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ABSTRACT

H Evaluation Abstract {Do not exced the space provided)

The project aims to increase employment and income opportunities for salvadorans from lower socio-economic groups
especially in Natonal Reconstructon Program (NRP) areas The project was implemented by the small and micro-
enterpnses promotion program of The Salvadoran Foundaton for Economic and Social Development
(PROPEMI/FUSADES) This final evaluation (march 31- may28/97) was conducted by Desarrollo, Investgacion y
Consutoria S A de C v (DEICO) teams on the basis of (1) survey to 111 credit clients/users, (2) project documents
provided by PROPEMI/FUSADES, and (3) appraisals of officials and persons directly releated to the project The purpose
was to promote the development of small enterpnises, specially those located within NRP zones, through the prowision of
credit, tratning and technical assistance The major findings and conclusions are

s This well-managed project became one of the most effective forms to carry out training, assessment and credit
services to entrepreneurs located in zones where the level of poverty is very high

¢ The implementing agency after the project 1s a sustainable institution

¢ The quahlty of human resources i1s one of the strengths that has identfied the implementning agency with its
clients

o The training and enterprise assessment guaranteed the health of a loan portfohio
The evaluators noted the followming “lessons”
¢ The inshtutionality, credibility and presence of the implementing organizabon contnbuted to its success

e The short-term operating and financial sustainability of promotion and development programs for small and
microenterprises do not guarantee their long-term sustainability

e The development and implementaton of management information systems are indispensable to guaranteeing
timely and transparent registnies for administenng financial programs efficiently

¢ The financial success of credit promotion and development programs are related directly to both its personnel s
stability and the integrabon of the credit component with training and technical assistance
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A.lD EVALUATION SUMMARY - PARTI

SUMMARY

J Summary of Evaluation Findings, Conclusions and Recommendations (Try not to exceed the three (3) pages provided) address
the following items

o Purpose of evaluation and methodology used e« Principal recommendations
® Purpose of activity(les) evaluated o Lessons learned
o Findings and conclusions (relate to questions)
Missions or Office Date This Summary Prepared Title And Date Of Full Evaluation Repert
>USAID/EL SALVADOR September 30/97 October 17, 1997

The purpose of the project was to promote the development of the small enterpnse with an emphasis on National Reconstruction
Program (PRN) zones through providing credits training and technical assistance The project defined four specific goals (1)
Average income increase for firms assisted, in excess of 30% (2) Average employment creation of one job by each firm assisted
for a total of 7,363 new jobs dunng the life-of-project. (3) Higher percentage of credits placed in areas of infiuence of the PRN, (4)
Higher percentage of beneficianes in areas determined to be ex-conflichve, with 4,417 jobs created dunng the life-of-project.

The evaluation included a review of major project activibes rotating credit line usage, non-credit training actwities, technical
assistance, investment and development; and project management, supervision and evaluation

The evaluation was conducted within the framework of project goals and achievements, project impact at the client/beneficiary,
nstfubonal, managenal, financial and technical levels, the financial situation in relaton to s financial and operational
sustainability; and, the project s impact by gender

The methodology used was to conduct and analize a survey among 111 credit clients, review documents provided by USAID and
implementing agency and data colection from officials and persons directly related with the project.

Findings and Conclusions

ROTATING CREDIT LINES

The records show that 52 2% of the onginal funds were assigned to clients within the PRN and 47 8% to non-PRN clients
However, of the total loans awarded dunng the Iife-of-project, 43% were made to microentrepreurs residing in the zones classified
as PRN and 57% to enterpnses in non-PRN areas The majonty of borrowers were located in the bigger cries of the zones
served or close to them, specifically those classified in the PRN  This achieved one project objective

The global goal for loans were achieved by making a total of 1,507 loans with a total value of $ 6,425,787 Of these loans, men
receved 56% and women 44% in terms of the number of lcans, and men received 64% and women 34% in terms of therr value
By sector, trade received 45% of loans made by number and 47% by value, and industry and services received 55% by number
and 53% by value

it was confirmed that 100% of PROPEMI S clients were the direct owners and/or administrators of their companies, financed with
therr own capital  98% were small or microenterpnses with assets under US$11 500, and 80% percent of the inthal loans were
made for amounts of US$1,150
The businesses that received loans generated and strengthened 6 jobs per loan Overall, the project generated and/or
strengthened a total of 9,144 jobs exceeding its goal by 24% Of these jobs, 33% were new, and 48% were obtained by women
In PRN zones, 3,036 jobs were generated and strengthened, comresponding to 71% of the total goal This underscores the
success of microenterpnse development projects and the generabon of employment for relatively disadvantaged populations
Thus, the clients have expenenced improvements to their standards of Iiving, levels of savings, businesses assets as well as their
income
The total portfolio as of December 1996 showed an amount of US $96,083 in overdue payments (outstanding debt) equal to
4 3% of the portfolio Hence, outstanding debt for overdue payments (4 3%) does not appear to represent a sigruficant nsk for
PROPEM s total portfolio However since the affected outstanding portfolio is 18 1% of the total, it 1s a matter of concemn if the
proper measures for its recuperation are not taken
The use of credit reflows was related positively to the larger rotation, improved portfolio health more solid enterpnses and more
selective placement 1n non-PRN zones However in PRN Zones credit was made to entrepreneurs with a greater geographic
mobility at longer terms, and to weak enterpnses with poor entrepreneunal orgarizaton

The study confirmed that PROPEMI maintained a similar commercial/financial system interest rate dunng the Iife-of-project.

IMPACTS BY GENDER

The impacts observed by gender are noteworthy Forty percent of the loans granted and 36% of the funds disbursed dunng the
fe of the project went to women-owned businesses These women also received 44% of the project training provided and
obtained 48% of the jobs created

Change was observed between the financing received With the first loan 80% received credits for amounts under US$1 150
and with the last, 94% received [cans for amounts between US$1 150 and over US$11 150 Further the evaluation unearthed no
evidence of restnchons to women s access to and participation in project activites

In businesses owned by men 53% of the wives/Iife companions participated in the actvities of the business 29% provided funds
to inibate the businesses, 53% participated In making decisions for the business and 45% participated in the adrministration of the

business




SUMMARY {continue)

TRAINING

The data show that 7 912 beneficianes have received some type of training

Project clients indicated that 73% of those surveyed did not recerved any training from PROPEMI  However, of those who did,
88% said that the training has helped them to improve communications with their employees, the orgaruzational capacity of the
business and relations with clients as well as their own families

TECHNICAL ASSISTANCE

The training as well as the credit assessment offered have been important in maintaining the portfolio's outstanding debt at a
relative low level Of the PRN s portfolio, an average of five wisits per loan were made Average wisits to non-PRN clients were
25 To follow-up on the loans, 5,390 credit assessments were made

INVESTIGATION AND DEVELOPMENT
The project conducted a study that identfied information from the PRN municipalihes considered in the implementation of the
Project, and ascertained the infrastructure and conditions under which the economic activibes of exssting businesses would occur

PROJECT MANAGEMENT

in terms of organizational structure, PROPEMI had the required human, financial and technical resources to maintain the quality
of the services offered to rts clients It designed and implemented a Portfolio Management System, which gave the program the
necessary registries to provide informaton in a rapid, tmely and transparent manner This system includes statistics of balances
and amounts, sources of funds and general data on approved lcans Through this system, one can obtain current reports by
region zone and the portfolio situation A complementary Program Management System prowvide financial reports by region and
cost center; and budgetary reports by month and cumulative reports by cost center and region

The analysis of its financial situation based on information provided by the insttution for the 1994-1996 penod showed that the
program has achieved its operating and financial sustainability However this sustainability cannot be guaranteed in the long run
if PROPEMI does not receive sufficient financial support to allow for the growth of its present portfolio

MAJOR LESSONS LFARNED
1 The institutionality, credibility, image and presence of an organizaton that promotes and develops projects for the small and
microenterpnse sector contnbute to its success

2 The short-term operating and financial sustainabxlity of promotion and development programs for small and microenterprises
do not guarantee their long-term sustainability

3 The design development and implementaton of management information systems are indispensable to guaranteeing timely
and fransparent registnes for administenng financial programs effictently

4 For marginal sectors work, identifying and charactenang target groups and providing the human resources to work with them
is essential to achieve the goals and purpose

5 The success of microenterprise development programs does not depend on the gender assisted both have the same
parhicipation levels and development potentials

6 The financial success of credit promotion and development program are related directly to both its personnel's stabilty and the
integration of the credit component with training and technical assistance
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Recommendations

Project Goal and Purpose
] For its sustainabiity, PROPEMI relies on funds generated by interest earned from loans and
commissions on credit assessments

L If 1t becomes a financial institution, it should consider contracting tramning and technical
assistance services with specialized compantes

L PROPEMI should share the lessons i1t learns with other organizations that have a similar
target group

Institutional Sustainability

L] PROPEMI should define its institutional position, whether 1t continues operating as a
promotional program for small and micro enterprises or becomes a formal financial
institution subject to the regulations of the Superintendency of the Financial System

L] For PROPEMI to maintain long-term sustainable growth, its portfolio must increase
sufficiently to reach a larger chientele

® To obtain better results from its resources, PROPEMI should invest iquid excesses in
low-nsk, easily recoverable bonds such as those issued by the Central Reserve Bank of El
Salvador and the Ministry of Treasury as long as it does not violate any regulations

o In order to obtain the financial resources needed to expand its loan portfolio, PROPEMI
should open agencies in the main cities of the country’s interior, especially where there are
no formal banking institutions

(] The management information systems should be adequate for the demands of the
Superintendency of the Financial System

L] Install PROPEMI’s Financial Information System with FUSADES as soon as possible, so that .
PROPEMI does not depend upon the centralized information system it has

L Install the Information System (SINFIN) to handle financial information by program/cost
center

Gender

L] PROPEMI must design methodologies for attention of family enterprises, especially those

administered by women

L Training and technical assistance must be offered according to the needs and education
level of women
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Project Assistance Completion Report

Final Report (English)
Final Report (Spanish)
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Annexes {(Spanish)

COMMENTS

__L. Comments By Mission, AID/W Office and Borrower/Qrantee On Full Report

- PROPEMI is one of the best financial NGO’s in R1 Salvador; ‘an effort that
maybe USAID should promote as a success story This is an NGO that took the
challenge of starting provision of credit in areas considered "High Risk
Areasg" Through the use of the right methodology, highly qualified personnel,
development of proper management information systems, etc they were able to
achieve the goal of successfully giving small and micro credits in the ex-
conflictive zones

According to their financial balances, they have reached sustainability and

they are covering all their costs Additional funding may be appropriate to
expand their portfolioc due to the increasing demand for its services This

may help them reach a long-term sustainability, avoiding the risk of leaving
the institution on their own before this situation is permanent

They are still to decide if they will keep on boiné a fipancial program under
° 7 _the FUSADES structure or if they are interested in becoming a formal financial
institution Should they choose the second option, they have enough capital to
do so

FUSADES had no additional comments to the final report of the evaluation

As a recommendation, in future Cooperative Agreements the difference between
creating and strengthening jobs should be clearly made and the gender issue
should be discussed since the beginning stages of design \

No further assistance to FUSADES is foreseen at the moment
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