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This evaluation of the Rural Development fund of the Industrial Bank of
Peru (BIP) is the first of four lLmpact cvaluations £o test mechodologies to
evaluate the impact of small scale enterprise projects. Development Alter-
natlives Inc. (DAI) has been contracted by the Office of Urban Development of
the Agency of International bevelopment to conduct these evaluations ana?thcn
write a manual of operationdl guidelines Lo assist futurelenterprise project
evalugtions.

This evaluation was conducted during five weeks in January - February
1982 for & total of sixteen person weeks of time. Three team members spent
the first week pretesting the questionnaire and gathering data from the BIP
Centrul offica. Two weevks were then spent in the field gatherihg primary and
5euuud;ry data. The social analyst joine! utherADAI team members for one week

in thu.field. ‘b;ta analysis and writing dominated the last ﬁuo long weeks.of time
i Peru.

Although the final product is a synthesis of all team members' efforts,
Jean-Jacques Deschamps concuntrated un the financial ;nalysis, Joseph Recinos

ot bank administration, Beatriz Clover on entrepreneur profiles and Susan Gold-

mark on economic analysis.

s

Our thanks to all who graciocusly assisted us in this effort. Special
mention must be given to Nestor Corbetto, Chief of Relations with International
Organizations who spared no e¢ftorts to hunt down the most arcane piece of adata,

’ d and ather
Geurgye Wachtenheim who shower® s with secretarial/support and Michael Farbman
oL the OLfice of Urban Development whoge enthusiasm made this workX paossible.

t

Susan Goldmark
. Team Leader
February 1982
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T EXECUTIVE SUMMARY

EVALUATION FINDINGS

The Rural Levelopment fund P'vogram of the Industrial Bank of Peru
(B1lr) funded by the Covernment of bPuru and USALD, has had considerable pPOsSLCive
lmpact since lts inception in 1974%. 1t has fustered income generation, created
employment opportunities and contributed to economic development in the slerra
and high jungle departments serviced by ﬁank branches. The small enterprise
lending program deserves further support wud e¢xpansion.

Small enterprise lending has now been institutionalized within the BIP.
Such loans grew from 3.4% to over 50% of all new loans eitended in 1975 and the
first nine months of 1981 respectively. Although delinquegcy rates are relatively

[ 4
low, negative lnterest rates caused the complete decapitalization of the Fund by
1981,

The FDR was a key factor stimulating the decentralization.of authoritcy
to branch offices since increased branch approval authority was a condition
prcuududt set by AID.

Loans are well diversified geographically with none of the 19 participatin
Lranches accounting for over 16.5% of total lending in 1980. Sixty percent or
Lvans disbursed from 1478-81 were less than about 52600 and only ten percent we e
wvetr 312,400, indicating that the bank 1s fulfilling its objective.of serving
alt o suurce of smaller loans despite temptations to make fewer, larger loans.

DAl sample survey results of 85 enterpreneurs interviewed in four FDK
brauchs indicates that,on average,betwesn the time of the first FDR loan and

Lhe |[resentc:

8 sales incruased overall by 160% or. 28% per year,

o) gross income ncreased by $16,000,

u Net lncomc yrew Ly over SUs per ywar,

o total asscts increased by 200%, or 72% per year,

w net worth uimu;t uadrupale |, represanting a yearly racreasc

of over bHus,
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¢ level of indebtedness tell from 2.39 to, 49.
In additaion:

0 the average payback period per FDR loan was three and one
half years in terms of economlce value added,

0 loan repayments rcprgscnted 31% of total net incpme before
interest costs at current prevaliling interest rates,

O curlrent returh on sales wa.. 29% for industrial, artisan,éommcrcial
and agricultural firms while service enterprises showed a healthy 43s return.

kExtrapolations trom these surveyed results indicaté that total loan

funds disbursed since proyram inception have helped to ?enerate each year
about

o $60 million in net profits and salaries to owners,

O $19 million in incowme to new employees,

o £50 million in sales to Peruvian suppliars,

bach dollar of loun funds, thus, has contributed to about $3.00 in
estimated new lngoume,

Approximately $7,00u orf loan funds helped to generate one additional full
time job; thus the entire progyram has helped'to create about 6150 jobs. On
averadu, about $2700 ot loans funds helped to sustain jobs existing at time
of first lodn disbursal or create new Jobs. Thus, approximately 15,700 jobs

have been sustained or created.
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SCOMMENDAT LONS ¢

Some suyyestions to improve the small enterprise lending program further are:

o to computerize branches to tree staff form tedicus paperwork and
improve the bank’; management information system,

o to lmprove the current filing systems within branches,

o to report on the sources and applications of FDR funds in soles on
an annuual basis to AID,

v tu include information on actual sales,yross and net profits and employment
at time ot loan application within fcdsibillty studies.

U Lo update the credit manual so that it may serve a useful management
function,

v Lo requdire each branch to report on total number of loans disbursed,
delingyuencires and defaults with an aginy of overdue accounts on an annual
Dasis,

o] Lo create an automatic mechanism by which loans may retain their real
value 1! processing time remains an average of three months or streamline
current Jdisbursement policies,

0 to select a higher proportion of field staff for future overseas
trainling courses,

s} to charge branches for the cost of funds and services provided by the
central brunch, but not panalize unprotital.le branches,

o to clarify to sub-borrowers that ipterest rates may éhange automatically
wilh an vstimate of the potential increase during loan period,

9] to iucrease efforts to provide additional banking servicus to FDR borrowers
and to c¢lients who have graduated to commercial loan le .,
o to expand technical assistance to sub-borcro.ers but charge a subsidized tev

for such services.
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II. PrOJECT OBJECTIVES

the
The general objectives orf Kural Anterprlse Development Program I and II

were to contribute to GOP efforts in rural development and to instituticnalize
credit and technical assistance programs to develop, finance and manage new or
existing small scale eaterprises 1n ladustry, serviceSor, commerce. Sub-
borrowers would be chosen froum enterprises which did not have accuss to credit
on reasonable terms and could meet basic selection critecia of employment
genuration, income distribution, hiyh valuew added and conform to GOé development
plans. The specific objectives of kural Entarprises I and‘II were tO contribute
tu the:
development and strengthening of rural enterprises;
- creation of new employment opportunities;
- yeneration and improved distribution of income, and
increased and self sustalning levels of economic activity which would:
1) reduce investment risk;
11) provide a business infrastructure conducive to attracting
larqer scale industrial investment to the region;
111} support agricultural development; and
1v) improve general quality of life making the sierra and the high
jungle areds more attractive places to live thus reducing the:

migration to over crowded coastal cities.

Project implementation activities were to assist the establishment and
cixpansion of a revolving credit fund, promote rural enterprises, streagthen
techinical ussistance capacity, pruvide yreater oﬁtreacn capability, reducse
credit uarrlers and instituticonalize small enterprise development lending

culhicepts within the BIP.
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L1I. ANALYSIS OF THE RUKAL DLEVELOPMENT FUND (FDK)

A. Background

l. Rationale for BIP selection

According to its statutes, BIP's principal objective is to
promote industrial developmeﬁc of the country through selective use of
its financial resources. Although this does not preclude financing
large and medium-sized industrial projects, which still represent 70% of

the total loan porttolio, since the early 1970's BIP has focused more

attention on small enterprises. While small enterprise lending represented

only J4.4% of total loans extended by the bank in 13974 and again in 1975
(thwe year the FDR program began), it jumped to over 40% of all new loan

actaivity in 1980 and approximately S0% for the first nine months of 198l1.

If this dramatic increase in its lending programs to small
enterprises 1s partly due to the FDR Fund itself, it also reflects a de-
cisive shift in the bank's strategies as a whole. Contrary to commercial
banks, BlP's development bank nature enabled it to uassume the usually
higher risk as well as subsidized rates stemming fromsmall enterprise lend-

ing. 1Its selection in 1974 as the implementing institution for the FDR was

therefore fully justified.

BIP 1is still Peru's only industrial development bank and
due to the limitations imposed on medium-~term lending by commercial banks(l),

Lt rumairns the major single source of medium~term credit to the small private

industrial sector. COFIDE, which has become the GOP's primary wholesaler

(1) Commercial banks are currently prohibited to extend loans of over one
vedr's duration; this has forced the creation of private finance com=
panles (FPinancieras) that could offer such services.

BEST AVAILABLE COPY



of public fuldy Lo the indusCrial woeutor, 1o Maiily gudisd LOweid.

public klcms.

P4

2. TInlitiation of the FDLR

AEte? signing lpgn Aqruuuuqt Nu., 927-W-U57, the vDR otfi-

clally uLartcd opcrdtxuns 1u Novuqur Lals, Ini1tial ruding was egulvalent
i

Lu US40 lelioq,.of ghlun SU e dlion were couwmmitted by ALD (55,7 million
tur Luans to um;ll rural cnturpelse, 50.73 mxllxon‘for related techunical
wonistance)and 54 million were contributed by the BIP . In addition, 34
mrliton uf AID funds were varmarked tor QHDEZA, a public orgyanization set up
Tu cu@ruxuute reconstruction effores after the cataScrophic 1970 earthquake.
However, due Lo QRLUEZA's oryanizationulproblems, $32.3 million of those funds,
whcluding $200,000 foﬁ tecthnnicul assistance, were Cransferced to the FUR in
AuguaL Lu77; the GOP conctributed an additional $1.2 million in cowterpart
| SVTTTY EN

Until 1977, only four of Perd's ten mouncainous {sicrra)l
Lepaftients weee cuv#rud Ly Lhe prdgrum, nam: Ly Quzco, Junin, Puno and
Ayacucho.  In August 1977, thw progran wai cxpandued o the siurra Dupu:tquuca
vl Cajamarca, HuunCuVullCa(Q) and Apurimac and to the higin Jjungle LDepartaenc

o tHluanhucu.

In May 1979, loan Agyroemsnt No. 527-T-0Ld was siygned, calling
tur Lurthcf expansion of Lthe program. Eight million dollacs were comaltted
LY ALL duriny Lhe sccund phuuuf i whach $bub,uuuvuetu fur tuchnical adsist-
ance, wid 32,7 million Ly the BlE,  Luring this second pliase, the FDR was

cXpandod LO Lhe predonunantly sicrra beparuncnts of Ancs v and Pasco, to

{l) Loun terms to the GO for Wural pEnturprlses I were a 40 year amortization
petiud with 2% tnterest charyed during a 10 year grade period and 3w Liere=
afruer.

(23 oabluhaughy UL haos an olfiee 1 Huanicavelica with ayuenCy status, luouus are
Cappteved and supervised LY the HuanCayo dranch in Junsn departhwant.

L4) Loan Letis to the Gul tor Rurel cnterpelses I waie a 25 year amortiZalion
peliod wich 2% anterest chatgued during a 10 year grace perlod and 38 thavu-
afcer. 1o both Cuses, the GOP used Lhese tunds to capitalizs Lha BLP,
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the mountainous areas of the coastal Departments of Arequipa, La Libertad,
Piura, Moguegua and Tacna and to the jungle or high jungle Departments of
Amazouas, Sanh Martin, Loreto (Districts of Pucallpa and Yurimaguas) and
Madre de Dios. By the time the program started later that year, the FDR
therefore covered a total of 19 Departments, including most of Peru's sierra

and hlgh jungle regions.

B. FDR Organization

L. History
The FDR was initiated in November 1975 in the four sierra
Departments listed above. However, the program started slowly, and until
1v77, total loans extenﬁed were relatively modest as compared to budget.
Takxng avurage cxchange rates for each year, loan disbursements totaled
only 566,200 in 1975 and $1,875,200 in 1976, before jumping to §3,llﬁ,600

in 1977 with the expansion of Phase I in August 1977.

Slow implementation was mainly due to a clash in lending
policies between the BIP's traditional lines of credit and the FDR.
Branch administractors, credit officers and other technical staff in the
field had difficulty understanding the new lending copmcepts enbodied by
the FDR, not to mention their adverse reaction towards the latter's vastly
more flexible criteria with respect to credit and risk analysis, collateral
and level of indebtedness. It was reported that in some cases branch-level
credit committees would meet an entire day to review FDR loan application
and would adjourn without having approved one single credit, as trgditional

bank attitudes towards credit and legal matters would prove iasurmountable.

To provide initial impetus'co the program, FDR coordinators
were appointed at branch level. Although this was fully justified by the
unique cliaracter of the program within the bank, it also was a source of
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problems. The FDR coordinator, with his own portfolio his own customers
and his own FDR promotional activities, in effect became "a brangh within

a branch” according to one former administrator. These problems were
compounded by the different treatment and support received from the Central
office by branch officials. During the first phase of the program, FDR
coordinators wére brought back to Lima for 2-to-3 day seminars at the

end of each month and received strong encouragement and operating support
from the central office, whereas branch adwministrators and credit officers
rarely had contact with Lima. Such double standards tended to create

misconceptions and jealousies against FDR staff.

After late 1977, the FDR was, however, in full swing, due
Lo the unrelentlng cttorts of FUOR staff, and in particular the head of the
FUR wiit 1n Lima. FDR lending concepts were being becter understood both
at central and branch level, credit experience with existing sub-borrowers
wds proving satisfactory and the potential impact of the loans on the
iocal cconomy was starting to be seen. This led to the institutionaliza-
tion of the program in 1980, whereby FDR coaordinators disappeared at
branch level. The FDR portfolio was integrated within other BIP lending
programs,although it still kept its identity‘for accounting and reporting
purposes. Since then, the FDR has been handled indiscriminately by BIP
credit officers, the loan approval process following the Same channels

and being subject to the same approval level authority as other lines.

It is now clear that the FDR has had a profound effect on
the BIP, and that 1ts full institutivnalizdtion is a reflection of the

bank's acceptance and wWicowdyuwent of an entirely new type of lending

activitiuvs, Initial reluctance of pank officials has changed into enthusiasm
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for a program they strongly intend to pursue and extend to other areas
of the country. At local level, the FDR has now taken precedence over
other lending programs in the sicrra and is seen at the single most

essential lending activity by branch staft.

2. Central Level Administration

The FDR Fund has undergone substantial management changes
since 1ts inceptlion in 1975, During its first stage, the Fund was managed
as a section under BIP's Studiesi and Development Division, a technical
assistance and research section of the bark. The Division, however, was
not really equiped to manage o credit program and, as previously mentioned,
almost two years passed before loan activity took off. The FDR became a
unit of the Industrial Credit Division and the BIP, under AiD pressure,

) ¥
began to take a more active role in administering the fund.

In 1980, the growing importance of the FDR Fund caused BIP
to cruate a separate unit staffed by three professional banking séecialiscs
directly responsible to the BIP Financial Manager and eliminate the
FOR position in branch offices. Final approval of FDR sub-loans was almost
totally delegared to the BIP branch offices with no limit on the number of
loans placed. 1/
»»This evaluation has found that the BIP central office has done an
excellent job in decentralizing and institutionalizing the. FDR program to the

branch level.

3. Branch Level Administratiocn

a. Organization Chart and Explanation

1/ The decapitalization of the fund has caused additional restrictlions
to be placed on lending. Within certain BIP branches, FDR funds now
only be may used to finance industrial small businesses in the provincial
Ccapltals or commercial, service and industrial loans in the rural areas
of tarygeted provinces.
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IART 1
INDUSTRIAL EARNK OF PERU

Branch Organizational Chart
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A typical branch is organized into four principal
departments: Administrative, Credit, Operations and Legal (See Chart (1)),
The Decentralized Credit, Internal Credit and Credit Recuperation Committees
all fallunder the control of the Administrative section. The Credit and
Technical section covers credit promotion, processing and evaluation of loan
applitutivia b serations covers budgeting, accounting, cash transdctions,
and porttfolio supervision. The Legal section controls all contract oyeégtionu,
legal recovery on toreclosed loans and provides legal counsel to Administrative
persounel,

Reviewing progress made in administering FDA funds since the

programs inception, the following can be cited as positive gains:

¢ FDR loans have been totally integrated into credit
officers' lending portfolios. These loans are now
reqularly discussed at credit committee meetingé. At
the branch offices visited, all credit personnel were
pleased with the eliminaticon of the FDR loan officer
and the general practice vf rotating credit officers’
portfolios every two months.

Pyramid lines of authority were respected, in three
of the branches visited but not excessively rigid.
The same flow process was recently adoped in Cuzco,
where a new administrator found that ghe previous
lack of delegation of authority to bank officers
created bottlenecks and inefficiencies.

In general the branch offices visited were mandaged well and

officers were found to be satisfied with their jobs.

b. FDR Supervision Burden Compared to Commercial Loans

The supervision burden of monitoring FDR loans has

14

been much lower than expected., Bank officials assumed that given the

(1) The Decentralized Committues have the following approval levels:
- Arequipa, Huancayo, Piura and Trujillo: $27,372 - $3b6,496
- Cusco, Huanuco, Chiclayo, Chimbote, Tarapoto: $21,898 - $29,197
- Cajamarca, Ica, Jaen, Pucallpa, Puno, San Ramon and Tacna: 514,598 -521,898
- Ayacucho, Huaraz and Iquitos: $9,124 - 514,598

BEST AVAILABLE COPY



s natbure of small businesses (M0 sophisticated business expertlise, little
markcCing information, low yuarant@es and capital input Dy borrowers),
recuvery of outstanding debt would lead to high supervision costs. An anal-
vsis of the Cuzco branch's administrative cnd gsupervisory costs, nowever,
{1
reveals that the average FODR loan cost only $49 to process and collect.
This was 37+ (518.30) more than the cust of adminiscering lcans to
borrowers paying commrcial rates of interest and wich normal lcan guarantecws.
y
However, the lower delinguency and default racesof FDR loans should offset
these huigher admunistration costs. Surprisingly, only an average of four
hours of bank technical sctaff's time ($17.30 per lcan) was ragquired to viait

a prospective borrower and analyze ths feasibilicy of the proposed projec:.(z)

c. Promotiunal Activitius

. Local branches now take more initiative to promote the
FDR program than during its ¢arly years. Cantral offices in Lima, never-
theluss, still provide Key promotional assistance. Over the last three
years, the bIP has broudcast radio and television spot announcaments and
prroduced a sophisticated tlttuen anuﬁu color film which was shown in movia

theaters L0 Lima dand may be used in future preomofional activities,

At the branch level, new promoticnal campaigns have

Leyun which include:

® Door to door contact: Beginaning in 1982, a new
Huancayo branch policy will be no longer to rely
caclusively on general village meetings, but instead
to conduct inturviews with existing clients and
Cdfyutl potuntlal new borrowers Ln a systematlic and
coordinated wmanner.

(1) When overhead costs are included, then the average cost per FDR loan iy
524, Sea Armex LU tor broakduowin of custs. :
(2} Zee Annex & tor an example of a typical feasibilicy study.
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° Seeking clicnts in areas affected by local natural
disasters: In Cuzco, bank personnel will give priority
to small business owners in areas affected by flooding.
Random selection of new borrowers: Huanuco and Cajamarca
identify new clients through personal contact with past
borrowers, friends of bank officials and through essen-
tially "word of mouth",

According to an analysis of bank documents, approximately
46% of all FDR loans were given to rural enterprises outside the provincial
capitals. The promotional campaign exceeded the initial program goals.
Indeed, the BIP cannot currently mecet the demand for small enterprise loans.
For example, 1n Cajamarca, bank officials estimate a demand of $3.2 million
of credit in 1982 for small enterprises in the branch's geographical area.
Since revenue from FDR loan repayment and new savings are estimated tO be
$50,000 and §$1.2 million respectively, a potential unsatisfied demand of
$1.9 million exists. Thus, unless additional funds are forthcoming, promotional
activitivs should be minimized and priority given to borrowers with high

income and employment ygeneration potentlal.

In accordance with this idea, in October 1luydl, the BI?
central office submitted to USAID a new budget to use a portion of remaining
Rural Enterprises II technical assistance funds to cogduct feasibility
studies of potential high income and employment generation projects. BIP
will then seek small enterprise borrowers willing to invest in these

profitable ventures. USAID/Peru recently approved the budget outline.

The guneral administrator of Cuzco has recommended a

similar method of plnpointing specific new small enterprise clients

which maximlize ilncome and employment and require little

technical and administrative supervision . The Cuzco
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branch has buegun to work with COFIDE's Credit Committes to determine

how thcy might complement each other's activitlies. One suggestion

under consideration is - for the BIP Cuzco branch to target its loans tu
businesses supplying goods or services to large COFIDE-financed agro-
industrial or industrial projects. Such small businesses would then have
assured markets for their products, contribute to regional economic de-

velopment, and lower BIP's risk.

d. Personnel Policies

Professional staff‘receive periodic reviews for salary
increéases. Bonuses or incentive programs for loans placed or recovered are
not systematically used, although subjective recommendations based on these
criteria are made for advancement into higher paying positions. Prior to
1579, FDR promotors received higher incomes and benefits than non-FDR
employces in similar positions within branches. One reason for eliminating
this position was to stop the growing friction between the FDR promotor and

other credit officers within branch offices.

The BIP's reassignment policy is to rotate branch administrators
every three years with 1ncreases in salary and rank. Administrators never
change their management function nor are they reassigned to Lima. These

administrative guidelines do not, however, apply to middle level managers

who generally stay in thelr home provinces.

One wmportant recommendation for BIP is to give

a larger percentage ot job benefits to field rather thanm Lima staff. Central

mihagement argues that it is easier to replace BIP Lima personnel during one to two

v
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month technical assistance courses than field staff. Thus, the bank
has not ygiven many scliolarships to its field staff in the past. This

policy may generate dissatisfaction and loss of morale among field staff

and should be reviewed.

The BIP tuchnical assistance budget recently approved
by USAID does provide technical assistance courses for branch officers
k?O field staff members versus 20 from the Lima Central office), as well
as scholarships for 10 peoplu to receive one month foreign training courses.
It is hoped that a majurity of these people will be gelected from among tha

field statt.

4, 'DIC Management Systems

a. Credit Manual

A credit manual can be a usaful way to institutionallze

a proyram, and reduce dupendance on strong personalities within the Bank to
carry policies forward. Althoughi the FDR program, for 111 préctxcal pur=
poses, has been lnscitutionalized, the manual is #.1 asset that has not

been properly utilized. With the changes and experience gained in managing
the system over the years a far better manual can now be written. The

present manual consists of a ten page document which is not essentially
different from the criteria listed in USAID documents. It notes categories

of beneficiaries eligible for credit, the technical criteria needed, collateral
cobligutions, maximuwe financing levels and minimum contributions requlred

from borrowers. In essence, the manual 1s technically superficial for ican

Officurs and shivuld be upgraded.

L.  Loan Munitoring

individual loan folders were generally ordérly and

broken down into 6 categories for each processed loan:
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Application forms.
Accounting information received.

Technical analysis of the locan, and repayment
feasibility.

lazgul informacion required for loan processing and
contract agreement.

Disbursement documents and recelpts for equipment
and raw materials purchased.

Recent wroitten correspondence between the borrower

and B1IP including moathly overdue slips and super-
vislon reportys when applicable.,

Application forms were usually only partially compleQed
lacking Prorit/Loss, Balance sheet and cmploywent information. As the FDR
loan progyram developed over the years, balance sheet information fLom a certified
acgountant was required. Thus, 78% of ull small businesses interviewed
had outuide accountants.  koeyuiring certified balance sheets for loan app;uVal
has forced borrowers to adoupt clementary accounting methods bufb the added paper-
wOrk has slowed down the loan approval process. Techﬁical analysis
of thce loans are basically well done including investment description, type
of loan under consideration, itemized usce of borro@ed funds, loan quarant;és
(and 1f necessary an 1temized recent valuation of borrr ... assets), potential
market analysis, btechnical conslderations, and pyu jected Profit and Loss and
Balance shecets under 1A X1 mum production of capital assets purchased and/orb
working capital used. Supervision reports, when found,ﬁsually waere written
only atter loan rucipients had missced three monthly payments, but did attempt
to pinpoint problem:. and whoetlhwr bank technical or management assistance could

resolve them.,

C. Luan Keuvord:

Unturtunately, record keeping procedures varivd widely
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among branches. Such differences are summarized in the following chart:

Chart 2

- e e

Huanuco (1) Ledgers were kept for FDKR loan applicants.

(2) Scparate tile numbers were issued tor each luan
regardless Lf loans were tfor the same borrower.

(3) Borrowers were also listed alphabetically but
without any cross-refervnce as to whether an
individual had more than one file number.

(4) Cancelled loanhs were kept in an orderly fashion
in a suparate filing system.

Huancayo (L) ledguers chordlng all IOk 'ovat applicants, and thelr
appraval status were only wmalntained for the first
fuw years of the progyram. 1In subsSequent years, only
by looking dat the files themselves, could one tell
i1t they were approved or not.

(2) Separate file nubers were issued for cach loan, regard-
less 1f 1t was the same borrower, and no alphabetical
listings were available.

Cuzco - (1) Complete ledygers were kept on FDR loan applicants for
the cntive PDR period.

(2) Separate file nunbers were issued for ecach loan, regard-
less LE 1t was the same borrower.

(3) Borrowers were also listed alphabetically and crass-
refurenced; however, it was not possible to determine
from records whether the same borrower received more
than one loan.

(4) Filies of cancelled luans were not removed from those

of active luans but not organized so that they could
.be located for future reference.

C

b

jamarca (1) Ledgers were kept for FDR loan applicants during the
entire loan period.

(2) Differing from the other 3 branches visited, the same
file number was used for all loans yiven to the same
borrower. :

(3) Alphabetical list ugs were also avallable, but were not
necessary for cross-referencing.

(4) Cancelled loans were in the same filing system as active
files.,

sSince wlitective loan management requires up-to-date, consistoent

and cross-referenced files, BIP management should take steps to upgrade the
currcent tiling system. !

v
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d. IBranch Reporting to Cuntral Level

All reports except C[Or urgent matters wired by telex are
sent to Lima by public or private mail service. Once reccived, part of this
information is stored on a central computer with printouts usually taking
3-4 weeks before being returned] to the various branch otfices. Huancayo has
recently tnutalled o computer tevminal, thoereby cutting lte  responug Ui
to outside inyuiries., Unlortunately, ounly certaln specillc data Lu storced.

Past file documents, howoever, hdave not been transferred to computer storage,
greatly Lnhibiting che retrival of such lmportant information.

After 1979, when USAID/Lima no longer required the submission
of starlistical data, the FDR administrative unit in Lima also no longer requested
such iLnformation from branch offices. Documents and statistical data,in general,
were dJdifficult to find for this evaluation at the Lranch level for the years
1975 ro 1981 and at the central ievel from 1979 to 1981. ‘This indicates a lack
of courdination betwewen Lranch offices and the central vtfice, The
filing and information retrival system needs to be improved and once computer
terminals are installed at all branch offices, past and present FOR performancs
data from file reports, should be transferred to a central computer data bank.

e. BLP Reporting to USAID/Lima

An analysis of USAID documents reveals that the Agency has
cnly +rricd to monitor the FDR and not overly impose its will, The suytantial
successes of the project clearly indicate this was the currect decision-to

make.,
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An analysis of USAID files for Phase II of the loan progyram
shows an average of one report suantted by BIP Central offices every 2
months from July 197Y chrough January 1982, Project reports are usually
two pages long and divided into five principle sections: Disbursement
status (in turn divided into cumulative accrued pay~cuts, percentage
of tutal project tunds dishursed, accrued expenditures during the previous
quarter and percentage of time elapsed since project initiation), a Status
Sumunary Problems and Delays and Major Activities for future months.

USAID/Peru has carefully monitored all technical assistance
expenses, discussing disbursements with BIP management prior to their
capjoroval.,  AID officers' critical analysis has been notably important
1n selecting BIP officlals Lor overseas training, Muoouer measure of
carcetul monitoring is on-site project reyiew. ‘he USAID personnel FDR
prb)ect monitor has visited'about 6 branches each year over the last three
years. Durling Rural bEnterprises Tan analysis was made by USAID/Lima
personnel Laterviewing ten sub-borrowers at each branch to determine wﬂecner
higyher interest rates could be charged on borrowed funds., The final report
indicated they could ardsubsequently interest rates were increased by the
BlP.

Monitoring a loan program, but not coﬁtrollinq its function
1s a difficult Lalance to achieve, One clear recommendation to USAID for future
proyrams of this type iu to require detailed information from BIP on a yearly
basls to insure that the Central level can legitimately ask branch offices ftor

updated information.  This is eéxpecially true in light or the quality control
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found lacking at the branch level. For instance, the following data should
fuve been required by USALD rrom the BIP cach year:

1. Sources and applications or all FODR funds in soles;

2. Actual salus, yrous profiis and net jroflts at time of loan application
and projections of expecred increase due Lo disbursed loans;

4. 'he number of actual jobs at time of loan application and estimated
johis Lo De Created;

4, 'the total nwnbor: ol louans, delimguency and dufallt ratus Lor each branch
with the aying of overdue loans.

5.  FDR Management Performasce

d. Intcrnal vProductiviry

Besides providing o data bank for instant in_formation
retrival, computers could also release staff from time-consuming manual
Calculations and ;ucurd hewvpeing.,  This not only applivs to clerical help,
but Lo bank otficers as well, -Intcrvicwed bank administrators noted that
one OfF their goals, once computer terminals are installed and programmed,
is to Lncrease the branch otfice's outreach by opening bank agencies. These
could be staffed by bank officers released from excessive paperwork. This
outreach approach will also give branch officers an opportunity to increase
their management skills and authoritv, The continued exp&nsion of computer
tucpnology use is highly recommended as a method to improve internal BIP

productivity, especially at the branchlevel. The use of cowmputer technology

v
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bucomss cven more wmperative with BLP's catry into savings and increased con-
mercial Lank operdtions. Withoul computer asslstance bank employees will
soun be overwhelmed with paperwork in the toreseeable future,

L. Le llnquent. Loan

After loans are 3 months overdue and the‘borrower has
recelved 3 notices, loan cllents are reviewed by a coqplttee to decide 1if
1) a one month extension should be yiven, 2) Bank technical or mdndgément
assistance 1s needed or 3) the loan should be called and i f uecessary,ylegal
proceedings taken. 1The low non-recoverable loan rates are admirable for a
development bank dealing with small businesses., One possible concern for
th’e future, however, 1s the legal problew of using personal assets as
gJuarantees for “loans. UBank officiuls interviewed felt such past guarantee§
and the possibiliey of bank Forweclosure had been a strong incentive to
repay monthly loan pdymchS.l/ In considerinq the FDR approach for other

loan programs, this potoential prroblem bears turther examination,

C. Technical Assistance

1. Internal Tecluical Assistance
FDit Technical assistance under Phase I (1975-1980)
totaled $500,000 in grant funds and covered approximately, according to BIP

e 2
officlals:i—

$ 150,000 to increase Central (Lima) office computer capacity,

R4

120,000 to purchase vehicle;

3 LL,000 courses tor bank personnel  outside of the country,

1/ GSewe Section LI LC on culluteral for further discussion of this 1ssue
2/  ALQ documents for Phase L of the FDR Program were not available.
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$

o

?

105,000

100,000

for course work inside Peru by Branch personnel and purchase of
textbook matcrials,

1) to contract private uonsuiCauts to.-conduct feasibility studies
LUL 1w wuiccted borruwers, 2) cover the cost of in-country short-
term courses in credit management, and 3) sponsor eight 2 mongh
scholarships tor training outside of Peru (notably Spain and Mexico
at established development banks).

Under Phase II USAID FDR grant funds totalled $500,000

and were used for the following items:

$

L%

104,245
10,000

165,755

purchase of vehicles,

Technical and business adininistration courses for small borrower%’and
are still avallable and have been committed to sponsor: 1) Reqgional
courses for bank personnel in credit analysis, better accounting
practices and streamlining legal criteria for processing of loans
($35,750), 2) Une month scholarships abroad for bank off;cers
{$30,000), 1) Tuchnical asslistace courses fbr sub-borrowers in
speclfic ficelds, 4) bPublicicy campaiqn; at rogional fairs and
conférences ($13,700), S) a BIP financed study for hOusing materials
($9,000), 6) Co-sponsoring formation of an artisan center ($66,150)
and 7) in depth feasibility studies for potential bank sub-borrowers
{$100,000) .

-

Over the course of the FDR Phase I program 808 of all

technical assistance funds to LIP were used for BIP institutional build up and

L0¢ tor

DR sub=borrower technical assistance. The Phase II Project Paper

however, earmarked 48% of T.A. funds for BIP institution building and 52% for

"m

i

.A. funds fOr technical assistance to sub-borrowers. As previously mentioned

one or the principal complaints against FWR's past use of
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fundis was that Lime 8Iv personncld monopolized toreign scholarships
and traininyg., 1lndications are Lhat this policy will be changed 1n the
neal tuture.
One additional tecluiival support cost totally borne by the
Bl ot v ves menrioning. FPor a nuwiber of years, BIP has defrayed up to
. , work During
5U% ol university coursetosts for all bank cuployees. /  visits by the
cvaluation team to bthu_:h llices, wany buank ofticers sald thuy werc
taking advantaye of the proyram. ‘the installation of computer terminals
at vach branch and subsecquent savings in bank personnel time, should
enable more stalf to take advantage of this opportunity.
UsSALD-funded technical asuistance for BIP institutional building
hgs achieved one of its Joals: [t can be categorically stated that the

lncreased autonomy ol BIP branches to adminlster and apprcov

* not
only small business, but all loan portfoulios, was a direct result of the
sucCess of‘the FOR program. Strengthening BIP technical and management
capablilities at the branch l;vel is now required, especially through better
information and.data manaygement sysStes, ' r

2. Technical Asslistance to Sub-Borrowers

Technical assistance to sub-borrowers has not been systematic.
For example, in Huancayo, 6 courses have been held for marketing, management
and’ exp:ort policy assistance since 19795, averaging 2-3 days per course

entrepruneurs

with 20~25/in attendance.  In cach case, the initiative to sponsor the course
Came Lrom Lima.  During l'hase o, technical assistance also took the form of
the direct hire of outside consultants to analyze the feasibility of small
business loans. 'In one example, out of 12 studies, not one loan recommnendation
was approved by the bank loan committee. This approach was soon ended and
in~house technical and analytical capability improved at the branch level

wlth uccasional technical support from Lima.
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Over 52% of sub=-borrowers interviewed in Cusco, Cajamarca,
Huancayo and Huanuco reported they had received s$0 w type of technical
assistance from the BIP. uf this number, 28% received help with feasibility
studies, 85% in filling out the application forms, 30% in direct accounting
assistance, 12% in marketing and 5% in product processing., Logistical support
to credit officers in the tor™of wvehicle transportation and per diem expenses
were generally adequdtc.l

Recently approved USAID funding to the BIP will sponsor techaical
asslstance courses in product processing to S00 entrepreneurs in Huancayo,
Huaraz, TIca and Cusco.z/ BlP will also jointly sponsor an artisan marketing
centur with other government agencies and finaAcing specific feasibiliFy

.

studies on attractive investmeant opportunities for small businesses.

An important question of course, is whether the BIP will continue
such asslstance after USAID technical assistance . funds are exhausted., It
i reconmended that BLP continue and cxpand such technical assistance but
chargye g nominal foe to participants, This wouid help insure that borrowers
would tuke this tralning seriously and help defray the bank's costs. Many
interviewed sub-borrowers said they welcomed more technical assistance ;nd

would Le willing to pay a reasonable fue tor such services.

1/ However, the Cusco branch had only six year old, 4 whezel drive vehicle
T wnich constantly required repairs; outlying towns visited by Huancayo
branch officers had no hotel accommodations, forcing them to sleep-
in the car.

2/ SENATI, a GOP funded small enterprise training school, will collaborate
with HIP on this venture.
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D. INTERNAL CONTROLS

1. Loan Approval Authority

BIP is stronyly decentralized, and over 80s% of ail loans
can be approved locally. The FDR was prob iuly the single most influentiél
factor in the decentralization of authority to branch offices since increased
branch approval authority was a condition precedent -et by AID, Loan approval
authority granted to local branches was increased gradually; and by 1979,

¥
when the second phase of the program-bagan, FDR branches could approve

loans locally up to the following amounts:

$25,000 for Cuzco, Huancayo (Dpeartment of Junin) and

Trujillo

$12,500 for Puno, Huanuco, Chiclayo, Piura and Tacna

AN |

$7,500 for Ayacucho, Cajamarca, Huaraz, Ica, Iquitos

{Loreto) Pucallpa and Chimbote (Ancash)

No approval authority for Abancay (Apurimac), Huancavelica,

Tumbes and Moauegua, which were agencies under the control of regional b£anches.
BIP now has a three tier local approval system, whereby the

branch administrator alone can approve up to a certain loan amount, larger

credits then going to the Credit Committee, usually composed of the branch

adminlstrator, senior credit officer, legal officer and‘accountant; the

st1ll laryer credits are received by the Decentralized Committee composed

of the Credit Cdmmictee members plus two local people from outside BIP (in

the case of Huanuco, the Administrator of the Banco Agrario and a representative

from the M;nistry of Industry). Local approval levels have been increased

since 1979; the Decentralized Committee's approval limit was found to vary

)
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. : . . . . 1
from approximately $22,000 in Cajamarca to $37,000 in Huancayo.—/

2. Approval Critecia

The main loan eligibility criteria agreed upon with AID
. ) 2/

prior to implementation were as follows: —

- the chterprise was not sligible for alternative
flnanclnyg on reasonable teoms

- it belonged to the artisan, small-scale industry,
services, or small-scale ayribusiness sector

- maximum loan size was 560,000

- maximum loan/employment generation ratio would be
34,000

- Minimum value added coefficient would be 15%.

-. FDR loan amount would represent a maximum of 90% of -
the amount of the investment, the sub-borrower contributing at least 10%

- Collateral was required for the full amount of the
lcan, although collateral policies were to be substantially more flexible

than rfor other BIP programs.

a. Qualifications Criteria

. . ' 3
In general, the ablove criteria appeared to be respectad /
alid no loans were found tu be mude under unreasonable and unduly advantagecus
conditions. All enterprises surveyed belonged to the sectors and geogra-

phiical areas targeted Ly the proyrawm. They were not able to gualify for

cummecelal bank credit at the time ot the tirst FDR due to the former's more

1/ sce Annex F ofor a complete description of approval levels in all FDR branchcs.

2 From AID/BLP Loan Ayrecvment tor Rural Enterpriges II

3/ Conformity to the loan to jobs created rates is discussed further under
"fmployment impacc”. '

.
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stringent collateral requirements; in addition, most of these enterprises
belonged to the informal sector of the economy and were not constituted
as curpurations as often royulred by these banks. An examination of bank
rcgords did not discover any loans in excess of $00,000 in real terms.
1t shouuld be noted that by standard bank policy, working capital loans
arc limited in amounts to approxihately 3-months supply of raw mdterials;

luans tor machlnery purchases wmay cover the full price tay.

b. Sub~borrower Contribution

Only in two cases (2% of the sample) did loan amounts
appedarl o be 1n excess of 900X of the sub-Lorrower capital funds at the
time of the loan. Thls was the only way to evaluate the sub-borrower's
relative contribuctlion to the project being funded since in most cases the
bank financed up to 10U% of the purchase |1 ice of machinery. In one of
the two cases, the sub-borrower provided substantial real aestate collataral
well in excess of loan amount, while in the other case, a clothing manufac-
turer in Cajamarca, the sub-borrower already had previous credit experience

ha
with the bank.
c. Collateral

In all cases collateral provided by the sub-borrower

was found to be adequate. Loans for the purchase of machinery were always
' _ occasionally, o

collateralized by the machinery itself plus, / by other existing
machinery or other ansets.

Taple | shows the percentage distribution of collateral

offered by sub-borrowers interviewed in the DAI survey:

L
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TABLE L

Tyl OF COLLATEKAL OPFPFERED BY SUB-BORROWERS

{a) (b) (¢
Purchased Other heal Estate, a+b a+c b+c atbhrc
machinery machinery sorrower or
third Party
- Personul Assets
94 14w R EREY T4 10% 23%

In a nueer of cases, the baqk had to reposéeasmachluury
on loans overdue by over six.ﬁonchs, a policy that proved quite wffactive
in gencral. Repossession of personal assats pledyed to the bank also
aoccurred in some instances.

Such repossessiqn was until recently a simple procedure
whereby the bank could act directly withuut any court order, However, in
late iuri, a ner ' was passed concerning repossession of personal assets,
requiring the b;neficldry of the pkdge to get a court injunction beforé‘:
moving against the borrower. This will limit the scope of personal asset
pledgling, and, thereby, weaken BIP's position. As a consequence, future
FDR loans may have to rely more on personal'third party guarantees in
addition to fixed assets and inventory. Such guarantees also would be
essentially “moral”, since repossession of the third party's personal
assets would encocunter the sdame obstacles. Y

3. Disbursement Policies

Luans for the purchase of machinery are disbursed in the
form of the direct payment to the supplier, as a guarantee against misuse
of funds by the sub=-borrower. When feasible, working capital loans are

¥

1/ A possible solution to this proble in similar programs such as the
upcoming Yrban Enterprise projuct could be the setting-up of "solidarity
qroups” which would cullectivaly guarantee repayme.t of the loan sub-
cribed by one of its mewxbers.
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also paid dircctly to the supplive of raw material, as dictated by sound

. . R
banking policy.

Disbursement occurs only attgr presentation of complete
documentation, except, on occasion , of the.business' municipal license
sinCe & lingthey process ls necessdary to secure this document. The time
regqulred to obrain such regquired documents, which accounts for most of
thie average is 78 day time-span betwaeen inatial loan application and loan
approval does ;:cate problews for the sub-borrower i/. In many cases,
prices have increased to such an extent (6% per month oo average in 1961)
that cthe initial loan amount no longer covers the cost of the intendad
machinery Or the raw materials purchases. The BIP, untortunately has no
Lhcernal, automatic mechanlzin by wich loan amount could be adjusted
accordingly.

[n case of a second or subacqucnt‘FDR loan, the bank appeared
Lo favur increasind tha exislling luan réuhex than yranting « u;w loan, as
1t bulieves that the chances of seelnyg a sub-borrower skip a monthly paypent
are lower when there ls one single monthly payment to make rather than two;
this was also found to reduce administrative costs for the bank.

4. Internal Auditing

The bank's audit department calls on gach branch at least once
a year. Audits are typically performed by teams of three to four people who
spend a week (or more 1f required) on each audi;. The audits are unannounced
and ;uclude a review of the branch's entire loan portfolio, including the

FOR,  its lendiny pollcies, allocation of bank resources in conrormance

-
~.

Laty on tlme lag belween luan applicatieon and approval is trom DAL
tvaluatlon team's examination of the files on 85 sub-borrowaers in
Huancayo, Huanucu, Cajdmarca, and Cuzcc. An average additional 32 days
elapsed between loan apgrroval and disbursement.,

|

[}
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with bank policies and enforcement of estal Lished bank procedures. The
audit department is independent crom all bank Divisions, and reports
directly to the bank's Presidenc.

E. POR PINANCLAL OVEKVIEW

1. Sources and Applications of Funds

Sources of funds for the FDR were providad by initial and
subseyuent capital contribution by AID and by the BIP, and by interest and
princlpal payments made by sub-borrowers and credited to the Fund. Appli-
cations of funds were in the form of loans paid out wunder the credit fund,
and tor the technical assistance component in the form of commodities,
training and other expenses,

Table 2 describes inflows and outflows of only FDR
loan funds from inception in November 1975 until end of September 1uBl.
Fléures were converted into U.5. dollars at the ayerage axchdnge rate for
thé year used internally by BIP,

Table 2 was computed from records provided by BIP's

Accounting Department, Budgyet Uffice, Economic Studies Office and FDR unit.
Large discrepancies were found between the vafious sol figures available,

in particular for loan amounts paid out in a particular year and tfor the FDR's
year-end bdlance.l/ Thus, in the absence of one authoritative document
covering the entire 1975-1981 period, sources and applications of tunds had

to be estimated from available data. It i1s suggested that in the future the
FDR pruvide a single yearly stautement in soles (to avoid exchange rate adjust-

ment problums) clearly showlng intlows, outflows and year-end balance.

1/ ror instance, AID cuntribution under Loan 527-W=057 was accountsd ror ut
1,251,8 million sules by accuunting at year end 1980 and at 1,327.5 million
soles by Budget. Accounting reports a 1980 year end fund balance of

minus 711.5 million soles while Budget shows a positive balance of 1280.6
million soles. .
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EDR SOURCES A.‘32_ RFFLICHKATIONS OF FUNKNDS (1
(Thousands of dollars eguivalent)
1975 lc7¢ 1977 1978& 1e7¢ 1860 191 TOTEL
{thru 9./81)
Starting Balance 0 2494.1 2277.3 4161.5 45€1.1 4044.5 (4790)
Sources of Funds
rI1D Contributions 1196.7 1531.5 2706.9 2653.6 502¢.0 22¢3.¢ 15,580.8
e (2) ) o . e
EIF Contributions 2561.1 29¢ . € 540.2 68¢.0 772.2 €3c.1 4E83..9 10,523.1
Transfer frox ORDEZX 2200. 1.7 2,201.7
Loan kefpayments 1€3.1 729.1 1356.2 1861.1 3987.3 5832.Z2 13,951
Supn-Total 4152.5 7278.1 891...6 10068. 2 13895.6 8137.
bpplications
Icans PRID OUT 67. - 1878.2 3116.¢€ 4351.1 €023.7 18685.6 6211.¢6 42,331.2
End of Year Balarnce 2494.1 2277.3 4161.5 4561.1 4044.5 (4790) (74.6)
Exchange Rate ’ 40.34 57.43 83.81 1f£13.6 224.6 292.1 414

{1) Reconstructed from BIF and RID accourting records. Discrepancies due tc exchange rate fluctuations
. are present.

(2) 1974 and 1975.
(3) Two billion Soles-internal transfer from EIF to FDR to recapitalize the fund, not part of locan

agreement with AID,
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USALD
In mid-1981, the/ capital contribution had been fully paid

out, the FLK Fund dwindled to almost nothing and FDR lending activity was
sharply curtailed. tiowever, uncertainty as to the future of the program

and reduced level ot loan activity at branch level led the bank to allocate

a4 pottlon ol 1S Own resources tuw the Fund. From February-November 1981,

over 2 Lillion sales (USSd.d mellion) was alloéated beyund the BIP cuntrac-
tual obligations, allowing the rund to operate again despite the large negative
balance shown ($4,790,00U0) at the <nd of 19Y8U. Qverall, lending actavity

was stlll sharply down durigq the first nine months of 1981, to an daverage

Ol B0 mallion per wonth against a $1.0 willion average in ivvo.

2. pPorctolio analysia

a. Kedlonal breakdown

AL shown Lo Annex (, loans extended under tlie FOR ale
well diversified guoyraphically, with no brancltes accounting fur over lu.5s
of cotal lending 1n lyBU, Coveraye of the sicrra region has, of cuurse, wuch
Lproved since 1976, when only 4 branches were active in the proyram aind 454
cf loan activity was concentrated in Cuzco alone. CajdmarC9, which practically
initiated its FDR lending in Lv78, had beco me the largest lender by Ll9uv,
while branches such as San kamon and Tarapoto, jump .d respectively to 1U%
and 7% of all lending during thelc very tirst yedr with thelFDR. L4 The:
original tfour branches meanwhlile had dropped to only 42% of overall lendiny.

L. Econumic Sector

An examination of Table 3 reveals that the distribuaction -

of louans accurding to the sub-borrower's economic activity, has remained

1/ lewnding by the [ca, Chiclayo, Arequipa, Piura, Tacna and Trujillo
ulfices has remarned very modest, as they deal with mostly coastal
arwaowith orY Yimited mountainous areasg.
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fairly consistent from 1978-81. The amount of loans going to "other

activities"” which include services, comnerce and tourism, increased from

25% to 41% during 1978-81, and loans for unterprises invqlved on the produc-

tion of consumer goods decreased from 45% to 35%. Loans to firms producing
around

intermediate and capital gonds hovered respectively/aVerages of 17% and ll%

of total funds placed.

Table 4 represents the BIP's best estimates of the
distributioﬁ of loans by branch and economic activity from 1975-8l. The
small industry sector captured the largest share of loané in all reviewed
branches, the artisan sector, which usually consists of processing alpaca
products 1into ;arments and tapestries, qeramics production and other tourist
items, received the second largest share of loans in three sierra branches
while services and commerce dominated in the remaining branches.

In Augyust 1981, the BIP's Central office prohibited many
branches from extending FDR credit to commercial and service entefprises in
urban areas. The erosion of the value of FDR recoveries due to inflation,
coupled with the high demand for these funds from services and commefcial
firms, would have channel ¢d almost all remaining funds away from small
industries and artisans. Since BIP's other lines of credit cannot be used
to finance the tertiary sector, only non-urban service and commercial

enterprises now have access to credit.
TABLE 4: Percentage Distribution of Loan Amounts by Branch
and Fconomic Activity

Artisan Industry Services Tourism Commerce Fisheries Agro-Ind. Other Totul

Junin 6 67 13 7 1 4 2
Cuzco 26 57 ) 10 q 3
Avacucho 31 54 12 3
Huanuco q 63 20 3 3 7
Cajamarca 3 58 15 5 19

Puno 40 47 3} 2 3

Source: BIP records
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c. Loan Purpose

Appruximdteiy 60% of loan funds are used to nurchasé
fixed assets, usually equipment, while 40% have been given for workiny
capital to buy raw materials and supplies. Most leans, however, have
been tfor both equipment and raw materials.

The relatively high proportion of loéns for raw
materials reflacts the fact that few suppliers in the Sierra region offer
credit to customers. The FDR is still the only source of-long-£erm working
cap;tal loans in Peru.

d. Loan Size

Sixty percent of all loans disbursed from 1978-81 were
less than $2,584; only ten percent were over $12,400, chéver, the  amount
of funds going into 3wall loans decreased by 13% to b;come 8% of all loans
funds placed in 1981. The number of small loans similarly dropped from
75% to 43% of total number of loans granted in 1978 and 198l. The percentage
of funds devoted to larger loans increased from 41% in 1978 to 30% in lébl,
partially explained by increased equipment pricas.

This analysis indicates that the bank is fulfilling its
objective of serviny as a source of smaller loans despite the temptation to
make fewer, larger loans to enterprises with firm c§llateral.

. Loan Duration

From 1978-81, about 14% of the number of loans
granted representing S5.b6% of the total amount of loans disbursed, were for
under two years (see Table 3). Almost half of the loans‘disbhrsed had two to
three year repayment periods (27% of total loan funds) 16% were for 3-4

{19% of loan funds), .
/4-5 years to repay (38B% of total loan funds). Only 4% of loan recipients

yaars

received terms longer than 5 years. An examination of bank files also
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indicates that branches adopted the generous policy of ‘allowing relatively
long three year repayment periods cven to entrepreneurs only receiving
working capital loans.

3. Portfolio Quality

The quality of the FDR portfolio appeared to be generally good.
The relatively low level of delinquencies was in effect a major factor in
the institutionalization of the proyram and 1ts acceptance by bank manage-
ment as a feasible and effective lending practice.

No aggregate delinquency rates were available for the entire
program., Delinquencics were obtained on a case-by-case basis for the branches
surveyed and for two other I'DR branches

At branch level, delinquency rates were broken down by lending program
and were available immediately. However, FDR delinquenéy rates were not
avaiiable at central level, and had to be computed customer by customer.
Th: - rocess woe 0o lengthy to allow for an overall review of the program,
and it i1s suggested that bank accounting rgcords supply such information
for each program.

FDR delinquency rates for the branches surveyed or checked

upon in Lima were the Eollowiné:

- 7.7 % in Huancayo
- 11.7% in Huanuco

- around 9% in Cuzca
- 8.6 % in Puno

1
18.6% in Ayacucho L/

i/ This high delinquency rate was due to earthquakes during 1981 which
caused_many businesses as well as BIP's branch building to collause

Borrowers lhave requested a moratorium.on repayment of laons.
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ft should be noted that the above filgures include all loans
tor which principal and intecrestc payments are overdue by one day or more.
Real delinquencies are estiunated to e well below the above figures,
probably in the 8-9% range on the aggreqgate (in Cuzco, payments overdue
by three months or more affected only 1.0%, and .9% of the Cuzco and
Cajamarca portfolios respectively.
Aging of delinyuencies tor Huancayo was as follows:
- 6% one month overdue
- .6% two months overdue
- .Y9% three months overdue
- 5.0 more than three months overdue
If real delinquencies are considered to apply to payments overdue
Ly one month and more, oniy 7 Zwould therefore fall '.acir that category.
Not only do FDR delinquencies avpear to be at ve y acceptable levels. but
they also compared very favorably with that of other BIP lendinyg proyrams
in those cases where data was available. In Huanuco and Huancayo, payments

overdue by one day or more atffoected the following percentade of loans:

Huancayo. Huanuco

FDR 10.6% C11.7%

Ordinary credits H,3% - 15.5%
1/

Supervised credits 38.0% 32.3%

The substantiral lncrease in FDR interest rates over the past two
vears did not appear to incCrease delinguency rates beyond acceptable levels,

an encouraging sign for the Urbai Enterprise project.

1/ Supervised credity are loans extended to depressed companiss and
seCturs 10 line with GUP incentive programs.
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also
The number of loans undec judicial proceedings was/not elther

found to be alarming{e.g. U.3% of the overall loan portfolio in Huancayo},

No LK loan was dound to be actually liguidated and written off in the tour

[
'

vranches surveyed.,

q, Interest Ratoe sStducture

The PFDR was designed asn a subslidized program otffering low
Lnterent rates for entérpriscs not able to yuality for commercial credit.

The extent to which rates were subsidized appedars in Table (5 ).

FLKR interest rates were at nugatiVe_luvels (or below inflation)
throughout the lite of the program. ‘'fhey were nedatlve by as ﬁuch as 42%

n 1979 and by as little as 12% in 197%, v.th an average negative ratuy Of
28% for the 1975-198l periad.

Due tu thesce highly neyatbive inteérest rates,, the MUK was
rapidly decapitalized over the yuars, as principal and Lntérest faymetns

A r
credited to the Fund were well below the value of original pay-out 1n real
termea.

Sustaltiabi ity ot the FUK wds 1ot a stdted project objective
at loaception.  fiyhly swsidlzed tnterust ralus Curtainly repiresented an
additional 1ncentive tou the sub-borrowers and put them i1n a favorable cash
flow position following thelr investment. However, it is not felt that
these low inteérest rate levels were a preredqulsite to project success or
o Lhe sub-borrower's wceonomic survival. L In January 1982, the BIP began
Lo requlire interest to be paid three months tn advance and raised ils interest

rate to 42.5% for artisans, J44% for loans under 15 million soles and 54.7s for

i/ see Ln particuluar the analysis of the debt burden ratio in Section IV.
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TABLE (5 ) - CHANGES TN MALN INTEREST RATESl
. 3
75 76 77 78% 79 80 "
FDR
Artisan Secror 7. 7 7 15.56 18.59 1 344
Small Loans 1074 10 10 18.57 21.510 18.5" s
Large Loans 123 12 12 22.57 25.5%0 25 012 49,50
Commexcial Bank lLending Rates 12 17.5 19 5 29.5 34.5 34.5 49.5
Central Bank Kediscowt Rate 9.5 12.5 14.5 28.5 31.5 33.5 44.4
Annual I[nflation Rate : 23.6 33.5 38 57.8 a7.7 59.2 72
Interest rate diftferential 1l.0 21.5 26 35.3 42.2 34.2 22.5

{(highiest FUR rate minus
inflacion rate)

SOURCE: Wi kecoxds and LURD Peru Staff Appraisal Report: Second Industrial
Credit Project, February, 1981, Annex 4, T-24.

l. Interest rates iuclude the FDR's 2% conmumission charge; only nowinal integest rfatou
and commissions chargyed by commercial banks are included, the standard practice
of discounting loans causestheir effective interest ratas to approximate the
prevailiug inflation rate. '

2. Ten percent interest was charged on loans for purchase of fixed asgets up to
Soles 2,000,000 in private industry, tourism and fisheries; only 574 was charged
for working capital loans to the same clients.

3. Twelve percent interest was charged for loans between two and ten million sdles
made Lo assoclative enterprises for fixed assets' purchases. Only 737% interest
was charged for working capital loans to the same clients, :

4. FDR intersst rates from August-November 1378, in Novembexr all FDR interest ratas
were increased by 3.

5. Loans under S5/.1,000,000,

6. Loans to industry and hotels under $/.10,000,000; loans this size to service
enterprises had a 22.5 % interest rate.

7. Loans over S§/.10,000,000 to industry and hotels; 26.5 % was charged to
service enterprises.

8. Loans under one million soles to artisans.

9. Loans under ten million soles to industry and hotels; services were charged
274 more interest.

10, Loans over ten million soles to industry and hotels; services were charged
27 more interest.

11, All loans under three million soles.

12. All loaus over three million solses.

13, Rates as of May 15, 1981.

14. Loans under 15 million soles to all types of small enterprises,

15, Loans over 15 million soles to all types of small entarprises.
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those above this amount In an olrort tu ced e wrosion of the FDR fund.
Innovative and puslbive Llntoerest rato structure included in the Urban
Enterprise project will help lLaunch the bank on a new course in this respect.

5. Project Costus

[ 4
The Bank Jdoes not break down gensral and adminlstrative

Ccosty per lending program.  Lach branch i1s allocated a yearly budget bovering
iCs direCt costs but Ls not charged for services provided by home office.
Costs attuched to the FUK could, thurufure not be isolated and identitfied
in any accur;ue way . However, UIP's overall operating COStsS in past yaars
were not unduly ?igh and branch level expendltures appeared to be reasonable.

BIP also does not charge branches for the cost of FDR funds
Leing disbursed to sub-borrowers, ‘This means that the branch's "bottow lina®
at the und of the year is basically reported us total interest and commizsion
collected minus operating costs,

Alcthough LIF is a development bank, the objective of which
1S nut Co maximize profic, 1t 1y ralt that branches should bé charged tor
the coust of funds they lend out, whatever system is used to determline the
approprlate interest rate. This sound banking practice would make branch
adininistratours more consciuvus that money is not a free commodity. Onthe
other hand, thelr lending actitudes should not be inhibited if they are not
judged on the net income shown after apglication of the cost-of-fund factor.
Furthermore, it would allow the bLank to analyze its branches in terms of
"profit centers", which again dces not mean that unprofitable branches would
be closed. Lastly, the system could be well adapted to the new positive,

o - 1
ncereol rate structuce which BIP plans to apply to similar future progrdms.—/

1/ BIP doues in tact plun to itnntitute a complete cost-of-fund aystem in the
future, possibly 1n 1lYy83. Kecent conversations with Bank managedent

indicace that branches have recently been charged 23% for the cost of new
tunds. '
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t. Future of SmaLLHBusincss Loan Funds within BIP

As already pointed out, the FDR has been fully decapitalized
over the years due to highly negative  interest rates. However, the Bank
does not intend to terminate lending under the FDR, as exemplified by the 3$4.4.
mildion of additional funds 1t allocated to the Fuand in 1981 from its own
resources.  BIP could nut arford to terminate small enterprise lending even
1t 1t 50 wished, given the current overwhelming importance of Fuﬁd activitleyu

in the Sierra rugion compared to other lend:ag programs, Also, the rising

‘eXpectutions cruated by the bank's agyruesive promotion of the proyram wiil

have to be filled, and no other tinancial institutions, whecther public or
privaca can f£1ll this need.
r

Small business lendingy, which now representcs around 50% of all
loans extended on a4 marylndl basis, is the fustast growiny lending program
within the bank and has been targeted as a top priority in BIP's five-year
strategic plan. Within thls area, the FDR has proven effective, credit-worthy
and essential to small business development in the sierra. It is scrongly
believed that FQR, or a similar lending program, will and should be

pursued, hand-in-hand, with the Urban Enterprise project to be implemented

in coastal areas.
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IV. Project fmpact on Rural knterprises

A. Profile of Sub-bourrowers

Bank FPilles Infouomat ion

Based on information gathered €rom a randomly selected sawgle

s . 1
Of bank files on sub-borrowers in Huancayo, Y the average FDR borrower

had the following characreristics at the time of loan épplication: 2/
Yearly salus $ 14,792
Cost of Raw Materlals . 6,096
Net Profits 2,400
Net Return on Sales 18.7%
Net Worth , 5,000

Percentuye with outstanding ldans 133w

Most were fami;y-owned businesses in which spouses and children
shared the chores. About 11% ofxgntrepceneurs used thelir loans to start
a Liew busingss and almost all had nut been in vperation for more than a
decade; About 70% of burrowers were involved in small-scale industrial
activity, of which over half were tailors, bakers and carpenters. Apprax-
imately 13% of FDR loan recipients were artisans engaged in the transformation
of alpaca and llama products iato clothing and tapestries, 9% were involved
1n services such as auto repairs and 7% were involved in retail trade.

‘fhe averaye size of a loan to Huancayo bhorrowers was $9,356,

4/

but almost half of loans disbursed were under $2,500. =< Two thirds of

borrowers had never received any previocus credit, and about 164 of randomly

1/ Sec Methodoloyy Section for discussion of sampling process.

2/ See Appex tl for furthec breakdown

3/ Calculated by averaqging the net profits/sales for each sample borrower.
4/ The bIP calculates that 60% of all loans disbursed between January
1978-September~1981l were less than $2,500.

BEST AVAILABLE COPY



Chuncn loan Colents who were LOle poopricrorships were owned by
wome:n. Only 6% of sample Loan recipients were organized into
corpurations.

Ficld Survey Information

More dqtdilcd information on 85 sub-borrowers in tluancayo,
Huanuco, Cuzco, and Cajamarca was derived through interviews with wliter-
fprise owners. Although budget and time limitacions precluded a completely
random selection of sub-borrowers, comparisons with bank data. indicate that
they present a reasonably accurate portrayal of borrowers in those
branches.

The data reveals that 92 were sole proprietorships and 8%
had Limited liability partnerships. Although these businesses had been
functioning an average of B yuars, only 40% declared that thaey had
previously reéeived loans from any sources -~ family, private individuals
or through banking channels. Most with credit experience had been previous
BIP clients although some had had access to commercial or suppliers'
credit,

Contrary to expuctations, almost all entrepreneurs were
firmly rooted in the business.world; only 4% had owned and cultivated
land prior to owning their own business. Most had worked as employees
in other firms (29%), had owned another Lusiness (26%), or had worked in

1/

their family's enterprise (15%). =~

1/ The remalnder had been students and school teachers or had
talled to respond.

See Annex I for further analysis
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Encome from the averaye firm was used to support 3 adults
and 3 children; however, these firms were not the sole source of incunk
for 3us of those interviewed. Often, wives will have other small busineoncs
whose Lhcome is used particularly to suppurt the children and household
Nueds.

Over 6U% of firms interviewed were in the indgstrial sector,
23% were in services, Ui were classified as artisans and thereby yranted
preferential interest rafes, 44 were in agriculture and 2% were in commercs.
A decailed breakdown of occupations can be found in Annex J

Survey results show that almost one quarter of enterprises
were owned by women (sec¢ Table 10). Typically these were widows who
had inherited their husband's business, or were unmarried women., This
is not surprising since Pueruvian law requires that husbands countersign
their wife's loan applications form and grant approval prior to establishing
any business venture. However, females did provide 43% of the labor force
Supplied-by the rfamily. OCwners and unpaid fqmily members provided 35w
of the labor force of these interviewed entefprlses. Over ninety percent
of salaried employees, apprentices and Jdaily workers were male but females
provided 53% of the seasonal lubor force.

B. Financial Impact

In order to fully mwasure the project's impact, this analysis
tocuscd on changes in each surveyed enterprises’ income and financial
position between the yedr it received its firsc Frwe lodan and the present,

rather than an absolute dollar figureS, Althouygh actual sales and profit
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v

Figyures werfu Ln mOst Cases underestimated by the entrepreneur for selt-
prutuction, we liave assuned that the level of distogtion remalined, approx-

imatuly the same balore and after the loan. Thus, this distortios should

1/

nul alluct Lhe ratius sigudticantly. =

ALl (o ) PFDR ENTERPRISES INCOME STATEMENDT ANAIYSLS
(Averages for all enterprises vigited durinag survey)

HUANUCU HUANCAYO CuZCo CAJAMARCA AVEKAGL
R Currently Yuarly Yales
(USS), bLasued v end~1981 {2)
monthily tiyures : $44,121 $ 25,050 $ 33,582 3 31,07 5 33,6L5
Kat io ol vurrent Seles to .
Caluo al "Mime vl Fiout PDK
Loan (At PFPresent Values) 1,73 2.5 $2.71 3.44 2.00
Averaye Yearly Sales
Increase since PDR Loan
(Prasent Values) 19, 9% 32.0% a8.7% 32.3% P VAN
Current Yoarly UUrous (2)
Income (USy) $ 19,871 $ 11,751 $15,052 516,989 § 15,915
Ratio of Yearly lncrease
in Value added 6 Loan
Amount (s) (AL Vresent
Valuua) {.d0L) 10 89 .45 a9
Currunt Salaries Paid
on Yearly Basis (US3S) 5 3,017 $ 3,201 5 2,644 § 2,850 $ 3,092
Average Yearly Increase
in Net Income (Present
Valucs) 121.4% 16.1% 18.6% 58.1% 53.5%
Current Keturn ofl Saleu-
i Non=-services enterprises 22.3s 25.2% 34.5% 313.84 29.0s
-service Enterprisas 65.5% 20.7% 37.2% 49.2% 43.2%
Ratio of Current Yearly
vOR Loan Payments to Naet
InCume Belule lotuerest
Payments 24,2 L.un 26. 3y 28.5% 31.U»
(1) Refer to Annex (1) fur a description of the methodology used in

the collection and analysis of the financial data, and for a
discussion of the accuracy aof that data. '

(2) IPrygure excludes two large borrowers surveyed in area, who were not
randomly selected.
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At the end of 1981, averuge declared sales of surveyed enter-
pPrises were equivalent co UsSS 133,605, which places them in the lower
echelon of the small entuerprise sector as defined by the GOP.L/ Lowe
averayes were found in tuancayoe, because of the prevalence of the small
attival scetor, and higher averages in Huanuco, which dees not have any
handicrates,

The bLreakdown of IFDR enterprises by current yearly sales was
as fullows:

- J1% below USS 10,000

- 18% betwe;n $10,000 ana 320,000

- 19% petween $20,000 and $40,000

- 26/ between 540,000 and $100,000

- 2% between $100,000 and $200,000

- 4% above $2LU,UOU.

The smallest reported sales figure was $1,200 and the largest,

a mining equipment company in Huanuco, was 3 520,000.

Between the time of the first FDR loan and the present, sales of
those enterprises already 1n existence at chat time increased overall by
160% (or 2.6 times) in real terms g/, representing a 28.2% compounded
increase per year. This exemplifies the strong impact the FDR had on these
enterprises, despite the deep recession experienc: 4 by the Peruvian economy
.in the late 1970's. These yains stemmed trom increased production capacity

must olten provided by FDR loans alone, through either mechanization, or the

1/ Simall enterprise is defined by the GOP as having less than 50 employees
and $ 500,000 in annuel sales with a net worth of no more than 3200,000.

2/ All figures in the analvsis have been converted to present value.
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purchase of additional machinery, or from additional working capital
¥

. Suc! - . . .
Lo purchase raw materxals:‘gaygs from increased prices in real terms however

we re/ - . .
not tound saigniticait, sS.ince prices of goods sold usually barely Kept
up with intlation, particulacly in the artisan sectors,

. N V4 _ . » . - L X

Gruss income = 1ncreased in real terms by approximately $le,000
per enturprlse.  ‘Paking yross income as the bust megasure of economic value
added at the enterprise level, 1t was calculated that each. dollar of FDR
loan produced 29 cants of increased grass income per year (all 1981 terms),
which would indi:ate that the typical FDR loan had a pay-back pericd
. , 3 _ _ 2L/
Ol approximately three and a half years in terms of economic value added .=
Querall benefits of the program, including generation of employment and
payment of salarievs are further discussed in following sections.

The net income of 'surveyed enterprises increased by over 5S0% a
year, or faster than sales. However, large variations were found between
the rour branches visited as well as betwesn individual enterprises due to
very uneven profitability performance and the fact that reported net income
, . Z/ .
figurcs tended to be more inaccurate than sales figures. = Only 20% reported
a fall in net income and only one had its profits practically wiped out
(bucause of rlooding), while one enterprise went from a loss to a prorit.
Current return on sales was a4 strong 29% for industrial, artisan, commercial
and ayricultural firms as a whole, while service enterprises showed da di%
return, reflucting the absence of raw material costs. It should be noted

nevertheless that the above return on sales figures are based on net Luncome

tigures which did not subtruct income taxes or depreciation costs, which s

1/ bLetined as sales minus the cost of raw materials.

2/ An enterprise showlng a 30% return on sales and which undercvotimates cis
sules by 10% will as a consequence be underestimating its pre-tax (1n mout
most cases net) income by one third, all other costs being equal. Ihls
was probably the largest single factor in inaccuracy of net i1ncome f£igurd.
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pointed out in Aanex ( B) cculd not be rea:.unably measured. The lowest
fELULrn On sdales was 7%, with over 70% of all enterprises rgporting returins
above a satistactory 20% level.

Lhe Jdebt burden proved talrly heavy to FDR funded enturprisas,
as current principal and interest payments made to BIP representad as much
as 314 of total net income before interest costs. This debt burdan has
Lncreased quite substantially over the past year, as FDR interest rates have
woved upe sharply to the dU = SUs ranyu. Howuver, the satistactory levels
ol ilncome outlined above, which were calculated on the basis of the 42 - 44w
Interest rates prevailln; in Decembar 1luwdl indicate that debt repayment and
SerVLICLIKy wasS not a mdjor obstacle under present copnditions.

TABLE (7 ) FOR ENPERPRISES BALANCE SHEET ANALYSIS

Huanuco Huancavo Cuzco Cajdmarca Averaye
katrio of current Total ASsens
to Tutal Assets at Time of
First FDR Loan(Present Valucs) 3.59 3.73 . 3.51 4.57  3.ub
Averaye Yearly Increase Lu
Total Assets (Present Values) 49.6% 89, % 108, 4% 42.5% 72.4%
katlo of Current wurking
Capital to Inventory (liquidity). 1.94 1.80 .96 1.24 l.26
Ratio of Current Net worth to
NeU Worth at Time of First FULR
Loan (present Values) 3.89 3.5 3.74 4.24 3. o
Averayge Yearly lncrease in Net
wWorth Since First FDR Loan
(Present Value) | 54.4 % 65.5 % 70,7 * 5.4 Y eyt

- . B « o

bt to Net Worth at Time of
First FOR Loan (Including FDR
Loan Amount) 3.32 2.23 1.94 2.u8 2.5y
LCurcent Debt to Net Worth Ratio . 46 .25 .38 g% i)

Vo
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Balance sheet growth was vecry subsitantial, as total adzsects
wele up by 285% 1in real terms (ratiu of 3.45) since the time the first
FLIC loan was extended.  This entalled an average yearly increase of over
72%, the multlplier effect Oof the luan being further strengthened Ly the
fact that no depreciation was taken into account on FDR - funded, or
other eqgulpment.

Liguidity was tound to be adequate. In the maJdrity ot cases,
current ratios could not be calculated, as current liabilities were
close to non-existent. \Liquidity was thus calculated by measuring to
wlial extent the working cuapltal covered total inventory, which is the
“least liquid of current assets; average coverage of 126% proved easily
sufficient. Less than 6% of caterprises were found to have negativa
working capital. Nevertheless, currgnt assets were comparatively guite
modest, as fixed assets usually accounted for over 80% of the total balance
sheet. Credit policies both up-stream and down-stream did not appear to
strongly affeqt the cash flow situation, as average credit terms granted
to vlients were of L1.7  days, whereas averaye payment tegms obtained from
supprliers was 27 days. Overall, 64d% of tlie enterprises were palid only
on a cash basis, a substantial advantage in a high-inflation economy, whereas
50% of them paid their suppliers scrictly cash- with an inflation rate of
7¢% an lubl, 30 days payment terms represent an actual discount of as much
as b% over the nominal sale price.

Overall, the net worth of all established and new_flrms increased

ncearly four~fold since e¢xtension of FDR loans, representing a remarkable

yearly increase of over S6% in capital funds. Only ~i.. enterprise out ot
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QUL ut thnty experxbnuud 4 Lall ur OVQL lJm

The borrOwer:'lchulxuf‘indubtuduu55 full sharply between First
loan extensicon and the pressnt from 2.39 to U.49. The former figure, which
was calculated by adding the amount of the FUR loan to exiscing Jdebt indicatea
that capital tunds contributed by thoe Lorcowers reprusencted close to 3U% ot
all capital funds invested at the time the LR loan was mace, che banx
contributing the remainxqg 70%. Unly in two cases, was the racio found to be
in eéxcess of the stated YUs maximum contribution I, the pank, one being a

\
Lakery 1n fluanuco which provided substantiel prouperty collateral, the other
being an established clothing manufacturer in éajamarca with previous
Lorrowing vxperience with the bank. The present low leveraye of 0.4,
reflects the inability of the cntreprensurs to borrow funds from commercial

’

Lanks and other institucions besidus the FDR.
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C. Comparison of kExpected Financlal T[mpact and Survey Resulgs

Examination of Table 8, shows a large discrepancy betwecen DAL
survey results and estimations of impact found in FDR feasibilivy studies.
While branch feasibility studivs predicted an average 409% increase in
sales in Cuzco and Cajamarca, interviews with the same clients showed
that sales had actually increased by about 31% annually. Similarly, not
profits were preswnued to increasa by 414%, whereas survey results indicated
a still substantial annual increase of 544,

One reason for this discrepancy lies in the methodology used by
pank techniclans; in the‘vast majority of cases raviewed, sales wery
vstimated accorded to the maximum productive capacity of new eyuiment.
Unfortunately, maximum output of fixed capital equipment was seldunm
attained by those interviewed. Also, marketing studies had only been
conducted Lor 12% of sampled: entrepreneurs; in other cases, bank personnel
assumed the market would readily absorb any increased production. In thosu
Casts whereg marketlng studies had been conducted, pro-forma astimutes by

bank analysts would only differ with actual result. Ly a few purcentade

polnts.,

The complexity and cost oE.a marketing study must, of course, he
justified by the size of loan funds requested. In-depth, marketinyg studies
would not be appropriate for extremely small loan requests exailned LY
BIP. llowever, technicians should try to renew thair efforts to cvstimate
realistic usage of future wqulpment and potential market demand during

their visits to perspective borrowers.,
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TABLE B

COMPARISON OF EXPRECTED ' INANCIAL IMPACT AND DAL SURVEY RunULL:S

{Cuzco and Cajamarca)

cuzco & Average of Prediction oy
Cuzco Cajamdrca Ca jamarca 4 surveyed Cuzco and Cajalidiu
Average Branches Feasibility sStudic
Averaye Nearly .
Sales Increaseg 28.6% 32.2% 30.5% 28.2% 4099
Avgrage Nearly
Increase in
Net Income 18,6 58.1s 38, 35% 53.5% 414%

* This represents Expected Sales Lmmedlately After Loan = Current Leclared Salus
Current Declared Sales

converted from 5.09 to 4U9% Lucrease.
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D. Income Generation

L. potentlial Incume LEtuct o FUR Loans

The potentlal incoue celfect of the FDR project 1is depicted
Ly Cuaart 3:
CHART 3

INCOME LINKAGES OF FDR BORKOWERS

. lncowme to marketing agents of enterprise
" product. '

. lncome raesulting from enterprise product's

FORWARD LINKAGES use
. consunsf surplus

BENEFITS DIRECTLY GENERATED » owner salary

. . fits
BY ENTERPRISE peofles
. staft. income

+ incoms to ilnput suppliers and markecing
BACKWARD LINKACES ayunts

. producur surplus

2. Direct Income Eftfect

This evaluation has focused on the direct income created since
the EDR loan. As chaft 3 indicutes, direct income includes salaries to
owners, niet prcfits and enmployee wages. In this analysis, salaries to ownecu
and family members is included in the estimate of net profits.since almost
none of the interviewed entreprengurs paid thamselves a reqular wayc but

rather dcecew from profics.

i
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ESTIMATES OF

TARLE ( 9)

INCOME ‘0 OWNERS, LMPLOYERLS AND SUPPLIEKS

(Total Disbursed FPDR loans $42,931,738)

Real Change in Net Profits

% Loan (BV)

Real Change in Raw Materials

Purchased <+ Loan (PV)

Average Percentage of Value

of Raw Materials
- from local area
- from other pagts of
Peru
- lmported
- no information-

Huancuayo Huanuco Cuzco Cajamarca Ave rayu
.27 .41 3.53 1.42 1.1

.51 .60 2.5 .46 1.27

30% 9% Jo% 56% 33
55% 83% 52% 414 5%

. 13s 2% 12% 3% g%
6% I

Extrapolation of .Changye in

Net Profits due to Total
Loans Made

Extrapolation of Increased

Income to New Emplovees

Extrapolation of Increasued

Sales to Suppliers
{backward Linkage)
- in local area
- 10 other areqs of
Peru

-

Total Sdles to Peruvian
Suppliers

Estimated Income Effect

Estimated Income Effect
+ Total Loans Made

BEST AVAILABLE COFPY

$ 00,533,750

19,015,400

%)

$ 17,992,091

$ 31,023,514

$ 49,610,209

$149,165,759
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de lncoe Lo Vwie s

Survey results show an average yearly increamc wf 53.5%
in net 1ncome amony FOK loan recipients. Table 9  shows thue ratio o the
Chiange 1n net income among sampled Firms to loan amount.  ‘fhus, Oh 4velaye,
une dullar of an FDR loan helped to generate  $1.41 of net profits. ‘Thas
ne:t poufits figure does not tnclude depreciation costs, social security and
1ncome taxes. Depreciation was almost impossible to estimate due to re-

{ evaluation of equipment dug to i1nflatiovn and social security and Licome
|

taxes often are not paid.

.

1f these results are extrapolated to the total amount
of FDR loans, then about 3$60.5 million of net income and salaries have been

generated LO owners.

q b. Income to Salaried tmyuloyees
| FDR lOdAS helpud create 210 new jobs with an averaya
yearly salary of 3$3,092 among those interviewed. Thus, the direct additional
laccine Lo employees of sampled tirms is about $650,000.
Tf we extrapolate from this survey data, and assume that
©,150 jobs have been created by the entire FPOR program, - then about 319
/

: . 1
million of income has been generated to wnploywes aach yuwar. —{

3. (mdirect Tucome Hftoeoet

The only rough estimate of indirect income impuct 1s that
derived from the ipcréased purchases Of raw materials by assisted entreprencurs.
The cost of theéese raw mMaterials represents iacreased sales to suppliers. Part
Of the itnCrease of lncumes Lo suppliers may be hideen wn che Loxm of producer's

surpplus; that 1s, the differvnce bLetween the minimwn price at willeh Lnput

L/ sSece tollowing section on employment impact of the FDR program
for turther explanation.
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suppllers would have bewn willing to supply their product and the price
‘they dctually recelved due to greater demand.

These purchases for raw materials do not represent not
tncome: to supplliers, burb rather a potential increase in thelr sales revenue.
However, thaese increased sales shiould 1n turn ganerate 1ncome to thelr
supPli&rs, creacing an endless multiplier chailn. Since Péru has not yet
calculated the income multiplier wffect Of lnvestment in enterprises, we

have used the increased ipcome to supplicrs as an estimate VL the breakward

multiplier effect of the FDR loan.
LY

Table ( 9 ) reveals that umong interviewed firms, each dollar
of FDR loan funds generated $1,27 of additional purchases of raw materials.
OA averuye, 33% Of the value of raw maturlals came from the local area of
sampled firms, S4w came trom other areas of Puery and 8% had bean lmported.

ExtrupoldCan‘icse relationships to the entire amount of
FDR loans made would reveal that § L8 million of sales wure Jenurated £LO
local tirms supplying raw mmatertals to FDR assisted enterprises. Another
$31.6 million of sales went to suppliecs throughout Peru. Thelr sum, about
$50. .million, may serve as o preliminary cstihate of the total backward
linkage effect of FDR enterprises untlil GOP multipliers are calculated.

The total direct and indirect annual income cffect of the
FOR proyram on the basis of thewse calculations is about $130 million. Thus,
each dollar of FDR loans may generate $3.00 of additional income Lo owner:s,
emplovees and suppliers.

These calculations may still undemmstimare the gotal income

clifect of the FDR program since forward ilncome linkages cannot he estlipated.
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Forward linkayges would include ilncome generated to lndependent marketing
agents for the FDR enterprise'’s product, that yeénerated CO consumers by
using an FDR product (by increasing the availability of production Lnputs
or through consumer surplus) and income created through the production of

comp lementary goods.

O Emp loyment Gencration

Survey results indicate that YDR loan reciplents have goehwelabted
a significant number of jobs since leoan disbursement. (see Table 10) Approx-

imately 57,000 of loan funds haelped to generate one additional tull tilme

Jjob. ‘this new Lnvestwent/jobs created ratio is higher than that cxpected
g s _ . . ) 1/ .

by Usalh/lima and teasibillity studivs conducted by FDR branches, but ts

s5c1il wuch luwer than the ratlo calceulated by the Peruvian Ministry ot

Industries for small enterprises in the Lima area. AID and BIP estClmated

,

the avesaje C. .+ iob created for FDR clients to be about 3$4,v00u in La7a "7
the Menistry of Industries duta on small enterprises in L98Ll, calculuatesn

the cost of a job to be $2,015 in a newly establlished umall entecprise, but

v 15,100 when investment 135 placed Ln existing enterprises. 1 COUMipuLisoh,
the economy-wide average for creating a new job was $22,000 ( in constant

198U prices) from 1970-79 and averaged 536,500 in the formal manutavourityg

sector, -~

The tixed asuebu/laboc ratla of $9,237 Ls aldo guite louw; the catao
Of flzed assets 1n the wanufacturing sector divided by employment ru 513, 390

)

in 1981 dollars, or 2.% times that ot FUR burrowers,

L/ One reason tor the discrepancy may bLe that feasibility studies tnclude cach
parb-Cime worker as one new job created, while Thie DAL survey team Calculalod
how wany days 2ach daily laborer worked and then suwuned the resulbts Cu vreach
Gl hew person year of employment.

2/ 'he Rural Enterprises [[ Loan Agrecmunt specifies bne sub-borrower eligibility
Criterlia tu be o lean/new cuployment of 54,000, Assuwning 104 1ntlation rate,
4C the end of 198l this would be $5,324. _

3/ LBRD "Peru, Major LDevelopment Policy I§sues and ke:comnendations® ,Junie 19bi, . 0.
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TABLTE 1. . R = T3
b
X

e

TBE SUSTRINED ERND CREATELD A “ING SEMFYED F.:

STARTAYD JURRDOD CoSCo CAJ AMARCA TOTAL Bo. COTRL 4
P T M F T N 4 T " P T M P T - M ¥ T

e o i <maaa'sAn o s . —t — ettt -_/—
3 21 20 ] N 18 8 26 21 12 33 77 24 101 178 238 15%
16 25 2 S 17 12 12 24 € 4 0 i3 37 86 578 438 gy
3 38.5 115 1 119 28 7 35 57 9 66 245.5 23 26B.5 938 9V £}
q. 2% ERPAN 4.~ = 4.5% 3 3 T 3 ) 21.75 .25 22 358 1% 4%
oe ot EE .t £.7% & N € 13 ? 15 i .2¢ z.58 32.B3 32% B% 6t
0 4 3 6 15 z o z 9 3 3 - 3 3 17 47% S3%V 4%
22 23 .7 B c? 6.5 2T 5” 2" 34 97 30 127 331.5 95.83 527.33 81% 19% 100+
o EY 5 c 5 3 4 7 3 3 6 15 7 22 6568 32\ 1Gt
6 13.75 8 1 9 6 7 3 4 3 7 25.75 17 42.72 S9% 408 20%
1 23.¢% 39 3 3 €2 3 7 33 2 35 128.% 9 137.5 93% 7t 65%
0 2.4 2.:1 0 2.25 3 0 0 0 0 7.65 0 7.65100% Cb 5%
7 343.7 EE TR | 78.25 26 14 40 40 8 48 176.95 33 209.85 878 138 100%
2.08 3.73 A 2.0 2.09 2.47

395 T 58,246 $3,518 . $7,768 - $6,981 .

132 $7.€22 $4,339 $5,444 $5,784

230 $68.000 $27,361 . $16,212 $35,200

136 _ s4,319 $2,752 $8,042 $5,237
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depends upun whaich iveslmnoit/new Jubs Creatid estimdte 1s used.  Table L)

shows the number of jobn creatoed ulkder Jdiftering assumptions.
l"’il‘

Number Of Jubs Created Ly FPOR Loans According to Different

Loans to Job Creauted Ratios

Source o Lstimate Assumptions on Cost per new Jub crcatoed
Loan/ New Jobs Created divided by total ULk laano
(Total=§42,931,73u) '

DAL survey S 69yl blbu

Ministoy ot fndustry
LYyl Survey

New Small BEnterprise 3409 201%

New [nvestment in Existing

Zmall Enterprises 13101 . 2752
N
Total 4707

Bl Fostimatesy

Lrom Peasibllity Studies

(2)

Huancayo p 4643
Cuzco (3) : 1210
4
Huarnuco (4) 4344
(5) e
Ayacucho 2018
Puno (8) 1702
. (y}). o
Averaye 2783 15420

(1) The total amount of funds differs from that presented in the sourcus and
applicacions chart in Section , due to discrepancies in bank recucrds,
perhiaps caused by using different exchange rate adjustments.

(2) UCost per job created in 1978 was $416,229; index mult. = 5.62; ludl
Solus = 416.229 = $4643

(3) Cost pur jub created from January=-June 1979 = 163,070, index mull.
= 3,725 = 5/. 609,670 = 51,210 .

{(5) Avsrage of cost of jobs created in May & June 1980 = 481,834 - 5/. Ll,0tu,uuv
< 52,0148 '

(n) Cust Of jobs created Novembor 1975-Descember 1978 = S/.90,8%2 - average
index multiplier = d.85 = lydl 8/. 857 ,866=51703

{7) Dbascd On best estimates of loudn recipients, approxiimately Llos ot luuu
funds ($6,809,199) went to newly established firms; 84% Oof tunds
$36,003,294) were disbursed to existing firms, _

(8) A survey conducted by the economlc studies Division af B1P in 1974, concluded
that Che average cost per job created was $1,975. Assuming dan averaye U
inflation rate this becomes $2,629 in 198l Jdollars.
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Lxtrapolations based on survey results indicate that the DR lpndjnq
progyram generated 1,150 new jobs. The average surveyed ftirm created 2.5
jobs.  BIP feasibility study estimates of jobs created based on productiun
capacity of new equipment purchased or increased sales due to loans Lor ruw
materials lead to an estimate of 15,426 new jobs: extrapolations based on
Minlstcey of Industry statistics wuwuld indicate that only 4,707 jobs werc
Created.

Survey raesults show that uver 65% O jobs created ware four tull time
paid employees, while 31% of nuw jobs weru fur owners < unpaid family
members who drew thelr lncome trom the eaterpris:'s profitsa.  About 4ws of
new employees were apprentlces who ‘are paild minimal wages while learning
thelr trade.

This job created statiscics, however, underestimates Che Cruc ciploy-
ment impact of the proyram. Loans also helped to sustain or deccease the
underemployment of owhers, Lheir family members and employees wourking at the
time ol loan Jisbursement. (f we include the nuwuwbey of jobs sustalned through
loan disbursement, then an average of $2,729 of loan funds helped to sastain
ur Create d  jue, 1v we extrapolate fron survéy results, then total PDR Loun
tunds have helped to sustain orf create approximately 15,732 jobs.

Anotlier potentlal source of underestimation 1is the 1ndirect employment
yuenerated throuyh backwdard and torward linkayes to theé enterprise.  ‘tho
ncreased coployment Qf suppliers of raw wmateridls to the enterprise, Mackot g
ajuenity and retallers due t o the expansion of FPDR asslsted Lirmis ol Lhoose

producing complemenatary goods, however, cannot e calculated.
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V. Prorites ol !l_)_l_(__!_‘-l_li-l_(-,lblt_l.;:“\ll__:

A. UVerview

The economic, administrative and financial aspects of the FOR
prograim have been described and cvaluated 1n previous sections of this
report. Following thiu briet sumeary of the soclal aspects of the (rugyran,
several protiles OF ussthted entreprenceurs attewmpt to reflect thelr views
ot the credit program and how it affected their lives.

These profiles are bLasud upon lonyg intervie .o with several
pewple 1n Huancayo randomly selected for chie stal.stical suivey. ‘Tho

N

purjprone b these inturviews was Lo add a hwnan dimension to thue statistival
resulls presented edrlier and to give FLk clients an opportunity to express
thelr Oplnlons. AN attempt was made to examing a variety of expullences;
the results include two wowmen, one managing a relatively large leather
tannery and the other a smali successrul restaurant owner who started her
Luslness with tunds burrowed frowm the FDR. Other profiles Lnclude a shiociaher
a4 Carpenter, a dentul techunlician and an artisan weaver of alpaca wall
Capentlrlles,

since those interviewed may not be representative ol the enlite
FORC progran and the profiles are based upon extremely limited cxponuta
to clieuts, no grand sociological conclusions may be justitliably dcoawn.
Thus, the rollowlmg genéralleatiuns pertain only to the six persoas lntutvicweld.,

Hall Of these borrowers were Of Indian origin and half were ol miacsd
Indaran and spantstt Llood.  Thelr relative standard of living, attltudes aid
dssetys cause ;hcm tu belony tou Lhe Peruvian lower widdle oc widdle class.
However, who would be consildered middle ¢’ us o fuancayw are wurlds apast

rrom those in Lima or developsed counCriewn.
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Mogt came from families with degp roots in the Huancayo region..
Some had migratad from the more rural areas to the departinental capital;
owning a business gave them a stake in tha community and dispelled any
urges for further migration to fe coast. However, mcst’ visited Lima Cccasiun-~
ally for business purposes cr to see raelatives and friends.

Their businesses were ralactively small and fmﬁily-run. Cenarally,
the enterprise provided employment for many family members, although tuw
recaived a spacific salar&. Children are groomaed to take over the firm
or market its products. *

These g2ntrepreneurs shared certain common attitudes which may have
resulted from having participated in the FDR program. The process of applying
for and managing the lcan exposed them to a broader business environment.
This enabled them to locarn how to deal with bank officials, accountants,
5uppliezs and customers. All had derived a yruater sense of security in
managing their affairs and had gained more prestige within the community.

All expressed ambiticus plans for future expansion and diversifica;iOn. Thuy
say they are more optimistic about their children's future.

FDR program publicity had raised their expactations for receiving
low cost and easy access to loans. Many expressed frustration that after
having managed ah FDR loan successfully, they wera no lbngar eligible for
new FDR loans but razher would have to graduate o higher interest commercial
loans. They did not understand why this occurred, indicating chat -bank
pursonnel apparently have not axplained the FDR process and purpose wall at
the time of loan disbursement. Thus, scme feel that the Indusérial Bank has
not fulfilled its commitment tolsmall entrapreneurs., At the same fime, they

’

expressed sincers gratitude for having been able to takag advantage of tha proyram.
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Thuse whio could nut recelve additional DR loans were turning to
Some current borrowers had opened checking accounts wiih
commercial banks as thuir new source of credit./ Since this represents a/competitors buuli.

loss of business for the BIP, sSteps should be taken toO encourage former FOR
recipicnts to use BLEP'S own commercial lines of credit.and facilities.

luvariabilly, all the borrowers complained that the time and paper-
work reyulred for loah approuval and disbursement was too lonyg and cuusad
serious tinancial difficultius. But, they realized thi. most of the delay
was caused by having to wait.for documents from other institutions.

In conclusion, thé project's impact has been focused on a very
select group of people compared to the Peruvian popula;xon. Funds are
availavle Lo cptruprencuts who Can meet mindmal eligibllity reguirements, i.u.
are literate, own a registered business, have a viable project and soine assel.n
and have the detcrmiqatlon to undergo what can be a long process Lo recelive

funds. ‘he overall usuaccess of the FDR project must include the Lurrowers

whoae w5y i: o0 Of parceveranCe and ambltlon coptribubes to the econauic

duvelopmeat ol Loeru,
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Y/
B. Cusebio wulroga

A small three room building with dict £loors is Eusebio Quiroga'su
home and shop. e 1s one more artisan who moved from his small home to;ﬁ
12 years ago. Dreams of a brighter future for this business and better
schooling for his children caused him to migrate to the city.

Back in San Pedro de Cajas, Busebio and his'famiiy lived off a
small pieee Oof land (2,000 m2) where they grew potatoes and corn mainly ruc
fainily consumption. Like  many others in this town, Euseblio was a part-tiume
farmer and artisan. Oncq in Huancayo, artisanry because his faﬁily's main
ucdnamic activity. With few rasourcaes, tha,; startad making ponchos; blankuts
and Trough woolen cloth.

When his money ran out, Tecdoroc went to the Bank and asked for 1,200
dollar loan to buy raw materjals and increage production. He had heard of
the PDR from radio advertisements by thae Miniscry of i;dustry and Tourism.
This bank loan enabled him to improve his business sigrificantly, which
aliowed him to repay the loan within three years and buy a piece of 1ana
that cost §1,800. There, he built his shop and a two room hguse where his
family lives even though construction has not yet béen finished. Hig former
landlord threwhis family out of their previous quartars because their looﬁs

’

made toco much noise.

At this point, most of his income went into construction materials.
»Eusebio decided to ask for a second‘loan of $2,225 to buy raw materials to weave
sophisticated tapestries with Peruvian folkloric motifs. The Bank, unfortunately,
rejected his second lcan request since he was not officially licensed to operate
Lis swall shop. Eusebio says that the proucess to obtain a license takes a

long time. He presented all the papers several months ago and is still

waiting. Despite this impasse, Eusebio was able to start prouducing tupestries,

[y

1/ All names have been changed in the following entrepreneur profiles
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He now has 3 looms but siness is slow due to his limited capacity.

Eusebio claims that his brother-in-law oriqinatadfthis type of
artisan wark. He says that on one occasioﬂ someone from Lima asked his
wife’'s brother to make a tapestry with a religioua design for thes ceiegéation
of "El Sefior de los Milagros" and this became the first tapestry piece.
Thereaftar, all artisans in the region, including Eusebio, continued and
perfectad this ar;istic creation.

Victoria, his wife, preparas their food with vggétables that she
grows in one corner of their proparty. Also; she and thair three children,
ranging from 15 to 19 years old help with the business and have becdme ex~
perienced in operating the looms. Maria, ;ha aldest, learned her father's
éechnique of using natural dies to colaor his designs and then decided to
study chemical engineering at the University af ﬁuancayo.

Eusebio says that ’he is very proud of his family and that he
would never nurt his wife nor his children. Even théhgh his wife is ten
years older (55) than he, they have had a good lifs since they got married
in 1961. Victoria and the children's needs wera taken into account whan
the decision to buy the piece of land was ma&a. In fact, thedr house is

located within city limits for easy access to the market and schools for.

his wife and children although he would have praferred a more distant

”

locacion, out in the country.

Eighty percent of the family's production is sold in Lima, Eusebio
belicves that the middleman derives the grsatest benefits from his business.
He would like to set up a store where his product could be sold directly
to consumers. However, he is concerned that the Bank will refuse to lend

him the money for this idea because of' his previous sxperience. He believes
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that the requirements in terms of paperwour! demand too much precious time
and that by the time the money is received ity benafits are not as expected.

Eusebio says that this is true for most people who borrowed money
from the Bank., In his particular case, it took threa months before.he
received his loan. On ane occasion, the Bank promisaﬁ to giva the money an
Friday, so he contracted a carlocad of raw wool t0o be delivered to his shop
on Monday. Since he did not receive the loan when promised, he lost a good
opportunity when the suppiier refuaed-tp wait.,

. Also, Eusebio dislikes that loan money is disbursed_in parts.
Alﬁhough he would like to work with the Bank again, he decided, mainly
p

because of his previous experience, that he will borrow money from a
wealthy relative instead, at iS% interest and with little collatseral.

Busebio’s income iy spent mostly to repay the Bank loan, buy
construction materials and pay for his children's education. He believes
that his situation is not so bad and not too good. He is unhappy when he
cannot fulf;ll his family's needs, but hea is‘proud Qf them and his piac;
of land which is now worth more than §2,000, Eusebia is very enthusiastic
about his work and says he is happiest when a gapascry with his own design
is finished and people like it. This, and his desire to give his children
a good education "so that they can be honest citizans" are Eusebio's main
qoals. Occasiocnally, he gyoes back to higs home tewn and finds that peopla

still consider him a friend so it pleases him to be a member of the “Asociacibn

de kesidentes Artesanos de San Pedro de Cajas en Huancayo".
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C. Cristina Paredus Vda. de Jimenez

For the pagt giyht years, cristina Paredes has been in charqge
of the small tannery she inhuerited trom her husband. Her eldaest child,
Uberto, works by her side supervising production while Crist;né is
officially the General Manager. Her main activities are to deal with
the suppliers and clients and to keep wccount of the money. Uberto, ig
turn, takes care of al% the paper work involved in the;r.banking activities.

From the time she was a young girl, Cristina 1§arned all the
steps involved in the ;annery business since her fipher traded shegpskins
and cowhides. When she was 15, she married a dealer who bought raw cow
hides from the slaughterhcuses of Huancayo and sold them in Limd and to
the tannery factory in Huanaayo.

The Huancayo tannery declared mankrupcy and Cristina's husband
reposséssed part of the factory's machinery to compensate for large debt.
In this way, Sr. Jimenez started his own small industry and hired one’”
of his brothers to work with him. A piecs of land was bought and machinery
was installed. -

After her husband died in a car ;ccidanc, her father-in~law
"offered to take over her husband's business”, Cristina says. He had
somg right because another of his sons was working with my husband, but
I wan't about to let him take away the future of my children. So I fought
in court:against him. It was a long exhausting struggle and I almost
gave in when my husband's family submitted forged documents at the trial.
Only the thouqht of my children kept ms going. Finally, atter eight ycars
the jury decided on our 'behalf ‘and'my children became the sole lagitimate

heirs of the tannery.
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Now Cristina wants her five children %o prepare for their
future, They have already formed a company which has been ygiven the
name, San Franeisto Tannery. The building in which the tannery operates
is located 45 Km. from Huancayo. It is a large simple room with very
high ceilings always filled with machinery and an overpawering odor
from the acids and chemicals used in the processing of hides. Protected
from this, on the second story, Cristina has her office, well organized
and neat. On cne of the four walls, there is a locked aetal cabinec
with glass panes.whex% a copy of_thejEncyclopedia Britannica is displayed.

Three years ago Cristina and Uberto borrowed $9,000 from the
FDR program of BIP. As a guarantee they offered a lien on their machinery-
andother property. This money was used to purchase other machinery and
raw materials. The loan yill be repaid in three more years.

Cristina says that sometimes they run out of cash to buy raw
materials since payments for their products are not always on time.
She has, howaver, managed to resolve this problem by borrowing money from
Banco Internacional which her clients guarantee as co-signers. In fact,
recently they received : many ordaers which they
cannot undertake due to limiced capacity. However, Cristina wants to
expand her business and be able to take advantage of what appears to be
a good markat.

Once of thelr main problems is that they are operating with old
machiner;. During breakdowns, which occur frequently, production stops

until the machines are repaired. Since no one ‘i Huancayc knows how to
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fix such old machinery, Uberto must transport the broken parts to Linma
for repair. Xecause of this, he now wants to horrow money from the Banco
Internacicnal to buy new machinery to avoid the frequent repairs and
also to increase their output. Cristina baliaves that the Intarnatiocnal
Bank will provide them with such a loan.

This loan, she beliaves, would cause them o increase to
their current staff of 12 full time amployees. Many more workers will
be needed when they 5£art producing shoas and 1/ uder soles.

Cristina also wants to buy a house und move out of the two

rooms in the hack of the building where the family now lives. This empty

.Space could be a storage room with heating installations to prevent leather

products from drying out from Huancayo's cold weather.
But Cristina says she is satisfied to sea that their economic
situation keeps improviny and has hopes for the future of her children

whom she wants to make "respunsible people”.
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0. lnocenclio Ramous PLhog

Inocencio Ramous was born in the town of Huancavelica, up in
the Andes. when he was five, his father diaed and he was left in the
care of his older brothers. Aftar finishing elementary school in 1950,
he worked as an apprentice in a carpentry shop for thrae years. At 15,
Inocencio decided to move to the large city of Huancayo to practice his
trade. Hece, after one year of working for a carpentar, Inocencio
was fired from his job because he dared to ask thea owner for his salary,
three waeks overdue. he and anotﬁer‘oldar friand were thrown out on theu
dtreec with no money ;nd no job. FPor two days in a row, they sat on a
park bench thinking of a a way out. Then, they “scided to work on their
own at his friend's place, a small rented room with a patio in the back.

The owner, Inocencio says, "spent all his money at the bar
getting drunk". During che first week they uprked in the.patiu using his
friend's few tools and some wood scraps from which they built six chairu
to take to the Sunday market. The chairs wara 80ld for $100 and immediatety
more woed was bought, allowing each to keep $§ l2. The second week, thuy
madg twelve chairs and a few coat hangers which they sold for $267
'hay made more money Ln Lwo weeks than thay had earned in an antire
month working at the carpentr* shop. During the third week they built
twelve chairs and three desks and they sold avery pieca. With the
reli gious holidays coming up, they decided to make 150 wooden crosses
which broght them $900 That allowaed them to buy a $25 ‘"circular blade”.
They then realized éhat the patio was too small for their gxpdnding business
so they decided to set up their own shcb. By signing a 5 year lmzase on a

larger workplace, Alejandro and his friend became Qfficial partners.
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For ten years they worked very well tcgether and divided the

orofits equally. Together they bought welding equipmunt with loans from tlie
Banco Induatrial and Lusiness improved, Ong day though, Inocencio says,
“I realized that I did most of the work since my partner spent lony hours
outside the shop and came tb wark lata in the morning. I lut.him.know
that I didn't agree with his Lehavior aiu he straightaned up tor a while.
But scon, he wouldn't show up to work for days aﬁ cthe time, so I decided
we should split up:” ' |

After leaving his friend, Inoéencio jo;nad a cé&parative of

r
five carpenters who accepted him as a memper because ha was able to

‘contributa his equipment. He was assigned a small svace at one corner

of the 300 m2 piece of land with no roof and dirt floors. For 10 years
he worked here until one day, the prasident of the cooperative ran away
with $1,500 h; had received to build doox#and windows for the owner of the
lot where thg’coop operﬁted. Odly then did the cocp members learn thag
rent had not been paid for four months and thact the landlord wanted to
avict everyone. Electricity and wata;-wﬂzandlsconnec:ad and locks were
put on the doors to force them to leave, |

Inacencio came up wiﬁh the rent money and signed a new contract
in his name. Although the cocp members did not like this and wanted tha
contract transfsrred to the coop they could not reimburse Inocencio's
moniy. Finally they lefr and he kebt the shop. )

“I promised mysell that { would come out ahead", Inocencio bays,

He decided o work harder to cacn his monthly rent of $200 . 1Two years later

in 1977, he decided to ask the Industrial 3ank for a loan. The bank gave
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him the loan at 6% interest and accepted the machine to be purchased and
gome other machinery as guarantees. With tha borrocwad $3,000, Inocencio
bought a motor for a welding machine, some tools and raw materials., Befoxc
asking for the loan, Inocencio did a feasibility study with the help of

a friend and filled out all the bank forms himself. The loan, Inocuncio
says, has helped him increase production and to improve the guality of

his work. His product is sold mainly in Huancayo and he estimated monthly
sales of § 700.00. Alghough'raw mgtaxials cost him almpst ong third of

his salea ($180.00), Inoucencio doenAﬁot spend monay on hired labor becausa

A Y

‘he says, "It is very difficult to find capable pecple in this town". I[nstuad

he is helped by his two older children, Ramiro and Juan (24 and 22).
Inocencio's third son, Julian, lives with an aunt in Lima and goues to
sclicol. ije also helps his father during Vacation three months a year.
The other five children are wtill too younyg to help, he says; they go to
school and live at home.

Inocencio is now 43 years old and has business plans for the
near future, though it Is not clear whether he has sufficient capitul to
make his projects materialize. At one time, when he had fallen beliind n
repayment of his loan for four months, the bank repossessed part of
his machinery. The machines were returned to him when he started making
payments again and he has only seven more paym.nts betore his loaun is
repaid.

In spite of his apparent cash probem, lnocencic wants Lo set up
a small grocery store and build rooms which he would offer for rent. he
owns.a.BSO'mZ piece of land chat he bought a faw years ago "to compensate

for the competition" in his work'as a carpenter, and for the “devaluacion
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GE his money”, hoe says. o wite Luzmila would ianage the store which
ha would set up at the eantrance ot his building. "In this w;y, she
would be able to control the store and Q;tch the tenants and I will
continue my work at the shop”. I[nocencio plans enthusiastically while

frlacing a piece of wood under the "siercra circular”.
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DANILA MARIA MARTINEZ DE PEREZ

Oon ona of Huancayo's main streets, a fairly large old house has been
converted into a restaurant by Danila Maria Martinez. The building
bulonged to Danila's father who runted it our for 25 years. Danila
says that for along time her father tried to make the tenant leave,
but without success, Aftcer her fathe: 's death, however, Danila qava'
this juice maker 480 dollars, and he finally left.

Ag owner of property in a prime location, Danila did wh;t seemad

r
most logical, In a sho}t period of time she transformed the dingy
shop into a small neat cafeteria. Her former univirsity professor
told her about the BIP's FDR loans for small enterprises and in 1978
Danila got her first US$1,918 loan. Soon, business boomed and profits
reached USS3], 198 during heé first year. This money was reinvestud to
improve ner‘businesa. After repaying the loah in 1979, she was ready
to expand and requested another US$22,267 loan which she received in-
1980. with this money Danila bought more equipment and furniture
for a second dining area and transformed ﬁha small cafeteria incP a
restaurant whose size and loqation make it one of the most populat placss
in town. Her loan obligation made her nostpone her carser as a chamical
engineer in which she has a university deqrae and little sxperlianca. "Aftus

all, a day has only 24 hours" she says and dediéates her time to working

at the restaurant and taking care of her threea school-age children and

husband.
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Danila's husband, Roberto, has always beén her main source of moral
support. He also works part-time as cashier of the restaurant whey
not in some other outside job. They have been married for 11 years dand
now at 30, Danila considers their receat purchase uf a nice howe awd o
New car-as a great symbol of achiavement. A few months ayo, Danila
and her husband and hilhren moved into their new home, refinished or

their new status as a Middle class family,

with this ;dua in migd, banila decided to conduqt a simple business
feasibilicy study and even traveled to Lima to recsive quotes on
equipment prices. She decided the busincss'would be profitable, if
she could borrow US$173,000 from the‘Bank. Bank officials, howuver,
told her that she would have to contribute aﬁout Us$35,000 to the
project. Dangla baecame discouraged since she could not collect this
sum of money and could not understand why i‘.he Bank did not take
youth and enthusiasm as well as her reputation as a responsible
clivnt"into consideration. Although she is grateruf that the Buank
helped to start her business, she feels that it hés,not fulfilled
its purpbse of helping entrepreneurs to the fullest extent possiblec.
Danila comp-ares her situation with that of a beggar asking for a
plece of bread but made to walk on thorns to reach the bread. By

p

the tigwe he'gets to the piece of bread he 1s so exhausted that

he can't eat it and the effort is worthless. Danila uses this
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analoyy to say that the Bank should be less strict in ita loan approval

requirements.

Bank officials say they belicve g Huancayo market for bread products,
is saturated and that her proposed operation was too risky.  In any
casc, Danila is now operating at a level at which she should attempt

to secure commercial bank financing.

Danila‘s experivnce as owner and Mafager Ot a rastaurant has given hoere
the confidence to start any business, provided that she can get capital.

Now,she knows how to establish commercial mslations ~iUll businuss and

‘government entities which, she belisves, has brought her prustige and

respect among her customur: and neigibors.

Even though her knowledge of the restaurant business is more "iLntultive
than scientific” as Danila says, she has manayged to establish an
accounting system and pays and accountant to keep her books. However,
shie would like to make her restaurant "what a restaurant should be®
and learn the "scientific way" to operate a restaurant so that

she can provide better service to huer customers.

Danila wishes the Bank would provide some management assistance as well
as the third loan that she regussted. If this does not happen, she

says she will tucn to another career, perhaps become a chemical engincer.
She would like to go to Canada which needs engineers and whére she

could strengthen her cechnical cup&bilxties. Danila says she fcurs
falling into a state of mediocrity in which éhe would get by wilh

what shie has now. She wants to be ablc o send her daughter to stuly
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in Paris and her son to Oxford because "the most important job in
life is the job of a mother; mothers make presidents and that is my

duty to my children”.



HERNANEGO LOBLD

When not attending classes at the University, Hernando helyps
i father dat his shoe shup. In one mare semester Hernando wiil yet
his deyree in electrical engincering from the Univerdicy of Huancaye.
He is 22 years old and has many plans for his future wiich are directl
linked to his father business.

lIls father used to Le the owner of a small tannery in town which
went bankrupt becuase of «the dupregsed economy in beru during rcecenc
years. They sold some of their machinery and chen‘his'father sturted to
travel to Limé'to buy shoes which he sold in fluancayo. After doing this
for u few months he decided to produce his own shoes.

ln 1975, Hernando's father learned of the FDR through a friend that
works at the Industrial pBank and asked for a $9,400 lcan which he | KOl i
months later. This money was ilnvested to expand their small operation to
hanufacture heavy duty shoes for mine workers in the area and diversity
inco making leather jackets for men and women. Now they employ three peuple
full time who earn S60 4 month each (minimum salary) plus a bonus pec
pair of shoes made. Hernando calculates that c¢ach of the emplaoyees wargns
approximately $120 a month. Hernando and his brother'work a few hours cach
day and full time when thwyare on vacation from school. His mother also
helps by coming every other day for 4 nours to watch over the shop and stays
full time when her husband and sons are out on bqsiness. She also takes carc

obf the shop when Lhe men Lravel Lo Llma Mo buy raw materidls or on sowe ot et

bus Lhn.
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Once in a while Hernando's father goes to Lima to arrange for the construction
of a house on a newly bought piece of land in a residential area. This

requires a lot of money, Hernando say3d, so they expect to inveat most of their
incos2in this enterprise. The land waa bought with money received from selling

four vehicles from their former tannery business.

This is not the only investment projegt the Loéez' family'ié undertaking. They
also have another shoe store in a diffefent location in town. The owner of

N
this building, however, has asked them to leave. So, they have made plans to
resolve this problem. Hernando's father eatimated that they needed 516,000
to buy more raw materials and machinery to expand into a new store and to buy
their own building. "We would like to expand and today seams to be the
appropriate time since now we receive many étdara, and xnow what our clients
like". Hernando says "As far as‘I Wnow, Father will borrow this money from
the bank”. Hernando believes his father's new business will not only benefit

the family, but also will create more jobs and improve their suppliers' and

marketing agents' business.

He wishes, however, that the bank would reduce the paperwork required for

a lcan. such delays greacly affect thelir business since prices risémfr;m oﬁe

wezX TO the next. Tor example when his father asked for his firsc loan and

was told 1t would be approved, he immediataly priced raw materials. But, by the

clne Dang funds were finally releasad raw matacial prices wers higher, Remembaciag

thalis D33t 2Xperience, nis father deciied not to Dorfrow agaln from che bank.

“mer nhe locan was finally regaid in Mar:zh 1981, chey berrowed $1,13C from g nearvy
z "

ICOLErITIVE 300 248 incerssc.  Cince Taz amcunt they nesl for thels 2coject 1s highes
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than the coaperative's lending capacity, Hemando's ;fat:her still will try to
borrow from the bank., They are, nevertheless, grateful to the bank, because
their first loan permitted his father to reestablish his business when it was
failing. Hernando plans to reopen their tannery factory one day. But firse,
he must work for two years with another company to gain experience., Smiling,

Hernando says, "then we can be members of the Chamber of Commerce again."”

BEST AVAILABLE COFY



C. Iqnacio Lupa Menases

For two vears Ignacio zook a correspondence course to hecome a “Technician
in Dental Prothesis" sponsored by "Difusora Panamericana" in Lima. To
support himself and pay for his studies he worked as a small merchant of
agricultural products which he marketed in the region and sometimes in Lima.

He also saved some money.

when he completed the coQ}se, Ignacio travelled to Lima searching for a place
to work and where he could acquire some experience in his new field. Follow-
ing his instict, Ignacio landed at the School of Dentistry of "University San
Marcos" in Lima and pr;cticed his trade at the school's laboratory for two
vears. He also made friends with one of the professors who offered him a

job as a dental rechnician at his private office in the city of Callao. Two

vears later, Ignacio felt ready to work on his own. .

Since he knew rhat dental prothesis work for Huancaya's dentists was ordered
from Lima with considerable time delays, Ignacio realized that the markec

1n Huancayo was ripe and decided to set up a shop there,

He used hils savings to crder American dental equipment through a distribucion
coempary tn Lima. The shipment took a long time to arrive despite his fregquent
tnquiries co che distributses about the delay. So he Jdecided to cancel the
Jrder. When ne learned, two months later, that tha a2gulgment had arrived and had

Line il 2fa by een 301d no 4 denfist from Jusse, [indclo was Jiscouraged.
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Awdra that he could not open his shop without equipment, Ignacio decided to

be partient and placed his order again. This time the machines arrived after
10 months at the port of Callao. In order to release the machines, the
company requested payment in cash. Ignacio was told that because prices

were higher, he could not get credit on the machines. Ignacio, however, felt
fortunate when a relative offered to lend him the money for three months.

He was excited that he could finally have his .machines and did not mind that
the company told him he had to do the paper work himself for customs clearance

of the machines, though this was not agreed upon at the beginning.

In order to repay hia relative, Ignacio went to the Industrial Bank and asked

for athree year loan of $3,636 dollars at 7% intarest. He had heard of the
Industrial Bank's low interest loans from a friend. when the bank officials
informed him of the requirem;nCS to obtain the loan, Ignacio wondered whether he
sould classify ﬁis work as indust;ial. However, "haecause of the similarities

of my work with that of an artisan that uses plaster of Paris, I fulfilled the
Bank's requirements and got the loan". Ignacio used his house and 2 hectare piecse

of land as c¢ollateral.

Two years later, in 1978, Ignécio requested a second loan for $§5,117 which will
be fully repaid in May 1382, This loan was used to buy raw materials and more
machinery. He believes that this type of help is very lmportant for small
entrepreneurs and that Lt enables growth and development in the community".

He Ls Jlad a new system - which "was lacking before” - has been staclished.
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llis experience with the Bank, Ignacio says, has "cultivated" him not only

in his knowledge of commercial business, but also in terms of “social
relations” since now he has made friends with some of the Bank officials.
Also, his work has introduced him to the "profeasional world".. He does

not feel 13olated as he belongs to the "Asociacion de Tecnicos de Protesis
Dental del Departamento de Junin" from which he receives publications on

new developments in his field and also is informed of price changes for molds
and dental equipment. Q;;e a month hé meets with his colleagues at this

A
Instictution to discuss "improvements in dental techniques”™.

Ignacio uses "cromo de cobalto" for his molds, a chemical which he imports
form the U.S. and from Japan. With the hope that he could have it produced in

Peru and therefore lower his costs, he sent the chemical to ggyera]l laboratories

in Lima for an analysis of its components. But, so far, he has had no success.

Dencal work 1s not an exclusive activity in Ignacio's life. He also manages

a store which he opened three years ago which sells contruction materials and
other hardware. This is Ignacio's Second source of income and he already has
plans for further expansion. Besides building metal ddors and windows to supply
to construction compdniss, Ignaclo wants to anter the local mining industry

by building meral containers used in mineral processing., He got this idea from
friends that work for mining companies and soon he will present his project to

rhe Tndustrial Bank for financing.
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With another loan from the Bank, Ignacio thinks he could become morsa
efficient by huying more sophisticated equipment. Ha wants to purchase
an alactrical oven to replace the gas oven thac he now uses. He also
wants tO acquire newer, more precise melting squipmant to expand hia
laboratory. In this way, he can operata at “full capacizy®™, Ignacio
gays, though he rmalizes that the market for this type of work dapands
on his patient's neads. "“Socon" he says, "1 will stact working oan thae
calculations for oy nau_piojcc:'. »

Hig,oldgr daughter Alic%a, Ignacio bhelisves, will become hia business
partner when she finishes school. She wants to becoma a dentist and ias
attending the Schoul of Dentistry at tha University of Huancayo. Ignacio
i3 cgrrently helped by his b;other Ramiro and his niace Rosaura. They
both work full time and ceceive sglaries. Alicia, and her siater [ila
fielp him when they are on vacation from school.-;;Aacio'--aldnat child
fernando seldom visies since he la a merchark who travels across the
counccy buying deliing different products. jOn‘ 0f his daughters is

married and hig other children live with their mothar in the country.

Tynacto ta now 49, married and father of seven children, six af them
giels age 16 to 27, His wife Lucla 3pends most of her time working on
thie tw; hecrare pLece of land that they own outside of Huancayo where ahe
Jrowsd cuen and poratcs malnly for family condunpiion. The surplus (i

swldt ta.rhe tuocal nmarket.,
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During harvest time she hires two laborers to help her with the work. Lucia
lives in a two room house built at one end of the small plest of land and

sees her husband when he comes on weekends and holydays. Ignacio is used

Lo this separation and beleives that "sometimes both, man and woman have to work.

Success in the different enterprises he has undertaken has made Ignacio
known in the city of Huancayo and has brought him prestige among his patients

and neighbors. *I have been able to slevate my standard of living by working

hard and by being patient®. "Now, I am sure that all my daughters will ba

professionals because I can provide for their futura', Ignacio says with

satisfaction and hope.
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VIiI. PEARAS OGNS INTRERVIEBEWERDOD

Interviews were held with the following Industrial Bank of Peru officiala:

Central Level in Lima

- Aldo R. Defilippi Traverso
financial Manager

- Nestor Corbetto
hief Relation with International Organization

- Jorge A. Borda Montero
Assistant Chief,
Small Business Enterprises
-~ Carlos Leca Arrieta
Assistant Manager,
Chief of Promotion and Development

BRANCH OFFICES

Cuzco ’ Cajamarca

- Justo Huaco Sanchez -~ Juan Garrido Artica
Administrator ,Adminiscrator '

- Mario E. Rodriguez : ~ Guillermo Lecca Soriano
¢hief of Technical Section Technical Advisor

~ Cesar 0. Mujica Castelo - Ramon Tuasta Pestanas
Supegvision , Credit Analyst

Huancaxo Huanuco

-~ Jesud Galdos Sodustrom = Juan Gutierrez
Administractor Administrator

- Roberto Tello Escurra
Chief Promotion [nit

JSAID/Lima Personnel

- George Wachtenheim
chief Development Resource Division



ANNEX A

Evaluation Methodology

T™ree data collection methads wers used in analyzing sub-~horrowers of
the FDR loan program:

- Examining records at both BIP ceantral offices in Liﬁﬂ and
selected branch offices.

- Administering4questionna;rea to é sample of ?ﬁR sub-borrowers
and examining their business raccrds;

- Conducting in-depth opsen ended interviaews with PDR sub-borrcwars.

Examination of Branch and Central Rescords:

BIP FDR records werse examined at two selected branch offices, Cuzco
and Huancayo. In each case, a random sampling of 120 ¥DR sub-borrowers
were chosen given a clear ovaerview of total FDR sub-borrowers of the

branches visited.

The following information was gathered from each sub-borrower file

raviewed:
1. focation, type, amount of lcans and firm characteristics.
2. Financial performance of sub-borrowers: Pre-loan and currant

informacion on total sales, gross and net incomes, and total debt over
the loan geriod.
3. Impact information: Net incoma, salaries paid, and net
worth changes and cost per job créatad for each aub—bofrowez
The above was comibined with an analysis of Branch sub-borrower racords
kegrt by the central BIP offices and at;cist;cs gacherad by the Miniscry of

Industcies.
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applicants, initial analysis of the sub-borrowars by the bank, follow-up

with clients after loans were approved and delinquency ratas of sub-borrowars.

In-depth Interviews:

Six in-depth interviews averaging saveral hours each were chosen
from the Huancayo branch. In each case, the sub-borrowers financial history
had been recorded before more informal interviews took place. Open ended

questions were used to determine how the sub-borrower's standard of living

had changed, that thejr opinion of the FDR loan was and what their future

.

plans might be.



ANNEX (D)

Financia l Analysis Methodology

Scope of Analysis

In reviewing the financial condition of FDR sub-borrowers, the survey
focused on:

- their current profitability, as measured by their return on sales

- rhe value added they generated, raflected by the gross profit
margin for those enterprigqs involved.in the mdnufactu:inq ;ectoz

- their financial solidity, as ihown by thair net worth and levarage
(debt to net worth ratio).

- thedir liqdidity, through working capital.
In addition, the analysis attempted to determine the extent to thich the FDR
had contributed to the growth of these enterprises over the years by measuring
the increase in real temms oé each enterprise's ;otal assets, net worth,

sales volume and net income, as well as its banefits in terms of increased

value added, and salaries paid out.

The size of each FDR sub-loan also locked at, to ascertain whether each sub-
borrower had contributed the stated 10% minimum of the cost of the investment.
Lastly, the burden of servicing the FDR loan or lcans was also measured against

the entecpeise’s cash f{low.

fara Callecrtion

In the vasr majority of cases{ 78 % of all ancterprises surveyed), the sub-
borrowers had cutside acccuntants who kept accouncing boocks. As it proved

Lmpogsible or Lmpractical ©o visit the accountant in addicion to the antarprise,
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the income statement and balance sheet had to be reconstructed from daca
providaed by the sub-borrower. In view of the rapid erosion of pricas and of
rhe inability of rhe entrepreneur to provida figures for 1981 as a whole, tha
income statement was derived from current monthly figures and extrapolated to
yearly flgures at current prices. The net income figure given was often
found to be substantially different from that calcylated by daducting cosc

of raw materials and opergting costs from tha sales figure provided. In such

cases, adjustments had to be made, taking into account estimated given by

A Y
BIP’s loan officer.

Accuracy of Data

Sales, gross income and net income figures obtained from che antrepreneurs
were esti&ated to ba an avera&e af 408 below actual figures, brobably raflact=
ing the eﬂtrepreneur‘s fear that tha information provided would and up with
Peruvian tax authorities. The above figura is based cn one hand on egtimates
provided by BIP's loan officer directly, on the other hand on realistic asump-
tions based on the entarprise's production capaéity, using in particular the

feasibility studies made at the time of application.

However, cthe analysis focused more on the multiplier effact of the FDR loans

on rncome, assets and net worth more than on actual dollar figures. In this
Eesgect, it can be reasonably assumed that under-estimation of actual figures
occurred ta similar e-tent ac the zime of the applicartion as it did at the

time of this evaluation, which would rherefore produca fairly reliabla data as
far as mulrnioliers are concerned. Thus, che figures obtained during the survey

wese lett unchanged.,
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Gross income figures providaed were in most cases rough estimations, based
either on a review of the cost of all raw materials used in the procduction
process (usually on a daily or weekly basis), or, when that proved impossibla,
on the monthly cost of raw materials as a percentage of sales as given by

the entrepreneur.

Net income figures do not include depreciation{ as the lattear could not be
reasonably estimated. Fd?thermore. accelerating intlatiah in Peru makas
traditional methods of eégipmen: depreciation izralevaht, as such equipment
should be re-evaluated for accounting purposes to reflect its real value

to the enterprise. Salaries paid by the owner to himself were when applicabla

excluded from expenses and inciuded in net income.

The debt burden ratio, which basjcally measures present monthly payments
on the FDR locan or loans to cash flow, included interest paymeants from the
calculation of net income so as to avoid distortions, such paymants being an

integral part of the debt burden.

The above also had to be taken into consideration in reconstructing the balance
sheet. Fixed assets, including machinery, were ligted a£ their current market
value, a much mcre re;listic figure than the original purchase price. Inventory
figures were rough estimates, as in most c;ses no inventory count was kept.
Lastly, net worth figures were deductad from assets and liabilities figures

obtained, as in the overwhelming majority of cases, the entrepreneurs wers

unable t©o estimate the actual value of their anterprise.
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After each interview, a reliability index was attributed to the accounting
informaticn provided, according to the BIP's loan officer's own judgment and

to how sales and other figures comparad with the firm's production capacity.



ANNEX c

INDEX MULTIPLIER

Cver Entire Year-end

Year Figqures
1975 . 14,99 13.55
1976 . 11.53 10.04
1977 , 8.42 7.25
1978 : 5.62 4.59
1979 3.43 2.74
1980 . 2.1 1.72
1981 1.26 1.00

wve



ANNEZX D

BREAKDOWN OF AVERAGE FDR LOAN
PROCESSING COSTS IN CUZCO

In Cuzco, the average cost of processing a loan was calculated at $49.
Including bank overhead calculated at 25%, total cost becomes in $54 per
loan. This estimate is based on the following expandituienx
Cost of paper, printing costs, legal documents S/ 500.00

Person hours spend for each, loan from the time
of application to disbursement of funds:

Bank technician: 4 hrs. incl. one visit to
borrower; reviewing loan documents and
avaluating fixed assets 7,000.00
Auxiliary services for the Technician (Transportation
. o - ; . (1)
time plus secretarial services) 1 hr, time 1,000.00

Legal department write~up of the contract
fincluding time to affix all signatures and.

explain contract to borrower) 1 hr. time : 1,500,00
Auxiliary legal secretarial servicas 30 min. 500.00
Accounting costs: calculated time spent setting

up initial repayment schedule, copying for client:
30 min. _ 2,000.00

Approval of the locan by Credit Committee (4
people averaging 10 minutes each)

total of 40 minutes person time 2,000.00
Cost of supervising the loan during the first (2)
year: 4 nours of person time 7,500,00 "%
Transportation coscs for the above supervision
5% 1,215.00
10% increase for complex cases {letters of credit,
extreme Jdistance) 2,3%2.00
TOTAL , S/.25,867.00

(31 = 5/.503.8)

(1) Reduced to 2 hrs. in medium rize loan
{2} Nor applicable with medium rize loan -

s T S O



’ . * SANCDO INDUSTRIAL DEL PERY

sucURSAL D€ .0 A9 A A B .2 A

1 AL COMTELTAS AV ARE wANCICAR I SOLIC ITU'D NQ 2053 MNAACCION TILESRASCA

! “MNOMET AraL"
;
J

c.1.I.U. H 3116-3121 CABILLA FORT AL Na,

! nge.

PRIORIDAD : Segunda,
SOLICIPANTE : UBICACION
Santiago El{ Plorian Saldatia Prapiche: Paraje Bl Palto (La Pila )
s Molino : Calle Msgdalena s/n? Dist,
Magdalena, Prov, y Depta, de Cajamar
ca,

ACTIVIDAD QUE REALIZA

! Elaboracidn de chancaces y harinas,

SITUACICN PFHEMTE AL BANCO

Préstamos concedidaos: Aﬂé MONTO SAIDO AL: 22-06

dQ» 1 ._979-

1,971 178,000,00

1,972 160, 000,00
_ 1,973 225,000.00 i
| 1,976 400,000,00 !
| 1,978 550,000, CO 439,047,00 .
IMFORTE DEL CREDITO PLAZO E INTERES CLASE DE OPERACION
{& 920,000, 00 5 ailos Préstamo nuevo
| Pfuente de Pinanciamiento : Interés 19,5 %
i Ban€o Industrial del Perd Comisidn _2.0 %
! POR, POTAL ¢ 21,5 %

OBJETO Y PFORIA DE UTILIZACION DEL CREDITO

PRUYRCTO: Consiste en el pago del saldo de la adquisicién de un mo -
tar Dieael entacionario "YANMAR", el cual ya se «ncuentra
en funcionamiento en su local Industrial,

é PINANCTACTON s
i REC. PROP, 5
FCUNCzETO CoS™03 PTmO,.. BIP, APORTADOS
! Adq. de mdquinas 11085,207.09 920, 0LC,00 16%,207.00
|_TC PAL: 11085,207.00 920, 0uU0,00 165,207.00
RESUMEHN
‘Recursos propios, 165,207,00 15.0 %
i ltecursos del F,D.R, 920,9uv0,00 85,0 7%
§ 1108%5,207.00 100.0 #
-6 { QOU00~4- 18
5 4
4 i
{ i
i i
E k|
| 1
i 4 {
3 4 §
{ ? 2
: : 4
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' sucuRsaL oe...C. A J A M ARCA,

‘i AL CUNIFLTAR UAVASE nu«:lonan} CIRECCION TELEGARFICA
! ; ~EHNOULY A"
. REF. . e CASILLA POST AL e

e,

PLaM DE INVERSION

§ ars pago de obligaciones de activo fijo. 4,.220,000.00
GARANTIAS

| Mdquina adquirida § 11085,207.00 86 % . 933,278.00
1

RESUMEN DE ESTUDIO DE MERCADO

[ Sus rroductos { charicaca’ y harinas: ) loa vende a intermediariocs en =
t tre elloa: Juan Cérdenaa, Eugeniano Rojas, Agepito Gutisrras, Jorge |
§ Su ldatla, Modeata Chdvesz en Magdalena, ]

HESUMEN DE INFORME TECNICO

i Artfculos gus Producae: Chancaca y productos de molinerf{a de granos,

i Local: a) Proplo

i b) Caracterfaticas: El trapiche se sncuentra ubicado en el pa

l ryje "EL PALTO®, conata de un drea aproif
madamente de 300 m-,, couetxtuido por wna nabitacidn donde
ae encuentra instalada &l motor, una ramada donde =lahora
la cheancaca y una pempe smplia donda ase almacene la cafla,
El molinoc ee encusntra ubicedo #n la sma ciudad, commtie=
tufdo por una Aola habitacidn de 84 m<,, el piso e8 da ce=
mento, las paredes de adobe, el tacho de eternift,

Fersonal: 1 ibrero estable que tradaja 8 horas diartss de lunes a sd
bado,

Ventas Fatimaedas:

a) 800 cestos de chancsca a ¥ 500.00 ¢/u, en 25 d{as S 400,000,000

1
i

b) Vents de narinas, - en 25 afas 40,000.00
¢) Magquila, trapiche y molino, en 25 dfaa 200,000,00

Y 640,00.00

iuuSTOS: Para las venta3s indicadas se estima como aigue:
Gantog Pljos:

———————te
| Azig. para el solicitants, 20,000,00 R
{ Deprecilaciones. 9,043,00 ' B
! Predios y arbitrioa. 150.00 24
Frima dJde seguros, 500,00 T
Movillasd, 2,000,00
Varios, 5,000,00 « 36,693.00
Uastos Varihles:
fiat, prima, matariales, 320,000,00
Jornalea y l=yes soclLales 48,000,030
| Comhustible y repuestos, 5Q,000,00
i Impreviatoa. 10,007,490 428, 000,00 § 464,693.00

| TYILIDAD MENSOAL ESTIMADA: & 175,307,900

BABMITJSIAII=ZTAE

— - em - —

ik o ot A A

e
RN Toe i, I
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"< BANCO i1NDUSTRIAL DEL PEZXD

sucumrsaL 0 .G A Jd AL A B.C Aunnn.

AL CONTESTAR StAVASE MENCIONAA DINECCION TELELEGRAMICA

qEr “NOUSTRIALY
f e JASILLA SQ3TAL N,

RESUMEN DE INFORME TECNICO ( CONTINUACION ')

FUNTO DB By UILIBRIO ¢ & 110,771.00, Que representa el 17 p» de sus veni
: tas,

i Los ingresos y costoe se han estimedo conside -!
! rando que la actividad se realiza solamente b6

' meses al ario, debido a las cosechas de cana.

s Sk i a~s

MATERTAS PRIMAS Y PROVELDORES

Materiag Primen: Cana lae azﬁcar y gmanos,

Proveedores: El solicitante se provee en un 80 % de su misma ma
toria prima, el resto es adquirido de los diferen—
tes agricultores de la zona.

on s e« o A
m e ————— Ak e

FORMA DE AMORTIZACION ANUAL ESTIMADA

Utilidad anual estimada § 11'051,842.00
Depreclaciones, 54,258,230 § 1%106,100.Q00

Cuota anual de servicios:
! Factor: 0.027335380.

2 Al Banco: § 301,788.00 ( AL mes ¥ 25,149.00 ) i
E Retridbucidén de Serviciocs: Préstamo vigente.

| Cuota arual § 234,000,00
. Tatal Pago anual:4535,788,00

COMENTARIO

§E1 Ssolicitante @8 prestatario de nueetra institucidén desde el ailo de

t 1,971, habiendo Jemoatrado seriedad y cumplimiento en el pago de 8us

{obl'gaCLOnes, a 18 fecha tiene un 8aldo de § 439,047.00; que seguird
en vigencia por medio de 1los recursos proplios del BIP,

' Con ol presente crédito se cancelarfa en su totalidud el motor adgui

;rxdo, del cusl ya ha realizade un adelanto de § 150,000,00

i 3e pone a consideracidén del Comité vara su aprobacldn.

CLZ/ C=26-06=79,
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. BANCOD INDUSTRIAL DEL PERYU

SUCUHSAL DE ... LAJAMARSS

AL CONTESTAN 1AV ASK MENCIONAR

1 1.8

VARECCION TELEGAAPFICA
“RMOURTRIAL"

U

CASILLA SQOSTAL Na,

Ref.Solicitud N? 2053 de SANTIACO ELI FLORIAN SALDARA

INFOIME LEGAL

[ PP

e pba ZaRT

&1 solicitante,en forma peraocnal,no tiene obligaciones pen -
dientes con el B.I.P., En calidad de apoderado da la testamenta -
r{a de don Sagundo floridn Plasencia mantiene un crédito otorga-
do con loa recursos proplos dsl Banco,dentro del cual cumple en
forma puntual sus obligaciones y tiene praementada la documenta -
cidén legal requerida. En el presente expedients se pondrd copla
de la licencia municipal y del Certificadse de Anteceadsntes de la
Policf{a de Investigaciones., Se opina,pues,favorablemsnte por el
otorgamiento del préstamo,.

Cajamarca, 26 ds Junio da 1979
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ANNEX

P

FOR BRANCH APPROVALS LEVEL

{As of 2/82)

Cradit Committees

Arequipa, Huancayo, Piura and Trujillo

Callao, Cusco, Chiclayo, Chimbote
~ Huanuco and Tarapoto

Cajamarca, Ica, Jaen, Pucallpa, Puno,
‘San Ramon and Tacna

Ayacucho, Huaraz and Iquitos

‘Decentralized Committees

Arequipa, Huancayo, Piura and Truijille

Cuscao, Huanuco, Chiclayo, Chimbote
and Tarapoto

Cajamarca, Ica, Jaen, Pucallpa, Puno,
San Ramon and Tacna

Ayacucho, Huaraz and Iquitos

Other

The Administrator
The Credit Committee

The Regional Chief
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Solas Dollars
($1 = S48)

15,000,000 27,372
12,000,000 21,898

8,000,000 14,598

5,000,000 39,124
20,000,000 36,496
16,000,000 29,197
12,000,000 21,898

8,000,000 14,598
10,000,000 18,248
80,000,000 145,985
150,000,000 273,723
¢ | 3



o SUCUESALES

ARECULPA
AYACHCHD
CAIAMRCA
“usCo
CHICLAYD
HLANUCO
HUAKAZ
HUsRCAYO
FIUKA
PUCALLIYA
PUNO

SAN RAMON
TACRA
TLRAPITO

TeLJILIO

i

ENREX

G

FDF 198C loan Tustarcenent by Eranch and Mornth
(Scles) )
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ANNEX #

ANALYSIS OF INFORMATION CONIAINED IN KRNDOMLY SELECTED FILES IN HULNCRYO

1976

3
2,548,130

A
882,045

“
439,293

1)
132,592

@
879,162

1

60%

_..9177

r21.
4,176,271

(16)
519,684

(14)
164, 366

(6)
190,014

(18)
2,767,654

13

57t

o L 53 St 8 e A s e At L e i et A L s e 4 4 T AN o e

e 1278

30
4,532,530

(29)
1,456,057

a7
218,477

(12)
170,690

(26
4,207,789

12

17

1879

126
3,312,985

0;
399,965

(15
146,505

.8
41,153

{26
3,812,953

18

6.9

238
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4 ot el o i i

(25"
5,089,742

(22)
260,431

(14)
196,783

(12)
61,251

2R
2,333,577

24

15.4

-8B
{14,
5,308,199

(o)
516,600

{6
370,440

‘&
9,135

03
1,087,654

16

18

14%

u
n\
ten
ILP

121)
4,713,474

@ov
788,630

(70)
256,310

“3)
100, 806

a1y
2,516,465

17.56

15.2

3.01

.3\55
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VEY RESULTS

HUANCRYOD HUANUCO cusCo CRIRMERCA TOTAL

(. = 21) {n = 21) ) {r. = 20) (r. = 23) Ro. L ]
Trpe of Enterprise
cole proprd urshap 19 17 20 23 79 528
limated liamilaty partnerstaj 2 4 [ 1%
Clfpotet 10N : 4]
Avelsge No. of years Bince 9 ’ 6 [3 1" -]
cstablistment
gecror:
Indusiry 13 13 1" 15 52 €38
Aruisan 2 1 3 1 7 [F1Y
Servives ' 4 [ 5 4 19 236
Caime ¥ e ] 1 2 18
hgriculture ] . 1 - 1 3 (1Y
) Total 83
iszation of Sub-borrower .
liside city 17 14 16 . 13 €0 718
Outside 4 7 4 10 25 2%
kverege Ro. of days between loan 130 51 44 75 28
solicitations & approvals
Average No. of days berwcen 32 44 21 31 ' 32
apjrovals & disburssnents
Purpese of Jast loan: Puichese of:
V. raw Gbterials 7 2 6 6 21 25%
2. equiment 3 10 5 6 24 PG1Y
3. fixed szaets 1 1 e
.o+ 2. ? 6 23 25
1. o+ 3. 1 1 2 1 5 71
PR + 3. 1 : 2 2 2%
1. + 2. + 3. 5 1 [ 7%
Mo dnformation 1 n
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burj-cee of Inéevicus FDR loar
1. Jow matcrials

€Qul e nt

fired 2ivels

- 2.

+ Z. + 3.

-t K

kveloge amtunt of last loarn
(000)  (not FV)

rversze emoduant of preévious lcan
(000)  (not PV)

kversge amiunt of locan (PV)

Type of Qubratitee

an purchesed equipment
on other eguiment
other
*

- Ko W RO e
- N

A 4
*
*

w N
-
[
.

Avérage tirm ©Of loan
faop)

Rap s yment hisvory
Esrly
oL time
less than 30 Zays
30 - 5% Zays late
60 - BY Jays lare
Mure thar 90 days

T.A. reveived from BIF
Yab
| 2]

b

HUINTRYC
tn = 21)

2,087

4,040

[V SR S

48

LU S S Y]

oowm

QuveEx LT

LY

UANUCD ja-Ye & CRIAFERCA TITRL
(L= 21) tr. = 20) (. = 23) . LY
4 € 3
€
1
1 2
1
2,137 1,485 V,114,434
2,638 1€8 2,683,333
$7,037
2 2 1 6 9
1 1 10 14
. 3 4 6
H 5 8 22 k]
4 1 7 1
2 6 5 16 23
2 3 5 _1
) Total 70 0o
60 45 50
1 i
10 15 23
3 1
6 1
Ro info.
9 33
1" 14 31

BEST AVAILABLE COPY



AJOD FIEVHVAY 1838

oAaEX L -

HUENIAYC HUANUCO CUSCO CRIRMARCA TITHL
(. = 21) ir. & 21) (n = 20) (n = 23) Ro. [
Type Ot T.h.
Featibility study ] ho 1nfo. 3 7 i8 21
F11l out applicavron form 14 18 32 £4q 64
hicounting sse stance 0] ? 12 19 22
Marheling &bk.stlable 3 1 4 8 9
Froductacn process 2 [4] 1 3 4
Other 2 0 1 3 4
Enterprise Onmies 'g Frevicus
GLCuj-ot10n
Werhed 1k famaly Ent. 3 [ 4 13 15
Cnned Other ELTcIpr)sSe t ? 7 7 22 26
Woirhed afi OLhel ELLETjrlse 8 ? 5 5 25 2
Ownied lana
workhed in egriculture Cos 2 1 3 4
Srudent 8 8 9
Other 3 3 3 9 n
No tnformation 5 85 Total 6 1008 Toualll
Owner o walager of other 6 10 L} 5 iy
CLLENLT BE
Average punber of adults 3 2 2.4 ) 2.6 2.5
Sapported by esch anterprise
Averege rnaaber of children ] 2 k] 2.34 2.8
Supjrted by cbch Ent.
N sxlter of aatiepYeneurs who
d1d not know
- emount of FDR lian 2 0 8 9
- 1nlesest rate at time of loan 10 13 2 0 25 29
- cufre&hl 151e€Test rate 10 13 4 2 29 34
- amtant of tiae remaining 4 3 0 13 15

to rejray luan



AJOD FIGVTVAY 1S38

AANEX T

HUENZAYOD BUANUCC [ O] ShIhwLFHCH TITRL

(n= 21) (n = 2V) {r. = 20) (n = 23 No. L
Vet of Ent. with egi:pment 3 € & 4 19 278
Froblens ‘
Kondrexr Ent. whe have prevaicus [ 8 8 "n 33 2%y
recesved lians
- fium fez:ly 2 ] 2 4 9 118
- other people 2 - 2 1 5 (3%
- Ladse 2 4 6 19 4%
bvevagze FPeroentese of Sales .
- t¢ loza) area (=11 8sy 963 [ 31N 838
- to othel jarts of Feru 24% 154 I3 198 G
- axpirved g4 0 0 0 2N
hverege pe) Sentdye of Raw Matelials .
- from loczal asea 30y 9% €8 SEN 328
- frouw other parts of Feru £Ss 83 1Y 418 L6
- sWmported : 138 " 128 FLY 1%
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Matreting ebilavy
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Cokjpe tition
Moot
condstion of physical
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share

Enterptiae profiratiliey

@5l impeortant chstacle
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Marken
Credat for ejuipment
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Technology
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13
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1 20 1 1
3 12 1 5
- 16 1 6
4 1? 1 1
4 15 - [
2 18 - 1)
4 13 - 2
9 W - 3
3 1% 8
9 g - 1?
- 19 - 3
1 .2
2 2
1 6
1 ]
2
2
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9
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14
13
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14
1]
14
16
10

17

CAIEMAKCH
$62
- &
- 5
- 6
- 4
- 4
- 3
- 8
2 10
4 17
- 2
5
7
1
1
5
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SET?

é3 3 2 s
17 2 17 56
18 3 14 €3
12 3 17 €2
19 3 17 6C
19 1 13 13
18 1 11 9
15 1 26 s
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21 3 6 70
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117
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{ from randomly selected bank files
Number

Industrial

Sawmill
Taslor
Metal work
furniture
Shoemaker
Baker
Cacrpenter
Cremicals
Miller

Wax Producer (candle maker)

Lecorations
Brick factory

Musical inscrument manufacturing

Autoparts

chalxman

Hat wmanufacturer
foad procesdsor
Egulpmentian
Porcelain man

[ce Cream man
Bathry products
Construction mat'ls
Chicken farm

Commerca
Pharmacist
Mecchanr
sarvices
Carwash
Photucopy
Mechanlig
Restaurant
orchastra
Artisan
Sweater oroducticn

Tacestry production

Toetal

ANNEX J

Occupations in Huancayo

4
26
,

A
— = W

IP'P‘H N e e N W W

mlm ) X

(SN ol g
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=
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4 branches

* Overdue lonas include all lcars on which paysents are over3ue by one day or more.

Exchenyge rate:

LE§=503.80 moles

** Total loans cutstanding &5 of end January 1982.

BEST AVAILABLE COPY

ANRED !!_S o
SJRVEYED ERINCAES OUTLINE
No. of No. of 4 Lean heproval Ruthority  (8$)  Total loan FDR Lean No, of FOR as & t of over-

No, of Credat whee) drive Compoter Branch Treday Decentralized Fortfolac*® Portfolic®® Lian Out- of total due FLR

Employees Offrcers welacle Terminal hdmirns, Committe Coums tLee {Uss) {UsS$) standing rortfolio Loan *
HUANCRYO 35 S 2 Yes §5,955 519,649 §29,724 §2,935,851  §2,536,6%7 HE. 48 10,60
(Sierra)
HUANUCO i
(High Junale) 17 3 1 No $3,970 $15,879 §23,619 $2,626,700 §2,320,109 86, 3¢ [ R vy
Uz o0 3B ] 1 _ Mo $3,970 . $15,879 $23,819 $2,846,885 $2,428,393 85, 36 11,08
{Sierxa)
ChIMMARCA % q ., 2 bo $1,984 $9,924 §15,819 § 388,064 § 399,556 862 B7.5% Z.9%
{Sicryva)
rverage of 26 4 §3,9%0 $15,1383 $23,322 $2,200,000 §1,506,Y00 Be. 9% 9.1




L e e e ]

Ayacucho
Cuzco
~Jundn

" Puna

PHASE TI ARANCUES

Cajamarca
tHHuanuco
(Ca
thiclayo
Acsyulipa
Hluacaz
Plury
vucallpa
San Ramon
Tacna
Tarapoto

Trujillo

TOrAL

Dollac Value
(V)

ANNEX L

POR Loan Disbursements by Branch 1975-1981

75 26 77 78 79 80 a1
1,069 22,781 41,764 61,696 183,116 510,536
527 48,852 90,914 141,440 199,916 184,589
165 20, 356 78,964 184,468 268,510 581,655
942 15,705 19,756 52,148 64,746 38,032
7,381 52,020 120,938 619,164
22,423 94,453 119,916 467,809
2,794 —
41,482 136,082
19,720
60,175
50,200
14,632
182,287
104,668
' 273,465
37,481
2,701 107,694 261,201 588,986 998,624 3,760,353 7,062,000
66,201 1,875,222 3,116,585 3,767,340 4,447,223 11,004,678 42,931,738
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3 da cuestianario

————

ANNEX M 3 de préscamo
Nombre de empresa:
Facha
Por
otros
ANTECEDENTRES DE [0S ARCHIVOS BIP
. : |
Informacion sobre la empresa: ) i
1
1. Clase de empresa: i oo
1. dusno proplo !
2. sociadad encomdandita !
3. sociedad de responsabilidad limitada z
4. sociedad andnima §
5. cooparativa i
{
2. Si el solicitante es persona natural: % 002
a.. tiene libreta tributaria? i
1. si 2. NO ‘
b. nimero da anos desde el lnicio de actividades —_— 003
3. Si es sociedad:
a. nimero de anos desde constitucidn 004
b. almero de socios . 005
4. Secror
l. iIndustria 2. Arxtesania 3. Servicios . oue
4. Comercio 5. Agricultura !
1
!
5. Actividad '; 007
Industry Artisan Servicas / Tourimm
[ ! baksries {1 weaavings S/ auto rapair shops
{4 carpenty snops /i. stone caIvings Sz farm machinery crsgalr shops
(3 slochlng manufacture 12 leather 53 print shops
[9 snoe manufactura . candles < grain nills
{1 Zecninam shops #. rugs '3 hostals
J& ::ofing cale zroaucToon ¢, tiliSTee e bicyclae shcpas
21 -ga zrocessing _ -/, dells ~ 7 rastauraats
/8 i.rrarvure marufactura A{Y CALVLAGS £ plumbing shocs
/% .-ne and plascar gracuctisn /4 Other ] £9 radio rspair snops
Jiv A&k Sane 3jTove nanufacTure Si10 Other
J11 Geher
Tomperse AgriculTure, Tisharies
¢! carmacies ‘ i, apraries
CLo .rucasy atores /4 1 cheuse production
€5 :sirzled 345 suppliars /7 - chickan graducrtian
CY agriculcural supsly storas /77 quinad pig groductism
€3 Nardware itdfes ey TTOUL productian
lg vcher Ay Sausage praduction
7/ chocolats rafialng
7 ¢ Other

BEST AVAILABLE COFY



w, v’

10.

1.

13.
14.

A. Localizacién
1. dentro de la ciudad
2. tuera de la ciudad
8. Distancia de la sucursal
C. Acceso ficil

L. Ssi 2. No

0

{an kilometros) s
A
1
|

e ’ -
INFORMACION SOBRE LOS PRESTAMOS
Primer Sequndo  Primer Segundo

Fecha de solicidud
Fecha de aprobacidn

# de dias entre solicitud y
aprobacion

Faecha de desembolso

Préatamo Pré&stamo Incremento

Incremento

7 g2

¥ de dias entre la aprobacidn o) 22

y el desembolso
Proposico del préstamo

l. para comprar materia prima

2. para adquisicidn de maquinas

Yy equlpo

J. para adquisicidn de
Nerramientas

4. para adquisicion de instal
wlvnes Fljas

9. Nrros

Cantidad del préstamo
Tigo de garancia

L. i¢bre la maquinaria
2. sobure otra maquinaria
3. otros

4. urngung

Periodo del préstamo
neses)

Periodo de gracia
{meses)

a-

s o2

v/ 721

BEST AVAILABLE COPY
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Primer Saqundo Primeyr

\

Sequndo

Prastamo Prastamo Incramento Incrasanto

RN JvYo <l

17. Pago mensual
16. Tasa de interés: v’3 Of s

a. Base:

b. Comisidn: .

c. Otros cobros:

{garantia)

d. Efectivo: o1/ g s
19. 8alance pendiente vad 33 vl
20. Historia de reembolso Yy O . BV

"l. Temprano

, 2. A tiempo

3. Tarde entre 10-59 dias

4. Tarde entre 60-89 dias

5. Tarde mds de 90 dias
PREGUNTE AL INGENIERD:
21. Ha recibido la empresa asistencia

técnica del Banco en relacidn
al préstamo?
l. 51 2. No

22. En case de ser Si, que clase
de aslistencia:

a. fue hecho un estudio de
factibilidad: . Si___.No __

b. para llenar la solicitud:
I'si _ oNe __ -
c. asistencia de contabilidad:
1. wno
2. No frecuentemente
3. frgcuentementa
d. Asistancia de mercadeo:
l. No
2. No frecuentemente

3. frecuentamence

BEST AVAILABLE COPY
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€. Asistencia de proceso da

fabricacidn;:
1. No
2. No frecuentementa

3.

f. Otra (especificar)

COMENTARIOS

frecuentemaenca

No

NO frecuentemente

frecuencementce

ADICTIONALES

R e —



 ENTREVISTA COM SL GERENTE O DUERQ

22,
24.

26.

27,

28.

29,

30.

3.

Cuando ¢l préstamo fue para la compra de maquinaria:

a. Ha tenido problemas con la maquinaria que comprd con
el préscama? 1 si Ze DO

BEST AVAILABLE COFPY i

s e i AW i

l. Garxente 2. Dueiic
a. Que hizo Ud. anﬁas de tansr ssts negocio? ;

1. trxabajé an una empresa familiar §

2. tenfa otro negocio g

3. trabajo con otra ampresa l

4. trabajo como agricuitor i

5. atro i
b. En caso de # 4 (agricultor), era: ' ?G%?

l. propletario de la tiarra ' | ?

2. arrendatario ‘ ;

3. empleado de una finca !
Tiene Ud. otro negocio propio u otro qua dirige sn: apx
1. agriculcura ;
2. fabricacidn ;
3. dervicios . i
4. nainguno '
a. Cuantos miembros adultos de su !anilia 1ncluno—usted———— ;Ofﬁ

viven de eate negocio? !
b. Cuantos nifics de su familia viven de aste nagocio? e
Cuanto fue el préstamo que Ud. rscibid del BIP? 7
(1. Corracto 2. Incorrecto)
(recordar el duefic buscar sus documentos s3i los tiene)
Cual fue la tasa de interés del p:ést&-n a la facha del %0%6
préstamn? : ‘
1. Correcto 2. Incorracto i
Cual es la tasa de interéds hoy? ‘Ut
1. Correcto 2. Incorredto
Cuanto tiempo le falta para pagar el prestamo? e
1. Correcro : 2. Incorrécto

Ao



M G-

b. qua clase de problemas:
1. no funciona
2. falta de repusstoa
3. equipo demasiado grands para sus necesidades
4. eyuipo demasiado pequefio para sus necasidades
5. equipo demasiado complicado para sus necesidades
6. otros

32. Ances de solicitar el préatamo,.datarminé ﬁd. cuanto iba a
ganar? L. si . 2, bNo

33, Le ayudd el banco a hacer un eatudioc de cuanto iba a ganar
con el préstamo?

l. &1 2. No

34, Le ayudd a lienar la solicitud?

1. si 2. wo ,
35.a.Le ayudd el banco a establacer un programa de contabilidad.
1. s&i 2. No

b.en caso de ser Si, como le afectd ssa asistencia?
1. Aumentd las ventas/ganancia
2. Bajé las ventas/ganancias

3. No hubo cambio

_ 4. ocraos
c.Tiene Ud. un contador?

1. si 2. No

Jd.Trene Ud. libros de contabilidad aquf?.
1. si 2. No

36. a. le ayudd el banco a buscar mercados?
1. si 2. No

b. En caso de ser Si, como le afectd esa asistencia?

17. a. Lle ayudd el banco a mejorar el proceso de fabricacién?

1. Si 2. ©No

b. En casc de ser Si, como le afectd esa ayuda:

1974~

[ 772

‘083

B

0kS

(1B

o¥ 7



. ;0‘&&'
38. Recibid o recibe asistencia ajena al Sanco? {por aj. dal :
vandedor de la maguinaria) 1.2 w A i
i-at,
39. a. Que clase de ayuda le ha faltado a U4.? ;“’J
b. Por qué: )
i
40, Como lo influyd el préstamo en su empresa? ;
' |
!
]
41, Si usted fuera Gerente del Banco, como manejarfa el programa '
' de préstamoa? :
|
o oo
42. Ha recibido Ud. un préstamo da otyas fusntes? -
1. si 2. No
41, tEn caso de ser Si, elabors:
Fuente ° % 1. familiar | 2. Otras g 3. 3anco
. . . Cantidad foge 7777 T o * Tow3”~ )
“O“ figl ;_';/.».IJ(/ [ :
- Interé : ,
Je o nterés 30‘” iy l“‘
TR Condiciones Crd 1 o
J de raembolso i I
] L7]
s O 3
P> R 100
@ o v o 44. a. Sabe Ud, cuanto fueron sus ventas en 19812
LE RV ‘ .
S B L. si 2. No
- N e &) —_— _
; b, 8i es afirmmativo, podrfa Ud. ensefiarse 3sus libros da i9f

Bl concabilidad y anotar:

Ventas Totales

BEST AVAILABLE COPY



[ Confipkle

¥l "
"4%. Si es negative, llenar la lista siguientas
Producto| Nimero por Niimero vendidoi Tncal da% Prasencal vantas z
j dia/semana/ por dia/sem4n34 Unidadns§ precio ? anuales
§ ano {(marca 1 afo (marca unol vendidos | de vancaé a pra- !
| uno) durante | durante estan-: en 1981 | p.unidad| senca ;
' | estancia alta| cia baja ! precio
{ i Cant.Duracibn| Cant.duracidn ‘
; i ~ ‘
| e NV S e
g i
— - — - o=
S S - i o
| {
) R St e -
T - !
: . _- {
i |- — 1-
! ! ]
e - . e —— -
5 ’ 92 , =
1O ; |
;. - -— -4 ‘ e —— e —t— - C§ o er——
' 46. a. Porcentaje de ventas que hace localmente: a.l. - [y
. i
a.2. Vvalor ‘54“‘
; b. Porcentaje Qe ventas que nace en otras partes del Peri: 04
b.l b.2 Valor
¢. Porcentaje de ventas que hace fuera del Peru: o7
c.l c.2 Valor
o e e e ——— e et ——— —_1 .
47. a. Sabe Ud. cuanto fue el costo de sus materias primas en 1981, wob
no incluyendo sueldos?
1. si 2. No
b. 5i afirmativo, vea libros de contabilidad si loa tiene: woy
Costo Jde macerias primas compradas en 1981

BEST AVAILABLE COFY




]

fiekle

~e
wud

PR e
Ancierto

PR ¢ e — . ‘- .. s ——

43. Si negativo, llenar la lista siguiente:

Materia & de unids. ¥ de unids. (Q total {PrescntafCasto—}
Prima compradas compradaa de Unids. ! pracic |Anual
por dia/mes/ por dfa/mes/ |compradas.{p/unid. ja pre-
ano (marcar 1) ! afio(marcar L) |en 1981 santa
durante escan- | durante estan- precio.
cia alta cia baja
$ Unids.Durac. | $Unids.Durac. '
! :
t
]
?
I % !
: 44 & } sif
Ll :
| | |

49. a. Porcentaje de materias primas compradas este afio el irea local? 2

a.l porcentaje: 7 |

a.2 wvalor: _ f¢5

b. Porcentajes de materias primas compradas este afio de otras ‘(H
regiones del Peru: ,

b.l porcentaje:
b.2 wvalor
c. Porcentaje de materias primas importadas de otraos paises? /5
¢.l porcantaje:
c.2 wvalor: lie

50. a. Sabe Ud. cuanto fueron sus utilidades brutas por el afo encaro 7

de 198172
L.osi , 2. No
b. Si afirmecivo, se podria ver sus libros de contabilidad? - 8

Utilidad bruta:
S1. S\ negacivo, calcula las wutilidades brutas:
a. Ventas tocales en 1481

L. = Costd de productos vendidos

i "
C. Ueilidad Bruta: 4

BEST AVAILABLE COPY



Py 8
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- ®
] O ~t
LR 5 )
i lut g
3 £ i
o v b
L] g Q
LY < o]
&5 o i3
52.
S3.
S54.
55
I
|
!
H [
; .
! |
!
56,

Sae

,{yg I

_—— . . . .
a. Sabe 0d. cuanto eran sus costos de operacisn durante 19817 ;Y
i. Si 2. NO i
51 afirmativa, se puede ver sus libros de contabilidad? i
b. Sueldos pagados ¢
c. Total de costos de operacida 22

Si no, calcula: o i
Costo de Costos prasentes Costos prasantas Costos anuales f
~peracién por dia/semana/ por dia/semana/ de ocperacidn
mes/ano(marca 1) i mee/anc (marca 1) al valor actual
durants estancia | duranta sstancia '
alta baja
costo duracidn ' costo ~ duracién
de ope- de opea-~
racién | racidn
, . i263
Salarios
Suministros
grilidades .
Renta
!
Depreciacidn
Oorros '
f e
TOTAL : =
S | | |
4. Sabe cuanto interés pagé Ud. por su(s) préstamo{s) en 1981 s
incluyendo intereses sobre préstamos ajenos al banco BIP, si hay)
L. Si 2. No
b. Si afirmativo, se podria ver sus libros de contabilidad y/o 1o
informes computados dal BIP.
Interés del Préstamo (en soles)
(no incluyendo principal)
a. Sabe Ud. cuanto fueron sus utilidades netas en 19817 127
L. Si 2. No
b. Si afirmativo, se podrf{a ver sus libros de contabilidad: 728

ycilidad neta:
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CINFORMACION DEL BALANCE GENERAL

57. Sabe “d. cuanto tiene da:
-2fectivo disponibla
-lo que deben sus clientes

-Inventario

Total Activos a Corto Plazo

58. Sabe f)d. al valor actual da su:

}_1 Si 2. ¥ol Cantidad
. reud) !
~Tierra { ;
-edificios b i
} 3
-Equipo Le| }
! |
J !
| i
i i
"
Total Activos Fijos i Tade
53. Sabe Ud. cuanto: '
i 1. S 2. No ! Cantidad
!/ y H
-Le debe a sus praveedores it i
de matarias primas ; : o P
-L& debe de préstamos a corto e~ i
plazo (capital de trabajo) '
143!
Total Pasivo a Corto Plazo
son:
BEST AVAILABLE COFPY
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l . i 60§ Otras Oeudas: ' _7
o ; !
I | st 2 we | cancicad
"i .i_ - Saldo del préstamo al BID r { !
J
PR "o T T o= e s - — g - - vem—— ¥ 1
Aoy - Otros préstamos a ].arqo plazo 3 { i
S - T e R /277 B
- Total de sus deudas a largo : !
placu P !
V7] e B
' Total de sus deudas a corto y
' “largo plazo:
L 150° Y -
Valqgnygco es: L
61. NOomero de empleados en la emmresat
{Duefio | Miembros Salariados | Trabajadores i Total ~,3
g ' de la fam. de Aprendizaje | i
' no pagados | L
. el h :
H IM Hi{ M HiM H " | H ,nrym)‘
e i) viopd o Y3l Jioded 1154 =9 =2 SRS VT
- Presen= ! j i
temente : : :
Al ciem- E i f :
. po de § { oo !
- salici~ % i i g
b
o 1723 Pq‘_ B VAR e P VA 7% 7 R P 777 i/.zw—J
1f. .
e - H j b Y J.‘- e e e _1...__.}
Mffabajadcres rabajadorrs de .
de. tiempo stancia v
parcial i
] RN ] Roon_ ;
PH oMo =HLno) i H M (1=1 ano) |
oA et 101! S I A )]
A S U U A A sl e

PR
]

e ——

© o e cmes . —

Clal ¢s el salario minimo que paga Ud.:

174

- - —— ——

Desde que Ud. recibid su préstamc vy la asistencia tdcnica del BIP

como cambid:

i | L. Disminuide| 2. quedado igual j 3 aumentado l )
g D] T
i la produccidn rotal : j
v -~ T e
i1 ia calidad del producto it
P JGES
;0 _la capacidad gerencial P
; . e 1

i ! - timiy
it el numero de emcleados 4 '
!
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e
i_ - la capacidad del sistema de contabilidad ;
§__:_ ol gqnocinﬁﬁf:b@- su mercado jru"( J
] la ca;;cidad de—;cilizacién }f’l 4J
la competencia Zh) l
;~—___k-:i”borcentaje de mercado ?fﬂ l
! la condicién de activos ff{sicos 0] }
la ganancia total de ia empresa ~iif

63. Chal es el obstaculo mis importants de axpansidn futura?

1. Capital de trabajo :
2. Crédito por maguinaria
i " 3. mercado

. 4. tecnologia

b. En caso Jde ser afirmativo, cuanto?

3 - BESIHMAKABLECOPY s

: 5. falta de maguinaria :
)
! 6. habilidad laborar
: :
% 7. dinero para comprar maquinaria
! !
3 8. capacidad gerencial
i 9. control del gobierno
: 10. otro
L
— ——- . —
;'4. Comentarios adicicnales:
{
{
i
i
t
i
|
!
!
o 05. Cbservaciones:
—
i
e
il
5
QY
S
- e e e m e 4 - C e ———— s - T _—
‘ ; . far J=3 i
60.4. Tlene Ud. otros ingresos?
a(_ bS5y 2. MO :
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, :67. Ingresns y Gastos ! (a) {b J i ]
H s ' . i
! : P . . i . R
) ! i Afic de la | Presents | Variacion|Variacion vVariacidn
B i i 1 ;
. ; i _'?ollcu):ud ( ) Nominal | Real jAnual
[ [ 77 b -~ a { iPromadio
e e T T 1 |
: INGRESOS , | ; i
e —— — T - 7] T wory) !
| : Unidades vendidas #aal e !“LJ pra
. — e r L g - .- . . - e eema— P e N B 1
| Ventas (soles Pl o rrt] Ll f << !
i I T ———— - pry-ts Y {
j ! Costo de la | | :
% , ! mercaderia vendida ‘ i
~ : ; . ————— - e -—- - '
i { GANANCIA BRUTA o] }.. ! RPN 1
; ! GASTOS DE QPERACION 1 '
; . Sélill‘lb;i o O] - ] l'Al / - 2l Z
: : Suministros o i :
o Utilidades (Serv.) ! - 2 i
! ) f e e c——— e i o o . — - ———
: Impuestcos :
!
; : - = R - 1 '
i Renta T 3 '
Depreciacidn ' o §~ ) T!-- T f T
i . . ——— . - -4 i .- — e g ae s e ,
: Gcros H ' !
; - - "“f‘"——"'—‘"' :‘ - - =
; TUTAL . !
.| GANANCIA DE OPERACIONES! " i T oo T
: : . - — - —— - A sy L. lr 1
I : Otros Ingresos \ ; :
, ; coTT T o sr =t ; :
. : Interés pagado | T j
. ! ) ;
R ST ] 1 P77 RS SV BT P |
| | { UTILIDAD NETA <! Lk R :
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i ,60. Balance Gsneral — \'(J LoD I .; _
i Afic de la |Presente ! VariacidniVariacidn Variacidn
. Solicicugd |{ ) Nominal { Resal anual
: b - a {index) {promadio)
' R B r '
' ACTIVOS
b Realizable a
{ i corto plazo
| I ’- . - . - —————um - - - — ==
| ; Efectivo {
| o T -
5 i Cuencas a ' "
i ' cobrar
. N .. - - r ———
: Inventario ]
. Suministros
4 . T s - vy an T —— | —— - ‘ ‘:‘J 7’
b Total <l 220 ) g
: i e e— PR —— -y - -—
! Activos Fijos
‘ i !
Tierra . ‘ . _
- Edificio i _
i Equipo ' T T B
L - ! : s ; A o [
: Total % ‘ vl |
| PASIVO [ i i ) . S S i
: ' ‘ Corrien:;-e o IY ' i
! ! 1 ittt ; .- b — S
i ' Cuentas a i
L pagac | e e SRR S
a Impuastos
! T i ’ f f
) NHeros ! | !
? PR ) -1 Yy
; Total e i f’
. Deuda a largo ! , i
| plazo t .
' | ! - ! - . '-v._._._...-l'...- -
; ; i Banco (BIP) ; i :
Py T s S S T a
: ' ! atro " ! ! !
b i ‘ CToemet o, et LT T
: ! : Total Pasivo ; t ) I* - ; :
Ly ! CIT T —_ P 3
oo ! Capital P ! [~ r
} ; '{ e mm . . o—— -I_ r - T r t
l H H 7 s KA (VAN
b TOTAL r d ] PIR | Forl -
Lo o L. = .
INDEX ' 1975 100 f
I 1976 135.0 ¢ :
L1977 170 b
L1978 205 1]
1979 494.8 4
| Lu80 757 .8 | BEST AVAILABLE COPY
{1581 1,355.0






