I. Through what ~ F r c u n s t v l c e s  d i d  t h e s e  f a i l c r e s  occu r?  How 
cou ld  t h e y  be prevented  o r  reduced  i n  t h e  f ccu re?  

2. Did t n e  occu r rence  of a l l  w i t h d r a v a l s  and t e r n i n a t i o n s  p r i o r  r o  
J u l y ,  1982,  i n d i c z ~ e  t h a c  t h e s e  c i r e u c s t a n c e s  nave ceaszd  t o  e x i s t  
and t h a t  t h e r e  W ~ L ?  b e  no more fai.l,ur*s? 

Unpaid axor t i za r r ion  seeris t o  b e  r e s p o n s i b l e  f o r  t h e  t e r m i n a t i o n s  r epo rzed  above. 

T a b l e  2s c o n f i r s  t h z c  t h e  n u h e r  o f  a c c o u n t s  d e l i . ~ q u e n t  f o r  more t h z n  150 C a y s  

i n c r z a s 5 d  frcn 22 i n  J a n u e r y ,  1983, t o  32 i n  J u l y .  The s t a t u s  of t h e s e  c u r r e n t  - 
accounzs  s u ~ g e s t s  t h a t  o c c u y r e ~ e  -- of  t e r n i n a t i o n s  h a s  n w  , 40 of  t h e  135 

a c t i v e  a c c o u n t s  were di?linque~.&to sone deg ree  (Table 29)  i n  J u l y ,  19.83. 
F 

Zioue.~er, f o r  t h e  f i r s t  s i x  months of 1983, recovery  of paynents  was 81.2X 

of rhe  a z s u n t s  due and payzble  on c c r r e n t  accoun t s  ( s ee  TzSle  30 and p.  1111, The 

o v e r a l l  rspz>y.zrLt r e c o r d ,  a s  r e f l e c t e d  i n  rhese s t a t i s ~ i c s ,  i s  app rox ima te ly  t h e  

szr.2 a s  ~ h z t  cf t h e  F l in i s t r j .  of Corn-erce and i n d u s t r y ' s  m a l l  b u s i n e s s  l oan  program 

( D L r 2 c c i o n  Gsnera l  de l a  ?eque?a E c 2 r e s a ) .  The X C I  program, of c o u r s e ,  does n o t  

a i t s r?? ;  t o  r . : a in ta in  the s a z e  deg-ee of c o a t r o l  over  d i s b u r s e c s n t s  and s u p e r v i s i o n  

of  5 c s F n z s s  p e r f o r a a n c e .  

A razjor f a c t o r  i n  t h e  d a t i n g  of t h e  u n s u c c e s s f u l  e n t e r p r i s e s ,  and t h e  r e c e n t  

zbssnc2  of re-:nations, is t h e  l e n g t h  oE t i m e  r e q u i r e d  f o r  app rova l  05 a ~ p l i c z t i o n a ,  

and s c b s z q x e n t l y ,  f o r  d i sbursement  t o  f o l l o w .  O f  135 a c t i v e  l o a n s ,  o n l y  5 hzve been  

a ? p r o . ~ e d  s i n c e  January, 1983. O f  these, o n l y  27 repr*s%nt f u l l  drsSursetr,e~.& o f  t h?  

sczs ap?roved (Tab13 3 1 ) .  

L+hi l e  t 5 e r e  a r e  no s u b s t s n t i a l  differences i n  ti le s i z e  d i s t r i b u t i o n  of t h e  

1 9 2  a p ? r 3 ~ * a l s  and the 135 active l o a n s  (Tables  16 and 321, t h e r e  i s  a d i s c r e p a n c y  

betvesr! t h e  i x a n  v a l u e . o f  r;.P_Ziopolitan and n o n - r e t r c p o l i t a ~  which  i s  q u i t e  s i g n i E -  

i c z n t :  $25 ,675  v e r s u s  516,792 (Tab12 33,  p. 117) .  The magnitude of t h i s  d i f f e r -  

ence  i s  even  g r z a t z r  f o r  i n d u s t r i a l  Loans. i n  a i l  c z s e s ,  c l i e n t s  witnLn Panama 

C i t y  have r e c e i v e d  m c h  Lzrger  l oan  v a l u e s .  

&.sng t h e  135 Loan z p p r o v a l s  were 25 (18.5:) which had been i n  a r r e a r s  f o r  

150 I r i y s  o r  =ore (Table 2 9 ) .  One-:bird of t h e s e  a re  invo lved  i n  food sales o r  i n  

f o c i  ?rocess in :  (Ta5le  3 5 ) .  >11 25 wer? ap?soved p ~ i o r  t o  t h e  f i n a l  q u a r r e r  of 

1532. :-io:;sver, tFtz lenzt 'n  of  t L i ; ? ~  r e q c i r e c  f o r  d<sburs:zer. t f o l  hol.~l.g app rovs1  

conl.-incz6 t h e  e7.,alu;?tior: 'ezn tha: Tor?  r z c c n ~  a p ? r o , i a l s  ha2 no t  ye: 'nzd s u f f i c i e n t  



tile tu tire t o  reach the 150-day deli-quency L e v e l  whit?. d e f i n e s  the " h i g h  ~ L s k "  

Loan c !a s s i f i ca tLon  ( p .  1 2 1 ) .  !4e e x p e c t  t h a t  over t h e  next: s e v e r a l  Wuarters, a 

nu;rler o f  actiue l o a n s  a?proved during t h e  second h a l t  of L982 will j o i n  t h e  h i g h  

r i s k  catagory as the Length of t h e  r e 5 u i r e d  S e c o - 2 s  s u f f i c i z n t .  

S i n c e  EL!? records :.rere e i t h e r  Lacking o r  i r , s u f f i c i e n t  f c r  t h e  p u r p o s e ,  a 

s z - p ' l e  survey of LOT of the a c z i v e  loans w a s  ccndcceed in t h e  f i e l d  t o  g a r h e r  in- 

£omairion on (1) ezployzent generated; (2) l o a n  ir,*~estxlent per j ~ b ;  ( 3 )  d i s b u r s e -  

r en t  of lo&? Lfunds; (4) i e c h n t c a l  assistance; c 5 )  c h a r z c t e r t s t i c s  o f  entr=.p:en%urs, 

and (5) exp;ana;icn oE chk "nigh r i sk"  Lozn a c c w n t s .  

I n  t h e  s a ~ p l e  of 53 c l i e n t s  inter~ieugd; ??B- jnhAad 3een generated f o r  an  

average of&,& p r  ent l r ; j r i_sp-  ' R e  p r c j e c t  p p r  sets a carge t  of  5 j obs  p e r  e n r 2 r -  

prise. ?rclj ec t  studies coziple ted b y  EZ? g r i o r  ts 3;jprov_s7?-0f ? ~ e ~ e l o ~ 2 ~ - - r p - r s ? o ~ e ~  

a g ~ a l  o f  5.Q5 .job; ?er e n t e r ? r i s e .  The cbse,r*>ed ~_r,ploym?nt Ls Y X - o L 2 h a t  *b-:?ich - - 
8 .  is expecre3.  %is f Lgu re  is reached xi tkxt  rrz,:mg a l l c j va r t c~  f ? r  _ t e ~ . L ~ z t ' ; G n s  arid 

: ~ i ~ h l r a x a L s ,  s ince  F r  is Szse4 on a sar,37,r of a c c L . ~ e  l o a ~ s ~ n ' i y .  S i n c e  12. of t h e  
_ _ A _  _-- 

53 sa:.?l? sur l l ey  =.nter?r i :=.s  are i n  thr hL$, risk c z t e g o r y ,  f u r t h e z x r e ,  ~n.e may 

p., rr r r .  
. ,  . _-.,e-t ::?.at the. FatreL oE en?loj.r-er?t generatr-d :1F11 dirr.F?..~r;n rn t?.e f - ~ ~ u r c  as S a s i n z s s -  

e s  ccn r inue  t o  close. 



1 are d i s b u r s e d  to sample f i r n s ,  t h e  c o s t  p e r  job  w i l l  r i s e  a d  w i l l  e v e n t u a l l y  

a p p r o x i z a t e  a f i g u r e  c l o s e  t o  $ 8 , 0 3 0 .  Tab le  38 a l s o  c o n f i ~ . ~  t h a t  j o j s  i n  i n d u s t r y  

a r e  much m r e  e x ? e z s i v e  t h a n  t h o s e  i n  c m d i z r c e  o r  serv ices ,  as t h e  pro jec t  ppsr 

p r e d i c t e d .  

Disbursements hzve been  r o u t i n e l y  de layed f o r  s m p E e  fim.s u n t i l  s f r e r  t h e  

end of t h e  g r a c e  p e r i o d .  The ~ e d i z n  g r a c e  p e r i o d  b a s  3 rr,onlt,_h~ b u t  c o u l d  be  as 

much as 23. But  =of rhe samzle wai t ed  for-fro.~&~~nlr~nnsSt~~w+ one vear  

before o b t a i n i n g  f r o n  80 t o  100LoGfei+-  -rQ), Oze hnporf~anT 

conseqcznce  of t h i s  i s  KO r s l u c e  t h e i r  2;~or:izatLon pa:ments,  s l n c e  t hey  have onLy 

beex cha rged  f c r  rhe p o r t i o n  o f  l o a n  r e c e i v e d .  Thls in turn h a s  reduced t h e  ? rob-  

a5il"ity of t h e i r  e n t e r i n g  t h e  "high r i sk"  c z t e g o r y  of LSD+ days af del ir ,quency.  

C o n t r o l  of  disbursezenrs, l i k e  zpproval  of a p p l i c a t i o n s ,  has been a s e 4  as a 

management t o o l - b y  ESP pe r sonne l .  Thz ? r imy category of Loan t o  which i t  hzs  been 

a p p l i e d  a p p e a r s  t o  be t h e  c l a s s  which i s  c o l l a t e r a l i z e d  by equipment pu rchases  c o  be 

~ a d e  at a  f u z u r e  dare w i ~ h  a  p o r t i o n  of t h e  loac .  In t h e s e  c a s e s ,  o n l y  a p o r t i o n  oE 

t h e  funds  ( s u f f i c i e n t  t o  cove r  t h e  purchzse)  i s  r e l e a s e d ;  t h e  bzlerlee i s  r e t a l n e d  

u n t L l  t h e  p r c h a s e  h a s  been d e l i v e r e d  end v e r i f i e d  ( p .  1 3 5 ) .  

Ho:=ever, c l i e n t s  a l s o  t r y  t o  r , a n i ? u l a t e  t'n2 b a l a n c z  of-rheF-&rc.r~u~,L%to r s -  

£ r a i n  fron a c c e ? t i n g  d i s b u r s e = ? n t s  as long as p o s s i b l e .  They do c h i s  because r k e F r  
- - - - - - - - - - - - - .- - . . - - - 

anortizz;:on p a j z e n t  h a s  been  p r o - r a t e d  cy E::? t o  co r r e spond  t o  the m c r : ~ n t  t hey  h a v e  

r e c e i v e d .  A b s t e n t i o n  from app ly ing  f o r  d i s b u r s e a e n t s  - - -  k ~ e p s  - .  t h e i r  p a 3 n i n t s  dn;rr;. I t 
--------- - - - 

a l s o  restricts the cor;l.?l,p_tioa ~f_tL-e--kvestxz~:rC--p-~ran~for which funds  vers  approved.  

A n  i n q u i r y  i n t o  t h e  p r o v i s i o n  of t e c h n i c z l  a s s i s c a n z e  d i s s ig sec i  t h a t  rha 

n e d i a n  nurber  s f  visits t o  c i F s n t s  uas 3,  w i t h  a  r ange  f r o c  ze ro  t o  7 .  Thzro w a s  no 

s i g n i f i c a n ~  d i f f e r e ~ c e  between v i s i t s  t o  n t c r o p o l i t a n  and non-metro?olLtan clients. 

High r i s k  c l i e n t s  i n  t h e  s-ple vere v i s i ~ e d  no r.ore cons i s t2n : ly  2nd no nore fre- 

q u e n t l y  than o t h e r s  (se- p .  137) .  

S a ~ p l e  s c r v e y  i c t e r v i e w s  I n d i c a t e  t h a t  a s s i s t a n c e  Is  of  l i t t l e  v a l u e  to>s 

hFgh ezd of t h e  d i s t r i S - u t ~ _ o ~ ~ ~ b j ~ - s i z e .  They need a h i g h e r  q u a l i t y  o f  se,r*;hce 

t h a n  3NT czrl p r o v i d e ,  i f  t hey  r.ocd x ~ y  a t  all. A t  t h e  low end ( fass i iy-opera te2  e n c e r -  

p r i s e s j ,  t h e  i n f o m l  n a t u r e  of t h e  5 u ~ I n e s s  r e n d e r s  managz3ent p r a c t i s e s  inarp3iicabLc. - 
There  i s  n e i t h e r  p ro .~ i s io r r  o f ,  not: i n t e r e s t  ir., t e c n n i c a l  a s s i s t t n c e  a t  t h i s  l e v e l .  

T e c h n i c a l  a s s i s t a n c e  now ?rodLded c 3 n s F s t s  of \ a s i c  t e c h n i q u e s :  f l l i n a .  r=cord-k2epLng,  

p a y r o l l ,  t z ~  r e c o r d s ,  c a l c u l a i l o n  o f  p r o f i t  and l o s s ,  e t c . ,  T h i s  i s  cost u s e f u l  for 



recipients of n i d - s i z o ,  l oans  who arz  r a k i n g  a s h L f c  fron wzge-r-'ork to business nan- 

agesenc. TC r e e n s  ill-suited for t hose  w h o  have zlreadg o??rar+d z b z s l n e s s  s u c c e s s -  

fuZLy f o r  a ~ e r i o d  of t i n e .  S p e c i a l i z e d  technic21 a d v i c ?  or  consu l tac iocn  o n  = m a g ? -  

cent,  naxufac tu r ing  or m a r k e t i n g  i s  n o t  avai labl2.  

X o s t  entrepreneurs were ovmer-operators, as prescribed by t h e  p r o j e c t  paper. 

bring the  course  of t h e  f L a l d  i n q u i r y ,  i e  becace clear c h a t  the inpression prsvails 

that favorftisn has de:e,~,ir-2d nh-kI-1 --operators r e c k i v e d  :he toaas. This tends - -  

t o  cloud t h e  reputation of the progrm and- :~ d e t a r  persons wi thou t  influence, k t  
2___ - --- 

was c l e a r  that pany successful apylicaats had obcziaed  earlier Loans at c o m e r c i a l  

7 - - -  --,es frox 3 2  &?d f r o m - o t .  .-r s o l ~ r c e s .  The ra  czs no z z a s ~ n  t3 S U S ~ Z C ~  -527  p h s y  - -----, 
.-^P._ 

-. . * 
neaded t'na i n t i t r a s e :  advantage p r o v i d e d  by rhiq -.;-"f o b s e r v a t i o n  692s cot 

z o p l y  K O  low-end borrowers w h o  have no ocher  sources a v a i l a b l e .  There wss tlc evi- 

. - .  - - aence chat pro; eccs  hzd besn  ~elec~&~"-'i?-':~ ~ ' 3  -.L:-.--..L -, r z L & w  - ,  

l oca l  suao l i e s  ,of d o r r . e s ~ i c ~ ~ z o d u c e d  goods and s e r ~ 5 c n s  (520, p ? ,  138-1391 . 
t" 

High-r isk  entrepr; .nzurs  ( t h e r s  bier=. 11 in ',he saT.pla) v e r e  of t h r e e  k i n d s :  

(1) chase  :?hose 0~26icarr,en: cou ld  be t rzeed t o  ~ L s z n b e r s f a n i j i n ~ s  cor.c,era",ng JLsbuzsz- 

-- ~ r n t s ;  ( 2 j  r h o s ~ ?  Ea:L3ed t3 obtain tFxeLy t z c h n i c z ?  assisczr-ce,  an5 ( 3 )  t h ~ s e  vizh 

ler?~ ~ t = ~ i  ".< r ". . ,_,,,zbLe co busizess csnSitLons b e ; ~ o n h ~ y o n e ' s  control. i n e  r z t h z r  s e r -  

-?-. . - Fous  f i c t ~ r e  af ~i:1z>e ~ ~ ~ Z L C ~ Z ~ C ~ S S  le2d5 to :he preii.ctL.=in t h z i  =I~: r~hsr  3cr-- A.,e s s f ~r 1- 



d z r l i e r  text stc:ions, t h e  e v a h a t i o a  ts--r has i d e n t i f i e d  a n u h e r  of issues which 

USAID/Pznwd and GO? ad:linistrators r e s p o n s i b l e  f o r  the supe rv i sed  c r e d i t  progra 

m y  x i s h  to a d d r e s s  in t h e  rsonths ?.head, TI32 p r e s e n t  s e c t i c a  ccntzins  z progru;? 

z s s e s s z e c t  which w i l l  f o c u s  on prcbl-is m e r g i n g  from t h e  e v a l u a ~ i o n .  The f o l l o v -  
I 

i n g  s e c t i o n  w i l l  a d d r e s s  n e c h a n i s n s  p r s s e n t i y  enployzd by ESP a d i r i n i s t r a t o r s  s eek -  

i n g  t o  dea l  krith t h a a  and w i l l  e v a l c a c e  t h e i r  e f f e c t i v e n e s s .  

I. The l e v e l  of a p ~ i W g a ~ . - r e ~ ~ ~ F : ~ - e d  by tile _prograa .  _ _- A--- - - 
DrrrFr,g 1983, ths n d e r  of pros?ectFv+ c l i 2 n c s  expressing i n t e r e s t  i n  ths 

program was given by rhe Departaect of A s a l y s i s  and E v a l u a t i o n  a s  50 p e r  math 

(p. 4 5 ) .  Datz p rov ided  by the d e p a r ~ r e n t  a f f i r z d  thar 15 o f  t h e s e  were advznced 

t o  t h e  poinc of p r o j e c t  s tudy  p r e p a r a t i o n  during t h e  same p e r i o d  (p. 4 7 ) .  h r i n g  

t h e  first two q u t r t e r s  of 198,, a p p r o v a l s  (Tzbie 15) werz s l i g h t l y  l e s s  than  6 p e r  - zonch. i n i s  i s  n o t  q u i t e  su f  E i c i e n t  to i-eerhepreec-t--?apar*~&2-3g t w e n t y  

a p p r o v a l s  p e r  a u z t e r .  -- 
G t h e r  &:a p r e s e n t e d  i n  C'na2ter IV (Tab12 8 )  confirms, hovever, t ha r  during 

1983, the r e j e c t F t n  r a t e  f a =  projec: szud5es dz3??2d sharply  %;hen conpazed w-irh t h s  - _ _-- 
second 3 a l f  of 1982 (p. 6 L ) :  s p r c i f F c a l l y ,  t h a  re jec t ion  r z t i o  . d r o p p d  frm 1:3 

C 

t o  1:1,5 ir-hile t h e  nu r3e r  of approvals renained carist-imt 2t 6 p e r  &or h! This 

zf te r  having beea dr2stically tightened dcrkng the s2cond half of 1932 ic r e s p x s e  - - 
to t he  sp2c:acular failure rate postsd by loans a ~ p r s v e d  during the E F r s t  half of 

1982 .  S t e  de ta l l ed  scr~aiy on p. 65. 

While Bad: officials refuse t o  d i s c u s s  t h i s  i s s u e  s ~ a c i f i c z l l y ,  the evEiria- 

i n t e n d e d  to regulate the 5icw of a?p l icz -q t s  towzrd attairdenc of a h i s h e r  pro?oreion 

of p o s t r i v e  outcozes  t h a n  w e r 3  ob tz lned  d u r i n g  t h e  f i r s t  yeir of t h e  pro~rzz! 

In simplest t e m . s ,  i f  a r a c i o  of 1:3 between accepted 2nd r s j s c t e d  proposals 



~ H o w e v * r ,  t h e  d ~ v e l o p z e n t  of  p o l i c y  g u i d e l i n e s  r e q u i r c d  f o r  p r o c e s s i n g  the inqair- 

ies of an expacded nucoer  of prospective a p p l i c m t s  m s t  be based on i n f o m a t i o n  ~ ~ gleaned f r o n  the f i r s t  2 1  months of exper iencs  w i t h  the program. Xc p r e smt ,  EN? 

~ pzrsonnel do not appezr t o  have processed a d  snalyzed t h a t  information. 

2 .  The d i s t r i S u t i o 3  of loans by s i z o  and type of  b u s i n e s s .  
--C------ -- ---- .- -.-"-- - 

The p r o j e c t  pa?er prescribed a distribution ~f l o a n s  by size and type .  The 

~ desired fraquency 57 t ype  f o r  the 323 loaqs pro?osed nay be c o n ? a e d  with the a c t u a l  

frequency by type for the first 192 approvals, zs fo l lows :  

Tareet and Actual F r e q u m c l e s :  B c s i n e s s  T y ~ s  

A ~ p r o v a l s :  21-conths 

% bv T y ~ e  
1 

Xean Value 
2 

Indusrrizl 33.9 $26,471 

Cosnercial 35.9 '23,155 

S e r ~ ~ i c e  30.2  18,719 

TOTAL 100.0 $22,679 

ij based on 292 a p p r o v a l s  in Tz51e  19 

Pro  jrct Ta t see s  

% by T v ~ e  Mean Value  

20.7 $68,000 

36.3 30,000 

43.0 18,000 

100 -0 $30,950 

1 2) bzsed on 135 active loans in Tz3le 33. 

A ~ o n g  t he  ap~rovzis to dace, t he re  i s  t, substzn~lzi excess  of i n d u s t r i a l  encsrprises, 

and a d e f i r i e n c ; ~  of s e r v i c e  f i m s .  Yo;;p:er, t h a  indcstrFes to which loans ha -~s  5 5 s  

t hen  sight zlso serve to reduce t h e  n u d e r  of w i t h d r c ~ w a l s  and t e r r d n t t i o n s .  

3. The d e l a y  i n  - k ~ L e z e c t i n ~  approva l s .  - - 

It h 3 3  5een frzquen'ly m t ? d  (Table 2 5 )  t h a t  of the 35 i o t a s  a?provei dur Ine - 
the  first h a l E  o f  1 5 3 3 ,  only 5 kavs received d l s b u r s e z x n r s .  The Fntz rva l  o f  t l x e  

. . -Aich f o l l o u s  zp2r3v;ll and precedes  d i s b u r s x e n ;  is n o t  discussed b y  BS? -- o f f i c r a i s ,  
. . noxever ,  i: would a??sar to b e  a primry factor in r?.otlvating clients i3 withdraw 

f r c n  the progrLy ,  I t  i s  a l s o  a reason f o r  o t3-ers  to a t c t s c  to the S a n k ' s  ada in ls -  



I .  The l e v e l  of disburserients. 

S y  3zne 3 0 )  7,933 192  projeczs had been z??roved ~ ~ 5 t h  a  t o t z L  p r o s p - 2 ~ t i ~ ~ e  

budze: - of  $4 ,517 ,213.  Eoveve r ,  o n l y  3 , O L ' ? , O i 2  (66:;)  had been d L s L u r s ~ d  by J u l y  3 1 ,  

1983. T r u e ,  a pro2or:ion of th? surn a ~ ? s o v e d  :<as locked i n  t h e  30 z p p r o v a l s  nade 

i n  19'33 and no r  d i s b u r s e d .  Zovever ,  znozg the 53 smpie  su rvey  cases alL d r a m  

fro3 t h e  f i l e  of a c t i v e  (appsaved _znd disbursed) Loais ,  o n l y  78.9% of disburse- 

nents hsd  h z e n  r e c e i v d  (Table 3P)! Oaty  27 active l o a n s  a r e  f u l l y  d i s b u r s e d  (Tab le  3 1 j  

S i n c e  t h e r e  is no adecuate e x p l a n a t i o n  for e i t h e r  ( I)  delay in r z l e a s i n g  

5anCs to z?proved projects in 1983, o r  (2: fzilure t o  r e 1 e z s e  total artocnts  ro 

Q f  zhs 192 loan  approvals,  33 have y e t  t o  be d i s b u r s e d .  O f  t h e  re~aining 

159, :her2 are 2/-  '1...5:i?drzwaLs and terzii~ations (Tab l e s  25-27), and 25 with l e v e l s  

of delii.,qucncy equal t o  cr greater t h m  153 dzys  (Ta3les 28-29) .  Ll;Ua-case5---A 

T h i s  nr3corce - - -. of failures a p ~ e a r s  to b e _ u ~ g c ~ c c _ 2 ~ - t a b 7 ~ -  T h e  a r g t ? m n t  t h a t  only I s m s  
/ 

bleL T i - 2  requLred Inclcdes a?? ro ,~z i  t i ~ e 2 ,  d l s b u r s e i x n t  tiae, grace p e r i o d  tic? 

ier-~ai. to register a significznt accunz of delirtqcency. and an additional in" 

- r r o s  rhc sa:?Le survey we i e z r n e d  char  o n l y  3 . 4  jobs pet enisr?rLs- ha2 t k u s  

Only 67% of ?he e~ploy>lnt t z r g e t  has been rsached in this sanple of l o a n s  fron 



7. Progzzm c o s t s - . a d  Ln~er3al zate of-  return. 
_..A - . ...-- 

Because the a d n i n i s  trativz- c o s t s  o f  the USAZD/COP s u p e r v i s 2 d  c r e d i t  p r o g r a q  

a r e  coraingled with t h o s e  of two other Trograns  (p. 16 abcve) t h e y  a r z  a p p o r t i x a d  

a c c o r d i n g  t o  a f s m l a  ( p .  22 ahn-~z)  which ass igns  382 of o f f i c e  expenses a t  t h e  

Gerencia E i e c u t i v a  de k s a r r o l l o  LocaL (GEDEL) to the Proprama cie P k  nFEicaci,on 

y Seneracion d c  Enuleo (PPGE), or supervised c r e d i t  p r o g r m .  No b a s i s  f o r  this 

f o r m l a  was provideiJ to  t h e  e v a l u a c i t h  team,  

Because  of the re tenr ive  a c t i r u d e  ma in t a ined  b y  B : ? ? ~ u I L ~ G ~ - ~ ~ ~ - K ~  - 
atiod p e r t a i n i n g  t o  b o t h  c l i e c e s ,  Loans 2nd a d m i n i s t r a t i v e  c o s t s  : h rou~?mut  t h e  eva l -  

uation, the s e n s i t i v i t y  a r t a l y s i s  req t res ted  b y  USA13 could n o t  'a2 p r o v i d e d ,  T'nerl- is 

evid~nce to F n d i c s r s  char  i S e  TPGZ o f f i c e  d o s s  not  have t h e  i n f o m a t i o n  r eques ted ;  

a t  Least, n o t  for mare than the p a s t  six eonths. 

I n  Tab le  41 o p p n s i t e ,  z - l e d g e r  - s h e e t  p r o v i d e d  by  t h e  Departsent of Opera t rocs  

for th2  f i r ~ i  s i x  nonrhs of 1983 has jeen a b s t r a c t 2 d  t o  show 2rofit and - -  loss. The 

p ro j ec t  papei ( 7 ~ .  30-31) p r o v i d e s  guidaqce  concern ing  che anticipated rate of 

r I t  is expec ted  t h a t  the e q u i l i b r i u n  point ;rill b e  reached " b e f o r e  yzar 

fiv-2 of the  projec? x ; h z n t ~ L ~ l  i r-az+-s~d t o t 2 1  expense a r e  eqcal, as i l l u s t r a t s d  







5 .  L e l ~ e l  - of ir,forr-_a2io;l.. about  the-program. 

." ~ec 'nn icz l  A s s L s t z c c e  po,rtzinLn~tp_-&?;uloymcnt d a t a  .t;;.re reportec!  i n  C;la?t'_rII - -z__- 

abo-JS ( p ? .  36-3?).  A generz; ccnclusion i s  t h a t  data zre l a c k i n g  f o r  _roug:21,5QZ 

of t h e  a z t i ~ ~ e  2-ccounts i n  b o t h  D??art~zzts. T n i s  i s  n o t  a j u d g e x e ? ~  of &he q c z l i t y - >  - - -  .- 
- 

of che data, but w r e l y  o f  thd presence  o r  a3sPnce of 3 data on t h i s  c r i t i c a l  

subject zrea. Ths  fo l lowing  s t a c m e n t  ( p .  43) cznnot  be'icproved upon s o  i t  i s  

quo ted  hsr? iz f u l l :  

Costs  o f  ad~inistering the US.;I3-kndcd 32GS have ncvzr Sezn s e p -  - c effectively f r o 2  t h o s e  of  t h e  o c h e r s  i .7iihin t n e  sane o f f i c e :  
~ 0 3 3 ) :  zzd 215. 

iihsx r ~ a r d s d  ac a l l ;  m p 1 o ; ~ e n t  d a t a  have  b e e n  r e p o r t e d  o n l y  once 
f o r  ezch climt. Tht date for r e p 3 r c i ~ g  hzs  no s i g i l i f i c a n c e .  I t  
docs r t 5 C  t 2 i : ~  place SF?: :onchs a f t ~ t r  F i rs t  d isburser .ent ,  2nd at six 
mat?- i r ,~ -? rva?s  z h e r z a f z e r ,  for 2::m;)? 2 '  

-. i n e  ncst FrporEant ccnclusim r each& by t h e  evalua:Fon tear?, zas the c n e  

w i z h  I.':~Lc:? ::12 s z x l j - l  uas  b e ~ z a .  The follo~ini: c p o t ~  is fron cur mer;lo of F e b m a r y  

2 5 ,  1 9 3 3 :  

Lnitiztiz? s u i t a 5 l z  informatioa g a ~ h e r i n g  p r o c e d u r e s ,  autonated dzta 
p r o z e s s i n ~ ,  an2 s t m d a r d i z e ?  r e p o r t i n ;  operations at ihz earliest 
o s s l b l c  dace 2C Z;? Ls a h i g h  r i o r r r y  o S j a z t i v e .  

O n l y  t h e  ?:iorlry has I n c r z z s e d  zs a -- L 1 = ~ ~ L t  3 f  the e v a l u z t i o n  no\? co~?let%d. The 

r.id,r.z?.~s of a szFra3le infor.3:Lo? s y s 2 m  havz  '3ssn D r z s s n t e d  in Appendix  J of 

chls rz?or;, 



- i r r f s m a t l o n  than t h e y  hzve zt hazd a t  r.zs.crnt.  ~ h z r e  i s  a g e n z r a l  asate?Etss, 

hoxever ,  tha: (1) t h e  le-le& ai?_f~i.L_ad enrarprgses- art5 ( 2 )  the - level -  of d 2 l i n -  

qumcy znon; =any c u r r e n t  a c c o u n t s  r h 5 c h  cay b e  on t h e  ed;e of f a i l u r e  are  t o o  

h i g h  t o  b e  c s n s i d e r s d - a c c a p t s b l e .  

This m a r m e s s  Is based  nare on an i n t u i t i v e  grasp of t h e  s l t u a t i a n  than .- 
02 any a t t m p t  a t  a c a l y s i s  o r  s y s t e m t i c  rz?ortl?.%. Foxever ,  i n  A? r iL  a ccrnpre- - 
hensLve r2vLe:J o f  a l l  active Loan zccocn t s  z a s  under taken by t he  C e p a r r z z n t  o f  

Supervision zcd >:onLtorFn~ x i c h  ~ ' n e  f o l l o w i n g  13i1sulis. O f  t h p  77 a p p r o ~ ~ a l s  

(presu~;i2bl:: f r o =  t h a  year  1932)  which r ~ ~ a i a s d  a c t i v e o r ~ o t ~ n ~ i a l l y  so  a t  that - - -  

~ 2 ~ 2 ,  a f cc r - fo ld  clasziElcatlsn xaa nade: 

Type A .  Uo 2roblec.s d i s c e r n e d  i n  t h e i r  
o p e r a t i ~ n  o r  r e p z y n e n t  per fo ,n-  
a x e .  

B .  Small p r o b l e n s  i n  t h s i r  opera-  
tFon  but n o t h i n 2  serious. :io 
lengthy d z l 2 n q u e n c y .  12 

TOTAL 

. . ,.,z do r,c-, :<LC:; ----. n;.., -5  L::Z re.i lz-. i  ;;as onklr Lr-.;olvsd :7i th 7 7  ~2 loan acccunts .  

- 
i t  : ; E ~ s  L ~ S O  1 3 ;  e:.;?laLnzj; : Y j j .  ::?is ~2*,-F5:.; :;as o n l y  cnd-.rcaIj,er. at ~ ~ i n t  i2 ~ ~ z . 2 .  

. . 
n;-.;2-;2r, it ;:2s a l s o  ~ : - g r z d  (5x1: f u l l y  docuEen:2jJj t i i a t  an 2ariFer  r ~ ~ ~ ~ ~ : ;  hzd 

bq2?n c n ~ e r ~ a ~ : - c r ,  i n  ;a-uzrj. '3j' se?.i3r staf: o f  ~ 2 : ; e ~ a l  d.33are7-.-3ntss Foil~.:,~in; i,-;is, 

a ncr3er 0 2  ~ G G Z  accac?. ts r;-r;. r 2 ~ z s ; r a ~ . 2 d ,  F . 2 . ,  r-?ayment s&eij:Jps a.zr=. e:ctended 

z-?S 2-.3C3t s = f  !-k 2 . -  ?a j r - l~ t s  r z d u c e d  ( r ? ~ F s  2 s  ~ = d F z L c ; ? c i o n ) .  - 
+.." . . - ? .  . . ~ 2 : s  :s s7:==-+25; ~ - , r ~ $ = . n , - c  

. - 
-.--, t 3  1 T ; Z S Z .  t:12 e * l ~ l c z t i , 2 2  fSt3 ri?r3l;trs Z h ~ t  3:;? 





s c c I ~ ~ ~ e ~ = ~ ~ a s , c ~ ~ ~ s E r , ~ c t F c n ,  equL?:en~ and .--orkLng c a p i t a l .  Lack of snffFcFe?.t - ---- - -  - - - 
i s o r k i n g  c a p i t a l  has heen-r? f r e q u e n t  c x ! ~ l a i n c  o f  z r o ? = i e c ~ r s  o f - ? o a n - s ~ ? p o ~ t ~ d  3r3- 

/- - ---- - * --.-- --.-A 

j e z t s .  This co;r;plaint snnuLd be  c o n z i d e r e d  i n  - f i e 2  of  t he  dlscrepaf icy  now e::Ls:ln; 

." ihs see t i o n  on e z 2 ~ 3 3 , ~ e . t  fo b;3 %ezjza=- ' . r_ in t;:e 3 ~ 3 ;  ZC: scz<l~z ~ = ~ ~ ~ i j . . . t l  - - -   ire^ 

not cc-Laic -~;.~_.stzt~?=i?t ?ettaini.~3-ta_types- oi j o b s  , -..-a~e-ln./els, o r  1~;;LcaL r e L a -  

t i c n s h i ?  of  Loan funds to e x p m s i o n  of cr?loTszt  r q ~ i r d .  The f a i l u r z  of  2c:Lva - - 
l o ~ n  a c c c u n t s  t o  r a e t  targets for g e n e z a t i o n  of ?r.?13;zezt can 5 2  ; r z c z d  i n  p z r t  zo 

ti?? f a i l u r e  o f  t52 p r o j e c t  s r ~ 2 y  to t z k e  c h i s  - - ?  -c,uireaznt s z r i o u s l y .  '?he prcsrnr 

l~ -v .zL  of er:,310;l~?.mt Frr e x i s r F n g  ~ U S ~ T I P S S ~ S  S O U L C - k  e:rya.L~a:fd, for c a r ? ? l s ,  to sea - 

. - .  
9 3 : i , : t :  on t h a ~  co+~:d -=.+ ..-L .-: w ~ ~ n ~ n  -' - t n e  t F x  fzz-3  ;3st&:13h?d by  i n 2  p r ~ j e z ; ~  SCC~;, .  

- -. . 
: n-.: nss r 2 s u  l t e ?  Ln "inio -a:" a r r z - ~ g ~ , ~ n t s  zcz<.3,2 ?;- ,T-; .~~KS, t'iLn t i ?  -, rS-:.:- 

=I - Y -2 











x r s o r n z !  d o  n o t  appreri 

a .  Llck  o f  specL~Liz:=i.on o f  serr i r -e s .  

b.  I n d i v i d u z l F z a t l o n  of solctions. 



i n  i d e n t i c a l  T.:ays by all. 

1Jerc2nalis;n i n  d c 2 l i n g  : ~ F e h  s c l i e n t ' s  needs i n e . r i t a b l y  Leads so coz .p - t i t i on  

t s o n g  Bank ezploy2es seeking t o  r e t a L n  - and  - ho ld  _ ___ -  i h s  pa t ronagz  of  parciculaf l o a n  
- - 

c u s t o m r s .  Owner-opera tors  :rho are confortabie i n  a "patron-cl ie : lc"  r z l a t i o n s h i ?  

with 3 8'd:lD enSye2,  coriverseiy , will be -regarded --as-L'-goud custmers" . 'Those :ho  

r e s e n t  t h 2  impl ied  inferiority of the p o s i t i o n  i n  uhich they are place4 xi11 be 

defined as "bad custorr,p,rs" and may b e  d e n i e d  t h e  s a m  l eve l  of su ;?por t  a?.! a _ z ? i c + -  

ance as "good c u ~ t o e t s ' ~ -  recei -~e:  

Some of t h e  a s s s r t i o n s  aade zbove iinisi be cgnsic',ereti as s p z c c l a t i v e  s i n c e  

clusion of the e - ~ a l u a t i o x  tteea f r o n  the e n t i r e  s e r i e s  of c o n t a c c s  v i t h  Ezn!i ec?lc ;y-  

ees is that personal is:^ rather than p r o f e s s i o n a L i s n  g u i d e s  a good d c a l  of t h e i r  

interactisn v i c h  i onn  r e c i p i e n t s .  

t h e  sczt:15 of t h ?  zccoc?. 

/ In,/estL~-zn of 2 results T n  (I) an a c c e p ~ a b L t  e x 2 l z n a -  --- 

. . 
?.as cot vat 3s2n ?aia; ( 2 )  asscranc-. tha: ~ a y ~ e c c  w i l l  b e  =add by-a-s?~cijf~d E x t r ~ r z  --- -- - - - - -- - 



p o r c e d  i e . 1 ~ 1  of r n ~ n t h l y  h~r~~2hoid incox? of t h e  j ~ r r o i l e r ?  '.;~IG r e a l l y  r u n s  t h i s  
- - 

bu-Lness  his q t l = . s ~ i o n  i s  especizll:;  i a p o r t a n t  whl-re t h z  c:znzr/borrou-.r h a s  an- 

o ~ h e r  j o b  a s  canay  of t h e m  do)? 

2. Changes in t:?e conditions of conduc tLng  t h e  business. 
-. 
ihEf total s c o p e  o f  b u s i n 2 s s  2c:ivity i n  vh ich  a c ' l i 2 n t  i s  engzgecf a f f e c i s  t h e  

p r o s p e c t s  o f  his loan-supported a c t i v i t y .  !-!any zrs  e n g a ~ z ?  i n  m l t i p l e  za :e r? rFses  

and t h e  c h a r a c t ? =  and cornposi t ion of these  ci~zir~;e ove r  tiz.2. Volunt. of s a l a s ,  -- ----- - -- 
b u s i z e s s  reccl?ts acd f a c t o r s  a f f e c t l a g  t h e  profit ~argin of  a n  e n t e r p r i s e  a r e  a l sc  

s u j j e c t  L O  c:?a:-32, 2 . g . ,  t h e  requir2;;lens t o  n e g ~ i i e t e  a n e w  Lease f o r  S ~ S ~ ~ S S S  - D C ? ~ -  

? z - . ,  ,, Chsnzts r? ? ~ F i e s ,  c c 3 t s ,  Zzvsl o f  i n , ~ s n t o r y ,  a c c 2 s s  t o  r a - i - a a c e r l a i s  and  re- 
-- - - -  

l a t c d  f a c t o r s  ar-r  a c r u a l  c m s r s  of f a i l u r e  t o  ~ a k a  m o n t h - l y - p a p - e n t s .  Thcy a r e  a l s o  - - -  
, . 

' c o r , d i t i o n s  wkLch c o n t r i b u t .  L~ t o  capac-ity of 2 f i r n  t o  a b s o r b  a l d i t i o z a l  c r e ~ : i  a s  sn 

adiciox. 

3. Chan;as i n  le-?el  o f  e-? loynznc g z n e r a t e d .  

-P ~ I i e  r e ? a ~ F o - s h L p  'sftiween b t s i n e s s  grocith o r  r e v e r s a l  2nd j o b s  c r e z z e i  o r  ccrr.- 

i n a t e c  i s  x.rerj' dynz~.Lc. B o t h  "5.2 n a t u r ?  of -.jar;.. (occu?aLFcns)  and ih=. d c r a t l o n  DE 



Bsnk p e r s o n n z l  :?ill bc a b l e  t o  c o n t r o l  t h e i r  cnrhus isan f o r  t h i s  sugg?stlon, i t  

s h o u l d  be p o i n t e d  occ t o  t h e 3  thac their f r z q u e x y  of  concact x i t h  c l i c n c s  p r o v i d e s  

r i u l c i p l e  o p ? o r t u n i t i e s  d u r i n z  each q u a r t e r  f o r  the  collection of chee  d z t a ,  Hov- 

The devziopmonf of a nanagesznr infor;?.acim systerri f o r  EN? m s t  b e s i n  w i c h  

ti12 p r e p a r a t i o n  o f  e:cperiir.en t a 2  i n s  t n c e n t s  f o r  da ta  ca?Lu_re- and data -=ocy?sin.~,. - - - - - -  . 
Through tt;r,ir canipul~tlon b y  t h e  a p p l i c a t i o n  of coaputeriztd r o u i i n . + s ,  p o w e r h l  

procedcres f o r  t h e  con: i ruous  c o n t r o l  of t h e  1032 porc5olio and su??or: o f  l o z n  

I .  The f i l e  f o L d z r  on 22ch loan a p p r o v a i  which is con tz ined  i n  th? 
zrc' :~ivo at E21P, c o n s i s t i ~ r g  of the a p p i ' i c z t  Lon fo rn ,  pro; ect sctidy , - 



Loan : ; , ~ 5 e r  Lozn ?.ecipien: S e x  - 
Laan 1;3tcrit 8 / L e g a l  P.e?resent. S ex - 
Loan a l d i c i a n  2 / B u s i n e s s  ? ; m e  

- B/ i o t a 1  Loan Locz t ion  of Lcan: P rov ince  

Loan 5y?e ( X , C , S )  C i c y  Co LT eg- 

Loan Clzss (Corp,  E'eers) D e s c r i p t i o n  of business a c t F v i t y  (Code) 



Loan Ty?= 
Thrn Loan Add F t i o x  Xst. 

?XOV;SCE P ~ D O S P  of t h e  Loan ( t ~ ~ e  of )sl:siness) (code) Loan &:ount 
L321: 

corF/zers. ?:aiie of the Eusiness!Cor?~:a:r3r. 
5 ex .Jpprovai Date 
size of  i . p p l i c a n c / l e g a l  Representncive (Year of 3i:ch)'- h o r c i z t t i o n  

F.-lr:izg ez?loyees, S z v / p r o j e c t e d  e q l o y e ~ s  T e r n  J f  Loan (? 

C e s i / p r o j e c ~ z d  enployees f o r  additional l o a c  Grace p e r i o d  

A c z , l a l  address, C i t y '  an? s t r e e t ,  Correg. Grace acor r i z z t  

AID f u n d s  

GOB funds 

B??? f u n d s  

Ad- A d d i t i o n  ? a t ?  

R e p e a t  above 

- -  . 
T- -.. ' ; - s i n s s s  /;:.::szrng Susiness  z l so  czlle2 acpl i f i c a z l o n  

2 

- ,  - - .  . - ,iscr:zuiron oi 1c;n :.~ncs: Cz?i:al T r a 5 a j o  (A13  c a u n t ,  GOE a ~ a n z t )  V e h i c u l o ,  Y-L-? or L? 

2s E c . u i ? r . ~ n  t ,i'.t3chLr,ery, ?= J C ~ A S  is b r ? i l < i X g ,  >,is0 B::? 
. .  . C. L~~~ z-.ouxr c;j,urse?, j /31 /83 ,  r e n a i n l e r ,  i. R e ~ e a t  for 7 / 1 5 / 5 3  if it hrs changed 

over 



P!onitors 1rng'r"z o f  d l s b u r s a l s  
. - 

Payaen: in a r r e z r s  :o pr>.c:?al 

?z;r,ent i n  arreers  co ii-,terests 

Monitors ezplo;-zent gener z:ed 

L -02 Displa;rs c c r a ? ~ t i o n a l  d i s c r i S u "  

Mon<:ors I zcoae generated 

For ic?zc: cn  business 

Control of up<z:e oE r z r o r d  



2 .  T h e  v a r i a b l e  l i s t  i s  a c t u a l l y  a s t r ~ c t u r c d  file f o r  coap : l t e r  a n a l y s i s  
an< z ! a n i ~ u l 3 t i o n  of t h e  iacrged d a t a  us in ;  the n i c r o - s o n p u r e r  r e c e n t l y  
i n s -  z l l e d  a t  U S I ~ Z D  h e a d k u a r t e r c ,  i n  ?x tama,  It i s  c o z ; i a t i b i e  w i t h  t52 
c i B a s ~ - ' ~  ; o f i n a r e  package f o r  fFLz n.xia,i.,rnmt and d a t a  ~ r o c e s s i n g .  

3 .  The d z f i n i t i o n s  needed f o r  r c f e r e n c r  w i t h  t h e  vz r i ab le  I f s t  (Tab le  4 6 )  
and d a t a  s o u r c e s  (Tab le s  44-45, Append ix  11-2)' ha:re Seen p:ep-.z2c! ar,i 
i n c l u d e d  be lo:^. They are i nc luded  a s  Table  47 ( f o u r  pages ) .  

!-iith t he  resoxrces r epo rcod  and indexed  a b c v e ,  i h e . e - ~ z l c a t i o n  6ra3 ccm;Jicted 

i t s  a s s i s n c = n i  und?r t h i s  c o n t r a c t  by  prepar ing  a s e ~  of 53 l o a n  r e c o r d s  fo r  each 

f l ~ m  in t h e  s2721e scrvey. These  r z c o r d s  are s u i t a b l e  f o r  f i l e  c o n s t r u c t i o n  and 

us2d f o r  t h e  i n i t i a i i o n  of con:inucus project moni to r ing  as d e s c r i b e d  above. A 

p r o j e c t  nanag-~ icx~e ,  a fo r rna t  f o r  s e a s t i v i t y  a n a l y s i s  of c o s t  data,  p r o f l i  and L C S S  -- - ---- - - -- - - 



T a b l e  47 

The ?ro-..ince i n  v>Lzh t h e  s x a l l  business is l o c a t e d :  

. - .  
T;?e cl~ss:iics~lor of t h e  l ~ z n  by :y?e o f  econoz i c  a c t i v i t y  as p r o p o s e ?  i n  





S t s t l ~ s  of t h e  p r o j e c i  as  of da te :  

O? I n  o p e r t r l o n  
C' C e r r a i o  !?reject nor i n  o p e r a e l o n  b u t  r ece ivsd  fun&) 
DE D e s i s t i d o  ( c i t e n t  2 e c i l e d  no t  t o  u s e  t h e  loai?) 
SE Seques t ra<o  ( F o r e c l o s e d  cr r epossesed  by U!;P) 
:iiI P r o j  ec t nor d i s b u r s ? d  ( l e g a l  charges n o t  i n c l u d e d )  
PO Lcan >.as been p a l 2  o f f  
SL' S u s ? ~ i n d i 5 o  (3::? I2cilel t c  d i s s o n c i ~ u e  fin.zir,clng a f c e r  Z i s b u r s a l )  

T o ~ a i  ~ a c - c  dis3ursed to d a t e  

Jzou;.,~ of p a p e r . t s  in a r r e a r s  to p r i n c i p a l  



3935 : G 3 : ;  
. . 

SaaS2r of  eap loyees  in p a y r o l l  generaced by t h e  Losn a s  verified in the f ;e lc  

J O 3 S  : CLASS 
., - Occupccional d i s c r r o c t ~ o n  o :  j cbs  c r e z t e d  w i t h  the l oan .  Onc-dlgLc CLEO cod2 

p e r  e.-.?loyes-. Exa:?le layout: 1 3 3 8 3 8 3  nearis 1 c a n t g e r ,  2 s a l e s r z n  2nd  5 

12 jar;- -- S 



A, l - 

Loan !;a. 

J O B S  : GSX 

J 0 3 S  : C'LASS 

S A L E S  : I:;Ci? 

D X T  


