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Introduction 

Chapter I 

THE C'!PLOn!E~T PLAN~ING AND G:::::ERATIO:': PROJECT 

fE:.oject Design 

Enployment Planning and Generation. a 512.85 million project of the govern

oents of the United States and Panama, was signed on August 6, 1981. This four

year program includes $5.97 million in loans and grants from USAID) while $6.88 

million in counterpart funds have been committed by the Government of Pan~~. 

This combined support is distributed among three subprojects which converge on 

a co~~on objective: stimulating employment generation. 

The components consist or an innovative approach to solving the problem of 

widespread urban unemployment in Panama by uniting policy research, man,ower 

information, and lending to small and inedium scale firms: 

1. The Policy Analysis and Research System (PARS). 

The EPG plo~ect 1.'ill estz..blish .::. unit \lithln the dinistry of Commerce 

and Industry U1ICI). It \¥ill analyze existin&_GctP __ po'li.ciJi!,s ... ,and __ pr_ograms, and 

propose modifications or the introductiolLQf_ ne-Y.-prograr..s,"suppor:.tin.g employment 

generation. The PAR System \·lill ~~!1~ig_,o; ~J~~J_~ .. >,::::l~yel,.g:r::QJJP __ to be knO\VTl as 
---.~ -~. ~----'" ...... , ~- , - ' - , 

the -..!.~tjoI}atJ~m.2.12Yr:l~nt and Development Com.-:Jission. I t ,.rill also include a 

technical secretariat (the ~echnical/administrative unit) which will be respon

sible for planning and promotion of research projects. USAID grant funds in 

the al:lount of $625> 000 ,,:ill be provided for these purposes. They will be 

supplemented by a GOP co~~itment of $280,000. 

2. The HanpoHer Information System 01IS). 

A seconG dimension of the EPG project pertains to the acquisitiorr~ 

storage, and retriev~l_in useful_ form of labor force data and statistics. 

These will assist b~th public and private sector agencies to identify and 

anticipate labor requirements for both unskilled_andsemi-skilleQ workers. 

The mechanism to be em~loyed is a Manpower Information System (MIS) to be 

developed within the ... Hiniztq:. ... oL __ Labor, \,hich 1,.;i11 aim toward achieving a 

better match bet~een Panama's labor supply and demand. AID grant funds 

($200,000) will be used to finance technical assistance and training costs. 

The GOP counterpart ($98,000) .... il1 finance O;H:ration of the system, which 

is to be based upon existing census reports and survey data. 

3. The Supervised Credit Prograo eSCP) 

The prioary obstacle to the rapid ge~eration of c~ployment within 
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the cities of Panama is perceived to be the absence of medium te=m_CIedit to 

the largest group of prospective employers: small and mediuc scale enter

prises in the private sector. To point the way toward a solution, an inter

mediate credit institution will be established within the National Bank of 

Panama. Loans up to $100,000 will be provided at interest below current market 

rates for periods up to ten years. 

The program will be administered .by the bank's Employment Development 

Division, which is also responsible for the USAID Municipal Development Fund. 

The Division will make equipment and working capital loans available to labor 

intensive small and medium size firms in industry t commerce., and services 

sectors throughout Panama. USAID grant funds ($150,000) will provide technical 

assistance to establish the program. Approximately-3,OOO new jobs (1,600 

direct, ~,4000 indirect) are expected to result from $10 million loaned ($5 

million from USAID. $5 million from GOP) in supervised credit to he lent to 
• 

300-350 firms over the. life of the project. 

The Problem: Urban Unemplovment 

While unemployment in Panama .... as estimated at 1Q% of the labor force at 

the beginning of this decade, it had reached 14-22% in the urban corridor 

connecting Panama City with Colon. This corridor is the target of the country's 

migration pattern: it currently contains 50% of the population. and this 

proportion will expand to 60% by the year 2000. 

USAID IS ,priwary target group. poo"r families whose incomes are -barely 

sufficient~to meet basic needs. currently shows a 60-40 split between rural 

and urban a~ea~. With increasing urbanization, this pattern will tend to 

become reversed. These statistics, like those concerned with unemployment, 

are believed to be deficient and probably underestimate the magnitude of the 

problem. 

USAID estimates indicate that unemployment rose from 5~0% in 1970 to . 

15.4% in 1979, when there Here believed to be 92,000 persons wi.thoue \<'·ork. 

The metropolitan corridor Has believed to contain 75'%. with the balance spread 

betw~en the Central region (15%). the Western region(9%) and the Eastern 

region (1%). This estimate makes no allowance for the underemployed, who 

may add another 150.000 pe~sons to the total! 
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Toe Solution Proposed: Emgloyment Generation 

In addition to pop~.llatio~gE'0wth .. ~E:1d red.ist~ibution, Panama '5 emp1oy

Dent situation has been worsened by a trend to a more capital intensive 

economic structure. During the 1970's total inyest~ent in Panama's economy 

~as approximately $3 billion. During this period, approxitilately.92J72:.Uobs 

,,,ere produced at an average cost_of ..$" [ .7SCLin.vested per job. During the . 

following decade, it would be necessary for invest~ents to triele in order 

to bring unemployment down to 5% (i.e., 42,500 unemployed). 

These assumptions under~ine the need for a more labor intensive economic 

structure, capable of producing a greater.nu.'Jber of jobs at-reduced cost. 

Available data indicate that small and medium size firms are @ore labor . 

intensive than large firms. It is evident that they are most prominent in 

com:nerce and services t.'here they account for more than 75% of all firms and 

15% of the labor force. 

The position of snaIl and medium enterprises· (SHE)'in Panama's economy 

remains relatively weak because of (1) government policies including price 

and \.age controls, investment incentives and import_a~d export regulation 

which have discriminated against them, and (2) difficulties in gaining access 

to credit, technical and ma~agerial assistance. The EPG program is intended 

to reduce both types of impediments by altering policies ar.d providing credit 

and other forms of support. 

The EPG project launches a triple assault on this proble~ by proposing 

(l) timely recognition of it.,. dimensions through information processing \.,.i1:h

in the GOP; (2) re·tie'.-i of relevant polie.ies by an appropriate government 

agency; (3) e~12::ri~enta_tion :dt.h_~ model loan program offering a private 

sector solution to u~nemploYr!1ent through support for s::lall and medium enter

prises. 

Despite the conceptual integration of the three parts of the E?G project~ 

the distribution or funds for the separate components is asyu~etrical: 
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Financial Plan 

(US $000) 

USAID GOP TarAL 

DL DG 

Employment Policy and Planning 

280 PARS 625 905 - --- -_ ...... ,,*----
.. 

200 98 298 
.. 

HIS 

Supervised Credit Program 

SCP 5000 150 6500 11650 

TOTAL 5000 975 6878 12853 . 

The supervised loan program was to receive 91% of total EPG project support. 

Status of the Project: Mid-1983. 
<i 

The EPG project is at the mid-pDint of its life expectancy. At the end 

of two years, all of its components have become fully operational. The pro

ject design calls for a mid-term evaluation, which provides the occasion for 

the inquiry to be reported below. Like the project financing, however, the 

evaluation will be quite asymmetrical. 

The reasons for this are multiple. Although it was conceived as a 

package. the parts of the program have been pursued independently and at 

separate speeds. The responsibility for the Nanpower Information. System has 

been sepa~ated from the balance of EPG and assigned, successively, to several 
" . 

USAID staff members. The_...EAP,- System has recently received a cO::lprehensive . 

evaluation. by an outside consultant, Belisario Gonzales~ "'lhose 'report and 

recommendations are _presently under discussion. 

Tne prir.'lBry task of the presenj:_~yaluation has been to describe and 

analyze the perform~nceof;he National_.Bank_~f_Eanamafs supervized credit 

program. As a consequence, the other two EPG components will be restricted . 
to the brief treatment accorded in the following paragraphs. 

L The ~,~R System. 

An inter-agency Er.1ployment Develop:7lent COr:'snission \.las established 

in 1981 with the following membership: 

A. t-linis:ry of CO",-r.1erce and Industry 
B. Ministry of Planning and Econo~ic Policy 
C. Minist~y of Labor and Social Welfare 

~ -.-



_°5 _ 

D National Bahk of Panar.ta 
E. National Council of Private Enter,rise 
F. National Council of Labor Organizatio~s 
G. Banking Commission. 

The 2,nployment Development Cor.w.tission held its first lUeeting on NoveClber .11, 

1981. There were twelve subsequent meetings through 1982. 

A te~ical-ad~inistrative unit (T/AU) has been set up under the direction of 

Jas~dELLopez.- It has identified the following topics as suitable for 

investigation with PARS support: 

A. Small scale enterprises. 
B. Fiscal and tax incentives policies. 
Ca S~ployment/unemployment. 
D. Export promotion policies. 
E. Financial and credit policies. 
F. Pricing policies. 

Terms of reference have been prepared f0r the first two policy-related 

research projects designated above •. Tpe Fiscal ~,d tax incentives policies 

studv has ·been competitively awarded_to Clapp and..)·:ayne, Inc. Bids '.rill be 

solicited for the Small scale enterprises studv within the next several 

!.lor..ths. 

There is a general consensus that the PARS ac~ivities have lagged.behind. 

their projected level of co~pletion at the two-year ~ark. Primary responsi

bility has been placed upon contracting difficulties. Of the $905,000 made 

available to the projec=. only $§6,927 had been disbursed by the end of the 

first quarte~. 1983. 

Since no studies have yet been completed. it is not possible fo~ the PAR 

Sysce~; t.o have generate.d... either ._policy impacts or eoployment •. A number of 
I 

revisions are presently being proposed as a result of the evaluation jus: 

completed. It is eX;Jected, for example, that the Eoploymen.t Development 

Co~ission will exercise greater leadershi? in di~ecting research. 

2. ·-,[he Na n pot.;er I nforr.:a tiqn S ysten. 

The r.1ajor thrust: of this progra::l has. ~en~t_o get government age.."lcj.es 

with....a..co;:;::;non interest. in manpower information to co.operate '",itn each other 

to their mutual advantage under the leadership of the ~inistry of Labor and 

Social Welfare. This i~ to be accomplished tllrough the exchange and co~soli-

~ation of data sources a~d reduction of categories and measurements currently 

1n use to ~niform standards ~here possible. 

• 
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The end product. of t.his effort is t.he establishment of a Hu:nan __ g~~ources 

-1~JQrmation System (Sis~ema de Infor~acion de Recursos Humanos J or SIRH). 

A cowput.erized data bank \Yill apparently become the final goal of the SIRH 

program, but an interio accomplishment will be the establishment of a Docu

mentation Center, or st~tistical library, within the National Directorate of 

Er.rployment (Ministry of Labor and Social Helfare). 

Major accomplishcents to date include the publicatio~ of the followL~g: 

A .. Informacion Estadistica sobre Recursos Humanos 
(Censos, Encuestas de Hogares y Ocras Fuentes Oficiales). 
April, 1983. No.1. 

This document~ prepared under the supervision of 
Dr ..... Gustave Zakrze\<iski, international consultant to 
the ministry .obtained under this project. is based on 
statistics from the National Census of Panama and t.he 
National Survey of Households, and other official 
sources •. 

. .. 
B. Listado de A12unos Documentos Disponsibles 

(Boletin. Especial parael Acto Inaugural del Centro 
de Documencacion). June, 1983 

This first bulletin of the Docu~entation Center is 
a source list of reference materials available to 
I!IPspe~tive nse:rs. 

Other accomplis~~ents include joint meetings and seminars attended by 

both ~ontributors to, and users of, the SIRH J including the follo\.lng 

Ministries: Pl~nnin~~nd Economic Policy._Education.University-of Panama. 

and _University of Santa ~faria La Antigua. A number of educational and travel 
¥- ,.- • - - ._ • .. - I __ 

opportunities have also been provided to personnel ... -lith an official involve-

ment in SI~q activities~ 

Major intellectual contributions to the design and irnple~entation·of 
"" 

SIRH to date have come from Dr. Gustavo Zakrzewski. whose appointment to 

the ~inistry of Labor as consultant was initiated in February, 1983. and 

• 11 B hI I' PD""'/O· A"" e USA~D IT h . h .. d' h ft_.an roe \. ~ LnD) o~ 1, ~as 1ngton, ~ 0 part1c1pate 1n t e prepar-

ation of the project paper and has maintained 'hisinterest in the MIS. 

Mr. Broehl's most recent visit to Panaca was in June~ 1983. 

Current SIRH activities, planned for the second half of 1983, include 

the fo110, .. iI12: 

A. Acquisition and installation of a cODputer for the SIRH. 
together with the consultation necessary for training the 
personnel ~ho will be responsible for its operation. 
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B. Analysis of the consistency and quality of a series of 
statistics on ;:tanpower requirements and availability) 
to be conducted by Dr. Zakrzewski. 

C. Conduct of a seoinar to analyze and discuss oethods for 
prediction of ~anpower requirements. 

D. Acquisition of basic statistical information fro~ a . 
number of sources. This project will include reprocess~n8 
of inforoation for entry into the. co~puterized data bank. 
Data tdll be obtained from the Division of Statistics . 
and Census, and from Social Security. 

A preliminary step? already accomplished,was the preparation of a consultant'· 

report on needs for electronic data processing equipment by, the SIRH (Investi

gacion de Necesidades de un Eouipo de Procesamiento Electronico de Dato Dara 

el Sistema de Informacion de Recursos Humanos). The report was prepared by 

Porfi~io Fernandez. 

For the term ending De~ember 31, 1983. USAID has authorize~ the expe~di

ture of S196,665 on the SI~q. The funds are divitled between the establishment . 
of the system (Sl~2.6q~) and its operation ($44,000). If scheduled utiliza-

tion of these sums is realized, all USAID resources for SIRH support will be 

consumed durinci the present year. The ongoing financial co~~itnent to the 

project will become the . .!".e_sponsibility of the GO? 

Substantial progress has been made tOHard achievement of a number of the 

goals set for the :lanpm,;er Information Syste!:."l, no' ... designated as SIRH. How

ever, progress has been slower than expected, once again r because of diffi-

cuI ties in contrac4in~ c9ns~lting services. 

Allan Broehl. during his most recent visit. also expressed conCPrTI over 

the proposed design and content of the;._c~-:1puterized data ban!<.' His opinion 

was that an elaborate design had been prepared. but that cOiiLrnitment of ful1-

time personnel within the Ministry was insufficient for its imple~entation. 

Difficulties of this sort, should they prove to exist, tend to be self 
correcting. 

A less obvious question concerning the accocplishments of the SIRH 

project bears U90n its articulation wi:h the re~ainder of the EPG program. 

If plans have Leen wade to articulate the contents of the co~?uterized 

data base ~ith the needs oE prospective e~ployers or planners, they are not 

yet evident. There is a need for continuous interaction between supplie~s 

and consu~ers of ~anpower i~for~ation. If it not forthco~ing, the 



- 1.,J -

construction and operation of the SIRE could c<:cc;.>.e little more than an 

technical exercise. 

3. The Supervised Credit Progra~. 

The small and ~edium enterprise loan fund of the ~ational Bank of 

Panaca is the major subject of the evaluation study. In a sense. it occupies 

a middle ground bet1.ieen PARS and SIRH components of EPG. \·;here PARS is 

lagging~ and SIRH may be ahead of its expenditure schedule, th,= SCF is approx

i~4tely at the midpoint proposed in the project paper ae the end of two years. 

At the end of the second quarr.er of 1983, 197 l_oa..Q_subproje~ts had been 

approved, representing a total of_$4.4 million. 

This achievement appears to exceed the tHo-year targets set in the -pro

ject paper: 161 luans a~(LS:-Lrnillion committed. HOt-lever, the program has 

evolved by setting a course independent from other EPG components. It is 

managed by a semi-autonomous unit within the Banco Nacional de ?ana~a, which 

also houses, the admini,stration of th'e USAID i-lunicipai Loan Program (FODS·i). 

Neither B~P personnel nor loan recipients are aware that there are other 

projects contained within the EPG program. The conse~uences of this 

operational isolation will be considered in the co~cluding section of this 

study. 



Terr:ls of Credit 

Chapter II 

TIlE SUPERVISED CREDIT PROGRAH 

Loan Terms and Bank Ooerations 

The supervised credit pro8r&~ is located administratively within the 

Program for Planning and Ge~eration of R~ployment (Prograrna de Planificacion 

y Generacion de E.r.lnleo~ or PPG::). a unit of the BN?'s ExecUl;;.ive HanageOlent 

for Local Development (Gerencia Ejecutiva de Desarrollo Local. or GEDEL). 

Physically~ the prograc is lodged within the original headquarters of the 

Banco Nacional de Panama on Avenida Central within the business district of 

Santa Ana. 

The terms of credit under ~hich loans are authorized to be issued at this 

faCility are those specified in detail in the loan agreement \~hich. first 

of all, defines the scope and g~als of the program. 

A. Scope and Goals. 

The program aims to utilize a $10 milli?n loan fund to create C~ 

expand small and medium enterprises. The target number of firms to receive 

benefits was 323. which would determine that the average loan should be 

$31,000. The intent was to apportion the loan fund ahoong industrial. co~

nercial and service firms, as follows: 

Type of Percent of Average No. of 
Enterprise Loan Fund Loan Size Loans 

Industrial 40.0 $60 r OOO 67 

Commercial 35.0 30.000 117 

Service 25.0 18,000 139 

TOTALS. 100.0 $30,960 323 

The speci£icac~ons require that a fixed ratio be maintained between 

the amount of loan funds obtained and the nunber of jobs generated. The 

average cost of 9~rect job generated (56,..234) was to be reached by the appli

cation of a formula which allocated the new workers by the type of establisb

cent in which they were to be e~ployed: 
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Maxirnu~ Cost Der Job bv TYDe of EnterD~ise 

Industrial $~9,OOO 

Commercial ._ 5 t 000 

Service 5,000 

Given its assumptions, the progra;n vas expected to generate.J._~604.net., 

jobs, which ~ould be distributed as follows: 402 industrial, 702 co~~~~~al "- ,.-. --'"<----- ._ ... -
and 500 ser'.rice. The ratio of i:1direct to direct eoployment was esti.llaeed 

at .8:1. .The indi:::-ect increment, de::-i'.Ted by a?plying t.his ratio to 1~604 

directl j' employed) tiou.ld be an ad .Ii t.io~al-.l ~284 posi 1:ions. 

The basic concepts defining the B~? loan project are those of a subs~

dized credit oro~ram~ i.e., one which proviJes special advantages to borrowers 

",hich are not available from commercial credit sources. Three of these 

deserve special at:ention: 

1. Selection of credit risks. 

Eligibility is to be restricted to " ••• smell and 
medium size enterprises that are unable to obtain 
credit from the commercial banking system. 1I 

2. Provision or technical assistance. 

Once selected and approved for financing, technical 
and mana;;ement assistance \.;as to be !hade available to 
loan recipients fran a group of qualified private 
consultants (no~ ENP employees). A register of 
consult.ants is to be maintained at B?IP for this purpose. 

3. Adjustable interest rates. 

Sub-loan interest rates to clients were to be determined 
by a formula which t&kes_~nto account. the cost of capi
t~l. interest rates charged by development institutions~ 
and the interest rates charged by commercial banks in 
Panama'for specific types of establishments; industrial y 

com~ercial and service. Rates will be adjusted ~uarterly. 

To facilitate the selection of credit risks from persons without a'ccess 

to other sources of credit, it was recor.~endeq that "flexible collateral 

reqlljreme.I]~s !,,_~flecting the circurnstances and needs of the small businessmen" 

be utilized. To provide revenue for the retention of private consultants, 

three points of in~erest charged to each bOrrO\ier is to be earmarked for 

this purpose. 
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The interest ~a~e fornula to be employed is illustrateL: in Table 1, 

opposi te. The intent t.as to cre:>ate an interest subsidy \.;hich "'ould fall 

midway between the extreQely low rates charged by development agencies an1 

government lenders and the prohibitively high cor:unercial rates charged in the 

free credit market. It ,.as expected that clients might be prepared to 

become commercial credit customers J?y_.p~~sing t:n:r0.Egn t_h!s process. 

To provide an additional financial cushion to client enterprises, a 

ngr.ace period" of up to three years was built:. into the proje1:t credit tanIS. 
~ --.-.-. - ----- -- ~.--

. Another "easy credit" factor in the program was the provision that loans -

could be made for_~Q......~.~n_Y.~_~_E~' Both these features anticipate that ne\i 

enterprises-will-need-tice to.realize a level of profitability which \.111 

support credit costs, and expansion enterprises will need time to "scale up" 

their operations for the same purpose. 

B. Loan Terms 

The specific terms proposed by USAID for presentation to prospective 

borrowers ap?ear in Table 2. opposite (a photocopy from the loan agreement). 

The naxi~um size and collateral requirements are introduced here for the 

first ti@e in this discussion. A Spanish translation. published and distri

buted by the Banco Nacional de Panama in a promotional brochure~ has been 

reproduced a;::LTable 3. The entire B:iP program description has been included 

as Appendix "A". 

The 6nly substantial difference between Tables 2-3 is that the BMP 

publication identifies the actual rate of interest chareed to client~ for the 

first ti It is lL~. in~luding the 3% fee to defray the cost of technical 

assistance from privflte consultants. The 12% rate compares with 14% currently 

charged by the B~P to customers for small and medium size business loans 

which are not subsidized by the EPG program. 

~ote, however, that the fine print at bottom of the BN? announce-. 
~ent alerts the custo~er that interest rates will be revised every three 

~on following changes in the credit market. Finally, one might question 

the "flexibility" of a collateral require:-:1e:1t 85 to 95 -percent (Table 2). 

:!o' .... e"ler, in proc t ise, the m·!? permits clien ts ::0 S(} Lis fy th.is requi remen:. in 

va rio u s ',-:a 'j S • 

( 

\ 



Table 1 

R:lt(~ Formula 

--- ---t--_. 

Ecor-;mllC J\cnv lIT 

Ind ./H~llltjf ./Const. 

Scrvicl'~J 

DNP's Cost 
of Capital 

107. 

10% 

107. 

Development Instit. 
Interest Rates 

, 12% 

20'; 

20r. 

Sub-Loa" Interest Rate - [m.ox! + (17.37.) _+. (1).3%lJ • 16:n 
3 

Commercial Dank 
Interest It.'\tes 

20% 

22X 

227. 

NOTE~ The 16.27. sub-loan interest rate inclutles 37. for technicl11Jmana~cment a.ssistanc~ (THA). 

Economic 
Activity 
J\vcra~e 

14.07. 

17.3% 

17.3% 

-------



~.axir.,--:1 ?.epay:r.'2n t 
{Fix;e a..-.c1 )':o~king C2.9italj 

;':;er2:;e ('!.:!xi.'7.'..;.;.-:l (~?) Inves~r.t 

Per Job 

Interest. Ha.te .. 

""ied 

.. 

.. · 

.. .. 

.. ... 

· .. 
.. 
• 

.. .. 

. .. 

.. .. 
: 

. .. 
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Table 2 

SIOO/OCO 

10 years (!~cluCes 3 years Grace 
Perio::i) 

95% collateral 51,- cash 

$10,000 

Hill be c~termir:ed 1::::/ ENP en a ::;:uar:
teriy Cc31s usir~ G~e for.r.ula of 
Table 2 .. 

$50,000 

10 yea:s (ircluces 3 years Grace 
Per::'cC) 

85% col1ate=al - 15% cash 

$5,000 

will be_ Gete!:1TIine-d l::7,/ tte 3:2 on a 
~~arterly basis,. ~sirq ~~o fo~ula 
of Table 2. 

Se:::vice Sector 

.. .. 
: 

.. .. 

.. .. 

: 

$30,000 

7 years 
Peried) 

yeacs Grace 

90~ colla~e=a.l - 10% cash) 

S5,OOO 
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Table 3 

COl\-lD1CIONES 
DE LOS 
SUB
PRE5TA~ilOS 

Las condiciones que se 
solicitaran a los sub.prestatarios· 
seran fijadas de acuerdo a las 
actividades, las cuales se 
describen a continuaci6n. 

'. 

INDUSTRLI\L, CONSTRUCCION, 
. M.A...1\iIlF ACTURERA 

Monto l'rIixLrno del Prestamo 
Periodo de 1Tendmi~n~u 
Perlodo de Gracia 
Aporte d~l Empresano 

Tasa de Inte:-~s:;C 
Tasa de aSlstenc:a Tfcnica 
Promedio cl.:: Inversion 
por Trabajo a Ge:nerar 

B/.IOC.OOO 
HJ.sta 10 ?onos 

Hasta.3 arios 
Minimo 50/0 d'el Costo· 

Total del PrlJyecto 

97'0 anual sabre saIdo 

B/.IO,oon 

CO:'.lERCIAL 

Monto Maximo eel Prestama 
Periado de Vencirniento 
Periacio de Gracia 
Aporte del empresario 

B/.50,OOG 
Hasta 10 arios 

Hasta S anos 
15% del casto tQt.u 

del ?royecto 

Tasa de interes * 9% anual sabre saido 
Tasa de Asistencia Tec"'!ica 3 0

/0 anual sabre saldo -----------------------Pramedio de Inver$i~n 
por Trabajo a General" BI.5,OOO 

SERVICIOS 

Monto i''''L~_'(;jno del Piestarno B/.30,OOO 
Periodo de Venci.-niento Hasta 7 <lno~ 

~~-------------~~~~~ Periodo de Grac~ia=--________ Hast::!. 3 arios 
Aporte del Empres;::rio lO% dd co;to total 

del pro:rccto 

T"s.1 deJj1te~es "" 9% <ll1ual soore saldo 
'fasa de i\s(~;Tccnica 3'10 <:n'J-~l sabre s;J1do 
Pron1E;dio ue Inversion 
por Trah(1jo :1 Gener:ir Bf.5.000 

* l..::I tl!..:l de inlcr.!s scci I"·vj~..u tritnt:5tn.lmcnte y ~jun<h 

~SUfl 105 ~mbio~ dd mcrC:lJo, 

. ... 

-. 
~ 
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, 
In practise, the B~P has per~itted applicants to present three types of 

collateral to meet the ~inimum require~ents of Table 2. Real property, co

sigr.ers, and personnal savings or cash on hand are all acceptable. When real 

property is presented as collateral, it is evaluated according to the following 

USAID formula: 

A. Land is accepted at 100% market value. 
B. Equipment and machinery (IOOZ if ne','i; used 

at market value minus depreciatio~). 
C. Furniture (80% market value). 
D. Homes (100% market value), 
E. Bank accounts (100% value). 
F. Jewelry (90% market value). 

The maximum collateral requirement cannot exceed 100% of the value of the 

loan. Other ter-l7ts and requirements are to be applied through the medium of a 

cOl7tprehensive study of each loan project to be conducted by the permanent 

staff of the PPGE unit within the BN? The finan~ial ~nalysis of sub-borrowers 

included as part of the study should verify the follo~ing: 

A. Technical feasibility of the project. 
B. Financial feasibility of the project, i.e., the 

proposed activity has an internal rate of return 
(IRR) equal to or greater than the cost of ca?ital. 

C. Borro~ers be full-time o~ner/nana3ers of the loan 
financed activity. 

D. Borro~ers ~ust dedonstrate managerial ca~ability. 
E. Technical assistance require~ents of the borrower 

and/or his project. 
F. Costs per direct job generaced. 

There are additional legal requirements which must be met.by prospecti'le 

applicants. and' a catala; of docurnents which oust be prepared and submitted. 

These will be introd~ced in the following chapter- which considers the app1i-

cation procedures utilized ny the 3;;P in detai 1, and. actually follows a 

hy thetical client t~rough the entire ue~ce of ste~s to be negotiated. 

iona: O~ nization of PPC2 

As a condition precedin3 loan disburse~ent. GSAID reGuired that 11 ••• a 

stCl f: est-abI from the E~ploy~ent Dev~lop~ent Di~ision of the 

to key pcsitions~tf 

and ins:alled els~~here within the or;an 

za t i C:1, e .. 3 .. , i f1 t I ustrial Loan Division. 
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The pro?osed organization, as it 3?pearS in the project paper, is I 

reproduced in Table 4, opposite. Under the ~eneral canager. it was to contain 

five sub-units: 

A. Planning and Analysis. 
B. Legal Assistance. 
C. Operations.-
D. Credit 
E. Technical Assistance. -

The personnel plan for the first year called for 14 person-years. This 

~ould gradually be expanded to 28.5 person-years during the fourth and final 

year of operations. The expansion would take place within the framework of 

units outlined above. 

A more complex design .... ·as installed at PPGE from the beginning, ho .... ever. 

As displayed in Table 5, it includes a Panama office under the General 

Hanager> and t"Q regional offices in .Chi tre and Dq vid e. \h thin the Panar...a 

(central) office, ther~ are four departments, t\vO of which (Operations and 

Technical Depart~ents) are divided into seven functionally specific subunits. 

As docuoented in Table 6, copied from the personnel table submitted by E?~? 

in October. 1981, the project began with 30 fulltine staff members rather 

than 14. 

The first general manager designated to take charge of PPGE was Jaine E. 

Simons. who had previously served BN? as director of the USAID-sponsored mUni

cipal loan prograo (FODE·!). i-lhile it passed without official co~ ... "!lent, BNP 

actually "folded" the remains of the FODE·! project--cor.sisting of collections 

on outstanding municipal accounts---into the newly forrroed GEDEL division , 
which also cont:ained PPGE, the supervised credit program newly provided .. -ith 

$10 million in loan tunds. A third unit financed by the Inter-American 

Development Bank ~nd entitled Strengthening Public Services (similar to 

FODS'-!) shares the sc:.me personnel. 

\-lhile administrative cOr.Jplexities are cer.tain to arise from the decision 

to merge three projects into a Single 3~I? subdivision, cost accounting has 

become an even more sensitive issue. As is so oft~n the case, it has been 

solved by recourse to a formula: 
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Table 4 

B;~?' '5 Ei-:PlOYj'~EiiT DEVELO?i·;c:r~T D1VI510;1 A:m FU~;o 

(1981) 

BN? 
Board of Directors 

I i;enera 1 r1anager 

Employment De'le1opment 
Division & Fund :·tanager 

> 

• 

Planning and 

2 of 14 

. -

Analysis Dept. I 

I 
1 , 
l 
! 
I 

; 

! 

r 

i 
; 

• 

I 

: 

,/ 

Legal Assistance Dept. 
I 
t 
; , 

r - ... ,. 

T ech/:1gmt. I Tech;:~ana:na~ 
Ass i s ta nee - I 

I 
P · .. r ., ... ~!1 ASslst2.l1Ce Dept. I 

, rl'/i',e,o.1sultanc> I i I 
• ~ys~e:.: _ :..-1 _____ .......... 

1 
I 

I 
Credit 

! 

i i 
, 
! - • 
! 
t 

l I 
I 
: 

Dept. Opeiatio 
o eiJt. 

\ , 
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Tz.~le 5 
Banco Nacional d~ Panarr.a· 

Table of Organization 
(1983) 

LEG_~L 

ASS ISTAlTC::: 

TECHNICAL· . I n ..... p- ,.'" T'trT"'~Tm -----t-------I J:. "it "u:. ,," 

I Analysis and 
Evaluation 

Superv:i.sion 
and 

. rl~oni'"t"O'ring 

'J:echnical 
J...ssistaTIce 

and 
TraIning 

Area 
. C~ni:ral: 
Cnitre 

REGIONAL OPFICES 

~ - "-' ~ 

PLAIUrniG 
O'::-:?!CE 

.... _ ...... ,. 
=- - ..... -

. -.. :..:.. : = ::..... '- ". 

O?E.2._A.~ IONS __ 
DB PA?.TtIE l':T 

b.ccourlting 

CollectioI1S 

Treasurz 

Budget. J 

Area 
Occidentai: 
])2.vid 
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Table 6 

n;..~,ca rlAC IONAL DE PMIA~A 

PlA;I! F j Ct,C IO:t y G::il~~';C 1 ':;:1 DE EH?LE03 

ESTRUCTU?.A DE PERSClNAL 

Gerente Ejecu~iyo 

~onduc:or 

AseSOf Legal 

As i stenci a 

Ano: 1~3l 

GEREtiCIA EJE:CUTIVA 

- Jai~ E. SIr.~ns B. 

- Dida~ Ar-adz 

- lorenzo Atencio 

ASESOR LEGAL 

- Luis Salazar Rodriguez 

P~ritza c. de Tristan 

PlAH1FtCACt!J:1 

Jose De la Guardia 
.,.- -lecnlca Estrella Y5. 

Tecnic~ en Capacitacion - Rosalia de Si~n5 

OEPART;'.HCJtTO C?E?ATIVO 

Jefe de De~ar~~~ento 

Secret'ar"ia . . 

. 

Ana1~s:a de ?rc3upuesto 

- 0 ar-....e t rio Va t 1 e cr 1 to 

p r.::s U?U E STc) 

- Carr.~~ YCi 

( 

," 

. . 



Cont::"ldor 

Asistente Contudor 

Cobr~or 

Contaeor 

Asistcnte Contador 

Jefe de ~epartamento 

Secretad.a 

tngeniero !ndusrrtal 

Ing~niero lncustrial 

- Luis; Ag!JHar 

- Et~lvina ca R~~s 

CCB~OS . 

Reyno V~squez 

TESORERIA 

- Elvira Cparta 

- '!rial tel"' Eleta 

DEPARTA~En'jO TEC~U CO 

Adelina Chavarria 

- Ana »aria Quezada 

MtAUS1$ Y EVAlTJAClOH 

- Rosalino Pereira 

(Control de caiidad y mercadeo} Ricardo atve:"i3 

lHge.l Rio:: 

ludovina HartTnez 

P.el ida Sierra 

Anali1ta de Cridito . • Analista de Credito 

Sec:retad a 

Secretari'l 

SUPc~VISIO~ D2 PROYECTOS 

- Horaclo Hern~ndez 

P~sa.Haydee Hartinez 

-2-

.. 

• ! 

... 
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AS t ST:::~IC I A TEC~II CA Y C:'.?id: I T,",~ 10:1 

Tccnico en A5istencia Tecaica 

Represent~nte eel Area 

Javier' ~5r.doja 

Ca:;~a ?a1acio5 

- Alfr~do Sjnclai~ 

OF l C H1A ?:::G 10:1 C-C:C I Dc~rrAl 

Representunte eel Area C5valdo AIzpurua 

-)-

( 

, 
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1. Direct costs which are readily ide~:ified are charged to each 
separate project withi~ GEDEL. 

2. A management fee of 2% of all costs is budgeted for the 
entire department. 

3. Indirect costs (including such I:lajor items as 'salaries, 
vages, travel, office expenses. etc.) are apportioned by 
formula as follows: 22% to F'OD21 , 38% to PPGE, and 38% 
to Inter-American Development Bank. 

The organization of PPGE within BNP has rer.tained essentially unchanged 

since 1981. Personnel changes have taken place. hm.lever. The most i::lportant 

of these 'was the departure of JaiI:le Swens i!l LIovember ~ 1982. to becom~ 

National Di':'ector of Casinos. OfficiallYr he rer:tains "on leave" from Banco 

Nacional de Panama. Adelina Chavarria, ~ho now occupies his office, holds 

the title of "Technical Director". 

AlthouSh ~welve staff members are alleged to have left the program at 

the time of Simon's withdrawal, staff continuity ~n keY'positions has been . 
rather substantial. The following manage~ent personnel held. and continue 

to hold, responsible positions: 

Name 

Rosalia de Simmons' 
Demetrio Vallecilla 
Reyna Vasquez 
Adelina Chavarria 
Deidar.1ia Arjona 

Present Position 

Chief of Department, Plannin; 
Chief of Department, Operations 
Director of Collections. 
Technical Director, PPGE 
Chief of Department. Supervision 

All of the above can be found listed i~ Table 6, the original listof:PEGE 

personnel. 

A brief introduction to the functions and responsibilities of each of 

the divisions and principal subunits identified in Table 5 will be presented . . 

belo ..... : 

1. General Manager. 

In addition to general superv~slon, the Technical Director1s 

unique responsibilities are to represent PPGS "in dealings ..... ith project 

sponsors: IBD and USAID. More frequently, the TD serves as a rne~ber of the 

B~P Credit cOG~ittee, "hich Geets bimonthly to review and vote on approval 

of loan applications. All ~embers of the Co~~ittee except Adelina Chavarria 

are from other parts of the Bank. 
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2. Planning Office. 

Like the general manager, the planning office appears to repre

sent PPGE in dealings with the outside world. e.g .• in preparation of 

sta tis tics , report~. and project:ions for consumption elsewhere ,{ithin the Bank. 

This is the only Departoent ..... ithin PPGE which appea.rs to have little direct 

contact with clients. It is consistent with these observations to note t~~t 

the director of this Departcent was aSSigned to represent PPGE in the 
evaluation study conducted by the authors. 

3. Legal Assistance. 
• _ .. ___ ~r· ... 

This unit has t~o pri~~ry functions. The first is to cer~ify 

the legal stat-as. oL.docunents provided.. as...suppo:r:t....foLapplications prepared 

by_prospective borrowers. The second is to take action-again~elinquent 

accounts. Because of the rather lenient at~itude maintained toward late 

paynents throughout tte program~ th~ first of tht:!!se functions is more llIlpor-

tant than the second. c < 

Since the largest number of applications rejected for a specific reason 

a:-e turned down because __ of -: nadequate garantias (collateral requireme!ltsl~ 

the legal office, which reviews the evidence of ownership presented, occupies 

an i;:,portant po tion. This office also prepares <_the contracts. which ser.e 

as loan agree~ents. 

4. Technical De?ar~ment. 

This flDepart::-,ent", ... hich has no directo!."', is only a set of com

ponents, each of which has its own chief of operations. 

a. Analysis and Evaluation. 
. 

- This division is responsible for the preparation of project 

st.t:dies. These stt:d~ies are th~_b~?_:;'~<_o( _de_terr:l:i:..na~iqn_ concerning the eligi

bility of the applicant and thafinanciaL viability of the project. Prelic

inary screening or applications takes place within this division. Client 

requests for disbursement are referred to Analysis and Evaluation for 

approval, as are any attempts to alter terms ~f the original loan agreement. 

b. Supervision and Monitoring. 

Once a loan has been a~?roved, res?onsibility for execution is 

assu~ed by this division. Site vis a~e ~ade to verify the purch~se of 

equip~ent, pro;ress of construction, etc. In cases of late ~ay~ent. inquiries 

~ay be directed throuzh :his division to det ne the circumstar.ces. 
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5. _Operat.i~ns .Department. 

This is an authentic Depart~ent with a Director who is the seccnd 

most influential official in the FPGE. From the BNP's point of view, cash 

flo~. is the most important aspect of the supervised credit program. Respon

sibility for collections and disbursements is contained completely \nthin 

this Department. 

Among its individual functions and responsibilities are the follo,nng: 

a. Receipt of requests for disbursements, and 
approval of payments. 

b" Recei;>t of ar.lOl:tization. parcents on loan cont:racts. 
c. Notification of clients ~hose payments are 

delinquent. 
d. Transmittal of accounting data to the BNP central 

. computer. 

Activities of this department are closest to "conventional'! banking. 

6. Regional Offices. 

Since decision making within the PPGE is highly centralized, 

region~l of:iccs ~re pri~arily points of contact with potential clients. 

They can respond to inquiries, provide application forms and make referrals 

to the central office , .... here applications s:..:st be prese!1teci. Follo; ... ing aHard 

of a loan wit~in thei~ jurisdictions, they engage in some supervisory activi-

ties, es~ecially in ~aking cnlls on delinq~ent 2ccou~ts. 
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Primary responsibility for superl.'ision, monitoring and technical assis

tance/training is retained by the Panama headquarters of GEDEL. \:hile they 

provide limited services. it is difficult to escape the conclusion that they' 

are underutilized. This jud3emen~ follows from the pres2nt distribution of 

loan approvals, 25% of which are within the jurisdiction of the regional 

offices: 48 of 192 cases. 

Conclusions: A Client-Centered Credit ProQram. 

The foregoing description of loan terms and PPGE organization provides 

the framework within which the program has operated. The intention of project 

designers 1;as to implement employ~ent generation by providing credit on terms 

which were both (1) favorable to the client. and (2) as close to private' 

sector co~~ercial bankirig practises as possible. 

The loan ter~s, interest rates, and provision of assistance to clients 

were intended to attract applicants who were either unable or unwilling to 
( , , 

seek financing from co~ercial facilities. However, several unspecified, 

features of these ter~s have been the source of problem§ in pro3ra~ operations 

to date: 

1. Preference for new vs. existing enterprises ~as not specified. 

A careful reader might conclude that the o>·mer-operator requirement, 

the specifica:.ion that borrowers demonstrate H",anagerial capability", and :he 
. 

su Cantial average size of loan proposed ($31,000) \.;ould all i~?ly a pre-

ference for lending to existing firms rather than to new enterprises. How-

e';er.,...Jl,eW, entrepreneurs and their projects were. not_specifically_excluded 

fro@ consideration. 

In prac loans have Deen granted to either ~reate or_expand existing 

with almost equal probability. They have- proven to be unequal in their 

survival potential, however. A less visible consequence of failure to 

specify whether c~edit should be provided to cew or expansion enterprises 

;s thA lor '\'en ";e~anr1 ?lC>n°>---C:>d,: <::or t p c'nn-ica 1 ..... ~ .. ;_ ...... ,. ... ::::! U.d ...... 0- _ .... <lJ....,.. l.. '-.4......- assistance~ each type of 

enter?rise has distinct requirements. 
. 

2. t:!o .1m,er 1 i:ni t '''''as placed on the s provided. 

The intent of the progra::l \13S emploYI!1ent gene;-ation. It \;as not 

inte~~ed to discri:ninate a inst any class of prospective entrepreneu~; 

hO".:ever', i ~ failed :0 ze that helo~ a certain level, loans are 

esse~tially being provided to lies for househo ..;..;:.-.:...-;.,....;....;.. 
scale operations rather 



Provinces 

Bocas del Toro 

Cocle 

Colon 

Chiriqui 

Darien 

Herrera 

los Santos 

Panarr.a 

Veraguas 

... 
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Table 7 

BN? BRANCH BANKS BY PROVUiCE 

.. 

iota 1: . 

Numbers 

2 

4 

2 

9 

1 

4 

19 

2 

45 
= 

A;:me:{ :a 
:3 crf: 14 



than to fir~s. Since tne labor force for the for~er is cor.tained \yithin 

the hou~eho1d that defines the scope of business activity, it will ~enerate 

no new jobs. Of the 19~ loans approved prior to July 1, 1983, 43 (23%) 

"'ere for __ less than _$10.000. 

3. ~h spatial distribution of clients was prescribed. 

tfuile much of the_projec.t paper is taken up \vi th analyses __ .of unem

£loyment and povert:y,contrasting~h~ "metropolitan corridorH with other 

regions of the country, this division is not reflected in the project design. 

A preference is indicated for metropolitan Panama because of its high cco-

centration of unemployed, but no proportional division of projects is recom

mended. 

By J.l:l).Y 1. __ J_983, the 192 projects approved \"'ere divided such that:_ 101 

(53%) were in the metropolitan region and 91 (47%) were outside it. Unfor

tunately, this allocation does not match the di~_t.ributj on of supeyvisory and 

technical support resources. These are heavily c,once_nt~ated in the metro

politan region. 

The BNP consists of a national network of... 45 __ branches t which are 

identified and distributed in Table 7. opposite. It should not have taken 

much additional planning to local~ze promotional efforts in order to corres

pond to this distribution. The personnel resources and support servic~s could 

then have been allocated proportionately. 

The administrative apparatus provided by the Banco Nacional de Panama 

was more elaborate than intended from the beginning. It contain~d both more 

depart~~nts and more personnel than originally envisioned. Since only one of 

tho=~-Departments (Operations) represents conventional banking. the per-, 
formance ot o~~~rs in areas such as Supervision and Technical Assistance should 

have been carefully~6nitored. 

Two provisions of the project design appear to have been compromised 

from the beginning by the administrative struct.ure established within the 

B~P for handling PPGE operations. First, the.plan appears to require the 

creation of a netl unit exclusively for administratio.n of the supervised credit 

program. Judging fr0~ the formula applied to cost apportion6ent, it is 

receiving about 2/5 (38%) of the tir:le of the present staff~ which also manages 

the FODt=:N and ADo loan portfolios. 

The project design clearly specifies the need for a register_of private 
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consultants to ?rovide for the technical assistance requirenents of loan 

recipients. The 3% .collected on loans for tech:1ical assistance , .. as to pay 

the fees of these consultants. Instead~ technical advice is provided by 

PPGE personnel within the Department of Tech~ical Assistance and Training, 

to which the 3% fee is also directed. A field survey of 40% of the active 

enterp.rises receiving.loans faj led.. t..o. disclose a single case of technical 

assistance provided by a private consultante 

• 



CHAPTER III 

GETTING TO KNOt.; THE PROGRAH 

Infornation Resources at PPGE 

Evaluation Strategy 

The inquiry and assessment of the supervised credit progra~ at the Banco 

Nacional de Panama was performed over the course of six weeks between July 5 
and August 19, 1983. Participants included three persons (Rober::: Hackenberg, 

Beverly Hackenberg, and Rene Hinojosa) who had recently worked on the evalua

tion of a similar program within the URBE Project~the activities of the 

Direccion General de 18 Peouena Emoresa 'iithin the Ministry of Co~~erce and 

Industry (MICl). The design of the BNP evaluation adhered closely to that 

employed during January-April~ 1983: in the DGPE inquiry. rhe intent'was to 

facilate comparisons bet\.;een the two lo~n' programs directed toward small and. 

medium enterprises. Results of the DGPE_inquiry are contained in RURAL GRO~rrn 

AND SERVICE CENTERS: The Small Scale Enterprise Com~onent> by R. Hackenberg, 

R. Hinojosa and B. Hackenberg, April, 1983. 

In both assessments, three types of data were collected. The official 

records of performance were obtained fr..om the agency. Th~_.perfor::rance recore, 

and the orgC3,nization and.?,Pexat.ion of the credit faci,:I.ity, \-lere then interpre

ted through interviews with·key officials in all departments. The clientts 

perspective on the project, and the overall impact of· the program on its 

employment targets, were descr'ibed and measured through a field study of a 

sample of lo~n recipients. 

The con~ergent analysis of these three types of information were intended 

to provi~e the data for meeting the five specific requirements containec in 

our scope of work: 

L Revie\f the ....available 
current utilization. 
inputs available but 
utilized.. 

pool of raw statistical data and its 
Identify potential new statistical 

nct being collected or appropriately 

Design the necessary formats and procedures to obtain the 
baseline data to design a project monitoring and evaluatiou 
system. This system should be compatible w~th automated data 
processing systems. 

-'2. Prepare a flo~ chart of the BNP lending and TA procedures. 
Average time per step is to included. 

3. Examine the technical assistance program and define areas 
of strength and weakness. 
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4. Conduct field visits to a sa~ple grO:I? of borrOHers to
confirm BN? r s data and gather bo!"ro~;er opinions 00 the

. program. 

S. Carry out a cost/effectiveness ana:"ysis of the SCP com
ponent as is, and produce S-year cost/effectiveness 
projections assWiling variation in key inputs (sensitivit.y 
analysis). 

Tne usefulness of each of our three primary data sources for complying with 

the specifications of the scope of work will be described and reviewed below. 

Record Sources ~Vi thin the BNP 

In each Department or subunit:. of the P~E~ there are t'l'O kinds of record 

sources which may be present: entries of events and transactions. and reports 

intended_.ta ..5UOIl".arize and interpret them. The former at"e the "ra· .... st:.at:.ist:.ical 

dat:.a" described in item #1 above" fref:! the scope of \iork .• 

A. Department of Operations. 

Since this is the locus of ~onventional ~an~ing transactions, and the 

"nerve center" .of the 'entire organization, it is the logical place to begin. 

Documentary sources maintained include the follo~ing: 

1. Archivos. 

The project studies and related docuwents are filed separately 

by type of loan: industrial, co~~ercial or service. T.~ey are i~ chrona--

logical nllitiber sequence within each of these classes. Each clie~t has a 

separate section in the archivos, cqntaining his project study, copies of 

his disembolsos (disburse~ents). and the tecanical reports from the Depare

ment of Supervision (Insoeccion y Aval~o) ha~~~g to do with assessment of 

property pledged as collateraL There are no current data on loan perfor1:'lance. 

jobs created. or business activity in this file.· The Archivo is not the 

!lco~olete recordfT of each loan account which EN? officials sometioes maintain. -- -Ho, ... ever, it con tains the baseli Q-4et~""7I'l--ez;,::af.ct!h~c]lji~e:.!nl:t~·!!Vi·!1nj.;.!:b serves as a point 

of entry for followin3 an account to its present status. The ke~item-is 

the project study, nadc at the time of application and never updated, by 

the Depart~ent of Analysis and Evaluation. 

2. Es~ado de Cuento. 

Ledger ts bearing this title are ~aintained and ~pdated 

monthly. A copy of this farn Dppenrs as Ap~e~dix 3-1. The mediu~ is a 

conve~tional accounti~g/billins machine of_~he sort e~ployed to prepare bank 
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bank statements in the pre-computer era. Each printed entry is c:::>ded and 

sub-categorized according to a cooplex for~ula which renders them difficult 

to interpret. Th~se recor~s are consider~~.confidential and are_no~available 

to i!1sp~_<;.tion. 

3. Control de Cobros • 

.. sU.!!u::lary card (8.5" X 8.5") is maintained by the collections 

office with __ Ie key information from the Estados de Cuentos. A copy of this 

form appears as Appendix B-2. It provides a 'co~prehensive sUmmary of dates 

of disbursement and repayment with amounts of each transaction. 

The Control de Cobras card also presents the plan of repayment" 

(plano de oago) for the loan, length of grace period, and the allocation of 

all payments received to capital, interest and technical assistance. There 

is a colum~ recording the balance unpaiQ QP oach of-the~~ms, and a-~al 

sec tion reporti~g._ the_ delinq~erg:y _St;.?J:u~L(inorosidad) f.~ the_a.cco_uG..t_._ 

----'' Since changes' in the amounts assessed each client have been made by 

the collections office to reflect the schedule of disbursements, and the Con-

trol de Cobros card is the only record of these modifications appearing in 

the bank, they are quite important documents. It is not possible to obtain a 

perspective on collection practises (as coopared with principles) without 

access to t.henl. The reco?:'ds are considered confidential an4--a.r.e not ava:i..l~ -
f · . ,/ or l.n~e_cti('n._ -' ;; " --- 4. Morosidad del PPGE. 

Q 'Amont.r.ly record is prcpa:-e:d 3u;:unarizing the status of delin-

quent accou~ts.. The loan number._and<_~e 08.aGh...-e-l-a.eat apl"ea~s. together ......, 

with his acc'..lmulated indeb::ed!!-e:~Lt.Q......Ptinc:i.pa1, interest and tecnnicaJ. ;5 -3 
assistance. Indebte"dness is characterized by :::mou·nts in temporal units' of 

30 days. 60 days. 90-120 days.". more than 18] d.ays. and mor-e than t)!1e year. 

A copy of this for~ ap?ears as Appendix B-3. Copies for January-June~ 1983, 

were provided to us. 

5. Analisis sobre Proyecciones y Recuperac~ones del Capital, 
Intereses y Asistencia Tecnica. . . 

The evaluation team discovered that no record was being kept 

concerning accounts rec vable with reference to the collections ~h~ch were 

a~cumulatinB in the program. Without such a record, collections could not? 

£e compared .. ;i a target figure representing the ar:1ounl: due and payable 1 
/every month. 
I 
'--
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After considerable discussion. the accoun~an~ in charge of the PPGE 

pro~ram agreed that such a record_was desireable, and discovered that infor

mation for this pu~;c<:'e could be retrieved (although difficulties · .... ere sub

stantial). After several weeks, a report co~trasting accounts receivable 

with collections was prepared for the first six ~onths of 1983. See 

Appendix B-4. 
The report is divided iilto separate sections for each of the major 

categories in which collections are reported: capital. interest and technical 

assistance. The colur;m headed "projected recovery" (Recuoeracion ?rovectada) 

for each month carries for\.ard the uncollected balance from all Drevious 

months. It has more meaning as a cumulative total than as a target figure 

for collections. 

The actual amount due and payable during each month is headed 

"collection for the month" (Cobros del Hes ~. The SC::l -.,;hich \-Ias collec ted , 
for that month is head2d IIrecovery realized" (Recuoeracion Realizada). The 

difference between the two is the delinquency figure for that month (~orosi-

da ~ "pl ~,!ps) u. lJ. __ .. ,_ • 

The Depart~ent of Operations appears to ag~~e that this is a usefu: 

report for~ and a£fir~s its-intent to continue to prepare this infor~~tion 

on a monthly basis in the future. At this ti~e. ho~evert only one retro

spective report has b~en iss~ed to the evaluation teama It was alleged that 

any attempt to carry the analysis back further than the end of che calendar 

year would require ~ore resources than were available for this purpose. 

Intervie',,;s ',rith this Department brought forth the admission that 

several internal audits had been prepared by the B;iP prior to the evaluation. 

Reports \/ere not made available ho' .... ever so it .... as not: possible to deternine 

~hether the bank.auditors, like the evaluators, were interested in the rela-

tionship between current collections and mnnthly accounts receivable. 

6. Reembolso Solicitado al AID. 

A typewritten request for reimburse~ent of loan expenditures is 

pre~ared periodically by PPGE; eight of these have been submitted to USAID 

to date, and a ninth is i~ preparation. While the single-page result of 

t:'::'s accounti:-1S t:::ts:~ is valuable, the process by · .. ;;lich it is p::-oduced creates 

a nuc~ ::lore useful !'eso:Jrce: ledger sheets su.;:-.::;arizi:-:8 cisbu::-S2;.JC:1tS to 

date fer each client ~ho has recei~ed a loan. 

.' 



- 32-

This disburseQent su~~ary serves as evidence that a loan which has 

been approved has also been paid. at least in part. It allocates amounts 

disbursed to the appropriate parts of the plan of investment, and indicates 

which portions of disbursements have been charged to USAID. to GOP or to BN? 

. There is no 6r.her doculJent with similar information. These handwritten 

ledger sheets were made avail?ble to the evaluation teac. 
- - .. 

B. DepartlJent of Analysis and Evaluation. 

Since this is the department to which a prospective client applies, 

i:: r::a:'ntains complete sets of applica~~~n __ foros which will be discuss~d in 

the following chapter. Many of these are interim documents and are not re

tained by BN? following disposition of the application. 

1. Corai te de Prestanos, 

The document bearing tris tit]e is the general study of the pro

ject which will be evaluated and approved (or disapproyed) by the Bank's 

Credit Committee. A copy of a compleced study is included as Appendix C-l. 

This record is the core item maintained in the archivo described under A-I 
above. It is prepared by an analyst from this Department who, from this date 

forward, is considered to be an authority ?n the progress of the business. 

Each document of this sort (197 were prepared from the beginning of 

the progra~ to July 1. 1983) contains the following sections: 

a. Description of client, type of projecc. 
b. Plan of investment .. 
c. Employment to be generat~d~ 

'd. Plan of payment. 
e. Colla teral. 
f~ Description of the project. 
g. Market analysis. 
h. Price structure for merchandise. 
i. Financial analysis. 
j. 'Conclusions and recommendations. 

The comprehensive report described above is responsive to a number of stipu

lations in the project .paper, loan agreement and conditions precedent to 

disb:'lrsement: 

a. The owner-operator status of the borrower may 
be verified. 

b. Utilization of loan funds may be validated. 
c. Employment to be generated way be r..atched Hith 

loan amount. 
d. Grace period may be verified. 
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types of action: additions (adiciones) to existing loans and changes 

(modificaciones) in plans for pay~ent. An adicion occurs when, in the 

opinion ~f the client and the Bank, a project is doing so well that it can 

absorb additional financing. A modificacion, on the other hand, reflects a 

client's inability to pay the amounts of amortization 6riginally agreed upon. 

A change in the repayment plan involves either an extens{on of time, a reduc-

tion in monthly payments~or-both. 

The'listing maintained includes the following items: 

a. Loan number and client's name. 
b. Total capitalization of project. 
c. Total amount of the loan. 
d. Amount charged to AID, GOP and BNP. 
e. Type of project (industrial, commercial. service). 
f. Nature of the enterprise. 
g. New or expansion loan. 
h. Employees to be generated. 
i. Location of the enterprise. , 

Following Dec,ember 31, 1982', updates have been' made on a monthly 

basis. The nost ~ecent is from July, 1983. These reports ~ere made avail

able to the project evaluation team. In addition to the items mentioned 

above, they relate the total sums approved for different classes of loans 

(industrial. commercial and.service). 

In reoorting what these documents contain, one should also note 

""ha t thev omi t. An "approval" (aprobado) is anad~inistrative act which 

clears the way for a cljent to negotiate remaining steps intervening bet~een ~ 

appJication and disbursement. Many months may elapse before a loan is actuaily 
" 

paid. Spme are never paid. The practise at BNP t which is to ~eport aporoved 

loans as if' they "",ere paid loans, leads to endless confusion, and some degre.e 

. of misrepresentation., See Appendix C-2. 

3. - Informe Mensual. 

A ..EJ0I! th_ly_r_e port tq_t;h,~ .J~~.DJ:!ic;§,~_.Dt.r.~,Ccto:r;: repe~ts _ the. iriforoa-

tion in the ilprestamos aprobados" documents, and gives additional material 

as follows. Clients .... ·hose applications \~ere rejected (rechazados) are de- .... 

scribed for the month preceding. Clients "'Ih.ose proj'ects are :llnder study are 

likewise identified. T~e monthly listing of clients visitpd bv personnel of 

the nepartment (visitados) may be comparerl with the listing of clie~ts who 

filed new applications (atendidos). See sample pages, Appendix C-3. 
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e. Collateral pledged may be i~spected. 
f. Econoffiic soundness of the e~terprise may be 

assessed, including the re~~irement that the 
internal rate of return Dust be greater than 
the cost of ca~ital. 

The project study presented to the Credit Cow.-:tittee should ans'."er 

all questions concerning the eligibilitv of a loan for consideration under 

the program. As demonstrated above, it ans~ers most of them. However, there 

are two conditions included in the "Requiret::-ents for Eligibili ti', prepared 

and submitted to USAID by BNP in October, 1931, which are not covered: l 

a. Businesses supported are to help provide for 
the needs of t~e country and confor~ to the 
~riorities of national development. Special 
attention should be given to import substitu
tion, optimum use of natural resources, and pre
servation of ecology. 

b. Effects of the project on t~e s~cial welfare of 
the cO~8unity will be assessed in ter~s of 
number of jobs to be generated, salaries to be 
paid, the improvement of quality of life, and 
new purchaSing power created. 

There is no effort apparent in the project study to natch the 

purposes of a ~roject I{ith either national priorities or local needs for 

goods and services. ~o reference is ~ade to in~ort substitution anywhere in 

the B~P files. Furthermore, the project study fails to explain how the 

decision concerning the nunter of e~ployees to be generated was reached. 

~ature or new e~ployment is not described and salaries are not esti~ted. 

2. Pres tar-os Aprobados. 

The Departne~t of Analysis and Evaluation is also the source of 

lists prepared periqdically to reflect the n~ber and characteristics of 

loans appro'led by the Credit Committee. A su::mary of the first 158 loans 

approved was issued in Ja~uary, 1983, to piesent data on loans approved 

through December 31, 1982. 
" ~. • If'.· h 11 The record of Presta~os ~prooacos • ~n~c is actua y a report 

of actions t<Jk.en by the Credit Committee, also inclu"des notes on t· ... o other 

1 
~ . These ref] uirO-,7:en l:S Clre paraf!nrased fro:71 i ter.-:s 3-4 in the document 

entitled "Requisitos de "Clegibilid2d" \,Ihich d2scribes the six 
conditions whi~~ ~ust be ~et by all loan applic2nts. This document 
is submitted to satlsry conditions ?rece~~nt to loa~ disburse~e~t. 
It was prepared by P?GE and appears as A?pendix D. 

"' . 
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4. Solicitudes RechazQs segun Razon 

For the year 1982, a report was prepared on the rejected ap

plications. Nu~bers are given for each conth together with the reasons, listed 

by a precoded set of categories. The amounts requested by rejected applicants 

is also provided. These data 'Were given to the evaluators. 

The Deparement of Analysis and Evaluation provides statistical 

reports to the rest of the PPGE organization. However, as the nature of the 

preceding items ir~icates~ nothing beyond a.frequency distribution and occasion~ 

a1 computations of percentages and means ha~ teen undertaken to the present. 

5. Costa de Ventilar un Credito en el PPCE 

A cost accounting of the sequence of events leading to a decision 

on a loan application has been prepared in several different editions. The 

activities are described in terms of "CiCle in Clinutes" and II tota1 coset in 

dollars and cents. The calculations are not based on recording of actual 
• 

events, but have been ,reached by the application of for=ulae which are included 

as appendices to the report~ 

The most useful content of this document will be found in the fL~al 

pages which provide the data to which the assumptions involved in the formulae 

were applied. These pages are entitled tllnf~rmacion Complementaria". Items 

include total cost of GEDEL operation in 1982~ mean salaries for financial 

analysts and other personnel, etc. See Appendix C-4. 

C. Department: of Super-v"ision and ~"ionitoring. 

1. Inspeccion y Avaluo de Edificaciones y Ter~anos. 

This fore is used to verify the description and c9n~ition of 

property pledged as loan collateral. Since only a minority of clients have 

offered this type at garantia) ft has not been completed for every customer. 

It is filed in the archivo. 

2. F0rmulario de Avaluo de ~~quinaria y Equipo. 

Like Number 1 above, this fo:::-n is l;:;ed to derive the value of 

equipment and machinery pledged as loan collateral. "Both these ~re to be 

cOf1[)leted follo'Jing field visits to the site of t:he property. Hachinery is 

used as colla:eral much more frequently than land or buildings. However, 

~ost equi?~ent or ~achinery pled ~s to be acquired from the loan" funds 

the~sclves. There e, t inspaction ta~e5 place following disbursement and 

f , , 

;' 

.. 



delivery of items ordered. These forms CDl-2) are available for inspection. 

3. Formulario de Seguim~.ento y Supervision. de Proyectos. 

This is the basic record of supervision anc monitoring. One 

copy of this form is to be prepared for each client whose loan has been dis

bursed. The edition of the forw now in use dates fro~ early 1983. It con

tains the following sections: 

a. Description. 
b. Plan of investment. 
c. Sources of loan funds. 
d. 
e. 

g. 
h. 
i. 
j . 
k. 
L 
m. 
n. 

Employment record. 
Collateral (existing and to be acquired) . 
Date of initiating business operations. 
Record of disbursements and payments. 
Estimated capacity of client to make payment. 
Areas of technical assistance (recon~ended and 
Training (reco~ended and received). 
Personnel problems. 
Pruauctioa record. 
Harketing conditions. 
Gro~th of sales. 

received) 

o.Recommendations regarding frequency of inspection. 

\lhile the first three items in the monitoring report are fixed~ the items 

which follo~~ are variables. The status of employment, business activity, 

repayment, production, markets, etc., will change over time. Much of the use

fulness of this record~ then will depend on the frequency of visits and the 

completeness of reporting. 

The level of completeness of the file was tested for emplo~ent 

generation data$ presumed to be a critical item. All forms for a random , 
__ sample of -54 loan recipients (40% of t:he active loans) were retrieved and 

exanined. Resul~s were as follows: 

a. No ,entry pe!:"taining to 

b. }:-.lst recent entry one 

c. Host recent ent.ry six 

TOTAL 

employment. 

year ago 

months ago 

24 

14 

16 

54 

44% 

26 

30 

100% 

The most recent entry concerning employment data 'l-7aS for February 2, 1983. 

In most cases, where employment data were missing th~ form had nric been 

com?leted for the client in question. 

Even where the client had been visited and a form completed, the 

status of employment data obtained was inadequate. It consisted of the 

following items: 
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a. Date of visit. 
b. Number of employees prior to the loan. 
c. Nur:::ber of employees to be generated by the loan. 
d. NU1:lber generated at time of this visit.. 
e. Percentage of. target (as appears in "c") • 

Neither narnes~ nor job titles nor wages received are available from this 

record. 

Clearly ~ employmen 1:, like many other items i..."'l the uFormulario It, 

is a variable. To ootain a satisfact.orJ vie"J of it,.. a time seri'es of obser

vations must be reported---at interJals of three months,.. for example. this 

concept has been omitted from data collect5.on procedures at BNP. A copy of t:xe 

"Formula::io!l appears as Appendix E. 

4. ControLD.ia.rio-de . .:visitas. 

A list is prepared by each analyst in the Department of Super

vision and Monitoring j:g..9Jc;:.0ng his visits: for the month. Each line reports 

the dace~ clie~t iden~ification~ reason r and results of the visit. The 

record shows tnac, during the first six menths of 1983" personnel from this 
, 

office made 299 calls ou loan recipients (50 per ~onth). The nost prominent 

reasons for visits include follow-ups on construction to verify i~provements,.. 

and calls on delinquent accounts. 

D. Depart~ent of Technical Assistance and Training. 

1. Encuesta para Deter.:tinar N.:?:cesidades de Adiest.raniento y 
Asistencia Tecnica en las Empresas. 

This is the basic for:::. eClployed by the I?~part:nent: to rec:Jrd 

technical assistance needs of loan recipients* toTalle the tern ItenC;i.lest:<LH 

impli.es that: a field sUr'J'ey .. as completed to get this information, that is 

not the case. J~tese fo~s were frequently completed from the_project study 

(see B-1 above), or during visits of clients to the office. Thi.s form is 

included as Appendix F-l. 

2. Planilla de Empleados. 

This form (see Append~< 7-2) was intended to be the ~jor source 

of emplo~ent data generated for this Depart~ent. But there are many gaps in 

the reporting. Data rroC1 this document ha'/e been su~arized in a ledger main-

tained by the De~art~ent head, ~hich kindly nade available to the evalua-

tiOD tea~. Of the 192 loans approved to Ju ~. 1983, 150 have been disbursed 

and the enterprises 5upport~d by the~ have so~e his~ory of operation. However. 

er'1plo:''7.:ent: data na'Je been re;:lOrted for only 77 (51;;) of these. 

/ 
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3. Informe de Trabajo---Asistencia Tecnica. 

This form (see AppendL~ F-3) ~as intended to be the basic repo=t 

of , _technical assistance delivered to clients. It provides a record of each 

action taken. A set of these reports is accumulated in the file folder of 

each client ~ho has been served. Additional copies of this report are used 

to obtain an evaluation from clients concerning the training courses they 

have attended. 

A sUIWllary record of these visits is abstracted on SIT X 8 u cards by 

the Depart~ent hea~ who ki~dly ~ade them available to us. They give evidence 

of a substantial volume of services rendered to clients; especially in the 

areas of basic business instruction: accounting, filing, inventory control. 

HOwever, only 54 clients of the 150 whose loans were disbursed appear to have 

received this type of assistance, which appears to be the centr~l purpose of 

the unit~ , 
Perhaps the most rigorous approach to technical assistance provided 

by the Department takes the form of ten-day training courses which were pre

sented initially through a contractual relationship with APEDE (The Panamanian 

Association of Business Executives). The subjec~ of these courses include (a) 

administrative procedures; (b) tax law and =egulations; and (c) social security. 

A course syllabus and class lj.st is maintained reporting the content 

and attendance at each class. Enrollment has ranged from 22 to 35 clients. 

Private consultants are now retained on contract to provide the 'instruction 

and follow-u~ visits to participants. The visits are to determine vhether the 

course content is being applied, and to obtain comments intended to improve the 

curriculum. 
./ 

Interviews with Bank Officials 
= 

The Banco Nacional de Panama's supervised credit program has little use 

for document.ation. There is no written record of its _h_is_tory. no manuals des

cribing the _~pera_c}.ons apI?,r_C:PEi~a_t_~ _f_or_ ea.c:l~_, ~_epa~tn:tent, no regulations for 

the guidance of personnel. Even records of transactions have. proven to be 

minimal, and often incomplete. 

This means that heavy reliance is placed on oral tradition to keep the 

system operating, instruct newer employees. explain actions to customers, and 

corr~unicate wich other departments. Bank employees may spend time ~Titing 

m~mos to date and document transactions, opinions, and conclusions reached in 
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confer-ences _ If they do, ,.;e Her-e never privileged to see the resultsb 

A consequence of the reliance on oral tradition was tha~ the eva~uation 

team tow"i it necessary-- -to- spend-endless hour-s in int:.er.;ie'.Js with the depart:-

ment heads who are the cust.odians. of this. oral tradition. Because of the 

absence of documentation, verbal responses of one official could only be 

verified (or acplified) by cross-checks with ocher officials. irnen X was told 

what Y had been saying about certain aspects of the progra~ as the foundation 

for further questioning, unexpected areas of disagreement were uncovered (and 

also some areas of complete ignorance about actions L4 the adjoining depart

rr.'2!nc) • 

Furthe~ difficulty was experienced in that the depart~ent heads of technic~_ 

assistance and supervision and monitoring '..;e:2 seldom in the office. This 

increased our dependence on personnel from t~'2! depart~ents of operations and 

analysis a~d evaluation. ~ur queries becace burdenso~e and many lines of 

investigation remain incomplece. 

Despite the a't ... k.,:va'rd circumstances surro:':':'ldi~g SO::le of them, detailed L-ll:er-

vie~s were completed ~ith all officials at t~e rank of departme:'lt head or 

higher. Each was intervie·...;ed concerning t:.,e 

1. OperacioGs of his/her de?art~ent 
departments. 

relations with other 

2. Services performed for and basis of contacts with loan 
recipients. 

3. Records of transac :::ions) operat:icns an::! events for ~<;nl.C::1 

the department is responsible. 

4. Role of his/her depart~ent in the ~ecision-mak.ing process 
regarding the approval, disbursement and subsequent course 
of action (including addition, modification or closure) 
each enterprise. 

Infort:!atio::l ·..;as provided reluctantly in sOr:":e areas oy most cepartI::ent heads, 

especially where- loan projects had encoun dif=iculties or failure. 

directly involved in critical (often painful)-decisio::1s: technical assistance 

and trai~i~g. Co~versely, it ~as ~ost difficult to obtain fro~ the depa=t~ent 

~ost i~ci~ately involved in such decisions: o?2rations. Xonetheless, inter-

vie~s ~ere co~pleted on all subjects of i~?9r:ance. 

e revie~ ~f official 
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unanswered: how oany er.1ployees had been ge.nerate.d,? t.fnat \.las the success! 

failure ratio of businesses supported by the program'? ~fuat was the level 'of 

efficiency.with which applications had been processed and funds disbursed? ~~at 

were th€Lmajor_reasons for delinquent accou:lts? 

None of these questions was answered by interviews with mr: officials. To 

fill out the narrative, the evaluation team undertook t .... Q ventures# neither of 

which \ .. a5 cocpletely sat.isfactory. Since many essential ra.:ords were not 

available to us, we decided to request B~? personnel to complete an info~tion. 

sheet on each client. The sheet contained the e.sse.nt.als for quantita~ive 

analysis of the program and the design of a suitable management information 

system intended to capture and 'l:J.alyze bank operations. 

If coopleted~ the data sheet ~ould have permitted us to fulfill the first 

requirer.1ent of our scope of work which calls for "review of the available pool 

of ra .... statistical data". HO~ . .,Tever, ENP officials within the P?GE refused to 

cooperate. 
. .. 

In an effo.rt to comprom{se, we reduced cur r~quest. __ Bank personnel 

rwere <1S~ed t~ cor.r;>letethe i..'l.fornation only for a sampl~of cases. The answer 

i 'Was uncnangeQ. __ .The data sheet is included as Appenciix G) Insofar as possible~ 
\ ...../ 

\they were completed fro~ the file of loan applications maintained in the offices 

JOf USAID!Panar::a. Hm·,ever. USAID does not receive a copy of a loan application 

I 
unt~l a reimourse:ne!1t req'..lest pertaining to that loan has been p..:epared. The .,.) 

__ set is qui~e inconple:e, and this alternative was unsatisfactory. 

Our second effort was to plan and conduct a sa~ple surJey of clients in 

the field. r:or this purpose we drew a 251. sa::-:ple of the nar:l~S of firms ... hose 

applications had been approved. wnen we asked PPGE for inrormatiocconcerning 

the location of these businesses, however. we encounte~~d some·resist~~~e. Tne . -------¥_.¥.- -- .'. . 
Bank preferred that ~e exclude loans made to enterprises whose. status was -'~ .--precarious, and were in danger of being suspended or foreclosed. We agreed to 

confine the sample sur'Jey to "active loan accounts". 

To enabLe us to confor:n to their wishes > ~:~·,.,e'Je::-, B:rP at this point dis-

closed a su~stan::ial arr.ou~t of inforcation about clients who had withdra~ 

froD the program or had been sus?ended by administrative action. We excluded 
," 

those, together with the undisbu::-sed loan accounts. from the universe of 197 

cases, and emerged with a final sa~pling lis:: of 136 active loan accountSr 

FroN these> a 40% sam?le of 54 cases ,-12S drawLl with a table of rancio;;: nUr:lbers. 

The E:~ program o?erate5 throughout Pana~~. Ho~ever, outside the 
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metropolitan area of Pana~a City, the nu~ber of loans within a specific 

location is quite small. Therefore> neither universe nor sample can be 

analyzed by co~~uriity. The expedient employed was to dichoto~ize the cases 

between ItHetropolitan Region tf and "Outside the Hetropolitan Regionfl
• 

The prioary characteristics of the sample are matched with those of the 

universe below> using the t~ .. o-part. classification of r"1etro" vs. "Outsideu : 

EHPLOYHE~IT PLA.NNTI1G ,AND GENERATION 

Universe and Samole Characteristics 

illUVERSE 

1. Metropolitan Region: 
81 cases 

Mean size of loan: 

$26,676 

Industrial: 

Commercial: 

SerJice: 

25 

29 

27 

81 

2. Outside Hetropolitan Region: 
55 cases 

~ean size of loan: 

$16,792 

Industrial: 

Co:r::;:ercial: 
I 

Service: 

17 

19 

19 

55 

SP2-fPLE 

28 cases 

!-rean size of loan: 

$29.964 

!'ndustrial: 

Comnercial: 

Service: 

25 cases 

9 

9 

10 

28 

!-rean size of loan: 

$18,302 

Industrial: 5 

COl'mnerc ial:. 10 

Service: 11 

26 

The ranaor:l draw of cases tended to ove::-..;eight the loans outside 

Panama City, and within that non-metropolit2~ group. to under-represent the 

industrial loan recipients. As ~il1 be discussed below, the typology of 

e::lt:-erprises cO:1struc.::ed by 3~;? tends to ;nini~ize t:-:e differences between 

rtance of s38pling bias on this variable. In 

general. the sample chosen for :he field survey served its purpose: . so;ne of 

all types of enterprises ~ere included in ap?roxi~acely correct proporcions. 



Following sample selection,an interview schedule was designed with the 

intent to obtain inforr.tation not available from ot:her scurces. The purposes 

for which the schedule , .. as intended are set forth in the !:1anual propared for the 

use of in tervie~lers (see Appendix H-l,. "Field. In terview Schedule"). The 

schedule itself is included_as Appendix H-2. 

rne length of the schedule is itself evidence cf the nu~ber and types 

of items which were not available from BNPjPPGE. These included the character

istics of the applicant, previous and other employment or business activities 

and present income; tpa history of business operation since receiving the loau; 

the attitude about further credit uses formed by experience with B~~/PPGE; 

pre-lo",n and post_ .. ~loan_employment_and salary payments. 

Schedules in and near the me~ropolitan area (Panama City, San ~~gue1ito, 

Chorrera, Chepo, Colo~) were administered by Rene Hinojosa. Kristina SolheLm, 

and Beverly RackE::1berg. Schedules in the remainder cf the non-me:ropolita..'1 

region-were administered by Pedro }~rtiz. • 

Steps TOw'ard a Hanag;er.1en t Infor.r.ation System 

An assurnption underlying this evaluation 't-las that it would provide an 

opportunity for introducing an ir.formation system at BNP which would provide 

for monitoring~ periodic .as.ses,sment of program status,. and intervention by 

management at appropriate times and places. 

In our memorandum of February 25,1983 (Robert Hackenberg and Rene Hinojosa 

to Bernai Verlarde). ~e observed: 

"Initiating suitable infonlation gathering procedures, automated 
data processing) and standardized reporting operations at the 
earliest possible date at BN? is a higr:. p:,:",:1,nrity objective. 

Ac 'rt will provide t:he baseline and trend data 
esse:1~iaL_to_ir1pac...t-...asse~sment ata -later date. 

B. It will provide suitable tools for effective 
project: t;',anagecent by GOP~ and for continuous 
project munitoring by USAID. 

Early completion ... will provide prototype models and designs 
for use in improving the effiCiency of other s~all loan projects 
in which USAID and GOP have an interest." 

Those goals are still valid) but the path which must be navigated to reach 

thew appears to be s:re~~ ~ith a fe~ Dore obstacles than ~ere perceived in 

February. 

The February me=orandurn ~as prepared based on the assumptions that (1) 

a favorable ....a ..... i~..ll,.:a +-Q·.Jc,...-l ~"",d'"""""';.:;~iO:l existed 'Within PPGE; (2) a base of 
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raw statist~cal-data. c~~i~e~~yel e~iables 

(sales~ profits» wages, cos~ recovery, costs of ad~inistration) could be 

obtained ~hich would reflect trends since the ince#,ic" of the program; - ~ 

(3) the positive achievements and acc~lish~ents of the program would be 
-".. 

:rufficient to motivate BNP/PPGZ personnel. to want. to tltell the. story" and 

receive the credit. 

None of these assumptions were confirmed: 

1. Bank personnel_a.re satisfied with. exi.st:ing proce.dures 
and will need to be convinced that modernization (by 
automated data processing) Hill provid.e be:1efits to 
them. 

2. There....are no ti.-ne level entries ~.,rhich may be. placed in 
sequence to refl~wth trends or patterns within 
the program. For e:<arilple, it: was not thought necessary 
to record the date en ""hicl;t clients filed their loan 
applications. The interval between date of application 
and date of disbussal (measuring ti~e e~apsed in the 
review process) cannot be recovered. . 

Costs of administeri~g the nSAID-funded rPGE have never 
been separated effectively fron those of the others 
'Within the same office: FODEl1 and BID. 

iihen recorded_at 211> err:ol0771ent dat~ba"lli:-been reported 
only once for -;;cb c,~'· The~for reporting has 
no significance. It does not take p~months 
following first disbursement, and a~ six ~onth inte~~als 
thereafter, for exa=ple. 

There is no ti~e series of data for a~variables in the 
system excE>p1;....!or disburse::nents and ~ortization payrr:ents. 

Extablishment of~~nds in the prograo at this point 
~ould require retrospective efforts to recover events 
occurring since October, 1981. 

3. As wiB. become clear in ~eqtrent. chapters, the PPGE pro
gram has encountered~ number or proble~s in the selection 
process, and also in prJ)'Ti4iIlg, eE rective technical support 
and supervision. Since causes are not understood, the 
institutional posture i~ defensive. 

To the extent that. this is possible within the liQits imposed by a short 

consultan • the evaluation atte:-::pte.:i to substitute' field survey data for 

raw statistical events ~hich should have been available froQ the files at 

E~I?/PPGE. These, in turn, have been used to prepare a ~ock-up. orprelimin-

ary ::-.odel. of an automated infor:71ation s1'sten for c::on.itoring and. effective 

r<':SOl!!"Ce location and proble~ recognition. 

( 
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There is a profound lesson con tained in this. Any effort to e:·:pand. a-nd 

io?rove the rudimentary designs and outlines presented in the follor..;L""lg 

chapters oust rely upon data to b~ gathered in the field- They will not be 

found in the records presently maintained by the B~~. Furthe~ore, if B~~/ 

PPGE personnel are utilized to gether these data. procedures oust be planned 

and forms designed elsevhere. Ths statistical competence needed for analysis 

and interpretation must also be provided. 



CHAPTER IV 

E:nERING THE SY ST2·1 

Getting a Loan fron the.3a~~ 

Natural Selection at BX? 

In order. to insure that loans succeed in genera.::.ing the employment 

proposed~ the enterprises serving as employers oust survive. It is the 

responsibility of B~TP /PPGE to select from a::nong i:lt:erested applicants the 

ones who are most likely to survive. The present discussion will focus on 

the applications process and will at:acpt to ide~ti£] the factors responsible 

for success or failure of a prospective borro~er. In the following chapter, 

we will inquire into the fate of those businesses ~~o s~ccessfully nezotiate 

the applications process and receive a loan. 

It is first necessary to demonstrate that se!ectio~ is at work. The 

basic statistic for this. purpose should be the ~ujDe= of prospe.ctive 

borroc.Jers who initiate the loan process by co::.ir:g '::0 E~::7 offices to apply. 

This may be done either in Panama City. Da'lid or C~i::re. U:tfortunately, 

this statistic has only been reported since De~e~~er> 1932, ~hen the present 

encargado of the Departi:1ent o~ Analysis and ECfaluati.:::m, Sixto de 1a Cruz, 

assu~ed his duties. 

Prospective ~~plicants, upon first visits to =a~e inquiry, compl~te a 

prelii:1inarj application form, They are ref2rred :0 as atendidos. Over the 

seven r::onths, Dece~ber-June, 1982-1983, they averaged 50 per l«onth. Of the.se 

an average of 17 per ~onth were advanced to the stage of completi~g project 

st~dies and presenting su?porting docui:1ents~ Fran t~is group of candidates 
, 

an average of 9 per month were rejected and 8 per =onth ~ere approved. 

During 1933, a person 1 • 
maK~ng a ;:e1iminar; application for a PPG~ loan 

had a .16 procabilit] of receiving a loan. The data in support of these 

conclusio~s a??ear in Table a opposite. 

The statistics presented by ~onth on loa~ ap~lications in 7able a nay 

also be s:.!;;-:~arized o'/er ti:::e to pro'/icie anot:'er CO::1:::'!.c::.sion. Data in the 

follo~ing sU~::1ary are presented in six-r::onth in~e=vals ior those applications 

~hich we~e advanced to the stage of project 

( 

• 



Ye~r l,-~onth 

1981 10 
11 
12 

- l~b -

Table a 

F~pp1 icc. t ions 
i1.nnroved 

17 
13 
13 

Applicc.tions 
Re~ected 

50 
10 
10 

Subtotal: 4) 70 

1982 1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
1l 
12 

17 

18 

42 

14 • 

9 
3 

10 

14 
.16~ 
33 
37 
24 
17 
15 
21 
35 
15 
14 

4 

~ubtotal: 113 245 

1983 1 
2 
3 
4 
5 
r 
0 

5 
9 
4 
8 

10 

7 
6 
7 
8 

19 
8 

~ubtot~l: 36 55 

TOThLS 192 370 

Note: The applicatio~s reported upon above are submitted 
by pe tit ioners for loc.ns who r::::.ve alre2. dy sur..ri ved 
a pre1icin3ry screening incluaing the preparation 
of a short form describinG thei~ project. These 
per::OrJ.3 (;.J.tenciidos) ere no','; tie~cribed in the month
ly r8port of the De~~rt~ent of h~~lysis and Ev~l-
\":':.1 t ion o 
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monthly rate ~as computed: 

}:o;:.iTHLY RATE OF PROCESSE~ LO~i APPLICATImiS
l 

Last Quarter, 1981 
First Six Honths, 1982 
Last Si:< Honths, 1982 
First Six Honths, 1983 

38 
36 
23 
15 

1. Applications for which a project study 
has been completed. 

The rate or processi~g for the cost rece~t in:~~~als, Janua~y-June~ ~983 

is less than one-half the rate established ac the beginni~7. of the pro~ 

gra:n. 

Clearly, the te~dency has been for selectivity to increase over the 

period of al~ost two years in which the loans have been available. This 

conclusion assumes that the number or inquiries 'concerning the prcgram made 

by atendidos has been' a cons tant. He must assume this because no statistics 

on preliminary applicants are available prior to December, 1932. 

Table 8 discloses that 245 persons ~ere reje~ted as applicants uith 

cocpleted project studies during calendar 1932. These rechazados are 

examined in Table 9 to deternine the reasons given for refusal, according 

to a tabulation pre?ared by the De?artm.ent of Anal::sis and Eveluation. The 

most freq~ent reasons pertain to th~ fi~a~cial adequacy of either the 

applicant or the proj ec t: 101 proj ec ts ':.l<:.r·~ j'.ldged "no t economically feasible" 

and 80 additional applica":1ts had insufficie:"!t collateral. These tvo categories 

account for three-fourths of all rejections. 

Mos t of ten, a proj ec t's inE easib ilit:; .a/pears to have been the result 
~ 1 

of a projected insufficient rate or return. The oasis for such decisions 

will ~~ discussed in the foll~~ing cna?rer. It ~ill be e~ident from Table 9 

that factors_?er~aiQing~~employ~ent did Dot receive consideration in a 

substantial nu~ber of decisions. 

T~e ADDlicatiQ~s ?~~cess 

The process of o~taining a loan frQ~ the sup~r~~s~d credit progra~ pro-

l~cr~ase t~e n~~j~r sf a~~lica~:s or th~ ~rs~Grtic~ of successful applicacions 

Best Available Copy 
• 



::Cable 9 

i:..:. ..... ;:,Ol;:.5 i"OH It:2:J :2CT E:J J .. P?.L IUAT IuliS 
(Jalluary - JJeC:8cber, 1982) 

Reasons 

nctivity does Lot qualify 
for support 

Collateral is Ilot (Jde;;.uate 
<:::: .... 

Employees to be generated 
are not ~ufficient 

Bank reference~ are not 
s:itisfactory 

Amount requested exceeds 
the limit 

~ize of t~e business aoes 
not qualify for 3upport 

?rojeg~ not ecoTIomicqlly 
fedosibJ>=> 

f 

Projeot not t~chnically 
fea-sible 

.n.ll others 

N 

10 
.-' --..., 

c?~ 

32 

5 

14 

1 

~ . ~ ~ 

# ., 

( 101_/ -- ,---

2 

1 

246 

I 

% 

4 .. 0 

33 .. 0 

13.0 

2 ... 0 

6.0 

0 .. 0 

41 .. 0 

1.0 

0 .. 0 

100. <:Jib 
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and will be presented in detail. 

The loan applicant l:1ustg?_ iI1_p~rson to the central office of the Banco 

Nacional de Panana in central PanamA City. The~e he meets with a credit 

anD~st e_~loJed_~~ ~he Office of Analysis and Evaluation. The analyst 
( , 
~ explains the loan program and outlines the restrictions (see Tables 1-2 and 

Appendix A). The applicant may be eliminated at this point 

If the applicant's preliminary description of this project falls within 

the limits of the program. he is elibible to proceed to the second step: 

co~pleting the preliminary form entitled "Generales del E~Dresario" (personal 

data concerning the owne~-operator). The form is included as Appendix I-la • 
. '''-'- ~"'--.- -

It requests a description of the project in general terms: type of business~ 

amount r'=quested. purpose of the loan, nature of collateral p and projected 

number of e~ployees. 

At the time that the preliminary form is completed, the client receives 
• 

a set of four.docurnerts ~Appendices I-lb-e) for his in!ormation and appro

priate action. The papers provide a description of the legal constraints 

pertaining to the loan prograr.1 and also identify requirer.:ents which must be 

met by the borrower. r .. n-len t:te client perceives the complexity of these 
:/ 

documents, he may decide not t~ reappear. 

The certification of the cl~ent as a v2lid applicant involves a nUr.1ber 

of technicalities, the nature of ~hich is i2plied ~y the titles of the docu-

~ents themselves: 

1. Guide for Subloans from a~? Covering U~es of Funds 
Provided by USAID. Appendix I-lb. 

2. Application ?-equirements for a 3usiness License. 
Appendices I-le-d. 

3. List of Ac'cor:lpanying Documents. As !:1any CS 25 may 
be required. Appendix I-le. 

The client is inst~ucted to conply with the ter~s of these docur.:ents before 

returning to B::? for a second '/isit. 

oE the second visit is to 23ke,arrangements for the prepara-
."" / 

tion of the project st~dy by the cr~dit analyst. The tir:1e elapsed prior to 

th~s ~isit raj be os little as four days or as ~uch as the client requires to 

~rG~uce the ncccss~rj certification (see ~?~e~~ix I-Ie). !!o~ever the interval 

-:.::j,y be sh~:-t.en-=-d a:: t;-H:: disc~etio:1 of ~he cres~t ar:3.lyst if (I) he ascertains 

t~~: certi!icati0~ ~ill be Eort~coming; (2) or. if he dcter~ines that he ~ust 
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p.rov1:~~_;.::c;t~~~~l-an<:.~. ~~_-~:;;:_C:~!..e:~,~- ~!lc o_btain~_::~t_certification. In the latter 
case, the site visit to prepare the field study may be used to review progress 

and provide advice. 

The key document in the applications procedure is the Formato de Elabora

cion de Estudio General de Proyecto (Appendix 1-2). The procedure for comple

tion depends upon the nature~ of the client. If the applicant represents an 

~$tablished_corporateenterprise, he will be asked to complete the study prior 

to the .analyst.' s visit. But, -if the client is starting a ne ..... ventur~ '\dth 

little previous business experience, then the analyst will help hie prepare .. -

the study_ 

An important feature of the_project .,study_ is the visit J:o __ the site made 

by the analyst wl}9.Jj ~st interviewed the client at the bank. The visit per_-. 

mits the analyst to inspect .the premises, gain an icpression of the neighbor

hood, and evaluate the present scale of operations. From the visit and the 

data contained in the project study, the analyst. forrnshis opinion about the 

loan. The time elap~ed for this visit is usually two hours or more if help 

is required .. in comple_tin~Lthe study for~'ll. 

/' 

During the visit the analyst surveys the location to see if it is ap

propriate for the type of business proposed. He inquires concerning business 

pJ:9.ctises, produc~~and. type an.cL..condit-ion .. of- the building, equipment find 

vehicles. If there are questions concerning the enterprise which requireo~e

side help, the analyst may make a return visit with someone who has the 

appropriate exp-=rtise. He checks accounts, asks aop:ut_ Cl~counting·-procedures 

and talks wit~_employees. 

Toward tre end oethe _~i:;i~l;.ne_analyst_cor:!pletes a form .which details 

needs fo.r:._technical assistance (Appendix 1-3). Upon returning to the office 

he rewrites his notes and sends a request for . ..evaluation. aL.the.-..callateral to 

the Department:. of.$u per..ll,ision . At this time, he must also verify that the 

file of required documents has been completed. 

There are ten credit analysts in the Depart:tent or Analysis and Evalua

tion. Hhen each has completed a project study?md .ten _Ile\,- applications are 
... ~ ... -' ;. 

available for revie~, a meeting is called. At the meeting,each client is 

di and a recommendation (for acc tance or rejection) is agreed upo~. 

Even those applications which the analysts making the site visit wich to reject 

a::-e revie\.;ed by the cOm.r.1i t tee. 
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/ 

There 1'"]ill be discussion concerning botfL tl':e appropria t.eness of 

l ' .... c ~en". Co~~~ttee reco~~enclations for re'nsicn are an important 

jart of the revieH process, but the ar..alyst responsible for each 

case ~~kes the final decision in these r.3tters. 

FolloHin£:; 29proval by the first co==ittee, the credit of the 

__ applican.t must 'be evaluated by the analj·st.. Ee then writes a. rr.e~o 

and' attaches it to the a:?plication (t'll-~C~ r.c-:·[ includes the project 

study) ~'Jith his ". d' d .. .......... CO" of t:' , d ~ln lD6S an vranS~l"S ,,~e ~~ vO ~ne nea of the 
• 

Depa.::'tr:-rerrt of A::alys'is and Evaluation for his approval. """'l'1 e de a--.... p J.' ,,-

r.~ent head, Sixto D8 1<:. 

nical Director, ~delin.a Chavarria. ( 

is now roughed in. 

ed by all mer.;.cers of the ce-oartr::ent. t··.r·..,....,-ro·r1~;>i'ely 0""1'::' ~·,e""'lr ~,·1i.'1 "._~_ .... _ ... __ "., __ ...... _ .... _.r... _ ........ _ 

e l~""'''''e b"" ... ·'pj::;n "'h~ -C'-i.,..s'" _Co.;:'..::J _vw'; _ ...... _. _ 'oJ .. ~ ~__ v and second meet~ngs. At the second meeting, 

-11 a.~"'"'lic~""'-if"l"\,," ;:l""e ""'e,";pr.;od by .... h o '-'J.0c""'Y";c::Il D'_·.,... ... e_cr.QT. S'ne ml""'!:r.es Q..J---... ;;J.,!:-J--- Gv_V ...... ..:) ...... 4 "'" .j~_¥ _ \., ... _ _ ............ _ ..., _ u.a._ 

da"'ca req:.1ir-e:7lents .. She ~r_en approves or rejects 

each ....... 4- ... app":"lca"lon. 
'>. 

S e::t 'co the t-rnist. __ w. _ The ana-

copy and prepa=es a folder to be used in 

':'esn:1ical Di:rec~o::- before .. 



1;a cional de Panama. Only one, !,;he Technic a=-- Director, represer:ts 

ppr,"C" 1"':'11 he .... 1; ~ tr t' d l! • t f' ~h b l' • • _u~& o~_ers come ~row au S~ e un~ s 0_ ~.e an~~g es~a~-

lish.:'7!ent. ~'lhile the cOl7l . .-nit.t.ee r.as the "'1; ...... au\.t _or~ I."y to disapprove a 

loan, it is tacitly accepted that only the loans intended for appro-

val by PPGE find their Hay this far. Therefore, the most seYere 

negative judgement reached by the Credit Committee ,·:ill be f1disapprov-

al ,\-li th conditions". 
---- ._-- '---,-

A conditional disa oo=oval means that .... he> -"; 1.0 -1 S r.o .... '·:-l"tQ~ ... O J,' '. _ ... _~_._ .. - L.. _-_-L--.""='.- ____ ~~"-C....: v 
I ' 

/ the~c!:S3_cli..~nalys:t __ fo_r _additional "lork, and possibly, further consul-

tation v:ith the applicant e P..arely would an application be rejected 

by the Credit; Com:nittee a secone tine . 

...... 
~ne an?lyst. _sends 't4e-appropriate loan copies of 

his recor::.rnendations for tecll..!.ical assistance to the proper divisions 

't'Ji thin PPGE: Depa::r:~I!ie::ts of Supervision and TecP_11ical Assis~ance. 

A copy of the approved loan agree~ent is also sent to the legal -- - ... ----- -_. - -- - - -- - ---- -- ~-

d ...; .... - . b' "-b -. .:l ~ ...... d 1 eparl."menu, aescrJ.. J..ng u.e .-l.o.:a.n ....an~apay.m.e!1~cne u e. L.~S is tr~en 

signed by both bank and client. The route follc':-led by the legal de-

p~rtment deEends upon the type of collateral pro~~ded by the applicant 

_1.1 a ,client offers ureal propertytr, a notice must be entered in the 
. , / / 

public re_gi!?~~~_~ho~NipGt_h~.:t,_th~re __ is_a _lien __ against it. This t)l'e 

of contract encotL."1ters delays due to the status of the public regis-

The alte::uc.te for:n of the contract is for the client tolho only 

has co-signers ,_'or. intends __ to use property- as collateral 'IrJhich vlill 

be purchased __ ~::_i:tt __ loan fun_ds after _they are received. 

The Departr:1eIlt.... o.f.Anq.lysis and Evalu::r~ion estisates t,}:.at a 

lOClD annlicotion can be comn!etcd from first aonearance t~ contract 
......... \ -- .... 1/ ....... 

'\ 
thirty working days, but this is probably llilrealistic~ 



It ... ·las acir.-'.i. tted, hO'.·Jever, that the ti!::e elc:. p:5 ed r.a-y ·e:·~encL :to 5~_ 

days.. The e:(t.ended delaY1,'12.S blc:.r:1ed en the need ~or entry of notice 
( 

in the pu~lic re 6ister. 

Evaluatin~ Selection of hODlic9nts: The Decision rr:ocel 

The process of applying for a loan at EN? is highly selecti"v'8 .. 

Only one 0; six persons initiating the process comple~es it success-

fully. If applicants have only a .16 probability of getting their 

coney, then t~ere is ~ probability of .24 that they will be rejected. 

-the ....... -r-easons- for the!il. 

~'T'icet~"""'e 't ., .. 1· ... "" ........ ~~~_ u_ prooao~ ~~y 01 reJec~~o~ ~s 59 ~igh, one first pre-

factors responsible should~e an easy task. 

This view is reinforced by the data i~ Table 9, which imnly that 74% 
i 

for only t~·iO reaSC:ls: in.e.dequate collateral and 

failure to. ccn'Jince ar-:al:x"sts that the projec~ is ecor.o~icallv feas-
. -- -

. - , 
~oJ..e. 

The proper procedure .. . -4-' v.r:e process is to . 

the steDs taken bv both successful a:1d unsuccessful a~'Olieants {see . ~_- _ -=----____ .~ ...... -..-..._, L ~ _._ ~~"', __ , _._ - .. .-

T2.~le -10 consists of 21 nu=.bered. steps ~'ihich include 

cutco~es which ca~ take place at each step of 

In 12.ble e~co~~te~s no obstruc-

tiO:lS to 

o~~-n~~~~red steps (1,3, 5, 7 .....• 21). But bet~een eac~ of the 

ste-:) (2, 4, 6, 
.. 

progress. 

ste'8. 



Table 10 

LOAN APPLICATIONS PROCEDURE 

Steps toward Completion 
of Loan Con.tract 

10 Client visits bank to initiate 
inquiry concerning loan. 

3. Client requested to complete pre
liminary form and produce documents. 

s. 'Following receipt of documents, client 
must prepare project study. 

7. Credit analyst ~kes site visit to 
authenticate project study. 

9. Project study and. documents are 
reviewed by internal committee. 

11. Credit analysis is prepared and file 
passes to department head and the 
Technical Director. 

13. File is transmitted to internal com
mittee for second revie~, attended by 
Technical Director. 

15. Application is ready for approva:1. 
by Bank Credit Coa::n.it:.tee. 

17. Application is corrected and returned 
to Credit Committee. 

19. Legal depart:::.ent receives docu::;:>.ents pre
sented at US above for verification. 

21. Legal depart~ent prepares lo~~ agree
ment fo-:: signature. 

Reasons for Possible Terci=ation 
of Application at Each Ste~ 

2. Illegitimate projec:. 

4. Fails to obtain documents. 

6. Fails to complete it. 

8. Defects are perceived. 

10. Technical problems are detected •. 

12. Folicy issues are raised by 
administrators. 

14.- Technical proble~ (from CIO) 
or poli~y issues (from 512). 

16. BNP policy questions are'rai$~d~ 
, File returned to c::-::edit: analyst 
for revision. 

18. Credit Committee approval is 
automatic. 

20. Fraud is detected. 

.' 
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As vIe co;nprehe::d the nu.r:1ber oE ...... ... 
po~n .... s f!.1" ~ .. :hich players 

may be dropped from the gane, we Get the inpression that playing 
( 

it """t .... ..,. .. 

successIu~~y nay ~equ~re mere 

by t.he applicant, irJ.-

c:.uc:.:::..nG the ten pitfalls {even-nu,.1'nbered steps} \'lhich oust be ayoid-

ed, the actual level of difftculty r:lay be appreciated. But ";'16 still 

do not }:::n0,)'1 -orecisel v ~'lhere failuZ"es occur. . .. 

To discover these, \-19 ~ust consider tr:.at. the applica.nt con-

fron .. ts a transi.:t.ion.....r::atri;·: (sequence cf steps or conditions} repre-

frow on~ __ odd-Q~per9d step to the ne:~ is called a transition 

-crobabilitv ~ __ 

the transitio:!"l nrobability ~'iould be 1.0. - . 
But there is a substantial chance tr-at the project described 

by the clie:!"lt to the credit analyst during his first visit will not 

be acce-;;table. "..., ~.. d 'II.. 'It ~...,. • inat c.:ance J..S represente 0"'] t.r:.e prooacl...w.ty ass~g;n-

. ne 

as 

To find the actual nrc::abilit7 t1:a~ a client ",:ill - -
tIe rn.v.st su'btract the p:-:-obabilit;.,. tr1a:t 

"2 ~ l 0 ;f ~rc·= • • 

The steps in tne application procedures Dele hee~-diagra~ed 

a set of transition "'" .l._ " 

appli-

c~;:'.llfltive probability of 

.. 



2 

4 

t follows the ful applican b the odd 
A success epresented Y iicant 
transitions rnsuccessfui app of 

s An U to one number. transition hie 10 for has 
made a (See Tn ) 

the even f each numbere numbers d step • 
identity 0 

.' , 

Table 11 

PROCEDURE AN 'APPLICATIONS 

LO b bilities i Pro a f Transit on Mode'. 0 

14 

16 

18 

21 
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Hm·;ever, for the first six montts of 19c3, ~;e l:nm·J that there 

' .. las D.n ctver.:J.ge .f -0 - . , o / ~DD~~cants ~er ~o~~~, . . - ( ~nd a~ averaGe of 15 

project studies prepared for each of t~ose six months. The attrition 

then, 1-:2.S .70. The 

probability of (J. rejection taking place bet~':een ate"'Cs /!,- and ::';;2.1 _ U n -

~as only .14 (.70 + .14 = ~~4) at least for that period of time. 

Ezpressed son8i-;hat dif::erently, a person m2.t:ing an inquir.f 

. 1 ..... ,..... .• .,.., d . tl... f' ...... t' f''''h carr; ernJ..ng a ..... oan 2.", bl:l' Urlrlg ue lTSI.I s~:, r:on ns 0_ '" e .yea.r 

hc::.d o~ly a .30 probability of arri~"ing at step 

noint half the aD':Jlicants ;·:1::.0 reached it ~-!OU-: d be re iected ( .. ).1;.) l 

These fra~entary data should still be safficient to conclude tr~t 

the loss of applic&nts beyond the point of project study preparation 

is quite substantial-. Total attrition is illustrated in Table 12. 

the re'n.e"t'l pro-
" .. 

• - - .... ..... t-.... ..-..... • b' .... ..... 1 ~ h cess. ~'avnouv vden,. lv lS lCPOSSJ.. ...... ~, .. :::L.:~ \;I.ere the syste!!l for 

T:~bile it see~s clear 

S ,;~"""'o as 'T'~'ole ..a-... ~I..!;;I"':- _ ... C. ....:...-

o ..; ,..,..,..,1 -i es '-'2 *" ....... 4~.L-_ ,'" 2S 

-oroc83s could be shortened substantiall~.~ 1·;itl:out loss . ~ 

... . 
01 screenlng 

effec~i ~re~less. iT k.. l' b .... ,,-" ..f:t'..L. - • t t4 ""I • u::vl_ ~-ie r:nO~l mo:'e a O1.lv v!1e ... Cl",e 0': reJ8C e .... ann..L.l-

- -. - -- -.-- ------. -----

013 erva tiO:1S COl1-
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Table 12 

PROCE!)URE LOAN APPLICATIONS 

Probabilities of Trnnnition , 

10: in Table through Sttle~p?!s~~~~~ !.....:o~ft· .1A~P~P~·1!i£Ca~n~t~s~~..:.~~ ,~ . s /11-5. 
}

fovemen t . 1 tween step . . 
I • los t )e 

.. 

12 

t of not Probabili y P21 x 

1 i C1 step reaC1 no 

A. 

B. 

c . 

app
licants are lost between 

70
0/. of re 
,. licants a . . 14% of app Another 0 

nS 21. step 021. steps • - reach 
f applicants Only 16% 0 

14 

18 

20 

19 ,/' 
/! 

~21 
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ccording to DNP personnel, 
teps #1-5 ean be completed 
n as little as 4 dayS" 

4 days 

:cording to BNP personnel, 
tops 01-21 can be completed 
l as little as 30 days. 

6 

8 

" !J 
, " 

\1 ' 

Table 13 
I' 'il 
i' I, 

:~ I' 
" PF.oqkss LOAN APPLICATIONS 

Time Required for Con~letion 

.I 'I: 
I ~ I 

A. Schedulftd !~nterval Evento: 

9. RevleJlbY internal committee. ' 
13. Secidnd review by internal committee 

and Tj lmleal Director. 
15. App~o\11 meeting by BNP Credit Committee . 
17. Sccond~meeting of Credit Committee if required. 

,', I, , 

B. Indefin!te'Interval Events. 

19. Ver!fi'tation of documents by legal department. 
21. Entty of collateral items in pu.blic register. 

14 

16 

18 

II 20 
h 

19//1 
" 

I ~ 
;! 

But it is admitted that this 
interval may expand to 52 
working days in some cases. 

I' 
" 

" I. 

~ ) 

~21 
" 

, I 

30 to 52 working days 
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Table 14 

LOA..'1 APPLICATIONS PROCESS 

Completion Tice: Samnle Survey Data (53 cases) 

Weeks Required to Comp 1e t: e 
the Applications Procedure 'Frequency 

0 4 6 

5 - 8 11 

9 - 12 11 

13 - 16 8 

17 20 :; 

21 - 24 4 

25 - 28 4 

29 32 * 2 

33 - 36 0 

37 40 2 

TOl:.AI. 53 

.-- .-"'--.,...--; ..... :-------- ..... ~-, .. 
of -"'Heeks recuired: 

Hecian nu...."':.oer of ...:eeks required: 12 (60 working ciaye) 
" 
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HTrar:titacion as ouy lente .e~ e' BtL?! H 

In our opinion, ba .. ,.l: offi cia1s are guilty of a CO!71.r.:.on =-~stal:e in 

estimation resulting iron confusing how lonG a p::-ocess could take 

'\':i th hO\'1 long it' .£ges tal:e .. They are correct in asserti~g that 

there is no need for the process to. tc;lke :::lore than 

days ~~der ideal circ~stances • 
.. ":" ., .. 

But, for reasons summarized L~ Table 13, circ~stances are 
- ... - .. 

less than ideal. '. There are t\·]O types of event in the application 

T:'1ese have been· te==ed., ftscheduled ir:-,--.--_. -

event are beyond the control of the appliqan~ • 
• Schedu1 ed inte:-;fa' events a.:-e those ,(lb.ic!1 a.:-e set by the EN? 

calendar" St.eps !.~9, 13: 15 and 17 in Table 10 COI:.ior:: to this con-

straint. iri.~ernal 

is dei'e=:-ed 
. - -. --~ "-,----*.. --_ .......... -- -~ ......... -

proJeci; s'Ci.:.cy to c.:.SCi.:.SS. J.t 

is not clear hc~ often tal:e "Ola ce, but it see.cs u.."1-

be oztener than once per =on~h .. The Credit; 

( C'''p,.., .!!15 .., ..... d 17) a-e .":l .. ""', _""'~o~"";ITI.a-:-:~_lv ... f'on"" 'f':";~._ .. s .... .., .... ;;; 7(- C;;UJ. _ .. _,.J<.J_ • __ v_ '" ...... "' __ 

peZ" yea:-. 

Othe.:- desig:::ated as 

St eps #19 and 21 eze::1p:!..i.fy· these 

p~ocesso 1 t=> c-a , d e ---<::.;> ....... 

Da~tcent reauires the cao~eratio~ of 
~ . -

Pla ce!7'":e!1t te::;.s is 

also 

Best Available C·opy 
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Ano"ther possible 30urce of r.isin~erpreta~io:t regard-7:1g the 

durCltiorl of the applic~tions process r.:ay be confusing to both Bt!P 

personnel and applica:nt.s. Ui th re£'e=e;::ce t.o Table 10, a loan appro~l-

.... "15 or. step f? • HO~'iever ) 

even though an applic;.:::tion_.r::1ay have been approved _oy_ :the Cr.edit 

c · ....... omr.u. '-' ,-,ee, 

conpletion of remainins s~~sJ.!l~eI""1J'eI.1ing_ before the contract is 

signed. 

P nas a tendency to regard an anoro"'led loan as a com---_... -"'" *-----

loan. approv.al_ is._treatedfcr statistical purposes as if itj..ad al-

r~;::: (1-;.- be CO"".'.' e... a loan· a Cr'o"nt": 1. "U Ot•1t:>'f,::1,..· 1""an y rno"""-},s ~;:::"!'r -t':>"'a';n '09-_~_.. ._ _ _ ....... _ n._ ~_, _ .•• ' .. l. .. v •• u._" .I. .... l'~ .... 

fore...s; disourse!'7lent. ta}:es "Olace. - .-~. - - ., - -- ~--- -. - -
. " 

""10 t' 1·· ..... ne c_:.en ... , -ene to.tal tine 

elansed bet;'leen his first 2nneara::1ce at. t:-,9 b~n}: and the date on . ..' -- ~. - .. ... ... 

The BUPfs tendency to regard approved loans_a~ ce~plet9d trans-

For a variety Ol re~sons] the n~ber of 

acti":Je loon. a.cco'~ts is 5ubstantiall:r less than tr:e 11~'7tber of· loan 

on any sons fer ~'lill be explored and 

e"'laluated in the follc~ing section. 
" . ~-

Ge"tt -:g a 

a se-:-i.es of 

,......,..-.-l-_r: 
,-""""", ... '--"-'--

102:1 from +-' v.::e 

__ cicr::t to ~2-

ct~or: 

p~ogram prese~ts 

The 

a:::d contract 

~iva out of si~ i~~erested would-

.. "':J 

'" 
... persoT"lnel.., 

.. 



Cve~ the life of the proGrnn, it is apparent 

thot selection has becomenore intense. The declining month:!.y 

rate of processed loan applications \'laS docu!''J.ented at the 

of tP..is chapter (p. 50). Fel,'ler project st.udies are being preparea 

because more clients are being ~s_~rJ~_~~~ out U before reaching step 

"5 . f/ l.n the application process (see Table IO). 

Furtherr.lore ,· .. ~:data in Table S r.tay be analyzed to confirm. that 

over time, an appli~ant h.ashad a dL~nishin.g chance of ha'v'!-"l'lg- hi.s 

project study approved after it ha.5 been prepared. ,If vie ~oup . 

applications into six month intervals, beginning with the latter 

part of 1981, tr~e follo"ling ratios approvals to rejections n-.ay be 

established :, .. 
Tine Interval A i:l'Orova Is '0 '. 't· .... eJec l.ons Ratio 

43 70 1 • 1.63 · Q4, 1981 

77 141 1 · 1 .. 83 """ · Ql-2, 19SZ 

Q3-4, 1902. 36 104 1 ~ 2.89 · 

the'probabi~ity of obtaining approval for a project study declined 

very su~stan~ially. The number of applications rejected for each 
. , I 

approval increased from lc6J to ~.$9. According to our h)~othesis, 
.' ,,"""'i, 

the quality of ,projects should have been greatly ~~prcved by this 

increase in selectivity. 

Hm'/ever, "lithout any annoU!'.l.ced chan£es in policy, the reYie~'1 

process was sharply liberali~ed ~t the begin6ing of 1983. Despite 

, d l' . th . P • c ... s .... udie- (0"" ..... e1"' ..... ;:')r;.... because tne eC_l.ne l.n e nuncer 0 ... proJe ... " .;:> -, i! _",'0.,"::>, 

of it?) the ratio of rejected applications to approva dropped to 

1.5J---the lowest in program history! 

- ------
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Changes of this ~~gni_t~?-e in the select:"on of clients can 

not be considered as ra:1dom events.. 1':"1e7 are the result of the 

atmlication of ne\'/ rules or different. stand2rds ~·lith. the inte nt; .... 
of achieving a different goal or objective~ Uo-infor=~tion from 

BlIP persop .... "'1el }"las forthccmng on this point 1 ho .... ;e"lfer • 

. From the examination of data on loan. TIe:-.formance in the .. 
next chapter,. sorne clues can be obtai:1ed 't'ihi.ch suggest a plausible 

explanation. T~e outline of the sequence of events appears to be 

"1 . s:::.::p e e::.cugn.: 

be 

1. During the early r.lonths of the ~rograrn, the emphasis 1"las 
placed en' raisir.g the vol~~e of processed applica~ions 
to thehignest possible level. 

.., -. 

3. 

Ti.~ higLvolu.::.e.. .. of . .applicati.ons advancect..: __ to the project 
study stage, and a rejection rate of-Tass--t.han 2.0 Eor 
each approval 'Nas maintained through the first haLf of 
1982. Data fo~ these assertions a~e in Table 8. 

The De:1ciUl'.l!'.:1 s";-li:1zS in both directions, hm';eYer-" Vol!;!::e 
of nErd loan accounts decli..."1ed shar-::;17 in 198.3 as a con
sequence of more rigorou3 selection.... In ord.er to main
tain r:1inir::.t:...."77. volu.me in the prograo, it appears that cri-

. , •• i r-i d' . t* terla nave once agalI'l Deen re_axe~, an tne reJec 10n 
r-~o -na~' a·ro~~~r. ~o 1 5 a~~lica-;ons ~~~ a~oro1ra" c1i.,; ____ ;J ... ....,.,j,..Jc.:~...,....... \..JU__ v..-..... ...,__ ...... '.J...:.... . .. .. - ..... -

t~~o C--'ps .... 0 ~"',"r";',~o' '01.1-:- 0.,.,1-, a'ur;"""c;- .... 'hos~ ""''''''''''''':;OC.''S '·J ... ~.An rha. "" .. _ .... _ t., ,.,.,;_-<. ___ , oJ •• _." _ ...... .;::>."' ... _,;;:_"""'_ 't _ ....,~- r;';B. n-

Tnere 

is e\,"'ide~ce} to be presented in the ne:('C chapter} tilat there r~a;,e also 
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CHAPTER V 

OPERATING raE PROGR1L~: 
Perfo~ance of Su~err.ised Credit Loans, 1981-83 

Introduction 

It is now appropriate co consider the survivors of the applications 

process. This chapter vill present the characteristics of the successful 

ap?licants---tne clients vhose loan applications are approved. Information 

to be utilized in our assessment pertains to three·groups of applicants: 

1. Atl'Orova1s 
T:~ese are clients ~hose loan applications have been approved by 
the Cred!: Co~:tee. Not all of these applicants have received 
disbursements; some who have received disbursements have encountered 
serious difficulties and their projects have been suspended. 

2. Active Accounts 
These are clients who have received disbursements and whose loan 
CLCCOu.."1.t:s al:e cons:..c.ere.d to be in good s tanding by BNP .. 

3. Sur~ev Respondents 
<" • 

This sample of active accounts is a subset of v2 above, chosen for 
field interviews and assessrc.ent of the res'.l1.t:s of particpation in 
the supervised credit prograe-

~lis chapter will provide a descriptive account of the accomplis~ents 

--of the prograo. From this account: a number of ._prc:.b1en:s_ encoul1!:ered by the ",_A .~ _____ ....... _ 

program .... :i11 emerge. The ?ature __ of t~ese _P~C::?_1.~_ms _~~ll :raise :Ls~ues pertain~ .:...::::..:.~ •. 

ing to the ~nagement of the prograa. Hov did these difficulties occur and 

~hat can be don~ co prevent or cure the consequences? These manage~ent issues 

~Ji11 be confrcnted in the fol10~"1.g chapter on program administration. 

c.~aracter~stiCs of Aoproved A~plicants 

Tnroughthe fir~t.six months of 1983. the ·action of the Credit Co~1ttee 

brought the total nu~ber of approved loan applications to 192. Tne distribution 

of approvals by quar::er si"'lce the 1nceptio? of the prog::am in 1981 is p::.:esellted . 

:in Table 15~ together ~ich the aoounts approved. The mean value of loans approved 

by quarter is also p::,,;ided. Tne sum of $4,517:213 represents the total aoount 

obligated by the Credit Co~~ittee as of June 30) 1983: ~ . 

. The supervised credit:. program at:. B~{P has a capitalization of $10 million 

to be disbursed 'over 43 mo~ths (or $208.333 per month). Tne pro ~.volume 

of loa~ approvals at the enc of 21 months (June 30, 1983) should be $4,375.000. 
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Table 15 

LOt..}! APPROVALS BY QUA.1ZTER~ A}!Ot::rr AND NEAN VALUE: 

1981 - 1983 

Quarter , Loan Numbers N ~ount :t-iean 

4th, 1981 02 - 44 43 28,435 

1st" 1982 45 - 80 36 672,,000 .18.667 

2nd~ 1982 81 - 121 41 8:37 ~ 700 20,432 

3rd, 1982 122 - 143 22 626,800 28,491 

4th. 1932 144 - 158 15 /.19)000 27,933 

• 

1st, 1983 159 - 172 14 232,000 16.571 

2nd .. 1983 173 - 1971: 21 607,000 28,905 
( 

\ 
192 

Total Value 4,,6L7 .. 213 
"--- -_. ... -- ,- - .... ".-

!,fean Loan 'luue ~,O43 

H:Loan No. 1 never issued. 4 !:lore fo11o .. ing 182 have no amounts a·"larded. 
These 5 + 192 = 197. the last applicant nuober. 
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By this crite=~on, it appears that the program is sligh~ly ahead of schedule. 

However, by the end of the following conth (July 31. 1983) total disbursements 

in the lean program ao.ounted to only $3,049,042, or 667. of the amOl1nt approved. 

By this criterion~ the program has fallen substan~ially behind schedule, having 

disbursed only 70% of the target of $4,375,000. 

Clearly, caution r:lUS t be exercised in the interpretation r:·f program sta

tistic.s. It should also be understood that Hloans ll are not lL."lambiguous units 

of quantificatio~. Some are approved without disbursement and will eventually 

be canceled without any transfer of funds to the c1i~t. Some are approved and 

only partly disbursed. Some are approved and disbursement has co~enced but: 

then they are te~nated or suspended. 

A loan account might =ore p~operly be defiued as a continuum extending 

from the date of application to final payment. The continuum covers an inte:

val of tine which requires several years to complete. There are a number of 

points along the conti:l.uum where inter:..-uption or terr.dnat::I',or. may OCCT.lI. ~:re

fore, it is cisleading to consider "lo~ns" as categorical ,events. 

Despite this logical problem, the bank treats approvals ~ if they were 

active loan accounts for statistical purposes~ sl:!ch as reporting its progress 

to US~ID. wnile ~his fi~tion is certainly not incended to deceive, and ~es 

a level of uniformity in repo=t:ing possible, it is apt to introduc.e distortion 

and pro:::1ote misin.:erpretation. In the balance of this c.hapter, therefore:t te'-I.:'

inology referring to loans at different points along the continuum w~ll be used 
.. '_" _"':::.~W:-

T .. ith precision. 

Table 15 captures the historic.al di~nsion of the approval process. 1.t 

is clear that over ti~ tne volu=e of- approvals per quarcer r~s tended to de

cline. rne average numoer of loans for each quarter since October, 1981, is 

27. rne nuober of appr~vals has consistently fallen belo~ this average since . . 
the second quarter of 1982! 

The average value of loans per quarter is ~24.048. Inspection of Table 

15 indioates the opposite trend. In three of ':he last four quarters. the a7er

age value was e:-:ceeded! Over time, ;:"'<en, the TI.lO.:'; "':' of approved applications 

has dioinisbed "t..'hile the average value per loan 1."l5 i:1creased. 1''oe_ average 

value for the second quarter of 1983 is $28.905. n,is fizure approacr,s, but 

does nat exceed .. the target value of $30.960 set for th.::. average loan Ll the 

project pa?er (Ia~le 10, Annex VIII). 



Table 16 

FREQUENCY DIS1'R!Bt;"TION OF APPROVED LOANS BY SIZE 

88000 1 

120000 1 

131000 1 

186000 1 

TOTP.~ 192 

Hedian Loan Value $12,181 

Percent 

22.4% 

16.7 

17.2 

6.2 

6.8 

lO~9 

"2.6 

1.6 

2.1 

6.2 

1.6 

2.1 ( 

0.0 

--. 1..6 --

.5 

.5 

.5 

.5 

100.0 
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Based on the project paper once again, the 323 loans proposed yi~ld a 

quarterly rate of 20 processed applications. Over the seven quarters covered 

by our evaluation, the target should have been 140 loans completed with an aver-

age value of $30,960. Instead, 'We have 192 processed applications with an aver-

age value of $24,048. However. it should be observed with: approval that during 

the most recent quarter of 1983 both the number ~f loans (21) and their average 

value ($28.905) were closer to the goals defined in the project paper than at 

any other point:. since the project's inception. 

Table 16 presents a frequency distribution of approved loan applications 

by size. The median loan ~pplic_~t;.::mJs_ for3_l&,.181,._a_fi.g,.lre -which is only 76% 

of the mean ($24,048). This is a phenomenon produced by the presence of a few 

very large values (in this case, the seven loans above $70~OOO) which :in~luence 

tt.e mean but not the median. A substantial number of applications are for "small" 

a"r.lounts (relative to the target: vaJ.ue of $30.960). One cut of five are for less 

than $10,000 and three out of eighe ar. for less than $15~000. 

At the other extreme, one of seven loans is for more than $50.000 and 

three are for more t~~ the upper limit of $100.000 (see Table 2 above). The 

loans for "excessive" amounts are handled by suppler-renting the maxioum available 
-----~-- < -, •• , - ~ 

f.:rom USAID with EXP .-funds. Since the proportions of support provided to a client 

ruay cone from either US~ID, GOP or B~~~ it is necessarJ to keep accounts_~ t~ip

licate. 

Even at this early point in the discussi~n~ it is possible to observe that 

the EX? loan portfolio displays extreL:"e heteroge:1eity of composition. Loans for: 

less than $15~OOO require differ~nt administrative procedures than thoSQ for 

$50,000 or' more ~ecause different types of enterprises are involved. One may 

preSl.!::1e that borro· ... ers of smaller S'1ms 'Will be less sophisticated entrepreneurs 

than those entrusted with large amounts. We shall be interested_to see how 

~~nagement copes with this situation in the following chapter. 

Table 17 distributes the frequencies of loan approvals by size across 

the seven quarters of program ope~~tion. The distri~ution reveals that there 

has been a sharp reduction in the volume of loans below $10,000 si~ce the third 

quar~er of 1982. The volu~e of loans above $25,000 seems to have held constant 

in the last three quarters, however. Table 17 also provides the median values 

of loan appliactions by quarter. The outstanding characteristic of lhese 

~- -'--~--.--'-- - .. --- --. 
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Table 17 

FREQUENCY DISTRIBUTION OF LOAliS BY: Q'C:'3.l.t.:t HITH }!EDIAl.'l VALUES: 

1981 - 1983 

1981 1982 1983 TOTALS 

~ Ql Q2 Q3 04 Ql 02 . 

500e - 9999 7 10 12 8 2 "3 1 43 

10000 - 14999 6 9 6 3 1 5 2 32 

15000 - 19999 8 3 9 2 4 3 4 33 

20000 -~ 24999 2 4 3 1 0 1 1 12 

25000 - 29999 2 3 1 2 2 0 3 13 

30000 - 34999 6 3 3 2 3 1 3 21 

35000 - 39999 1 1 1 0 0 0 2 5 

40000 - 44999 2 0 1 0 0 0 0 3 

45000 - 49999 2 0 1 0 0 0 1 4 

50000 - 54999 4 2 1 0 2 0 3 12 

55000 - 59999 " 0 0 1 o • 1 a 3 .J. 

60000 - 64999 1 0 1 1 0 0 1 4 

65000 - 69999 0 0 0 0 -0 0 0 0 

70000 - 74999 0 
, 

2 0 0 0 0 3 ( .J. 

75000 - 1 0 0 2 1 0 0 4 

TOTALS 43 36 41 22 15 14 21 192 

Hedian Loan 

Values 

(000' 5) 121. 25 14.4 16.39 15.0 26.25 14.0 29.17 18.18 
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values. like the means provided in Table 15. is there uneven quality from 

quarter to quarter. The 8edians are describing an ascending tendency however. 

The quarterly medians for two of the last three quarters are much higher than 

the overall median of $18,181. rne extreme fluctuation in rr.edian values over 

short periods of time indicates that no consistent policy is being utilized by 

B~TP 'With reference to this di:r:ension. 

Another di::.ension of contrast which may be extracted from the data 00. 

loan approvals is the comparison of applications from new enterprises with 

applications from established (existing) enterprises. The project paper (po 23) 

affirms that both types of enterprises are eligible for support, but does not 

suggest a quota for apportioning funds between them. However, it is reasonable 

to aSSU::le that the new business should have a higher nortality rate. than estab

lished firms. °If so, then loans to new entrepreneurs should involve greater 

risks and applications from established firns should receive priority consider-

ation. 
• However. the stipt,Llations in the project paper state that applicants should 

be 9. ... ~er:operCltor~_"".h.0 __ ~.:r~_..:.'t;nable to obtain _credit ~rc_m the cor..mercial bat'lking 

system" (p. 23). These qualifications are more likely to apply to enterpr~ses 

which are_ both_ new _aD.d,.small. Enterprises 'Which are larger and have a history of 

previous operation should be able to obtain credit fro:1 the cou.:nercial ,banking 

syste~. Unless, of course, they are bad risks! 

Table 18 presents data on the distribution of loan approvalsprovided_to,_·· __ _ 

new and established (existing) enterprises. The data are further divided into 

(1) metropolitan versus non-me~ropolitan loca~ions, and (2) quarters, in which 

loan applications were approved. The table discloses some definite pa~~e~s 

which are worthy of co~ent. 

During the firs~ two quarters of prograo operation, new projects were 

favored over existing ones in both metropolitan and non-metropolitan locations. 

During the third quarter (April~June. 1982) the balance shifted to existing projects 

in the non-·metrcoolitan area. During the fifth qt:.arter (October-Deceober, 1982) 

the sa~e shift took place in the metropolitan area. During 1983. there has been 

a strong preference for existing projects in both regions • 

. B~P officials confirm t:lat this trenc is not an artifact of statistics. 
, 

We were told that during 1ge3, clients with new projects have not been invited 

---_.,-. - ----------
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Table 18 

tlE\-l A:ID EXISTING E:-l'TERPRISES FUNDD ~;ri'R LO~;S BY QI!ARTER: 

HETROPOLITf..N AN1) ~WN-::-!.:.L?O?OLITA~i 

Metropol-:~ Non-Metropolitan 

guarter NeT.., Existing Total Ue r .... Existing Total 

4th, 1981 18 14 32 6 5 11 

1st, 1982 10 5 15 10 11 21 

2nd. 1982 8 4 11 12 17 29 

3rd, 1982 9 6 15 .3 4 7 
< 

4th, 1982 4 6 10 0 5 5 

1st. 1983 1 7 7 2 4 6 

2nd, 1983 3 6 9 4 8 12. 

TOTALS 53 48 101 37 54 91 

I 
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to proceed ~ith their project studies. The new projec~s approved during 1983 

were apparently based on applications initiated before the beginning of the 
year. 

There is also a trend OVEl!r time i~ the approval of ~et:.ropolitan and non

metropolitan projel:::t::s. During the first quarter of the program, Panama City 

applicants were favored by a ratio of 3:1 over outsiders; This favoritism ...... as 

sharply re,"ersed during the following two quar::ers (January-June, 1982) in 'Whic.h 

the majority of approvals went to non-oetropolican applications. The second 

quarter of 1982 is espec.ially noteworthy: 29 approvals outside Pa=ama Ci:y and 

12 "Within th6:- met:ropolitan area. This extreo.e ~as also followed by a corrective 

measure---in three of the four remaining quarters t~e majority of approv~ was 

in Panama City once again. 

There is a final dimension along ...... hich the loan approvals ~y be evaluated. 

The project paper (A.-mex VI!!, Ta'!:lle 10) proposes a ratio of loans by type of 

'9.ctivity ~ reproduced -. p. 10 above. ':1;.e suggested .!istribution ls as EI.)110 .... 9: 

.-
Jyne of,Loan No. of Loans 70 of Total 

Indust:ria.l 67 20.7 
Commercial 117 36.3 
Service 139 43.0 
TOTALS 323 100.0 

The actual distribution of loan applications acco~plished thus far is presented 

in Table 19. Unlike the suggested allocation above, the approvals voted by the 

Credi~ Co~ittee up to this point have been equally divided a~ng the three types 

specified. 
, 

Tne project planners intended that the ratio of service to industrial en-

terprises should be 2:1. Instead~ an excess of industrial projects has~ b~en 

approved up to the present time. The greatest excessof industrial approvals (12) 

took place during the second quart.er of 1982 in t.he non-metropolitan area. The 

greatest excess of commercial approvals (14) Vas during the 4th quarter'of 1981. 

They were in cetropolitan locations. 

The preference of the project planners for categories other than industrlal 

probab.ly relates to their expectations that (1) the average industrial loan would 

be twice the size of the average corr.mercial and three times the size of the aver-

age service loan; (2) the cost per job generated in industry would be't~ice a.s 
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Table 19 

METROPOLITA..'i A..'ffi l'~ON-METROPOLITAN LOA:T EXrE?...??.ISES BY QUARTER: 

TfPE OF ACTIVITY 

Quarter/Location Industrial CO!:lmercial Service 

4th~ 1981 

Hetropolitan 7 14 11 

Non-Metropolitan .3 S 3 
Subtotal 10 19 14 

1st. 1982 

Netropo1itan 5 4 6 

Non-l-!etropolitan 7 7 
.., 
I 

Subtotal 12 11 13 

2nd. 1982 

¥.etropo1itan 4 7 1 

Non-:1e tropo 1 i tan 12 8 9 

Subtotal 16 IS 10 

3rd. 1932 

Hetropo1itan 6 4. 5 

Non-Metropolitan '2 .3 2 

Subtotal a 7 7 

4th. 19a2 

!1etrapo1itan 5 1 4 

Non-r~e cropo Ii tan 1 3 1 

Subtotal 6 4 5 

1st. 1983 

!1etropo1itan 4 1 3 

Non-~1et::rapoli ran 1 3 2 

Subtotal 5 4 5 

2nd. 1983 

!1ec ro;?oli tan 5 2 2 

Non-~ecropolitan 3 7 2 

Subtotal 8 9 4 

65 69 58 

Percent 33.9 35.9 30.2 

( 
" 
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puco as in toe other t~o categories. The quantitacive relacionships uehind these 

conclusions appear on pp. 10-11 above. 

If the legic of tE~p-=oject planner' s _~~_g~ent. is cor~~ct:, then the excess 

of incus:::-ia.}. __ loans should resul!:-_ in early depletion of the _capitaL fund and a 

shortfall __ it:).Jj1.'iiLnu:t:loel:" 9 f jO?~_g~?~;-ated,:-it:h _loaf\~ _apPE~~ed. ' But: data revie· ... -

ad in Table 15 suggest that. even though industrial approvals are a larger share 

of thE. loan portfolio than projected, c.he average amount. approved ($Zl},04~) lias -,-

less than the $30.960 proposed by designers of the project. 

ated w~ll be presented tovard the-end of this chapter. 

Data on jobs gener~ 

Finally~ we zay reach beneath the official language of p:-ojecc documents

to exa=ine the nature 0: the loan-sup?orted projects themselves. In Table 20, 

a __ ~~nk~or~~~~~~~te~~ises has been prepared and dichotomized bet~een Pana=a 

Province (the metropolis and outlying communities) and the remainder of the 

COl'::ltry. It is note'.lorthy that four out of the first six types of business 

have tC' do with food proce_ssing, food sales a:'l.d dis.tribution. rile other three 

highest rankings (2nd. 3rd and Seh) have to do with transportacion. 'The ranlr..s 

betweer. six and ten contain a great many industries. none of which have a fre-

queucy g-=eater than nine. 

Y.anufacturing activities tend to be quite diversified, which results in 

thei:::: prooinen!: position among the residual. category of t'.lenty ciscellaneous 

indust::::ies. 'rne resid'~l classifications of ~nufacturing and service enter-

prises consist of those '.titb a frequency of less than five cases. -k.:lOu3 the 

miscellaneous indust:-ies. the p:-esence of~ouz-cement_blpcY~actories.and_four 

1.J,.L:::oer and. _loggL"":6-Q2-e,£§.~:i,ons _ is probab 1y no te'.lorthy; as is the concentrat.ion 

of manufacturing uitbin ?ana~ Province. 
I 

TI.e actual business act.ivit.ies for wr9.ch loa..'1.s have been requested al~e 

not "picaee.ring" in c:na:rac::er. It ""ould bEL!li-fficult to identify a business 

or industry Yhich appears to be breaking ne~ ground for econooic gro~th in 

Pa::1ana. Host of the pur;)Qses for which loans r-.ave been sought", replicat~ bus-

,_ iness acti'r.:.cies al:-eady in place in the commurl.:.;.t:ics ... hich will-receive them. 

In addition. at least -.rit.hin Panama City. a nU::lber of the enterprises financed 
"-

have a ratber fri--"olous character: a fire'.lorks factor-J. a gour-::::tet food stor-e» 

a pur-Jeyor of_ pa:cty goods for birthdays, an interio:- decorator~ etc.. l-.11.ile 

there is nothing intri:1sically "-.r.=ong" ~ith financing activities of this sort. 

if they ge:1erate ecployne:1t a:1d succeed financially, they are somewhat out of 

charac~er with the rationale for the supervised credit, program. 
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Table 20 

HETROPOLITA!I AND NON-~1ETROPOLID'::i LOA.:~ £ITERPRISES 

BY TYPE OF BUSINESS 

~!pe of Business 

Groceries, Food Stores 

Specialty Goods Retail: 
Rardyare. Auto Parts 

Restaurants 

Bakeries, Delicatessens 

Panama PrO'JL(\Ce 

14 

Repairs: Vehicles» Appliances 

12 

7 

9 

8 

Meat> Poultry, Fish: Food 
Processing and Sale 

Transportation 

Furniture Hanufact.ure 

General Stores 

Foundrj, }~chine Shop, 
Welding, Blac~~~th 

Laundries. Cleaners, Car 
Wash 

Gift Shops. Beauty Shops 
Florist, Sovelties 

Printi~g, Photography 

Clothir!.g l-!anufacture, 
Tailoring 

Pot~er/ !1anufaccure, 
Ceramics, Paper 

Miscell;:t.neous !1.a..."1uf ac turin g 
EnteI7rises 

Hiscella!"'!eous SerJ').ce 
Enterprises 

T07ALS 

6 

7 

6 

6 

5 

3 

6 

5 

4 

5 

15 

10 

128 

Oth::1:" Provinces 

15 

4 

6 

4 

5 

5 

3 

3 

2 

2 

4 

1 

o 

1 

o 

5 

2 

64 

Total 

30 

16 

1.3 

1.3 

13 

12 

10 

I) 

8 

7 

7 

1 

5 

5 

5 

20 

12 

192 

( 

Rank Percen 

1 

2 

3 

3 

3 

4 

5 

6 

7 

g 

8 

8 

9 

9 

9 

15.6 

8.3 

6.8 

6.B 
6.8 

6.3 

4.7 

4.2 

3.6 

3.6 

? • 
i 

2.6 

2.6 

2.6 

10.t~ 

6.3 

100 .0 

I , 

\ 
I 

I 
I 

i 

, 
i: 
11 

,. 
j: 
1 

1 
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Additional data on this same theme are presented in Table 21, vhich 
-. . 

ex~~nes average loan .s~ze and number of e~ployees to be generated by type of 

business. 'Where the average loan size is based on aoounts actually requested 

the emplo~ent figures are esti=ates of the future labor requirements of the 

fully developed enterprise. In Table 21. types of business activities are 

arranged in order of ascending value of mean loan approval; i.e., loans 

for auto and machine repair have the lowest mean value, while loans for weld-Irg" 

smelting and metal work have_ the highest uean value. 
.'-,~:-~ .",. ---- -_ •. ,:!----" ":,.-'-"';,'"':' 

In Table 21, business activities with a frequency of I:lOre than 5 have 

been grouped in the upper half of the page.. Business enterprises with a fre~ 

quenc] o~ 5 or less appear on the lower half of the page. Several of thes.e 

lower frequency types of enterprise have l~ mean loar.. values; e.g., 

print shop and photography, and chemical manufacture. 

rne d~stribution of enterprise5 by mean size of lo~n application 4eveals 

that the ty?es of business activities which appear~ost frequently, such as . 
groceries and auto repair shops, tend to have lower loan values. The only fre-

quently a?pearL~g business with a loan value higher than the average for all 

applications ($24,048) is that of specialty stores. 

Table 21 also provides a basis for estimating the anticipated e~ploymen~ 

generation potential of different types of business activity. According to the 

project design, the 323 loans should have generated 1,604 jobs, or 5 per loan. 

Tne 192 loans approved to mid-1983 werp. expected to produce 852 jobs (4.4 per 

loan) •. A peculiarit.y of the project proposal "Was its expectacion t~t different 

" types of enterprises should generate different levels of employment: 3 per 
, 

se~ce enterprise and 6 each for industries and commercial enterprises. How-

ever. inspection of t~e.individual b~L~esses discloses that for nost categor1es~ 

it is expected that 4-5 employees will be added for each loan. Industries ~~~b 

expect to oeet or exceed the norm are furniture oanufacture (6 workers), lumber 

oilling (9 workers) and cheoical industries (6 worY~rs). Only one other enter---. 
prise category exceeds the no~ of 4-5 employees: printing and photography" a 

service activity . 

. Pnocher concern reflected in the project design is that the participation 

of wo~en as business proprietors is to be encouraged. Table 22 prese~ts loan 

application data on this issue; 44 loan applications (23% of the total) have 

been filed by women. Four out of. five of these loans are located '.;ithin the 
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Table 21 

RA;iGE AND !'!EA~'1 VALUES OF LOMiS BY TYPE 0:: ar;SI:iESS ACTIVITY. 

Business N 

Auto/Machine Repair 13 

Gifts/Florist/Beauty Shop 7 

Cleaning Business 7 

Meat/Food Preparation 12 

Groceries 30 

Restaura,ts 13 

Transportation 10 

Bakeries 13 

General Stores 8 

Speciaity Stores . 16 

Fu!'niture Manufacture 9 

Welding/Smelting/M~:al 7 

Subtotal 

Nursery/Landscaping 

Clothing ~anufac~ure 

Cera:nic/Paper /?lastic ~'!fg. 

Shoe :1£g./Repair 

Business Support Ser"/ices . 
Cement B10ck ~fg. 

Curtzin/Cushion Mfg. 

Lumber I~hlling 

Dentists/~edical Laboracory 

Cher:lical ~'lanufacture 

Print Shop/Photography 

Tannery 
...... w ~ • 

l:.l.lng 

Accot!r:tan~ 

Sub tota 1 

145 

2 

5 

5 

4 

4 

4 

2 

4 

4 

5 

I 

1 

1 

1 

47 

192 

Range 

Low 
Value 

5000 

6000 

5000 

7000 

5000 

5000 

6360 

6000 

5000 

5500 

5000 

15000 

5000 

5ceo 

7800 

5000 

5000 

6000 

8000 

10000 

30000 

IIGOC 

25000 

High 
Value 

25000 

46000 

500CO 

500eo 

55000 

70000 

SOOCI) 

60000 

600CO 

DIOGO 

70000 

88GGO 

lOOGO 

16000 

30000 

350(0 

30000 

50000 

60000 

5!J6CO 

7(i)rfJ 

120000 . 

186000 

Total 
Value 

176500 

122500 

122700 

2155CO 

558653 

276500 

228860 

313500 

197600 

444500 

275000 

270000 

3201813 

15000 

5~SCOO 

68800 

60000 

70000 

116000 

68000 

158600 

185000 

192000 

334500 

12000 

20000 

29500 

30000 

14lS4CO 

4617213 

~Iean 

Value 

13577 

17500 

17529 

17958 

18622 

21269 

22886 

24115 

24700 

27731 

30556 

38571 

7500 

11200 

1371]0 

IS000 

17500 

29000 

34000 

39650 

46250 

48000 

66900 

~ledian 

Value 

12000 

15000 

12000 

13500 

12500 

15000 

22750 

21000 

17500 

17500 

25000 

3Z000 

7500 

150CO 

10000 

10000 

27500 

30000 

3~COO 

49000 

( .. 2500 

30500 

3SSCO 

36 

25 

28 

45 

llS 

63 

40 

55 

36 

82 

54-

612 

4 

25 

9 

10 

22 

19 

9 

36 

23 

2.3 

38 

3 

6 

6 

7 

240 

852 

( 



( 

Date 

1981 
(July-Dec.) 

Subtotal 

1982 
(Jan.-June) 

LOANS 

10 

19 

, .. ..-. 

Table 22 

TO \·:0:1 Ell PROPRIETORS 

Panama 
Pn"/ince 

8000 

10000 

10000 

15000 

16000* 

21000 

27000 

30000 

34000 

46000 

$217000 

$ 50GO 

7000 

7000 

7800 

10000 

10000 

10000 

10000 

10000 

12000 

15000 

15000 

24000 

70000* 

$212800 

Othf"r 
Pro'lin::::es 

: _.:--:: 

$ 5000 

5700 

10000 

10000 

30000 

$60700 

Totals 

S217000 

$273500 



Date 

1982 
(July-Dec.) 

Subtotal 

1983 
(Jan.-lt.:ne) 

Subtotal 

TG'TALS 

~~l£A~l $20227 

>1EDrA~. S 15CGO 
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Lo~ns Made to Women Proprietoc5 

N 

8 

7 

44 

(Page t~o of two) 

Panama 
Pro'linc"! 

$ 6000 

14000-;;-

15000 

15000 

16000 

28000 

30000 

60000 

$184000 

S 30000 

32000'" 

50000 

50000 

$162000 

:s7752C0 

Other 
Pro'd.nees 

S JOOOO 

18seo 
25000 

S 53500 

8 

$1142CO 

~ Loan 2~ount i~cor?orates adcitional loans mc~e at la:~r dates 

!,'}oce:1 ?ro~,ietors ha'le receivec 22.9% "',. v .. all lC2f!s approved. 

It·10~er. proprietors h<1 ~/e recei.,ed. 19. 3% of a::' loan fu::ds .. 

Totals 

.$184000 

S2LSSSO 

~G90000 
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province of Panama. The difference between loans to men and women in terms 

of location of bte f'''1.terprise is see: forth below with dat.a from Tables 2C and 

22: 

Panama Province Other Provinces Total' 

Male 
Proprietors 92 56 148 

Female 
Proprietors 36 8 44 

-_. ~-' .. ~. 

TOTALS 128 64 192 

Anoth~r featu=e.of Table 22 eha~ desen"es cc~ent is the size of loan 

approvals made to female p~oprietors. Both mean ($20.227) ~nd m~dian ($15~OOO) 

values are substa:1.tially below those for all loan a?provals. As noted at· the 

bottom of the table~ women have received 23~ of the loans but only 19.3% of 

the funds committed. 
, .. 

In Table 23. a fr~quency distribution of the enterprises operated by 

women has been prepared. The most frequent business operated by a woman pro-

prietor is the ttbout:iqu~'.~ ... r::ype 

. ~.' ,... 

Six out of seven of thes~ are located in Panama Province. In categorical teros~ 

women proprietors are more prominent proportionally in grocery marketing and 

food-related enterprises. However. it is interesting to note that: some of ;.:he more 

expensive examples of tnese are to be found in provinces other than Panama! 

To permit a ::lore comprehensive review of thp ty-p_es o{_.businesses repre.sent

ed by the _ent:.i:r::ebod)'_oL.J..oa:t:L_approvals to. mid-1983:> together with their loca

tions a."ld ~he al:1ounts requested for them, Table 24A-M has been pr,e?ared to c~m

plete this section. It pr2.sents a separate table for each of t:he ranked cate

gories of enterprise L."l Table 20_for ,ranks 1 through 8. Rany-s below 8 are con

solidated in a residual category (Table 24-1~. 

It is appropriate t'J conclude this section with a brief revie'''; of, the 

or findings: 

1. The loan. fun..:.:!.afteL_ .. twen.!:}':-one....montb.s.-.oLoperation 
is app'~oximately on schedule ($4,6l7,L13 ap~oved) but disoursements, 
which are 66% of appro:a~~, lag ~ignificantly. 

2. Over ti~e. t~~.volume of approvals by quarter has declined. The rate 
has~~en below_averaga since mid-1982 (Table lS). 

3. The average value of loans per quarter has increased as the nuober 
has gone c.o,..-n. Both average vrtlue ($28.905) and nu:::ber .of 10 arts 
(21) for the most recent quarter are approaching tar;ets in the 
project paper for the f t ti~e (Table IS). 
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Table 23 

TYPES Or BUSINESSES ot*;:'!ED BY t'iO:'f2~ 

Panat::la Other 
Types of Busine~'~ N Province Provinces Totals 

Gift Shops, Florists, 7 $ 5000 S 18500 
cnd Beauty Salons 8000 

I!.OOO 

15000 

15000 

46000 

Subtot.aJ. $104000 $ 18500 $122500 

• 
Groceries, Super- 6 S 7000 S 25000 

markets and Food 7000 
Stores 

10000 
I' 

30000 \ 

34000 

-Subtotal. S 88000 S 25000 _ $113000 

Baker~es ar.d 5 S 10COO $ 16000 
Delicate::::sens 21000 

24000 

60000 

Subl..otal $115000 S 16000 .$1310CO 

Restaurants 5 $ 10000 S 10000 

15000 30000 

28000 

S'J btota 1 S 53000 $ 40000 (- 9300C .; 
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Types of Businesses Owned by Women 

Types of Businesses N 

Clothing Manufacturing 4 
and Tailoring 

Subtotal 

Furniture and House 3 
Furnishing Manu-
facture 

Subtotal 

Specialty Goods - 3 
Retail and Whole-
sale 

Subtotal 

General Stores 2 

Subtotal 

" 

Nea t and Food 2 
Processing 

. Subtotal 
.-< 

Transportation Busi- 2 
ness - Passenger and 
Cargo 

Subtotal 

Cleaning Business 1 
Laundromats and 
Auto \';ashes , 

Subtotal 

.: ...... 

(Page two of three) 

Panama Other 
Province Provinces 

S 5000 $ 5000 

15000 

16000 

S 36000 S 5000 

S 32000 $ 70COO 

50000 

.$ 82000 $ 70000 

$, 10000 .. 
10000 

15000 

$ 35000 

$ 10000 

10000 

$ 20000 

.$ 50000 $ 10000 

.$ 50000 $ 10000 

$ 30000 $ 1000v 

.$ 30000 $ 10000 

S 5700 

$. 5700 

Totals 

-- - . ~ ... 

. - -- - ... -
.- S 41000 

- -

$152000 

$ 35000 

$ 20000 

$ 60000 

$ 40000 

$ 5700 
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Types of Businesses O,.-ned by t'!omen 

Types of Businesses 

Printers and Photo
graphers 

Subtotal 

Pottery, Ceramics, 
Pap~r and Plastic 
t1anufacture 

Subtotal 

Cement Block Manu
facture 

Subtotal 

Shoe Manufacture and 
Repair 

Subtotal 

TOTALS 

'. 

N 

1 

1 

1 

1 

44 

(Page three of t~ree) 

Panai::d. 
Province 

$ 27000 

$ 27000 

$ 7800· 

$ 7800 

S 30000 

$ 30000 

$ 12000 

$ 12000 

$609800 

• 

Other 
Provinces 

$200200 

Totals 

. $ 27000 

$ . 7800 

$ 30000 

$ 12000 

$8900CO 



LOANS FOR GROCERIES, SlJPERNARKETS AND fOOD STORES 

Panama Other 

( 
Date N Province Pr0vinces Totals 

1981 4 $ 10000 
(July-Dec. ) 15853 

34000 

55000* 
, 

Subtotal $114853 - - $.lJ4~53 

-... : ... - -
1982 14 t!' 

~ 5000 5000 
(Jan.-June) 7000 5000 

7000 7000 

10000 8000* 

10000 8000 

30000 10000 
.. , 

50000 15000 

Subtotal $119000 S 58000 $177000 

1982 5 $ 8000 
(July-Dec.) 8300 

15000 

21000 

34000* 

Subtotal '. $ 86300 $ 86300 

1983 7 $ 9000 $ 15000 
(Jan.'-Ju:le) 180001 ' 25000 

30000 33500 

50000 

Subtotal S 57000 $123500 $180500 ---
N TOTAL 30 14 16 
TOTALS $290853 $267800 .$558653 

-- -f'IEMl $18622 

t·1EDIAN $12500 

-l:-Loan ar.:ount incorporates additional loans made at a later d'""te 
1-3~!? funded S12000 of the loan. 
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Table 24-:8 

LOANS FOR SPECIALTY GOODS -- RE.TAIL A~;D ~';''HOLESALE+ 

Date 

1981 
( July-Dec.) 

Subtotal 

1982 
(Jan.-June) 

Subtotal 

1982 
(July-Dec.) 

Subt:otal 

1983 
(Jan.-June) 

Sut:rtota1 

:. rUrAL 

TOTALS 

l ~ r ~ \' 
:1[",,/":,1 .$27781 

S 17,)(jG 

N 

4 

8 

1 

16 

Pan::lma 
Province 

$ 100GO 

15000 

50000 

50000 

$125000 

S 10000 

15000 

15000 

·20000 

20000 

40000 

$120CCO 

$ 10000 

131')00*1 

$141000 

12 

$386000 

Other 
Provinces 

$ 5500 

8000 

• 

$13500 

$25000 

$25000 

$20000 

$20000 

4 

S58500 

LGan a~Qu~t incor~orates additional loan cede at a later date 

1 8~::? funded S61GCO of the loan a~ount 

+ 

Totals 

$1.25000 

$133500 

- $166000 

.$ 20000 

$444500 

.. 
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}'ab1e 24-C 

LOAIJS FOR RESTAURANTS 

Panama Other 
Date N Province Pro"vinces Totals --
1981 2 $ 5000 $ 16500* 

(July-Dec.) 

Subtotal $ 5000 $ 16500 $ 21500 

1982 8 $ 10000 Lt 10000 ".. 

(Jan.-June) 12000 15000 

15000 20000 

700001 "30000 

Subtotal $107000 $'75000 ,$182000 

1982 1 $ 28000 
(July-Dec.) 

Subtotal $ 28000 $ 28000 

1983 2 $ 35000 $ 10000 
(Jan.-June) 

Subtotal $ 35000 $ 10000 $ 45000 

N TOTAL - 13 7 6 

TOTALS '/ S175000 S101500 5276500 
. -, 

MEAN $21269 

r--!EDIAN $15000 

;::, Loan amount incorporates additional loan made at a later date 
1 BNP funded $40000 of the loan amount 1. 

--.-.. ,. -.....,.-
L ~:: 
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Table 24- D 

LOANS FOR BAKERIES A;-';D DELICATESSE~:S 

Panama Other 
Date N Province Provinces Totals 

1981 3 $ 10000 $ 6000 
(July-Dec.) 

21000 

Subtotal $ 31000 S 6000 S 37000 

1982 6 $ 18500-~ $15000 
(Jan.-June) 

22000 33000* 

24000 

35000 • 
Subtotal $ 99500 S48000 $147500 

1982 3 $ 8000 S16000 ( 
(July-Dec.) 60000* 

Subtotal $ 63000 $16000 $ 84000 

10°" ~ .;1...,)....) 1 $ 45000 
(Jan.-June) 

Subtotal $ 45000 $ 45000 

" TOTAL 13 9 l, ,i 

TOTALS $243500 $70000 S313500 

\..r~ ~ ~.r 
t ~ '-J t1. •• $24115 

>!EDIA:'~ $2l000 

-- L08n amount incJr;:;orates additional lO2i13 ~()rie at " later date .. 



Table -24-;:: 

LOANS FOR AUTO BODY. VEHICLE REPAIR A~ID APPLIM:CE REPAIR SHOPS 

Panama Other 
Date N Province Provinces 

1981 1 $ 18000 
(July-Dec.) 
Subtotal - $ 18000 

1982 4 $ 5500 . $ -180001 

(Jan.-June) 8000 

25000 
----

Subtotal $ 38500 $18000 

1982 4 $ 5000 $ 6000 
(July-Dec.) 10000 • 

~50002* 

Subtotal $ 40000 $ 6000 

1983 4 $ 10000 15000 
(Jan.-Julle) 12000 19000 

Subtotal $ 22000 $ 34000 

N TOTAL 13 8 5 

TOTALS $100500 $ 76000 
., 

MEAN $13577 .. -'. 

MEDIAN $12000 

* Loan amount incorporates additional loans made at a later date 

1 B~P fUllded S~OOO of the loan amount 

2 EN? funded S20,000 of the loan amount. 

Totals 

H- 18000 ~ 

$ 56500 

$ 46000 

$ 56000 

$176500 
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Table 24-F 

LOAI';S FOR HEAT. POULTRY. FISH Mm FCO:) PR'JCESSE!G A;1D SALE 

Date 

1981 
(July-Dec.) 

Subtotal 

1982 
(Jan.-Ju:1e) 

Subtotal 

1982 
(July-Dec.) 

Subtotal 

198~ 
(J;:m. -June) 

Su~total 

~; TOTAL 

T01;.L5 

:'i;:'A~l' S17952 

t·:EDV.:; S 12500 

1 

4 

1 

6 

12 

Pana:-:ta 
Province 

.$ 43500* 

$ 43500 

S 80GO 

15000 

$ 23000 

$ 10000 

22000 

50000 

$ 820CQ 

6 

$148500 

Other 
Provinces 

SlCOOO 

12000 

$22000 

:$ 8000 

S 80eO 

S 7000 

15000 

15000 

$37000 

6 

S67000 

~- Loan ;j[7!l)un t i:lcor ;,J(.icatr:s addt tiona1 10a:1 :::ace a:: a 10. ter do. te 

Totals 

$ 43500 

$ 45000 

$119000 

$215500 



Table 24- G 

LOANS FOR THE TRANSPORTATION BUSINESS - PASSENGER AND CARGO 

Panama Other 
Date N Province Provinces Totals 

- . -~. -

1981 5 $ ·6360 ....... - - .,--.--
(July-Dec.) 

_ 4: --
30000 

30000 

45000 

50000 

Subtotal $161360 S 161360 

1982 3 $" 155001 $ 8500 
(Jan.-June) 25000 

SubtotaL $ 15500 $33500 $ 49000 

1982 1 $ 8500 
(July-Dec.) 

Subtotal $ 8500 $ 8500---- ---

1983 1 $10000 
, (Jan.-June) 

Subtotal- -, $10000 $ 10000 
-' 

~ -. 
N TOTAL 10 7 3 

TOTALS $185360 $43500 $228860 

MEAN $22886-

HEDIAN $22750 

1 B;'{P funded ,total loan 

o·---··r-- _ - --~. ":---"'-'''--. ---- ---
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Table 24-:I 

LOANS TO fUR:IITURE AND HOUSe: Fl;P-':jIS~I::G ~lUmFACTURERS 

Date 

1981 
(July-Dec.) 

1982 
(Jan.-June) 

Subtotal 

1982 
(July-Dec.) 

S~Jbtotal 

1983 
(Jan.-June) 

S!jbt0ta~. 

TGTALS 

N 

a 

4 

2 

3 

9 

Panar.ta 
Province 

$21000 

25000 

$46000 

$16000 

33000 

S!.90r~, 

$320C-;'c 

50000 

$82000 

6 

$127000 

eo 

Other 
Provinces 

$230001"~ 

70000-1:-

$93000 

$ 50eo 

$ 5000 

3 

$9800e 

* Loan asounr incor?orates additional 10ans ~2de at a later date 

Totals 

$139000 

$ 49000 

$ 870()O 

$275000 
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Table 24-I 

LOANS TO GENERAL STORES 

Panar.:ta Other 
Date N Province Provinces Totals ----

. 
1981 ,,5 $'25000 $ 5000 . 

"0 

(July-D~c.) 
, .- ... ~"'. 

32000 50000 ~ :;"O'.~ ...... 

60000* 

Subtota.l $117000 $55000 $'_12000 

1982 3 $ 5600 
(Jan.-June) 10000 

~ 0 

10000 

Subtotal $ 25600 $ 256OC) 

1982 0 
(july-Dec.) 

1983 0 
(Jan.-June) 

" N TOTAL 8 6 2 

TOTALS or $142600 $55000 S197600 

. ".--
11EAN . $24700 

f'lEDIM~ $17500 

* Loan emount incorporates additional loan made at a later date 



Table 24-J 

LOANS TO h'ELDEIG SHOPS. BLACKS~·iITHS. FOC~mRIES MID SHIP REPAIR 

Date 

1931 
'(july-Dec. ) 

Subtotal 

1982 
(Jan.-June) 

Subtotal 

1982 
(July-Dec.) 

Subt0tal 

1983 
(Jan.-Jl.lne) 

SubtGtal 

N TOTAL 

TOTALS 

$30571 

N 

2 

2 

1 

2 

7 

.. '-, 

Pana~ 
Province 

.$ 15000 

30000 

$ 45000 

S 32000-----

$ 32000 

$ 88000 

S 88000 

S 55(;00 

5 

$220000 

. Other 
Provinces 

$15000 

6 S15QOp. 

$35000 

S35000 

2 

$50000 

.!:- Lr ~~ ~Mn'Jn~\ in, ror~orates additional lean ~a~e at a J<'..J.~ .. "; ... 1,<""" " ...... , ,- r later dat'C! 

. Totals 

.$ 45000 

$ 8800u 

S 90000 

/ , 
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Table :24- 1: 

LOA~S TO CLEANING BUSINESSES, LAUNDRO~ATS AND AUTO ~~SHES 

Panama Other 
Date N Province Provinces Totals 

1981 3 $ 10000 $12000 
(July-Dec.) 15000 

Subtotal $ 25000 $12000 S 37000 

1982 1 $ 5700 
(Jan.-June) 

Subtotal. $ 5700 $ S70e 

1982 2 $ 5000 $50000 
(July-Dec.) 

Subtotal $ 5000 $50000 $ 55000 

1983 1 $25000 
(Jan-June) 

Subtotal $25000 (: 250')0 ... 

N TOTAL 7 ., 4 ..J 

TOTALS • $ 30000 $92700 S122700 

HEl·.?{ $17529 

NEDV.N $12000 

<..:. --
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Table 24-J .. 

LOANS TO GIFT SHOPS, FLORISTS, 

Date 

1981 
(July-Dec.) 

Subtotal 

1982 
(Jan.-June) 

1982 
(July-Dec~) 

S:;Jbtotal 

1983 
(Jan.-June) 

Subtotal 
'-

N TuTAL 

TOTALS 

HEAN $17500 

~lEDIAL'1 $15000 

Pana.'lla 
N· ... Province 

·2 .. $ 8000 

46000 

.$ 54000 

a 

4 $ 6000 

14000* 

15000 

15000 

$ 50000 

1 

7 6 

$104000 

BEAliTY SALONS 

Other 
Pr6vinc~s ",·:Totals 

(. 
8=- 'j 

• I~~ .• ~~ • 

--:"-"""""-
..::~ -~ , 

.. 

$ 54000 

• 

$ 50000 

$18500 
.:} 

$18500 _.$ 18500 

1 
;.-

$18500 $122500 ---

Loan 2mount incorporates additional loan ~ade at a later date. 

I 



Date 

1981 
(July-Dec.) 

Subtotal 

1982 
(Ja:1.-Ju~e) 

Subtotal 

Table 24-a 

LOA~;S FOR RESIDUAL CATEGORY BUSINESSES+ 

11 

20 

Panama 
Province 

$ 5000 

6000 

10000 

15000 

16000* 

20000 

27000 

30000 

35500* 

430CO-l:-

-186000*1 

$393500 

$ 5000 

7800 

8000 

10000 

11000* 

12000 

15000 

30000 

48000* 

50600* 

60000~-

70000 

$327400 

Other 
Provinces 

$ 5000 

5000 

80GO 

12000 

29500 

30000 

35000 

SOOOO 

$174500 

Totals 

. $393500 

$501900 

+ Residual Businesses: Printers, Pho=o3ra?~y (5); Clothing Manufacture. 
Tailor (5); :';anufacture Pottery, Cer-amics, Pa?er, Plastics (5); }!a!1ufactur-e 
Cleanin~ Products, Chemicals, Fireworks (4); Business Support S~rvices (4); 
Lur::ber >li11, LoZg (4); Ce;;;ent Blocl~ ~':anufacture (4); Dentists, ~'ledical 
La bora tory (4); Shoe ~;ar.ufac ture and Repair (4); Hanufacture cushL:')ns, bedchg t 
curtains (2); Plant ~ursery, Landscapi (2); Leather Tanning (1); Construc
tion (1); Accounta~t (1); Radio Broadcasting Station (1). 
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Loans for Residual Category Businesses 
(' 
I 

(Page tio:O of t\,fo) 

Date N Province Provinces Totals 

1982 10 $ 9000 
(July-Dec~) 10000 

18000 

25000 

30000 

30000 

30000 

50000 

550001. 

-l20000~' 6 

Subtotal $377000 $377000 

1983 6 $ 5000 / 

(Jan.-June) "-

10000 

12000 

25000 

300{)0 

61000 

Subtotal $143000 $143000 

N TOTAL 47 39 8 

TOTALS $1240900 S174500 $1415400 

;ClEAN 530115 

:::!EDIAN $25000 

.- LOiJn ar:lOun t incorporiJtes additional loans made at liJ t er dates. 

1 3:i? funded $86,000 of the loan Clr:10unt 

2 0"0 
,LI. , ~ funded 525,000 of tbe loan iJE:OUOC 
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4. Loan approvals over the first seven quarters are characterized by 
extreme heterogen~ity ($5.000 - $186,000), which implies either 
the absence of a restrictive policy or the presence of administrative 
problems- (Tabie--16) • - .. - . ---

5. Over ti~e, the B~~ has shown an increasing preference for existing 
busin~sses r_a_ther __ ~han __ n~w entrepreneurs as -toan recipients (Table 
18). There has always been a tendency for. the program to make fewer 
loans to new businesses outside the metropolitan area, compared with 
Panama City (Tabl~_18). ____ ', > .' ___ ' : __ • 

. -::. .. 

6. Since mid-1982,. t'bere has been a strong tendency for the majority pf 
_ loan approvals of both types (new and existing businesses) to be lo
cated L~ the metropolitan r~gion (Table 18). 

7. The proportion of indus tria.L.pJ:oj ect_s_app_rov_~_L(~3 !3;) __ is hi)!her than 
the_propo~D-proposed_(20.7~). while the proportion 'of servic~ en
terprises approved (30.2~) is lo~er than the_proportion proposed 
(43.07.) .See--Table19-:- ---

8. There is a substan tic:d concentr.:3.tion of loans in food-re1at~d enter
prises: food stores, meats, fish and poultry, bakeries and restaur
ants nu~ber 55 business ven~~res, ~~_~?:E%~~~he total. See Ta~le 
20. This trend was accentua~ed in 1983. See Table 24-A, 24-E. 

9. There is a tendency for the most frequently appearing type of businesses 
to have the smaller loans ('f_ab~.:: __ .~ 1)_. 

10. Loa~ applications promise a nuc~er of new jobs (4.4 per business) 
which approxi~~te the project target (5 per enterprise). However. 
the project paper proposed that new industries should generate ~;ice 
as many jobs as service enterprises:--ihe proposed ratio was 6:3. -
This expectation is not confirmed by the loan applications which an
ticipate 4-5 jobs per enterprise for all types of activity. See Table 21~ 

11. A substantial proportion of loan applications, (23%) have b~en filed 
_.bi_vomEm-~epreneurs. ho...-ever the-y-have-received a smaller proportion 

(19".3%-) of total loan funds corr::nitted. This is because enterprises 
operated by women entrepreneurste-d to be concentrated in food-related 
activities which have ..belo\oo~average size loan applications. See Table 
23. -"-- -. .~.-

Th~ loan application data contain some danger signals thaE--~~d~~ate the 
~ 

existence of what may prove to be serious difficulties in the operation .of the 

prograw. f._":'long these sig71als are (a) lagging di .. sDu:-sements;_ (b) increasing 

preference for existing businesses; (c) the recent shift toward- the-oetropol

itan_region; Cd) accelerated preference fer_conservative_investments (food-

related enterpr~ses); (e) lagging invest~ent in manu:acturing operatio~s. 



- 101 -

Approved Apolicants versus Loan Accounts 

It Has noted at the beginning of the chapter that 192 loan applications 

were approved by the Credit COmQittee pri?r to June 30, 1983. But this universe 

of applicants does not equate with persons who have received loans and are now 

operating supervised credit enterprises. The situation is complicated by the 

separation of the disbursement procedure from the approval itself. Following 

approval. the loan folder must go to the legal depa~tment for contrac~ prepar

ation. This involves the verification of documents and entry of collateral 

,-

items in the pu~lic record. The loan is activated by disbursement at'a later dat~. 

The data presented in Table 14 confir::l t~~.1:h~~, i5.a lengthie-: process 

than the Bank is willing to adoit. Part or the delay is built into ~he_prQcess 

of certifying a client's eligibility. A subst~~tial proportion of the face 

value .. of th'=.,!oan must be secu~_~<!.~~_t.t __ c_o}:±'~t~ral_ (garantias) • Where a client 

possesses_neither-sU£ficien~e~~ro~erty~o~ ,co~signers (feadc~s), he may 

still qualify for the loan by agreeing, to purchase capi_ta:l;. goods with a por

tion of the funds and pledge them as garantias. 

However, while the purchase of the collateral items is being negotiated 

with part of the money, the balance is retained by the Bank. It remains undis

bursed until collateral requirements are satisfied. Neith~r the clie~t nor the 

Bank consider such an account to have been disbursed. It is L~ a state of sus

pension and entered on the books as Itmmlt ("No 'b..a deser::bolsado") -

The problems do not- cease at that point. In the event that collateral 

is not secured, or other difficulties intervene between the approval and th~ 

anticipated future date of disburse~ent. the client may simply withdra~ and 

decline the loan. ~~ applicant who follows this course is designated as a 
r 

"desistio". r";ithd-:::,a',.;als frequently are triggered by the loss of a business 

opportunity resulting 'from delayed disbursement. 

But there are further complications. Clients ~ho receive disbursements 

do not ah;ays prosper despite the completion of a business analysis confir.:ring 

that their anticipated rate of retu~ will exceee their obligations after a 

specified period of cic::e ("the break even point"). E~trepreneurs who fall 

seriously in arrears have their accounts suspended or te~inated. In some 

cases repossessions are completed. Such clients are desig:lated as n~us?endido"> 

Despite the degree of vitality and probable life expectancy of these 

clie:1ts, they are all (192 of t);;,e:n) valid loan approvals fron B~pts standpoint. 

( 



- 102 -

The funds obligated for this unive:::-se of custome:::-s ($4.617,213) is reported 

to USAID as a financial co~~t~ent. A more accurate picture of the present 

situation can be obtained fro~ Table 25, whic applies the classification just 

desc-:-:'_bed. 

To pursue the issue of approvals versus disbursements. the section of 

t:;;: table pertainb.g to 1983 is particularly interestingeOf the 35 loan 

a:J~):::"icationg approved ~n 1983, anlI-~ hc:d been activated by August:. - Note 

especially that only 4 of the 14 loans approved during the fi-:-st quarter of 

1983 were activated by Augu3t! Only 3 of the total of 33 undisbursed loan 

accounts reoained froe 1982 however. In other words, if the client doesn't 

-withd=a'.1, disbursement:s are :nade eventually. Since there were no tldesistios" 

thus far reported for 1983, the applicants had not lost:: hope by the tioe OUI 

field work '-:as concluded. The delays in the disbu-:-se:::ent process ~ lengthy! 

TIv.::re is substant~al evidence L1 Table 25 that ente.q.>rises require a 

substantial a:nount. of lag time.. be£ore gettinginto,~serious trouble. -All 8 of 

the withdrawals date back_to __ the third quarter of ,1.9,32. an.d 7 were earlie=. 

All 16 of the te~i~ated clients represent accounts from the second quar-

ter of 1982 or earlier. 

The explanatio::1 for this lag will be found in manage~an~ procecures 

which encourage B:~? personnel to work • ... ith troubled aCCOUl1,ts and attecpt to de

vise a solution. ~nile this is a h~~nitarian policy, and in keeping with the 

program's philosophy, it has some ominous iwplications. As will be seen in the 

next chapter> it i~dicates that an as ye~.unestioated number of accounts listed 
" 

as ac tive since the t'hi=d quarter of 1982 are actually eX?eriencir.g severe 

difficulties.- They have not yet been trarrs:erred to t:he "terminated" colurr:n! 

fio~ serious a p~oblem are te~inations and withdra~als? Of the 192 loan 

applications approved thus far, 33 have not yet been ciisbl.:rsec, 5 are repaid, 

8 have T-:ithdraT.m.Of the remaining 146 clients "at risk" for ternination, 16 

have been shut do~,---ap?roxiwately 1 in 9. If we consider beth ter-~tions 

and with~:::-awals as unsuccessful accounts, the failure rate becomes 24 out of 

154---a?prozi~ately 1 in 6. 

For a supe::-'lised credit program based on less experie:1ced ent:-epre:1eurs, 

this '.:o'-.:ld appear: to be a praise-.. wrthy ] e-Jel of perfor7:1ar:ce. The e'Jaluation 

tea~ has 00 s:ancard of c~~pariso~ at hand, bee Dor~ality a~ong ne~ s~ll bus-

i~ess e~ter?~ises is reouted to be quite high in Dost count:-ies. Further 
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Table 25 

APPROVED LO~~S BY PRESENT STATeS 

Ouarter 1 
.Approved Undisbursed Hithdra ..... -n Ter:ninated Active , 

1931 
4th 

1982 
1st 

2nd 

3rd 

4th 

--~ 

1983 
1st 

2nd 

TOTALS 

43 o 1 4 

36 1 2 6 

41 2 4 5 

22 0 1 0 

15 1 0 0 

• 

14 9 0 1 

21 20 0 0 

192 33 8 16 

1. Excludes loans no. 1 (never c1ai~ed) and 4 bei~g resubmitted to the 
Credit Committee at the date of w"'Titing (Nos. 182. 186. 188 and 192. 
designated as "rechazados li

). 

38 

27 

30 

21 

'14 

4 

'1 

135 

2. Includes five loans r.Jhich are fully repaid (designated as "cancelados lt
). 

/ 
( 

2. 

( 
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given to new enter?rises. Of chese, 17 are no~_~nated orwi:hdrawn for 

a failure rate 0 f 26 -: 6% (1. in 4 rather chan 1 in 6). Of the remai."1ing 56 approv-

als given to existing. businesses, only ? are now te~aced or ~ithdrawn~ for 

a fa.ilure rat.e of just &~_~:=.-(l in 12 rather t.han 1 in 6) •. 

These statistics clarifJ the preference sho·..m, in recent: months for ex:l.st

ing businesses as client.s. As mentioned in the preceding chapter. the practise 

in recent nentns has been to refuse to adva.nce applicants: wishing to start new 

businesses to the point of preparing a project study. This partly explains the 
• 

• 70 probabili!:7 of not: r,eaching step (5 in lable 12. The'majority of inquiries 

about loans are originated by ?ersons interested in new ventures. 

If we focus on failures by type of business activity during the first 

three quarters of program operation, results are equally revealing: 

Approved Loans Durin~ First Three Quarters 

Industrial Commercial Services 

Approvals 38 45 37 

~"';i trld=a"..:als '0. 

and Ter::r.,ina tions 5 11 6 
, 

Percent Failure. 13.2 24.4 16.2 

Clearly. co~ercial enterprises exper~ence a greater risk of failur~ than 

incus trial or ser'.ric€:--firtlS. 

It r~s already been established above that existing businesses are less 

apt to fail than neT..," O::"IE:S. Does a heavy concent.ration of ne .. busi:lesses within 

t~e cc~~ercial category explain its higher failure rate? The ans~er is presented 

i~ the i~set belo~: 
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1981 
4th 

1982 
1st 

2nd 

3rd 

4th 

1983 
1st 

2nd 

TOTALS 
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Table 26 ( 
" 

INACTIVE LOAJ.\iS BY TYPE OF ACTIVITY: NCJi AL'ID EXISTING 

Industrial 

IN-T 
1N-W: 

lE-T 
!N-T 
IN-W 

lE-T 

6 

N- == Ne':.1 business 

E = Existing business 

T = Terminated 

W = Withdra'..;n 

Co:=erc.ial 

3N-T 
. L't-W' 

lE-T 
3~'l-T 

Di-W 

2~-W 

lE-\-l 

12 

Services 

lE-T 

IN-T 

IN-T 
IN-W 
2E-T 

6 

( 
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Aporoved Loans During First Three Quarters 

Indust::::ial COm:;;",ercial Ser<.rices 

l_pprovals 38 4S 37 

Existing Fi~s 22 17 17 

Ne~J Businesses 16 28 20 

Percent New 42.1 6k.2 54.1 

Co~paring these results with those of the previous demonstration. we can con-

fir:n that the greater the. oroportionof new enterorises- ~ithln a business t';roe. 

hi~he= yill be the failure ~ate. 

These results are indicative. but not conclusive. we cannot say for cer

tain whether the very high failure rate among co~,ercial firms is because tney 

have the greatest proportion of new o~er-operators, 0:::: because co~rce is in

herently more risky than industry or service activities. The Bank is taking no 

chances. The eva~~at:.io~~~a~ was told by B~iP officials that no mo::::e grocery 

stores are to be financed by the prograo. However, exposure to high risk of fail

ure cay have been increased by the large number of loans to food-selling firos 

during the first half of 1983 (see Table 24-A, 24-F). 

rne location dimension of business activity, reviewed in Table 27~ has 

also r::ade a contribution to business failu::::e. Colon emerges as the "high rl.::;;~" 

location fa:::: loan-supported enterprises. Of the 14 a?proved and disburse::!. lea1.s, 

8 have been withd::::a·..;n or terninated! Fully one-third of all withdrawals and 

ter~nations which have occurred within the program are located in Co10~! 

Previous conclusions ~ght lead to the inference that a heavy concentra:ion of 

groceries or other co~~ercial activities in Colon accounts for the high rate of 

failu::::e. However. ~nly 2 of the 8 failures can be classified as co~,ercial: 

a groce~J sto::::e and a,~eat ~2rke:. 

Colon e~erges as the g::::aveyarc of enterprise---or. at least. of those which 

have been financed .. i:h c::::edi: from KiP. while c.o;:::r,erce is not: strong:'y rep::esented 

a~ong the~. half the failed industries and half. the failed se~Jices identified in 

Table 26 ~or the entire program are located in Colon. If Bank officials have ~o~e 

to recognize this proble~) we could predict that they ~ould have avoided this co~un-

. . ~ t ··s~ '-b t~on of 'oan anp~o'Ja'r 'I",'e turned to r'ne h~story of :Lty J.n tue recen OJ. ~rl u ~. - L l' ~ ... ;;). - - - ~ ...... 

loan approvals and ~iscovered that all a~ards to Colon recipients ~ere nu=~ered 

bet~een 069 a~G CI05. The most recent a??roval ~as gra~tecl du=i~g t~e se~ond 

q~arter of 1932 (see. 'I'a~le. occurring ~a~e :~2n a year ago. 
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Table 27 

APPROVED LO~~S BY PRESENT STATwS ~ID LOCATION ( 
I 

\ 

Location Approved Undisbursed Uithd;:aT,m Terminated Active 1 

}!etropolitan 
Area 101 17 0 10 74 

Golfo de 
Panama 1 0 0 a 1 

Panama 
Este 4 1 0 0 3 

Panama 
Oeste 20 1 1 1 17 

Area 
Central 28 7 0 1 20 

Area • 
Occidental 20 5 3 0 12 

San BIas 3 1 0 0 2 

Colon 15 1 4 4 6-

TOT.ALS 192 33 8 16 135 

l. The ~etropolitan Area active loans include five which are fully 
repaid ("cancelaaos"). Strictly speaking. these are no 16nger 
active 

.. 
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It ~as established in Table ZS that the firs= two quarters of 1982 ~e:e 

the interval of greatest business failure in the historj of the prograc. All 

loans made to applicants from Colon were dated during ~hese two quarters' Si~ce 

then, either by accident or intent. the B:~P has made no further awards to this 

troubled community. Since Colon lags far behind Pana~~ City in development and 

job opport~~ities~ failure to include it in toe program would appear to be con

trary to stated employment generation objectives. 

Row does a certain proportion of the client population reach the po~t of 'fI 
termination and what: is the current: stat:us of the program in t:er.:lS of..r:lsk of. (-

te~~c~on ~ the futur~? The answer appea:s to be found in the problem of 

rr:orosid.ad-ur.:pa.i.d- amol:tization..oI;- installments on the loan. A monthly 'report 

on delinquent accounts is prepared and issued by the Depart~ent of Ar~lysis and 

Evaluation; these reports for 1983 are the source ot obser~ations for the remainder 

of this section. 

The delinquency reports issued by BN? are a bit: difficult to interpret 

cuoulativeiy because th~y are classified by duration of indebtedne3s: 30 days, to 

60 days, to 120 cays, to 150 days1 more than 6 months, more than one year. Tne 

aoount of indebted~ess a£E~ulated in.aDx-~~o~th~i~~~~~~~~~~tba-sum - .-
, 
\ 

.i::lwever) so::ne 30-60 
._--" 

\ 
delinquencs \ 

from previous I:1onths have paid up and cropped from the lis~. At the other.e;<treme~ 

so::-:e accounts delinquent 150 days or more have been ter::linatec and also dropped.) 

fron the lis~~ 

For the purpose of this analysis. Table 28 has been_p~_?red with daca on "-- ~ -
accQunts .. hich,have lapsed into delinquency for 5 months (150 da,ys) or !:lOre' during 

.. 

the months, bet".;een January and July. 1983. It is, ~le~~a 3',;;;;;;oCQ,' "h.at __ t~~ / 

nu~ber of long-t~~ delinquen~ accounts has been increasi~6 Jespite the ~~t

~ng practise o~ dropping te~inated accounts from' en: list from month to mont~ 
(see notes 1-2, Table 28). Also. the cash value of ~i~e~~.::::th delinqu.:,?cy has 

increased by wore tha..'"l 50% since the beginnir.g....o£t:l1e year. 
The current st~~isk in the SUp2~I~sed_credic-progra~ may be inferred ~ 

frao the results obtained-i~ble 29. As noted in the data supplied in the table, 

which revie-;,;s the most rece:lt month 1 s report (July. 1983), 40 of th-e 135 active 

:r.e::1 t s for u? to accu~~lated debts for.five 

the 25 clients in the latter category (alno 

total) are at risk for ter~ination. 
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Table 28 

STATUS OF ACCOL~ITS DELINQUENT 150 DAYS O?" :!OaE DL"RINC 1983 
/ 
I 

Nu~ber of Acco~~ts Amount. Owed by Accounts 
Month Delinauent 150 Davs ~ Delinouent ISO . 
January 22 $ 62~1.58 

March 27 63»023 
i 

April 31 .91,.769 

June 1 30 102~182 

July 32 ·100,343 

1. The June listing of 30 accouncs delinquent more than 150 days 
includes 8 clients ~hose projects had already been terminated. 
The July delinquency report dropped 2 of these 8 clients from 
the list. • 

Days + 

2. The July listing of 32 accounts delinquent ~ore than 150 days 
includes 7 clients ~hose projects have been terminated, 1 of 
~hich is listed for the first ti~e. In the July listing of 
accounts delinquent more than 150 days) four cl~ents appear for 
the first time. 
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Table 29 

t-llJ}!BER AND LOCATION OF DELINQUENT ACCOUNTS: JULY, 1983 

1. 

Active 1 
Accounts 

2. 

Active 2 
Mo;;:.:;sos 

3. 

Morosos 3 
Terminated 

4. 

Morosos Delinquent, 
More than 150 Davs ~ . 

Metropolitan' ,'.' .. --
Area .- .. - 74 23 3 12 . . :.. , 

........ --
.••••• -:-. .. •.•• ..,... __ "'1t' •• 

GeJJ.fo de 
Pa:c.ama 1 

.... - 1 1 

"Panama Este 3 1 o ',1 

Panama Oeste 17 2 ! 1 

Are;?, 
Central 

Area 
Occidental' 

San BIas 

Colon 

TOTl-~S 

20 7 1 5 

. , 

12 4 '3 

2 0 a o 

6 2 1 2 

'135 40 7 25 

10 Active accounts remain iolhen the wi..tr...iraiolals and_termination3 
'- are subtracted from the 192 approval.,. (see Table 25).-

2~ ~hese are all delinquent acci~~ts repo~ted by B~~'for the 

3. 

4. 

' ... month of July, 1983, including those who are only 3'J days 
behind, in their payoencs and also those in arrears for 
more than one year. The list of Morosidad for July also 
inc'ludes t;h~_seven terminated accounts in column #3. Cols. 

"2 + 3 yield a total oL41-li.sted clients for the month. For 
. differences noted betioleen July and the previou~ month, see 
notes 1-2, Table 23. 

These terminated loans 
report of Morosidad. 
been dropped from the 
list of 16 terminated 

are only those appearing on ~he July 
Nine earlier terminated accounts have 

current list ~f debtors (see the full 
clients in Table 25). 

Entries of long-tern delinquents in this colu~ 
of those in col. i12. By subtracting col'. - 4 
the number of short-term delinquents (less than 
be obtained for each location. For July. there 

are a subset 
from col. 2. 

150 days) may 
were only. 15. 
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Another perspective on the progra:n's indebtedness level ca.n be obtained 

from data reproduced by B~IP accountancs in Table 30. The table sumoarizes the ( 

status of collections for the first six months of 1983. The significance of 

the colu~s~ by number. is described below: 

1. The column I:itled...-'~Morosidad Saldo Anterior" gives the balance 
owed at the beginning of each month. 

2~ The column titled "Cobros del Mes" gives the amOi.lnc due if all 
clients.mak~_their scheduled payment for the ~onth • 

3. The colulIln titled "Recuperacion Proyectadalt gives the amount 'Which 
,.mulct be needed to satisfy th~total_ out;standing indebtedness (eols. 
1 + 2) in a particular month. 

4. The column titled "Recuperacion Realizadall gives the amount aetu
al.J..:r---co1.1ec.ted in that mont.h. 

5. The colu!!L."'"l titled "Morosidad a la Feeha" gives the new balance .:'-.:~_ 
owed at the end of the month (col. 1 + col. 6). 

6. The column titled "l1.orosidad del Mes" identifies the shortfall in 
collection (or. the excess recovery) for a particular month (col. 2 
minus col. 4). 

Ar .. effective measure or progra::l perfornance in r~r;L~ding obliga-

tions can be obtained by su~~ing cols. 2 and 4 for the six month period» and' 

subtracting the sum of 4 from'2, as has been done below: 

Collections projec~e~ 
for Januarj-June, 1933 

Collections achieved 
fur Janua:::-j-June, 1983 

., 
Unrecovered balance 

= 

= 

$232,336.09 
/ 

183.702..39 

$ L..3.6J3.70 (18.8% unrecovered) 

T,..'hile the proj ec t is recoverin; fQu~t;P..s.-of-its- account3 due and payable 

ove.r the._si:Ci:lonth period, the ?erfor.::ance of the. po·:tfolio is ',dldly erratic. 

oscillating "fro=:.-' a defici:.: of .$20 .253 .. in. one r::lontn. (April) to a slight sUI?lus 
---------~ ----- ---

of ,$2,660 in anot":1.er .. (Jc.:r'.:.e). It is note·...Iorthy ~hat t'tle proportion of collections 

acc8::lplis'tled by EX? is almost identical ';lith bat achiev'ed by the l~~nistry of 

Trade and Industry's s~all business loan pro6ra~) also supported by USAID/?anama. 

Thi5 section has cCJr1.sidere.d the discre;:;anc.::r -..;":1.ic:h exists be.t',;ee" the K~' s 

l:'::;t or 192 app::-o'!als and :,:;';e soaller :!u:7:':;e-::- _(135) of active loans representing 

:'usi:1e.s::es T •• .t'G::cn are act:J.ally in operation. It. 11as exa~ined bottt the nU8ber ant:! 

5i~~ificance of ter~ina~ed loa~s) aad the process of deli~quency through ~hich 



Enero 
I 

·I--. .l:' e brero 
}!arzo 
IAbr'....J. 
i}!ayo 

IJ~o, 

11~~ 
i 
Enero 
Ic:'ebrero 
~!arZ'o 

~bril 
\!ayo 
Ju..'"lio 

.Ano 

1.
983 

I;nero 
i~ebrero 

!arzc 
I·bril 
1'0,"-0 
,: . 1 ~ , " ." 

}lorcsidad 
Saldo 

Anterior 

(1) I 6· 
79,994.0 
81,6)5·01" 
8J!3)6.:'1 
92,290.2? 

112,54.J.09 
i26,287.J4 

Int~re.ses 

Por Cobrar 
Saldo Ant. 

2.5,552 .65 
29,599.72 
35,933·83 
37,349·26 ' 
45,470.82 
47,924.1i 
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Table 30 

GERE.~C::t..;, EJECt;l'IVA DE DSSAR..'10LLO LOC-u.. 
Pf<)GR..;,!-::.t DE PL.l_'.'IF'ICAc!O::\ Y 

GE:-'''ER..\ CIO:': OC E>!PLEO 
AXALISIS SQBRE 

PR01.::..CCIOXES Y REct.7ER.\CIO~.c.S DEL 
CA.PITAL, L'\TI:RESES Y ASISTEXCv.. TEO!ICA 
DEI .. 12 DE E~:Ero AL )0 DE Jt':\"IO DE 1983 

Cobros 
del 
Hes 
(2) 

32,004·57 
22,078.27 
)2,02.5.81 
45,487.J') 
53,462.97 
47,277. 17 

(E.'i EALEOAS) . . . 

B",c"'-"'Peracion 
Proyectaca 

(3) 
1'1,998.6) 
10),71).28 
115,)62.22 
1 J"l , 777 ·52 
166,006.06 
17J ,56-4.51 

RE?~-lperaci6n 
Realizada. 

(4) 
JO,)6j.62 
20,)76.87 
23,072.00 
25,234.43 
39 t 7i8 . .72. 
49,936.75 

RELA..CION DE I.:';TE.~.ES 

...• ,., 

:'-for05 idad -
A l.a 
Pecha 

(5) 

81 1 635.01 '. 
83,336.41 
92,290.22 

112,54).09 
126,287.J4 
123,627.76 

calcul.o Recuperacion Recuperaciqn Intereses 
del Proyec1:ada Realizada P~r Cob::-ar 
}!es S~do a la 

Pecha 
16,530.00 · 42,08Z.65 12,482.93 29,599.72 
18,319.04 47,918.76 11,984.93 .35,933.83 
17,502.40 53,436.23 16~086.97 37.,349.26 
20,213.97 57,563·2J 12,092.41 45,470.82 
20,237.03 63,707.85 17,783.74 Lt 7,924.11 

'22,,768.34 70,692.63 25,861.59 44,831 .06 

REI..A.CIO;:-;- DE ASISTE'(-;CIA 

Asist. Tee. Galculo Recuperacion Re~uperacion Asis~.·Tec. 
Por Cobrar del Proyectada Realizada Por Cobrar 
Saldo Ant~ !'[es Saldo a la 

Fecha 
8,418.00. 4,753.42 lJ~171.42 3t912.64 9,258.78 
a ·78 5,J07.82 14,565.60 2,870.92 11 ,695.68, ./ , 

11,695. 68 5,084.25 16,779.93 4,273.04 12,501.89 
12 1 50 1 .89 5,900.8J 18, !.~02: 72 3,J60.47 15,0!.2 .25 
15,0:"::. 6,065.05 21 , 107.)0 _4,283.18 '.16,824.12 
i!),S::';'.12 6,;1:2.21 ?J .,) ... J'" '- ,...J ;,) • ...J 7 t iO, .0-4 16,229.:9 

.. 8estAvaiiabie Copy . 

-. . -';;' ,,~ 

Norosidad 
de~ 

!-res 
(6) 

, ,61.;0.95 
1,701.40 
8,953.81 

20,252 .87 
13,7:44.25 

( 2~659.58) 

Norosicad 
del 

'Nes 

4)047.07 
6 1 334.11, 
1,415.4)- ' 
8., 121.56 
2,45.:3_29 

(3,093.0.5) 

!-foro s icad 
del 
Nes 

840.78 
2,4J6.90 

806.21 
2,5~O.J6 
1, '/81 .S7 

f 

\. -0' ...::/1) .).,,4 -'-'J 
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they occurred. The primary reasons for the disc~epancy bet~een the t~o figures 

nay be summarized below: 

1. The substantial_qelaybe~~een ap?roval and disbursement. amounting 
to three-to-six ~onths during 1933 (Table 25)~ recuces the number 
of approvals by 177.. 

2. i The withdrar~als __ a,D-g,_ ter.ninations. '..;-bicn have not been re:n.oved from 
J the loan-portfolio reported_ to USAID as "active", reduce the n~ber 

of app-rova.ls..-b..Y-a.t:Laddit:lonal_J2~5~. 

It was suggested in the discussion that ~e problem of awaiting the pur

£~s~of collateral with a portion of the loan before releasing the balance 
-----------~--------

accot: ... t: '~fQr ""'ld:eh of the rjpol.a.y is '0 a~ T..'lis will be resolved in tirr!e. 

A more intractabl~ problem is encountered when documents sub~tted L~ support 
\ 

I'of the loan prove to be incomplete, inaccurate _or falsj.Ji.~d ___ wh~n .§:Z4.minedby 
I . 

. 
1 the Legal_~epar_t7:le9~·_ AppliCa!l.~ ~,~is ~~tu.:tiO~ r::ost. often T..lithdraw the;lt' 

( requests and become "desistios"; ho·~ever. their applications appear to have 

~en seldom if e'Jer removpd freo the active· rile. 
• 

It was further sug.g~st~d in the 'discussi,?:l that:, .th~·~problem of ter!:lina-

ticns in the past has r~sulted from a combination of the following factors: 

(a) too nany loans to new businesses; (b) too ~~y loans to co~ercial enter-

prises, especially food stores; (c) too nany loa~s to proprietors in Colon. 

luI three of the pre~ecing _sleveloped inca high risk categories of ac,count. 

It is evident that the Bank is seeking to avoid these classes 0: applicant 

at present. 

T.'1e Bank' 3 >..Jorking file of enter?rises utilizing either partially disburse:: 

or :ully cis~ursed loan funds ~i~hin the fra~e~ork of a super~i3ed credit pro-
t 

gra~ consists of 135 cases. A~l except 20 of these were approved prior ~o 

October, 1932; only 5 'were approved bet~een JanuarJ and July. 1983. wnile the 

e"Jaluation team. is cO::1sideri~g 2L r::onths of proSTa.::l operations. 35% of these 

acti'le cases are dra'-'fl. rro771 the first 12 :-::ont:hs of loan a??ro'.rals (Tabla 25). 

E-Je::1 th:"s re':!uced nu:::oe:c of c1ie::1t.s is di::i.:1ished. by the inror:'cation that: 

t~e majority have no~ received the full disburse=~nt of their loa!l.s. Data pre

sented in Table J: con:irm that partia~ disburs~=2nts (108) outnu~ber fully dis-

(27) by . --a ~arg~::1 ot tour 

i:l the 

( 



Table 31 

DISBu~SEMENT STATUS OF ACTIVE LO~~ ACCOu~TS 

Type of Activity Partially Disbursed Fully Disbursed Total 

Industry 38 9 47 

Commerce 38 11 49· 

Services 32 7 39 

TOTALS 108 27 135 

Regardless of disbursemen~ status, which relates to performance expectations~ 

the 135 loan accounts identified in Table 32 below have been activated by BN? 

and are ""onsl." .lered to b·> lie"'" one..-_ac";on". Th d d' 1 b d ~ ~ _.. ~. e mea~ an me J.an va_ues may e compare 
• with those for the entire portfolio of loan approvals~ ·us~ng data from Tables 15 

and 16: 

Com~arison of All Approvals with Active Loans . 
All Approvals (192) Active Loans (136) 

.. e 

Mean Value $24,048 $22.679 

Hedian Value l8,lS}, 17,308 

Proportion 
56.30% 60.3% Below $20,000 

The:::-e. appear to be no substantial di~ferences bet,:-!een the two sets of loans with 
., 

the exception of a slight adjustnent do~~ward in neasures of central tendency. 

Utilizing more detailed data on the active loans by type of industry. we 

can examine differences in loan accounts along several dimensions: location and 

new versus existing enterprises. These comparisons have been presented.in Table 

33 below. The discussion will read the table fr0m bottom to top in order to move 

from the most g~neral level to more particular kinds of obse~~ations. 

From Panel III of Table 33. then, it should be noted first that there are 

no me~ningful differences between loans for new dnd ~xisting businesses as such. 

New enterprises ha'Je a mean of $23,241) ~hili exis-tirig-firITls--have-~~e~n of 

$22,116. Neith~r differs significantly from the population ~ean of $22,679. 
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Table 32 

ACTIVE LOP-lIS: FREQUE~:CY DISTRI3UTrO~l 

0000 - 4999 

5000 - 9999 

10000 - ll.999 

15000 - 19999 

20000 .- 24999 

25000 - 29999 

30000 - 34999 

35000 39999 

40000 - 44999 

450(1) 49999 

50000 - 54999 

55000 - 59999 

60000 - 64999 

65000 - 69999 

-70000 - 74999 

75000 70 -

* Ef136,GOO 
131,000 
120,000 

Median Loan Value: $~7,308 

:-!ean Lean 'laLle: 22,679 

( 

N Percent: 

a 0.0 

28 20.6 

28 20.6 

26 19.1 

10 . 1.4 

8 5.9 

15 11.0 

1 .7 

2 1.5 

3 2.2 I 

(, 

8 5.9 

1 .7 

1 .7 J. 

0 0.0 

2 1.5 

') 2.2 ..J 

·136 lOG.O 
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Table 33 

}ffift~S BY LOCATION ru~D TYPE OF ACTIVITY: ACTIVE LO~~S 

Area TYDe of Loan N " ~leai1 ','alue 

Hetropolitan A. Industrial Loans 25 S 32,132 

l. New Busin2sses 14 33,630 
2. Existins Businesses 11 30,163 

B. Commercial Loans 29 $ 27,084 

l. New Businesses 18 23,102 
2. Existing Businesses 11 33,600 

c. Service Loans 27 S 21.185 

1. Ne\" Businesses 14 25,286 
2. Existing Businesses 13 16.7~9 

All New Business Loans $ 26,985 
All Existing Business Loans S 26,269 

All Loans $ 26,676 

.- ----- ---.-
Non-Metropolitan A. Industrial Loans 17 $ 18,147 

l. Ne\4 Businesses 4 15.250 
2. Existing Businesses 13 19,O~~ 

B. Commercial Loans 19 $ 17.157 

l. NevI Businesses 7 17.jS7 
2~ Existing Businesses 12 17,041 

C. Service Loans 19 S 15,214 

1. New Businesses 11 14,232 
2. Existing Businesses 8 16,563 " 

All Ne·w Business Loans 22 S 15,412 
All Existing Business Loans 33 $ 17,712 , 
All Loans 55 $ 16,792 

"' 
All Areas A. Industrial Loans 42 $ 26,471 

l. New Businesses 18 29,583 
2. Existing Businesses 24 24,138 

B. Comrnercial Loans 48 $ 23,155 

1- Ne',.; Businesses 25 21,494 
2. Existing Busiensses 23 24.961 

C. Service Loans 46 S-18,719 

l. fieH Businesses 25 20,422 
2. Existing Businesses 21 16,690 

All 'r 1'< F:',.l Business Loans 68 $ 23,241 
r.ll Existing Business Loans 68 $ 22.116 

/\11 Loans "136 $ 22,679 

_._----
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Also from Panel III, thf! differential in mean values by type of business activity 

can be assessed? and co~pared ~ith the provisions in the project design; 

Hean Values b'" Tyoe of Business Activi;.st:. 

N Active Loans Project Paper 

Industrial Loans 42 $26.471 $60,000 

C01!lI:lercial Loans 48 $23,155 30,000 

Se1:"7ice Loans 46 ia)7l.~ 18,000 

Al" ' ... Loans 136 $22,679 $30,960 

The ordinal relationship bee-.;een loans for different types of business activities 

observes the in tended relationship: com,::1ercial 10a::1s are larger than service 

loans and industrial loans are the largest of all. However. the deg=ee of differ-

entiation bet'H'een mean .,alues 'J! loans by cate3?ry is ouch less than ',ias predict:

ed in the proj ec t pa?er. U:'lile se;:-"ice loans are al:noston target> incus trial 

loans ar~ less t~a::1 one-half the anticipated size~ 

( , 

Data in Panel III in'rite a final internal co:::parison. In t',70 types of activ-

ity which ha'le bee:1 relati'/ely successful---industrial and service firns---the 

m~an 'Jalue of loans to ne',1 businesses is subs tantially greater than the loans ad-

'lanced to exis:ing enter?rises. In t~e case or cou.nercial loans, which have ge:1-

erated a larger nU::1oe::- 0 E proolec.!s» ne~ busieesses have recei'fed su':Jstantially 

less t~an olcer fi=~s. 

T~e ~ost cra~tic co~tra5t i~ Table 33 can be obtaine~ frcD a com?a~ison 

of ?a~el II and Panel ! ~a:a on =etropolitan ~ersus non-metropolitan loan values, 

as desonstrated pelo~: 

11'?tro1Jolitar. 'IPrsUS ~;o"'-:'~etro?olita71 Loan Values 

Hetropolitan. 
~'~ea71 Values 

$32,132 

27,084 

21,135 

Non-~~e t.ro?oli tan 
:1ean VaL:.es 

$13,11 .. 7 

17,157 

15,214 

::'6,792 
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The internal differences within Panel I and Panel II are becween ne"" and 

exis~ing businesses. In general. differences wiehin the metropolican area are 

greate.i: thau ':hose f("'~:md outside Panama City, hut there are no clear signals in-

dicating that either ney or existing businesses are consistently favored. It may 

be that, in this detailed breakdown, cell sizes are too scalI to permit unifo~-i

ties to emerge. 

Which businesses are found on the active list: and how do they differ from 

those which appeared on the inventory of loan approvals (see Table 20)1 In 

Table 34, opposite, data from several sources have been combined to obtain an 

overvi.eT,J of (a) types of businesses which remain i::l. good standing, and· (1)) types 

which remain undisbursed or have been withdravn or terminated. 

When active loans are compared with approvals, the greatest nu~ber cif drop-- _ . 
.. 

outs appear in the most frequenc category: In vieloJ' 

of the substantial failure rate. for this category it is not encouraging to note 

that 7 groceries. and 4 food processing operations remain undisbursed at present. 
. 4_ .. 

The other major discrepancy is found in the vehicle-Eepair and fu~iture manufac-

ture categories where significant numbers of loans.remain undisbursed. 

It ~as reported in connection with Table 29 (delinquent accounts for July, 

1983) that there were 25 more enterprises on the active list which were more 

than 5 months in arrears in making payments on their loans. This is certainly 

a factor in predicting the prospects for a successful outcome of the loans ~ow 

included in the active file. This group of 25 has been listed by type of enter

prise in Table 35 opposite. 

Of th~ l~ans which appear to be in the high risk category (Table 35), 

11 are located ~n the metropolitan area (Panama City) and 14 appear outside. 

The ~ean value or all. 25 loan accounts is $20,600 per loan---slightly belaY 

the mt:!an for all active accounts: $22.679. The dist.ribution of these loans -in 

terns of quarter of approval is also significant: 

Approval Date for 25 High Risk Active Loans 

Ouarter Approved Active Withdrawn Terminated High Risk 

4-1981 43 38 1 4 11 

1-1982 36 27 2 6 9 

2-1982 '4 1 30 4 5 3 

3-1932 22 21 1 0 2 

TOTA.LS 142 116 8 15 25 
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Table. 34 

ACTIVE AND INACTIVE LOA.:.JS BY TYPE OF BUSINESS ( 

"II Active Not 
T f u' 1 YJ?e. 0 ... uSl.ness 

All Ap?roved 
Loans Loans Disbursed iHthdraT..rn Teroinated 

Groceries 

Specialty Goods Retail 

Restaurants 

Bakeries 

Vehicle Repair 

Food Processing 

T;:ansportation 

Furniture Mfg. 

General Stores 

Welding. Foundry 

Cleaning Ser~ices 

Gif:: Shops 

Printing/Photo 

Clothing I1fg. 

Pottery. Paper Mfg 

Chemical !1r g. 

Business Support 

LuciJer/Logging 

Ce~ent Block ~~g. 

Dentist/Laboratory 

Shoe !.l£g. /?,epair 

Bedding ~1£g. 

Nursery/Landscape 

Tanner'"j 

Construc::i:::m 

Accountant 

Radio Station 

30 

16 

13 

13 

13 

12 

10 

9 

8 

7 

7 

7 

5 

5 

5 

4 

4 

4 

4 

4 

4 

2 

2 

1 

1 

1 

1 

192 

16 

13 

10 

10 

7 

6 

7 

6 

7 

6 

5 

6 

4 

3 

2 

4 

3 

4 

3 

4 

4 

1 

1 

1 

1 

o 
1 

135 

7. 
o 
2 

1 

6 

4 

1 

3 

o 
1 

1 

1 

1 

o 
2 

o 
1 

o 
1 

o 
o 
o 
1 

o 
o 
o 
o 

33 

3 

o 
o 
o 
o 
1 

o 
o 
1 

o 
o 
o 
o 
1 

o 
o 
o 
o 
a 
o 
o 
1 

o 
o 
o 
1 

o 

8 

1. The ticles e~ploje~ for the ide~:i~ication of chese ~US1~eS5 types 
ar~ s?~lled out ~Gre cs~pletely i~ T~ble 20~ 

4 

3 

1 

2 

o 
1 

2 

o 
o 
o 
1 

o 
o 
1 

1 

o 
o 
o 
o 
o 
o 
o 
o 
o 

o 
o 

16 

( 
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Table 35 

DELINQUENT ACCOu~TS BY TYPE OF BUS INES S ACTIVITY 
(July, 1983) 

Type of Business 

Groceries 

Specialty Stores 

Restaurants 

Bakeries 

Vehicle Repair 

Food Processing 

Transport 

Furniture Mfg. 

Ge:1eral Stores 

Helding, Foundry 

Cleaning Services 

Gift Shops 

Printing/Photo 

Clothing Mfg. 

Pottery /Paper , 

Chemical Mfg. 

Business Service 

Lumber/Logging 

Shoe Mfg./Repair 

Construction 

Radio Broadcasti:1g 

TOTAL 

Frequency of Loan Accounts Delinquent 
150 Days or More 

3 

2 

3 

1 

2 

2 

1 

o 

1 

o 

2 

1 

o 

o 

o 

1 

1 

2 

1 

1 

1 

25 
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The composition and size of the high risk categor/» consisting of accou~ts 

? .. ith a record of non-papent extending over five months or more, poses a serious 
( 

proble~ for the oanage~ent of the superJised credit progr~. Clearly the length 

of ti~e since approval is associated with the frequency of high risk accounts. 

Of the 65 active loans sur"iving from approvals during the first t":-lO c;.uarters 

of the program, 20 are now listed as high risk accounts! 

BN'P personnel brush this aside wit.h the rejoinder that. "many mistakes ,.;e::e 

made during the early rr.onths of progra.r::t oper:ation". This implies that high ri:3k. 

accolli~ts result fro~ inadequat.e screening and selection of loan recipients. They 

ne'ier should have received, loans because they 'Jere poor risJ..--3 from. the begi.-u.1i:lg. 

The sa~e o:ficials ~intai~ that =ora careful selection and better supe~Tision 

will prevent those who received loans ~~re recently from entering the high risk. 

category-

Superficial sup?ort for this position can be obtained fran the data in 

7ables 20> 29> 34 and 35> 'Jhich seem to affi:.:-:n that: but very fe~,; (only .'i) clients 

ha-,e entered the high risk catego"C"J si::lce A?rilJ> ~982", HO~Jever ~ the evaluat:ion 

team r2::lains uncon'lince± by this affirmation that. the probleC'l. has been sol'led. 

Le:-:.zth of tic:;e is a recuire~en:: for accounts ::'0 beco!ne delinquent by as much as 

fi'lC months. !;o 1983 2?prova1 could fall into the high risk category. Most of 

the 1982 2?pro'lals ~a~e during the second half of the year must also be excluded 

because of the disburse~ent l~g. 

It see:1S pro?e!:' to ODSf:!rJ'e t~~a!.: t:-tt! ~ost recen~ ti::e-lelJ~l of loans '.-4hic:h 

ing t!-lis Gllarter. ~rhis cou.ld :r:.ea:1 that O"ler: t:le. ne:-::t: se~/eral quarters) a comparable l' 

rH . .!.~oer of accounts f::Gr:l t~e sec'Jr!d hal:: of 19:;2 .... 'ill join the high risl~ categ'J~J 

as the ti~e requi~ed beco~es su::icient. 

ti:;.~ . 

are ~ot a~equate ~or the a:1allsis 

:<cni taring pYQceci:..:.res ~Orl' being / 

o~ such a cQ~?ley. and critical 

/ 
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Insights from Survey Responden~s 

A sample survey was conducted in the field~ based on a subsec of the cases 

in the active file of loan recipients. A description of procedures and the param

eters of the sacple (54 enterprises divided between metropolitan and non-metropolitan 

areas) appear in Chapter III. pp. 39-42. The characteristics of the sample cases 

are set forth in Table 36: location of firm, size of loan, type of business and 

frequency. The sample mean loan value of $27,334 is somewhat: higher than t:ha~ 

for the universe of active loans ($22,679, Table 33). However» Table 36 discloses 

that the rank order of the first five businesses in teres of frequency of appear

ance is the same in the sa!:rple as in the universe of :135 acti-;'e loans (see Table 

3':') as follows: 

Rank Order of Most Frequent Enterprises 

Rank Business Sample Freauency Active Loans 

1 Groceries 7 16 

2 Specialty Shops 7 13 

3 Restaurants 6 10 

4 Bakeries 5 10 

5 Vehicle Repair 4 7 

The sacple survey ~as inte~ded to answer a set of basic questions about the 

p:::-c~ram T..;h1ch could '-'ot be ans'.Jered froLl sources within the Banco Nacional de 

PanaLla: 

1. ~fuat is the record of e~plo)~ent generation achieved by the prcgra~? 
Ho~ does it compare with expectations contained in project studies 
for those enterprises? How does it compare with goals set by the 
project designers? 

2. \·Tnat are the actl.lal figures concerning investment level per job 
by different t)~es of activity? How do these compare with targets 
in the' project: paper? 

3. What is the'history of loan disbursement following the completion 
of loa:1contract procedures? wila!: is the entrepreneur's degree of 
responsibility for delays? 

4. W:~at is the respondent's view of technical assistance and super
vision being provided by the program? 

5. Ho,,", do the entrepreneurs who receive the loans cowpare with the target 
group envisioned project des 

6. ~~at circumstances are responsible for en~re?reneurs falling into 
the hi risk cat:E:!gory? 
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Table 36 

C!IML\CTERISTICS OF S~.:-:?LZ E:iT£RPRISES 

Type of Business 

Groceries, Supermarkets, 
fooc. Stores 

Subtotal 

Specialty Shops 

SubtlJtal 

RestauriJ.:1ts 

Sub:::0tal 

Ezkeries, Delicatess~~s 

Vehicle 2e~ai~, ~uta 2ady, 
£lec:.rlc :':acr:i::e ?e;;air 

~. , 
ouot()~al 

- , .... "..-,1'" r"" ", ' 
".....; ..... ...) '-../ -~-. 

N 

7 

7 

6 

5 

4 

.., 
oJ 

Loan 
No. 

8 

137 

2 

3 

130 

79 

64 

17 

20 

:-retro 

S 22000~· 

--.-
S 22000 

10000 

15000 

50000 

131000 

5206000 

S 70Ger] 

S 70000 

... IOOCO Y. 

21000 

24000 

,.. 
55'JGO y 

S 5000 

25000 

.... 30080 

S ?lOCO 

35.sr;S::" 

1~6CCG":~ 

S2L.~SC/) 

• 

Loan 
No. 

86 

11 

47 

61 

145 

140 

118 

83 

127 

44 

65 

83 

117 

62 

42 

136 

146 

24 

/' 

Non-
r 

Herro Total.s 

S 5000 

100CO 

10000 

10000 

15000 

21000 

$ 71000 $126000 

5500 

150CO 

2S00n 

$ 45500 $2515CO 

$ 5000 

10000 

10000 

1500C 

20COO 

$ 60000 $12COOO 

600e 

16COO 

S 22000 :; 77000 

6CCO 

18000 

<: 24CJ,~G ... 

$248500 
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Characteriscics of Sample Enterprises 

Type of Business 

Transportation Business 
Passenger and Cargo 

Subtotal 

Furniture and Household 
Fu~nishings ~~nu£acture 

Subtotal 

Gi!:s, Novelties, Florists 

Subtotal 

Sho~ Manu~acture and Repair 

Subtotal 

Cleaning Business, Laundro?a:. 
Auto \':ash 

Subtotal 

L03gir.g and Lumber 

(Pa~e two of three) 
Loan 

No. 11etro 

2 33 $ 45000 

$ 45000 

2 157 $ 33000 

$ 33000 

2 125 $ 14000* 

144 15000 

29000 

2 51 $ 8000 

71 12000 

S 20000 

• 
2 

2 

Loan 
No. 

41 

21 

158 

120 

Non
Hetro 

$ 6360 

S 6360 

$ 23000* 

$ 23000 

S 12000 
50:]()O 

S 62000 

$ 48000* 

60 50000 

Subtotal $ 98000 

Clothing Manu~acture/Tailoring 1 $ 16000* 

Subtotal 

Ceramic,; Pape:- J -Plastics :1fg. 1 159 

Subtotal $ 12000 

Food Processins 1 40 $ 43500~' 

Subtotal $ 43500 

C .. C . L!S:-ilon, urtalrl 1 III $ 60000* 

Sut,total S 60000 

1 162 $ 5000 

Subtctal $ 5:;00 

~. incorporates additic~al loa~s maGe at later dates. 

Totals 

S 51360 

S 56000 

S 29000 

S 20JOO 

S 62000 

$ 98000 

$ 16000 

$ 12000 

S 43500 

S·60000 

S 5000 
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Characteristics of Sample Enterprises ( 
\ 

(Page three of three) 

Loan Loan Non-
Tvpe of Business N :l.f~ Hetro No. Hetro Totals 

< 
.... - .. 

Dentist/ Hedical Laboratory 1 30 $ 30000 

Subtotal $ 30000 S 30000 

Construct.ion 1 28 $ 20000 

Subtotal $ 20000 $ 20000 

Welding. Smithing, Foundry 1 50 $ 321)00* 
Ship Repair 

Subtotal $ 32000 $ 32000 

Radio Station 1 125 $ 29500 
6 

Subtotal $ 29500 $ 29500 

N Total 53 27 26 

TOT,\LS $97800C $473360 $1451360 

* Loan amount incoFPorates additional loans made at later dates 



- 126 -

Each of these subjects ~ill be considered in a brief separate se~tion belo~. 

acconpanie~ by appropriate statistical materials from the survey. 

Er;;?lo~ent zenerat::ion. The only "data" offe=ed by EN? officials on the 

subject of nuobers of jobs provided is the estinate written into the project 

study at the t~e of loan application. The i~pression prevails within the Bank 

that: employment data are neing recorded fully and frequent:ly becau~~ for.:ls for 

this purpose are printed and distributed w1~hi~ the Depart~ent of Supervision 

and Depart~ent of Tec~ical Assistance. However, the level of coopleteness of 

these forms ~as already described (pp. 36-37 in Chapter III) and rejecte~. 

~~ the :ield su~,ey, each ent=epreneu= was asked aboue r~s e:ployees 

by name, job descri?tion~ sala.-y and length of employment before ~ after 

joining the supervised credit progra~. By subtracting the forcer from the 

latte=, a t=ue picture of e:::rp:!..opent generation could be obtair.ed. L!!1ployers 

'l,.;'ere not given cr~di:: f'Jr assertions that: jobs had bee.n created for ~C'rkers who 

~ere no longer present. The job situation following. receipt of the loan was . 
taken to be the current sit~2=ion at the ti!!1e of the inte~r.iew. 

E~?loyers were given credit for "ecr,?:'oyment:: generat:ion" u:;.der t;7.;o ci:=cu:l-

sta:;.ces which are quite equivocal. ..,.,. t:> +=.... ...; • it··' t .: "" r n ~n_ ~~_s~ ~S cne JOD rans~ __ situation: 

a person who ~a3 e~ployed for wages beco~es an entrepreneur. Has he created 

previous posiCicn was filled by soceone else. But: ..... e can 

not be ey.?ecCed to verify this. The second is the tfjob supple::len::" sit:uation: 

a person previously er:'.ployed for ';.'ages obtains a loan. sta!:t:s a C1.:.si:less an.d 

-~-
his previOt.:s job! Under these not-infrequent circu:J:S tances -i:::. would be 

dif:icul~ to argue that e~ploynent has been generated. but ..... e accepted it as 

such :'or I • 

enu~rat~on purposes. 

To obtain equalized: counting units for eI:rploji!lent. fu,=therr...c!:e, ..... e adapted 

the flfull-time equivalent" definition cu-:-ren::.ly ur:ilized in professional circles. 

I: t~o persons are ecployed parr:-ti~e. they receive credit fo= one jo~, f.e., the 

ecuivalent of one ;:u11 ti'Cle position~ The results are presented in !able 37 

opposite. roe final sacple of 53 (one case ~as dropped when ~e ~iscovered in the 

field that the o" .. tner had sC!s?e-::1.c.ed o?e-:-ations) p!:od-uc€:d 150 full -ti;:.e jobs,. or 

3.4 per enterprise. The project paper, on the other hand, envisioned 1,604 jobs 

located i:;. 323 lean-supported fir;..s, or 5 jobs per enterprise. 

ated enterprises is the proposed nu=bers of jo'bs ;.;ere 
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for them in the project studies ~hich were part of their loan applications. 

Tne 53 cases in the final sacple proposed to generate 268 new jobs. or 5.05 

p~~ enterprise---a figure identical with project design standards. Unfortun

ilyely, only 67% of the target is being realizec in the field by provision of 

actual employment. 

And this must be considered as a favorable interpretation of the actua~ 

situation. If we included teroinations and withdrawals in the universe from 

which the sample uas drawn, the expected jobs (proposed in applications) yould 

increase but the observed jobs (those actually provided) would remain the same. 

?:-ovidi:tg ::tn even less favorable proportion. 1::1 other wor:is, the. sample- is s~""7 ·~c 

i~ favor of th~ Bank. 

This bias is reflected in another di~ension of the sample data as well. 

rne active file of 135 loans is made up of those presently judged to be healthy. 

Ho· ... ever, as demonstrated a.bove in Table- 29, one-fifth of those loans are more 

than five r:-.onths in arrears. Some, inevitably,will slip into the "terminated" 
£ 

category as they are closed or suspended; at that point~ the~r employees will 

be dismissed and the level of employment will be reduced. 

In !'tore pro:d:nate terr.1.S, 11 of the 53 sarr.ple establishment:s are already 

in t~e high risk category! Field inquiries co~fir~ed that several of these are 

precariously placed on t~e edge of business ~ailcre. The posted figure of 180 

jobs in Table 37 will soon need to be ~educed by additional failures. The un-

expected volatility of the l1active loans u category suggests t.he need for contin-

uous monitoring. 

Discussion with otroer-operators of sarr:ple t.:..::=inessses" f'!.!:=::her::J.ore. confirmed 

an obse~lation which was less surprising. J00~ in loan-supported enterprises are 
I 

not necessarily "forever". Op~rators of these firms are sensitive to market con-

ditionslike other businessmen. Despite co~it~ents made to generate employment, 

:hey will diminish or aug=ent their labor force as circumstances appear to dic

tate. Once again. dete~inar:ion or the actual level of e:.!ploy;:nent requi.res con

tinuous Bonitoring over a specif!ed unit of ti2~. e.g .• a calendar year. For how 

~ny months during the year was a specified n'~lber of persons e~ployed? Perhaps 

person-~anths of e~ployment should be accepted as a reore meaningful counting unit 

for emplor-ent generation than "jobs": 

In th~ project design, employment g~ne=ation goals are stated in quantitat-

i-:e ::ac.ner than qualitative ter::ts: numbers 0 E jobs rather thaD ty?es of jobs. 

( 
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Table 37 

EMPLOYME~IT GE~lERATED BY TYPE OF OCCL?ATION* 

Description 0: Occupation 

Profesionales, tecnicos y ocupa~iones 
pC:: nes 

Gerentes, administradores y funcionarios 
de categoria directiva 

Empleados de oficina y ocupacianes afines 

Vendedores y ocupaciones afines 

Nu.':lber 

0 

5 

12 

22 

/ 
, 

EPG Percent* 
Percent National -----

0 11.1 

2.8 4.9 

I 

6.7 10. iJ.: 

12.2 6.7\ 

Agriculrores, ganaderos pescadores, 
cazadores, madereros y ocupaciones afines 2 1.1 27.1, 

5 

6 

7 

8 

9 

x 

Conductores de medics de trans porte y 
ocup~ciores afines 

Artesan?s y operarios'en ocupaciones r~l~
cionadas con la hilanderia, confeccion 
del vestuario y calzado, la carpinteria, 
la industria de la construccion y 12 me
canica 

Otros artesanos y operarios 

Obreros y jornaleros 

Trabajadores en ser?icios personales y en 
ocupaciones afines 

Trabajadores en ocupaciones no icentifica-

7 

49 

18 

7 

58 

bJe::; 0 no declaradas y otros trabajadores 0 

180 

3.9 

27.2 

10.0 

3.9 

~2.2 

100.0 

*Cldssifica:ions and occupational definitions according to the Uniform 
International Classification of Occupations as adopted in Clasificacion 
t,; acional de Ocu:Jaciones, COTt<. 1980, Direccicn De Es tadis tica y Censo, 
Contraloria Generzl, Panama? 1980. 

**3ased on sal:1ple data from the 1980 National Census as reported in Infor.:J.a
cion Estadistica Sabre Recursos Humanos, Mi~isterio de Traba;o V Bienestar 
Social y Agencia para el Desarrollo In~ernacional. Proyecto 52S-022L~(SIP~). 
p ,-.. 2. r.ar!'1a, 1983 . 

4.9 
I 

12.8 

2.5 

3.5' 

14.5 

1.6 

100.0 

r 

I f 
'-, 

r .. , 
I'" 
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Yet:. it ITS. be questioned whether the expansion of low-paid~ unskilled employment: ( 

confers long-range benefits upon either the econo~ or the workers. An inquiry 

into quality of emplo~enL provided by the sample en:erprises is presanteci in Table 

37, ~hich compares the occupational distribution from the" ~ample with national 

norms provided by the Manpower Info~ation System portion ~·the Employment Plan

ning and Generation Project (specifically. the Sistema de Informacion de Recursos 

Huw~uos, or SIRH). 

The results of the inquiry are quite favorable. The following categories 

represent occupations at the level of skilled labor or above~ 

Occupations froe the Sam~le Surlev of 1983 

Job Classification Percent 

1. Managers 2.8 
2. Office workers 6.7 

5. Transport workers 3.9 

6. Ar~isans/operators 27.2" 

7. Other craftsr::.en 10.0 

TOTAL 50.67. 

More than nalf the sample occupations should be considered as representing at least 

medium skill levels. This implies that workers are being not only paid but trained. 

From a long-range perspective the training, which is permanent~ may be u~re import

ant than the wages, which could be te~orarJ. 

From the perspective developed above, the evaluation team was ,;ratified to 

discover the frequency ~ith whicr. operators had baen responsiole for development 

cf. workers: skills. Fro~ a national labor force point of view also. the occupation

al distribution represented by the sample lends itself to a positive interpretation. 

Only the large concentration of personal service workers (mostly restaurant and 

fuod se~ice employees) represents a probleQ ~hich ad~nistrators ~y wish to 

addess in the future. 

Investments per Job. ~he project design incl~des a projected level of 1n

vest:r::ent per new ';.;,')rker enployed by type of acti~!ity. The average expenditure p:r<:

posed was $6, 23f, per job generated. HO'..;ever. this r:.ean .... as computEd on the assuop

tion that ind~strial jobs would cost twice as ~uch (510,000) as job~ in commerce 

and services ($5,000). Sarr.ple data on the c.ost of jobs produced by the supe~isE:;d 

credit progra~ appears in Table 33 below. 



1,1 hIe 38 

INVESHIENT j)ER JOB CREATED BY TYPE OF ECONmnC ACTIVITY FRON SAHPLE DATA 

Actual 
No. of Amount Approved Amount Jobs Cost per job Investment per 

J\Clivity* enses all FinancinG DisbuI-sed Crented for 011 Approved job (AID + GUlJ 
CAIDI-GOB) fj Ilancing d i sbur semen t.E.L 

INDUSTHY 15 $ 59 /1,500 ~ 1,61.,820 52 $ 11 ,1.33 $ S. ()3<) 

COH~!Ef\CE 19 (j61,500 38 /',781 53 8,707 7, :Z60 

SEr~VICE 19 5,271 J,n9/, 
.... 

395.360 292,079 75 v. 
c 

---_. 

TOTAL 53 $ 1,451,360 $1 , 14 1 • 6130 J80 $ 8,063 $ 6,V,3 

,'1- ClassHicntioll of nctivity occording to GEDEL 
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The lesson from Table 38, as for a nU::lber: of other prograo. dimensions 

considered in this review~ is tha~ the ans~er you ge~ depends upon how you 

count. If the face value of the 53 loans is divided by the level of currenc 

employ~ent (180 jobs), then the cose per job is S8~063~ or 1.30 times the t3rgetl 

~rnat is true of the overall average is true» in varying degrees. of each of the 

three categorie,s of industry: all are higher than the figures contained in the 

project paper. 

However, Table 38 also discloses thaC while $1_451 million 11as been approv

ed for the 53 projects, only $1.142 million has been disbursed (78.77.). Since 

almost one-fourth of the face value of the credit has not been utilized~ it should 

be excluded from the calculation of the cost of emplo:fGlenr:! The cost per job has 

been recalculated in the final column of Table 38, using disbursed amounts 'rather 

than approved amounts. 

\{hen this realistic calculation is employed. the cost per job dror,s to 

$6,343---approxirnately on target! Furthe~orc, both industrial and service occu-
• 

( 

pations come wit~i~ the li~ts of $10,000 and $5,000. Only the commercial occupar.ion~ 

exceed the norm by a substa~tial margin (1.45 times the $5.000 maximum). The 

pertinent sidelight on this ob'5ervation is provided by our previous observ<lticns 

on (1) high risk enterprises and (2) quality of emp10y~ent. It is the co~~er~ial 

establishments which have the highest rate of failure. ane also the poorest quality 

or job ge~o.rated (salesclerk, waiter-waitress> kitchen help). 

A number of dimensions of data froQ the evaluation appear to converge on 

the same reco~endation. T.,e surJivorshi~ level of enterprises~ the cost per_~ob 

and the quality of employment • ... culd all be improved if the loans to commercial 

ventures were curtailed. A final glance at Table 38 confirms both (1) that commer

cial establishcznts are not the most important source of jobs. and (2) that service 

enterprises (which provide skills training and batter yages) are also the cheapest 

producers of new employment. 

A final co~arison has been prepared based on employment data from. the 

sample survey. Table 39 con:pares the costs of Jobs b::r employment type be"t"'..;een the 

m;p supervised credit program and the earlier study completed by the evaluat10n 
• 

team on the Ministry of Co~erce and Industryfs s~al1 business loan program_loUsing 

disbursed amounts (rather than approved amounts) for the BNP rrogram. the HIe! 

projec t (Direccicn General d.e Ie. P~Guena E:::?resa) is clearl:,' superior in all cat:e

gories by substantial margins. Em-1ever, 2. qualification is i:l order. The ~lICI 

( 
\ 
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Table 39 

COMPARATIVE COST OF E~·'..PLOYXENT GENE?~-\T rml FOR 
" 

DGPE .A~m EPG PROGP~·;.s 

Amoun: financed Jobs Investcent InvestCle 
No. of loans EPG (AID+GOi3 Created per job per job 

Activity* Epr 
~..., Proj ect disbursal) EPG EPG DGPE ** 

Agriculture 2 54.951 7 7,850 2,055 

Manufacturing 16 318,564 46 6,925 2,421 

Construction 1 19,383 11 1 p 762. 

Co:::t.:::lerce 16 399,&28 55 7.266 3 1 578 

Service 18 349,154 61 5,724 '-1 s 18:-

Total S3 1,141,680 180 6,343 2,967 

*CIIV Codes: Agriculture, I; ~anufac:uring. 3; Construction. 5; Co~erce. 6 
except restaurants (6310); Service, 7,8,9 and restaurants. 

**Based on a sa.:::tple of 53 cases: Table 17, "Rural Grou:h and Service Centers: 
The Sma.il Scales Interprise C07npone::t," Evaluation Report, R. Hackenberg, 
R. Hinojosa, B. Hackenberg, DSAID/?anama, April, 1983. 
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( 
'. 

program cperates only outside the metropolitan area where loan values are less 

and cost of employment generation is also cheaper. 

Disbursement Pattern. In the discussion of Table 38~ it was observed that 

only three-fourths of the face value of the approved loans in active status within 

the sample have been disbursed. The degree of uncertainty surrounding the disburse

ment situation is a continuation of the difficulties surrounding the gap betr,.,reen 

obtaining 3 loan approval and signing a loan agr p 2ment, discussed in the previous 

chapter. It was mentioned, in that discussion. that a continuum of uncertainty 

extends from the date a client first appears at the BNP central office to the date 

on which he completes his reayments. The disbursel:1.ent situation appears mici;.:ay 

along that continuum. 

Table 40 has been prepared to present the problem in its several complex 

dimensions. According to normal banking practise, a grace period is provided as 
. '. 

a condition for the awa~d of a development or business-expansion loan. The purpose 

is to recognize that the client must etilize the money to expend his income befor~ 

he will be in a position to make repayments on his credit. The theory of the grace 

peried is that the loan funds should be proviied at the beginning. and payments of 

the full anortization should mark the end of the interval. 

For the sample cases, the grace period extended [rom zero to twenty month:., 

distributed as follows: 
Duration of Grace Period 

Nu~ber of Months Nu~ber of Cases 

o 12 
1 1 
2 14 
3 13 
4 1 
5 1 
~ 9 

12 1 
20 1 

TOTAL 53 

The ~oddl gT2ce period is 3 ~onths. There is d rough proportionality between the 

size of the 10<,":1 and the 1en3th of the grace period. T,.1ith only t,.;o exceptions the 

grace periods of six months or core weze for loans of $30 thousand or more. 
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PERCENTAGE OF DIS BURSA DURING A:'~D 

ArTER GRACE PERIOD fOR SA>IPLE CASC:S'::' 

Disbursals in Percenta52e as of July 31, 1983 

Time Taken 
or Disbursal 0-40 41-80 81-90 91-100 Total 

In grace period** 1 5 6 

1- 2 00. aft.er 6 6 
grace period 

3-4 mo. after 1 7 8 
grace period 

5-6 mo. a:ter 1 2 6 9 
grace period 

7-8 mo. after 1 8 9 
grace pe:-iod 

9-10 mo. after 1 3 4 
grace period 

11-12 mo. t Q
"'" _4 1 1 4 6 

gra(:e period 

13 mo. ~) r mo,e I 3 4 
after grace perioe 

TOTAL 1 3 6 42 52 

* All cases, except one, were approved during 1981 or 1982. 
For cases with additional financing only first portion of
loan is considered. Two cases with unusual disbursal 
schedules were drop 

~- Grace period co:::')u':ed from time of first disbursal. 

--------

Percen t 

12 

12 

15 

17 

17 

7.5 

12 

7.S 

IOO.O%. 
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In Table 40, disbursements up to the end of July~ 1983. have been pro-rated 

against:. the grace period for each loan (including those with zero duration). In ( 

only 5 cases was the entire value· of the loan paid during the grace period. ~. 
fact. 60% of the clients vaited for five months to ~ore than a year following ~ 

completion or the grace period befoz:e obtaining from 'ar to 100% of their loans. 

There are twin results generated by this unrecognized aspect of loan adoinistra-

tion: (1) clients fail to get full use of their ~oney for some time after com-

pleting the contI.'!lct; (2) clients are not charged the face atllOunt:s of their amor

tizat.ion payments unt.il their loans are fully disbursed-;, thus further lengthenin:t 

the earliest date at which they can become "hi~h risks" (proprietors o'ioling five 

~onths a= core on their accounts). 

There are two explanations cbtained frae BNP officials and sample su.rvey 

re:5pondencs ccncerning this di:~oursement issue. Since clients must make applica

tion for each disbursement, ;:r:.oviding a justification for the amount: requested, . 

they act:use the B~lP :.Jf being penurious and niggardly with "their" money. The Bank. 
• has two rejoinders: (1) ,diSbursements 'cannot be made until loans are collateralized 

(v;here collateral is_to be purchased with loan funds a partial disburset:!ent is mace 

for that purpose only---the bala~ce is retained until the equipment has been veri

fie·::! and inspected); (2) the client freqt.:ently "stall.:;.;" and del.:!ys ac:ce?tance of 

cisburse~ents in order to kee? his amorti=ation pa~ent as low as possible. 

Bath sides can rn~ster su?port for their arguments. b~ere credit analysts 

have become suspicious of a client's business ability during the completion of a 

project study, they tend to dispense the loan in lYgotitasll---cne d.rop at a ti~. 

But. on the other hand. respondents were encountered in the survey who affir~ed 
'f» 

their intention to refrain from claiming the balacce of their loan accounts because 

funds "were r:ot needed" • 

. In ter:"'uS of the previae;;; discussion of the frequency of "high risk;' ctientsl> . 

the presence of the grace period. during which only interst payments are collected. 

and the extension of the disburse~ent schedule far beyond it, is quite significant. 

Ie means that an even sr:::aller group of recent loan recipients is at risk for five

month delinquency on their full payments! 

In the opinion of the evaluation team, the B~P administrators have atte~ted 

to ~anipul~te disbursement schedules to faver the client by limiting his li~bility 

for re?3jr:::ent. This "ra'/crit:s::i" has a nega::ive !i:s~ec::. however. Men:; client.s 

aSS2rc that E:~ reluctance to paLt with working capital has doo~ed their chances 

f0~ profitability. 
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Tecnnical Assistance. Since 3% of the cost of the loan is rei=bursement 

from the client for the contract services he is co receive in the area of techni-

cal assistance, this was investigated durin3 the sample survey_ First of all, 

the visits are made by the regular e~ployees of the Departcenc of Tec~~ical 

Assistance within B~~. and not by contract specialists. Experts are retained to 

provide classroom instruction on business ~ethods and management problems only. 

Because of the source---bank e~ployee5 with no special tec~~ical qualifi

cations---the qualiey nf the service is difficult to evaluate. It was more readily 

graded by the type of respondent than by the natu!:'e of the se!:'Vice itself. The 

survey in~er~iews suggest the following: ~ 

1. Experienced managers dealing in technical areas of 
production neither needed nor requested tecp~ical 
assistance. These were large loan recipients. 

2. Tht:. mid-range loan recipL . .!nt shlftir,g fru::n we.ge ,",ork t.o 
busin-ess oanagement found technic.aJ. assistance most help
ful. T.hese proprietors tended to besiege the B;:;'P office 
~th phone calls requesting advice on day-to-day problems. 
They may have even beco!:le dependent on "technical assistance" ~ 

3. The petty business operator tended to neither recei'.le 
nor recognize the need for te:::.l:nical assistance in the 
same quanitity as c.lass n above. 

Tnere seems to be a clear cut relationship between the response-types des

cribed above and the nature of the assistance ?rovidec. B~rP technical assist:a::l:::s 

were not equipped to handle engineering proble~s. architectural issues pertaining 

to constructicn.yr rn.a.nufacturiI'!g proc~~ W':.'1at they ~ do is advise on setting 

up accounts, keeping books. establishing files. and keeping recorcs for tax purposes. 

T:,e md-range loa.. .. :::'ecipient: is movir.g i:1to this probIet!'. area for the first" ti!!la and 

needs advice; he has a nunber of e==?lcyees and is encountering ma:1age::::tertt probless. 

Typically, he is a garage mechanic or cabinet-~aker opening his own repair shop or 

furniture factorj fo:::, the first ti~e. He ~~ows the tec~nical side of his business 

far better than the EIiP staff. 

The lo~-end entrepreneur. on the otner is operating a one-person or 

single household enterprise. He neither skills. 

His level of ope::ation probably doesn't require the::. The BK? technical assi3tance 

retains professional consultants ~hen he needs he ually on production processes 
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The evaluation tea!"!l a:tempted to <leter:line the frec;,;;ency of technical 

assistanc2 visits to sample survey respondents. Since the B~~ staff responsible 

for visits is all based in Pan~a City. ~e sought to learn ~hether metropolitan 

proprietors received more frequent visits than those in re~ote communitiese The 

results are presented below: 

Frequency of Technical Assistance Visits 

Number of Visits Metropolitan .N0n-~!etroooli tar~ 

0 4 0 
1 3 4 
2 6 7 
3 6 6 
4 4 4 
5 2 2 
6 1 

.., 

7 2 1 

TO':AL 28 26 

There is no pattern of discri~ination againsc non-metropolita~ loan recip-

ients in terms of tec~nical assistance visits. The average for businesses located 

in Panama City is 2.82; for those in the non-:::e.tropolitan region the: average is 3.12 

'visi 1:S .. cor clients in the total sample, the average number of vi~its is 3.0. Thi~ 

statistic is always subject to a final searching question: are th~hnical 

assistance visits of several hours or less sufficient i~doctrination for partici-

~n insight ~ay be proviced by turning our attention to the high risk accounts 

witnin the sample; there .... ere 11 loans oul: of 53 in this category. Can the lack of 

technical assistance visits explain this? Or. on the other hand. do their proble~ 

result in an excessive nu~ber of visits intended to provice solutions to their 

proble!:l.s? The average number of visits to hlgnrisk accounts is 2~73~ or more than 

90% or the popul2,t!on mean. Technical assistance visits appear to be irrelevant to 

eta proble=s assoc:'at:~d .. ith business failures in this group. 

Additional assistance is provided to the client population through a 

series of special seni~ars and courses. 'These have been offered on an invitation-

a1 b~si3 si~ce ~id-1982. They cover subjects incluciing ~~n~se~ent. social sucuricYt 

finance> and obligations to,,[ard ez::ployees. Attc:1dance ~dS ranged frcQ 20 to 70 loan 

f2vora~!e. Ho~ever, one suspects that the same ~id-range of clients utilizing tech-

nical :~ssiStanc2 is also the conS~=2r f~r =hes2 offerings. 
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~ressions of ~~er-Ooerators. The project paper establishes certain 

restrictions on loan recipients: they shs>1~ he owne~ opcratok& and-should be unable 

to obtain financ.ing-fFO.aLc0nventional co;;oel'"r;.o.l loan sources. The business ven

tures which they establish are to be responsive to ~aeds for goods and services in --------
their communities. Tnese criteria establish a platform from ~hich to pass som~ 

judgements on the loan recipients inten:iewed by t:'1e ev':.luation team. 

1. Entrepreneurs as Owner-operators. _._--- ' 

Most appeared to meet this definition but th~re w~re some noteworthy ex-

ceptions, such as the gencle::lan who ob tained a large .!.oan for an auto set"vice bus

iness, hired a manager and entered the PanamaI'.ian diplomatic service. In another 

=ase. a wife obtained a medium-size loan for a restaurant enterp~i~e and turned 

the money over to her husband, a representante with substantial influence in Panama 

City_ She knows nothing of the business and we interviewed her husband to comple~e 

our schedule. 
• 

A number of other entrepreneurs appeared to be in busines~ .bec~use of influ~ 

ential positions held in goverr:.:::n~n.L.ofii_~~_Qy_ltl.ts.Qandc ~~-~iS factor does 1-
not in itself disqualify them as mme:--operators, hcwever. r~onetheless, L: ma:' be 

responsible for the aura of favoritisf.l which seems to adhere to th~ Qr_ogr.?-3_:!:.n_tr-:: 
~ ~~~~~~~~~~~~==~--

mind of the public. This may· be a factor in dissuading persons:withaut strategic-

ally placed connections from applying. 

2. Access to Commercial Credit Sources. 

After v~siting a nu:::nber of well-managed and apparently profitable busL~esses 

receiving loan suppo:':'t from the B~TP program, 1.Je '.Jere prepared to discover that: many 

of th~~ had previous';, obtained cocr:mercial-loans >=rorri th.e sa!!'...: source--Banco 

NC'~ional de P~nama! This criterion is not being implemented, __ ~t, not: at the 
--- --------.........=--

upper end of the dist!'ih..£.t_ion of loans-~ze. 

Tnis raises a point we have discussed in other connections. Beginning 

with Table 17, a number of displays have heen prepar~g_~hich emphasize the hetero

geneity of the client ?opulacion (f;on $5.000 t~ $186.000 is the range). It seeos 

in~pj·;.aelQ that an .ap.~).ican:: fo< a 1?~$5.9. .OQO ~r more 'Would fail to qualify -1,

for co~e;-cial credit. ar.-i stilLhe an acceptable risk for a lo~n of that amount. 
- -

. The exception might be found where interest rate concessions are made to Iuee 

entre?~eneurs into certatp a=eas of investwe0t which they might oth~rwise avoid. 

hO'",;e'Jer, in the B:i? prograr:;. they are being in'li ted to name their o ... 'n choice of 
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e~Lerprises. and borrow as much as they like. If their require~ents exceed the 

$100,000 linit imposed by USAID regulations, B~~ will supple~ent that aw~unt from 

its o~n credit resources at regular Bank rates. In the few cases which fit this 

descri?tion, Bt~ clearly recognizes that the applicants are qualified to receive 

co~rcial credit. They have, in fact. been a~arcied it! 

3. Meeting Community Needs. 

A valuable service might be provided to ?a~a~ if experienced entrepren

eurs were given lo~-interest loans to both (1) e~?loy the jobless and (2) produce 

g':lods f::n:: t:::'e domestic rM .. rke!:. The stipulation thac. borrQwers muse: be m.mer

operators unable to obtain cOmIl'!ercial credit night be set aside u:!.der .those cir-

cu:nstances. But this is not the case with th., ru:e::ient E~iP supe::-iised credit pro-
------------~----------------gram. 

It may sound a bit harsh> but: there appe2r to be t''''o types of loan-supported 

enterprise in the present loan portfol~o: 
---:-.--. 

those which are redundant. Exa~?les of frivolous enterprises abound: a fire~orks 

factory, a custom furniture-maker/decorator. a purveyor of party goods for birth-

days, a caterer for gour~et foods, custom photographers. florists. gift shops. etc., 

Exaoples of redundant enterprises are the endless grocery stores and restaurants. 

:-;ot all food d,~alers are redun'dant, of COU1:se. Several ve visited · ... ere extre::lely 

successful because they had obtained locaticns ~~ere traffic was high and co~pe-

ition restri~ted. There seems to be a surfeit of auto repair, pa;:ts and service 

dealers, at least in Pana:::la City. Hcr,,;ever. they may be needed else';./here. 

The conc.lusit}~whkh-these observations .po.iJ:l!: .. .is that the "com:run:i.t,y 

needs" criteriot1:.-i.s d-isregarded in making lo~ds. The evaluation team .could 
-

p~int to several satiiple enterprises • ... hich, in fact:, appear to violate all three 

of the require~ents considered in this s~ction. There is not ouch evidence to 

indicate that ES? adoinistrators take the:n seriously. 

Entrepreneurs \-lho are High Rislrs. As already nei:1tioned, 11 of our' 53 

sa;;q1e e::trepreneurs ha'/e already becoce delinquent by five paYc:lents (150 days) 

or 17:ore. The pE:rce:1tage of high risk clients in our sG::-.pl~ (2G%) is the same 

as the p~oportion of all active loans. So~ething s~ou:d be learned, then~ by 

e:~:amini:1g t:-te::1" 

The prope-:- a??r02.~r1 to an explan:ltio::l ;:;2,/ be d",ri'JeJ fron brief sj,nopsis 

c: a fc~ :ypi~al cases fron the set, in ~:hich loans ra::lge frG~ $5,000 to 350.000: 

( 

... 
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A logger in David was unable to obtain his ~orking capital d~r1ng the 
dry season when he could use his heavy equipment. T.~e delay in making 
the disbursements he needed provided him ~ith funds d~ring the rainy 
season when he is ~~able to rr~ke sales. At the sarr.e time, his grace 
period was shortened so that his payments have begun while he has no 
income. 

An electrical equipment dealer in Panama City has con~racts for the 
installation of comcunications equipmen~. His dealers in Europe yill 
not ship without letters of credit. B~P will neither release his d:f.s
bursement nor provide a letter of credit. He has lost sales and 1s 
unable to pay amortization on the amount of loan funds receiveda 

A small convenience store ope~ator in Colon received his $5~OOO loan 
for working capital in dribbles too small to convince wholesalers in 
town to provide him with a full inventory of merchandise. Yhile we 
were intervie~~ng him un a Saturday afternoon. he lost five sales 
for lack of ~anned fish, cigarets, soft drinks and bakery goodso He 
would h~ve closed the business 1f it ~ere ~ot for his week-day govern
ment jo:,. 

. t. . 
A fast-food restaurant operator received a loan in Panama City to ex-
periment with a fish-stick processing enterprise. He lost money for 
several months "'hile trying to perfect the process. He could receive 
no help from BNP and finally went to the Bureau of Fisheries. He has 
now mastered the process but is deeply in debt from paying rent on a 
cocner site for his res~aurant during the months when he had nothing 
to sell. He blames BNP for failure to provide technical assistance. 

p~ auto body shop in Panama City was established as a going concer~ 
with sufficient working capital and adequate technical capability. 
However, it is deeply in debt as the result of accepting contrac~~ 
to repair government vehicles. The government agencies refuse t.o 
pay~ claioing they are ouC of funds. 

A radio station in David obtained a loan to modernize by purchasing 
needed equipment. The equipment ~as ordered ~nd loan funds were dis
bursed. Ho~ever, the payment intended =or the equipment was repossess
ed by BNP to satisfy the unpaid balance on a p~evious commercial loan 
account! The proprietor now owes the equipment supplier and is unable 
to make his payments. 

If we take a moment for the analysis of these sketches, th~t-

ua1"1on ~an be ideLfrtfied. The fi::st two case~ reflect the fr~gue.,tl"l-heard com-

plaint that the Bank itself is responsible for th~or:Lrj.ptQ"":'; pre.cl"icCJ.;::lent....because --------
of :::i?undpTst..andings over disbl.!-~nt. The third and fourth business operators 

received their money but are convinced that Bt:P t~hnical assistance could~av~ 

been utilized 1"0 enable them to us p it ef£~ctively. 
-~.-' ---

The fifth and sixth enter-

prises suffer frc;-;] financial_proble:::s_o~JeI- \.ihi.c.h, it would appear B:~P has little 

0:- no control. 
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All six of the cases d~scribed abov~ a??e~r to be in serious difficulty 

~ith a strong possibility of failure. The evaluation team retains the impression 

that perhaps half of these cases, and the saze proportion of the other sample en

terprises in the sa~~ situation> could have benefited from more effective inter

vention by B~fP personnel. We say "perhaps half" because 'tole are fully a~are that 

(1) a number of these entrepreneurs are less thac co~petent and share some or 

most of the blame for their difficulties. ane (2) it is unreasonable to expect 

that no entrepreneurs ~111 fail in a superlise~ credit program. In fact, ~wo 

enterprises in our high risk group, not descri~ec above. ~ould a?pe~r to be the 

si~ple victims of bad choice of location for'cv=mercial ventures. Perhaps a 

hetter project study would have di£closed this; but. ~erhaps local conditicns have 

changed since the st~dy was prepared. 

However, if there are failures and high r!sks who are apt to becoffie so~ 

there are also low risks about which n?thing has b~~n s~id. In the course of 

its operation, B:~ staff' has identified a n~~b~r of entrepreneurs ~ho are suffic

ien.tly i:::pressi'/e to justify increased cO:lfide:1ce in their business aptitude. These 

proprietors have been encouraged ~o ~PPJ~LJ'JE. a~~~tion~l credit (adicior..es) before 

their initial obligations ar~ f~l1Y_re?a~~ 

within our sa~ple 5U~Jey of 53 clients, 11 (the same number as the high 

risk cases) were identified ~s having received adiciones. Not all of these entre-

prene~rs were exe~plar7 successes. Several hed applied for additional financing..---
becaUSE:- oLim?en~ing financial dif~:hcu2..t-ies. ---._---- HC~2ver~ they appeared to be better 

prepared than the a~erage business person in our sa~ple. anj ~ore sophisticated 1n 

discus3ing thei~~_~~_~rcsQe~~. Unlike trle ;1:'gh ::-i.s..Lp~Qrie tors. they inspired --
confidence. 

( 
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CHAPTER VI 

MA.."fAGI~~G THZ PROJECT: 

Controls and Supports for Client Enternrises 

Executive Sumnar~ 

Each of the foregoing chapters has described a facet of the Banco Nacional 

de Panama supervised credit program. It is best to begin a discussion of the 

controls and supports available for program manage~ent with a review of the 

r~jor :indings. I~ this way, ~e oay highlight both ~he problem areas toward 

which manage8ent should be directed. and also the tools possessed by manage~ent 

for coping with them. Each of the following sections is oriented toward a 

previous chapter. Chapters i.lill be reviei.led in sequence. 

1. Design or th~ Eu:ploy:nent Planning and Generation Program. 

The USAID/GOP project consists of three components» which are logically 

cOt:lple:::entary: 

A. The PAR System. 

The PAR Systen offers to ?rovide technical assistance to various conponents 

of gover~e~t through an inter-agency co~~ittee authorized to conduct policy

oriented research. 7ne PARS co~sists of an E~ployment Developmftn~ Commission 

and a T~chnical/Ad:::1inistrative Unit. The studies which it is in the rocess of 

framing a~d f~1din3 will cover major phases of enterprise developnent: small 

scale enterprises, e:::1ployment needs and ~anpower. investme~t incentives. finance 

and credit, and pric~~g policies. PARS should establish the guidelines within 

which a supervised credit prograo can be operated to greatest advaacage. 

B. The Manpower Infor~ation Syste~. 

To ~ke an assess~ent of =2npower resources available for employment and 

enterprise cevelop~ent, EP and G also provic~d support for the construction of 

a Human Reso~rces Infornation Systen. 7he major feature will be a co~putQrized 

data bank providing access to the consolidated ~4npoWer resources of all govern~ent 

agencies. 

c. rne 3~;P Supervised Credit "rograr:1. 

In theory, the $10 ~illion ~i? :oan ~rc;[am is the adhesive which could 



-

TO~ ________________________________________ ___ 

FROM ______________________ _ 

$U~EC. ____ ~~~~_m~------------------------

OATE ________________________________________ ___ 
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unemploywent. It would a~co~plish these twin objectives by supporting the cre

ation of a set of priority enterprises which could. at the same tine, meet con

sumer require~ents for goods and services while training and absorbing surplus 

~~npower. The mechanism for this achievement would be the 323 small and medium 

enterprises (industrial, comwercial. and service) intended to provide 1,600 new 

jobs. 

Because of its limited funding, the B)~ program could not be expected co 

engage in ~ajor problem-solving. Its most substantial achieve=ent ~~ght be in 

providing an illustrative model of the proper procedure for attainment of govern

ment en:erprise and manpower goals through the stlmulacion of private enterprise 

within the framework of a market economy_ 

To date, the separatism which exists among the components of the EP&G 

Project oakes it: unlikely that "the illustrative model's possibilities will be 

recos:;nized. This is U!".: Jrtunate because there appears to be a excellent pros

pect that each of the lhree cowponents will succeed as an independent entity. 

This study is concerned with the documentation of the present status of only one 

of these entities: the BNP supervised credit program. 

2. The Supervised Credit ?rogra~: Lean Terns and Bank Operations. 

The intent of the p!'ograD is to fUQ2..323 loan~. unequally apportioned to . 
industry (67). co~erce (117) and serJices (11~~t~~¥e~g~ of 

$31,000 and a ~Q~of- neT~-jobs-to-be-gen~e~er-€nt~~~s~he_average 

cost:: per ne',J job provided is to be $6.234. Loa;:.s are to be provided t() owner

operators who ara not eligible for credl: froD the cODmercial ban~i~s s~ew. 
-Interest is 12%, with 3% collected for the provision 0; teGhnical Q,ssitance. 

HaxiBuw loan.....size:--:fs--$lOo-;-aOO (inaustrial) vith lower limits for cOmr::lercial 

($50,000) and service ($30,000 enterprises). The project is to be opera tee 

over four years. Collateral requirements are to be liberalized. See Tables 1-3. 

The 3:'2 created a separate organiza::ion wi::.h an elaborate_s tructure 

for the ad~inistratien of the USAID program (and two others which are unrelated). 

It contains a Technical Director, four departments and seven technical subunits 

(see Table 5) which are the cere of the ad~inistration. There are separ~te functional 

units for (1) accounti:l.g; (2) collections; (3) analysis and evaluatio!1 C ... ·hich 

handles applications); (~) supe~Jision and monitoring (which verif~s expenditures); 

(5) ::e~hnical assistance; and (7) a legal depart~ent (s~e P? 22-25). See Tables 

4-7. 

t 
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This rather cO'=1plex orga:1izacion ap?ears to have e:::erged "full blown" 

fro~ the beginning. despite the lack of any substantial nu~ber of loans to ad

minister during :h~ first six months of operatic~ (in fact. there ~ere 79. or 

approxi::,.ately 12 approvals po:r month). It appears to. have been kept busy by 

asslgnoent of personnel to othe~ responsibili~ias or1&i~arjn8_in-t~EX-and j! 

BID projec::s. also adninistered here. Division of labor 2:td respoo'il.;..Jdities 

bet'..Ieen these three assignments has never been clarified. 

It may be because of their multiple responsibilities, but a clear sep-

aratia:t of duties to·..;arc l5SAID loan reciptencs bec-,;een 3~i? depart::lencs has 

never e"JOlved. Lean inquiries are addressed to all supervise:y personnel, 

as are rE::~ues::s for advice and technical assi.star~ce. Recor::menda::ions cor:cern-

fng trerev:'sion of loan contract ::er:::ls, re;>aynent: sched.ules, and possible ter:n

ination Can like.'.Iise co:::e frorl a variety of sources. The a?plicatfons procedure 

has been reduced to a clear-cut series of steps :r.anaged '.-iichin the Department of 

AnalysiS 2:;.j :::?alua::io:1. It is one of the few to be identified within the ?ro-

3. Irlfo~2.t1on ?.e.source:s ..... ::!.. t~in the B~·:-p Credi t Prozra:::t. 
-----------------------------------------------.-------- ( 

uDies i:; char6~ __ of ~olle~s) anal:rs:L~ ?(nd~~n> $;J.pervisicn and te;j)

nieal 2.SSis~2;:.ce, a~r:l __ ac..ccu::..::..:f..;16. A.ll of these have :,een d'.lplieaced and e:-rte=ed 
.----

in the ap?e;:.~icesi the sour=es ~or each within 3~~ and the justification_~or its 

pendecd 0::1 t.he 3~2 rec:Jrc syste::t is inc.ee::: prodigious. :he infor:nation value of 
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co~?rehensive infcr~3tion syste~. A pre-requisite to this is that the importance 

and use of dated entry of unequivocal ite~s on si~ple report foros for auto~ated 

data processing ~uSt be taught. To overco~e th~ lac~ of usable data ~ithin the 

institution, the evaluation tea~ decided to complete a random sample survey of 

loan recipients. Conclusions on pp. 43-44 should be reviewed. 

4. Enterin~ the System: Get'tinz a Loan from the Bank. 

Applying for a B~~ loan is a process of n~tural selection. Many are called 

but few are chosm (see Tables 8-9). The BNP has developed an~~=step process which 

extends from first contact Co signature of a loan agree~ent "(see odd-nu~berec s:e?s, 
- -------

Table 10). T.'ere are also 10 decision points at which an application may be reject-
-------~. 

ed (see even-numbered steps, Table 10). Using Bank data, we estimate that a client 

has a.70 probability of being eliminated before preparation of his project study, 
-- --- -- --~--. ---- .-----------

and .84 probability of never arrivi~ at the po~~can-agreement 1s 

signed (see Table 12). At least. this has been the situation during the first six 

oonchs of 1933. 

Tne Bank esci~~tes that it takes 30-52 ~orking days for the ~uccess[ul appli-

cant (~ho has a .16 probability of success) to complete the process. Using data 

from a field sa:-rple sur;ey, the evaluation tea;:] concluded that- 60-1".'or}--i.nZ-.. days "las -------------------
the wedia~ and 90 working days was the avera~e ti~e required. ~Ti! duration of ---
the a~?lications process reached 200 1".'orking days for se~eral sample ' ~~~c~s! 

tion. 

And that is not the e:-:d. Following the completion of_a suc:~e:ssful a..2..2.1ica

there is a fur~her substantial interval of months ~hich intervenes before - ---- ---- --
the first disbursement is received. In general, this time is consumed by the 

legal depart=ent in verifying doc~~ents. 

Further evidence was ir:troduced (p. 64) to confirm that the rate of re

jection for ap~licants with cOJpleted project studies (see step #5, Table 10) 

has fluctuatec wildl:l since progra::J inception, October. 1981. The ratio of approvals 

to rejections ~as 1:1.6 at the beginning, and rose to 1:2.9 in the last half of 1982. 

It was argued (p. 65) that program oanagerrent was using the ap?lications process 

to attempt to counteract the high failure rate caused by withdrawal and ~ermination 
- -------- ----

of successful applicants who vere approved during the first _h§llf _of J~82. Bet'..;een 
- -----

the first and second halves of 1982. the nu~ber of approvals droP?ed from 77 to 37 

(see :ab Ie 15). 
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5. Ope~~cin~ the Syste~: Loan ?~rfo~a~ce, 1981-83. 

The inquiry comp~eted by the evaluation team covered the first 2L months 

of progr,".:n o?~=at.ion. The B:l? approved 192 loans over that int~rval with an ave:-

age 'Ialue of $24,043 (TabLe 15). Loans ..... ere characterized by wide range of. cases 

exte:1din3 f~om $5,000 to $186,000 in approved 'J".:llue (Table 16). Goals defined in 

the proj ect: paper indicate that there should have been 140 loc.ns approved 'Hi th an 

average value of $30,960 during that period. Only in the final quarter (April-
~---------------------------

for the final three months June, 1983) did perfor~nce approximate the target: 

- ---..11---wi th a mean 'Ialue of $28) 905. the m .. !.::::be~ 0 f approved loans was 
- - ----

~':ove::lent to'.;ard the ta:'get was accompli.shed by a conser'/ati'/e polic? t:::;r,;ar:i 

a?provaLs. S i:1.ce the thi.rd quarter of 1932, loans to exis ting f1 r::1S have been 

favored over ne'", ones J and clien:::.s from the: metro;Jo li tan area ha'Je "Ciceived pref

erence O'Jer those from the non-:::let~opo li tan regi-:m (Tab Ie 13). P.cior to the third 

quarter of 1982> a dis?::oporcionate nu:::-ber of lo~ns '''ent co food-related enCerl=l0e3: 

groce~i.es, ba~:eri.es and_~e.?J;£\:g:atl~s "..lhien (togettfcr ,Ii th meat, fish and pou Itry deal

ers) re?resent 28.6% of t.he total (see Table 20, 24-A, 24-C, 24-D, 24-F). Th~ ex-

cessive ?refere~l,:e for these cor. .. r:lercial ventur,~ '..;as greatly reduced in th~ l?tte= 

half 0: 19s2. See sUr::::1a:-y pcint3 b. Chapter '/) ? 82, p. 100 for additional cie-

tai 1. 

The cnact~ent of a conservative lending policy was e~ploined by discovery of 

the re!ationsni? bet~een a??roved applications and and active loan accounts (?? 

1 ~ 1 1 r,' " _'J ~ - .... ,.)...,.) ~ In ~able 25, ~e de~onst:,ated that the 192 a??ro~als shrink to 135 active 

accc~:1.:S Nhen the 33 loans not yet disbu~sed (29 fro~ 1933), an~ 24 ~ithd=a~a:s a:1.C 

Ar.alysis of these statistic3 (Tables 25-27, ?P, 104-107) confir~ed t~at t~ere 

~as a ~~~h h~6h2= failure raCe for ~e~ e~terprises---in fact, th~ee ti~es higher! 

r~rthe~oreJ the p~obabilitj of a ~ithdra~al or te~~ination befalling a dis~ursed 

102.:1. ',7as 5G~~ grea1:er au tside th2- ;::::.:t:-o;)Olitan region (.19) :haa in ?ana..-:ta Ci tj' (.12). 

In the ci:y of Colon, the ?robabiliLJ of failure soared :0 an incredible .S7!. Th~ 

(.12) O~ service (.13) enter~rises. 
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oetropolitan area. Favo::-itis:n displayed for food-related eru::er?rises has been re-

duced, and loa~s to Colon have been elininated. 

More than one-sixth of the active loans approved thus far have ended in ei-

ther 'WithdraHa1 or terr::ination, 'Which raises the following questions: 

1. Through what circu~stances did these failures occur? How 
could they be prevented or reduced in the future? 

2. Did the occurrence of all withdrawals and te~inations prior to 
July, 1982, indicate that these circu~stances have ceased to exist 
and that there wiLL be no more failures? 

Unpaid a::nortizar:ion seens t.o be responsible for the terminations reported above. 

Table 28 confi~s tha: the number of accounts delinquent for more than 150 days 

increased frcl!l ~n January, 1983, to 32 in July. The status of these current: 

accounts suggests that occuz::.rerce of t.err.ti.nat.ions has ~ 40 of the 135 

ac rive accounts ,Jere delinque~ to sO:cJe degree (Iab le 29) in ~lY. 1:183. 

Ho'..;ever, for the fi::-st six, months of 1983, recovery of payrnencs was 81.2;: 

of the a",ounts due ao.d payable on current accounts (see Table 30 and p. 111). The 

overall repa,y':",er-.t record, as reflected in th,ese statistics. is approxinate1y the 

sarlle as that of the Hinistry of Co::r:nerce and Industry's small business loan program 

The ~ICI progra~J of coursE:, does not 

attem?i: to ~Iaintain the same deg-ee of coo.trol over disburse~ents and supervision 

of business perfor~ance. 

A wajor factor in the dating of the unsuccessful ent~rp::-ises) and the recen~ 

abse::.ce of te:-::::inations, is the length of time required for approval of applications, 

and subseq;"tently, for disDurseme!1t to follow. Of 135 active loans, only 5 havE: b!~en 

appro'/eci si.nce January) 1983. Of: these) only 27 represe.nt full disbursement of the 

SU2S ap?roved (Table 31). 

~hile there are no substantial differences in tile size distribution of the 

192 apprm'als and the 135 active loans (Tables 16 and 32). there is a discrepancy 

bet,;cc~ the wean value of ~e~ropolitan and non-~etrc?olit~~ which is quite signif-

icant: $25,676 versus $16.792 (Table 33, p. 117). The magnitude of this differ

ence is even greater for industrial loans. In all cases, clients within Panama 

City have received QUch lar;e::- loan values. 

Acong the 135 loan approvals were 25 (18.5%) which had been i::. arrears for 

150 s or more able 29). One-third of these are io.volved in food sales or in 

fOO:1 process Ie 35). All 25 were ap~roved prior to the final quarter of 

1982. Houever, the length o£ t~~e required for disbursement followio3 approval 

con~inced the evaluation ~ea~ that ~ore recent approvals had not yet had sufficient 
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ti:::le tu til'le to reach the ISO-day deli:;quency level ',,;hiel"! defines the "high risk" 

loan classification (p. 121). 'rie expect that o'/er: the next se?eral quarters, a 

nurr.ber of active loans appro'led during the second half of 1982 -,Jill join the high 

risk category as the 1en3th of ti~e required beeo~es sufficient. 

Since E~? records were either lacking or insufficient for the purpose) a 

sa.:':'lple sur'Jey or 40% of the acti'/e loans ',,;as conducted in the field to gath€:::- in

fOIT.lation en (1) er::ployrr:ent ge::1erated; (2) loan in'Jest~e::1t per job; (3) disburse-

rrent of loan funds; (4) tecbnical assista:;ce; (5) characteristics of entrep-=-=neurs, 

and (6) explanation of thc "high risk" loa.n accounts. 

In the sarnple of 53 clients intervie· ... ~d. 1 ~O johs had been generated for an 
" 

average of ~4 per entemris p The project ?aper sets a target of 5 jobs per ed~~r-

prise. ?roj eel: studies cQ:7lple~ed by E~l? ;:;rior to ....approv3LoL.J::hese-lo3..-..s.-r".-roposes 

a goal of 5.05 Jobs per enterpriSe. 

is expected. This f:'gu:::e is reached .... it;';'out !':'.aking allo',;ance _f,?r _;:e~L'1a.t:..i-€tns and 

~·lit~drawal.s > since i t is based on a s~:?~~_o£ active 10a:1s~nly. Since 11 of the 

es continue ta close. 

sC:1al s~r-/ice T~"o:<kers (J2 .. 2%) ;:aises any dc~bt: abcut jobs pro~Jided---::.h,ese a=~ mostly 

restaurant and food ser~ice e~?loyees. 

The ccs.t of -e::lploreat genera.ted (Ta~le 38) ~ __ $3J)6J. per job .'--cor.1pared • ... ith 
-- - --- - --- ---------

bursed t~us far. ~hen cost per job is recalculatad on the bas~s ... . - ~ or: c:,so:"':'!:"sE::i=;:!1: 

to expect that when the balance of t~e lean accounts is ~isbursed ~ore persons ~ill 

be 

ris2. rr::;::: 1.2C to 
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are disbursed to sa."llple firr:ls. the cost per job .. "il:" rise a::cd will .eventually 

approxi~ate a figure close to $8,000. Tabl~ 38 also confi·~.s that jobs in industry 

are ~ch more ~{pecsive than those in c~~erce or services, as the project paper 

predicted. 

Disbursements have been routinely delayed for sa.'11~le firr::s until ter the 

end of the grace pe::iod. The e.edian grace period ~,O.I1J;~ but coulA'-pe as 

r:ruch as 20 _ But: ~of the sall];:2.1e waited for fro_~mQnt_hs t.o......rna:.:a.-t:.b ... atl.. one year 

before obtaining from 80 to l0Q1L..o.=--.thei...;;o-loae. fur-.":s (l:',,,br-e -':;:0) .. ' One iti:lport:ant. 

consequence of this is to reduce their a;:nortizatior ... ?ayments, s:':..n:.::e they have 

been charged fer the portion of loan received. This in turn has recuced the prob

ability of their entering the "high risk" category of 150+ days of definquency_ 

Control of disbursements, like approval of applic~tions) has been used as a 

management tool" by BN? personnel. Th~ ~rim3Iy catego~y of loan to ~hich it hes been 

applied a?pears to be the class which is collaceralized by eq~ipment purchases to be 

~ade at a future date with a portion of the loan. In these caseS, only a portion of 

the funds (suffiCient to cover the purchase) is released; the balance is retained 

until the purchase has been delivered and verified (p. 135). 

HO'w'ever, clients also try to manipulate the b.:ll.anca of._t.hei=--.acc:..o.u.:1.t.S...::o re-

amortization pa~ent has been pro-rat cy B~:P to correspond to the aOO1.:nt have 

also res£ricts the comp 

An inquiry into the provision of technical assistan:e discl~sed that the 

median nuc-ber of 'Jisi ts to clients .... as 3. with a range from zero to 7. Thera was no 

ficant dif=erence between visits to metropolitan and non-metropolitan clients. 

High risk clie~ts in the sa=ple were visited no more consiscen~ly and no more fre

quently than others (see p. 137). 

Sa~ple survey interviews indicate that assistance is of little 

end of the distrib_uJ;:J9;:t~D.S-b.:t--s-ize.. They need a higher quality of se-=vice 

than BN? can provide) if they need a'ly at alJ. At the 101.7 end (family-operated ence.r

prises), the infor::-..al nature of the bu~iness renders manager:lent __ E..;:.a.f.J;.ise~ ... j,!!a2.Plicable • 
• r 

There is neither provision of, not interest in, technical assistance at this level. 

Technical assistance now provided consists of ~asic techniques: filin~. record-keeping, 

payroll, ta.:-:: records, calculation of profit: and loss, etc., This is r::ost useful =0;: 
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recipients of ~~d-size loans who are making a sh~ft froa wage-work to bUSiness man-

agement. It seems ill-suited for those who have already operated a business success~ 

fully for a period of time. Specialized t~chnical advice or consultacion on nanage

~enc, m~~ufacturing or marketing is not available. 

}rost entrepreneurs were ow~er-operators. as prescribed by the project paper. 

During the course of the field inquiry. it beca:;,e clear that the iopt'ession pre',ails 

to cloud the reputation of the prog=~ an~ to deter persens without in:luence~ It 
:---- - ~ - - "-

was clear that many successful applicants had obtained earlier loans at cou~ercial 

There was no reason to .. -
needed the interest: advantage p::ovided by this ?~;)5!'3.ffi. :his observation does not ..,. 
apply to lou-end borrowers who have no other sou~c~S available. There was no evi-

denc~ that: project.s had been select:>::! "r P,~;? to r:::"2t ::e!"''''!.-niEY neE-cis or ;0 i.V'pr o ' / ';: 

local sU.,22lies ,of dorr:.es~=oduced goods 2".0 services (see Pl'. 138-139). 

High-risk entrepreneurs (there we~e 11 in the s2~ple) were of three kinds: 

(1) those H~ose predicament: could be traced to rr:.is~nderst;3.ndihgs concerc.ing d:Lsburse-

mants; (2) those ',60 led to obtain ti~ely technical assistance, and (3) those wi:h 

pro~ actri~ucable to business conditions beyond anyone's control. The rather scr-

ious nature of these di£ficulr~es 1 to the pr etian that £urth~r ~USlness 

ures a~ong the 1..35 acti:J'e loa.'l accounts ar~ able. 

Toward the end of the field work period, che evaluators becarr:.e a~are of the 

pract:ise. ot g= 

iJer A::1ong t.he 

(the sa;::;e nU:7'.De:r as nigh risk cases). The su 

?t"opr:"etors e 

The average 'Jah.:e of :he sa.':lplc loan '.m:.cn had been augrr:.en:cd ;.:i.:h a supple-

a star: the average value of 

hi :isk loans was $22,200---which is substantiallY below the ~ean ~cr the enc~re 

;27,33':;'. Clear 

loans. Only one of the 

1. 

risk loans was also in :he c2t~g~r1 of reci?ients of 

sup;; 

loai:':s 

second Gut-size loan of Sl31,~C 

~ith th23e two re~oved) 
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A Pro?,ra.":1 Assi;;:ss:::lent 

On the basis of the foregoi.:,g su;::;;::nary, and the reierences it contains to the 

~arlier text sections, the evaluation te~ has identified a nu~er of issues which 

USAID!Panaca and GO? ad~nistrators responsible for the supervised crecit progr~ 

r::.ay ,·;ish to address in the months .?head. T:"1e present sectic:l. c(.·ntains a prograo 

assessment which will focus on problems e::lerging from the evaluation. The fo11o ... -
I 

ing section will address oechanisos presently employed by BN~ administrators seek-

ing to deal w~th them and will evaluate their effectiveness. 

1. The .. 1~y_el:-q;_ap.p.lj.c.ati9n_~._t:~_~~i'y_ed by_~he _p;ogram. 

DJri~g 1983, the nu=ber of pros?eccive clients expressing interest in the 

program was given by the Departoent of Analysis and Evaluation as 50 per month 

(p. 45). Data provided by the departrrEnt affir=ed that 15 of these were advanced 

to tne point of project study pre.paration 

the first two quarters of 198:, approvals 

. . 
aurl.:'lg the same period (p. 47). Du!:'ing 

15) were slightly less than 6 per 

wonth. 'Ih.is is not quite sufficient: to _~~e_the-prO-;}eG-t:--?ap-e'r-qu*a-o§ -twenty 

approva1s Ee~ aua=ter. 

Other data presenteG in Cha?ter IV (Table 8) confirms, ho~ever, that during 

1983, the rej ectivIl rate fa:: proj ect studies dro??~d sharply vih~~ _~~pared wi en the 

second half of 1982 (D. 64): sp2cifica11y, the rejection ratio. dropped from 1:3 
~ 

to 1:1.5 ",-!tile the nur:::ber of approvals renained c::msta."lt at 6 per .;10. h! 7his 

suggasts that st2-'ldards for approvals ",.lere relax..:.d during the fi::-st half of 1983 ... ... ______ e ____ _ 

after having been drastically tightened during the second half of 1932 in respc!.se 

to the spectacular failure rate po.sted by loans appr::wed during the :irst half of 

1982. See detailed su~,ary ,-on p. 0). 

w'bile Bank. of'::icials refuse to discuss this issue s?ecifica11y, thf.'. ev.:;.lua-

tion tea.r:::t cone! udes' froQ th~ evidence set forth above that the mar:.agern~r:.::: of. the 

program re.",:ains uncer:::.ai.n_ about: (1) the nurrber of applictl_tions i.!: __ neeis ._to g~ 
- ----_. -- .. - -

w~~~r:::.um oU::;JUt (20 per q\,;arter) of loan-support.ed enterprises ...... ith a high probat;'_L· 

ity or success. This uncer::ainty can eml» be re.-:1oved by tbe deve10?'-'e.n.Lo.£-p.olicie.:::-*" 

inte~ded to regulate the flow of a?plica.~ts toward attair~ent of a highe= pro?ortion 

of positive outcOi:".es than we=~ obtained during thp. first y~ar of the progra:nt 

In sioplest te~s, if a ratio of 1:3 betWeen accepted and rejected proposals 

is needt:!d after ste'- ~:S in Table IJ has been reached to iasu:-e choice of st!c,:essful 

projects, t:len a :n..:.:;,ber" of e:-::Jressions of initial int'2res:: in the 9:0-,;:ra.-:1 2reater 
~ 
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However, the d~velop:nent of policy guidelines required for processing the inquir

ies of an expacded number of prospective applic~~ts wust be based O~ information 

gleaned from the first 21 months of experience vith the program. At present, EN? 

personnel do not appear to have processed and analyzeq that information. 

2. The di~~ribut~~~loans by size and type of business. 
~ --_ .. - ....... -,,-~ - -

The project paper prescribed a distribution ~f loans by size and type. The 

desired frequency by ty?e for the 323 lo~~s pro?osed nay be compared with the actual 

frequency by type for the first 192 approvals, as follotJs: 

Target and Actu~l =reQuen~ies: Business Ty?e 

Aporovals: 21-r.:onths Project Tarsets 

% by Type 1 
Hean Value 

2 
% by Tvoe. Hean Value 

Industrial 33.9 $26,471 20.7 $60,000 

COlr.oercial 35.9 '23,155 36.3 30,000 

Service 30.2 18,719 43.0 18,000 

TOTA.L 100.0 $22,679 100.0 $30,960 

1) based on 192 approvals in Table 19. 

2) based on 135 active loans in Tab le 33. 

Ac-::ong the aiJ?rovals to date, there is a substaat:'al e:·:cess of industrial ent·:;r?rises, 

and a deficiency of service fims. ~o·..;e·:er, the industries to ,,]hic~ loans have been 

provid~~ ~ave received less than one-half the average sum intended! 

I t is nc t2'.-lorrhy that ~he average loa.."1 to aL! .. _ente:-prises_ar:ong--the-l35 ac ti'Je 

loan accounts is only about_t''';Q~t~irds the-.targer.. mean .. Could it be t~at B~iP fC'...ils 

to recrui 1: at t::e prol?er 1e-.-e1- for::_?pplicant_eut_e_J::,;u::ises? The failure rate is higher 

a::;ong the sri'.2.1ler loa:. clients. BriI1.zing tD'" a·,e;ag" -l-oan closer to th~ target figure 

then might also serve to reduce the nunber of withdr~wals and ter~n~tions. 

3. The de_l.3:Y i~, -:'=ple::::er.ting approvals. 

It h~3 been frequen:ly not2d (Table 25) that of the 35 loans approved during 

the first half of 1983, only 5 have received disbursements. The iaterval of ti~e 

to-ttich £0110 .. ..;5 approval and precedes disbursement is not discussed by B~;P officials_ 

Ho-..;ever) it v70uld appear to be a pririUry factor in :r:otivating clients to r ... ithd:=aw 

from the progr~. It is also a reason for ot~ers to attest to the Bankls adninis-

trati~e res?o~sibili:7 for che poor progress of their businesses. Clie~ts have ob-

ta~:-:.eG. the they can receive 
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4. The. level o~ disbu=sehlents. 

By June 30, 1933. 192 projects had been a??roved ~ith a total prospective 

budget of $4,617,213. P.owever, only J,O~9,042 (66~~) had been di.sLursed by J1Jly 31, 

1983. '~rue, a proportion or the sum approved ,.;as locked in the 30 approvals made 

in 1933 and not disbursed. noueve:-, ar:lo~g the 53 sa.'7lpie survey cases all dr3',.;'!l 

fro:n the file of active (appro'red and disbu::sed) 10a.'1.s, only 78.970 of disburse-

ments had b~f:.n received (Table 38)! Only 27 active loans are fully disbursed (Table 31) 

Since there is no ade~uate explanation =or either (1) delay in releasing 

funds to approved projects in 1983, or (2) failure to release total a.'7lounts to 

tion tear:l. Reasons for this situation revievled_tt!_t~e __ tex~(pp. 133-135) do not 

equal a jus~ific~~~on for the-p~~e. 

5. The propor.:.ic:;L-o£ .cie.linquents.y . wi thdrawals and..t.e=:::.inations. 

Or the 192 loan approvals, 33 have yet to be disbursed. Of the re~ai~ing 

159, there are 2L ,.:ithdravlals 8.'1.d ter=inations (Tables 25-27), and 2S with levels 

of delinque!ncy equal to or ,greater tha:l 150 days Crables 28-29). 7h.e..59 cases-~ 

the, f~ilur~ or high risk categorl equal a1~ost one-third of the act~ve lo~n accounts. 

This ?::-:)por~of· failu;es ap?ears to-~~-u:;~~~;J:,able The a:-gu"nt:::1t that onli' loans :j:-
/ 

are- in tro~ble fails to =onvince th~ evaluators. - - - - -- -'- _.-.-_. -------. Only 

102.::5 :::e.de c.1;:-ly in the p=ogra~ ha'Je had su£fiCie:1t tine to get i:1to this r.ru~h t::-ou-

b 1e ~ Tir.2. ;:-equired inc ludes a?pro'Jal ti:n:e, disburse::1ent time, - grace pe::-iod tir.:e 

and an a~di cional inter·"ra:r. to register a signi£ica:1t ar::;cun~ of deli:lque::.cy. 

6. L~v:.~ of e;,lploynent generated-and. cost-par-job. 

Fro~ the sa~?le survey we learned that only 3.4 jobs per enterprise had thus 

fa::- been generated) not !:he 5 jobs per appro'''''ed 108.'1. described in proj ect studies. 

Only 67% of the er.1ploynent target has been reached in this sanp1e of loans iro:n 

the ac ti'.re aCCOU::l ts. I fall appro?als ,vert: irlC luded, the average would be much lower 

becaus:"! 0': the 33 unc!isbursed) and 24 railed accounts ,·:hich :-egister zero er.:ployr::ent 

generated. See Table 37. 

The p::-ojected investr::ent le~el per job fro~ the project paper equals $6,234. 

Tn;;: s2.:~?le data providea fig'.!!': of S8,063 per job (Table 38) if total a?proveJ loa~ 

~~unt~ fo= sa~?le fi~.s are used as a den08in~tor. Howe'Jer, if only the 79% of 

loans disbursed is used as a de:.ol.:inacor) then the average cost pe:- jo~ drops to 

$6)3~3. The evalua::i:xl tea.~ believes tr:3.t the LJ.:-ger figure is closer to the ult:'r.1-



154 

7. Progra..r:l costs .. a..l'"ld inter:1al rate o( return. - ... ~ - -' ... " . ....--

Because the adr:\inistrativ~ ,;osts of the USAID!GOP supervised credit: progra..'11 

are co~uingled with those of t~o ot~er ?~ograws (p. 16 above) they are apportioned 

according to a formula (p. 22 abo'.'::) vhich assigns 38% of office expe:1ses at the 

Gerencia E;ecutiva de ~esarrol10 Local (GEDEt) to the ?rog~ama d~ PLaniricacion 

y Generacio:t de Emo1eo (PPGE:). or supervised credit progra.-n. No basis for this 

fo:c:r:ula was provided to the evaluati6n team. 

Because of the retenti'.Ie attitude maintained by B~~? about fj·; .. "l.~i-a-:b-in£oC1-

ation pertaining to both clients, loans ~nd administrative costs throug~out the~val

uation, the sensitivity analysis requested by USAID could not be provided. Ther~ is 

evidence to indic~te thac the PPGc office does not have the i:tformation requested; 

at least, not for more than the past six rr.onths. 

In Table 41 oppnsite~ a ledger sheet provided by the Depart~ent of Operat~or.s 

for the first six nonths of 1983 has 'been abstracted to show profit and~ss. The 

project paper (pp. 30-31) provides guidance concerning the anticipated race of 

return. I t is expected that the equi librium point. ;.;i 11 be' reached "before yaar 

fiv_a of the project ,.;hC!n tot") jr~~;;:e and total expense are equal as illustrated 

in Chart Xo. 3 of dnnex XI. The break e'.'en point of th2 pro; ect '..;ill be rec.cheL. 

hC.'.J2 been cover',2J. 1t 

0:1. this ri:::\2: sc:--t2dule, on2 s~ol!ld ex:pect t!lat t~c project 1 s cu . .cent balc..n::e 

sheet s~ould still be i~ def~cit status, si~ce the ti~e elapsed for cos: reco~ery 

is still 12ss t:,a:1 t:·;o )"ears. The c~a1:t =ef~rred to above (~~produced as Table 42 

opposite) appears to gi~e the equilibriu~ point an antici?ated date approxisately 

4.i years into .the project. ~ith t~ese Gualifications. then, the foll~;.ling ObS2=-

',ations f=o;n Table 41 snou,ld be eXiJec:ed: 

1. The balance generated by subtracting total costs (Gastos) fro;n total 
inco~e (In2=es05) in both quarters is a ;ninus figure (S2,059 and 
$13,682) . 

2. The rate of re:~=:1 (Tc.s.?.. c.e R.~~c.i.i:"-i.e~tQ) for botil qua::"t.e!:'S > li~~e",.;i.se, 

is a 8inus figure (.086 and .732%). 

Fu:-the:::- cost da:::a '..;it;" ::;ore co:::?J..ete entries should be avai2.a~le fran .:k"1 

in.te:c.al a'.ldi:: c:::r:::?let2d by the 3ank during the fi:::-st half of 1983. Eo~.;e"2r, the 



w 

~ 
~ 

~ 
j 
'I' 

~: 

f 

~ 
*' \' 
:\' 
,\ 

>:-

t 
~, 

~\ 

t 
~( 
'} 
f" 

~; 
>:-
)', 

~; 
r 
~, 
~, 

~ 
).~ .' 
\\ 

t 
t 
J.~ 
~, 

t 
~, 

.~ 

i' \, 

i 

n :" n .~ 1 >- 1 t/) '" t >, J I (n 
( I ' j (..'~ C) ;1.............. ,., '.' cr· 
, " .- -) Ln • 1 til n Ll .;. .-) t J 
\- I I ~ t 1 :,.. : 1... 'l &- (: ':t 'j __ .. j 
I.' :" ':- -., t -, ~ 1..' t·, " [-, I () 

l/ I -- t , ~ I ). l~' • :,.j 
.: "lJ 1'1 t, :,. ~. (" II ',- II 

• -~ 'll \,.'-) (q ~~J t .... i \' ;1'" :1 [" ~ II 
~ ~ :.I..J ~J' l' 'I' (!l I' I' 

;" (-' l 1 ; u t 'I ~, • I II •. j I 
,~',!c'r'1'-'\I''l ;'\-. II ~~ II 
n l,-) () t:) :\1 I·, j' V) II L' II 
I' • -l' t- I CI .~~ ,. II I--~ II 
11) () :\) ',- '< i'- ". L' :'J I' 
•• ! I I • 1 (f I > I ! I) ". .:' I I II (t 1 I 
C' ',-, ", 0 t" U (J 'i' :. 1 " n II 

'oj t-·,· :'-.1-' I·' ',' ,,>C I' .. j II 
"1 .--j C) 1', ii' ,-I , (.) II 
:.J ~~ c):o ~I (j) II 
."~ 0 ,< t j II I' 
;,. o--.!l 'i' 1 1 I' , 
• J >":U I , 

':' 1'1 II II 
• :. n II II 

'r I " 
>1 II " 

t' " II 
, II " ,. I' I' ~. , , 
>/< " II 
~, " " 
~: II II 

1<-) 
x' " " 
,~ II * II " 

I ;~ -...) I " 

GJ (;"'l 
;1 ~ f I" 
l/J til 
• I·-j C,C) 
Ul L/) 

:.: 1-. 
;... :.~ 

nu 
)-1 ,-, 
() : ,~' 
, • I' J 
:,. ,-) 
I'" • -j 
III 0 
lJ) III 

J.."'- t--' C..>· N 
l,) '-.J 1.1 0 0 Lv 
'J' 0 (1'< \l) 0) (t) 
1--':, -...1 C\ Lv 0' LJ. 
'J' ,_T' 0« lil l.) (i:) 
f- ',J \..11 J' 0 l..) 
---1 ,n U' VI .~ -...) 

N ~, 0 " ~ II \.0 
o ~, .~ I' ,~ II ..... 
III J' 1'-1 I L0 II L.J 
\{) .~' 0 OJ OJ 

~, II II 
t,1 ,II Lv N 

I..~) ' .. j (1\ t--' 'J III 
( -, '--.I \..) I,' \..,) \..II ~~ 
c:, ~.~ ~ I<-l >--' (0 
C, ',J tJ '-.I tv l.) 0' 
1<' ". 0' '.D lJ 0\ 0.1 
w"':)C)OC"~)N 

1: II II 
" II II 
J OJ" II 
~, ,--, II \0 II \0 
~( 10 I' Lv II l.J 
" 0 I ~, II .t~ 
~, qj II $> II .1>-

~, " II 

* I' " ~ , " * /I " '" II II 
)~ I' " J., I II 
\\ II " 
~. I' II 3' I II 
" II II 

i II II 
~\ II I' * II I 

~ II II 

II ~~ , 1-, 
J /. ~ 

II )-.-1 
I l-I 

II :.: 
II l J 

n 
II I'I 
II '·1 
II :,. 
II 
/I t"J 
!I H 
II :0 
II til 
II n 
II .-J 
Ii :>. 
/I 

Ii 
II 

Ii 
II 
/I 
II 
\I 
II 

II r-' 
" 1<-1 
" 0 II +' 
II j'-

II 
II 
II I 
II "'-1 
II l:--

II ,C' 
I l,l) 

II -...) 
II 
II 
II 
II 

II 
" " 
II 

II 
II 
II 

I, H II 10 

II ~;! 'I 
II l· I, 
I I' II G) I 
" :,. iI 
" V) II II • 'J , 
Ii () II 
II til II 
II II 
" U II 
" H II II :0 II 

II t I) " 
I () " II ,.-J /I 

II 0 II 
I' V) II 

Ii II 
II II 
I Ii 

I
' Ii , I' I ,i 
Ii " 

" " II II 
II " 
" II " I' II (J\ I 
II 0 II 

I' \I.) " , ell II 
, tv II 

" I' II I 

" II II II 
" -...) II Ii I-~ II 

" CD II 
" (1'< II 
II VI II 

" II I, II 
I II 

" 'I " , 
II II 

" Ii 
I' il , 

" , I' 
I
, , 
I II 
II II 

I' 1/ I II 

II " I: II 

GJ II r- II [n II 0 :'- ,·1 I (-. ,. I 
(/l II ' .. ' II t,j I' : '-.' '-J I ,., II 'I I I., 

~! 0 0 --0 '0 I' ~( f'i 'V ~1J ~'J tl) I 'r' 
(/) [" f-f () ;'J 'f 
1"1,': (-j:-: U) II 'I' 
;') :,. t-·, C) 0 I -\' 
< n ~.': C) :,~ /I ttl 
:'- H :,. t·; :,. II C-) 
ttl 0 0 t' II :1] 

<..) " H II c.\ II (f) 
II t_.' , '.J Ii 

"1 " :'- " > II 
H 1/ l) " ,., II 
~ ~ II - II II 
',- II C, II C' 'I 
J.. II . \I II '0 " 
() I I 'I II "1 II 
H II it) II i~' II 
I' J Ii .,. II " - II 
;u II 'I II I-I II o , H II H II 

II : II: II :', II ;1_ " 0 II 
t·-j I " " 
t:J I II II 

I II II 
II Ii 

II II II 

I' II " 
I I' " I I " 
II " II 

II /' " I ! II 
, I II 

" II II 'I /I II I I, " I II 

II II /I 

I " " II I'· II I 'VI II 
-..j II .f:-- II lo,) II 
.I:-IIVllIlJlII 
v, I' \D II l.) II o I ~:-- II N II 

II II II 

I, , II 
I I, II 

,I " /I 
II ,~ " ()\ /I 

en II (J\ II l.,) " 
cO I' 1-' II C " 
UI I t--.\ II c: 1/ 
\I.) II (1) II 0' II 

II II II 
I 1/ II 

II I II 
II " II 
I' II II 
I II II 

/I /I " 
II /I " 
" /I Ii 
II II II 
1/ " II 
II " II I ' , 
1/ It II 

I, " " I I' /I II I II 

:..- '.~ "tf) 
t'l v) 

.I>-.I:-N 
'-0 I-_J \.0 VI 
N0'N-...) 
~ VI LJ1 0' 

,., ... ~ 

e_l 
I·; 

(: 
l' 
GJ :.. 
C') 
f--~ 

~:~ 

II Vl 
II U 
II (j) 
II 

I: 
II 
II 
II 

II 
II 

II 
it 
II 

II 
II 
II 

'I: 
II 
1/ 
II 
II 
II 

.I>- II 
eli 
\0 /I 
~> /I 
VI " 

" II 
II 

I-' Lo,) " II 
N ~!l \.0 UI 

t-~4 0) f',) ,,"-' t--' ('0 
('00\ N 0 (1 () 
Lv J:-- VI J> '.0 -...) 

II 
II 

Ii 
II 

" " II 
II 
II 
/I 
II 
II 
II 
II 
II 
Ii 
II 
1/ 
II 
II 
11 

}-1 II 

01' ... J , 
~. , 
t- II 

II 
l' /I 
tIJ II 

II 
I·--j I' • - I co) II 
'fU II 

'1 " (Il II 
o /I 
(j) Ii 

II 
II 

Ii 
II 
II 
II 
II 
II 
II 
II 
II 
/I 

" II 
II 
II 
II 
II 

0' II 
()) II 
'-' 1I 
0\ II 
t-, II 

" II 
II a, II 

Nil 
1,11 II 
N II 
-...) II 

II 
/I 
II 
II 
II 
II 
II 
II 

" II II 
II 
II 
II 
II 
II 

Ii 

llJl--l H 
P! :.~ 
~~ ~·.l C) 
loJ t" :\) 
Ij 1'1 

,--, (/1 
()HO 
~. -~ ~ ~ tJ) 
o (I) 

• I ," 
(I) ...... , ." 
t) u ;.\.' 
()IOIO 
,-. 'U 1"1 o c~ 
I ', .. f,. 

1"1 I U 1'-' 
C) C) " 
() :\J l!J 
>,;:: ... , 

PI 
(jl 

...... 
lilW 
'-0 I~ 
0\ VI 
.I:-'-O 

0' 0) 
-J lD 
\0 VI 
N-"') 

II .-J II 0 II H II 

II 0 , .-; I'" II 
'"I I :'1 , l;l II 

II :,. II 0 II ;\1 II 
II c-' II (/l II I r: II 

/I I' II lil II 
II H I H 110/1 II :.~ , ~-: I V) II 
II C) II ('J I II 
II 'v II ~v II t:' II 
II f" II t'1 II I q II 
" V) " (I) !I II 
IIC~II()lInl 

II t! I I' (J) II ;1" " 

I, I lI:c /I 
I \:") " II, 'J /I 

I' H II II P' II 
I ~tl II /I c" II 

II t" II 1I;v II 
II n II II II 
" '--! II II II 
II 0 II II II 

II (fJ II II II 
I /I II I 

1/ 1/ II II 
II " II II 
1/ II II Ii 
1/ I " II 
II II /I II 
II II II /I 
II II I II 
II I II II 
'II " II II 
II II II II 
II II II " 1/ 1/ /I II 
II " II II 
II .I:- II II.I:- I' II co I "CO, 
11\.(."111 11\1.,11 
II l,) II II l..J II 

I, (0 I' W " lJI I' I I II I 
" II II II II II II II 
II II II " iI .I:- II II.I:- II 

I-j I-I ()" ~, ;:' 
',~ ~". C' Ii >1 .~. 
C, •. / : : II ~, ~, 
·v~~t-~IJ ~,» 
('1 ~o til II ~, ,', 
(fl :': I--~ II H ,~, 
C' III 0 I '. ~ ):. 
v) t-'" :,~ , c) .:' 

(" II ~Ij ~\ 

" tlJ ,~ 
" (I) ~, 
II C) ~, 

II l'~ ,', 
II ~, 

r' t:,. 
,': (,') I" 
C') ;;. 
', •. / VI 
f~ :', 1>1 
t': t:J ;~I 
tn c.-: 

ll1 I .. ' 
r. 
I-I 

.I>
eu 

N-"') 
1'...) ,..-' 
o V, 

o 
(jl 

II ~, 

II ~, 
II ~, 
II ~. " ~, 
II .~ 
II ,;, 
II ". 
II ':' /I ): • 
II " 

I, " 
i >:; 

II ':' 
II ':' 

" II 
II 
II 
II 

" II 
II 

II 
II 
II 

II 
II 
II 

~, 

~: 
~, 
,,~ 

) ~ i 
;:, 
~, 

i' H 
~, 
,~{ ....... 
):( '.!) 

~; OJ 
," l..v 
Ii' 
~, 

':<H 
,:. I-j 

/I C" II II 0' II N 
.f:-
C.I>
j'- 1'...1 
"'-' Clj 
(.IJ L0 

II 
II 
II ,; . ......, 

':' \l" ,., H_ 
'I (~II ;~ 1/ ..... J II 0 
II 'I II ...... II o· II V' 
II OJ II N II 0' II U, 
II II II II 
II l! II II 
II II II II 
II II II II 

II I' II " " I II II 
" II I' II II II , I 

II II /I " 
I /I 1/ " 

1/ I' II I' II I 1/ I 
, II /I Ii 

" " I' II II II I 1/ 
II II 1/ 1/ 
II II II II 
II /I II " 

" II 
II 
II 
II 

" " II 
II 

" " II 
II 
II 
II 
II 

I: 
II 
II 

):. l~' 
~:( 

>;. 

" >:( 
):; 
," ". 
)'( 

'i' 
',' 
,~ 
)~ 

)~ 
~; .,( 
~, 

)~ 
~, 

~, 

\",. 

. (' 

~\J 
l<t 
to 
( 
c: 
:') 
n 
[') 

"q 
t-· 
("I 

': 

'u 
:~ 
o 
"J 
,-I 
,---j 

S 
Vl 
tJ) 

'" ~: 
~ 

r;' ,-> 
~I 
l'l 

o 
"1 

'lJ 
f'l 
~ 
~ 



CASH FLO'..l BREAK EVEN pona 

Cumulatl.ve 
Total 

B - erea~ Even Foint 
+ 

o~--------------------~~---------------------- o 

4 

" 
.' 

II 
/ 1 

\ 
\ 

\/~ 

8 

I. 

I 

I, 
I 

I 

;1 
I 

lO 
I 

A ~ Equilibriun ?oi~t of Operacio~ 

Total 

-":,.l r 

IJ l~ 1.8 2(, 



157 

8. Le'lel of inro::-r-..ation-· abou t the-prog=am • 
.. _.----'---

The lack of in£or~ation in che files of the Depart8ents of Supervision and 

abo'h~ (P? 36-37). A gene:.-a: ccncl'..lSion is t~at data are lacking_for _~oughl:i-5W. 

of the active accounts in both Depart~ents. This i5 n~t a judge~~~t of the ~litY:t-

of the eata, but m~rely of the presence or a~sence of any data on this critical 

subject area. The folloWing state~ent (p. 43) cannot be· i~?roved upon so it is 

quoted he:.-e in =ull: 

Tnere a::e no t:i8e 1eveuntrie_s -.;hich ,-,ay h'" ?l .. ced i:l-se.qu.ence 
to reflect g=~,:-t tre~~s O!::" ?att-2~!"..s ',.;ithin th~ ?-ogra::1. For:' ex-
2-spl.e, it ,·:2-5 not t£lOC!git rH'!c2ssary to reco:.-Lthe date-on ,.;hicn.. 
client:s .tiled their loan 2-pDli.catioLl.s. The interval between date 
of 2?plic3.tion ar.ut_.slat~ (measuring time elapsed in the 
revieu process) c<!nn.o.J:.....be.--;;e~':. eo. 

Costs of addnistering the USA-ID-funced PPGS have nC'ler been sep
arated effectively fro~ those of the others within the sane office: 
FOn:::,·; ar:.d BID. 

\·:he:1 r2c·:)rded at all·, e:7lploy::oent data have been reported only once 
for each client. The date for rep~rting has no significance. It 
does not t2t:e ?lace si:·: :::onths after first disburser;.ent, and at six 
r:10:l th in t e::-va l s tner-ea ft er} £0:: c:':~"J? i.e· .. 
T~c:::(! is :'.0 ti:;-,2 sc:::i.e.s d3ta for any variab les in tlU:~ syster:l e:-:.cept. 
fo:- eli sou:-ser.::::llt s 2nd a'-:lor-tiz·ation payr.le:cts. 

Esta~:'ish.-::ent of tre:cds in the .orogr.:L"7:. <!t this point \·l:)uld require 
retros?e=ti~2 efforts to recover events occurring since October, 1981. 

The Dost ir..portant conclusi::m reached by the eval.uation team was the one 

with '·::ll.C:1 the study .-7as Deg'..:n. The follo,,;ing quote is fron our mer:lO of February 

25, 1933: 

2:nitiating suitable in:oIT.1ation gathering procedures, 8utor.1atcd data 
proc~ssin~. an~ standardized rc?ortin; operations at th~ earliest 
poss:'blc: o<!te. at E:i? is a high prio1.-ity o!Jjectbe. 

Only the ?=iority has i~c=eased 3S a result of the evaluation now co~?leted. The 

ruci:-.... e:cts 0:: a sui:.::a~le infor7:3.t:io:1 s~'stem haVe been prese~ted in Appendix J of 

Co~~rols a:1d.Su~~orts for Client E:1te=~rises 

A-wareness 0: the pro!Jle;;;s ~escribed in poin<::s 1 through 8 ~bove is rr:inirr:al 

at ::;::? bec;c·,lS2: of the lac~ Clf infonnatiou which p::::r7ne<ltes th~ operation. It is 

not ;'0ssi~ 1'2 fo~ the..-:1 to add:.-~ss ?oint.s rais2d uncle:::- 1 through 6 a.~ove without Dore 
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in£or:r:ation than they have ~t: ha:ld at present. There is a general a~areness> 

qU2ncy ano:>.:; na..'1.Y current accounts Hhich may be on tbe ed3e of fai lu::e arc too 

This awareness is based more on an intuitive grasp of the s~tuation than 

However, in April a compre-

hensive revie'..J of all acti'Je loan <!-ccounts -...-as undertaken by the. DetHrt~nt: 0 f 

Supervision aC'.d >~oni toring ~.;i en the followins.- r.:.::sul.t.s. 

Type A. 

B. 

No prbblems discerned in their 
operation or repayment perform
ance. 

Small problems in their opera
tion but nothing se~ious. XO 
lengthy delinquency. 

C. Serious problems in administra
tion a..'1.C delinquent in repay-

D. 

:7te.nts. 

Loa..'1.s still in p~OC2SS, not y~~ 
disb'..!rsed •. :;0 proD less. 

Of the 77 approvals 

26 

12 

29 

10 

77 

't'~ e do [,.0: ~:lc':.; ·~n:l the re .. .r:.e ... ·; ~;as only i:--.. ~/olvt::d '.-lith 77 of t~e loan ace cur:. t.,s • 

c~~:DLs a~d ~u~~~~:s ~~~ch the 
.- ------------~... -- ------- ----~ 
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1. Selection proc~dures. 

I~e fi:::st type of cO:1trol 2.vai..lable to the Rank is the sel':!ccion a:::ong a?pli-

cants, ~hich is la:::gely in the hands of the Department of Analysis and Svaluation. 

There are three di~ensions of selection exercised be:ore preparation of a project 

study in response to questions addressed to th~ applicant upon first contact ~ith 

a. Type of business 2:1C nature of fir:n..: _ ne',.; or existing. 

h. Location of business activity. 

c. Size c~ io~n to b~ r~qu~sted. 

The projec: assess~ent just completed (p. 152) has pointed to the need for 

greater ca:;;:.e :; .. '-L.C_t"lOosi.;}g, tvc:>e of btl.§j:..~~ss ar-.d . ...:'i.z-:=_oi loan if th~.Ais!:::ibl.!t.i9n_ c_ri

teria pr,::scf1::ed..in. ::.hep:-oj ect siesi;n c:.:ce to '0,:: ::ea1ized. The analysis presented in 

earlie::- portio:ls of the stedy a:fix:-:::s t!iat tj-?e, size and Ie-cation L::ctors are all 

i!':1portz-:lt in Jeter2inins Ci proj ec t's SucceSS. Ente:-prises .which are non-r.,,::=:-op,")li tan, 

S~al} ~1"i,.r! c::-.. ___ 2:-c;a1 ';~., ,.." art1ro?_ :"2-',_ r?_::::...=::!.nt t-hp C'"-c..at"st r's'..- 01:- r-a'l-·''''''P (DO 16.6-1L 7) -- -- _ .... ------- "- - ... " ---- ---'--~"'-. ~ - c-- - -'-.. ,.. ~-- •• ' . ,. 

Jescri?tio:l of ~ro~edu:-es ~~ployed in gettin3 a· loa~ from th2 bank-(Chapter 

III, ?p. 49-50) coe.fir::: that all th2se criteria a:-e employed by tne c:-edit :;;,nalyst 

.1,,!nli~~:::':;, ;:-;;::,;;e';..e:-, that_2,.lL analysts are in posseSSion of adequato::: de.. ------- conc~rning 

They follow regulations concerning 

types of applications to be excluded. They could also be trained to recognize and 

encou:-a;e the types of 2pplicants who should be included: industries, larger scale 

p rr" - --- . , 
The seco~_ opportunity to exercise selection pertains to the prepa:-ation and 

evaluatio:-: of the p::oject st~ciy. The folloY7ing parts of the study provide ample 

posals: 

a. Plan o~ investment. 

c. Pla:l of ?3..Y7."'.ent. 

c. ?in2~ci21 ~nalysis. 
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'The in'le:<tory of project S - .. ~,· 
'-- - .. / cosponer: t s and their uses in 

ducision-makin~ process are revie_~d on pp. 3~-:3 above. 

s~ch.s:.at.eg..c.::i.a::i-aS_~_9Q~S tru ct i.on) equ i,?:7':en t and '-'o!:'~ing C<l? ita l. 
- ---- -~. -=..---- --

Lack of sufficient 

\larking capital has been a frequent co~"lain;: 0: ?:;"op::ieto!:s of._l.oan-su.?ported ?ro-
---------~--- - "-- - -.---" --~-.--~ 

j ects. This complaint should be considered in vie~ of the di.screpancy now e~i.sting 

bet~·]een the a~erage approved loan ($2~,O~8) an~ the intended average in tile pcoject 

desi6n: $30,960. There is apparently some latit~de for addition of ~or~ing capital 

to i :1'Je s t:::ent p 1 an. 5 • 

The section on 

no t cc::?i;air:1_c;n.:y.......state~et:1t ?e!:'taining_to.-types- of. j OD s, '..l_age_le'/el s > or logica L re la

tionshi? of loan funds to expa,1sion of e:r:ploy:::e::t r;~q1Ji::ed. The failure of aC:::"'le 

loan account 5 to !:',eat targets for gene:::ation of e::,.ployr::ent: can b'.:! traced in ?a::t to 

the failure of the project study to take this requi::e~ent seriously, The ores~n!: 

T.-!hether the relationshi~ ~eL:.]een the size of the loan and· oro 12Ct"d e:nploY::'2r'.: e:-:-

Tr.e plan of 22i.2.:...::5.. bas £::equently saddled ?:,o?r:'e:tors ;:ith a la.:::-gr.::l: ~onthly 

allo~=d to ~ clie~~ to 

Li:'cral collate:-al_ ~3::ti:=~~e--=l""1ts ~,~2~e :'n.te:1:'2~ by ?roj~ct desi6::~rs at :":S_:'~-=J -----:::.-- --

This in:enti~n ~as 

their f~nc3, a~d ~~e~ 
- - ,.-- .. -

The conclusion ~:::o~ this ~ould see~ to be 
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It was noted at the end of Cha?te!:' III (p. 43) 

satis~ied w~th e~isting procedures a~d ~ill ne~d to be c~nvinced that 2odern!-

zati':)rl (::;y;;:c.:t::J:-:-,3,!:ed c.at:a processing) ","ill provide b~ne:ir.s to thE;:;-.• " 

true e'!,2n though syste:::atic, tioe-L~',fel obsen:2tions by controlled r..eaS'Jreoent 

across the entire loan portfolio is al~ost co~?Letely lacking. Do:::spi::e this 

absence of hard statistical dat:a. Banl~ pe!:'sonnel are con'liC' .. ceri that t:1ey "k.no~,;'J 

their clients. 

Tll€: e):planatiCin for this is the e:,,:crerr.cly high level of i:lforr:al co~:::::unic3-

U':1it~ :.;:'t;"'irt th~ 3:i? ~'ihi,:n nai:-ltain clOSe and rC!6'..!~a~ co~tact .. ..lith clients~ 

Analysis/~valuati::Jn) Super~ision!~onitorin3, TechnicaL Assistance, and Collcct~ons. 

During our tnter'1ie~'ls T..}ith r::e:7'~ers af th2.se units at the. Eartk) clie.~~s ca::-'..~ to 

~no~ they a~~=ess their r~qUests for advice or assistance. There is no a?parent 

.. , 
qc.est:o:1s, 2.:ld in ;Jay-

~~2t on :h2ir loans. 

sta.:£ of 

Tab1.e 43 

Visits to Cli~~:s 
I 

D'J.r: i!1; 1 ~33 L 

.) ::.n " eD ;,'a:::-o: :-1 ,t;.:-
~. - :<2:; ,j ~..: l:.-::: 

.1 Q 34 /' , SO q"') 19 -' Ol. ~ ..J 275 

-'- ~ j+ J. 

"" * 1r. , .., 95 64 79 .. PJ 1.. I i.~ 299 

57!. 4 9 -, 7"'- 14 ::> 1.56 S~ -3 -'- ,J 

·::s:' :s 
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It is a facet of the Dro?ra~ '~ich . -" 

Ho~eve=, th~re are also di££ic~lties for ?r0gra~ ad~~nistr~tion which Ban~ 

8. Lack of specializ~:ion of services. 

b. Individualization of solutions. 

c. Co~?eti:ion for clients' pat~on8ge. 

------ -" ----
Assis:ance i.s su??o3ed to co~~e7 in£o=n3:ion on bUSiness adoinistration to the 

Both ~tte~pt to re-

?-='!':'_?_::":_J..:..!:o=s.~ .. ~~:._q.~.e aCCOU:1.ts h3o..rf! DeC:CJ::-l.e d~linqt;e:1t .. 
. _--.. --.--- -. ---. 

Or:e is lei;: 

If so) 

0= l~~o~ (see P? 2.2-25) .. 

This lea~- tn ea~h client gettLn; a r'~son21-

, . . .. 
:--ll:; p:::,o:> l.::::-:-:S .. ti~e sclu-

l~-:,! Ir..C:i'/-:-:11-1a~iza:~_o~ 0: sol'..:.tic:::.s ?rohib~ts acc'-1rr!ula~_ ,_ f e:<pe:rience · ... ithin 
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in identical ways by all. 

?t:r:::'.)nCllisr.: La dC3.1ing uitn 3. client's needs ine'Jitably le3.d~ to co:::petition 

a~ong Bank e~ployees seeking to retain and hold th~ patronage of par~icular 
_. _ .__ -_ _ ___ w •• _ __. 

loan 

custor.:.;;rs. Owne:::--operators ';o7ho are comfortable in a "patron-elien.t" relationshi? 

Hith a B:lP e:np..oyee, conversely, wi~l be __ regarded--Cls-..!..'-gooo custo:7lers". T:lOse ",:-to 

resent the implied inferiority of the position in which they a~e plac~d vnll be 

defiaed as "bad. custoL::ers" and may be denied the sar.:c level of - su;::po!:'t a'1d ~~"3i~~-

ance as "good customers'L recei'n:i-: 

Some of the assertions made above UlUst be considered as speculaci'/e sin:.:e 

they e~erged from casual conversation with the resDond~nts to cur sa~?le ~u=~~! .)n 

oatters ;;hich Here pe ::-ipheral to the survey questions the;nselves. Ho:.;ever, the con.-

elusion at the evaluatio~ teas from the entire series of contacts with Bank ec?loy

eeS is that personalism rather t~an professionalism guides a good deal of their 

interaction with loan recipie~ts. 

'The Autor.lated I,tfor.matian System 

The e:-:isting forr~al r:lanagE::nent practises t:i::rloyed to guide the su;::en"ised 

creJi t prog:".'1:7'l are on~-c.i:::e:, si O--=Lal .. 

----
Th~ only primar~ 

loan ~t ~?~c:':';r in .... :=.-··als i2 t: .. C"'.:.) •.• e..t"- • ..:...:..;i=-d. ,-:-- is the only p~riodic inf0=~3.-

tion scurc~ providii1g a ,,:""a5:..1::-·" or per:orr.':'1I1ce on all aC(:QuJlt,..S -r y~' ; ,... ~ 1 1 y, .... '1,...,.~2.y-

/ '1 
tion. of the d2li~~e::c:;, e.g., an inventory -S~i?r.-,2n:: is late 0:::- a bO'lern"~nc 2cco'..!nt \! -----

";nas r:2.E_ye_t _ be'2:l paid; (2) assuranc:! that oa>:0':.':::: ,,~ll_~~ !ladG by_ a _ ~£~l_~~d fu t'J =e 

.date; (3) recognition that a serious problem exists dna revision of the ter~s o~ the 
--.-- ----------- \ 

'-loan ma:.r be necess.Tcy (acijust:::ent or the a80unt and -;'iurr.ber-·of -pay::-,en.ts). In the ) 
first two cases, little or no further actior: is taken hy the Bank. 

To :;ain a greater deg~~e of con.trol over the progra:n, thus i:1creasing i ~s 

l~vel of pe=fo~~ance and ~ore closely approximating the objectives of tha projec~ 

desi..~;n, a ;;;ore adequate le'Jel or i:lfor::lation mus:: be obcained. Speci:i.cally, all 

the followi~~ ite~s s~ould be r~ocrted for all active accounts at ore-arranged in-

t.:::r:als: 

role in t~~ loan-suppor:ed 0nt2r?~is~? What other jobs does he/she hold at t!:e 
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ported le-,lel of nonthly hO~SehOl.d inCO~l~ of the Ds:::-::o".,.,er? :;ho really :--t!:1S this 

Dusiness (t!1is questio:1 is especially ir:qort<1:1t wh,:::-e the o~l::te::-/borro'.-Jer: has an-

ot~er job as ~a::tay of them do)? 

2. Cha::t3es in the conditions of conducting the business. 

The total scope of business activity in '.;hich a c'Hent is eng;::.ged affects t:-1E:! 

prospects af his loan-supported activity. Many are engagc1 in cultiple enterprises 

and the character an~ co~position of these cha::t;e over: time. Volume of sales. 

busi:1ess receipts and ractors affect~ng the profit ~argin of an enterprise are also 

subject to cha~ge, e.g., the requiremen: to n2gotiate a new lease for busiDess 2~2?-

lated factors a::-e actual c<.!uses of failure __ ~~ nake _ffiontb_lr-par,e:1ts. They are also 

conditions which ccnt::-ibute to capacity of a firm to absorb a~ditional cre~it as an 

adician. 

3. Cha~;es in level of e~?loynant generated. 

The relatio~ship between business growth 0r reversal and jobs created 0::- tcr~-

inated is \'2::-)' c!y~a .. ::.ic. Both ;::~e natur-:: of ',york (occupations) and the duration of 

Dorted. ~a;es re:ei~ed for each job produced ~ust also be established. !: is possi-

ble to ?rep~re so?histicated analyses of the =os~ effective ty?e of c~terprise in 

geZle:-ati:1.g ~Q::h quality a:1d quanti.tv .0£ e!"r.ploy::>~r1,t) and cost factor'S fo:: each, 

these data arc ~ade available. 

4. Changes in te~.s of credit received. 

7he~~ are also di£:e=enCeS i~ the plan 

of invcstsent. A~~lications fo::- disburs~~ent and the reasons for each reque~t are 

of in::erest. Ti~e elapsed bet~een appiications for disburse~ent and receipt of paj-
. . - .. 

sl.gn:-....::~ca:1t. 

5. Changes in level of assistance reque_ted and received. 

The nu~~er and pu::-pose o~ visits by all repres~ntative of the ~ank are of 

C~r"'cu:::stan::es ~urrouncing requests for aid, inclt.:c.:ing the inciivicual 

So is th~ n~ture and 

value 0~ the response received. 

Eecause of the volatili:.y of the! busi:1E:.S3 cl.LITv3.=e i:1 ?::.n.J..::1a, and the s;:teed 

data on each o~ these catezo~ies of variable should b~ re?orted quarterly. While 
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Bank perso:1nel viII be:: able to control their ~nJ:husisan for this suggestion, it 

should be pointed out to the~ thac their frequency of contac~ with clients provides 

mul le op?ortu~ities during each quarter for the collection of thee data. Ho~;

ever, so that ::ir.'.e lev€..:.s have oeanir-.g) it is n-::c,;::3sarv for all data ri>.:Jr2sentiny 

~M.rtic'iJ. b.::- cuart:e-c to be collected during the Sa."!:!':': ..... eek. 

The development: of a management: infor-::1ation system fo::: B~P rr:ust oi:!gin with 

th;: preparation 0: experirr:ental instru",ents for data ture_and .dat.a,._Q.f~ct;?~ing. 
-~--

Through their canipulation by the apr ication of co~?ute::-ized routines, powerful 

procedures for the continuous cont::-ol of the loan portfolio anci SU??o~: of loa~ 

!:"2cipients car: be .Eormulat::.d. 

To initiate this pro~ess, the evaluation tea~ has ?r~pared a set of instru-

ments based on t~o res info~3cion sources: 

1. The file folder on each loan approval which is contained in the 
ard,il/o at. D~iP, consisting of the application form, project study, 
r~cords p~ct~in to ~~ntias anc disburs~rnents. This 
'CTt.!St be suppl~r:./~!1.t~d 'tY"itn data fror:i th~ Sstaclo de Cu~rtto 
trol d~ Co;n.~ (see. pp. 2SJ-30 abov,~). 

SQut:'ce 
and CO;1.-

Fro;::'! t:li$ a:::-c:ti.'/al resource, 
pl~tion by S~P ?ers0nncl (56e 
data s·n.:;.;ts fo:: th';--?ericd o£ 

b~en prc?a:ed for corn
auld be 192 c~~~Le:ec 

?rogr~rn 3ccivicy enJing Jun~ 30] 1983. 
For l!$C! by th~ ~\l·(.2.1u.:iti,c;'1 tea,\:1, a sU:T.r:1ary card sui tub le fo_- prcli;n
in.3ry h.£lnd t.:..bul.ation hilS been com?l~~t,~d '.-1i.til i:' .. ~:1S culled fro::1 thf": 
scurt::eS .Liste r1 2.Qove by t(:a~, i7le~b~=s (see -[able ~.s) ~ 

Th(;'·~.2 carcis h::.'"",::! been c::1?loyed. in t:-i.''':' pcc.~)arat:io:1 or r:::.a~y of the 
tab J es ;::or:s:r.;c\:~d for earlier cha?t:-:::cs of chis callusc:::"i;:>t:. 

2. ThC! 5~ S2,::1?!..e. sur"Jey inter~JiE_~'~S cQ:::1t-'l.et~d for a. !:a:-:ciQ::1 sawple of loan 
reci ~r:c s ~·i:-:OS2 accounts are. present consiccred to be dcci'fe by 
B:·!? .. ".. ... ~ least) ~.ilci:i·l"~ .::it:. t::-.t2 ti~e cur s~nq)12 ~",'as selected,. 
Bet't.~~ler2!:l that. <l.J.t~ act!. th~ p:.::- .. :::.sent, Cr"IO cf the fir:ns tC!'7'r!i;-at.;;d their 
operations. The int2:::"view schedule is described in Ap B-1 and. 

to~.;2.-:-~ the. crd2:-1y retrie'..tal of the scatta::2.d dat.:L sources--ou . .....£ac:l loan ac::ount con-
~--~---

\Ii th the pe:::-sonnel resources 

c co~l~ be acco~~lished. 

Us th2se t~o data so~rces (Table 45 anJ Appendix H-2), the evaluation tea~ 

, 
ar' ... /,J. art..":. ",·;i th the nu~bercd. !:'c':ords 

1. A sel~ction of 32 ~~:i :2:"C:-:, .:l cerge of ite:~~S 
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DATA I~i\r::::HORY: B:;P /SCP ::::'JAU":ATION 

, Loan ~;uob£!r Loan. ?ecipien: ________________ _ Sex 

Loan !wc C!n 1: B/ ____ _ Legal Rep res en t. _______________ _ Sex 

Sf -------Loan acciit:ion Business ::ar:1e 
~------------------------------------

Total Loan B/ ____ _ Location of Lean: Province '------------------------
Loan Type (I,e,S) City ------.-------- Correg 

Loan Class (Corp, ?ers) -------- Description of business activitY ____ <...:;:C:.::o::.;d::"E:;:;;..(..) ______ _ 

New/Existing 9usi~ess 

Before loan E~ployees; --- Proj ec: Employees (Firs;: loan) 

:21 ?-ST LOAN: Approval Date ____ __ Funes f..ss igned to: 

;~o~tization (?rogr~=) B Bt;? Bf AID BI 
B~;? GOB Sf 

BPJ' .. - BI 
A-or:ization (Grace) sf -------
CacE:go::-ies of Authorized Expendi:ure by Source of Funcis 

~or~ing Ca;ital (Cap T/CT) AID: 'S/ Gn':! • " .... BI E~i? ; H/ 

C')~s"ruct (~"~ejcras/~{j) AID: E GOB: BN"? : B/ 

A p.,. .. _u ... 3/ GOB: B/ "''''p. 4oJ .. "1 _ ., £/ 

AID: E/ evE;: £/ ?,"p. 
L) I. t .... B/ 

Lan::! (1' ) 5?·;r: B 

A??t'oval Date! -----
t all of the above data u~~e= First Loan. 

Re?eat all of the abo~e data necessary under Firs: Loan. 

Date. of ?i:-st Disbt.lrse.:::e::t Total clisb~rsed (7/15/83) E!' --------
Percen: 0: Loan bursed (7/ L5/C'J 

p, 
I. -----

?;'"? ~"' . .r::')..,"":,",, .. • ~ .. l"" .. ,..._ .. I ..... 

7o:~1 a~ounc re?3id (12/31/32) 3 (6/30133) E 

T~~ 
..,J C"'4 E !'!a -r B 

Feb Total , s 1933 51 'SI A.pr E! 



l.IV 

Table 45 

Sut-l}!...1.RY C.\RD FOR HAND I..l..Bl.iLATIG:~ 

DATA COLLECTION: BNP/SC? EVALUATION 

Loan 
\., Ji L 

Sex 

Loan' 
PROVISCE 

Lo.J.C1 
Corp/i?ers. 

Purpose of the Loan (t'7e of b'!siness) (code) 
!-:ar::e of the Eusiness!Co:::::J:a::iol1 

Loan Ty?-= 
Add i tio:'! Ar:t. 
Loa:\ A.!.,ount 

Approval Date 

A:::lo rt: iza t ion 

Term ..J f Loa:l O' 

~a.::e of Applicant/Legal Representac"ive (Year of Sirth)" 

E,. ... :is :i'::g e:;ployees. ~e!..;/proj ected e:>:?loyees 

Ne'..1/projec!:ed employees for additional loan 

~ct~al add~ess, City' and street, Correg. 

s bus~~ess alsa called acplification -

Grace period 

Grace acortizat 

AID funds 

GOB fu.T'tds 

B~iP funds 

Ad- Addition date 

Repeat above 

21- Modificacicn c. 
Repeat above 

Dis:ri.:';ucion 0: lO.J.!1 funds: Capi::al Trabajo (AID a::ount, GOB a=.ount) Vehiculo, }!.:..Q or EQ 

t/~bc~i,:" .. er_·:, "'f'I::'JO~'S ~s "t .~r4. ~., B· ..... 
'- "'-."l. ... OU~..l~l.ng, ... -LSO ~t' 

rsea 5/31/83, re~ainder, %. Repeat for 7/15/S) if-it has changed 

over 

Ty?e c: d::'sb,..trse::ent - Year - Bonth - ;..mount 



Field ,- " 
",'tv. Field La:,el Ty 

0'J1 ~,L-:-:3 ::R C 

002 ,. \ ~f"""'" 
L'\..;;,"",''';'':'' e 

083 PR0 1:n:c::: C 

084 ern" e 
005 PL';CI:: C 

006 P"??I"\~::-.. L'_'"- v __ C 

OCi ..,..... ... J'?!."'·r0*'". -.... -"' .......... '"'\ .... C 

008 1~;CO~"!L N 

009 S~X: OeeL? C 

010 CO LU.T :::::".;L ro 
" 

011 .;P??,,: DATE C 

012 J035: SST N 

013 "')..",...,,'\ ';'-T' 
1::\.:.j,:...J~",'t ,i,. ~ 

014 AID: jI.l·IT ,. .1 
Ol-.;) cos: ;2~IT ~ 

016 ...... \,_~ '!:>.. .. \.1""'7'" 
!)~c ..... t ........ .J,. 

l,' . , 
017 t\DJIT:O~; C 

018 GR.;C:'; N 

~1~ 
U~'7 

,i l~n?""" .. tJ-""') 
.M •••• : .. ~"''>..J.. .. _ ::": ... 

v 
.~ 

020 ?Y':~: G?"':'.C::: ~ 

021 P"i!-IT: ,\!·:JF.:: 'X • 
• j 

022 STATUS C 

023 ECO;;: ACTlV C 

024 DIS 31..::::5;'J... N 

O?<:: LE~\GT2: DIS " _J l~ 

026 ::']:>05 D,~.lJ N 

027 l~u: \=::~CID '" .. 
028 JOES: G:::; ,-

~, 

029 JOSS: CU..sS C 

038 S···,;)1::'<: ,. 
r\...l-."")..J. ... __ ""'" .' 

031 Sjll.ES: I~;C::?. ~. ," 
r"P ., 
"'-'- D)·~:-E: C 

* ~t: ~-~~cric:) c: C:-,a =-~ c re r 

Table 46 

~·idth 

3 

24 

2 

12 

3 

1 

1 

10 

4 
,. 
0 

6 

2 

10 

10 

10 

10 

1 

2 

3 

7 

7 

1 

4 

10 

2 

10 

10 

2 

20 

10 

10 

6 

D;::cir:.a1 

2 

2 

2 

2 

2 

2 

2 

2 

2 

2 

Reason fo~ Inclusio~!O~serva:io~s 

File kf::Y 

For k~y a~d search 

Br~ad loc~cional 

Locational distribution 

Project location 

Dete~in~5 new or exist DU5i~e37 

For inco~e dist~iaut~on r~cipi~~:~ 

Profile of bo=ro~er 

Control collateral 3nd contract 

Control ?rogra~ execution 

Estioated jobs to be gen~~at~~ 

Control GeR cc>r:-.:::it~cr:: 

Determi~ation other ~O~~ s~~rc~s 

Dete~incs if accit 

Grace pC!riod 

For-control of recovery 

Forcontrol recovery and receiv2ble~ 

Status of projec~ for ~oni:oring 

Econocic acti-.. ity as e:(~ct:ted 

P~ount of disbursal to date 

Monitors leng't~ of disbursals 

Payment arrears to pr~nc a1 

Paynent arrears to interests 

Monitors e;::::;loY2cnt gener-a:ed 

Displays occu?ational distribution 

Monitors i~come gcnerate~ 

For i~?~cc on busin~s5 

Control of up~ate of =ecord 
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2. The variable list is actually a structured file for cO:7iputer anal:-,sis 
an~ :7iani~u13tion of the :7i~rged data usin; the micro-co~pucer recently 
ins:~lled at US~ID head~uarters in ?~nasa. It is co~patible with the 
dBase· TT ;oitware package for tile n~a6e~ent and data Frocessing. 

3. The definitions needed for reference '-lith the variable list (Table 46) 
and data sources (Tao les 44-45) Ap?e:1di:<. H-2)" have bc<:n p;c(:?ared a:..:! 
included belmy. They are included as Table 47 (four pages). 

\-lith the resources reported and indexed above, the" e·,aluation tea.-:l cOr:1?lt!ted 

its assi~n~~nt under this contract by preparing a set of S3 loan records for each 

firm in the sanple sur'J'ey. These records are suitable for file construction a:1d 

used for the ini tiation of continuous project r:tonitoring as described abo'J'e. 

sa~ple loan record is inserted below as Table 48 (see p. 177). 

• t". 

fOr.:1at for seClstivity an3.1ysis of cost data, profit and _less 

stat~~~:h?J~~o!::LlQ?rt a':::C:: __ Q..~:]._t"s.-h<t3_ b~':'.J"1 constructed for uSe "-lit:-t the 

USAID cc~?utec. It is compatible ~ith ttle SuperCalc software recently deliver~d 

in the co~rSe of the study. Ho~e~er) this can only be acco~?lishe~ i~ ~1~'r~ anal-

ys:"s re.lat:':1g all t:-tE! di::!e:lsior:.s of tb2:_e:lter:;:;-:::i3e. is p:!':2pa~ed-r The char~cteris-

t " C r'L., '"'" .... ' .,.... a d 1 .-..:,... 0" the f-i,.-., t"" sT-":-11 1-1. ::'l1,..... ~cs 0 __ ~le Q-:-;:-:.e::-ope::al.-or, L:1E! ~l. ze: n .. oeal- J..vP.. : _~~_~._~ itt:! ;:""' .... ___ ";! J>;.._~ 

and ~a~es pai~ to e~?loyees, an~ the volG~e o~ sales are all relatt!d variables. 

Taken together, and ~od~:~ei over ti~e) they chart the ?ath tOllard SucceS: or failure 

?t!::-sued b:l the £i~. If a record of the ?ath is centi:1uously mai:1tained as 

be iden:i~ied. Individualiz~d assistance can be ~rovided} failure rates can be 

sharply reduced, and clients ~ho can ~ake teneficial use of supplementary loan 

elements of 
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Table 47 ( 1 of 4 ) 

( ;: ou r p ag e s ) 

The le;al na~e of bor=ower according to the loan contract. Borrowe=s ~ay be 

The prO~lnce ~n wn~cn the small business is located: 

PA Panar..a 
C., .' Colon 
CL Cocl~ 
H!:' ..... Herrera 
LS Los Santos 
V'E \'Q!'"aguas 
BO Bocas c;:;.1 10;:-0 

CH Chiriqui 
DA Do.:::-1.-=:1 

T~e ~~~e of the city ~here the s~211 busi:12sS is located ~ 

~,e C=~r~~icie~:0 ~nere :ne project is located. Three-digit code to be decid~~ 

The pu=-~ose of financing, ~hether to ne' .. ; or existing businesses: N: };e.'..l, 

E: E:-:is ting 

":"",,, ... ?:--. T 0' , . ....... _---...,),---' 

Tne classific;}t.:'or. of the loan by ty;>e of econowic activity as proposed 1.n 

the s:u::iy: C: CC::-_-=:ercial, I: Indu:;~rial. S: Senrice 

The annual :!..nco::-.e af the Do::-ro'--er 0::: the firw ' s Ie;,",l represent<::tive 
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(20fl..) 

SE:Z~ aCCL? 

J.:<':: sex a:-lG Gee; q: a t ion 0 f the DO :-ro·.{~ r Q r legal rCf?!:'cs cn ta t i'/e ac co nl ir,g ::::) 

one character for sex (~ or F) followed by the firs: 

digi;: co;::.;: 0: t.he C:CC classification (Classificacion Intematio:t;J.l Unifc:7";c 

de Ocupaciones. COTA 1980: Contraloria General. Pana~~) 

The types of collate!:'dl used ~n the loan b~ order of val~e or i~?ortan~e. 

e.g. layout: L/s/F 

H nO~3e 0= buildi~g 
E Equip:-:c=:nt 
V Sends or securities 
F Furnit~rc, Je~els 

;'..?P?: J:.:::: 
Date loa:l Co~:~~ de C~cdito ------------

JC3S:~S: 

Proje~:ed or 
. . 

2S!:l::e:.:eC 

Loan allocaticn for A:J financing ~n dollars 

Dalla!.'" 

A ,....-. '"'1""-"" '""' .• " 
r...;JJ .... ..:.. i 1.~., 

) ; 

".. . ;:;. ~ ~C ':2.:':"C:"1 

- . , 

:: ::.:-~a.~c:':16 

0. v. 

-. . 
:l.:1a::,c:':1~ 1: 



GRAC=: 

G~ace ?eriod i~ r.o~:hs. Zero indicates no grace perio~ 

Total a=o:tization period ~n ~onths 

PY:-IT: GRACE: 

P~ount of nontly pa}~ent ~urin~ the grace period ~n dollars 

;~ount of Gont~y p~~e~ts arter the grace period 

SLHt.:S 

Stat~3 of the project as of date: 

OF In operation 
CE Cerrado (?~oject not operation but received funds) 
DE Desistido (clien: decid not to use the loan) 
SE Sequest~ado (foreclosed or rcpossesed by 8~P) 
ND Project not disbursed (legal charges not included) 
PO Lean has be~n paid off 
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( 3 of [. ) 

SU Suspendido (3~? decided to discontinue financing after disbursal) 

ECG;~: _;'CT 1\' 
~~ature of ::~le ecorlOt:lic activity for projects in operatio!:. Codes selected 

. ac.corciing t:.~ :he ~--di.git C~It: classi£ictlcion (I:1eternatior:al S~andu.rd 
ClaS3ific2tio~ of all ~cono~ic Activities, Series M, No.4, Statistical 
·Offica of the ;':nitcc :~a:ions) 

DIS BL:S.1J:.. 

To:al ~o~~: dis~ursed to date 

LE~~GHT= DIS 

Ti!.:!e i:1 ::::or:t'hs bet'..:ee:1 first and last disbar-sal 

~fOROSIDAD 

;~o~~: of pa}~ents in arrears to principal 

~~o~~t in arrears Co i~ceres: pa~~ents 
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( 4 of 4 ) 

~n payroll gene=ated by the loan as verified i~ field 

JOBS: CLASS 

Occupational distrib~cion of jobs created with the loan. One-digit ClUO co~e 

Exa-::ple la>'ouc:: 1338388 means 1 ~an2ger. 2 sales~en and 4 

Total a~ount of annual salaries for e~p ees generate~ with the loan 

Ch~,g~ in dollars of annual sales·Hi~~ the loan i~ve5t~cnt 

Date of u?date of ~ne record 



F':'elc. ~~o . 

001 

002 

003 

004 

005 

006 

007 

G'J3 

009 

010 

011 

012 

013 

014 

0' ~ ;~ 

016 

v17 

013 

0 10 

020 

021 

022 

O?-:: -.... 

024 

025 

026 

027 

028 

02.9 

030 

OJ1 

0"'-..:J':' 

Fi.eld La~cl 

CITY 

PU\CE 

PUF;POSE 

TY?::: LOP-.. X 

SEX: OCClJP 

COLUTE?~U. 

APPR: D ..... 7£ 

J03S:;:::5T 

AID:~'J 

GOB: ;, .. >rr 

f\DDIT I O~J 

G~~CE 

~·:Ot:T: ?E:\ 

ST.:.TL:S 

DIS3URS;'.1... 

I~;T: V!::":;CID 

JOBS :GE:; 

J03S:CLASS 

SAL\RIES 

SlUES: I~;CR 

n.t--
Ur .. ~ =-

Table 48 
Loan ~;o. 

Value i~ ?.::cord 


