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MAIN OBJECTIVES * To mcrease the economc output of the SME Sector 
* To increase employment by creatmg new jobs 
* To mcrease SME e m g s  and labor wages 

TARGET GROUP 

PROJECT'S COMPONENTS 

* Easting Mcro Enterpnses employmg up to 5 employees 
* Exlstmg Small Enterpnses employmg up to 15 employees 
(These Enterpnses could be engaged m manufacturing acbvihes 
services or trade ) 

CREDIT PROGRAM The Program promdes short term successive loans to 
Mzcro Entrepreneurs from L E 1,000 - 3,000 
Small Entrepreneurs from L E 5 000 - 25,000 
Loan Repayment Terms 4 - 12 month for workmg capital 

up to 18 month for Investment capital 

TECHNICAL & NON-FINANCIAL ASSISTANCE 

The project established The AIexandm Small Buslness Center {ASBC) to address the non-finanad 
needs of the SME Sector by prowdmg t r a m g  m produmon p l m n g  and quality improvement, 
management , and marketmg , a techcal  library and access to eAbihons and marketmg outlets 



THE SMALL & MICRO ENTERPRISE PROJECT 

THE ALEXANDRIA BUSINESS ASSOCIATION 

The Almandna Buszness Associakon (ABA) began its acbvmes m 1983 under the ampices of The 
A l e m d m  Chamber of Commerce and started off as the Economc Comrmttee for Busmessmen Its 
obecbve was to provlde support for the pnvate sector , promote the mterests of the busmessmen and 
consohdate busmess and soc~al hes amongst them The ABA had been mstnrmental m gnmg a 
"Voice" to the pnvate sector by representmg the sector to the government Tlus concept soon 
developed beyond &s scope to encompass the commmty s m c e  and the members began to 
contribute tune , money and effort towards ccmstructmg and upgradmg hospitals , schools and v m u s  
s o d  ~ t u t x m s  such as homes for the aged. 

These new achmhes necess~tated the formabon of an Independent enmy for the Busmessmen of 
Alexandna , accordugly The Alexandrza Buanessmen's Assocuztzon was fmded  and registered 
mth the Mmstry of Social Affairs under number 952 on March 12,1988 as a pnvate non-profit 
orgafllzabon Wlth a 15 member managing board under the chanmmshrp of Mohammed Ragab NOW 
the ABA as a whole represents nearly 300 large busmess concerns 

The USAIDEgypt was Impressed by the focus and duect~on of the ABA and entered Into a formal 
relahonshp wth the orgaruzatlon m 1989 to nnplement The Small % M m o  Enterprzse Project 
(SMEP) rn metropohtan Alexandna The management board then formed an Execuhve Commttee 
and selected Nab11 EIShama as the Executwe D~rector of the Project Mr ElSham has remamed as 
Execuhve Director smce the launch of the project 

The ABA has developed a strong relabondup wth the commerd banks m Alemdna The fimds 
provlded by the USAID , to ABNSMEP , are deposited wth the local banks , on whch the banks pay 
an mterest fee The total amount of the deposit then generates a c r d t  h e  avadable to the Project to 
extend to ~ t s  borrowers at commercd rates All cash handhg , mcludmg the loan release and 
mstallment payments, take place m the banks themselves, although the ABA nuns its own 
Management Znforma4m System (MIS) and employs all its loan officers and sta£F 

The credt program was mhated in January 1990 , and self-suBclency was acheved by January 1992, 
two years before the expected hme 



Smce lendmg began m January 1990 , ABA has taken a very measured approach m extendmg ~ t s  
services There has been some publrc promotm of the program , but largely the mfomratlon on the 
project has been spread by word-af~lzouth. Alexandna IS very densely populated , whrch allows for 
the spread of the program mthout much pubhc promottoa 

AU loans are gwen on an urdtwdaal baas, -out utdmq groups Although gmupmg ofbonowers 
was consr&.ed m the prelmmary phases of desgn , ~t rap~dty emerged &hat the Egypbam 
entrepreneurs were not e g  to jam mto groups On the other hand, EgypWm take a formal debt 
very seriously , as a comequence late repayment rarely goes above 1 5% of the aclbve portfol~o 

7%;: loan officer IS he- key dec~sion make; m &velo&ng n e i  cl~ents  he loan officers ( presentlv 
about 100 total ) are assigned to a branch office @resently eight branches) , each branch office has a , 
specific geographcal area of Metro Alexandna to cover The loan officer apprases the credtt needs : 
and develops the loan applicabon in concert wth the potenbal borrower ApphcaQons are then 
remewed by the branch management and in except~onal cases are referred to control management 
The excmonal cases usually mse when the proposed loan sue exceeds the norm sigtllticantly , or If 

, some - of the - tmef documen!at~on req_wred does not - appear - to be correct - - a 

For new and repeat borrowers , the loan releases are made on scheduled days throughout the months 
All new bo~]~owers meet at the branch office to rewve then- dts:buFsement &cheques after slgnmg the 
post-dated installment cheques as well as attendmg the 45 mute ~ 9 / 0 n e n t a t r o n  sessron gven 
by the Bntnch Manager at the end of a c h  dulfllrsement cheques are htnbuted 

I1 BRTEFING SESSION AGENDA 

Chats mtroduce themselves and state thm enterprise achwty 
Branch maz~lger explasfts lustory and purpose of ABAlSMEP 
Branch manager descnbes cre&t s e w  and emphasues unportance of an tune repayment 
Branch manager descnbes the borrower's responslbibes and opportmaes as a chent to A3A 
Branch manager descr i i  non-financ~al s e ~ c e s  of ABAlSh4EP 
Branch manager explams the contents af a f o b  tbat is prepared for each chent and mcludes the 
chsbursement cheque, a record book, and a sbcker mth the ABA logo 
Folders are dmnbuted to each chat  

The operananal approach to l e n b g  IS both mavatwe and tracbanal An approved bonower 
recaves a cheque m the amount of the loan, and signs postdated cheques ln the amount ofthe 
mstaummts that wdl m e  b e  over the course ofthe 'toan As each repayment ( at the respective 
bank office ) , tbe post-dated cheque IS shown as bang payment m full Late repayments are 
caflszdered "had cheques" and pendues caa mvalve fines or mpns~l~mmt timu& the legal system 
All burrowers who have reprud on-mne and m-fall are usually guaranteed subsequent finance , lf they 
so desire, and qual~@ for a larger loan 
The Management infolrnalxan System (MIS) , ogerated by the prqect, IS very tightly mixgrated mto 
the opex;t&onal approach All  on cm the borrower IS maulfamed by the project, dong wrth 
the status of the current and previous loans At the a d  of each busmess day, the bank that IS rece~vmg 
the repayments sends a f8x to the ABA and the m f i m  IS put dmctly mu the h4IS , vnth a dady 
report then generated for the management and loan officers The client's status report shows both 
payments that were made, as well as any that were rmssed. Any late payers are 13nnwkwly followed 
up by the responsble loan officer, along w& a letter of collection Zf the repayment trs strU not made 
after one we& the laan IS huned over to the Legal Deparonent for formal recourse 



The ABAISMEP , mce the mcephon of the lendtng program, has &aded its portfoho between 
elastlng "MICRO" entrepreneurs, meamg five or less employees, and exlshng "SMALLf' 
entrepreneurs, m e m g  6 - 15 employees The p W g  target for the portfoho was to have at least 
70 % of the borrowers from the MICRO category , although no prepdtce was held a g m t  the 
S W L  entrepreneur As the program has expanded, approxuzlittely 80 % of the borrowers have 
come fim the MICRO class~catlon Dunng the deslgn phase of the project, it was assumed that 
MICRO entrepreneurs would reqme loans of L E 1,000 - 3,000 ( US$300 - 1,000 ) , and that 
SMALL entrepreneurs would reqyre loans of L E 5,000 - 25,000 ( US$1,500 - 7,500 ) Those 
average loan mes have been adJusted somewhat based on market demand and usage 

Madly, mandanufactunng and procesmg was the pnmary targets of the SMEP Recently, however, the 
project has extended its assrstance to Include the s m c e  and trade categories The poafoho has been 
dmded among the achwbes shown below 

r Garments and ready-made clothing, including woven and kmtted clothmg 
Leather nroducts , mncludmg the manufacture of shoes, handbags, belts, jackets and other 
specialty items 
Wood vroducts , incluchng full and p m a l  fabrication of funuture items Ilke cham, tables , beds 
cabmets, and dressers Also wooden doors and wndows 

r Metal. ~roducts , whch include both manufacture and repalr of a w~de vanety of a lmnum , steel 
, brass, and iron products 
A rn~scellaneous category, that captures some of the huge vanety of products bang produced by 
the Mmcro Entrepreneurs such as glass, lampshades, plastlc products, spice gtlndng , and prepared 
foods 

The Manufacture category represents 70% of the portfoho, Trade about 22% whde Servlce 
category represents 8% 

SMAlL fflanllfadu~o Trade 
201 

MICRO 
7Wl 220/ 

Wh 

The program has concentrated ~ t s  semces m the metropohtan Alexandria area, whch has a 
popdaQcm of about 4 &on 
For program purposes, the c~ty  ~s broken down m geographcal sectmns for the locatron of the branch 
offices and assignment of the loan officers 
The project ~s currently extendmg more than 1,500 loans p a  month, on-bme repayment unow 
ex&g 99% 



The ABA , although erastmg as an organmuon premously , essentdy "started from scratch" wth ~ t s  
SMEP lendutg m 1990 The USAID h d s  (m US$) are deposted m the name of the project m 
several banks The banks allow mterest to acme to the same account at an mterest M e d  to the 
London Interbank Ove~mght Rate (LIBOR) The banks then make a h e  of cred~t avadable to the 
SMEP for lendmg m an equvalent amount of Egypha.~ Pounds (L E or Lwre Egyphen) The SMEP 
makes loans fkom the creht h e  , repayment by borrowers are placed back wrth the banks; to reduce 
the outstandmg amount of the credrt h e  T ~ I S  "collateral fund wth nght-of-offset" has worked very 
well , the o n p a l  fund deposited m US$ =tams its value agamst any deche m the exchange value 
of the L E and serves as a guarantee agamt default No default has yet occurred. 

The SMEP generally has a markup on its cost of captal to cover ~ t s  operahonal costs The USATD d ~ d  
provlde operahng expenses to the SMEP dunng its mhal operahon, but the SMEP became self- 
hancmg and reached a break-even pomt m almost two years from the begmmg of ~ t s  cred~t 
operahorn 
The project has contmued to cover all of its costs , as well as expand, smce early 1992 

The SMEP ~ntroduced a new Prowsron-for-Bad-Debt Pohcy based on the agmg of portfol~o 

The provlslons for doubtful debts are calculated as follows 

25% of the portfoho at nsk 3 1 - 60 days past due 
50% of the portfoho at nsk 61 - 90 days past due 

100% of the portfolio at nsk more than 90 days past due 

N B Cdculauons of the portfoho at nsk also include all undue d h n e n t s  

Accordmg to tlus pohcy the portfoho at nsk is around 1 7% of the outstanding portfoho 

For accountmg purposes , SMEP wntes-off uncollected mstallments once they reach I2 months 
beyond  the^ due date llus does not mean, however, that SMEP stops collechm procedures , the legal 
department contmues to collect these funds The mtes-off as a percentage of the average portfoho IS 
only0 91% 

SMEP has also m t a m e d  the cost per one US$ lent at 8 cents only and the cost per loan at about 
US$65 



I (5) STAFFMG ISSUES 

The Alexandria Busmess Assocxatxm actually has a m ~ s h y ,  of about 300 business people tiom 
the city of Alexandria For the purposes of the Small and Mcro Enterprise Project SMEP , a four 
person Execuhve C~mrmttee was formed from the Board Members wkch meets hwce monthly The 
Exemve Drrector of the project serves as a member of the Comrmttee, wh~ch addresses pallcy lssaes 
Decislcm malaag authority rests wth tfie branch managers, department heads and field personnel 
Major demons are Eaken by the Execatlve 131Fector and the Executive Comrmttee 

The n m b r  of permaneat staff has grown s u w y  , and currently houses an operations 
aepartment, exght branch &ices ~;mploymg approxunately 100 loan officers, as well as a MIS 
department, fiaancml and accoumng department, personnel department a legal departmat tand a 
deputy executive chrector 
The operatzans and techt~cal assistance Stagrepresent 65% , M e  a&mmhWzm and support staff 
represents 35% 

Loan Ofscers tfarmng rs a contlnumg Issue mth SMEP , as they are conbnually expandmg thev 
program and have a conbnumg demand for new officers, above and beyond mnnal staff turnover 
FoSlowmg recnatraent, the trauung program cansrsts of me week onentabm and awareness come, 
faowed by one week ded~catect spealically to ibmhme trmees WI& forms, documents and 
procedures, auother two weeks of mvassmg wth expenend loan officers, and SIX weeks of &Id 
t r m g  under the supervrsm of a branch manager f)unng h s  penod, they observe catefbllythe 
tnteractxon m e e n  the loan ofllcefs and then cfrants and learn the poltcres and procedures m deml 
Eveq T h e y ,  l&ey come to the Head Office to re- what they have seen Theoperabans 
manager gets to know the canduiates and canpdge thm opuuons 00 vanous SLWO~~S Ifthey appear 
to be progressurg wen , they wdi be asked to develop a few new cheats If the Jadgment apphed to 
these loan apphcatlons IS s& they wrll be assigned a coverage area and wdl shl l  be an probat~on 
mtd the mi of the thsd man& &crm thm date of b m  

Respons~bllit~es of the Extens~on Officer 
Developing new chents 
Completmg and submttrng loan apphcaaons for new and repeat chents 
Prepamg to dsburse loans gettmg clients to slgn mstallment cheques, Iistmg matunty dates in 
clmt record books and cl~ent follow-up cards , Qsburslng cheques 
Followmg-up on late repayments 
Sigmng client record books and updatmg client hstory cards on a monthly basls 
Acceptmg pre-payments in the branch, answering chent queshons, resolving client problems 

Requesting payment ccsluftmng" for cllents In unusual cucuflfstances 



ABAISMEP has developed an elaborate INCENTIVE SYSTEM whch has a sigtllficant effect on 
staff behavlor and project performance The system is fully automated, wth monthly bonuses 
calculated by the MIS system wthm a few days after the month end cut-off 
Loan OfEicers receive mcentnes based on repayment rates, achve chents, and the number of accepted 
loans, wrth a specd bonus related to accepted new loans Repayment rates and achve chents are the 
most s~@cant detemmmts of the monthly mcenhve Loan officers must adueve a repayment rate 
of 97% to qyahQ for the mcenhve program 

The office staff of the project also benefits from the mcenhve system, based on the workload of the 
ofllce represented m the number of processed loans dunng the month as well as the overall repayment 
rate of the project The Attorneys receive bonuses based on past due installments collected 

The ABA management IS very pleased wth the results of the mcenhve system, asserhng that the 
benefits far outweigh the costs The mcentxve program has also helped ABA meet its planned 
objechves m terms of number of borrowers , rates of repayment and admmstrahve efficiency 
The staff ~elech(Yn and development have been the key to ~nsmrng bgh  level of staffperfomce The 
mcenhve scheme as outlined above has contributed to the bgh level ofrepayment, andthereby 
canmbute susmwty 

In a&hm to the f i n a n d  mcenhves pad monthly, ABNSME holds an annual meehng wth all 
staff on Jan- 28th the mversary day of the launch of the project At tEus meehng , ABA presents 
awards honomg the Best Extens~on Officers, the Best Branch Manager, and the Best Chents of the 
year The identrficatm of staff m e r s  IS a g m  fully automated and follows certtun perfonnance 
d e s  

Transachm costs are small compared to the overall perfonnance Loan processmg m e  for new 
borrowers IS 14 days while it IS reduced for repeat borrowers to 72 hours from apphcahan Workload 
of the extennm officer IS set at no more than 150 achve chents Rescheddmg of loans are deaded by 
the Exec&ve Ihrector only 

The outcome has been that 

BY SETTING A STRICT POLICY, LOAN QUALITY IS STRENGTHEN ' 

S W h g  profite IS dependent on slolls, background and the successful complehon ofthe t r m g  
P=ogr= 



The Small and Mcro Enterprise Project established the 

ALEXAMRL4 SMALL BUSINESS CENTER "ASBC" 

as a techrucal support facd~ty deslgned to address the non-finmnal needs of entfeprenenrs It 
pafonns a complementary functllan to the cr&t dehvery mechmm 

Objectives of the ASBC 

Upgrade the manageml and techrucal slalls of clients 
Assist clients mth improving productron technolo@ to m a m e  efficiency and meet market 
needs 
Assist chents Pnth marketmg amwties 
Assist chents xn solwng techrucal and adrmmstrative problems 
Assist clients through prav~dmg updated knowledge and technology 

ABA beheves that non-Wed servlces are mpoftant and are creatrng value These se~ces may 
eventually reach finanaa.1 self-sufKaency No semces are provided free of charge 
Chents correctly, beheve that WHAT IS FOR FREE IS WORTHLESS 

I Four Types of Non-Fknanc~al Servlces 

1 Chent Triunmg Business tramng m taxabon, liscenclng, social security, marketrng and 
bookkeeping Technical trainmg m woodworkmg, garment malang, and other trades 

2 Marketlug Sourcing reW outlets for chent products , dtsplaymg products in the A3A 
showroom orgaming exlubitrons, and obmmng supply contracts on behalf of cllents 

3 L~brarv Mamtaming a library of catalogues that allow clients to be aware of new fashrons and 
production techmques etc Catalogues are avadable on subjects such as garment malung 
woodworkmg, leather crafts, and metalworkmg 

4 Techmcal Ass~stance Cooperatmg mth internauonal orgamzahons such as USAID through the 
International Executive Serv~ce Corps (IESC) and GTZ through CIM wth the sourcing of 
%olunteer experts from vanous sectors to prowde techrzlcal assistance to cl~ents To date leather 
makers, and woodworkers, and garment makers have benefited from t h ~ s  semce 

C b t s  pay a fee for n@ts to access the hbrary, for trarmng courses, and for techcal  assistance 
Products sold on behalf of chents, ather through the &(NV]EM]DL or throngh ather remi outlets, are 
marked-up by 20% 

The ASBC IS now also W g  the respmshhty for all t m m q  of neur ABA Exteflslm CXEcers as 
well as traurrng of managmat and staff of the SME pqects m Cmo, Port Sad, and Assrut, for 
wluch the Center e m  a tr;utung fee Other mternatld development foundatmns ( such as CARE 
of Egypt and UMPKINDP), me also contractmg mth ASBC for tramlng services 



ABNSME Project 
Stahstical Summary 

1990 - 1995 

Amount of loans granted in 
in m~llions L E 
in millions US$ 

Description 

No of loans lssued 

Amounts of loans I I 
outstanding in milhons L E I 1 75 1 4 04 

1990 

1,630 

1991 

4,509 

Loans Recovery Rate % 
as of 31/12/95 

No of Chents 

No of A c h e  Chents 
-- -- -- - - 

No of Staff Members 

99 93 

1,237 

1,012 
- 

26 

99.53 

3,748 

2,816 

51 

98 82 

6,270 

3,675 

78 

99.30 

9,701 

5,699 

119 

99 53 

14,590 

8,201 

158 

99 59 

20,991 

11,066 

190 

99 47 

20,991 

11,066 

190 



ACHIEVEMENTS 
UP TO 

OCTOBER 31 .I996 

I TOTAL AMOUNT LENT I L.E 169.048.250 f US$49.72 M ) 
TOTAL NUMBER OF LOANS 
AVERAGE LOAN SIZE 
TOTAL NUMBER OF CLIENTS 
ACTIVE PORTFOLIO SIZE 
LOANS OUTSTANDING 
LATEST REPAYMENT RATE 

I BRANCH OFFICES I 

62,225 
L.E. 2,700 ( US$ 800 ) 

25,325 
L.E. 50,295,714 ( US$14.80 M ) 
L.E. 29,834,366 ( US$ 8.78 M ) 

99.36 % 
LOAN SIZE CREATING ONE 
NEW JOB 
NUMBER OF JOBS CREATED 

I VICTORIA I MONTAZA I FLEMING I MOHARRAM BEY 
MANSHEYA ATTAREEN KARMOUZ I ARlREYA 

L.E. 2048 ( US$600 ) 
82,540 

I DEKHEILA 1 I I I 

I MAIN ACTIVITIES 

1 PAPER PRODUCTS I PRINTING PRESSES I BUILDING MATERIALS I 

GARMENTS 
METAL PRODUCTS 

I COOPERATING BANKS ] 

WOOD WORKING 
PLASTICS 

CLEANING ARTICLES 
CONTRACTORS 

EXPORT DEVELOPMENT BANK I NATIONAL BANK OF EGYPT 

LEATHER PRODUCTS 
GLASS PRODUCTS 

WAX PRODUCTS 
SERVICES 

FOOD PROCESSING 
TRADE & RETAIL 

OF EGYPT 
MISR BANK 

( 8 Branches ) 
BANK OF ALEXANDRIA 

( 6 Branches ) 
BANK OF CAIRO 

ARAB BANK 

( 4 Branches ) 
INTERNATIONAL ISLAMIC BANK 

( 5 Branches ) 
NATIONAL BANK OF ABU DHABI MASHREK BANK 



The ABA / SME Project Terms and Condlbons 

Item 

1 Locahon of 
S e ~ c e s  

2 Target Group and 
acbmhes 

3 Loan Size 

4 Cntena for 
Ehglbillty 

5 Grace Penod 

6 Mode of 
Repayment 

7 Guarantee and 
Collaterals 

8 Merest Rate 
9 A h s t r a t w e  

and other costs 
10 Requirements 

11 Procedures 

12 Dehvery offices 

13 Contact 
Information 

- -  - - -  

D e s c r i p t i o n  

- - -  

Metropoh  Alexandna 

-- -- - - 

Wcro Entrepreneurs 1 - 5 employees 
Small Entrepreneurs 6 - 15 employees 
MICRO NZln L E  1,000 Max L E  3,000 
SMALL NZln L E 5,000 Max L E 25,000 
Emstmg enterpnses undertakmg the follovvlng actimties manufacture, 
semces, retad busmess or trade 

No grace penod for workmg capital financmg 
Grace period varies between 1 and 2 months for fvred mvestment 
financ& 

The loan term 1s from 4 to 12 months for workmg capital, and up to 
18 months for fixed mvestment financmg 
None 

Market Interest rate (flat) 
None 

1 Idenbty Card 
2 Lease or ownershp contract for the enterprise site 
3 Social Secmty Certificate 
4 Work p m t ,  license 
5 Trade busmess commercial register 
6 Tax Card 

For first tune Micro borrowers , only the identity card and the 
lease/ownershq contracts are requlred 
1 Work on the loan apphcation d the loan officer Remew of 

apphcation by branch management For large loans, where the slze 
sigmf~cantly exceeds the norm, review by semor management IS 

requred 
2 Upon approval, new borrowers meet on speclfic dates, scheduled 

throughout the month, to receive ther loans and attend a brief 
sesslon wth other borrowers 

3 The borrower receives a check m the amount of the loan, and slgns 
post-dated checks m the amount of the installments 

Borrowers applying for the first tme receive ther loan withm 15 days, 
whde repeat loans are dsbursed w&m three days 
In a a o n  to the head office, chents are served through elght branch 
offices The project extends its credt through the branches of m e  
banks (28 branches) 
NABIL A ELSHAMT, Executive D~redor, 
52, El-Horreya Avenue 
Alexandna 1 152 1 - Egypt 


