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| EXECUTIVE SUMMARY

This midterm evaluation was undertaken to measure the - progress  to date of

Community and Enterprise Development (C&EDR) Project .aud:f,."'toj’!:vryec’omméhdi'

modifications in project strategies and implementation to help ensure success by ‘the"
project assistance completion date (PACD). ‘ I :

The C&ED project has two purposes: to strengthen the capacity of village
organizations (VOs), through private volunta-y organization (PYOs), to carry .out
development projects that benefit both the ¥Js and the region; and to assist small”
scale enterprises (SSEs) to carry out increased and scif-sustaining business activities: :

¢ The PVO component has grant funding to strengthen the PYOs and a.
$750,000 revolving credit fund to funrel through the PVOs to VOs for
financially viable group activities. Also, the PVOs are to train the VOs. in
credit management so that they will eventually be able to receive bank
funding directly. ‘

¢ The SSE component consists of a revolving credit fund of $450,000 and aims
at providing the services of a rural bank, under strict business criteria and
on sound business principles., It has the potential to be profitable and to be
incorporated into a formal banking instituticn at PACD. Its lending criteria
aim at both financial benefits for (e entrepreneurs and developmental
benefits, including increased economic activity and employment,

The project began in September 1985, Project staff spent the first six months
preparing the implementation strategies and the second six months laying the
groundwork for implementation, It was not until August 1986 that implementation
really began with the first loans made to small enterprises. In Cctober 1986, the
first PYO was approved for participation.

To date, the SSE component has been a success, Still  early in its
implementation phase, the SSE component hgs m~de 95 loans, totaling over 120
million CFA ($400,000); has had no loan defaults; has only four late payments; and is
strengthening the firms. Moreover, the loan rortfoiio is growing every month. The
component’s success is due to the use of sound business principles and very thorough
implementation by the SSE specialist. The advisors are well traincd and maintain
close contact with the entrepreneurs, providing pre-financing counseling and
assistance with preparing business plans.

The PVO component has been plagued with administrative delays. These are the
result of inherent PVO managerial and operational weaknesses, which must be
corrected prior to acceptance of the PVOQ, T.esc also result {iom the proposal
preparation and approval process of the National Proicct Commitee (NPC), the initial
phase of which is lengthened by the weaker PYQs. ‘1he NPC has approved four PVO
grants to assist 42 VOQOs.
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The project is now entering its implementation phase. The SSE component is at
the stage at which it must revise basic strategies relating to its target group and
the size of loans made if it is to be successfu'ly institutionalized at PACD. The
PYO component also has important changes to make if it is to test successfully the
hypothesis that PVOs can be effective providers of goods and services to the rural
community and, thus, represent -a viable alternative to traditional government
organizations. ‘ LR

kEy FINDINGS

o The t"\?o".’.'fcw;ompbnents': of the project have functioned separately from each
.other, . There has been little communication between them and little: cross
.fc;;ilization of ideas and creation of synergies. :

e The SSE component can become profitable and self-sustaining in the future.
However, it must refine its strategy to achieve these two objectives before
PACD to attract a parent banking organization and ensure its
institutionalization, Accomplishing these goals will require an intensive
effort on the part of the SSE specialist and his counterpart, focused on
those objectives alone. Their efforts should not be diluted by other project
activities, such as the Start Your Own Business (SYOB) program.

e The target group of the SSE component does not constitute a large enough
market for the Small Business Advisory Unit (SBAU) to achieve profitability.
The average loan size and number of loans per advisor are too small for the
SBAU to break even. This is in large part a function of the limited
definition of the target group and the restrictive loan criteria applied by the
SBAU.

e The PVO component must reduce its PYO numerical target to six to eight
potentially viable PVYOs, Its focus must be on ensuring that participating
PYOs are effective, lower cost, and more flexible providers of goods and
services to farmers *ian are local government organizations.

e The PVOs are managerially weaker and require more training than
anticipated. The Management Unit (MU) is not properly staffed on the PYO
side to provide all the PVOs' training needs. The MU should focus on
responding to the needs of its target group before it gets sidetracked by
other project activities. The Direct Assistance Program is one such proposed
activity, which would require additional resources that the MU does not now
have.
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Action: Project
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- PRINCIPAL RECOMMENDATION

‘the -principal ‘recommendations . of ‘the .évaluaticn. toam,

,‘Ei‘p’aﬁd‘ the target group and raise loan ceiling ‘These - actio

‘bank requirements.

Imi'nediately" transfer 104 million CFA fromthePVOgrant svhb&:gmﬁbﬁéﬁ
- the SSE component to ensure enough capital funds to attain profitability.

Action: USAID; NPC approval

Establish communications with. l'ik"e'ly parent

strategy - changes and to “develop - °°mpvter’izfed Nodt
systems to aid management decisionmaking, s

Action: Project

Continue intensive training of the “”businﬁé'ss',ﬁ
marketing capabilities. T

Action: SSE specialist

Hire two new business advisors, one to replace
Koungheul, and another for the Kaolack zone.

 the términated - advi
Action: SSE specialist

Concentrate  on ensuring  the  success of -, ‘_thié
institutionalization and do not implement the SYOB. = o

Action: Project
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PVO '"c’énipo.’ie'nt'* S

oy
2)

3)

4)

, ‘Actxon: Project; USAID approval

‘Develop the necessary ‘skills in credxt and orgamzatxonal development to‘ be '

-'Increase the PYO component’s contact th

L1m1t the number of partncxpatmg PVOs to :SIX-, 0
adequate test of the basic hypot'vesxs _ R Rt

in a position to carry out new implementation requxrements Thxs may

require either training existing staff or hiring new personnel.

Action: Project' USAID approval

Involve the NPC members as resources for the project and as. catalysts to
start government policy changes with regard to the PVYOs, such as’ reducmg,
the degree of government supervnston of PVOs and. mcreasmg PVOs ;
abilities to raise funds. . .

Action: Project, NPC.

E component to. derive
synergies from the prOJect's lendmg actnvmes. : et PRSI

, ‘Actxon‘ Proj Ject
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CHAPTER ONE S
PROJECT BAC:(GROUND

,s{f:iovs_n,vmv b

A Jomt evaluatxon by the US Agency for Internatxonal ‘ D_ velopment and:
Government of Senegal (GOS) of USAID/D'tkars program in 1979 concluded that“
GOS-provided agricultural services were not fully meeting farmers’ needs for goods -
and services. Thus the Community and Enterprise Development (C&ED) Project was’
designed, as a pilot project, to determine if private voluntary organizations (PYOs)
were a more . effecuve alternative to traditional government services in meeting small
farmer needs. Under the aegis of the project, PYOs are funded and trained to reach
and improve village organizations (VOs) in conducting their agricultural and
agriculturally related activities. ’ '

The second component of this project is its small-scale enterprise (SSE),’~ )
activity, which targets small-scale entrepreneurs, rural and ‘urban, with credit and
training. This component was designed in response to new AID/Washmgton directions
in 1982, and was then. combined with the PYO component As an experimental
project, not only for Senegal but also for. the rest of - Sahelxan Africa, its results
have xmportant f uture implications for AID

The  PYO component has a large ($25 million) grant subcomponent, as well as
training and credit fund subcomponents. These enable the project to make grants to
selected PVOs to develop the necessary infrastructure, managerial and technical, to
reach VOs. The PVOs are to provide them with the necessary technical assistance
and access to credit, so that ultimately the VOs have the management and fmancxal
capabilities to access credit directly through the banking system.

Both the PYO and the SSE components have training and credit acttvittes. L
Training for PVOs is conducted to improve their organizational, management, and
planning skills; their financial management and budgeting skills; and their ability to.
deliver credit and obtain repayment. Training on the SSE side involves three
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audrences B The first is "composed of the prOJect’s busmess agents who are tramediﬁ

(and retramed) in clxent/busmess 1dent1f1cation, pro;ect analysis, lendmg,_ and loan

repayment Second 1s the SSE client who receives trammg mdirectly (or directly;“on,}:{
specific topics if - the client s0 requests) from the busmess agent ‘In particular ; he
agent helps the client work up a business proposal, helps him or her understand what-,,
credit is, and shows how the client can use it to run the busmess more effectively
Third is the Start Your Own Business (SYOB) program, Wthh 1dentifies, screens, * and'f
trains potential’ entrepreneurs m the elements of starting and runmng one’s ownx,k

business. T

Credit | is made avarlable to VOs through the participating PVOs Loan
repayments (including mterest) flow back through the PVO component to the pro;ect‘
for subsequent relending to VOs -~ through current or newly partrcnpatmg PVOs v'
Credit is offered directly to qualifying, already operating, small-scale enterprises by
the SSE component and its six business agents. Credit reflows are then recycled out"

to current and newly qualifying small-scale enterprises.
RATIONALE

| The program goal, as stated in the logical | framework, is "to progressively
decontrol and commercialize rural production in the Sine-Saloum." The project fits
the GOS strategy of government disengagement from activities that the private
sector is felt to be better qualified to carry out. It responds to the GOS Economic
Reform Plan of reducing the role of parastatal rural development agencies (RDAs)
and giving more autonomy to local producer groups. It does this by providing
alternative private means (PVOs) of reaching and strengthening local groups (VOs)
with goods and services. The SSE component also supports the GOS strategy by
helping small-scale enterprises increase their production of goods and services on
their own. Much of the small-scale enterprise production of goods and services is

directly or indirectly linked to village-level agricultural production.
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~ The project 1s consxstent thh the USAID strategy of helpmg Senegal achxeve
food selt‘-sufﬁclency by the year 2000 Bcth YOs and small-scale enterpnses Wlth
project assistance, will 1ncrease on- and off-farm productlon. - As the project helps

expand village-level agncultural ' productmn and 1ncomes, o demand f ) ‘f{{
entrepreneur-supplied goods and services will  increase. Conversely,_e. -t
entrepreneurs increase in scale and scope of activities, ‘the;r demand» 'for T fe

products (for consumption, processing, and marketing) will rise.

The first hypothesis that this experimental project tests is that 15VOS}' can be
more efficient, .more flexible, and less costly providers of goods and services to
farmers than can government entities. If the hypothesis is correct, it becomes
important to determme whether thxs pro_|ect can be replicated elsewhere in Senegal
and in other Sahehan countries.

The second hypothe51s belng tested is that small-scale entrepreneurs, through
provxsxon of credxt and tramxng, can be made sufficiently profltable and fmancxally

strong enough to permxt them to be vxable business borrowers t’rom the Senegalese'

banking SVStem-,.,?ff;f‘ EEERE

. PROJECT HISTORY .

Development of

: Thef ‘ufollo

the chronology of the development of the C&ED project

Concept of PVOs and SSEs as means of  ’ reaching .
,farmers with goods and services ,

Latel98 s L | PVO and SSE themes combined into one project

December 13 1982','.'-“‘_'}"“,-‘ Pro;ect Identxf:catlon Document (PID) submltted

May 2 1983‘ Rev:sed PID submltted

May 26. 1983:‘ ‘ g ‘Revnsed PID approved
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;Pro Ject Paper (PP) authorrzed b

h January 4, .984

Pl‘OjeCt Agreement (Pro-Ag) srgned

g Cooperatrve Agreement N w1th

| August 2 {1985- 5
. ‘ Foundauon (NTF) srgned

-nN_eW"

o Fll‘St NTF. team members in country
Apri EE R ‘MU strategy plans approved e
‘October '1986 g _v'»l'-'rrst loans/grants made

: ‘November 1986 ' -;",};PrOJect assistance completlon date (PACD) extended,.
S .;vfrom September 30, 1989 to June 30, 1990 o

Mey 28,”'19.87:' Lo ‘To date four PVOs approved: 95 SSE loans approved
' ... credit reflows starting; training underway; SYOB

- started -- two business starts and six  business
proposals presented :

By
i

Implementntion of the ;‘l',’rojeet_," |

The projeCt’s adminyiystrative and logistical start-up activities took plece'frem
September 1985 until April 1986. Two additional factors increased the delay in
implementation. First, the NTF team felt it necessary to revise the project
strategies in light of the significant amount of time that had passed since the entire
approval and signature process was completed. The NTF team therefore developed
new strategic plans for all the project components. These strategies were reviewed
and approved by USAID and by the National Project Committee (NPC) during March
and April 1986. Between April and September 1986, the Management Unit (MU)
hired, trained, and placed its business agents, and conducted seminars and training
sessions for potential PYO grantees. Second, the first chief of party departed in June
1986, replaced in mid-July by a new chief of party, and the subsequent departure of
the project credit advisor led to further delays.

Not until October 1986 was the first PYO grant approved and the first loans to
small entrepreneurs made, Du‘ri‘n‘g‘ January-March 1987, three more PYO grants were

approved. Currently, six additional PVQs are tentntively slated for consideration at
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the June 1987 meeting of the;NPC.

On the' $SE side, 95 loans have been approved
since October 1986 R e ey

Only one PVO CARITAS/Mbour, is fully operatronal as a pro_|ect grantee "It‘ﬁf
works with four VOs in the Fatick regron The other three approved PVOs have yet"_‘_l
to become fully operational. Concerning credrt some reflows from the CARITAS VOs,’f

have already been registered, as have reflows, full or partral from loans to the"":‘”k
entrepreneurs funded under the SSE component, A '

Training seminars in organization, management' finanee‘. ‘and credi't *'for 4 PV(
have taken place. ’I‘he business advisors of the SSE. component have been traxned' :
and one full trammg sesston of the SYOB program has been held, ‘ ‘ :

The MU’ is eonsidering changes it may wish to make in the project designv" to
increase the prospects of achieving the project’s purpose. Since the project was
delayed in its start-up and is still in the early stages of implementation, and since
project management is thinking about redesigning parts of the project, this
evaluation will examine implementation to date, the redesign proposal (Direetz*.:;_;”:
Assistance Program [DAP]), and the basic hypotheses underpinning this project. -
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'CHAPTER TWO

~ LOGICAL FRAMEWORK
' SSE COMPONENT -
Original Go;t’ls';fAsSmﬁbfipns,“hnd ,E::.cpe'c‘_tevd Ou_tpﬁfs.' ~

The pro;ect’s SSE component has a dual purpose._to assnst SSEs to be capable' '
of managing thelr own, self-sustainable growth; and to leave behind an mstltutlon
that can provide similar assistance to other SSEs in the - regnon. Specifically, the
project aims at prcviding training and credit services to 675 SSEs to strengthen and

enable them to increase production of agriculture-related goods and services.

At the end of the project, 70 percent of the participating SSEs are expected to
have reimbursed their loans, and 50 percent sliould be able to move into the formai
banking and credit sector to receive additional loans. Strengthening and increasing
the activities of these SSEs would lead to increased agricultural production.

~

Critical assumptions for reaching these goals are that:

o Senegalese institutions "develop to the point that mstntutlonahzatlon of SSE
assistance is possible"; ‘ e

e Credit institutions in Sine Saloum are capable of meeting SSE needs;
e Goods and services produced correspond to agricultural production needs; and s

e Credit and technical assistance will combine to increase output . ‘fpr,‘_}
participating SSEs. : ST

Implementation of the SSE component has had two distinct phases to date: ‘1)
research and strategy elaboration; and 2) creation and development of the Small
Business Advisory Uit (SBAU) and distribution of loans from the revolving credit
fund. The instiiutionalization phase of the project, not yet begun, will prepare it

for integration into an ongoing institution, The jdantification of a possible "parent
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institution” and delxmxtatxon of specmc requxrements have “not begun, but some 1mt1al;e_f,

contacts have been made and the SBAU 1s preparmg for mtegratxon m the' desxgn"'of

its systems and its structure.
Strategyb‘ Elab(:)'raﬁon | ‘
The M‘U:‘_ v

o Conducted a month-long - rapid reconnaissance survey of " small-scale
enterprises to identify characteristics and critical needs; e e B R

e Conducted a week-long survey on aspects of SSE credit use and access;

e Developed a strategy focusing on creating a self—sustammg SBAU andy}i,_f’
delivering credit to SSEs at a 24 percent interest rate; and ‘

) Conducted a second, more in-depth, survey of 500 SSEs to serve as baseline,”f
data for control purposes and strategy re-elaboration, if necessary. TR

Findings

There has been a modification to the original strategy of the SSE!cbmponent.
The PP called for a program to be implemented by a SBAU to provide credit and
training to strengthen a representative sample of agriculture-related SSEs. The
SBAU would work closely with the individual enterprise owners to design and
administer a business improvement plan based on the entrepreneur’s aspirations. The
level of assistance provided would be based on the entrepreneur’s ability to absorb
it The assistance would include everything from credit to functional literacy and

numeracy, as deemed necessary.

Rapld reconnaissance surveys by the SSE advisor revealed that credit was the
single greatest constraint to the development and strengthening of small enterprises.
Therefore, the use of the credit fund was selected as the foundation of the strategy
and the principal tool of the SBAU to work with entrepreneurs. The SBAU functions

like a rural bank, lending to sound customers with well-conceived projects but with
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no access to formal credlt. - The major change was to concentrate on the lendmg and.f
repayment of loans, and not to’ emphasxze the desien and admmxstratron of a busmess_'

improvement plan based on the entrepreneur s aspiraticns,

The sele‘ctlen:of. thel 24 nereent interest rate was ‘bbnsetlken \‘the'expected‘hlgn%’
cost of lendln'g; to SSEs 'Tw'enty-four percent‘ isf:the leg'a‘l brneximum a financial
institution can charge in Senegal, -and it was,felt that this amount would be the
minimum required to become self-sustaining. No calculation of the actual cost of
delivering credit to the target SSEs, providing for defaults and profits, was involved
in the selection of this rate. The 24 percent interest rate is substantially below the
informal ntarket rates, ranging from 50 to 500 percent, the only credit that the

target group can norrnally access.

The selection of the 24 percent irttcrest rate, calculated digressively, Is 10.5:
percentage points higher than the legal maximum banks can charge (established by
the Union Monétaire Ouest Africaine [UMOA)). This means that the interest rate to
the SSEs is not subsidized, as is often the case in SSE credit pr'oj‘ects. SSEs,
however, pay a surcharge to cover the real costs of delivering credit. This factor
" wili make the SSEs even stronger in the long run, as they will respond to the real

cost of capital.

The actual interest received on a onme-year, dimlnlshing balance loan Iis 134
percent of the original principai amount, not 24 percent of the principal. The
strategy calculations predicted interest revenue of 24 percent of the full amount lent,
and did not consider that interest paid on a diminishing balance is actually less.
Similarly, commercial banks also charge interest for short-term loans on a digressive
basis. A 13.5 percent interest rate actually yields the bank about 8 percent of the

initial principal amount in interest,
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An lmportant element of the strategy l!es In the careful selectlon ot‘ the’f:_"i{'

enterprlses and entreprens.urs to recelve loans , 'I‘he strategy focuses on functxonrng;_' 5

banks requxre. ’l‘he prOJect calls this a mmxmahst strategy ;; - w*“

In addltlon to - credlt, those entrepreneurs presentlng sound requests can recelve:‘f;;
informal technical asslstance from the SBAU ’l‘hts consxsts of analyzrng therr, i
current situation and the necessary = steps to - be taken to make the pro_;ects vxable. ‘

However, the role of training is t'ar less 1mportant than orrgmally concerved .m“the.‘

Conclusions -

The credit fund ﬁvw‘lll' atternpt to become ‘s‘elf-'flnanclng by the end.' of the
project. Rather ‘than using the reflows from the credit subcomponent to pay t‘or the
final year of the contractor’s services, the entxre credit fund should be lent to SSEs.«‘j

Moreover, the credit fund will need additional capital.

The project has laid a solid foundation for reaching self-sustainability, but »myor’e “
by a gut feeling than by actual calculations. The MU has not fully defined what will
be necessary for the SBAU to reach self-sustainability: the number of loans to be
made, the amount of capital it will require, or the average size of each loan. To
make this determination, the MU must understand the implications of a _credit

program, the real return on investment, and the actual costs of delivering the credit.

Under the current strategy, the SSE component wlil have to reach more than»y.

the targeted 675 enterprises to reach selt‘-sustalnablllty
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Recommendation

Involve the financial management advisor in the review of SSE strategy
changes. He has a strong banking background and should be involved to
ensure that changes in credit and interest strategy are properly thought
through and that their real impacts are properly as.essed.

SBAU and the Revolving Credit Fund

To date, the SBAU has made 80 loans, totaling more than 106 million CFA
($350,000).  Taking into consideration that it is still early in the implementation
stage, there have been no defaults and only four cases of late payments. More than
40 million CFA have been reimbursed, including 10 complete repayments. The
overdue loan payments total 1.7 million CFA and represent only 2.41 percent of the
total portfolio outstanding. The project is charging 24 percent interest, 10.5
percentage points above the formal lending rate. Despite this real rate of
unsubsidized interest, the businesses receiving credit are being visibly strengthened;
earnings are being reinvested in the businesses, and the volume of business carried
out is increasing. This is encouraging for the future of the project. However, the
SSE component is not yet financially viable. It still loses money and has a long way
to go before it reaches a profitable stage and can be institutionalized. The
remainder of this section will identify the strengths and weaknesses of the

component and highlight those areas in need of improvement.
Progress to Date

‘e Hired and trained six field advisors. One-has been fired, five remain;

o Created zones for all six advisors in Kaolack North, Kaolack South, Fatick,
Sokone, Kaffrine, and Koungheul. Opened and equipped offices in each zone;

e Hired and trained a credit specialist and a SSE counterpart;

¢ Established a Credit Committee, which has met on a monthly basis since
September 1986 to evaluate loan requests;
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o Developed and applied an incentive system to motxvatef
performance while stressing loan repayment; o SRR

. o Established criteria for loan elijibility specifically.,“Acvi-és./'i‘g’tiiéd_‘-
target group; T

o Developed systems for screpmng loan apphcat:ons, analyzmg‘; and ‘evaluatmg L
loan requests, monitoring loan repayments, and collectmg loan5° R

e Developed systems for momtonng the activities of advnsors, reSponding to
thels needs, and eviluating thoh pmlmumnno g .

o Approved and disbursed 80 louns by May 15, 1987, lolnllng 106 miltlon CFA
($350,000), and approved 15 more loans on May 19 (not yet disbursed).
Loans included 72 loans to men and eight loans to women (see Appendix 10
for more information on characteristics);

e Collected repayments totaling 40.4 million CFA, including 12 complete loan
repayments. No defaults, to date, but four loans have overdue payments,
totalling 1.7 million CFA; and

e Provided continued advisory services to SSEs in the zones, improving the
skills of the small entreprencurs by helping them to strengthen their
enterprises through sound business practices.

The progress to date is impressive, particularly on the loan repaymgntl'fatef_'and'
the impact the loans have on the small businesses receiving them. This is ‘_‘d;ué in
large part to the early success of the SBAU in meeting the entrepreneurs, learning

their businesses, elaborating sound projects, and providing good follow-up.

Composition of the SBAU

Findings

The project used a thorough process to select the advisors, involving
written tests and interviews, Of the six advisors selected, four had worked for the
project on the surveys and two were new. All advisors had prior work experience in
arcas related to the project, preparing them for the role. Despite this screening,

one advisor has been fired.
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The advlsors ‘have‘ received significant training from the SSE speclallst';
both before heing placed In the field and through ongoing work during the monthly',‘:
meetings and on field visits. The advisors can complete the bulk of the loan-.f‘"
analyses on their own, but are not yet ready to perform their required tasks. f;;:w,
Despite the training received to date, levels ot‘ advrsor technical competence are strllbj"ﬁ':i'i

below a level requrred to make sound unassrsted busmess Judgments and properly‘
analyze all loans. : : EE o ‘ g

The advlsors are well lntegrated into their zones and have succeeded 'lnf;;
establishing contact wlth small busmesses In the rural areas. Each advrsor had’f.‘,',fj-'v
talked with more than 700 mdmduals about the program and had visited many' f“j‘
enterprises m hrs zone The advisors have established sound working relauonshrpsi’ '
with their cllent firms as well as with other firms to which they have not made anyvf
loans. As a result, the entrepreneurs often look to the advisors t'or advrce

- The zones selected t'or the advisors are the princlpai economlc centers ot‘
the Sine Saloum reglon.  As such they provide access to the most dynamrc markets -
where most small entrepreneurs are located. Each advisor has an area small enough
to cover, but large enough, it is hoped, to provide sut'frcrent viable business
opportumtres to justify his or her presence (that is, cover hrs costs). The zones
have been well selected to provide blanket coverage of the regron however, the

outlying zones have not yet demonstrated whether they can be fmancrally vrable
given the current, restricted, target group. ’ S '

been instrumental in the success. of - the credrt actmty thus far,, rncluding"ﬁ,fthe very -

low default rate. ‘ o e
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)

However, the SBAU I g "'ly g top heavy Although 1t has been:i

successful in 1mplementmg the credrt t'un

..operatrons, ‘it has two semor managers, a

secretary, a chauffeur and vehrcles.f

'The cost ot' managrng the advrsors 1s twrce as_,ff

expensrve as therr salarres. e

» The credit advlso
to a lower paid person

tnps to banks, and vxsrts to the fxeld to venf y the quahty of collateral'

Conclusion S

"I‘:heytpres_fence« of ‘the advisor Is critical to reach the small businesses and
to "perforrn“‘ the groundwork necessary to prepare sound loan appraisals. When an
adyisor‘.‘isk absent from his zone, the zone loses access to the project and the project
loses access to its target group and to revenue-generating activities. Since the
presence (and the actual number) of advisors in the field is so important, the project
cannot succeed if these elements are missing or. unproductive for long periods of
time. Therefore the project must be able to antrcrpate the Ioss of an advrsor and

replace him quickly.

The tlme required to ‘select;f':traln\, and de‘velop} a new ’ady_lsor/ is abottt "one
year, The current advisors' have been m ‘the field for over a year -and vare' jnst
reachmg the level they will need to be effective.- This factor must be considered in
staffing patterns for the future. With one advisor already fnred and the need for an
extra 'adyisor ‘in Kaolack, the project must plan ahead stx months to a year in

recruiting and training advisors,

The advisors need further formal training in basic accounting skills and'
revlew ot‘ use of project documentatlon, Mthongh they have made srgnxfrcant
progress, their level is not yet sufficient to operate with a minimum amount of

supervision by the MU. -
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The SBAU should ldeally have' only one supervlsor/manager to revlew the-"_jg;;;f‘.
loan appraisals, meet with. the entrepreneurs, and verlfy guarantees. At present it
needs the large extstmg structure to momtor and perfect project systems. When the_."_'w,
unit is integrated . into 'an established 1nst1tutxon it should need only one- "loan‘:‘_‘;‘f

supervisor (the SSE specxalxst) | The rest of the servxces will be provxded by regular ;
bank staff. e :

Increaslng the number of advlsors ln the unlt’vwlll Iead to a lower'average L

overhead cost per advlsor (lowenng the number of loans they must ‘make to breakf,.‘:‘i
even). But there must be a mmxmum level of demand before extra advxsors can be. -
added. Demand for credit 1s greatest m Kaolack, and only that region could nowﬂ’_'

support another advxsor. .‘

Recommendatlons .

lee two new advisors now, one to replace the fxredp"advnsorA'and another to* *’,f;
be placed in Kaolack. = An’ attempt ‘should be made o{try to recruxt a','

qualified woman to serve in Kaolack to help work wrt ;_J{the many womens .
activities there. If one cannot be found however, it should not be

required.

Begln, now, a second round of formal tralnlng for advisors on the basxc S
skills- requnred to perform their jobs effncxently and effectively to require . -
thev least amount of supervision from the MU, This training includes -

~market analysis and basic financial accounting.

Progressively delegate more responsibillty to the advisors, when they are
properly trained, for routine activities such as guarantee verification, - This
“will free time for management to focus on more important issues, and to

eventually decrease its staff to one specialist by the PACD.
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' Advisors follow a sound set of systems deslgned by the project to analyze,
and evaluate the loan requests. These systems have been modified several times to-
respond better .to the environments the project faces. In addition, new systems are

being designed as the need arises.

A successful system has been put in place for loan collections made in the
field. This system involves a dual signature deposit arrangement into a safe that
only the credit advisor can access. This makes it safe, easy, and less costly for the.

entrepreneurs to work with the SBAU.

The formal, computerized systems at the MU for monitoring the
disbursement of the credit fund do not respond to the needs of the credlt unit in
the SBAU. The credit specialist is required to maintain an 1additional set of hand-
kept records because of errors in the computer programs. Information that should be
retrievable in the database system cannot be called up, requiring sorting to be done
by hand. ‘

The SBAU does not have a comt;titer in its offices and ‘rarely ever uses
one, The SBAU does not know how to use spreadsheets to build models that would
enhance decisionmaking capacity. . Th . financial management specialist is
knowledgeable about the use of spreadsheets and vxs available to work with the SBAU,

Conclusion

_Greater rellance must be place'd on ‘the ‘coinbuter system to run the
revolving loan fund efficiently, The system can be used for routine activitxes, such«
as the form letters to borrowers, but its real advantage is in its more complex
modeling capacities to determine the potential impact of future decisions, o
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‘ Reeomniendnttons_

Involve the financial management speclalist In the SSE component of the.

project to adapt the computerized systems to meet its needs. Hehasthe

necessary computer skills to be a valuable asset to the project. - He could:

work with the SSE specialist to create financial models kre‘lev‘va,’nt"‘,to th
decisions that the project must make in the future.

Train the credlt and SSE\speciallsts to use Lotus 123

continue to innovate on ‘their systems,
Loan ‘Anb\r_ais.n’l'-;‘:’, e
" Findings =~ -

The advisors use the - system ' prescribed by the MUH‘to_ann-lyze, evnl‘uate,*y_i.‘
and present loan appraisals to the Credit Committee, The use of k’the forms give’s -
them a clear, coherent format to follow and ensures that they 'cover all the reqniredg g
elements, Close examination, however, reveals that some ad.tsors do not fulll‘y ‘.
understand the uses of the forms and the linkages among the balance sheet, inoome",'f-_

statement, and cash-flow analysis.

‘The advisors focus primarily on the financial viability of the |ndlv|dualw
projects and devote less attention to the developmental Impact on the business.
Risks are not always identified and market studies often not verified, relying on thof“
word of the entrepreneur. The review of each appraisal and visit to the
entrepreneur by the SSE specialist often identifies missing information that igyneededf’:!;
to compiete the loan appraisal. ‘ . ' B

Only 48 percent of prepnrcd pr’opoeals 'were funded To -date, the ,five
advisors have prepared and sent 174 appramals to the Crednt Commlttee. 'A'fte‘r,.
review by the SSE specialist, only 131 of them were presented to the committee- t'oryg"*j
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review,  The other 43 were drsallowed for' lack of ‘an approprrate forfi'
insufficient mformatron for berng an mapproprrate activity to. fund or for berng""
unviable, Of the 131 appraisals presented to the committee, only 79 were approved'::_,

and three of those were subsequently lost t'or techmcal reasons (guarantees)

for a bankrng mstrtutron. S

' Conclus_lons L

R Y

, The SSE i and Vcredlt“ spe‘c'lharlists play a "crltleaul“ roie nionltoring and
ellminating weak loan requests The thinning’ process from loan appraisal to loan
approval demonstrates the critical role of close follow-up by technically competent
managers. This follow-up may be largely responsible for the initial high repayment
rate, with only 2.4 percent of the loan portfolio in overdue loans. This can only be

verified over time.

The lnablllty of the SSE specialist to vislt all the proposed projects could'
constrain the growth of the portfolio. Close follow-up means that the SSE - specralrst
already visits 20 -25 entrepreneurs per month to review and evaluate therr pro;ects
As the number of loan appraisals per advrsor rncreases, the supervrsron burden wrll‘

also mcrease for the SSE specralrst

B The advlsors |ose time preparing unfundable appralsals. At)present,'
advrsor can prepare and present up to only five dossiers per month, of which maybe
three or four will be approved. This average should improve with time, as the
advisors master their jobs and get more repeat customers, who take less time to
process. To become profitable, the SBAU must process more loans to gain economies
of scale. If the advisors do not increase their ability to process loans, the time
they spend will constrain the growth and profitability of the portfolio.
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In general the '.advllsors donot i[grasp' ‘th'e‘f:-‘felement
market: the potential clxents to whom they can lend

Recommendation l : - SR

The SSE specialist should review all elements on the iappraisal forms with ‘,
the advisors to ensure that they understand them This review will make
the advxsors more effxcxent in  identifying vxable proJe\.ts and waste less
time preparmg weak appransals ~ Supplemental trammg in market analysis
will “also lead to stronger appraisals, as wxll repeat trammg in accountmg -
and finance. ' '

Incen“v’ezl’“’og"l"‘arn“'j"' S

Findings

The Incentlve program is a tremendous success “wlth the advlsors. | It xs,‘L"
based on a bonus for all successful loans made (ones that are repaxd) and a
substantially larger penalty for each loan not repaid,  The program prov:des th‘e_".
advisors with the extra incentive to increase the number of loans processed, while.‘lv
forcing them to ensure that the loans are of sound quality. The goal of the program ;
is to achieve a 95 percent repayment rate. The system, however, is expensive, At
present, the advisors receive a bonus of 3 percent of all principal and interest repaid
to the project. This effectively becomes 3.4 percent of the total principal lent and
successfully repaid. Because the actual interest received on loans equals only about '
13.4 percent of the principal amount, the project is paying 25 percent of its total"'_f‘i
earnings to the advisors in bonuses. In contrast, the penalty for a non- performmgv"fs‘_;?
loan is 27 percent of the amount not reimbursed.
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The bonus system ls for the advlsors to ensure hlgh repayment rates. But
a critical element -of . the success of the SBAU to date rests with the supervrsors and
the intense follow-up that they have provrded to the advnsors and the clients, - The
bonus system does not mclude SBAU management o " -

" Conclusfons.”. .

The bonus system has been successful t_éln motivatlng the advlsors, but it

has not been t'ully thought through. It is a’ very heavy cost to the project, it does
not - respond to all the goals of the pl’OJeCt all _of ,_the implications have not been
thought through and it does not include the su‘p‘ervisory ‘staff. The advisors are not
encouraged to find new borrowers once “they have burlt up a steady clientele, to
focus on specific target group members, or to reach the mmrmum number of . loans'

for an advisor to be profitable to the unit.

No firm structure to the. bonus system has been det'ined or put In place.
An issue such as bonus payments, or penaltres to advisors who leave‘the prOJect
have not been resolved. The management has kept the system flexible, not actually
committing to any one rate, but the advisors think it is already set. Moreover, the,
Senegalese supervisors who are excluded from the bonus system do not have the

financial incentive to provide the necessary support to the adv:sors

Recommendations -

"‘ v‘Change the lncentlve program to reflect the prot‘itabllity of each: advlsow

‘r-{v'the project. Include supervisors in the incentive program and set a cenlmg
of 25 percent of project earnings to cover all bonuses. )

The bonus system should be designed to consider the other project targets |
besides the repayment rate. The bonus system should include the following

criteria:
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» Mmrmum number of loans made and av age loan :31ze,

» Number of new clxents

Allowance for supervxsors‘
° L1m1ted bonuses on second loans to entrepren'
. could recexve a lower percentage), ‘ f;,a;;;
o Emphasrs on target clxents and gettmg them,v to»us_
k systems (required by banks), and IR
. Compensatron for the varymg levels of demand in the drfferen

by 1ncreas1ng bonus levels for underpnvxleged areas.

This system may be more complex to establxsh and momtor,kbut 1t should:
lead to better overall pro_|ect performance. Co

Credit rﬂcyofrinml tjtel,e :;,:

Flndings

The Credit‘f‘ ‘,Com'mittee officiaily comprises the SSE and the credxt S

specialists in the SBAUI‘ “The committee hears all formal loan presentations by the
advisors, reviews appraisals, and approves or rejects all loans. Decisions are made "
by consensus. If any one of the three on the committee is opposed, the loan is not
approved until the problem is resolved. To date, all cases have received a personal”
visit from at least one member of the Credit Committee to verify the project andv"
the accuracy of the appraisal preparation. '

The committee is missing a key element required to maintain a low default
rate; sound local knowledge of the Kaolack region and of the Senegalese polmcal

legal structure. and technical expertxse in agnculture, the ‘area on which the project
focuses.

Also, no member of . the committee has ever served on a bank c,}e:"dfgf"*'
Committee before. . ' :
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_ Con(:lusto'n

he Credlt Committee ha one' 'an excellen

' Recommendations -

Invite the new regional director of the Caisse Nationale de Crédit Agricole
au Sénégal (CNCAS) to sit on the Credit Committee. The CNCAS will open
up a branch in Kaolack in June, and the director could provide formal
banking expertise as well as gain an understanding of how the project is
being successfully managed.

Train the credit speciallst (who verifies all loan guarantees) further ln the;‘k"‘a*.

faws governing legal accountablllty and the flscal : powers of::”:: local"*'lff"f""‘

authoritles for committing the government funds to cover repayments. L
Loan Criteria and the Portfolio
Loan req'uest‘_s‘musft meet the following criteria to‘,becornei

° The enterpnse must be ongoing;

| o';"'l'he entrepreneur should not be able to get a loan from’ the bank

- " The entrepreneur must make a financial contnbutxon tu the project
o There must be a specific project to be funded:; | ' -
~® A secure guarantee must be provided; |
e The loan request must be under 3 million CFA and shorter'than one year,
e The project must be financially viable; and | o

e The project must lead to a lasting, beneficial impact on the enterorise. :
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How are these being respected, and what 1s it‘h“ex_r u‘npgéy pp,-brgac}i'lpg. th¢ "‘é‘bgjs‘wo‘f

strengthening firms as well as self—sustainaﬁ'il;it‘y: of tl;eBAU -(Se_é' Append1x9 or

a discussion of profitability and the portfolib,’)? , :

3

Findings

The project finances abctlvl‘tles‘ lnwhlch the entrepreneur’ has :9

as agricu'tural production and '!iQéstQék fattenmgbut wherenoongomgoperanon
exists. e S e T S L

The project has made loans ”tb ‘severalv entrepreneurs who have elither received
bank loans inm the pasf or have th’erﬁ now, 'These entrepreneurs come to the project
because it can meet secondary requirements of the loan, which banks could not,
regarding service, timely delivery of the loan, or simply being able to grant the loan,

The project requires the same basic guarantees as do local banks, but is more
fiexible in trying 5 find innovative, lower cost solutions for the borrower, The
project does not require guarantees to be notarized, lowering the cost to the
borrower but raising legal risks for the project. This has been very effective so far,
and the project has lost only two approved loans because of a lack of a guarantee,
The guarantee is a critical element in getting repaid and in preparing for the future
institutionalization of the SBAU.

The 12-month and 3 miilion CFA limits have excluded many potential target
group borrowers.  These borrowers may need more than 3 million CFA or have
productive investments that may require more than 12 months to repay. The small
average loan size (1.3 million CFA) is a direct reflection of this limit,.

Five borrowers havye returned to the project for a second loun after paying
beck the first one. Although there have been beneficial impacts on their enterprises
resulting from the loans, they are still too far away from formal banking criteria to
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qualey.,: It s’ doubtfu

number of enterpnses that recenve loans an

them off wnll be ready to 'use formal:,lendtn‘g"nstttutnons' Y the end f the pro Ject._ :

The project requlres that most loans Iead to a 100, percent“return on lnvestment
(ROI) as a goal. This hurdle rate 1s to ensure fmancral vnabnhty and allows enough
leeway for the borrower to repay the loan even 1f he or she makes only 50 percent

of the expected profits.

The average number of loans per advlsor"*to date ls 19 over nlne months, or an

annual average of 24

Advlsors are communlcatlng the advantages of early repayment to. the borrowers
in vlew of strengthening the firms. This is not to the advantage of the advnsor,
under the bonus system, but is sound policy for the borrowers, ‘ S

The SBAU will have lost 17 million CFA during this flrst year of operations to
bring credit to the entrepreneurs, despite no defauits. SEEE D '

The impact criteria have been well respected by the Credit Committee. The 100
percent ROI requirement strengthens the borrowing enterprise, because the profits
are being reinvested in the operation. Four examples of the positive impact the

loans have had, from entrepreneurs who have fully paid off their loans are:

e One metalworker borrowed 500,000 CFA to increase his working capital to
allow him to make and sell more electric millet grinders. He repaid the loan
in two months, clearmg more than 600,000 CFA in profits. He has
reinvested that money in the electric grinder operation and has returned for
a second loan of 1.5 million CFA to begin manufacturing a diesel motor-
powered grinder for use in rural areas;

e A bulk agricultural produce merchant paid off his loan and used the return
from his investment to open the first local dealership for plow parts, on
which he now has exclusive license;

e A small merchant borrowed 500,000 CFA to increase his inventory of goods,
repaid the loan ecarly, increased his inventory by 500,000 CFA and wants to
borrow more to start buying and selling agricultural produce; and
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e A civil servant preparing for ‘his  retirement wrth a hvestock fattenmgf,'f
operation did not make his expected return on a 2.8 ‘million CFA - loan for,f‘*‘
five months, but still earned 225,000 CFA, for a 20 percent return on therﬁ_ :
loan, which he reinvested in the infrastructure of his farm. SR

The bank requirement to have regular record keeping systems is mlsslng from
the list of criteria. Most small enterpnses commg to the pro;ect do -not -have any'.
formal accountmg systems, nor are they interested in the formal traxnxng requxred to
institute them.  The fact that fewer than 5 percent of tne ‘borrowers have formal
systems has not affected the ability of the entrepreneurs to repay their loans.
Banks however require an accountmg system, albert rudtmentary (See Appendxx 8,‘

for further dxscussxon of the issue.)

Conclusions

The loan criteria of the SSE component have led to a successful first year with
loan repayments. The low ceiling on loans and the. one-year limit have ensured that
the entrepreneurs do not get overextended. and can repay.  These two elements,
however, restrict the profitability of the SBAU.

The guarantee procedure implemented has been suitably adapted to the target
group. The project requires the same guarantees as the banks, but does not require
that they be notarized. This heavy up-front investment for an entrepreneur often

serves as a barrier to entry to the credit market.

The project has a slgnificant impact on strengthening the firms to which it has
made loans. This derives from the impact of credit and reinvestment of profits

rather than from improved managerial systems.

" The lack of formal training Is compensated for by the Informal advice belng
provided by the advisor. Instead of requiring the existence of the record system,
the loan advisor helps the prospective borrower identify his or her resources and
works with the client to establish the specific needs of the project and its
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repayment schedule. This close counselmg provndes mformal tralmng, 2
'sensxtmng the clients to the realmes of the repayment schedule oo L

The”‘S‘BAUk focusés on"loan gppraléal preparation, approval, and monitoring. It
has made a decision not to involve itself in formal training of entrepreneurs. This
strategy allows it to apply it resources to those entrepreneurs who have the best
chance of succeeding. The SBAU does not now have the resources to begin formal

training of the small entrepreneurs, even if they want it.

Increasing the volume of actlvity to reach a profitable level wlll require an
Infiux of capital. The cash-flow calculations showing the source (original $450,000 or
135 million CFA plus interest reflows) of funds and the use (increasing the amount
of loans outstanding) of funds (in Appendix 11) point to the upcoming shortfall in
~ capital to be lent, 25 million CFA by June 1989 and 104 million CFA by the end of
the project. These figures are based on reaching break-even in June 1989 and
profitability in 1990. Should these goals be delayed, the needs for funds will be
lower.

Reqommendatlons

Keep( 'thé;ﬁ average loan length short, near the current avéfagé of ‘i_’\iné
“'months, ‘Some loc.s of duration ldnger than one year can be made if for a
‘sbecific productive investment, but in general loans over one year should be
avoided. Longer term loans are far riskier than short-term loans and
require a different set of analytical tools to be developed.

Ralse the loan celling from 3 mlilion CFA to 6 million CFA. This will a]low
the size of the average loan to grow to about 1.8 million CFA.,

Continue the rest of the SBAU's current loan analysls policles. They work
well, and defaults must be kept below 5 percent for the project to become
self-sustainable.
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PACD. SR

Maintaln the Interest rate” at 24 percen
possible, raised by one percentage 50'{:‘1"{ ortwoto e

USAID should approve a transfer of 104"“&1’“‘"9: lfCFA:‘fl"bm : thei‘une;*bgﬁi(:‘ie&

PYO grant fund to the SSE revolving credit’ fund This will provide ‘the
funds necessary to reach a profitable state, -~ -~ . - ' S

Target Group of Clients and Demand for Credit

A critical assumption being made by the project, but which was not ekpiessed
in the PP, is that the target group represents a market with sufficient demand for
credit to produce up to 65 viable, fundabie projects per advisor each year, The
target group in the PP (see Appendix 6) is limited to firms related to agricultural
production. The project has already expanded the group to include other firms in
indirectly related areas (see Appendix 7) because they met the other very restrictive
conditions of the loan criteria imposed by the project. Is the current market large
enough to allow the project to become self-sustainable? Do the advisors have the
capabilities and means to reach that market? If not, what actions should be taken
to expand the target group? ”

Findings

Each advisor has been visited by inoi'e “than '.700;‘“':“"&“ Individuals lnterési’é‘d-
in recelving loans. Many do not have ongoing enterprises or f undable projects. o

The advisors In Kaolack and Fatick have weli over 1,000 enterprises In thelr
zones that do not receive bank funding, : R
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: Kaolack and Fatlck

;The' advlsors belleve they can eastly reach 25 loans per year Two advrsors m ‘
outlymg zones had at least 15 fundable prOJeCt proposals on their - desks, .waxtmg for
f'urther mt‘ormanon The advisor for Kaolack North had about 40 f'undable prOJects '
on his desk,_ E

The advlsors have been Instructed to respond to proposals sent to them rather
than trylng to generate demand. Following the initial _marketmg and publicity
campaign, it was felt that all entrepreneurs with viable projects would come forward
of their own free will. - ' |

Three ol' the l'lve adwsors have . llttle ldea about how to market thelr servlces

" to generate lncreased demand from the target group._,{f

Since the l'lrst 'months of the project,k the SSE speclallst has not been lnvolved
in marketlng the pro]ect and trying to ldentlt’y new cllents t’or the advisors. S

The advlsors are hmlted in thelr ablllty to access the more rural parts of thelr

zones because of the time required to reach them and lack of transportatlon.

~ There is a large demand for credit at 24 percent In alli zomes from firms with
viable projects that do not now have access to formal credit. Banks are unwilling to
lend to many of these firms because of the risk, cost of lending, and lack of
management systems. Many of the firms are unwilling to go to the banks because of
ignorance, fear, or the initial expenses involved (see Appendix 8 for analysis of why
banks do not lend and entrepreneurs will not go to banks). Many of these firms do
not fall within the target group or do not meet the project’s restrictive lending
criteria,
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‘Many' v‘e'ntrepreneu'rs. ‘dov ‘not “',reall'ze lle beneflts credlt can bring Two
borrowers, among those interviewed, said tlley had not wanted;‘ to take a loan It
was only through the advisor’s efforts that they were able to :ee the benefits credrt
could provide. They took the loans on a trxal basxs. _ One has repaxd and taken outl-

a second loan, and the other is on time - w:th his payments""f Both are pleased'-"wx

the benefits they have received from the credit.

Conclusions |

The demand for credit among the target group, at present, ls ‘not large enoughv
to produce 55 loans per advisor each vear. The demand for credit in Kaolack itself
is great enough to provide enough clients to cover the costs of delivering credit to
those entrepreneurs in the target group. But -in the outlying zones (Sokone,
Koungheul, and Kaffrine), there are a smaller number of firms from which to draw.
In addition, those in the target group are small and will request smallerloans.

There ls untapped demand among the target group. This demand can be reached
if the advisors have better training in marketing the project's services and if- thexr
means of travel are improved. However, even with the increase in demand from- thel;fii':_’
target group, there will be insufficient overall demand consxdenng the restnctxve%i"‘*
criteria the project imposes on reinvestment in the firm, ' o

Loosening the restrictions on fundable projects and Increasing the ceiling on .
loans will increase project effectivenmess in reaching the target group. Increasing the
number of overall loans and raising the average loan size will provide the economxes
of scale necessary to become profitable.  With these larger, more profitable loans,
the, SBAU will be able to afford to make Joans to the target group. Therefore',’
extending loans to these non-target enterprises, even though they are still small and
unbankable, will effectively subsidize the smaller less economrc loans to the target 1
group, ‘ )
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'Loosenlhg the 'revst.i'i‘ctiah"s ‘”wlrl‘l ’n:o"‘t‘ lead t(; subsidized loans to non- target’ firms.
The 24 percent interest rate’ xs 105" percentage points above the formal bank rate.
This dxfferentxal ensures that ‘most firms requesting credit will not have access to
bank loans, or they would use them. Any firm that approaches the pro_;ect for a"
loan must still meet the other criteria, thus ensuring that the loan is fmancxally.
vxable These firms will therefore contribute to the profitability of the SBAU. S

Flrms that. can profitably use money at 2 24 percent intereét rate, biit fvtha>t ,
cannot get access to the credit, lose opportunities to stimulate the iocal economy)
and provlde additional services to the communlty Therefore, lending to those firms ::
falling outside the defined target group will have an impact on overall economic
activity‘ resulting in greater development of the target group.

Recommendations

E(‘x’ite‘fta{lnai loan requests from firms that do‘fno"tvf fall directly wlithin the
target ‘group or that may not meet the enterprise development criteria being
lh’i:pc')s'ed by the project. These loans should always come in second priority
" to firms in the target group or other firms meeting the other loan criteria
(particularly reinvestment in the firm). This priority should be structured
into the bonus program,

The MU should help the advisors to iden.tify’ tiéw clients by:

o Establishing links with PVOs active in the ,_region-'; to,f haVez;aﬁ_"thetfxif '
identify good entrepreneurs; and ' RN TR P

o Approaching large firms (for example, SONACOS construction firms
and SONELEC) to identify their best supphers for targetmg by the
advisors.

The SSE speciallst should provide formal »t‘ialknlxvigk“to’ the, 'advlsors 'lh
marketing. " D

USAID should expedite the purchase of motoycycles lfor,’:t/’lfael advlslt,'):rs‘.*" 5
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Instltutlo'hilv"zi%‘ﬁo‘nf Of ‘he SSEComp°"°nt R

The demand for credtt‘ vnalysxs dehneates the pOSSlbllltleS for the SBAU m thef,.flf
future. The umt wxll have spent 600 mtlhon CFA developmg the systems to tap 1nt0‘t?ﬁ
this market and to create the mfrastructure necessary to exploxt 1t Constdermg the
important overall economtc developmental aspects of serv1cmg thxs ‘sector of the'f”‘
economy, long held stagnant for lack of credit, mstttuttonahzatxon of the credit fund.-f

can have an important impact.

Two critical assumptions made in the PP regardmg the mstxtuttonahzatxon of '
the project are that Senegalese institutions - ~will - be developed to the point at whtch
the program can be institutionalized, and that credtt mstttutxons in Sine Saloum can
meet SSE needs.

Findings

The main obstacle to Institutionalization Is finding a 'parent A PVO by_:\
Senegalese law, cannot be involved in any profit-making activities. The GOS wxll not A
create a new organization for it. Therefore, only the banking system is left, o

The Senegalese banking system Is rebuildlng. The Banque Internationale’po'ur‘
I'Afrique Occidentale (BIAO) is illiquid, Société Générale de Banques au Sénégal
(SGB) s cleaning up its portfolio, Union Sénégalaise de Banque pour le Commerce et
l’industrie (USB) has gotten the GOS to take charge of its bad debts, Société
National de Banque (SONABANQUE) s reported to be losing money rapidly, and
CNCAS is just getting off the ground with agricultural loans.

Profltability is a critical factor In gettlng any bank to be Interested ln taklng:f} '

_ over the credit fund.
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, The credit managers and directors of the banks in Dakar are lgnorant about‘-
‘what the project is doing and how and why lt is succeeding They are closedi
mxnded especxally because  of the nearly bankrupt status of the Senegalese bankmgf
system. ‘ ‘ ’ L

field~level decisions). Two mstxtutxons, however, were mterested‘ i

because of synergies that they exist between the pro;ect and thexr operatxons, the.
SONABANQUE and the CNCAS. B : IR e '

The obstacle posed by the difference in interest rates banks charger--‘ 13 5
percent and the 24 percent that the project mow charges -- can be overcome...‘ The
credit manager at the CNCAS suggested adding a 10.5 percent contract for servxces
performed onto the 3.5 percent interest -rate limit set by the UMOA. This is
acceptable, considering the services the advisors provide in loan appraxsal preparatxon
and miscellaneous advice, This amount would be charged only to those whose loans
are accepted, making it costless for potential borrowers to try for loans. o

The CNCAS believes that it can create a positive synergy with the pro]ec’t in
the domaln of mobilizing rural savings, needed to lower lts cost “of capltal The
advisors in the field will facilitate their collection job. R

The CNCAS Is experimenting at present. It has two other projects that work
under its auspices, with salaries being paid by ,the projects but funds coming from,
and risk absorbed by, the CNCAS. This approach brings flexibility into the
management process of integrating the project into the CNCAS.
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Commltteemeetlngsto lea al out the 'proJect and" the way lt t‘unctlons

Banks are unable to meet the needs -ot" many small quallﬁed borrowers The
pro;ect has made loans to several entrepreneurs who have either received bank loans
in the past or have them now - These entrepreneurs came to the project because it
is able to meet secondary requrrements of the entrepreneurs that the banks cannot:
service, timely dehvery of the loan, or simply being able to grant the loan,

The CNCAS Is wllllng to entertain a protocol to establlsh a link between the
project and the CNCAS This would specify the amount of participation requxred on
either side at the beginning and the end of the project, as well as the specific
conditions for incorporation.

The Centrai Bank is interested in promoting lending to small- snle enterprlses
It is sponsoring a conference of West African banks to discuss the requrrements of.

lending to small-scale enterprises.

Conclustons

The GOS instltutlons have'::not reached the polnt at whlch'they can take on the
SSE component of the project Therefore the SSE credrt program must be taken on
by the private sector financial commumty : '

The banking system cannot now provlde services to SSEs, nor Is it interested in

trylng except on the most restrictive terms, which few SSEs can fuifill,

The banking system can be more fiexible than it flrst appears. If banks see
the appeal of the project, they can find solutions to the dilemmas presented by its
special requirements.
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'I‘he bankmg system needs more'hmformatnon on the pro_|ect to understandj ‘wha

it is domg, how 1t functnons, and what synergxes can be created between the pro;ect.zli;

‘and the mdmdua] banks E

_ ,‘I‘nereaslng‘ the volume of actlvltyv to ree‘chv"h"k'preﬂtable' 'letel ’w-lll tequlre an
) influx of capital. The cash-flow calculations showing the source (ongmal $450 000 or
135. mxlhon CFA plus interest reflows) of funds and the use (mcreasmg the amount
of loans outstanding) of funds in Appendix 11 point to the upcoming shortfall in
capital to be lent, 25 million CFA by June 1989 and 104 million CFA by the end of
the project. These are based on reaching break-even in June 1989 and profxtabnlxty;'
in 1990. Should these goals be delayed, the needs for funds will be lower.

Recommendatione

The MU should Invite SONABANQUE to. vlslt the”proj'"tf:and prepare_a
‘Pl’OtOCOI for the CNCAS. - The banks can test thenr tions without making

. any ,commxtments.

The SSE speclalist should make a serles of presentatlons to the banks to
begin to educate them about the projeet and why 1t works.. ThlS should be
a multi-year effort, with a presentation to the banking association this
summer to inform its members about the current status of the project, with

-a follow-up one year from now to give them the progress report.

Epcohrage bank participation in the project through "selling” them blocks of
the fund’s best loans on a recourse basls, Under these conditions, the
‘project takes on all the risk but gets the principal, and formal bank

exposure, in return,

Prepare a balance sheet and an Income statement for SBAU actlvities, on ‘an'
annual basls, using a bank format. These will provide the ',finva’ncvidl

institutions with an easily understood reference point,
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”Apﬁroach hé; specxahst from th'é, Ixiternatxonal Labour Orgamzatlon:"
preparmg the conference on lendmg ‘to small scale enterpnses and offer ' to
make ‘a case presentatxon Thxs wxll increase the v:sxbxlxty of the pro_;ect to{

the banking commumty

profitable state.

Impediments to Business De‘\"ev"l"oﬁplﬁe”l‘:t,“ ,

Although the project is focusmg on strengthemng ongoing busmeases. the 1ssue‘,
of new business starts is important for stimulating the private sector. What . are the'
most important obstacles to new business starts in the regions outside of Dakar? o

Findings

For an entrepreneur to obtain the funds necessary to start a new enterprise
from a bank requires that he or she already has an earning stream, has had an
account with the bank for at least six months, and has access to collateral worth at
least two times the amount of the loan. In addition to the rigid bank guarantees,
requiring notarization, the banks require a 35 percent participation by the investor
and a formal business plan. The latter is usually required to have been formulated
by a bureau d'études and is very expensive,

Legally, a series of steps are to be taken for new business starts:

® Registering at the local level with the communal cierk;

® Registering with the Ministries of Commerce or Artisanat for permission’ to
practice (this usually takes place at the nationai level); and E

® Buying the license required to practice from the regional tax authorities,



36

ELQLT—N&M“-W - © .« MID-TERM EVALUATION

The Chamber of Commerce is: tryrng to organize a umt that will take care of :
all three of the elements srmultaneously to: make rt easrer for small busmesses to -

L he current system can be drawn out and often cannot be completed rn a’

reasonable trme frame unless the paths are greased

srmply taxed fon a frxed basrs, negotrated wrth the local tax authorrtres-

There ls no bankruptcy law ln Senegal to protect lenders or'glnvestors ’lnu small

enterprlses

The economic environment In the rural areas Is not favorable to a slgnificant
expansion of businesses, but, as witnessed by the number of viable 'projects funded
by the SBAU, there are many profitable ventures for small entrepreneurs to
undertake. Lack of services and sources of inputs is a constraining factor to many

enterpr'ises, but provides the possibility for others to enter into the market.

Property laws make it difficult for a married woman to get a loan, because
everything she could use as collateral legally belongs to her husband ﬁ;; el

"~ Concluslons

The process Is not easy to get the ’nece‘s‘saryv, ‘approvals to open a buslness. To
meet the administrative requirements can take several months and side expenses.

Unless an entrepreneur already has the capacity to finance the start-up of an
enterprise through family and friends, he or she will be wunable to get bank
financing. Access to credit appears to be the greatest constralnt to the start-up of

small businesses In Senegal.

The lack of legislation protecting Investors ;I‘rom~ banlrrup_tcy is a serious

Impediment to stimulating investment In new venfures,
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- PVOCOMPONENT

The VPVO' component’s purpose is to stx"e'n'gt'hen the .managerial and financial
capacities of PVOs so that they can train VOs to carry out beneficial development
projects, Approximately 210 VO projects are expected to be implemented by PACD, .
receiving technical assistance from PVOs trained in project development, management,
implementation, and credit administration.

Participating PVOs are to be managing projects and able to meet donor
accountability requirements on their own by the end of project (EOP). VOs are to
use credit in subprojects and repay loans, and the credit subcomponent is to be
taken over by the CNCAS at the EQP., |

Critical assumptions for meeting these goals are that:

® PVO technical assistance is suff icient to meet VO needs;"
o Targeted activities correspond to VOs' economic and ecological needs;
¢ The MU targets PYO needs accurately:

® The GOS attitude toward PVOs allows for project implementation; and

t

The CNCAS “ecomes f unctional by EQP,

Impiementation of the PYO component is just starting.  After a slow and
somewhat problematic start, four PVO proposals have been approved by the NPC, and
six more will be considered this month. One of the four approved PVOs has begun
work with four VOs,

Grants
The PP anticipates working through 21-30 PVOs to provide assistance to 210 YO

projects by PACD. An average YO was estimated to have about 20 people, including
men and women,
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i Tnt .

| For y%ﬁr& E Vds are bemg assisted,,. ery - shortly wnll ‘!afé,;f',tlirduéh”f_‘ he -

executnon of programs by four PVOs

Fouf PVOs haVe received grants. Tiuee of these grants were disbursed during
March and April 1987, CARITAS/Mbour received its grant in October 1986 and began
project activities shortly thereafter. The PVOs receiving grants are:

CARITAS/Mbour . | October 1986  $237,000 4
PADEC ~ March 1987 $172,000 |
AFRICARE ~ April 1987 $645,000 15
OEF/MFR o April 1987 $400,000 20
$1,454,000 a2

Of the four grantees, only CARITAS/Mbour is 1mplementing actxviues wnth its
VOs. Its credit fund to finance production activities works well, and loans are

reimbursed on time or early.

The three PVOs, whose grant applications were recently approved, plan to start
most of their projects after the upcoming rainy season. Administrative delays in
disbursement of funds have caused cattle- and sheep-fattening and market-gardening

projects to be postponed until the next dry season.
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Flndings'

Participation of PVOs Qr}f{gff

) vPai;tl'c:lb'atlb_n; of PVOs In " the project has - bééﬁ; i'l'oWéji‘"_'tlviih anticipated in
the PP, PVO paft‘iﬁt:ipétiqn has been characterized by r"a;’-"'wn‘li'xt‘ure of interest,
pessimism, di’strust, : pﬁflosophical differences, praéticél.‘H.differences, proposal
preparation, and préposal withdrawal, ' o

In 1983, USAID Sponsored workshops and conferences for PVOs in Senegal
to critique and to participate in the project, Following project authorization, PyQ
participation was again solicited at g conference attended by 80 PVOs in 1985. AID
invited 50 PVQs to a workshop in April 1986 to Study the criteria for participation
in the project with the MU staff, [t was hoped that the workshop would spark
interest and subsequent elaboration of PYO proposals. Only 15 PvOs attended, but

the MU staff expected to recejve proposals from them for review,

Twenty-nine PVOs have had contact with the project staff over the past
year regarding possible collaboration (pre-proposals, proposals, correspondence, and
attendance at project-sponsored workshops and seminars), Four have been funded,
and six are awaiting action on their proposals, Of the 19 not participating, some do
not have ongoing VO activities in the Kaolack/Fatick region and others lack

expertise in agricultura] production and credit.

Three PVOQs (CARITAS/KaoIack, Office Africain de Développement et de
Coopération [OFADEC]), and the National Council for Negro Women [NCNW)) withdrew
from the project after considerable investments of human and financial resources
(field agents looking at project sites, preparation of - proposals, adjustments of
accounting methods to USAID guidelines, secretarial Support, budget preparation,
travel, etc). One PYO’s proposal (RADI/Scnngal) was never presented, and another's
(AISA) was deferred until its accounting  system meets USAID's accountability
standards.  AISA s one of the six PVQjs awaiting approval gt the July 1987 NPC
meeting,



40

PIO/T No, 685-0260-87 B ' : MID-TERM_EVALUATION

The withdrawal of CARITAS/Kaolack was partlcularly difficult for MU .
staff. It 1s the largest PYO operating in the K aolack region, and one upon whnch'
the pro_tect hoped to depend for advice, assistance, imaginative ideas, _andl;_.;
cooperation. CARITAS/Kaolack had three principal criticisms of the project: B

o "'PVOs had no say in MU and NPC decisionmaking;

. 'The pro_tect did not leave much room for a PVO to choose and carr
own projects according to its own criteria; and , -

0 :The prOJect did not consider the implications for PVO-bux
_and recurrmg costs post-PACD., ST

- ?'roject‘ngldity

Many PVOs complam about the ngtdxty of the PVO component of 'the '
project, mcludmg ‘ RE

(] Internal management systems reqmred of the PVOs before they can recexve
project funding; > :

o No per diem funds for Centre d'Expansion Rurale (CER)pe :rsom’,'el;‘ 1; o
e Many proposed projects are disallowed by MU staff; L

‘e AID rules and regulations are overly complex;

. Projeots offered are not those that villagers would “°'~"?51iy,‘s,§1 ect, and .

¢ A requirement to work with CERs,
These felt rigidities vary by PVO, and are¢ not homogeneous. ”

In contrast, the PVO component includes many requirements that are
inherent to the success of a credit program: '

e PVOs must have accounting systems and basic management skills necessary to
account for funds lent, monitor repayments, and identify and transmit needed
skills to the VOs;




a1

PIO/T No. 685-0260-87 ... . -~ .. ' . i MID-TERM EVALUATION

e Proposed projects must be fmancrally vrabl‘_ hat is,’ V'e"a_rn' enou‘ghﬁ,i‘t‘oﬂi,repay'

the loan principal plus interest; and

o PrOJects must be group activities to benefrt from thef‘ ecunty;generated by’i{
group mvolvement necessary to ensure repayment ‘without :usrng formal,_i;
guarantees : - . o e

Many complaints . surroundrng prOJect rrgxdrty stem from‘ PVO admrnistratrvev':
deficiencies or activities proposed for fundlng not berng surtable for group credit.
The PYOs may not have the systems necessary to manage a crednt fund, individual
members from recently organized VOs may want credit for their own personal
projects, or a project may not be financially viable. The most common activities
that are undertaken by VOs (market gardening and livestock fattening) do fall within
the project guidelines stated above.

- Composition of VOs

The composntron of YO varnes more wrdely than prOJected in the project
design. The VOs range in size from 7 to 73 members AFRICARE plans to assist 15
VOs including about 600 people. The Overseas Education Fund/Maisons Familiales
Rurales (OEF/MFR) VOs vary in size from seven members, all men, to a group with
73 members of which 33 are women,

YO Sophistication

The VOs working with the four ’funded PVOs represent a wide range of
organizational development, The CARITAS VOs have received training and technical
assistance for years and represent well-trained, homogeneous organizations, MFR has
been working with most of its VOs for several years, and is starting to develop
strong VOs. AFRICARE and Pan Africain pour le Développement Communautaire
(PADEC), however, work with VOs that did not exist before the project and have

little group organization or cohesion.
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The CARITAS pro_|ect brought rts techmcal trammg, and management'”f
skrlls, ensurmg that wells, pumps, and irrigation lmes are . m workmg order and
marntarned by a contractor who is supervised by the VOs. Moreover these VOs have{
other soclal, educational, and rehgrous affiliations wrth ~the, CARITAS staff that -’
reinforce ‘mutual confidence and assistance. CARITAS/Mbour. also cooperates" with
local government organizations and technical services, and"is specific in delineating
its relations with them. For example, CARITAS/Mbour "defines which government
services it wrll' rermburse or pay for, and which it wrll not. In turn, th,e'-’
admmrstratlve authontres of Fatick appreciate and partrcrpate m the developmental
actrvmes of CARI’I‘AS in that zone.. : '

'Us'ev_‘of ':Crant ‘Funds

Grant funds have been allocated for infrastructuts hdé'vél‘opmént,“\?',yPVO
personnel, and operating costs required to manage the credit fund. One 'Surprising
finding was the large ratio of grant funds required to credit delivered, about 2:1.
Appendix 13 shows the breakdown of approved PYO budgets.

More money has been required to establish the PVOs in the region than
was expected. For OEF, 31 percent is required to start ‘their operation -in Kaolack,
with 29.6 percent for PADEC and 28.5 percent for CARITAS. In addition, there is a
10 percent overhead charge for each PYO and charges for training of trainers,‘ Dakar
support, etc. Village training for all PYOs is below 10.5 percent of all budgets with
credit accounting for another 22.5-33 percent. e

Delays in Proposal Processing

_" In theory, the approval circuit should take 10 weeks.v The aporoval
E j‘o)ircnit, however, depends on adequate proposal preparation, If one expands the
‘_oirouit to include proposal preparation, the time to approval has ranged from four to
13 months. In addition, the process from initial submission of a preproposal to the
MU to final proposal review at the NPC has not been as smooth as desired:
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L

o Proposals presented often - have to be rewritten Yin-'~p'arvt7j' '7:'_<),r” ',V.;_cbdmblctély,“.
sometimes several times over at MU insistence; P .

® PVO accounting and accountability systems often;'n'ééd:"“‘\‘;é}ifi‘c‘;étior}y,}.an_d’,‘fjf
strengthening to meet AID accountability specifications; -

e The initial steps for proposal approval, which ‘cbn’s'istﬂg, evi W by
arrondissement and department authorities, is fast, - usually only a few" days
at each level; S e T T e

® A proposal can encounter delays at the regional (governor's) IeVel ;‘aS\’a\";jrév‘sv‘ultl‘-‘f":{
of the difficulty in getting the appropriate officials together at one time, . ¢

e In the case of international PVOs (IPVOs) and . their local offices, there ;vcz‘a'n' .'
be delays in proposal clearance by the home office and in negotiations; and

e Further delays can occur at the NPC level, if the NPC asks for .additional
information or if it gives conditional approval to a PVO to begin part of its
project.

The four PVOs participating in the project have experienced delays in the
processing of their proposals, in the review of their budgets and accounting cvstems,
and in obtaining approval of final proposals. Two PVQOs are experiencing delays in
disbursements of operating and credit funds to finance training and production
activities, These delays have caused the three PVOs' field staffs to lose credibility
among the groups with which they work.

OEF's local offices and AFRICARE experienced delays as authorization for
their activities had to come from thejr headquarters in Washington, D.C. Specific
delays were encountered by AFRICARE over budgetary negotiations by its homg
office. OEF had delays over questions of control and disbursement of funds between
its Washington office and the MU. | ’ :

Operational Factors

The manager of the PVO component Is the most visible l’ndlvldual involved with
PYOs -- and thus most vulnerable to criticism, To a smal! PVO seeking project
funds, the PVO manager is USAID: the instructions he gives to the PVO and the
criteria he delineates for proposal acceptance represent the instructions and criteria
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of USAID He adhered to the letter ot' the PP and rnsrsted that 1t be respected byf:
the PVOs and VOs. - From the standpornt ot' some PVOs, the project's PVO
component appeared to be bogged down m detarls -- t'or example, can budgeted
expenses in one line item be shifted to another and in what proportron? Can a PVO -
without full legal status qualify for a grant? Can it_ be advanced funds for
preparatron of a proposal if it is not yet an oft'rcrally sanctroned PVO?

The PVO ‘component could have sought more flexibility in the criteria early inii
project implementation. It did not because ot' the lrmrted experience of the - PVO‘?"
component manager in administering and 1mplementmg of PVO programs, and the’-i
limited guidance from the former chief of party. The 'PYO component has functroned‘
more or less independently since its inception, and the original PVO speclallst'
departed within two weeks of the project start-up. In addition, the first t'lnancral

management/credit advisor refused to carry out credit tasks.

With the guidance now provided by the current chief of party and the team
effort of the MU, the PVO staff has introduced flexibility in the application of VO
project selection criteria to accommodate environmental limitations and economic and

business considerations.
Conclusions

The configuration of VOs is different from that of the pro,;ect desrgn fl"he
original projections were for a beneficiary population of 4,200 people distributed
between 210 VO projects, and the VOs were to be serviced by 21-30 PVOs. It was
assumed that the average PVO could service about 7-10 VOs. In reality, the PVOs
service 3-20 VOs each, depending on the carrying capacity of the PVO. PADEC, a

new and inexperienced PVO, has the smallest number of VOs,
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Reallstlcnlly, 70 100 .'VOs ’can be served by the project vaen the tlme
remaining to PACD, the delays encountered in- proposal preparation and approval, the,
funds remaining in the PVO g-ant actmty, and the recommended strategy to work'
with fewer PVOs, the -original target of 210 VOs is not realistic. .- Six to etght well-
trained PYOs with adequate resources could manage this number of VOs R

The very nature of a credit program limits the range of actlvltles that can bef
funded to those that are ﬁnanclally viahle. Rejectlon of some tradmonal PVO"
projects (such as  wells for drinking water) may be mterpreted as ngxdnty, but’
actuaily responds to the financial viability of the pro ject to be f unded ' : -

Some PVOs wish to mclude non-eligible actnvmes in thexr list of projects (for»_
example, NCNW and drmkmg water). When these are disallowed by the MU, the -
PYO withdraws, If the PVOs actually had ongoing actlvltles with VOs, credit funds
would be applied to the approprlate activities and this would not create a problem,

The rlgldity in criteria sppllcation has been rectlﬂed ‘, The project has
introduced a degree of flexibility in application of the criteria -~ with NPC approval,
Some rainy season activities that extend well into the dry season have been
approved, for example, the PADEC VOs may produce manioc on the grounds that v
harvest and marketing take place well into the dry season. The same approval wxll’_..
be sought for the six ASPR VOs (manioc) at the July 1987 meeting of the NPC. |

Other rainy season activities may be approved, such as a PADEC VO that was
approved to cultivate small areas of peanuts, millet,'end cowpeas to ensure that jt
could repay its cattle-fattening operation. In addition' the by-products of these
crops will be used as cattle feed. A well will be financed for vegetable gardening
where no convement water supply is available for growing the vegetables.

The PVOs, which have been conducting tralning with VOs during the period
preceding funding of PVOs’ proposals, are vuinerable to loss of credibility among
their VOs when credit does not materialize on tlme. This loss of credibility 1is
exacerbated by the imminent rainy season because during that time many planned -
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The'”P Ozcomponent gets more bogged down ln detalls than the SSE component k
which has the capaclty and authority to Implement lts component qulckly and'
efflclently To many PVOs, the project does not appear to concentrate on..the task'
at hand -- the transfer of resources from USAID to PYOs and VOs, so that they can'

assume responstbxhty for thexr own development.
Serious delays in the approval circuit arise because of:

e Poorly concelved incomplete proposals that shuttle between the PVO and the -
MU for correction, and field verification of the appropnateness of the
- proposal; , _ e

. -‘ The verification and strengthening of PVO accountabxhty systems and

¢ Time-consuming IPYO home ot't'xce local ot't'xce decxsxonmakmg and negottatton
processes. S B

: Reeovmmen,dat_ionsif”' ik

,-PVO “participation in the project should be ‘re'.det'ined‘ quantitatively and
quahtatxvely sc that, by PACD, an accurate assessment can be made of the

= performance of PVOs in assisting VOs in carrying out development projects.

o Restrict the number of PVOs participatlng in the project to six to
elght as a result of the limited project human resources and time
remaining until PACD, and to be able to test the basic hypothesis with
well-strengthencd PV Os;

¢ Prioritize those PYO projects that are Innovative and that test
llnkages of PYOs/VOs with small business, with agricultural delivery
services, and with each other (that is, a PVO collaborating with
another PYO);
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Training

o«»Cthinué " to-encourage participation of women In VOs- a"c"cordl:ng to
their preferred ways of grouping themselves -- sometimes as separate
groups or sometimes as mixed gender groups; : :

¢ The total number of VOs to be served during the project should be
reduced to reflect the carrying capacity of the participating PVOs.
The estimated recommendation is from 70 to 100 YOs, but allowance
should be made for variance in numbers of persons per VO,

o USAID and project staff should review project proposal procedures for
PYOs to make them simpler to follow and faster to process, and’ -
thereby shortening the approval circuit; and R S '

¢ IPYOs requiring clearances from their home offices should ’obtain:;tﬁen_i{ﬁ
before beginning the approval process. e e

Training was identified as a prime requirement for villagers and entrepreneurs

to become self-reliant in carrying out their own development. Two main steps were

envisaged in the PP for the training component:

PYO workshops in proposal preparation and AID accountability requirements
were to be organized, and other PVO training needs were to be determined;
and

To start the process of training villagers and entrepreneurs, the project
training specialist was to develop the materials and identify the trainers for
literacy and numeracy training;

Develop the material and identify the trainers for literacy and numeracy;.‘:;
training, S

== Help PVOs find technical expertise in technical areas such as \‘/ege'}t&b‘ylé'f‘{{j
production, livestock fattening, and integrated pest control, RN

-- Monitor PYO training activities for VOs, including credit, and

-- Train the Senegalese counterpart to take over the training specialist's
duties in year 3.

Today the project is entering the imple:..entation stage, which entails

strengthening its PYO participants in substantjve management and financial areas,
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The 'queStion' arises: "ls the management unrt staffed to prov:de the needed".j
intensive organrzatronal development sexvrces to. PVOs to enable them -to become“‘af‘-
relrable source of assistance to farmers? o '

Progress to Date

o aa Planmng for PVOs - erght days 15 PVOs, 20 partrcrpants..

i PVO trarmng

Hired and trained Senegalese counterpart

Training strategy developed and approvedw :

Aprrl 986.

S Fmancral Management -, three days, seven PVOs, 14 partrcrpantS' August

Finding technical expertise for PVOs:

1986.

‘Budgeting - two days, 13 PVOS, 14 partieinante:'November 1986.

Credit Management - three days 10 PVOs,»ll\ \participants: April 1987,

Trainers for the PVO financial management seminar were trained.

Materials Developed:

-- A PVO manual covering project. identification, design, commodity
procurement, financial analysis, accounting, budgeting and credit

management; and . Ll S R

-~ Trainers notebook for the‘above.

PVYO training needs:

-- MU personnel verified needs and are '"working ‘wrth 'PVO w'_tq‘__‘develop

training plans.

-- Pesticides -- The head of the Centre de Développement Horticole will
train 25 PVO participants. The project is to propose a date for seminar,

Conservation - Centre de I'Etude et de Recherche Sur Les Energies.

Food Processing -~ Institut de Tz-hnologie Alimentaire,

Reforestation -- Centre de I'Eti:de de Recherche Forestiére.
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Y Literacy/’h’ﬁrfhefﬁéykgl . ,:

-- 'Ve'ryy.vlitt!e_édbﬁé‘ ‘td?vd“‘té; e

Findings B

L“‘"‘.";/ N“F'i':.ebf'iéycM‘htebrtlals‘andfTralners N

In line Mth-*ihe project’s stated minimalist approach to training, that is,
"of using the least amouht of resources possible to achieve project objectives® and
the philosophy of not offering other interventions if people do not really want them,
and because of the pressure to get clients, make loans, and get repayment, the
literacy/numeracy component of tl{e training has not been activated.  Furthermore,
the project found that people were not asking for this training, nor has the lack of
training been an impediment so far to project progress. In addition, very few
people are absolutely innumerate -- clients either keep rudifnentary records in French
or in Arabic, or have a family member who keeps records. Since many boys go to
Koran school, they have some familiarity with' reading Arabic. VO members do not

consider literacy and numerous training as a primary need.
Financlal Management and Credit Systems

Some PVOs were thought to be stronger than they actually are. The
strength of financial systems differs acrass PVOs. CARITAS/Mbour's financial
system, for example, was already functioning well with only minor changes required.
In contrast, PADEC required eight months to get its financial system to an
acceptable level. Thus, most PVOs need training in financial management, With
respect to credit systems, only CARITAS/Mbour had the necessary experience and

expertise.
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UnderstandlngofCredltSystems e

VOs v‘a,r‘y;vwlidely'v' “in their,_.¢om.préhension of ckredit‘,.;ki Forexample.the
CARITAS/Mbour VOs are well trained by CARITAS in crve'dity m'ariégement. By
contrast, the AFRICARE VOs just recently organized are the inost confused about
credit intended for their benefit. The AFRICARE agent, newly assigned to the area,
is just only familiarizing himself with the area, the people, and the C&ED project.

A workshop on credit management was sponsored by the project in
Kaolack in April 1987 for interested PVOs. The CNCAS credit specialist who ran
this workshop received mixed reviews from participants, for his reading of credit
theory rather than presenting practical applications of credit.

Senegalese Counterpart

The Senegalese counterpart (now PVO trainer) is able to carry out more
than routine duties. Since she knows PVOs well, how they operate and how villages
operate, the MU feels that she could do a credible job training PVO trainers. She
could do a good job in monitoring and evaluating PVYO training performance in
villages. Her early weaknesses were inability to innovate and self-start. This is a
question of her self-confidence, which is growing as a result of her change in status
from counterpart to head of PVO training, as part of the MU organizational

streamlining.

She leaves shortly on a three- to four-month maternity leave, PYO stage
two training must start immediately, calling for intensive, one-on-one
organizational/management and financial/credit training for the individual PVQOs. The
PVO trainer does not have the necessary background or skills in these areas.
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Conclusions

The problematic start-bup’of the“ b}oject (personnel reasons) and the subsequent
replacement of the chief of party and the firancial/credit specialist, as well as the
Initial organizational structure, did not permit *'» best utilization of talents, The
PYO training activity had problems in mecting the initial objective of training PVOs
in succinct, appropriate proposal preparation ard in meeting AID accountability
requirements. Once the final group of PVO proposals are approved in July, proposal
_breparatjon and strengthening accounting systems will no longer be issues. Isolated
workshops .on planning, organization, and financial matters do not suffice, Instead,
one-on-one, hands-on training of individual PVQs by MU staff is required. This
training becomes even more urgent as the project starts implementation of the
PYO-YO activity,

The majority of PVQ participants are relatively weak in these areas, and they
will require almost constant one-on-one training, monitoring, and follow-up.  The
PYO component is entering the second stage of its work, and will necd to focus on
strengthening its PVO participants in the substantive areas of
organizational/management development, financial management, and credit program
management,

One-on-one training is expensive and may belie the part of the hypothesis that
states that PVOs can be lower cost providers of goods and services, The implied
assumption in the PP was that PYOs were Stronger than they actually are and would
require less training than the evaluation team's findings bring to light.  This has
implications not only for Senegal, but also for other Sahelian countries, if one
assumes that the same situation (managerially weak PVOs, with little experience in
financial management and credit systems) generally applies. One thus concludes thlat
the appropriate strategy is to select only the strongest PVOs, for example, the
CARITAS/Mbour,
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~ Organizational and: 'miﬁﬁﬁéﬁiént tralnlnﬁ ls” critical for many PVOs. They wxll"' )
have to be well organized enough to be able to deal thh and train from 3 to 20‘

village organizations -- in their own organization, management, fmances, credxt :

production, input supply, inventory control, and marketing of output.

Tralning in credit matters will be extremely important, given the Wid'e ll"a‘n'gké of
activities credit entails, that is, understanding credit, loan solicitation, loan
placement, terms of credit, calculation of interest, collateral, moral guarantees, loan
collection, work-out procedures, and management of revolving funds. All of these
must be thoroughly understood on both the PVO and VO levels. It will also be
important given the wide variance in comprehension of credit exhibited by villagers

to the PYO specialist of the evaluation team.

Finally, credit does not operate in a vacuum, Without the support of
well-organized and -managed VOs and PVOs, which carry out the necessary range of
activities effectively, from project ideatification to marketing of agricultural output,

even the best managed credit program will fail.
Recommendations

To meet the training requirements in organization and credit Z‘Jiﬁavnﬁ-gémeht
skills, the MU must; -

o Decide on the course of eartlon to acquiroc the necessary
organization/management and credlt management expertise for the PVO
component; and

o Rapidly focus this training subcomponent to be able to dellver the
necessary skills to the new ['VOs (approved and about to be approved)
that will soon start implementing VO projects.

crop
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Credit

The aim of the credit Subcomponent xstot‘manceproducnve activities of .VOs
under (ne careful supervision of PVOs. By PACD, YOs S’hvouvld be able to assume
responsibility for managing their loans and to carry out projects with minimal
assistance from PVOs. The organization of the credit subcomponent was intended to
make short- and medium-term loans to groups of villagers at standard rates of
interest. At the end of the project, the CNCAS is to assume the credit function.
The total amount available to the project for lending to VOs through the PVOs is
$750,000. The effectiveness of PYO supervision, monitoring, and training of VOs in
the use and repayment of loans is intended to be a key indicator of the PVO's
overall performance in the project,

Progress to Date

The organization and terms of loans for VOs have been developed by the
project, approved by the NPC and USAID, and adopted by the MU’s PVO component,
Procedures for calculating interest rates, and for reporting and reimbursing loans, are

also available. Information on credit in general is available in French to PVOs.
® Both short- and medium-term credit is available to VOs. Short-term credit
is defined as a loan for up to 12 montks;
® Interest rates are 11-15 percent depending upon the nature of the activity to

be financed,

Introductory training has been given by the project’s financial management unit
to the PYO component staff in computerizing financial and credit information.

Four CARITAS/Mbour-sponsored YOs -~ in MBacisse, Mghohe-Ndof Fongor,
Nobandang, and Pombane -- have borrowed from the project:
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As of Apnl 21, 1987, the first ‘tepaymehf on the short-term ‘loai‘ls"_héd beenmade and
was on time. ’ ' R A E i R,

No other VOs have received loans, . although it is anticipated that-"vf;lgan

disbursements for activities will begin during and after the upcoming rainy season.
Findings

The activity in the credit subcomponent for PVOs has been limited. It will
become more active in the next few months, once the rainy season is finished.
Production activities that were programmed to start earlier this year will then get

under way.

The strength of the credit subcomponent Is its carefully constructed guidellnes,
which are cognizant of the mixed history of credit in rural Senegal and specially
designed to prevent failure,

The main weakness of the credit subcomponent Is the PYO component’s lack of
staff knowledgeable about credlt systems, including management, monitoring, and
accountability. The staff is expecting help from a short-term consultant in June, but
it is doubtful that the consultant, who has other tasks for the MU, can accomplish

much at that time. The prior lack of permanent and qualificd expertise in credit
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systems at prOJect headquarters has delayed the development ot' a momtormg system'f '
for the PVO credit subcomponent Based on work done by tha assistant crednt
specialist bet'ore his assignment to the SSE component the new t'mancxal management

specxahst is developmg this system.!

At present, the PVO office does not h‘avei“the,:':capaei'ty;f; to"_’;;‘rﬁet;‘ieyef"intj'o_rm:a\‘tionf '

quirkly.

* Administrative delays in PVOQ ptoposal approvals have delayed credlt B fund
disbursements, which in turn have caused some VOs to withdraw temporanly untnl‘:
the end of the rainy season, that is, OEF/MFR and AFRICARE with five VOs each '

Two of the three PVOs ‘reaydy to implement credit programs for thelr VOs" ate
inadequately prepared (AFRICARE, OEF/MFR) at both the PYO staff and VO levels.

PYOs in Senegal are experiencing programmatlc changes requiring expertlse ln, o
small buslness development and credlt management. Thlsvexpertlse in manyaeas‘es Is-

lacklng.

Members of YOs vary In their understanding of credit. Interviews in the field
and quick tests for VO comprehension of credit (for exarnple, interest rate, how to
calculate repayment amounts, and what to do with a loan in case of death of

borrower) show a wide variance in understanding,

Indlvidual members of VOs were clear about what actlvities they wished to
flnance with credit from the project, and these did not, in all cases, correspond to
the activities best suited for \;Os. In addition, some VOs have been instructed that
certain activities could not be funded by the project and that the VOs should choose
from those that could be supported. This partial lack of correspondence results from
the following:

1 Since January 1987, a qualified individual has been in charge of the project's
financial activities. He is developing credit management systems for PVOs and VOs.
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’ o A VO member may stress hxs or her own agenda or may not speak wnth the'.

~:full authority of the VO. The MU and PVOs are aware of this and

. therefore treat the question of desired activities only in full meetings of the
. VO, with the VO president present; and

e In some instances, a PVO does not have the technical competence in an
.actxvxty in which the VO wants to get involved or feels that the local
environment will not support the activity. This was the case with
OEF/MFR, which did not want some of its VOs to go into vegetable growing
because of a lack of technical competence on OEF/MFR and salinity
problems with the water in the proposed areas. Thus, OEF/MFR
recommended cattle fattenmg and grain storage. The VOs may have felt
that OEF/MFR was imposing the PVO choice of activity on them, but the
decxsxon was justified.

The majority of loans are for short-term market gardening and cattle-fattening
projecte. The most common activities iaentified by the VOs and PVOs for financing
are market gardening, livestock fattening, and salt production, in that order. A
sampling of other agricultural and agriculturally related activities that VO members
would like to finance are s.aoking fish (for women), cereal banks, pump repair and
maintenance, manioc cultivation, growing sweet potatoes, transport of agricultural
output, large- and small-scale poultry raising for meat and eggs, mixed commerce
(for women), village stores, blacksmithing to make farm and other machinery, and
masonry to build stables and other buildings and walls,

Another sampling of desired activities, not related to agricultural production,
but that reflects the occupations of Senegalese farmers for three quarters of the
year, ineludes:

o Tailor wishing to buy two more sewing machines; -
® Plumber wishing to expand business;

e Electrician wishing to buy stock of supplies; )

e Hair tressers; |

e Dying of cloth for boubous ahd pagké;c;- and

¢ Soap making.
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T s i 0 858 sy, 0L

There ls llttle operatlonal llnkage ‘bhetween the credlt subcamponents ot‘ the PVO‘
and SSE components There is no system for Trdentxt’ymg ‘potentral SSE clients from
among VOs, although individual entrepreneurs in 'VOs wish to expand ‘existing

businesses.
Conclusions - -

One key questlon asked ot‘ the - evaluatlon team was, "Is lt reallstlc to expect »
the VOs to become operatlonal within’ the three years left to the project?" A far |
better perspective on this question will be possible in one year, when' 38 more VOs
will be fully active, to be added to the current small sample of four VOs. If by
operational it is meant that VOs will be able to sustain their activities without ehy
assistance from their sponsoring PYO, the answer is probably no -- although the YOs

will likely achieve a good measure of autonomy in some activities,

Management of credit Is the key activity identified in the. project design as
indicative of the’ PVOs' ability to transfer management skills to VOs so that they, in
turn, can operate more or less independently at the end of this project. Only four
YOs have had experience with credit to date. So far the experience has been good.
Other PVOs instituting credit funds for their VOs vary in degree of management
capacity. '

Whether the VOs of PADEC, OEF, AFRICARE, and those of newly approved
PVOs become largely operational depends on the quality and intensity of the credit
management training offered by the project’s PYO component.

PYOs’ abilities to Impiement credi programs vary wldely. This may make the
credit subcomponent’s management potentially problematic.  Whereas much attention
was paid to the PVQs' accounting systems (with verifications and audit reports),
equivalent attention has not been paid to the capacity of PVOs to manage credit
projects -- primarily because the MU staff has not had the expertise.
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Partlclpatlng PYOs (except CARITAS) need additional training and on-the’ywob
practice in managing credit programs. This assistance is partncularly needed by P‘VO
field staff. VOs considering both short- and medmm-term loans wnll need greater
supervision than the PYOs have anticipated, - ’ ’

Actlvities financed by this credit 'fund k“a‘r'e not aiways the priority “activitles
that ‘VOs‘ wish to finance, but are accepted In order to have access to credit. The
MU staff is aware of this fact and a good example is the OEF/MFR case cited
above.. The project staff and participating PVO should be aware that project criteria
may not always be respected in the future as more VOs become active. This danger
is largely obviated by MU and PVO site visits, the need for the collusion of a PVO,
and the need for neighboring VOs to remain silent. Also the VO that considers this
knows that it can forfeit its next credit tranche. As the project staff, and PVOs
and VOs learn more about credit, opportunities should be offered for wider uses of
credit,

The non-agricultural actlvities cited above as well as those engaged In by VO
members on an Individual basis could be of Interest to the SBAU, assuming that
entrepreneurs successfully pass the SSE screening process. The activities could also
be of interest as an experimental add-on program that would accord loans for

non-agricultural activities on a short-term basis.

Another key question asked was, "How should the PVO loan reflows be
channeled?” To channel loan reflows away from the PVYOs will hamstring their credit
management efforts, will be a psychological disincentive for the managing individuals,
and will partially invalidate the desired test of PVOs’ ability to deliver the full range
of services. Finally, it is doubtful that PVO loan reflows will be substantial and
timely enough to meect the SSE capital infusion requirements. Therefore, PVO loan
reflows should be channeled back through PVOs for relending to their VOs.
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Recommendations

The MU must act lmmedlately to pertect the systems and put ln place the_
appropriate personnel to lmplement, manage and monitor the . PYO credit
subcomponent. The financiai management officer should be responsible for'k
making ready the systems including appropriate, off-the-shelf software. The
personnel requirement is more difficult. The MU must recruit an .
experienced credit specialist to work with PVOs or train the PVO technical
specialist in credit matters. During the interim, the MU can draw upon the -
credit expertise of the SSE component for initial training of 40 VOs th‘at.“

are to receive loans in the next few months.

Interpret project guidelines for financing YO activities more llberally, andv"
as a corollary, the- activities VOs wish to undertake should be prxormzed
according to economic viability. ‘

Establlsh operational llnkages between the SSE and PVO components to
enlarge the portfollos of the small business advisors In the more rural areas

and .o take advantage of rural entrepreneurs’ ambitions.
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CHAPTER THREE
SPECIAL PVO ISSUES

The e\}eluatien ‘teéni Was 'vasked to examme 1ssues relatmg the basnc
hypothesis of the project: that - PVOs can ‘be . a better alternatxve to government
services m the provision of goods and services to farmers. “The team was also asked
to review a proposed ma jO!‘ revision of the PVO component strategy '

ARE PVOs VIABLE AVL"I"‘ERNATIZVES TO GOVEIRNMENT 'sER‘v’tcEs?f"

Are PVOs viable altemanves o government. services? Can they prowde 2,
less costly. more efficient, and more flexible services than. govemment?

PVOs, government technical services, and USAID's agricultural office Wereﬁ all
unable to provide data on the cost of delivery of services. Without the’v data to
analyze comparative costs of delivery of services, the evaluation team can-not judge
whether PVOs are cheaper or more expensive deliverers of services than are
government organizations. A proposed baseline study submitted for approval to the
NPC in 1986 was rejected. Without baseline data, progress toward achievement of
objectives and comparisons of costs of PVOs with those of government orgamzatlons‘

cannot be calculated.

With oaly four active VOs upon which to judge performance of PVOs and draw
inferences for the future, one is necessarily cautious, The four VOs cited in this
evaluation are those sponsored by CARITAS/Mbour, and are achieving all the goals
they set for themselves. Whether CARITAS/Mbour can provide assistance to its VOs
at less cost and more efficiently than governmental organizations implies that these
governmental organizations exist, are staffed, are funded, and are mandated to
deliver the same services that the PVQ delivers. These services (hydraulic, well
equipment delivery, installation of irrigation lines, agricultural advice, pesticide use
and control, and pump maintenance crews) are beyond the means of the skeletal
government services in the area of Fatick covered by CARITAS/Mbour.
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The three other PVOs now startmg up thelr programs ‘with 38 VOs will probably
deliver services that otherwise would not be- avatlable to the VOs - or 1f avaxlable,
not on an effxctent basxs The next three years of actmty wxll show to what extent
ecompanson can be made. . ) RN B T

The members of the VOs mtervnewed dunng the evaluatxon ‘were posmve “about - ',
the help thexr sponsoring PVO mtends to extend them This help, however, will need
to be monitored and understood in its composite parts: training programs, technical
assistance, and credit for production activities. Because farmers in the Sine-Saloum
and Peanut Basin do not receive agricultural credits and inputs from the GOS on
anywhere near the scale they did in past years, their orientation to this project and
the PVOs sponsoring it could be interpreted by them as an opportumty to receive

desperately needed agricultural credit.

Since adequate data are lacking and it is too early in the impiementation phase
of this project, the evaluation team cannot accurately address this issue. It appears,
however, that PYOs are viable alternatives to government services, insofar as certain
government services either do not exist or are weak. Since a PVO typically services
a small segment of the total agricultural community, it is reasonable to assume that
a PVO, with adequate resources and training can be more flexible and efficient than

the government in the delivery of services.

The team recommends that the MU undertake the proposed baseline study of |
the comparative costs of delivery of services. By mid-1987, the PVYO component will
have six to eight PYO participants and will be able to track their performance.
Through the good offices of the NPC's principal office's, the MU should now be able

to obtain approval for government cooperation in the bascline study.
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. -WHAT» SPECIA“L_‘:R"O'LE} cANiPVOs 'PLAY? |

What spec:al role can PVOs play as developers of m/rastructure and
providers of training - in preparat:on /or Juture dzrect contact between
farmers and the private sector? :

PVOs in Senegal, especially the IPVOs,' heve developed infrastructures for
agriculture, health, education, and other sectors as part of the massive relief
projects they undertook a decade earlier during the Great Drought. CONGAD, the
umbrella organization of PVOs operating in Senegal, is examining the above issue in
light of the retreat of governmental services from the agricultural sector and of the
imminent redefinition of the status and role of PYOs in Senegal’s development.

The large IPVOs (OFADEC, CRS, CARITAS, AFRICARE, CECI, and OEF) are
raising questions that could have an impact upon the relationship between farmers
and the private sector. One question concerns the relationship between large IPVOs
(with their already developed infrastructures) and the smaller Senegalese PVOs and
regional African PVOs. The IPYOS have greater freedom for experimentation with
programs in Senegal than do their smaller counterparts, which are not as trusted by
the GOS. The IPVOs would like to enlist more, smaller PVOs in collaborative
programs and are searching for methods to do this. The smaller PVOs appeuar for
the most part willing to accept such relationships. Whether the redefinition of PVO
roles in Senegal, following the forthcoming decree, will clarify these relationships
cannot now be ascertained. A test case, however, will be proposed by World Relief.
This PVO is seeking other PVO participation and GOS collaboration in the eventual
privatization of seed multiplication centers at the village level. The proposal is still

in draft and will not be ready for review until the last quarter of 1987.

An example of the role PVOs can play in creating direct contact between
farmers and the private sector is offered by CARITAS/Mbour. Its {urmer groups
have tried, but have not yet succeeded, to sell their products to the hotel markets
of "la Petite Cote" in the MBour area. CARITAS/Mbour has intervened on their
behalf with the hotels’ managers and with the local administrative authorities -- so
far without success. Were CARITAS/Mbour's  participating VOs to organize
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themselves as larger supplymg entmes able to prove that they can deliver vegetable '
and ammal products at favorable prices, on time, and at the volumes and. quality‘~
desired, they would give an extremely visible and concrete demonstration of how»
PVOs can link farmers with the private sector. The project staff has a role to play_'
in training PYOs and VOs in business skills, principally how to develop and delrver a-’_

suitable product to a buyer on time and at a competitive price.
SHOULD A DIRECT ASSISTANCE PROGRAM TO YOs BEADOPTED? .

Should a direct assistance program to VOs be adopted? If so, who will be
responsible for the daily implementation of ‘the activities?  What are the
implications for MU personnel and budge:?.

The MU has proposed a direct assistance program (DAP) for VOs, as a revision
of the original PVYO component strategy. The revision is proposed based on the

following factors:
e The planned high level of PVO participation in the project did not
materialize;

e The PVO grant budget will be almost completely used if all the proposed
PVOs are accepted at the June 1987 meeting of the NPC; .

e There is a significant number of VOs, not currently assisted by PVOs, that

could benefit from direct project assistance. These VOs have already
identificd and planned projects, and have approached the MU for assistance;
and

e The need to have something to institutionalize by PACD (June 30, 1990).
The PVO component could possibly become a rural credit institution with a
management service unit for donors and for PVOs.

The DAP would be a test to determine if the project, by dealing directly with a
limited number of VOs, can reinforce the PVOs already prcviding assistance to the
rural sector (VOs). The DAP would also be the beginning of the institutionalization
of the PYO component, that is, that its credit fund would be handed over to an
existing (or to-be-created) rural credit institution, The MU sees the DAP evolving
into an institution, post-PACD, offcring credit to VOs and SSEs; administrative
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support and PVO momtoring serv:ces to donors for ‘a-. fee,‘- and eventually busme331 :

brokerage, mformat:on . clearmghouse, and ‘.‘v“management and fmanc:al consultmg”-

services.

The DAP would require hiring two field agents and a supervisor, and purchasing
one pick-up truck and two motorcycles. Interest earned on loans made directly to‘
VOs would cover this program's operational costs. It is not stated where the funds
would be obtained for the vehicles, or for the initial salary costs of the new hires.

This proposed program has a certain appeal; however, it does not fit within
strategic goals and the capabilities of the MU. The importance of the objectives for
the original components, PYO and SSE, argues against starting the program; and the
limited funds, limited time, and the staff weaknesses in the PYO component raise

questions of the ability of the MU to accomplish the task.

The MU has a nascent success on its hands, the SSE component. This will
require a sustained effort to ensure that it does become a real ksuccess,‘ fransferable
to another formal financial institution, and that its clients, the small entrepreneurs,
are able to be self-sustaining by PACD,

The MU has another primary contractual obligation, that is, to test the
hypothesis that PYOs can be effective providers of goods and services to the rural
(VO) community. The PYO activity must be given every chance to succeed, given
current limitations, so that AID and other donors can know if PVOs are the viable

alternative to government in providing goods and services to farmers.

The evaluation team concludes that it would be unwise to start this proposed
program. It would stretch already thin project resources too far, it would put at
risk the PVO component, and it could jeopardize the success of the SSE component.
The team recommends that the MU drop the proposal and concentrate its efforts on

the two principal project components over the next three years.
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" CHAPTER FOUR
" SELECTED ISSUES

HOME OFFICE ROLE AND SUBSTANTIVE PROJECT IMPLEMENTATION

A key factor for success of any project, and especially a pilot project, Is the
cholce of appropriate staff and organization structure. An experimental project, by
its very nature, calls for individuals who are creative; flexible; cooperative;
self-starting; and, at the same time, disciplined and able to keep basic objectives in
mind. The structure of the organization must permit such personnel to use these
attributes to the greatest extent possible.

Apparently the choice of the first chief of party 'vas a poor one. She had
never managed a development project before, and managed this one very closely,
giving project staff little free rein. Personality conflicts with and within the staff
arose, This situation was exacerbated by a poor choice of the first financial
management/credit specialist.  His interests were only in the financial management
area and, reportedly, he refused to work on the credit component of the project.
Finally, the first manager of the PVO component, a well-qualified expatriate, left the
project after two weeks of work. Project ..ersonnel reported to the team that by

mid-1986 people were at one another's throats.

Given the personnel situation, the initial project organization of two line
components (PYO and SSE) and two staff components (training and financial
management/credit) did not work well, The training component, composed of an
expatriate and a Senegalese counterpart, felt pulled in two directions at the same
time. The financial management/credit component was in fact only one-half a
component, and, with the specialist's refusal to become involved with credit, the
credit training activity suffered. The result was that each line component went its

own way with little contact between each other.
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This situation was in part cu}éd by the arrival of a néw chie:f of pafty,
sensitive to the needs of this project. A chzinge in the onfgarii'zatidn, placing ‘k the
expatriate  trainer under the SSE component and promoiing the Senegalese
counterpart to the PVO trainer under the PYO component also helped to allveviateii
personnel frictions. It also permitted each to devote her energies full time to the
training needs of one major project component. There are still residual effects_"otf ’
the early personnel situation, but with the new organization, time, and effort, they
are diminishing. For the first time, a team is being welded and the‘ligne‘ ¢ompuc.>’ne1‘,1ts”“

are starting to interact.

In other respects, stafflng has not been Ideal. The manage"r’(‘)f the f’VO
component had no PVO background when he joined the project: the cﬁrrent SSE
trainer had little SSE background. Her training was with PVOs basically in
post-disaster relief training. The PVO component is entering the implementation
stage, requiring one-on-one training of PVOs in organizational and credit
management skills. Unfortunately, the current PVO staff is ill qualified to carry out

these tasks.

Another issue was that two contracting organizations have been involved ih
implementing the project. One organization, New Transcentury Foundation (NTF),
has a broad scope of activities; the other, Management Sciences International (MSI),
has a narrower scope -- small business development and management systems, Given
the broad scope of the project, it was a wise decision to have NTF as a lead. The
initial organizational structure, however, with its four components accentuated the
fact that two separate organizations were operating the project and that each
organization had the ownership of particular programs or subprograms, M_oreyoVér.
that structure did not help weld the components into a team. .
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Concluslons

The _f:ﬁl\'r_,én'tb struétnie, cOubléd wlth‘f dinéw';-,"élfiiéf “of :partxy and the replacement
of the ﬁhanélal management/credlt speclalls't,:ﬁ'lls "conducive to Iimplementing the
project efﬂclently and as a team effort. The next hurdle will be the appropriate
staffing of the PYO component so that it can carry out the intensive training and
monitoring of its participating PVOs.

WHAT IS THE GOS ATTITUDE TOWARD PVOs?

Senegal’s Economic Reform Program provides for the gradual disengagement of
the government from actlvitles that arc better left {o the private sector.
Disengagement of this sort is naturally a painful process, entailing the disappearance'
of jobs and of entire organizations. As part of this process, the C&ED project is an
experiment to see if PVOs are a viable alternative to government services in the
provision of services to the rural community. This plares the project in a delicate
position, requiring a sensitivity in its work to operate within government policies and
guidelines for development, and a sensitivity with regard to local and'regional

authorities.

USAID/Dakar provided U.S. decentralization tours for GOS officials (sous-préfet
to NPC level) to see how PVO and community efforts can replace or complement
traditional government activities in developing or revitalizing rural and urban

economies via cooperative action involving the private sector.

In this regard, the evaluation team was acked three questions:

e What is the GOS attitude toward PYQs?

@ Will the GOS permit them to develop into successful providers of goods and
services?; and

o Has the project, including decentralization tours for GOS officials, had any
effect on changing GOS attitudes?
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Findings
GOS Attitude Toward PVOs o

In general, the GOS attitude toward PVOs and thelr possible assumption of
traditlonal government roles seems to be one of wariness and of wanting to control
PYO activities. The attitude varies depending on whether the PYO is a well-known,
financially strong, competent IPYO, or whether it is a relatively new, relatively weak
and unknown local PYO. The IPYO has better acceptance than does the local PVO.

The GOS is wary because PVOs are seen by many as a threat to government
services, Furthermore, A strong trcd’ lon of central government, including some
patronage, is being asked to give way. Relations between governments and PVOs are
one topic of a June 1987 international conference of PVOs held in Dakar.

A consensus of PVOs regarding GOS attitudes was simply put: "The GOS
distrusts us, and we distrust the GOS." When asked about collaboration in the field
between existing government services and PVOs, the PVO response was “le terrain
est toujours bien surveillé" -- not a direct response to the question, but indicative
of the feelings of many PVOs toward the GOS.

Will PYOs Be Allowed to Become Successful Providers of Goods and Services?

Since thls project Is a first of Its kiod, employlng PVOs In somewhat direct
competition with government ervices, and since it is just moving iuto its
implementation stage, one cannot comment on whether PVOs will bs allowed to
becorne successful providers of goods and services. One can comment, however, on
the impact of the project itself on GOS attitudes. Reportedly, prior to project
start-up, the GOS did not want the project. Now, however, the NPC and local
government officials seem to be somewhat kindly disposed toward it. The reasons
for this change appear to be:
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e The initial success of the SSE cbmponent;

° That one aim of the project is to provide the opportumty or :quah
ex-parastatal employees to go into business; and R

e That 10 current parastatal employees participate in the SSE program lS not[,
lost on regional or local GOS officials. R R

Moreover, visits by two members of the NPC to the project and in the fleld
with the evaluation team were extremely productive -- for the NPC members, the
project, and the team. The NPC members gained first-hand experience with
participating PVOs, VOs, and SSE clients. By seeing activities and successes,
listening to the ideas, hopes, and problems of the village groups (and the
entrepreneurs), they came away with a better understanding of the potential of the
project, an understanding that is hard to gain from Dakar. ‘

The project benefitted directly by the attendance of one NPC member at the
monthly Credit Committee meeting. His personal knowledge of the region and his
experience as a former sous-préfet came into play in the Credit Committee’s
evaluation and decision on a loan application. This NPC member was present
throughout the entire meeting during which some 20 diverse entrepreneurs’
applications were put forward for scrutiny and approval. The evaluation team was
assisted by both the members' knowledge of the area, and their facilitating role with
local government officials. This latter assistance gave the team the opportunity to
discuss the project at length with officials, rather than just pay the usual courtesy
calls.

Decentrallzation Tours

The decentralization tours are but one factor In changing attitudes. All parties
agreed that the objective of the tours exposure to decentralization, the objective Was
achieved. If a second objective was to show that PVOs were not a threat, the
objective was achieved -- in the U.S. case -- and is beginning to be achieved in the
case of Senegal. If the objective was to show the relevance of U.S. activities to the

project’s activities, the objective was not achieved.
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This last consensus was borne out by NPC members who felt that the toura;’ had'
little direct connection wrth ‘the ' pro;ect statmg.;for example, that the size ot‘ a
small business in the United States is much different than the srze of a small
business in Senegal.  Furthermore, each participant vrewed the tour from hrs own
interest, rather than from a broader perspective of what can be learned from this
which will be helpful for Senegal. : s

Conclusions ,

The attltudes of GOS officials (local, reglonal, and NPC) connected with the
C&ED projeet are changing slowly. They will need proof, however, that PVOs can
indeed provide the necessary goods and services farmers.

The Impact of the project has been generally t‘avorable, especlally after. NPC
members have visited and seen first-hand the outputs of the project This can ,only
help change attitudes in a favorable way. L

The decentralization tours can be a valuable catalyst, if they are more attuned

to the needs of the particlpants, and if the tours are followed up on. -

Recommendations

The following recommendations are aimed at strengthening the process to
change attitudes, which is already underway:

¢ The prOJect and USAID should concentrate on strengthening no more
than six to eight PVOs, so that those PVOs become an effective
source of assistance to farmers. CER and other government service
collaboration in  project identification, project preparation, and
technical assistance to the farmer should be actively sought and used
wherever possible. Effective PYOs, collaborating with governments
servlces, will help change current suspicious attitudes;
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- o The project should have more NPC members visit the project and its
fleld  work.  On their visits they should have the opportunity to
participate not only in the daily operations, but also in longer range
_ Planning activities. As participants, they will not only get a good feel
for the project's potential, but also will better understand the
problems encountered and the prerequisites for success -- especially
for the PYO component;

¢ For future U.S. decentralization tours, USAID should conslder ways to
make the tours tie la more closely with the scale and type of
operations the GOS officlals deal wii:. In 1986, USIS/Senegal sent
three GOS officials as part of a group of Francophone West African
government officials on a month lcng US. visit to see how the public
and private sectors can collaborarc to create a climate in which small
businesses can thrive. In brief, the program dealt with such topics as
business start-up in underdeveloped  agrarian  areas (Tuskegee,
Alabama), city-sponsored "incubztors" for small businesses, and
self-help membership organizations. "The program 3 title is "The Role
of Small Business in Economic Development:  An African Regional
Group Project."

A second USIA program, entitled "The Role of Small Business in the U.S.
Economy,” dealt with ircubators, financial assistance for small businesses,
finding market niches, small enterprise development programs for low-
income rural areas, and technical and managerial assistance to low-income

women interested in starting a business.

This program also dealt with the Southshore (Chicago) Bank, the only
community-owned bank in the Unijted States. It not only promotes
businesses in its depressed community, but also assists the Grameen Bank in
Bangladesh, which provides loans to small entrepreneurs.

The project plans to have an open-house during early autumn 1987 for
PVOs, banks, businessmen, and GOS officials. This open house would be a
good opportunity to assemble those GOS officials who have gone on the
decentralization tours for a minj-retreat to explore what they think about
decentralization,
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' ROLE OF THE NPC: CURRENT AND FUTURE

Todatethe role "of the NPC has been threefold:

o It reviews PVO grant proposals for approval;
o It reviews basic project strategies for approval; and

0 It is the GOS link with the project and the pro,lect’s hnk wnth the GOS.

Initlal GOS skepticism about the project has been somewhat assuaged by the
NPC’s role as a window on the PYO scene. This window has three aspects. First, it
has had a certain positive public relations #ffect as the NPC has seen definite
progress in both componenfs of the project. Second, as members of the NPC become
more intimately involved with the project, they learn, first-hand, what the project is
doing and what effect it is having on ultimate beneficiaries. This knowledge then
gets passed on to the members' respective superiors and ministries. Finally, it gives
the GOS a role in defining, to a degree, how decentralization can happen because

the government is taking part in an experimental project.

In the final three years of the project what should the NPC's role be? If all
parties agree that the proposed recommendation to limit the number of participating
PVOs to six to eight is sound, the PVO grant and project strategy approval role of
the NPC changes to monitoring and follow-up.

There are other roles, however, that the NPC can assume. Individual members
of the NPC can become more directly involved with the project. They can visit PYO
and entrepreneur sites and learn first-hand about the project. They can participate
with the project, using their own work experience to help in its operation. A good
example of this is the recent participation of a NPC member in the project’s Credit
Committee meeting, This member's prior experience as a sous-préfet  helped the
Credit Committee avoid making a premature, and possibly bad, decision on a loan
application. The MU could actively solicit and draw upon NPC members’ knowledge
of GOS policles and practices, as it encounters potential problems and bottlenecks,
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and before it goes into areas such as dealing with PVQs or PYO-like organizations
that do not have complete legal status. Conversely, the NPC could be more of a
catalyst than a window with the GOS. By having their collective ear to the ground,
listening to the ultimate beneficiary, the NPC members could feed information and
recommendations back to their respective ministries.  This has started to happen
already with one member who has alerted his minister that villagers want their own
credit institutions in their own villages. He also intends to propnse that the GOS
announce the prices of basic foodstuffs and commodities in major markets daily on
the radio.

The NPC could, for example, have informed input regarding PVOs, their
activities, and the legalities that govern them. In Senegal, under a law promulgated
in 1901, a PYO cannot engage in any profit-making operations even if the profits
are ploughed - back 100 percent into the charitable activities of the organization!
This type of unnecessary law should be changed, and it is the kind of action the

NPC could suggest based on hands-on experience with the C&ED project,
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- CHAPTER FIVE |
CONCLUSIONS AND RECOMMENDATIONS

.....

The principal conclusions and recommendations of this evaluation follqw.'j'-*_:Tﬁ;f

recommendations target mid-course corrections the project should make to fd{:_ugf; the:

activities of the next three years on its original objectives and to address“t:héiir';e

eds
of institutionalizing its components post-PACD., .

» PVO COMPONENT
Conclusions

This component has had a slow start, The hoped-for output of 210
PYO-assisted VO projects was optimistic. The majority of PV.)s are relatively weak
in organizational and Mmanagement development skills and in financial and credit
program management. Moreover, the PVO component personnel do not have the
necessary skills to strengthen PVOs in these areas.

Given the time and resources left to this component, and the requirement for
continued, close supervision and training of the participating PVOs in the
implementation phase, the PVO component must focus entirely on testing the
underlying hypothesis that PYOs are a viable alternative as providers of goods and

services to farmers,

The PYO component is not as rigid as many PVOs claim. The very nature of a
credit program implies certain requirements for profitability of projects and
administrative capacities of the PYQOs delivering the credit.

Kaolack/Fatick region necessary to deliver credit and successfully train villagers in
credit management,
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Recommendations

I. Limit the number of parncxpatmg PVOs to snx to eight (and VOs to
70-100), ensuring a dxstributron ranging from local PVOs to IPYOs" i
strengthen all of them to become effecnve dehverers of goods and servnces%:
by PACD.

2. Given the l:mrted resources and time of the PVO component drop the
DAP proposal. ‘ s B '

3. Decide on the conrse of action .to acquire the necessary organization
and credit management training skills for the PVO component. The PVO
training  subcomponent must be honed to deliver the necessary
organization/management and credit management services to PVOs so that
they, in turn, can organize their VOs to become self-sufficient, bankable
clients by PACD,

4. Act immediately to make ready the systems and put in place appropriate
personnel to implement, manage, and monitor the PVO credit subcomponent.
Utilize the financial maunagement advisor to prepare all the necessary credit
management systems for both PVOs and VOs, and to help put them in place
(system preparation is ongoing now),

5. Seek ways to looscn the criteria further for VO project financing by
the credit fund to include more of the economic activities desired by VOs.

6. Employ the NPC members more on the ground. Tuey are resources to
which the project can have access, More important, the NPC can bLecome a
catalyst for GOS rpolicy with regard to the PVOs, as members fi2d back
first-hand impressions and ideas for change to their superiors.
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7. 'Esktab‘lish operational linkages between the SSE and PVO components  to
take advantage of lending opportunities to small-scale rural entrepreneurs -
who are YO members.

SSE COMPONENT
Concluslons

This component has laid a solid foundation for success, Now is the time for it
to define carefully the actions it must take to ‘achieve self-sustainability and
profitability before PACD.

The target group is not large enough to provide the market necessary to attain
profitability. The average loan size and number of loans per advicor are too small to
achieve profitability. Only by enlarging the target group will the SBAU reach its
objective of profitability. '

The revolving credit fund will require a significant injection of capital,
beginning in January 1988, to provide the loan funds necessary to achleve
profitability,

The interaction of the business advisors with the entrepreneurs is critical to
the success of the project. The advisors check references, and provide advice and a
formal planning service to the entrepreneurs. This combination appears to cover all
the critical aspects of good project selection and sound programming, allowing the
entrepreneur to understand his repayment requirrments. The advisors do not bhave

the necessary level of expertise to perform their tasks unassisted,

The project is not making proper use of thn computer systems available, This
situation stems in large part from ignorance of the capabilities of the computer
software by SBAU staff,
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The SBAU will have to focus all of 1ts attenuons ‘and. energles on_ the
refinement of the credit fund's operanon if 1t 1s to reach the goal of p;of:tabilnty
and mstxtutxonalizatxon by PACD.

Recommendatlons
Personnel

1. Involve the new financial management advisor in analyzing SSE strategy
changes considered, to think through credit aspects and the financial
implications for the project and the banking institution that may become
the "parent” of the component post-PACD. with his formal banking
experience, the financial management advisor is a valuable, underutilized,

asset for the project.

2. Hire two business advisors, one to replace the fired advisor and: 2
second to take advantage of unmet loan deinand in Kaolack itself.

Systems Refinement

3, The financial management advisor should create the appropriate models
with the SBAU management and teach them how to use the model generated

information. The financial management advisor is adept at computer
applications to finance and banking. The SSE component needs
computerized systems to meet normal operational requirements. More

important, however, is the need for financial models to help chart strategic

decisions leading to self-sustainability and profitability.

4, Retrain (including lateral-learning at reinforcement) advisors in the
fundamental analytic techniques. This will strengthen the business client
project analysis capability, and therefore the quality of the portfolio,
Include market analysis and marketing skills in the training.
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5. Revamp the advisor bonus System to respond to all the goals of vthe“
component. Specifically, the bonus system must address not only ioan‘
repayment, but also the acquisition of new, solid clients and clients of
desired target groups. Moreover, as further incentive to the SSE

component, the advisors’ supervisors should be included in the bonus and
penalty system. | . ‘

Loan Portfollo

6. Tailor the loan portfolio to‘nieétwproject and “',USA’ID' oB}ectives and a

bank's requirements:

e Loosen lending criteria to include some larger, non-target group
clients, for example, clients who may need short-term working capital
for trading purposes. These clients may not have all the desired
developmentai characteristics, but they subsidize the smaller target
clients;

¢ Raise the loan ceiling from 3 million CFA to 6 million CFA.
¢ Keep the average maturity of the portfolio short -- 9-12 months; and
e Increase the number of loans per advisor each year from 24 to 40 by

June 1988, and to 55 by June 1989 to reach break-even.

7. USAID should approve a transfer of at least 104 million CFA from the
PYO grant component to the SSE component’s revolving credit fund, This
will ensure enough capital funds to attain profitability,

8. Invite the director of CNCAS/Kaolack to be a member of the Credit
Committee to add his banking expertise to committee deliberations,

9. To attract a bank (such as, CNCAS, SONABANQUE, USB, or SGBS) as a
future partner or parent:
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e Start communications and visits now with possible candidates.
regarding the requirements of both parties for an effective, future
consolidation; and

¢ Structure the portfolio for profitability and safety (diversity and low . )
default). Sl C

Trglnlng

10, Do not pursue tho SYOB program at this time. Despite the potqnfj.al
benefits and low marginal cost, it will distract the SBAU management ffom“
its principal goal -~ attaining self’-sustainability. ‘
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CHAPTER SIX
LESSONS LEARNED AND REPLICABILITY

This section sets forth the lessons, nositive and negative, that have been
learned over the life of the project to date, as well as during the evaluation. It
addresses those elements that AID should consider replicating in future SSE projects '
and a few minor elements from the PVO component,! and those elements that shouldf
be avoided in both future SSE and PVO projects.

THE PRJECT

The organization and staffing of an experlmental project must be given top
priority in the design phase. Implementation of this project was delayed because of
inappropriate key personnel and an organizational structure that was too loose. The
organization must be designed to permit ex=srimentation and creativity, on one hand,
while ensuring rigor and focus on the project’s vltimate objectives, on the other
hand.

A team effort, with Iinks between the SSE snd PVO vomponents, Is key to
overall success. A well-qualificd chief of party, camable of welding the personnel of
two organizations, American and non-American persoanel, and two different
components, into one effective project is vital,

The minimalist approach does not always work, nor is it always appropriate to
project success. This was evident in PVO training where the management and
financial and credit seminars were insufficient to increase PVO capabilities in these
areas.  Another example was the project's decision to offer accounting training to

entreprencurs only if it was requested by the entreprencurs. Banks, however, require

1 It is too early in implementation of the PVO component to determine what
major elements of the PVO component have been successful and thus can be
considered for repliration,
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that businessés - have dccounting:

consider them as-clients:

To Ensure Q'P._rojec't "Slil:cees,s‘,

_ he,;follo_wing”n lessons learned .
" to ensurrng the success ot‘ the SSE component '

','»Well det‘med and thought throughf' o
loan criteria, strictly applied during the fjrst year w:ll lead to sounder loans and a

1.  Select strict, conservative loan critaria,

higher repayment rate, The selection of very conservatrve loan crltena such asﬂk':j'
short time frames and low ceilings, will reduce the risk of the loans and mcrease the '
probability ot‘ repayment Loan conditions can be relaxed at a later date once the;
right hablts are t‘ormed precedents set, and confidence establlshed &

2, Select the highest, reasonable Interest rate allowable, Lendmg to SSEs lS a"'*
very expensive proposition, so the project should charge what the market wnll bear o
not what is believed to be a fajr price. In the nnlikely case that the rate is" hlgher
than needed to cover lending costs and some profits, it will be easier to lower the
rate in the future than to raise it -- should the chosen rate be found not to cover
costs. This will also reflect the future real costs of funds for the SSE and wrll lead '
to the selection of cost-effective production tecknologjes.

3. Prepare the field properly: do uot le~d too soon. To lend money“and‘ have:
it repaid, the institution must understand its client, and the client should understand'
the institution. By carefully identifying the needs of the client f:rms, the correct
loan criteria can he selected. By spending time with the firms before making any
loans, the advisor will have a better understanding of how the firms operate and the
motivations of the entrepreneurs, This will improve his or her judgment.
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4‘ A\f bonus plan can k e.an"‘ excellent lncent'/e A well thought hrough bonus‘If;:

plan, whrch also ! fears a threat of loss by the ad\"sor rf he or she performs poorly,-'5

can be an effectyve mcentrve burlder for good -n.ual analysrs and good followi,-
through on the part of the advrsors.. It must be appued _]lldlCl wly. o N T

5. The loan fund to pay for Itself From ‘the outset e.,tablrsh the smalli‘_‘?

busmess advrsors and their agencres as’ profrt centers., To meet the profxtabrlrty te:
allocate all apphcable drrect and mdrrect (overhead) costs to. the profrt center

Although the loan fund's caprtal is free in the prOJect stage, apply the cost ofiﬁﬁ
capital that any future parent bank has to pay. AdeSt he' allocation - of |
headquarter’s overhead to allow ‘for high -expatriaie costs. By so doing, a reahsuc
hurdle is set, component success can be accurately measurcd and the component will
have met the acid testof the marketplace -~ profitabijli*y.

To Prepare‘for »In‘stltu’tlon‘alliatlon;‘ B

A key ”part ‘of thrs prOJect rs the mstrtutlonalmtron of th y

PACD. Followmg ‘are the mam lessons learncd that should be pp,led m future, SSE

projects

1. Use banklng standards. “This is a private sector- orrented component geared
toward berng accepted mto the formal banking sects If 1t is to be accepted, it
must be rxgorous enough to meet bankmg criteria in addition to development criteria,

2. Choose wlnnerls_.' for the first loans. Nothing succeeds like success, The.
first enterprises to receive loans should be guaranteed winrers to set the ‘rig’ht"_
standards for those that follow It will also present a better image when trying to
sell the component to a financial institution at a future date. ‘Thorough follow-up byv
the SSE specialist is critical for making sure that only wmners get selected in. the
first sets of loans reviewed.
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merits their consideration as the future parent

4. Bulld portfolio quality, The bona fides of a SSE loan portfolio can be built
by adding larger, solid clients and thro'ugh ‘downstreaming busin’ess.;_'v "DOwnstteaming"
is simply tying in with local large businesses to lend to some of their subcontractors,
for example, builders, electricians, plumbers, and other suppliers of goods and

services. Thus, known clients enhance the loan portfolio to be institutionalized.

5. Test portfolio attractivenmess. Banks can be interested” in an SSE projec_t 1f ‘
they perceive the project's portfolio as a future stream of income. The perceptidh,
can be tested by selling a package of the bast loans to a bank on a recourse basis,
that ic, the project bears the entire risk of default. The bank has only one account
to service, but has entree to say 25 potential new clients, and receives a fraction of
the interest earned on the loans risk-free. The project gets loan capital and has

«aken a first major step toward institutionalization,

PYO COMPONENT

Thxs component is Just starting its lmplementatxon phase, and,jxt ‘is;too  early >

have gleaned 1mplementatxon lessons., Therefore, the followmg ;:‘lessons :»,learned are‘f

drawn from the expenence of the pro,uect in 1ts start-up of thxs COmpOnent‘: e

Start-up Phaee" :

1. Concentrate pro]ect eft'orts on a smell number of PVOst The potential PYO
participants are not as strong as previously thought. Very few PVYOs in Senegal are
strong enough in management and financial skills to be successful in such a projeet.
Many, including local branches of IPVOs, lack much of the management structure and
skills to deal with up to 10 VOs in agricultural production and marketing activities,
not to mention managing a revolving credit fund, Many PVOs can not meet USAID's
accountability standards. Therefore, select a few PVOs, representative .of a range of
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skills and that can beadequatel strengthened, t’f t the ,basrc hyp

the project’s limited resources and tnme"to accomplrsh the test’f'

2. Identify and screen PVOs enrly.‘ Ident:fy strong °VOs>and thoS: | ‘,
Analysis’ of ’thfpvo}
community in the target reglon should be done m the deslgn phase of the pro.le :

being strengthened very early m the llfe of such ‘a pro,;ect

determine that PVOs actually are operatmg and do have experxence thh VOs "‘--.vthev‘
prOJect region, ‘ L L e :

3 Dela‘yvs' in PVO project approval process must be "reduc‘ed” Delays m.PV -
project approvals have been as long as 11 months. Part of the delays are due to‘
incomplete understanding of AID accountability requirements by prOJect staff The
contractor’s home office must impart this knowledge to its staff pnor to proJectv
start-up in-country, Early identification ard screening - of PVOs to fmd those
suitable for mclusron in the project will help reduce delays, '

4. Involve the host country government.  Suspicions of government offrclals'
can be allayed and cooperation can be attained by involving mdmdual officials in an
advisory and resource capacity. Involvement helps to defuse the perceived threat of
such a project to exnstmg government services.

5. Allow for more PYO and VO participatlon In the decision process that-r»‘?
affects them directly, This will mute PYO criticisms about project rigidity, reduce -3’"
the existing adversarial atmosphere between many PVOs and the MU, and wrll

encourage participation. Becoming acquainted with PYOQs m the dcclsxonmakmg phas
regarding activities to undertake and local government resources to use wxll also hel

early screening and selection,

6. Tralning must be practical and hands-on. The consensus of prOJect staff is
that the seminars on organization and financial matters were only an introduction,
The implementation phase will require a great deal of one-on- one training with most
of the participating PVOs, to strengthen them to tha point where they, in turn, can
effectively train their VCs,
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understandmg of credit 1s the substantrve weak lmk from PVOH componentl' staff
YO members. ' i PR SRR A

8. YOs can ”be.; good sources of entrenreneurs Both prOJect staff (PVO'"
component) and the evaluatron team fourd individual YO members, . wrth on gomg -

busmesses, who should be funneled to the SSE component. A formal mechamsm; ,'

should be estabhshed for the SSE component to tap this poo! of entrepreneurs * L
- REPLICAB_ILITY |

SSE Compou_‘e)rit'ii o

At present the SBAU xs a dxstmct entrty in the prolect ;}‘erth the exceptron of
some logistical benefits, it could be separated from the pl‘OJeCt tomorrow “and phced
in another institution or: another part of Senegal " A complete set ‘of
administrative systems has been designed, training programs developed and analytic
protocols established. The autonomy and se]f-su“frcrency of thxs umt make *Ii"

replicability feasible.

The key components of the pro_tect are the advrsors m the fxeld and the SSE'
specialist as a supervisor. The systems shape and remforce the work that
accomplished by these people. Rephcabrhty of the advisors depends on a thorough"
selection process, xdentxfxcauon of those qualitics that make them effectrve. and a

year of rigorous training. A competent SSE specialist can accomplish this,

The requirement of a loan fund, or access to capital to lend, is" an expensive
element, but easier to replicate than the selection and training of the advisors. The -
year of required start-up is the most expensiva element of the program, but must be

seen as an investment that will repay itself within four years. Because the overall
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component can be self-susta inin

ould be . replicated with o reasonable. amount

The temptation to '_eibéhd mto ah‘c}iilia;}" -._vac'ti-VIt’ikes!; should be avo:ded ‘The SYOB
program ‘and those parts '6f"’the‘ I?A'P allied 'fo the SSE cor‘nbonerit,','vs'ufch" asbrokermg
and management consulting, are 'éiamples of such ancillary actxv:txesSuccessessuch
as the SSE .component are hard enough to come by in Africa, ’I’herefore,donot
dilute resources on ‘Aprogr"am's" that, while attractiye,' Wi,l'l;v ‘dgtr,act‘u from ] attammgthe
primary objective, R R

PVO Cbmp‘ovn'en‘tv b

This _component has' “just “entered the implementation stage, - Réplijcab'il\i‘t'y‘f";is'f",'7-
difficult; “t‘pt.gs'sess except for a few elements undertaken  in ‘t_.he' 'start'-up'[_‘,phasg'.
Those few elements are discussed below: .

® The pooling of services for PYO use, for'eﬁxani:pié;’.',_fé‘f.;d'étabase _of',"vsvpét"ival-,”‘i
information on the region, equipment, and copying and- audio-visual facilities;

® The operations manuals for PVOs on project identification, project design,
commodity procurement, financial analysis, accounting, and managing a credit
fund. These manuals not only help the PVO, but also preiict the project's

investment in training. They are ajso the beginnings of 1 PYO's management
information system, '

To be avoided:

® The design of an overly ambivt‘yi'o‘u‘s pro“gkram of too many PVOs and VOs;

® An overly rigid project structure ’and requirements, allowing for little:
contribution by PVQOs to decisionmaking, which alienates many PVOs from
the outset: and o

e Extraneous new activities, such as the broposed DAP, Even scaled down, t'h,é“f'
PYO component will be difficult to implement and wil] require all the time
and effort possible by the PVO component and M7 staffs, . LR
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Concluding Comment

It is not clear at this point if the PVO component will be 'succ’e'ssful_.f"’4_\"Ii'hé§'.vj "
danger of combining t\l‘v_fro‘ such components, is that the weaker of the two, thero
side, May put such demands on overall resources as to jeopardizé the success Qf t“he-[
SSE si}ie. These two components are sufficiently different, and the SSE componehtﬁ
has s'v.tch a good Chanc¢' of success, that future SSE projects sh_ould be 'en‘vtv.iré‘ly ‘

L]
separatq.
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» APFINDIX 1
PVO COHHUNITY AND ENTERPRISE DEVELOPMENT

_.j'LocIcAL FRAMEWORK - PVO COMPONENT

AUCUST 1933

ACHIEVEMENTS INDICATORS VERIFICATION

. s oo oe

1, GOS economic Reform
Plan implemented.
2. GOS administrative
reform supports climate
for village-based
development,

3. Price structures are
not production
disincentives

Private sector growing in ! Regional production
real value compared to ¢ stacietics. USAID

costa of production, ! agricultural sector researchi
Parastatal functions being ! prejact statistics,
replaced by private sector,

Program Goal: To

progressively decontrol
1wnd commercialize rural
produétion in Sine Saloum,

1, VOo'projects seut to

End of Project Status

1. Village organizations
assisted can identify
project needs, manage
inputs, and select

1. Projects seleczted by
V0s contribute to
privatization of rural
production,

2. Targeted activities

Program Purpose. Village
organizations assisted
by PVOs are capable of
‘carrying out developument
projects which benefit

e % 20 s 4 se s se oo ee 4o s os e en av on se]’

2, Records ket by Gov,
of S5 and developpement

'themselves and the region. technical assistance coumunautaire. correspond to VOs'
: from local sources. 3. 6-month periodic review economic and ecological
2, PVOs are carrying out records, needs.,
' collaborative develop- 4, Key project indicators
! ment projects with in monitoring system,
! other village
! organization not fipan-
: ced by USAID using
: project m-1els and
b skills acquired,
!
| :
utputs: o .
I, Village organizations 1. 210 projects implemented‘ 1. Project vroposals sent 1, Spatial analysis
¢ implement 270 sub- by EOP ! through regional finding prove appli-
! projects inm priority 2. 20 projects planned not 3 channels. cable to VO needs and
!  areas defined by tequiring USAID 2. Information from reglonal conditions,
J pro ject. assistance, other donors. 2. PVO TA 1is sufficient
:L PV0s trained in project: 3, Staff of PV0s managing 3. PVO pl d ¢ to meet VO needs.
; development, management: projects and fulfulllng * plans anc accounts., 3 My targets PVO needs

4, Credit records kept

accurately,

4, GOS attitude toward
PV0s allows for

project implementation .
'S. PV0s are committed

to VO self-sufficiency .

donor accountability-’
requirements without
assistance at EOP,

4, Credit repayment
perceatage is within
project target and CNTAS
assumes function at ENOP.

; implezentation, and

! evaluation by
Management Unit,

J. Credit used in sub-
projects and repaid.

by .
5. Project targets
mounitored by MU.

J
{
!
; 1. Project documents
2, USalD repocts

3. Controller's records,
4, PIO/Cs.

1, PVOs accept TA and
apply it to tunelr
organizations and V0s
2, CNCAS becomes
functional by EOP,

3., In-country procurement
system functions
efficlently to provide
inputs on time,

4, Local TA sources
.cooperate with Voo .

.

- 11,5 person~years (py)

of Long Term Techanical

Assistance (TA);

18 person-months of

Short-Term TA;

~ 15,5 py of local-hire

staff;

- 2 vehicles;

- $800,000 for credie

revolving fund;

- $2.5 million through PVOs
for village projects;

" $400,000 for trafning
materials development.

i'l. PV0s assist VOs in

f project implemeatation

| and channel graaots,

%2, MU trains PVO8s and
processs2s grants,

fl 3. U provides credit

g and administers

repayment.
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PVO COMMUNITY AND ENTERPRISE DEVELOPMENT

LOGICAL FRAMEWORK: ©5F, _COMPONENT _

AUGUST 1923

ACHIEVEMENTS

INDICATORS

VERIPICATION

" ASSUMPTIONS

Program Goal: To progres=:

sively decontrol and
commercialize rural

production in Sine Saloum,

parastatal economlc
activities and staff
constant or declining.

Private sector production
‘growing at 5% per year;

Reglonal macro-economic
aralysis of Sice Salounm,

1.  GOS economic Reform

Plan implemented.,

2. GOS policy continues
to reflect decontrol and
prioritization of agri-

cultural related productic
and services and to
decentralize responsibilit
for SSE development

e 48 se o8 ve me o= 26 o8 e o6 ea o6 s o4 44 S8 66 04 Eo 6 G0 S5 e O oo G4 GO 45 SC S S0 60 so GO 60 G0 42 G 46 S6 06 GF G4 s 40 OO s e 6 B8 0e 00 S0 04 08 s ac S4 e &0 40 B0 40 00 be

€e 00 S0 BE 08 90 46 G0 G0 S0 - oa e G4 4 €0 St G6 A5 48 sa oo

assistance.
Project Purpose: SSEs "End of Project (EOP) Status : 1, Records of baok and 1. GOS policy and pricing
asgiated by group gare 1. At EOP 50% of SSEs move and CNCAS, pclicles are conducive
managing and sustaining intn formal cred't acd to SSE growth.
theilr own growth; banking systenm. 1. Market spot checks in 2. Senegalese institution
assistance is being 2. Goods and services area. in Sine Saloum develop
provided to other SSEs in prodvced by SSEc uced L,: 3, Data collected in to the polnt that

the region by a

Senegalese inatitution,

quantities by EGZ.

rural pepulation to
increase agricul.tural
production ino notice:ile

evaluation,

institutionalization
of SSE assistance is
poasible.

Credit institutions ia
Sine Saloum are capabl
of meeting SEE needs,

Qutputs
1. 675 SSEs increase

production of agricultural-
related goods and services,

2, SSEs performing

business management func-

tions independently.

3. Credit used by SSEs

and Tepayed.

1. Goods and servicea

rural markets a.d
elsevlere.

skills taught in

project.,
3.

profitability and
employment,
4,

all credit,

practicrs and have
repald all credic.

After year 4, 50X cf
SSEs follow improved
meth: !z and have repaid

After year 6, 70X of
clients follow impr=nved

:

t

:

H

:
produced by project- ]
asslsted SSEs ar= being $
used in the region in @
Books and records of :
assisted-ssFs reflect ¢
t

:

H

After year 6, 60% of
SSEs achieve prcjes-od
incresses inoutput,

1.
2.

3.

Businees records,
S+-tistics provided
by Chaambre de MZtisvs.
MU credit s:5crds,

H
3
=
$
]
L
$
$
H
H
H
H
H
H
H
:
H
H
:
:
H
:
:
H
H
H
H
H
H
H
:
H
H
H
B
8
3
R

1., Goods and services

produced correspond to
agricultural produ~tio
need -,

2. Credi{t and technical
assigtance/training
are sufficient to yiel
productdvity increases
for SSEs,

Inputs:

1. Train entrepreneurs in

improved business
practice,

2. Provide credit needed

for SSEs.

ee % 96 26 08 oo e o ss e e ot Ob 6 Ob 06 G4 @ 5O S0 S o GO 00 GO 00 O 06 OO 00 OF o 60 0 46 60 S0 GO G4 G0 S S8 S SO GO S G5 4e P SO OF U G4 00 6 GO G0 OO G5 B 0 .00 S0 08 06 me) .-

- 5,5 person years of
Long=Term TA;
- 18 person months of
Short-Term TA;

2 pickup tiucks:

ment and supplies;

30 person years of exten-
sion and other staff;

$°NN,200 for credit revol-
viug fund; effice equip-

2 Peace Corps vnlunteers,

ll
2.

MU financial records.,
Commodity purchase
rrenrds,

Training means selected
are well adapted tn needs
of SSEs.
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- APPENDIX 2
SCOPE OF WORK

The team will:

o Evaluate the effectiveness of the SSE and PVO corhboné‘ntgﬁfféhd thetram
component which supports these two components, o R AR SRR

¢ Analyze selected management issues such as 'in'stittfx‘tionél‘izz:i/tyioh of the
revolving credit furd for PVO; and SSEs and the'effe::tivenes,s"’of"»,;ji'_the;?’?;é
structure of the Management Unit, e oo

® Recommend actions for modifying the project as nv'ec':ess‘a‘ry.

SSE Component

a. Is the SSE component on ihe right track to achieve its primary ol")’j‘e'cti{\eg“T’T',;o'i‘"’f
assisting sma!l businesses to become self-svetainic -7 RSO T

b. Is the present target group appropriate? How many SSEs can r'éalist,iéévl’l‘y, be
served by the project? Are the SSEs receiving the full ran’ge‘;:,of-:,%'s'er\?icgs*“}
needed? : Chela s e

c. What are the most important obstacles to new business starts "in,."thé?ji'egions)?""
Are they political, economic, or other constrain's? B

d. Do repayment patterns Suggest any generalizations about future trends?

€. Are the number of agents and the present organization and géographic
distribution sufficient to reach the targets s<{ by the project? i

f. What activities are necessary to institutionalize the SSE component by 'v.e‘nd
of project? : : B

YO Component

a. Are PVOs viable alternatives to government cervices? Can they provide less
costly, more efficient, and more flexible services than governmant$

b. What special role can PVOs play as developers of infrastructure and

providers of training in preparation  for future  direct contact between

farmers and the private sector?
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c.

What is the GOS attitude towards PVOs? =~ Will the GOS permit them

develop into successful providers of goods and services? ~ Has the pro;ecti
“including decentralization tours for 'GOS  officials, had any effect on

- changing GOS attitudes?

‘ dl
served by the project realistic given th: number of PVOs active (or willing
to participate) in the project’s »none of operation? If not, what is a more
realistic number? , :

e. Is it realistic to expect the village organizations -being hel’ped ‘by

- project-funded PVOs to become operational within the three years that are
left to the project. :

f. How should PYO loan reflows be channeled?

g. Should a direct assistance program to PVOs be adopted? If so, who Wi_l‘,li be
responsible for the daily implementation of th. activities?  What are" the
implications for MU personnel and budge? -

h. Is the approval circuit for PYO propos~! submissions satisfactory?

i. Is the Management Unit staffed  to provide the needed" ~1ntensxve
organizational dcvelopment services to PVOs to enable them to become a .
reliable source of assistance to farmers? g _

3. Selected Issucs:

a, The evaluation team should exammc, but not dwell upon, home off:ce role in
mobilization and contractual issucs as they directly affect substantive project ‘
implementation. S

b. The evaluation team should examine thte role of the NPC to determine its
contributions to the project and fvture role. ' '

c. Given current implementation arrangements, is this project replicable? What
are the key components that could be ::niicated within reascaable cost?

d. The team should examine the valility of project assnmptions as stated in the

Were original projections regarding the number of village organizations to be

logical framework and recommend actions to counter inaccurate 1ssumptnons.
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REPORT .

I The team leader is responsible for preparation “of th fmalr .
submitted by the evaluation team. The report will contain the_e:fol_lq_y"ymgy;‘sq;;‘t;i’qg;‘ ‘

va.'B;as_ig Project Identification Data Face Sheet -
b. Executive Summary

No more than four pages single-spaced including statement of purpose of the -
project and of the evaluation, a statement of the conclusions with - topics
identified by subhead, and recommendations (corresponding to conclusions)
and specifying, where possible, who or which party should take the
recommended action. o

c. Table of Contents
d. Body of Report

Will include a description of the context in which the project was developed
and implemented, and provide the information (findings) on which the
conclusions and recommendations are based. Should discuss the logical
framework and the degree to which outputs and inputs have been attained
and the validity of the project assumptions.

e. Conclusions and Recommendations. Separate, short and succinct,
f. Appendices

As necessary and containing at least the evaluation scope of . work. and"
description of the methodology used. S A

2, Submission of Report

a, The evaluation team will make an oral presentation of the findings,
preliminary  conclusions and recommendations to the USAID Project
Committee no later than one week prior to departure of the team from
Senegal.

b. The final draft of the- evaluation report will be submitted in English to
USAID at least three davs before departure of the evaluation team leader
from Senegal. During tie course o the evaluation the team will maintain
contact with USA’" ‘Senegal throngh the Project Officer in PDO. USAID
will arrange to have the scport transtated and typed in French,
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.c.y-‘:‘lS_. copies of the - final evaluation. report in English will" be submitte
- . USAID/Senegal so that it arrives - in Senegal
- following departure of the team from Sciicgal.
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1. 'Reasons for the Evaluation

The reasons for this mid-term evaluation are to assess the progress which the
Community and Enterprise Development Project (No. 685-0260) has made to date, and
to analyze proposed project modifications. The team has also been asked to examine
options for institutionalizing the two project components by PACY, and to determine
which components/sub-components are replicable at reasonal'e costs. Since the
project is in a relatively early stage of its activities, and the Management Unit is
rethinking some of the original design elements, the intent of this evaluation is to
diagnose design and implementation issues, to replan if necessary, and to recommend
activities/directions which will help the project institutionalize its two components
by the end of 1990.

2.  Composition of the Evaluation Team

David P. Harmon, Jr., Team Leader N
Villiam J. Grant, Small-Scale Enterprise Specialist - -
Barbara C. Skapa, PYO Specialist S

3 Planning and Orientation

Prior to departure from Washington, the team met with representatives of TCF
and MSI to review the background of the project and its progress to date. The
team also met with Ms. Musu Ciemens of USDA/OQICD, who is responsible for the
decentralization tours given to GOS officials of the Kaolack/Fatick region and to
certain NPC members. Members of the AID/W Sahel office briefed the team on jts
perspective of the project and the implications of the project for possible future
projects of its kind in other areas of Senegal and in other Sahclian countries. The
team also met with Salwa Levsy of GEF to discuss her recent expericnce arranging
the OEF/MFR grant,

Upon arrival in Dakar, the team met with the USAID Project Development
Officer, the Project Officer in charge of the project and the USAID Project Review
Committee to review the status of the project, the team's scope of work and the
field work in the project area. The team c'so had the opportunity to meet with
various members of the NPC to discuss the project and its future from the GOS
perspective,  As preparation for the intensive fic!ld work portion of the evaluation,
the project’s COP briefed the tcam in Dakar for a full day covering the evolution of
the project, its progress, its problems and the modificaticns in design which the
contractor wishes to make.



PIO/T No, 685-0260-87 : MID-TERM EVALUATION

4. 'Data Collection

" .Three methods of data collection were used:

~a. Examination of documents.

b. Personal interviews of project 'p’efsonnel PVO personnel
officials, project beneficiaries (VO personnel
small-scale entrepreneurs), and bank officials, . PR

c’-. Direct observation of project activities.

Project documents were provided by AID/W and NTF/MSI prior to the team's
departure from ‘Washington. Additional dccuments were supplied by the USAID
Project Officer and by project personnel throughout the work period. A member of
the NPC, Mr. P. Kandji, worked with the evaluation team on data collection,
interviewing and analysis. Another membt.r, Mr. M. Sall, spent a day with team in
the field calling on entrepreneurs funded by the project.

Semi-formal interviews were held with all members of the project staff in each
principal area of activity. The interviews were structured to the extent that they
gave the team members additional background, current status of project activities, as
well as the interviewee's perceptions/opinions and recommendations for both the
remaining three years of project activities and for possible options after PACD.

All  interviewees were assured that all information received would be treated
objectively in the evaluation. Furthermore, they were reminded that the evaluation
was of a constructive nature. The team explained that the objectives of the
evaluation were not only to measure progress, but also to d=2rermine what changes
may be necessary to ensure success of the project and the institutional arrangements
which hopefully will follow after PACD.,

In the PVO component, personnel from participating, potential, and
non-participating PVYOs were interviewed in Kanlack, Dakar ard in the field. The
non-participating PVOs gave the team inights irto why these organizations had
declined the opportunity to receive techiical assistance and funding to carry out
their missions. Village organizations and farmer-membors were visited to ascertain
what carly impact the PVO side of the proi~ct has had. CERs, other government
technical scrvice personnel, e.g., SODEVA, and the political structure (Governors,
Prefets and Sous-prefets) of the Kaolack and Fatfck regions were interviewed,

Under the SSE component, small-scalz entrepreneurs funded by the project were
interviewed throughout the project region to determine the impact that their first
loans from the project have had. Lo project business advisors were interviewed and
observed during the course of their work, The evaluvation team and Mr. Kandji
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participated: in the o May "thOnthily ~ credit . co_mmxtvt‘ée'_'t méglti;ri‘g,'if »atifﬂWhichl,}
advisors presented and defended _entrepreneurs"ia'pplications for credit,

the means to observe. the credit screening process in action,” . Lo

‘the. business.
This provided

Finally,” eight banks, including the CNCAS, were interviewed - j )
ascertain what actions the project would have ‘to “take during’ its: final- three. years
create a clientele of entrepreneurs, sufficiently attractive ' for a--bank “to" asst
part of its portfolio. S E R v

5. Synthesis and Write-up.

Data, impressions, analyses, tentative conclusions and potential recommendations
were discussed within the evaluation team to achieve a consensus and to increase the
reliability of the team's evaluation, The evaluation responds to the Scope of Work
(Annex 2) within a modified framework of the standard AID project evaluation
format,

During the course of the fieldwork and write-up period, the team kept close
contact with the USAID Project Officer and the Project Development Officer. Each
team member took primary responsibility for dJrafting responses to the scope of work
according to his/her specialty and the field werk he/she carried out. Each team
member reviewed and commented on the work of the others. The individual
responses provided the basis for the overall evaluation report. During the last 10
days of the work period, the team met with the National Project Committee to
review team findings, conclusions and recommendations.

A week before departure, the team briefed USAID on its findings, conclusions
and recommendations. The Chief of Party and MSI's project representative received
a similar briefing in Dakar. A draft final report was presented to YJSAID three days
prior to the team’s departure, and USAID's suggestions and comments were
incorporated in the final report, The final report was edited and printed in
Washington after the team's return to the U.S. Within one mcnth from the team’s
departure, 15 copies of the final report were received by USAID/Senegal.

oV
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1.

'Management Systems Internatxonal Janet :C.Tu

APPPENDIJ( 4

| 4ORGANIZATIONS AND INDIV UALS INTERVIEWED

C & ED Prou ect Pgrsonne

Transcentury:  Louis L. M:tchell :
AN Bonme RICCI o 1 ,

Entire’ Pro;ect Stakk m Kaolack/erld

Ea;ig‘ngl Projec ot Qommnttg
A.B. Sy, Presxdent of NPC Ministry of le
‘M. Sall, Executwe Secretary of NPC; M:mstryfﬁof "Skicpyqx'al,\D,eyglopmept".

P.S. Kandji, Decentralization Secretariat

AID/Washington

Phyllis Dichter - AFR/SWA
Willy Saulter - AFR/SWA
Milly Brown - AFR/SWA
USDA/QICD

O. Musu Clemens

State Dg‘ partment

Lanno/’;x Walker, Ambés'séaﬁrf )

: MID-TERM_EVALUATION

M
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, Saifaht'.’lane Littlefield, Mission Director
- George Carner, Deputy Mission Director :
Joel Schlesinger, Project Development Oficer

~ William Hammink, Project Develcprasnt QfF «er‘,

Amadou Ly, Pro;cvt Officer
USAID Project Review Committee

7. BVOQs
a. CARITAS/Mbour
Degboe Nicolas, Regxonal Dxrec*o

Therese Dioh
Etienne Sylvia

b. Africare

Walter Williams, Director-Senegal
Joseph Tavares, Regional Coord’nator
Malizk Pouye, Project Coordinator

¢. OEF/MFR
i. MFR

M. Sarry, Regional Director
Debbie Fredo, Trainer

Moussa MBaye, Monitor
Gdeye Camara, Moritor

K. Toure, Veticinarian T=2inar

Margaret Clement, ‘irainer (MFR/QZF)

ii. OEF
Salwa Levsy, OEF/W Controller
Soukeyna Ba, Director, Senegal
d. PADEC

M. Dia, Coordinator for Birkelane

: MID-TERM EVALUATION



4-4

PIQ/T No. 685-0260-87

':,:\,,"CARITAS/Kaohr'k Philippe Bonnéval‘_

. "f';f-?;'Other PVOs < non partxcxpants

~ NCNW - Cheryl Willizms Nam

Mrs. NDiz ;2

~,"'CRS Laverne Picrce
- AFVP -Gilteart Labouroux

CONGAD - Thierno Kare

AISA - M. NDiaye

OFADEC - Jean Carbonare e
World Relief - Maquette NDmye
ARAF - Saff

ARAK - Staff L
ABACED - Daouda Diop. "~ .

8. ¥YOs
OEF/MFR 6 VOs
Africare 2 VOs
CARITAS/Mbour 2 YOs
PADEC 1 Y0

9. SSEs
Kaolack 7.
Fatick 5
Koungheul 5
Sokone |

10, GOS

Governors of Kaolack and Fatick Regions ’
Prefets and Sous-Prefets of various departments and communes

CER -

Tirkelane

SODEVA - Dakar

NPC

- various members

: MID-TERM EVALUATION
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1. Banks - nggr i

12,

Citibank -

SGB ;;‘vIdnssa Seydx President

SONABANQUE Amadou Nnang, President- Dnrcctour General

BIAO : jj'._f::"'Mohamadou Dlop, Admmxstrateur-Dxrecteur Genera

BSK‘ -']Omar Seck Dxrecteur General Ad Jomt

CNCAS ,‘ Claude Fauquet Diresteur dv Credit

”’ “‘_‘_‘-,,‘.;"ZSheena Stu'lrt Manager o
o ~Gabnel I"al Resident Vice Preoxdent

SOFESEDIT "Mame Diop, Directeur du Credit

UsB Moustaphe NDoye Dnrecteur Industneijw

Banks - Kaglack

BCEAO M Diop, Directeur
BIAO B Sarﬁ‘m N'Doye, Dire:"-ur
BNDS - M Badgn Dxrecteur : o

SGB . - :‘JM Tall, Dlrecteur du Crcdlt

USBvr!_ M onp, Dxrecteur :

Dakar Q‘hgmbgr of Commerce

M. Deme, Training Specialist
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—————

TWO - TRAINING

raining reteiuqﬁ;tﬁrdﬁéﬁfﬁrdigﬁff

las training useful to you
not useful
Suggestions/Comments

raining for women? When

.
f

Natuhé oFgEFﬁiﬁiﬁg

o
1=

for (
at (r

Comme:
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3LOCK THREE - MANAGEMENT,

1. Communlcatlon'- Fraquency S nd natura~7-wv

contract wlth nrowoc*

-Locale.c

2. Primarnyroject contact person

Is communication? - _

3. PUO Grant Praoposal Process

a. First heard QF grant availability in-

b. Reaction was positive

Nﬁgatiue

other

c. prepared grant request For

For (N®) ' ’”:;ifoiiiage organizakica

at (place)

Comments

Management Unit Staffer |

‘fheck PV0O Spec

- Cradit Spec

- Tralner

- COoP
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‘urpose
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2

e

system s months

Your comments -pleaseTfﬁ“°"“*

f.

' too.
too easy?  Yes

It's good Fopf{ngxperienced PUQs to learn h@@ﬂ,

g.

In your opinion.is”graht‘propoéél?pﬁ6Cé§é‘fd
complicated? VYas__, o

No

No

Yes

No

‘approval

“p'SEQhant?

What is the role of the CER in'yqurfééﬁ101g9§ 3  

val
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ILOCK_FOUR

:redit (Use for PVO grant of credit)

a. Have you 1nd1u1dua11y e your”PUO
(circle) received. cred1t7>“p

fes Date"

loan oF CFAA\

ratetoFﬂintere t

repaymen‘t t”"st atus____

acthﬁt‘f,be1ng F1nanc1a1

s this an old or new actlvity? (cnrcle)

11 your group- ask for more credlt next year

‘an your group manage a; Crédjtffﬂnd?

Yes

lorexplain

b. Do you individual]y/your PVO/your‘VO need speciaIIZed bus1neesland/or
tredit management training? T N | o -

Yes

,Nature»'

Have you receiuad cred1t managoment or busin39° training
- Yas :

Natura‘ date

as it usaFu]? Yes"

Mo
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Comments

d. (For group managed credit actiulti s ‘7ég£&uity

Problems encountered

Solutions Sought 

e. Is actiuity oF“be1ng’F1nanced,

‘in the Sahel
f. Has thié;gnbg"

No

Yes

From

K
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OCK_FIVE SPATIA

. in your oplnlon dogs,the,CER/other GQH

n tltutlons prov de a
ichnical expert|>=, : i,

mments and ReEémmgﬁHéijps

mments.,

What helns or discourages new,buslnesses from starting
: thi rea’y; i k

Does the gove
sinesses?

O]lCY‘Of decentrallzatlon have an impact uoon small

‘ 5 ‘ pObltlue 1mpact
negat:ue
neutral
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LOCK SIX PYO -

J ""_; : t (]

9rdices?
thy?

‘rgétflng more:
- . less
-no change

.nvolved wifﬂf

t. What do you' 11ke leaqt about the Al

) project?

'/ Your commentq please ~f”‘i'w‘*53955  e

j. Do you Feel the Project starF are quallFled to a551st your organizdt10n7
omments S o

). Should the progect help more/lﬂ s/how many
WOs in the Region? . In wuat manner?.

1\
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QUESTIONNAIR  POU ”LES CONSEILLERS

Nom du Consn_fj"

Age: ; Rt
N1vaau-d'EdUcatio

Travail pracedents

NARCHE“

Comblen d’éntreprises dan
,Artisan g
Industr1el;w&
:Commerc1al
Transport

'Agr1bus1ness

Visxtes a leur entreprise.

Ils vuus trnuvent°”‘

Quelles sont les activities econumiques princfpales de;yag&ééng?

Combien de vos clients cont lies a ces activiteg? %
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CONCEPT DU PROJET:.

Quelles sor tes

OUPQU'JI T

TECHNIGUE

et

Qu’ esffde:wédﬁ. uo. it=ce QM
fmportant? o S R I SR

1¢

‘¢fég{=quef1¢‘btian~et*pbuqudi}éé£¥ce%’éue ¢! est

';ueHe doit atre la profit par rappart au remboursement fnensue?%
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Est-ce que ¢

Quelles: .. serv1ces,~\
qu’ 1Is on percu ue prnt°

i

DEHARCHES DE TRAVAIL

Combien de Jours par mois ést c ue' vo ,’f1 f“fNAf-f f' gzdne
pour Jle travall? T : T

Combien de personnes sor
envers le prOJet° fﬁg\bff

Combien de'Qhéi§7estfﬁe;gq;ﬁypgs*ayegwefféﬁiqé?f

Que] est Ie montant total des'prets?

Combien d’argent a deja ete rembourseﬁ“

Combien de remboursements sont-enprerapd?
Pourquoi? _ T

Quels ' sont les differents projets auquels vous avez
prets? T s R
commérfiadxff ?7*
transport

agriculture

s
«r

.-
we
[(8
L 1]

WA
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Cohbigh;

Lombxen de ces doss*ers sont ar iVEb

Quel le
drrlves

Combien de d des'.prets?;

Pourquoi 1§éfaqrresgne;

Comblen de fois est-c
fois au comite?;l‘

un dossier plusq’une

Est-ce qu’ il v;enjngUi@defsp ont ete

aucorde?

Ereeanailnn dy dnsaiec

Combien de temps est-ce que ca preparer un dossier?
Decrivez la demarche:

Que]s sont les volets d’un dossier

Vigites de sensibiliéafioh ’°*V‘A =
Temps pour avoir les informations necessaires 
Ecriture du dossier meme |

Autres
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Est-ce que c’etait pour WE*MEméYEhgse?qu’ayant? Si op£fb ur

Combien de temps est-ce qUe
et preparer ‘

Est-ce que vous:visite
vous. pouvez 1eur a=s1ster

F1nanc1ere

4

ﬂImpact

Suivie

Quelle suivie effectuez vous apres que I

Qu’est?éé;qqéfyoﬁs;féitégfbghagﬁiﬁﬁég visites?

Combiénfﬂé[visiié;Vpgpﬁmﬁféfjf;" 

INFORMATION SUR~LES ENTREPRISES

Combien d'entreprises avez,des cbﬁﬁtes bancaires :gu
l'emprunt7 ' s S 7 i

Combien en ant maintenant?”

Qu'est-ce qu’ils font avec?

Combien de vos‘fb11551é”iulff

i de
gestion? i

reqistres de comptes

registres inventaire

A
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Quelle formation ‘est-ce que vous,

Est-ce que vous etes contentiavec Ia gestion-d
Pourqu01° i s 4

- - N . .

Combien de prets est-ce que vous pensez que vous puiSs@ez4,gerer
en meme temps sans problemes, en tenant compte des visites de
sensibilization, suivie, et autres travaux?

Quelles changements sebonl, necessaires pourque vous*:huissie:
doubler le nombre de clients que vous puissiez gerer? 1¢/
\
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APPENDIX 6

Agri-Related SSEs
., SSEs-to be,aasiatcd ‘by the fojcct will ba seleoted froa an estimated
1,500 agri- tolnted /SSFg in Slne Saloum.' .Thewe 1,500 are producing goods and
ggrvgcel directl supportive’of qgriculture. Dlrec;ly supportive SSEs include;
. -——,——-.Z ' X |

farm and ffshing equtpmcnt mnnufacturero and rklbvant supply and

repair sorviccs, I . | S :

\ . ‘_ s , | . * 4 ‘l

food processo;u and; mnkers und rapairens of proceaning equipment°
T "|

buygrs. transportern and‘sclluéq of prpduce and fish, and nakern nnd

'rgpairera ‘of , trqnaportation eqqiphcn*' R

rural building; fencing, well qlgginm 1rrigqtion. and earth moving '
contraccarq,. ,: . } ‘ '

' ‘ lt _ ; L i §
cpgrcoal producerq, and : S e BT [

.- \retailera of-pgri-equ-phant and'.upplfec. |
. ] . ||| ) ]
Descrihcd by cqbesqry of sklll und.activtty, agri-related SSEs 1nc1ude:

- mcchanlcs. L‘upkumlths, fodndurﬂ nctulworkera. woodwockery aad
Lharquul prod0ccvu.. . A, . ‘ :
. : 3 N ' C R e
...g,~*. e ,'-‘ . N l! .
: ,'
- uillorn.,th e.Hurl. des dﬂoraﬂ nnd puckor,; |
l N [N ] P
r huildera, masoqa. ch.pe .,rcg electr1~ians,‘blocbmakera, and uﬁll \
; d188"‘" N '{' : . ¢ by |,.|.f

-

\

L]
l.'; :. '
]
?

-—
-—

- iruckeru and ;l.r.tteor; (aperutorl of nntmql and huuln powerad

Vagona). P . . _ . o
’ ) ‘ . L,

+ boat’ bui}dﬁfqtppd 1111 SRONRAARERE
. ."‘A . ) ] { ’

. ' .
- tanners 'and leathorworkess; ..o ot

- broker;'and rutcilers. . ' .“l '

K Entrepreneurn such as jcwelera cArverl. cloth,dyo:l and printerl.

hotel’
taflnis, dressmakers, haitdressers,. beautlc‘ana,,reatauran;c rs,
keepers, and aundry retailers generate income. arne of which may be {nvested

In agrlculturc. but will nott be constdered ra:ficicntly dgkg-related to bé
focluded {n thc Project's target droun.

WA
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" SbE o
RECENT FINANCIAL ACTIVITY

From 1st JanUarvvto 31 harbh 196? L.

Since 1st Jandahv.' 1987. 33 neu. smaIl busxness 1oans for a3 total
of 44.628.461 F CFA have been approved. bv the credxt commxttee- ;

The breakdown is as- Follous : TR

' o
e

Zone Numbgc n£ Lgaus s emnuni SEA
Sokone o e - 650.000
Fatick 2.000.000
Koungheul 6.250.000
Kaffrine 4.906.000
Kaolack (South) . = . '10.945,000
Kaolack (North) - 14.877.461
B  44.628.461

' These loans are for 3 variety of types of businesses :

Ivee - Numbec af Lnans ;gg ;;f' ‘Amaual (CEA)
Poultry 1 ' - " 3.000.000
Vegetable Production 2 . 1.850.000
Livestack fattening 4 : 3.366.000
Fisheries B N 1.350.000
Millet Processing 20 ; 2,000,000
Carpentry SR I B 250.000
Mechanics and Hetal uorking 2 2.300.000
Restaurant : DR 1.500.000
Retail (genéral) o7 5.570.000
Tailors 2 680.000
Harduware 1 2.500.000
Masonny -4 14.127.461
Transpaortation B .3 £ 5.,955.000
' . Toral 33 o ,-‘f, .. 484.628.461

Ouring this periaod, also, 24 379 136 CFA uas collected in

reimbursements. The breakdoun is as follows ¢

Principal repaid ; 21s927.544“CFA
Interest repayments ¢ 2.451.592 CFA

NOIE ¢ 2 (nine) loans were rompletely fPImbUP‘ed during Lhis
period.
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From st September 1986 to 31 Harch 198

67 small busxnessfloans for-a:tot
been approved by thé%creditlcomm

‘Zope

numbgc af L ngunt Ll
Sokone 10,286,000
Fatick 15.550.000
Koungheui 14.035.000
Kaffrine 7.906.000
Kaolack (South) +20.445.000
Kaolack (North) 24.067.461

ol v : - - o e - w—

TOTAL

Ivpe 15’5 emnunl .(CEe).

Poultry ‘7*1 ,!§'3 000 000
Vegetable Production,fﬂ . 1.850.000
Livestock fattening - - 7.656.000
Fisheries o 9.286.000
Millet processing 4.,085.000
Carpentry S 1.750.000
Mechanics and metal uorking 4.400.0C0
Restaurant BN 1.500.000
Retail (General) - 19.900.000
Tailors . 1.680.000
Harduware ' 4.000.000
Masonny ' 17.127.461
Transportation 10.155.000
Rural pharmacies 2.900.000
Jeuelleries . , 3.000.000
TOTAL **fffé?" , , - 92.289.461

During this period, also, 32.416. 555 F CFA was .collected in
reimbursements. The breakdown is as follous :

Principal repaid : 28.967.162 CFA
Intergst repaymants : 3.449.393 CFA

+

NOIE : 9 (nine) loans were completely reihburseq‘
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"~ ~Many real and potential project clients could use ‘the
they ‘choose the project? What are. the factors which limit the ‘use of form ,
and cause the project clients to prefer the use of a project -loan,” even though the
cost is greater than at the bank? Additionally, why don't the banks service this
- large, untapped market of clients? ' R M

of reasons:;

0 The banks require that borrowers have an account wjtkh_t}im‘e“ bah“k",fy‘o;‘f..,atﬂ.‘ least
- six months prior to the loan and a steady working income which ",basses,

through the bank, o

0 The cost of maintaining a bank account (the AGIOs plus feés) aino'un'jts.to
over 4000 CFA per quarter, for even the smallest deposits.  This cost is a
"mental block" for many to work with the banks.

0o Rural based banks (i.e. Kaolack) are very slow to process loans and are
restricted on the loan sjze they can provide without senior level approval
from Dakar. Loans under 100,000 CFA can be approved locally with a delay
of only 3 weeks, but any loan over that amount must go to Dakar and will
take at least 6 weeks.

For entrepreneurs outside Kaolack or Fatick, the banks are very inconvenient,
They must travel to the banks to use their services,  This can be very expensive
requiring several trips, given the slowness of the banks,

Most entrepreneurs do not understand how banks operate, how they charge
their interest, and what goes into the fees which the entrepreneurs are charged,
Banks either o not, or cannot, clearly explain the interest and fee charges. This
makes the entreprencurs suspicious, In addition, entrepreneurs generally receive poor
treatment from the banks, compounding their dislike for the banks.

In their general misunderstanding of the banking system, the way interest rates
are calculated, and the potential uses for credit, many entrepreneurs are scared away
and do not even attempt to get loans. Many very productive entrepreneurs need
exposure to the productive purposes of credit,

Ertrepreneurs often do not even attempt to use banks in Senegal for a variety
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The fll‘St loan can be very expenswe, between openmg a bank account, paymg
the fees, making the multiple visits, the slow process, getting an offrcmlly notarized
" guarantee (whrch will cost over 100,000 CFA for a 3 million CFA collateral -- paid
up front), and insurance. The expense and difficulties involved are great enough to
drive many people away.

A loan request to a bank requires the preparation of the project, accounting
records, and internal management syqtcms Entrepreneurs usually do not have the

systems and the project preparation is very expensive to have prepared by an outsxde‘

party (preparation of a good loan request can cost 600,000 CFA).

Reasons Why the‘Banl:cs Are Not Entering the Market

Risk

This environment is very poorly understood by the banks. They do not know
the clients nor do they understand their businesses. As long as the information level
and understanding are low, the risk of getting involved in the operation is high.
Many of the banks in Senegal have tricd to break into the market, and have been
seriously burned (there are two billion CFA in uncollected bad debts to small
borrowers, resulting mainly from agricultural campaigns). Risk can be lowered
through knowledge of the clients business and a good feel for his character (the
reason banks require bank accounts for six months before they will lend to a client).
The risk of default is a very important consideration for many banks, because the
losses on one decfault (100% of the principal) require the profits from 30-50 good
loans (depending on the profitability) to brealkeven,

Cost

To lower the level of risk requires a close study of the proposals, as does the
SBAU. This is a very expensive process requiring intensive use of skilled labor to
elaborate the systems for evaluating loans, visits to the field to meet the
entreprenedr, to understand his project, and to understand his motivations. The
costs involved in this research procedure to develop the knowledge and systems are
considerable. The 5% premium which the BCEAO allows on their discounted rate is
not great enough to cover the expense this evaluation process requires, especially
considering the meager profits to be earned from such small loans. As long as the
5% cap is kept on lending rates, it is certain that loans to small entrepreneurs will
remain scarce,

P



8-5

PIO/T No, 685-0260-87 ‘ " : MID-TERM EVALUATION

'Centlfall‘:zed Systems RN

The overall poor management abiiity of the bank br'an‘ches,f réflccfed_ in the low' :; -
loan ceiling approval level given to branch managers, increases the cost to the banks
of processing loans from small clients. To send applications to Dakar for small loans

is not cost effective. As long as small loans cannot be approved at the local level,
where knowledge of the client is greatest, they will not be profitable.

These two sets of factors surrounding why the people who need the money
don't go to ihe banks and why the banks won't lend to the people who have
bankable projects, combine to create a large, untapped market which the project is
geared to serve. By preparing itself to serve the target group, the project has also
developed the systems which will allow it to profitably serve the other entrepreneurs
who fall outside of the specific target group and yet who still have viable projects
which need financing.

Note: It is interesting to note that though a large market exists in the rural areas,
many banks in Senegal are shifting away from loans to the smalil client toward
lending to corporate clients only (BIAOQ, Citibank, BCCI). At the same time these
banks would like to be able to draw on the savings in the rural sector to provide

them with low cost funds to lend to the corporate sector. The BIAO, for example,

is extending a savings drive into selected rural areas with some success, even though
it offers no services in return to the savers.
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APPENDIX 9

'PROFITABILITY OF THE LOAN PORTFOLIO

\

V14
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r-"}t Income
(Milllons
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v ‘nnmbr of lnom . ' ’
0 1.1 + 13 0 1] Y- T M B S X

The majority of the cost of servicing a loan is at the beginning, in the loan
appraisal and evaluation phase. The shorter the loan duration the more times these
initial costs must be incurred, lowering profitability. Average loan duration is
presently 9 months.

For the project to reach profitability, 9 months would be an acceptable length
of time, Even though a longer average length of loan would reduce costs, and
increase profitability, it must be balanced with the greater risk involved with lending
to longer term projects. As the length of thie lcan extends, the range of uncertainty
also extends. It is more difficult to predict economic conditions two years from now
than it is to predict them one year from now. It is also more difficult for a small
entrepreneur to estimate his cash flow and earnings stream over more than one year.
The one year limit may be restrictive for scme entrepreneurs, but. it is sound
banking policy in the small enterprise demain,

Though the project has not been lending funds for a year, and their schedule
has been interrupted by other activities, five agents have accounted for 76 loans in
eight months (or 91 in 9 months inc!.ding the month of May). This comes to an
annual average of 24 loans per advisor. The advisors are still in the learnin_ phase
of their jobs, perfecting their skills, learning about their environment, and getting to
know their customers and their "market", so this figure will increase with time.



9-5

PIO/T No. 685-0260-87 . MID-TERM_EVALUATION

An average of 24 loans per agent for the first year is acceptable, but will need
to be more than doubled by the end of the project if the SBAU is to become
profitable. Given the time required to elzborate a dossier, discussed above, and the
required follow-up on active loans, the advisors believe that they can process five to
six new dossiers per month, which will probably lead to 4-5 new loans per month.
This will be i function of improved training of the advisors, the number of repeat
loans, and the overall demand for credit by the target group. The "bottom line" of
the income statement, net income before taxes, has been arranged to demonstrate the
significant impact an increase in the number of loans outstanding that an agent has
at any one time on profits. Advisors will need to generate 55-60 loans per year, or
40 active loans at any one time per advisor.

Portfolio quality to date is excellent. There have been no defaults, ten of the
entrepreneurs have reimbursed in full (five of them early), 61 of the 70 remaining
outstanding loans are being reimbursed on time and five are early on their payments.
Of the four late payments, all are making some kind of monthly payment, but smaller
than originally expected due to changes in their earning streams. Two of the four
loans have been rescheduled and the other two will be rescheduled socii.

With no defaults and only 2.4% of the outstanding portfolio in late payments,
the quality of the portfolio is excellent, Considering general experiences with
lending to small borrowers, any figures above 83% repayment are considered to be
excellent (Goldmark and Rosengard, A _Manual to FEvaluate Small-Scale Enterprise
Develooment Projects). In the model a 5% default rate has been used, because this
will certainly be more representative in the life of the project, especially as the
number of loans made increases by 250%.

The graph below shows the profit sensitivity as the default rate increases. It
is important to note that if the default rate reaches 8%, then with an average loan
size of 1.5 million CFA it takes 57 loans outstanding at any one time (or a total of
76 loans/year) to breakeven.
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BREAKEVEN ANALYSIS: .

L VAR DEFAULT RATES {1,570) ’

rat Incomae
o (Mllenny

Interest rates are not characteristics cf the loan portfolio, but are very
important in the profitability functien. The following graph definitely shows that
interest rates of 18% and 20% will never breakeven in our base case, given the
characteristics of the SBA unit. Even a 22% intcrest rate will require an average of
57 outstanding loans per advisor to breakeven. Only at 24% does the SBA unit
actually begin to have hopes of profitability. Therefore, the 24% interest rate
cannot be lowered and should, if possible, b2 raised through contract arrangements..
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' BREAKEVEN ANALYSIS

UWSROINT RATES, - LOSN size 1,500

e

rq? Incema
CMiillorm)

number of lonrm ¢+ R »
;Y 4% . X 26X
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]
=
n

o 18% + X & 2%

Other characteristics of the loan portfolio which reflect the devevlopmental
impact of the loans are the loan size to pre-loan balance sheet ratio, the use of
funds (for working capital or fixed investment), and the rural urban mix in the

portfolio.

. Debt/Equity mix. The relationship between size of the companies receiving
loans versus their ability to use extra furds is cdemonstrated by the ratio of their
equity invested in the enterprise and the size of the loan requested. It is difficult
to strictly identify equity in these small enterprises, so the total on the balance
sheet has been used (very few of the enterprices  have any outstanding debts).
Nearly a 50% (37 out of 80) were borrowing sums valued at between 100% and 50% of
their total figures on the balance sheet. Very few were borrowing less than 10% of
the value on the balance sheet, Therefore small firms can mal: effective use of
large sums of money, relative to the overall size of the company.

Use of the funds. To determine the impact, it is interesting to know whether
funds are being used simply to maximize existing production capabilities, or to create
new, production increasing, situations. From the central filas of the project in
Kaolack (based on the 80 loans as of May 15) 12 loans had been for fixed
investments (15.7 million CFA), 67 had baen for working capital (84.6 million CFA),
and one had been for both (3 million CFA).  From interviews with the five advisors,
however, 16 of their loans have been for fixcd investments. Therefore there is a
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large ‘base of excess, productive fixed 'ih.V¢s'tm§nt'~ in “th:e“kSine ;Saloum', needing sxmply 5

the capital to take advantage of it.

Rural/Urban mix. Rural loans are more costly and difficult to ‘make as they are
more difficult to reach, verify, and provide with follow-up, At present 75% of the
loans are for urban borrowers, with 25% for rural projects. This is natural since
there are both more enterprises in the urban areas (with adequate markets for there
goods and services) and better information about the project.

Impact on women, The fund has made only eight loans to women. These are
primarily in the domains which are traditional to women, involving small commerce,
sale of cloth and clothing manufacture. One loan to a woman is for the purchase of
a pirogue and motor for fishing, but she is primarily coordinating the loan for her
family.

It is difficult for women to get loans because, under Senegalese law they have
no property of their own if they are married -- everything belongs to her husband.
Therefore they are effectively excluded from the bankable class of entrepreneurs.

Increasing the volume of activity to reach a profitable level will require an
influx of capital. The cash-flow calc'ations showing the source (original $450,000 or
135 million CFA, plus interest reflows) of funds and the use (increasing the amount
of loans outstanding) of funds in Appnendix -- point to the up-coming shortfall in
capital to be loaned out, 25 million CFA by June 1989 and a total of 104 million CFA
by the end of the project. These are based on reaching breakeven in June 1989 and
profitability in 1990. Should these goals be delayed, the needs for funds will be
lower.



9-9

PIO/T No. 685-0260-87 = i MID-TERM EVALUATION

i COMPONENT: FINANCIAL PLANNING

MIBUTION INCOME VG LOAN SIZE 1,800,000 - No OF AGENTS ™" . &

(IENENT AT VARIOUS i RATE 24,001 " VAR COSTS  1,895.000
8RS OF LDANS MADE C§EIP 6001 AG PEN 18,001

AVG 0/5.° 40,002 BT PEN U N

DEFAULT C 5,001 -AG’ BONUS - 2,000

. S METROAUS o050t

FLDAKS. HADE/ABENT 10 LI S SR SR S R s
MEST INCONE 15,552,000 23,328,000 31,104,000 38,880,000 4b,b56,000 54,432,000 62,208,000 69,984,000 77,760,0¢
IHEST EXPENSE (3,888,000) (5,832,000 (7,776,000 (7,720,000) (11,664,000) (13,408,000} (15,552,000) (17 195,000) (19,440,0
TINTEREST INC 11,664,000 17,496,000 23,328,000 29,160,000 34,992,000 40,826,000 46,656,000 52,439,000 58,320,00
lIBLE COSTS (11,376,000) (11,376,000) (11,376,000) {11,376,000) (11,375,000) (11,376,000) (11,376,000) {11,374,000) {11,376,0¢
vL 6T BONUS (1,539,000 (2,308,500) 1{3,078,000) (3,847,500) (4,517,000) (S,386,5¢0) (b,156,000) (b,925,500) (7,895,00
1055 PENALTIES 729,000 1,093,500 1,458,000 1,822,500 2,127,000  2,551,5:0 2,915,000 3,280,500  3,445,00
 JONUS (810,0000 (1,215,000 (1,620,000) {2,025,000) 12,430,000 (2,83%,000) (3,240,000) (3,545,001 (4,050,0¢
) CENTR OFF (18,439,000) (18,439,000 (18,439,000) (18,439,000) (18 439,000) (18,439,000} (18,439,000) (18,439,001 (18,435,00
FHTING INC (18,961,0000 (13,534,000 (8,107,0000 (2,680,000) 2,747,000 8,174,000 13,601,000 19,028,000 24,455,0¢

YISION LOAN LOSS (3,240,000 (4,860,000 16,480,000) (8,100,000) (9,720,000 (11,340,001 (12,960,000 (14,580,000) (15,200,00

0 D D T DD I D P R P P O O A D O Y e e B e e =

------------------------

l!HN(IOHE (22,201,000) 118,394,000) (14,587,000} (1% 780,000) (6,973,000) (3,145,000) 641,000 4,448,000  8,255,00

P I I I I T T T T L I T T e T T T T Y I I T I T N T T I T TN I T T T T I T L e
E2TSRRZI=IANIS=S=SIEES E it bbbt it b H R R L R E bRt R H R R L L R 1 IS328SS E - gI=2z23R2z==2 s2I=2ITzs=zozzss

WITILOSSI/AGENT (3,700,167 (3,085,860 (2,431,670 (1,796,867) [4,162,167)  (S27,687) 106,833 741,333 1,375,8

KiIMAL REVENUE/LOAN 21,150 21,150 21,150 2,150 . 2,050 . 21,150 21,150 21,150 2,18

)ination of assuaptions:

FOIS: refers to the average asount of principal outstanding per loan,

g refers to the cost of money from the BCEAD at the preferential rate.
EMT:  refers to the percentage of bad loans, '
¥ AGENTS: refers to the § of advisors active in the field.

W(STS:  is the cost per advisor in the field

it refers to the penalty applied to each advisor for bad loans ndl
AEN: refers to the penalty applied to aanageaent for each bad loan railr
FENUS refers to the bonus paid to each advisor for loans fully repaid
fOKUS:  refers to the bonus paid to management for loans fully repaid

KL refers to the cost of running the he:? oftices salaries plus office

wific calculations for iteas included in variable costs and central costs are on next page
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FIXED OPERATING COSTS

PER BUSINESS AGENT/RECURRENT
SALARY
OFFICE RENTAL
TRANSPORT
UTILITIES
OFFICE SUPPLIES

TOTAL

CENTRAL OFFICE STAFF/RECURRENT
SALARIES
OFFICE RENTAL
0FFICE SUPPLIES
HAINT, /1NS,
UTILITIES/TEL/POST
COMPUTER XAINT

1,416,000

0,00

126,00
50,070

| 40,590,
==3==?t8==3=:

1,696,000

- 14,504,000
L, 500,000
208,090
825,000
120,000
750,000

18,435,000
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' PROFILE DU PORTEFEUILLE
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APPENDIX 10

- -PROFILE DU PORTEFEUILLE -

Entreprises productives

Agribusiness: l25 -

Artisan/Industriel . 23
Entreprises commerciales: - 24 ;
Entreprises services: = . - o 8

Combien ds prets pour accroitre
le roulement de fonds?

Combien de prets pour les _
investissements fixes (productives)?

Taille des prets: 0-499:
(000) - .
500-999;
1000-1999:
© 2000-3000

Combien de prets en repitition:

Distribution des prets:
rural;

urbain;

25

25
gy

200
o

15,721,000 cfa
3,030,000 cfa
14,560,000 cfa
34,646,000 cfa

51,118,011 cfa
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Relation entre l'actif et le preti

Comptes bancaires au moment " ** ..
de I'emprunt: SR

Comptes bancaires mai‘?te‘naﬁti‘ -
Duree du pr'et': J 0_3 mois : - 7
© il 4-6 mois o

. 7-9 mois R N

"~ 10-12 mois - 42

Duree moyenne - :
d'un pret: 9 mois

QUALITE DU PORTFOLIO
REMBOURSEMENT DES PRETS:

A temps:
En avance;, .
- En retard:

" No. de mois:

Echouee: : ; ,
% impayce 0

Remb. complet R
en avance; 5

Remb complet A
a temps: 2R
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Valeur to’\ta‘:l,f dvs r,e.ihvt‘éoﬁqrsgr‘nerit‘s; 40‘;4l‘i",l4é9'}éf -

Valeur toté
rembourse -

Valeur dv_ei 'f‘_to‘ut les prets en retard

Valeur total du portfolio en instance: ;.
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APPENDIX 11

o '_EXPLANATION OF CASH FLOW ANALYSIS
- AND FUNDS REQUIREMENTS FOR SBAU

W
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APPENDIX ll

EXPLANATION OF CASH FL OW ANALYSIS
AND FUNDS REQUIREMENTS FOR SBAU

This funds requirement analysis is based on the SBAU achieving a breakeven
status by June 1989 and having a profitable year in 1990. The analysis highlights
the funds shortfall beginning in the middle of FY 1988 (January 1938) wkhich must be
rectified if the project is to achieve a profitable state, A total of 104 million CFA
will need to be injected into the revolving credit fund over the next 3 years if the
project is to meet its objective.

The funds requirement analysis on the followmg page is based on the followmg
criteria: . , . -

Sources of Funds:

- The project began thh a fund of 135 000 OOOWCI'A
reflows from interest payments, ° R

f ($450,000)and will:

Qsés of Funds:
- The major use of funds is to build up the outstanding loans. This reflects only
the actual principal that remains unpaid on loans made at that time. On an annual

basis, the loans outstanding are reflected at the end of the fiscal yecar. Use (source)
of funds will be the increase in loans outstanding between two fiscal years.

- The second major use of funds is the reserve for bad loans, calculated at 5% of
average loans outstanding. The reserve for bad loans takes into consideration the
amount advisors are penalized for a bad loan.

- To calculate the average amount of unpaid principal on a yearly basis, the number
of loans/advisor/year is averaged over the year pericd. This is multiplied by average
loan size times the average length of a loan times the expected prercentage of the
loan amount outstanding at any one time. The first three are listed in the
assumptions.

- The % of loan amount outstandmg at any point in time will vary, During the fxrst
four years, when the project is increasing its portfolio, a greater % of the ..
amounts will be outstanding.  As the portfolio levels off, the average amount of
principal outstanding will drop. During the growth phase of the project, 70% was
used as the amount for principal outstanding on a loan at any time. After it levels
off, 60% has been used as the average amount of loan outstandmg on a diminishing
balance repayment schedule, This acconnts for the drop in loans outstanding
between June 1990 and 1991, even thou.h tota! funds loaned during the period
remained the same.

W
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| PLOV OF PUNDS DURING THE LIFR o? PROJRCT roa nsvowmq caxm ruun

- iﬁné iﬁ&?June 1988June 1989 June 1990 ‘1991 1992

total funds loaned/period | 156,000 360,000 561,000 702,000 702,000 702,000

loans outstanding end of FY 81,900 189,000 294,525 368,550 315,900 315,900
avg loans outstanding 0,950 141,750 254,383 340,200 315,900 315,900
interest received 8,170 23,768 53,416 71,442 66,339 66,339
reserve for bad loans $,969 6,899 10,760 13,452 11,530  11,530.
net interest reflows : 5,180 22,869 42,666 57,990 54,809 54,809 .
net change in loans outstanding (81,900)(107,100) (105,525) (74,025) 52,650 0.
ending balance 135,000 58,280 (25,951) (88,810} (104,845) 2 614 . ;51;122v1

ASSUMPTIONS
avg § loans/agent
avg size of loan

nuzher of agents R G IR S R R
avg length of loan (year) , 8 008 018 008 018
funde lost to bad debt 5,004 5,008 5,008 5,005 5,005 o.OOX

interest Ux 1} - uX B Ux X

During the life of the project, while loans are increasing, it is assumed that 70% of
principal will be outstanding on each loan. As the fund stabilizes, it will drop to §0%.
The ending balance above reflects the net

position of the fund at the end of the FY, assuoed to June 30, The starting balance

of 135 aillion CPA equals the $450,000 credit,

Beserve for bad loans is minus the amount the advisors are penalxzed for bad loans made, and |
the interest calculated bas already substracted the bonus to the advisors of 3%
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'ANALYSIS OF THE START YOUR OWN BUSINESS' PROPOSAL
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APPENDIX 12
' ANALYSIS OF THE START YOUR OWN BUSINESS PROPOSAL

Proposal -

The management unit is proposing to implement a "Start Your Own Business”

program in the SSE component. The program has been developed by MSI baséd_on*
their experience in several other African coun‘ries. The program consists of three

major elements:

1) identifying individuals with entrepreneunal quahtxes by ratmg them on thexr;'

responses to a questionnaire prepared in the U.S,;

2) providing them with a two week training course on the : qualmes of ‘an’
entreprenicur” and the basic managerial skills ‘required to- ’s}tart a new;;

venture; and

3) providing technical, and some financial, assistance to‘ffhélp ‘thezvipgyrtibipanfs_

to prepare business plans and start projects.

The principal rationale for the program is to bring an active new business
development element to the SSE component and to further pursue opportunities to
stimulate private sector development.

It is expected that at the end of the program, five groups of 25 participants
will have received training, 75 new business plans will be developed, 45 businesses
will actually have been started, 25 improved or innovative business and management
practices will be used, and that 40 of the businesses will last more than 12 months.

The resources required to run the program will include one specialist at 300,000
CFA per month for 36 months (10.8 million CFA) nnd about 21 million CFA per
course, including 10,000 CFA per participant contribution, In addition the program
would require a2 6 million CFA grant fund, and a special loan fund of 30 million CFA
(to be kept separate from the regular SSE credit fund).

Situation to Date

The project implemented the first SYOB seminar in December of 1986, based on
the MSI program elaborated for other countries, 19 "entrepreneurs" took part plus
all the advisors. Four months after the seminar, only two projects have been
started, both by women. Both are still in operation and doing well. Six others have
submitted business plans.
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At the end of the semxnar, the followmg conclusxons were reached by theSSE

component .,taff

- j»»The teaching materials used were not properly adapted ‘to the eése - of

‘Senegalese entrepreneurs and were inappropriate.  These have since been

adapted to include appropriate Senegalese case studies.

The 19 ‘entrepreneurs” selected were not as entrepreneurial as expected.
The "entrepreneur” detecting questionnaire was tried on someone the trainers

 considered to be a real entrepreneur" and he scored very poorly. The SSE

component staff is now wary of the questionnaire,

A full time advisor is needed to work with the participants after the - course
to provide them with the technical assistance needed to prepare a sound
business plan, o

Funding for start-ups is so difficult to come by, that funds must be prowded
to help the ‘entrepreneurs" get started or there will be -very ' few
entrepreneurs really able to make use of their natural ability and- the
training. N PR , R

Issues in Favor of Startlng the Program:

1)

2)

3)

4)

The marginal cost of implementing the program from this pomt forward is
quite low. Most of the research and development for the seminar teaching
materials has been completed by the trainer. A body of knowledge now
exists which can therefore be exploited at little costt The cost per trainee
would be about 300,000 CFA and the cost per business started about 640,000
CFA. This is close to the amount the project will have spent at PACD to
simply provide loans to the entreprenenrs.

The acti* .ty has forward momentum right now. The trainer is still here
and has selected most of the ,asticipants for the next semisor,

It will be a pro-active arm of the SSE component and may lead to new
innovations and stimulate activity in the private sector,

Starting the program now will zllow for an "incubaticn" period for the new
enterprises to be conceived, planned and implermiented. It will be difficult
to evaluate the results of the program in less than two years, and if it
isn't started soon, the complete cy~le of the program cannot be completed
before the EOP,
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Issues Against the Program

1)

2)

3)

4)

The management of the SYOB program is very labor intensive, The
program requires a full time manager to sclect the participants for the
seminars and to provide the follow-up technical assistance to the seminar
graduates. To select the 25 participants for the upcoming seminar, the
training specialist has had to sift through four hundred applications and
interviewed over fifty participants (using the questionnaire).

The human_resources are scarce. The project has been trying to hire a

qualified Senegalese supervisor to manage the component. It is having
difficulty finding one due to the lack of security in the position (it will be
for only three years). Even after he is selected he will require a fair
amount of follow-up and training by the cpecialists alreadv in the SSE
component. The training specialist, who has been hardling the program to
date, is supposed to leave in July, and will not be able to provide the on
the job training and supervision necessary.

The SSE specialist is fully occupied at present with the training and
implementation of the corc element of the SSE component, and his time will
become very precious as he tries to get his advisors to double their output
over the next year. He will not be at's to manage the program, and
probably won't have the time to manage and train the SYOB supervisor they
would hire.

It has been difficult to find qualified participants. As witnessed by the
first program, which had only 19 instead of ihe expected 25 participants, it
is difficult to find "entrepreneurial” individuals to participat?, It is possible
that most of the entrepreneurial tvpss have left the Sine Saloum region
already. Those with the get up and go necessary have already gotten up
and gone to "akar where there are far more possibilities for starting
projects. One hope would be to druw some of those people back to Sine
Saloum with the lure of the program,

Additional financial resources will be required. Since the problem of
financing has becn identified as a critical problem to the start-up of small
enterprises, the project wants to put 36 million CFA into the project. The
SSE component already needs 100 million CFA in extra capital to make sure
that the core component, the revolving credit fund is self-sustaining at the
end of the project. These funds will have t» come from the PVO grant
component of the project. To create ancther 36 million CFA will be very
difficult,
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Conclusiéns' and Reéoﬁiﬁi‘éﬁaétﬁlbh"*‘f

‘The SSE component does not have the resources, exther ,human or - financnal at
'could ‘be sxgmnf icant

the present to pursue this new program. However the benefxts
at little cost. : ,,

It is recommended that the SSE _compo umx__n.m_nmm__ths__sm_mmm_m
present for the following reasons:

a. The SSE specialist has a full time job to bring the main part of the

program up to the point where it wiil be a success, and it is not- worth

risking the success of the main project for another experiment.

b, By splitting the attention of the SSE Specialist, the SYOB program ’k_’wouyld
not get the attention it requires to really test its assumptions.

c. The SSE Specialist may be leaving in one year and would not have the time
to properly focus on the start-up and follow-up to the program. This will
create a void in the main program, not to mention any side activities, such
as the SYOL.

V>
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CAPPENDIX 13
~PVO BUDGETS =

CABITAS BUDGBT

TAR1 % AR 2

INVBSTHBNT R
equipaent {,850,000 {,6% oo 4,850,000 4.6%
infrastructure 1,500,000 1.4% 1,500,000 1.4%
ub total £,350,000  6.0% 008 6,350,000 6.0%

OPBRATIONS ‘
salary and benefits (,559,360 4.3% 4,555,360 4,3% 4,559,360 4.3% 4,559,360 4,33 18,237,440 17.1%
office naint, 1,225,000 1.2% 1,225,000 1.2% 1,725,000 1.2% 1,225,000 1.2% £,800,000 4.6%
veh, gag and maint 1,100,000 1.0% 1,100,000 1.0%x 1,109,000 1.0X 1,100,880 1.0% 4,400,000 4.1%
BisC, 709,000 0.7% 700,000 0.7% 700,000 0.7% 700,000 0.7% 2,800,000 2.6%
sub total 1,584,360 7,1% 7,584,360 7.1% 7,584,360 7.1% 7,534,360 1.1% 30,337,440 28.5%

TRAINING
village 2,000,000 1.9% 3,200,000 3.0% 3,000,000 2.8 3,000,000 2.8% 11,200,000 10.5%
pvo 5,000,000 §,000,000 4.7%

7,000,000 3,200,000 3,000,000 1,000,000 16,200,000 15.2%

INDIRBCT COS8%S 3,752,603 3.5% 3,752,623 L.8% 3,752,623 .5% 0,750,623 0.5 15,010,492 14.1%

CRBOIT 35,410,225 3.} 0.0% 0.0% 0.0% 15,470,225 33.3%

GRANTS
reforest 3,000,000 2.8% 0,0% 0.0% 0.0% 3,000,000 2.8%

TOTAL €018 63,157,208 §9.4% 14,536,903 13,7% 14,336,983 13.5% 14,336,98) 13.5% 106,368,157 100,0%

PYO CONTRIBUTION 24,299,304 04,200,034 22.8%

YO CONTRIBUTION 9,1%0,11 : 9,130,723  9.1%

‘ 0
0
0

\“)
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OBP/NFR BUDJRT

INVESTHENT
equipaent
infrastructure

subtotal

OPRBATIONS

TR. OF TRAINEBS

VILLAGE TRAINING

CREDIT SUBGRANTS
short tera
long tera

gubtotal

T0TAL DIBRCT COSTS

1 3:;4

: MID-TERM _EVALUATION

S 8,960,000

15,908,307

11,972,401
1,130,221

26,431,646
1,818,380

28,250,026
14,218,001

T.2% 5,575,000

12,7514, 396,242
14311, 110,841
.58 3,100,220
A
1.3%
06X
§9,4334,212,410

0,08 14,595,000
11,55 8,870,308

95 4,500,068
2,58 3,130,208

0.0%
27,4%16,530,405

0

Com

10,035,000
4,500,000

wt R

o,.
0,

T.1% 39,171,858

" 3,65 33,613,250

2.5% 9,390,682

% 26,431,646
Y 1,818,380

0.0% 28,250,026

0.0
0.0

13.25124,960,816

11.6%

1.3
26.9%
1.5¢
A
1.5%
22.6%

100.0%
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PADEC BUDGBT

INVBSTHENT v
office equip
vehicles

OPBRATIONS

gajaries/field
gocial charges
guard
rent
office supplies
aisc

Dakar
salaries/HO
gocial charges
aisc

subtotal
TRAINING
equipaent
tr, of tr.
train pop.
subtotal
Total Support
CREDIT AND GRANTS

credits
frants

T0TAL

OVERHEAD

4,325,000

2,880,000
. 518,000
480,000
{80,000
166,667
1,865,63

6,448,300

§00,000
120,360
§52,000

1,512,000

§50,000
3,000,000
1,166,667

{,816,667

17,161,961

§,500,586
8,658,031

13,158,611
30,320,584
3,032,088

33,352,642

SU25,000

4,3% 3,052,800
0.9% 610,560
0.7% 480,000
0.7% 480,000
0.2 166,667
2.8% 1,865,603

9,5% 6,655,660

0.95  £00,000
0,28 120,000
1.3% 852,000

2,35 1,512,000

).0%
(X
1.1% 1,166,667

ssnunavonnn

1.1% 1,106,667

25.4% 9,304,307

§.1% 6,015,000
12.8%

19.5% §,015,%20
44,9%15, 439,307
(5% 1,543,930

49,4%16,983,259

: MID-TERM EVALUATION

4,5% 3,235,968
0.5% 647,184
0.7% 480,000
5.7% 480,000
0,28 166,667
2.8 1,869,683

9,9% §,875,462

0.9% 600,000
0.2 120,000

1% 852,000

2.3% 1,572,000

0.0%
0.0%
1.7% 1,166,661

1.7% 1,166,867

13.9% 9,614,128

§.9% 6,045,000
0.0%

8.9% 6,045,000
22.9x15,659,128
2.3% 1,565,913

25, 1%17,225,041

§.9%
2.2
2.3%

26.5%

9,168,768
1,833,784
1,440,000
1,440,000

§00,000
5,596,300

19,979,422

1,800,000
160,000
2,566,000

{,718,000

§50,000
3,000,000
3,500,000

7,150,000

36,170,422

16,590,588
2,688,031

25,240,611
61,419,039
§,141,904

§7,560,94¢

13.6%
LN
i1
2.1%
0.7%
8.3%

2.1%
3.9%

1.0%

10.6%
§3.5%
24.51'
12.8%
.4
90.9%

9.1%
100, 0%

)
>’



VEYELOPPEMENT DES  OLLECTIVITES LOCALES' ET | L'ENTREPRISE 'PR'IVEE
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B.P. 414 KAOLACK - SENEGAL _ - 41.22,07
o - : 41,2254

* . Télex : 7461 TRAMSI SG

Memo to: U. Hammink, Acting Director, POO/USAID

From: B. Laurent, Chief of Party, Community and Enterprise
- Development Project - i Co T
Subj: . Memo of Response to the Midterm Evaluation Repart of -
: June, 1987 o Co '

Date:.  August 10, 1987

On behalf of The Neu TransCentury Foundation and Management
Systems International, the Management Unit of the Community and
Enterprise Development Project wishes to thank PDO for the
opportunity to enter a formal response to the Midterm Evaluation
Report for USAID project files and for the consideration of the
USAID Project Committee and the National Project Committee.

A translation of this memo is being transmittied to the National
Froject Committee.

Our comments can be divided into three categories, one pertaining
to the Small Scale Enterprise Component, one pertaining to the
FVO Component, and one pertaining to project management in
general. : ' :

SMALL SCALE ENTERPRISE COMPONENT

1) The Evaluation Team narrowed its options with respect to
parent institutions by making a number of limiting
presumptions. These were:

a) No PVO can "inherit" the SSE loan fund as they are legally
barred from being involved in profit-making activities

b) The government of Senegal will not create a new
organization to take on the loan fund

¢) Therefore, only the banking system is left as an
alternative.

Members of the Management Unit visited the banking sector
With the Evaluation Team in June, and found that the banks’
reaction to the idea of eventually taking over the loan fund
was vpolitely but firmly negative, except in the cases of
SONABANQUE and CNCAS which, according to the evaluation
report, have poor or unproven track records.

By focusing on the banking sector certain other concepts were
built into the evaluation, such as the profitability of the
SSE unit as a key to fnstitutionalizatian, while it is clear
that private commercial banking institutions are simply not
interested. Despite the Evaluation Report’s selective
viewpoint and the limited scope of the recommendations we
feel it is important that tuo points be considered:

- The S5SE component is a pilot initiative in smal] business
lending which is achieving some success, perhaps largely
because of its unique structure and approach to lending.
This structure and approacn do not conform to that of any
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a number: of technical dQéFéngfJvféi{s frdh1Bbme‘offiée staff

- and.: other “important. types of home office support :(training.

“:materials research  and development as well as “technical

“research, for example) is one of the most important facets of
the - design. " Unfortunately, this seems to have been
overlooked, :

2) The Evaluation Repor{afstatement that the PVO Cdmpohent]\dfdj'

not ~seek more flexibility .in the criteria.early in project:
implementation due 'to the limited experience of  the PVO._
component manager is inaccurate and does not serve ‘to.clarify "
some of the basic challenges faced by the component since its .

inception:

= There are many more "players" in the field of donors to- .
PVOs. The '"niche" occupied by this component ‘was therefore.
seen, at the beginning of the project, to be considerably
narrow.  The. component manager did indeed make many and

various strong and well-studied requests for more

flexibility, only to see them rejected out of hand, or

drown in the reality of the policy environment pertaining
to PVOs and Village Organizations. (The Direct Assistance
Program is a most recent example.) :

- The PVO Component, contrary to an important statement made

in the evaluation report, has never functioned "more or

less independently since its inception.” It is the most
closely scrutinized, controlled, and restricted part of
this Project. '

- A further statement that the PVO staff now "has introduced
flexibility in the application of VO. project selection
criteria..." because of guidance nou provided by the
"current chief of party and the team effort of the MU" is
totally 1inaccurate. Any degree of flexibility allowed
in this area is due to two years of constant effort on the
part of the compaonent manager, backed by MU (including home
office) support.

3) A major flaw in the Evaluation pertains to the Team’s
understanding of the component’s objective. It is 'not, as
stated in the report, to "ensure that participating PVOs are
effective, lower cost, and more flexible providers of goods
and services to farmers than are local government
organizations." (Executive Summary: Key Findings. para.d4)

The component’s objective, 1in effect, 1is to strengthen
Village Organizations’ capabilities with respect to
selection and implementation of appropriate project activities to
resolve felt needs, identification of sources of technical
assistance and to increase their level of financial independence
through engaging in projects that are technically sound and
commercially profitable. The. "objective" stated in the Executive
Summary is, in fact, one of the hypotieses on which the project
was based. (please refer to project logframe.) Many faulty
conclusions follow this basic misunderstanding of the component’s
objective. These only tend to compound the many lesser errors,
which cumulatively have the effect of seriously limiting the



value of the recommendations concerning this component.

Management Issues

1) A number of statements are made in the body of the evaluation -
report in favor of communication between the two components,
"cross fertilization of ideas", ‘“creation of synergies" |, ‘and:
"establishing operational linkages" on one hand, while at L
the same time warning that "future SSE projects should be: :
entirely separate from the PVO Component" so as not 'to
jeopardize the SSE Component's "good chance of success. ' oL
The ideologically dual nature of the Community and Ente

rprise
Oevelopment Project can be one of the more complex aspects: .of
its design, and owes its origins to the fact that - this;
Project was, at one time, two separate projects that ' for
inhouse administrative policy reasons of USAID several = years:
ago were combined into a single intervention. ey
The staffs of the two Components do frequently interact,- to
the extent permitted by their Components’ widely divergent
objectives, restraints, and resources,- and will continue to
do so in ways that are of mutual benefit, much like the "line

of{ ces" in any multi-project organization. The Management .

Unit feels that to formalize this interaction any further

than is currently the case, or to stipulate specific areas L
for  '"operational linkage," etc, would serve to Jeopardize the =

sSucCCess of both components,- not only that of the SSE.

Component, wunless such a linkage were of inherent benefit to .-
both components. It is a fact that many villagers would like

to have loans to start wup or enlarge their private
businesses: a "' large percentage of SSE loans are for
businesces outside of Kaolack and Fatick. The existence of
VO members who would 1like a personal business loan should
therefore not reflect negatively on either component .- The
two exist for different purposes, and should be allowed ta
operate as such.

2) The Evaluation Team recommended that both the Direct

Assistance Program and the Business Creation Unit not be

initiated so as not to stretch Project resources too thinly.
However, neither activity would make use of resources already

being wused for Project activities. The Management Unit is
quite aware of 1its capabilities and constraints, and would
not initiate new activities,- it spite of their positive
effect,- at the expense of «core activities. A formal

agreement to fund the Direct Assistance Program, for example,
has been proposed by Equator Bank with funding from Peu
Trust.




October 21, 1987

TO: Bill Hammink 1 R ,

FROM: Bonnie Ricci, NTF and‘Janet Tuthil1. MSI

RE: Additional Comments on JUne."1987 Evaluatidn of Community

and Enterprise Development Project

Ue appreciate the opportunity to submit final comments on
the recent evaluation of our project to supplement those already
provided by Chief of Party Bert Laurent in his memo dated August
10, 1987, This memo wil) also update you on follow-through
already underway in several areas.

General
1., The evaluation Appendices included the origina) project

Logframes but ignored the draft revised Logframes that have been
under consideration by the Team and A.1.D. for some months. Ue

attach the revised versions, with the request that, subject to

A.J.D.’¢s concurrence, a PIL be drawn up and officially
incorporated as part of our Cooperative Agreement.

‘PV0O Component

1. The evaluation states that in order to carry out neuw
implementation requirements existing staff will need to be
trained or new staff hired. It’s important to remember that no
Ohe person can be all things to all people. The PVO Specialist
was selected based on his knouwledge of the Regions, Senegal, his
familiarity with the NGO community here, and his agricultural and
economics background. We stand behind our original decision.

It was always our intention te supplement on-staff capability
Wwith support from home office staff and consulting assaciates, as
We have done in the past. Prior to the evaluation we had begun
to pla~ a home office consultation for the PVO Specialist to work
through Issues and implications for the PVO component. The
timing was interrupted by the evaluation itself, but the State-
side consultation has now taken place and plans are in process on
a8 variety of implementation issues. In any case, the budget does
not support hiring neuw. full-time personnel and we belivve that
this is not necessary.

A major effort in re-defining the PVO institutional strategy
has bean underway since June and plans for the lact quarter of
this year include a targetted capacity building program for the 8
PV0e funded which rests op capability needed tu bolh pravide
services to VUs and successfully benelit from A.I.D. funding
during the 1ife of the project.

2, Tuo activities are already underway which respond Lo
gvalualtion recommendations. The first is the Village Education
Program which trains villagers in basic reading, writing, and
mathematical skills in order to effectively manage their guwn



projects. This is 3 year-long effort that ultimately contributes

to village autonomy. The second is credit training which will

begin in early December with a workshop geared {o assist FVOs

develop their credit management plans, with Management Unit
followur on an individual basis. We wil) use the talents  andg

respurces of the Management Unit, supplemented by an outside

consultant, Lo be identified. S ‘

SSE Component

1. In the context of loan portfolio profitability the
evaluation recommended increasing the size of the revolving loan
fund and recommended sn immediate transfer of funds from the PVO
component grant fund. Whethe: o1 noi this amount will actually
make the loan fund profitable is not clear tv us a: thi. moment .
We would like another opportiunity Lo look at the cruritabilitly
issue in connection with an Options Paper we intend to produce
early in 1988, uwhich is briefly discussed belou.

2. In the context of leaving the corpus of a revolving loan
fund intact at the project’s end, the evaluation recommended that
reflows not be used to fund project operations in the final years
of the project. However, the evaluation did not recommend how
the final years of the project were to be funded in this event.
NTF and MSI look to A.1.D. for guidance on this matier. We do
not see a way to substitute other project monies for the reflous
without seriously disabling other parts of the project. It would
appear. that we would need to begin using reflows arogund May,
1989.

3. The evaluation presented an optimistic picture of bank
interest in taking over the SSE credit ‘fund. The Management Unit
has not ruled the banks out, but is not as optimistic as the
evaluators. ~ We believe there are several promising options,
all of which need more study. We propose to develop an Options
Paper that wil) explore possible end-situations for {he SSE
credit fund, uwith an analysis of steps that would have to be
taken, administratively and policy wise, for each of the options
to be realized by PACD. We will share more ogn this with A.I.D.
as this idea develops.

4, Though Equator Foundation involvement did not work out
for the PVO Component’s proposed DAP, we suggest to you that
there is in all probability a role for Equator on the SSE gide.
Equator remains interesled in work in Senegal, and remains keenly
interested in building on our existing structure. Our plan is to
explore a shift of Equator interest from PVO to SSE o, for
example, augment the SSE )oan fund, or perhaps more innovatively,
to open a new "window" in the SSE  component for diversified
clientele (such as V0g and/or microvendars).

Training

1. The evaluation has misrepresented the credentials of the

2

o\



Training Specialist. In addition to previous work in ~disaster.

preparedness, she worked for three years as director of training
for a major U.S. PVO. A1l of her experience in thi's capacity was
in Francophone Africa, including Senegatl. ' o

Decentralization Tours

1+ To redress the situation of these tours having little
direct connection with the Community and Enterprise Developméﬂt}
Project, we urge A.I.D. to consider an official briefing by the-
Management Unit before tour participants depart for the U.S., and.
an official debriefing once participants have returned. There {g
a real missed opportunity here. Even as the tours. are in
development, the Management Unit might have some ideas,as:to_the{
types of activities which might be worth looking ‘at in the,<UJS;; 

in addition to what USDA might propose.

, Conglgsion
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