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SN M EVALI}ATION ABETRACT (do not oxceed the space provided)

The Project achieved important results through the creation of &three new 1ending

~offices ani en expansion of credit, training end technical assistance services
~provided: to micivocnbireprencurs. The evaluation stated that should vresen. lending

trends continue, the ‘volume of loans realized at the end of the project will be
signifirantly greater than, the targets set forth in the OPG proposal.. As of the
evaluatior cate, June 1986, Project activities generated considerable economic and
social be..e®its, involvirng the ecreation of 700 jobs and an increase in direct and
indirect value added of $3,780,000. The majority or benefits resulted from loans to
micro producers as opposed to micro retailers. The benefits of the DProject would

. have been greater if the proportion of 1loans to micro producers (industry) had been

greater since such loans generate more jobs and result in greater value added than
loans to micro retailers (ccmmerce), '

Notwithstanaing the foregoing, the evaluation pointed out major problems relating to
the financial feasibility of the Project due to high operating costs. The evaluation
stated that the organization’'s objective of self-sufficierncy would not be achieved
without both better expense management and a higher volume of operations.

Additionally, the PVO suffered from strong management defficiencies which resulted in
eicessive centralization of decision-making and less than adequate ianternal controls
and procedures. The evaluation identified corrective measures needed to improve the
efficiency and management of the organization.
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. EVALUATION COSTS ’
1. Evaluation Team
Name Mfiliation Contract Number OR Contract Cost QR Source of
TDY Ferson Days TDY Cost (USS$) Funds
Deloitte, Haskins
& Sells 25,000 PD&S
2. Mission/Qflice Professional 3. Borrower/Grantes Miofessional
Stafl Person-Days (estmate) 30 Stall Ferson-Days (astimate) 15
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‘Proposel.

" EVALUATION OF THE PROJECT IN RELATION TO
“THE ORIGINAL GOALS OF THE OPG PROPOSAL:

Purpoge - . , e . )

_The purpose .of .the evaluation was--to show the* current status of Lhe

project in terns of the original goals and objectives-included in the 0OPG

.

Period covered by the evaluation

The period cuvered by the evaluation is from October 1, 1984 to June 30,
1986 (equivalent to seven quar:ers). Although the agreement was signed
on July .32, 1984, it was concidered convenient to use October 1, 1984 as
the beginning date since ACP received the first advance payment from AID
in November 1984,

Sources of information

» Budgeted figures -- from statistical tables included in the OPG
propcsal.

. Actual figures - from irformation proviced by the executives of
each district office and the central office contained in the
following documents: ’

. Monthly reports of credits, beneficiaries and loans granted.

... Weekly requests for beneficiary checks.
.. Daily reports covering collections of receipt forms and notes.

Monthly reports covering the number of beneficiaries trained
and advisory visits made.

EXECUTIVE SUMMARY .

The Project 527-0274, OPG-ACF- Micro Enterprise Developmert, was
signed on July 31, 1984, Prior to the OPG, ACP had been working
only in Lima's southern cone. The purpose of the ODPG was to expand
credit and technical assistance opportunities for small scale
business persons in the pueblcs jovenes of Lima. This was to be
accomplished by permiting ACP to expand its operations through
creating three new branch offices in pueblos jovenes in the other
three cones of greater Lima. The ev:iuation noted that the three
new offices had been established and were fully operational, and
that these offices were providing such services as credit, training )
end advisory assistap e to micro enterprises. o

The Project generated considerable economic benefits., More than
700 jobs were created and the direct and indirect value. added
increased by U.S.$3,780,0C0, considering only. the effect of loans
to micro producers.
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Notwithstanding the foregoing, the anticipated growth in certain
~items and setvices was ‘below the targets included in the OPG.

Moreover, difficulties exist as to the financial feasibility of  the
Project - due to the high operating costs of the Institution in

relabion to- income and current levels of activity. Projections

show that unlgss measures recammended are adopteld, economic
self-sufficiency will be difficult to achieve.

In ‘addition, the administrative performance of the Institution is
an area of the project for which corrective measures are nceded to
improve the efficiency of the organization.

The summary of the project evaluation is as follows:

Growth .and Achievement in Relation to the
Goals of the OPG Proposal ’

The volume of loens to micro producers eand micro retailers,
neasured in constant intis, increased 6 and 4 times, respectively
since the initiation of the project. The establishement of the new
offices definitely contributed to this growth since they accounted
for 75% of the loans to micro retailers and 20% of the loans to
micro producers.

Nevertheless, the volume of loans to micro producers was less than
was anticipated in the OPG proposal by 20% and 95% .for the southern
office 'and new offices, respectively.. On the other hand, the
volume of loans to micro retailers surpassed the expectations in
"the OPG proposal by 579% and 126% in the southern office and new
offices, respectively. The average active portfolio -of -micro
retailer loans in 1985 and the first semester of 1986 surpassed the
targeted number by 610% and 936%. In addressing the probsable
causes, however, for the lack of achievement in terms of loans to
micro producers, the evaluation notes that the placement of thesc
loans commenced very late in February 1986,

It must be noted that the disproportionate channelling of loans to
micro vretailers 1in relation to micro producer 1loans raises
operating costs and may significantly. affect the economic
functioning of the Institution. Not only are loans to micro
retailers more costly to administer thansiloans to micro producers,
but the employment and value added impacts are less.

As to training, the evaluation indicated that the number of
individuals trained was in excess of the number in the OPG proposal
in the southern office by 26% but under projections in the new
offices by 60%.

It was also observed that: (a) the beneficiaries generally have not
applied the techniques disclosed in the courses and (b) the courses
of technical assistance in which the micro producers showed great
interest were not always given,

o
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As to advisory services, the number of visits made were less than
targeted in the OPG proposal by 17% and 95% in the southern office
and new offices, respectively; it was also noted that topics
covirad  Were lavgely general - in  nature or related to credit
services.

g 4

Cost and Financial Feasibility

Operating costs of the Iustitution are estimated at U.5.$268,000
annually.

The cost of credit services represents 2/3 of ACP's total costs.
The <costs of these servic2s, in the first semester of 1986,
expressed in terms of an effective annual percent, are as follows:

MpP MR

Southern Office .12 16
All offices 41 51

These rates indicate the interest cate points cthat must be used to

cover operating costs. It can be observed that the higher rates
-overall for ACP (all offices) are due to the low level of wolume at
the new offices. The financial feasibility of the project may

depend on ACP operating as an intermediary credit Institution, that
covers its credit/service operating costs with the margin resulting
from the difference in the interest rates ‘on loans and funds
obtained.

"According to the evaluation, ACP must: reduce operating costs by
becoming more efficient and realizing savings; increase the volume
of loans in the new offices to the level attained in the southern
office; and channel 90% of these funds to micro producers.

Additionally, the cost of training and advisory services represents
1/3 of the Institution's costs and do not generate any -income to
finance the costs; therefore measures must be taken to correct this
situation.

Economic Empact 1

A survey was made of 60 micre producers in order to measure the
economic effect of the Project. Micro retailers were not included
in the 1investigation. The fact that they were excluded, vyet
represent the largest number of loans disbursed, suggests that the
economic impucts of the project may be underestimated. It would
appear that this would be true even when considering that loans to
micro retailers create substantislly less employment and value
added than loans to micro producers,

According to the results of the survey, the DProject has generated
705 jobs. with micro produrers with a cost job of U.S8.,$1,390. This

cost is less than in AID's Urban Development Fund (FDU), where the

estimated cost per new job created is US$2,000,

-

o
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The fiva activities that' created 90% of the jobs were shoe making,

bakeries, dress making, knit 'goods and wood  carpentry.
- Approximately 70% of the funds loaned were for these activities.

The net inc eases in direct and indirect value added were
U.S.$1,600,000 and U.S$2,175,000, respectively. A comparison of
increases in direct and indirect value added for each dollar loaned
between ACP and the small industrial companies of FDU is as follows:

ACP Micro Producers FDU

(U.s.%)
Direct value added 1.80 1.50
Indirect value added 2.40 3.10

The comparison is favorable for micro producers with regard to
direct value added due to the greater use of labor. On the other
hand the comparison is favorable for USAID's Urban Development Fund
Credit Project (FDU) with regard to indirect value sadded which may
be explained by: (a) greater purchases and (b) a larger percentage
of sales through intermediaries in the case of FDU beneficiaries.

Administrative Performance

The evaluation observed the following weaknesses in the

organization, administrative procedures and compater systems:

Organization:
Excess centralization of functions in the Excutive Director.
Extensive committee meetings with many individuals in
attendance. :
Lack of a manual of organization and functions.

I'rocedures:

Lack of uniformity in the use of forms
Lack of a manual of standards and procedures
La;k of a good budgeting system and bud, 2t control

{
Computer System:

Deficiencies in organization and functioning
Insufficient equipment
Lack of control procedures

The recommendations directed to correct the weaknesses encountered
are as follows:

»  Implemeat an improved organizational structure establishing: (a)
managers with authority to handle functional areas and (b)
functional committees (planning, budget, etc.).

Rationalize administrative procedures and implement a system of
budgets and budget control.




Organize the electronic data processing area and contract a
- programmer/analyst for a gpecified period of time to develop the
© system,

Evaluation of Technical Assistance

4
Technical assistance was provided to ACD throvgh the advisory
services of Accion International (AITEC) , The TA produced
satisfactory guidance initially regarding the establisnment of new
offices, the creetion of the operating methods and procedures, the

training of the individuals in-charge of operations, and the
development of training services.

However, although included in the contract agreement with AcCDP,
AITEC did not participate in establishing .improved organizational
structures and accounting and administrative systems adequate for
the Institution. AITEC also did hot participate in the design of a
financial -'system for helping to  assure the long-term economic
feasibility of the program.

The lack of advise by AITEC in the areas mentioned above could be
attributed to (a) these matters being assumed by the Executive
Director, (b) the 1lack of detailed terms of reference Ffor the
technical assistance and (¢) the lack of a mechenism to ensure that
AITEC would participate in all areas of assistance and that AITEC
suggestions would be taken into account by ACD.

PAGE S|
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“ o Ko ATTACHMENTS (LIst attachmonts submitted with this Evaluation Sununary; always atiach copy of full
~.evaluation report,;oven !f one was submitied oatriler)

Evaluation Report

L. COMMENTS BY IISSION, AD/Y/ OFFICE AHD BORROWER/GRANTEE

The evaluation report was satisfactory. It identified clearly areas
needing improvement and made sound and specific recommendations for
future activities. Key recommendations relate to the establishment of
adequate internal controls and procedures, and measures. that must be
taken to improve ACP's financial self-sufficiency. Given the management
and administrative problems described in the evaluation, as well as weak
TA support from AITEC, continued AID support of the organization will
depend on AID's approval of a plan to be prepared by ACP, which addresses
these importent concerns.

9\
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XFCUTIVF bUMMARY

'Thc erJOCt 527- 0274,0PG-ACP~ - Micro Entnrprisc*bveTOQment,

:;S,gnea'rn,July 1984 for the extension of services by Accibn

Comunitaria del Peru {(ACP), has attain2d  importa.ct rosults:

“opermitting  the implementation of 3 new offices in "pueblos
~.Jbvenes" of Lima in additio:. to the office in the southern

czone which existea prior to initiating the Project and the
“increase in credit, training and adv1sory serv RCes to mxc 0
enterpriscs., '

Nevertheless, in -certain items of ‘services the growth

attained has been less than the goals estahlisbed in the

proposal presented by " ACP  as the ‘basis for ihe donation
request (OPG pronosal). :

The Project has also geperated considerable econumic
benefits, it being estimated that more than 78T jobs have
been created and the direct ard indirect walue added
increased by U.S5.83,780,000, considering only tite effect of
foaps to micro producers. ' ' :

Notwithstanding the foreg
Tinancial- Teasibility o
operating costs of the Instituticon in vrelation to income
and the current tevel ¢rv aztivity. Projectioncwsde permit.
it to be foreseen that should mecasures reccwipnded in. the
report not be adgopted, econcmic self-sufficiery will  be
difficult to achieve, - '

ocing, Gifficuities exirt as to the
f the Project due xv the high

On “the other hand, the admln strative perfornmance of the
Institution results also in a tedk point of the project for
which we believe <¢orrective measures to dwmprove the-
eff1 ciency of the organization should be taken. '

The summary of the Project ova]u&L1on as  to iis principal
aspects is as follows: ‘ '

Growth and Achievoment

L 4 Relation to the
Goals of the (PG Propos

in
al

The volume of loans to micro producers and micro retailers,
measured -in constant dintis, increased & cand 4 L*mes,
respectively, since the beginning or ‘the donatiomn.

The new offices definitely contributed” to the growth as
shown in the following partic’ .tions in the periods in
',which the off1ces made loans: :

.jMicro,,producers.'Of the total growth in constent intis of
216% occurring ia the first semester of 1986 with respect
to the previous year, -20% is due to  loans of the new
officod. : : i -




v, . ot . .
. - . 1 . ' ~

. Micro. retaiiers. 0f the total g¢rowth in cemstant intis
in 1985 (98%) and the first semester of 1986 (164%), 65%
and  76% are due to loans granted by the new offices.

Nevertheless, we must state that the volume of Toans to
micro producers were less than budgeted in the OPG proposal
by 20% and 95% for the southern office and new offices,

“respectively. In the same way, the average active
portfolio of micro producer loans of the first semester of
1986 was 74% less than budgeted. The volume .of loans to

micro retailers were in excess of thet budgeted in the GPG
proposal by 579% and 126% in the southern office and new
offices, respectively. The average active portfolio of
micro retailer loans in 1985 and the first semester of 1986
were in excess of the budget by 610% and 936%.

It must be noted that .the channelling of loans to micro
retailers in piace of micro producers raises the incidence
of operating costs to amounts loaned and may significantly
.affect the econowmic functioning of the Institution should
the mixture by type of loan not be controlled.

As to training, the evaluation indicated that the number of
individuals trained was in excess of the number in the 0PG
proposal in the southern office by 26% but urder-the budgex
- in the new offices by 60%. - : o

We also observed that: (a) the beneficiaries generally do
not apply the techniques disclosed in the courses and (b)
courses ,of technical assistance in which the wmicro
producers showed great interest were not given.

As to advisory services the number of visits made were Tess
than budgeted in the OPG proposal by 17% and ©95% in the
southern office and new offices, vrespectively; it also
being noted that topics covered were .laryely general in
nature or related to credit services. '

Cost and Financial Feasibility

Operating costs of the Institution are estimated at
U.S.8266,000 annually.

The cost of the head office represents 60% of the costs of

~the Institution; therefore any plan to reduce costs must be

initiated in that office. The principal cost,
classifications are: AITEC 35%, personnel expenses 29%,

professional fees 18% and depreciation 6%.



-« Fhe cost of. credit services represents 2/3 of the total ACP
- cost. The 1ncidence of the cost for this service, -in
accordance with the levels of activity attained in the
first semester of 1936, cexpressed in  terms of an effective

annual rate, is as follows: . !
NP MR
Southern office 12 167

ACP 41 - 51

“The effective cest rate indicates the percentage  points of
v the dnterest rate that must be destined to cover operating
costs; therefore, it can be observed that thewre is a high
incidence at the total institution 1level which dis due to
the Tow level of activity at the new offices.

Should all of the offices obtain the same volwume of loans
as the southern office obtained in the first semester of
1886 (U.S.$1,000,000) and should 90% of +the resources
available for 1loans be destined.to micro prowucers, the
.effective cost rate of the Institution would be 12%.

The. financial feasibility of the project must ¥ocus on ACP
operating as an intermediary credit Institution that covers
its credit service operating costs with the wmargin that
results from the difference in the interest rates on loans
granted and funds c¢btained; therefore, ACP must:

. Obtain funds in sufficiente quantities and with a
financial margin of 12%. .

. Achieve average levels of activity for ecachh office of
U.2.$1,000,000 of Toans granted each semester and channel
80% of the available credit funds to micro procucers.

. Reduce operating costs becoming more effficient and
realizing savings. :

The option of operating with funds obtained from donations
or with exceptional <conditiens to «constitute a fund for
loans, would not assure the continuing functioning because
the effective interest rates collected from chie borrowers
are negative which will result in the fund rapidly
- decapitalizing., Estimated calculations, considering annual
inflation between 60% and 70%, indicate that in 3 years the
value of the fund would tall between 40% and 50% from the
original value. e

The cost of training and advisory services reprasents 1/3
of the Institution's costs and do not generate practically
any income to finance the c¢hsts; therefore measuires must be
_taken to correct this situation. .
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Cconomic Empact

A survey was made of 60 micro producers that received their

first loans as Trom the date the Project began to measure

~the economic effect of the Project. Micro retailers were
excluded from the investigation due to their

_characteristics and magnitude being  such that their
participation 1in <c¢reating employment and increasing the
national value added is minimum. ' '

According to the results of the survey, the Project has
generated 705 Jjobs with micro producers with an incidence
of loans per job of U.5.51,390 which is favorabiy less tnan
in  the small manufacturing companies of AID‘s Fund for
Urban Development (FUD) which was calculated at U.$5.852,000.

The five activities that - created 90% of the jobs were shoe
making, bakeries, dress making, knit goods and wood
‘carpentry. 68% of the funds loaned were destinmed to these
.activities. -

The net increase in direct and indirect valwue added were
U.§.%1,600,000 and U.S.8$2,175,000, respectively. . The
comparisoa of the increases in direct and indirect value
added for each doliar loaned with those of 1he small
industrial companies of tne FLU 1s as foilows: .

Hicro _
Prodiucers FDU
' (U.5.5)
Direct value added ' 1.80 1.50
Indirect value added 2.40 3.10

The comparison 1is favorable for micro producers with regard
to direct value added due to the greater use of labor. On
the other hand the comparison 1is favorable for FDU with
regard to indirect value added which may be explained by:
{a) greater purchases and (b) a larger percentage of sales
through intermediaries, in the case of FDU beneficiaries.

Administrative Performance

e observed the following weaknesses 1in the organization,
administrative procedures and computer systems: : _
ety



© . ¢ Qrgarization: . o

. Excess centralization of functions in the Executive
Director. _ :

. Extensive committee meetings with many individuals in
attendance.

. Lack of a manual of organization and functions.

. Procedures:

. Additional administrative work

. Lack of uniformity in the use of forms.

. Lack of a manual of standards and procedures
. Lack of a good system of budgets and budget control

Computer System:

« Deficiencies in organization and funct70n1ng
. Insufficient equipment

. Lack of control procedures

The recommendations directed to- correct the weaknesses
-encountered are as follows: '

w Implement a new organization structure estabiishing: (&)
managers with authority +{o handle functional areas and
(b) functional committees (planning, Budget, etc.).

. Rationalize administrative procadures: and implement a
system of budgets and budget control.

. Organize - the electronic data processing area (EDP) and
contract a programmer analyst for a specified period of
time to develop the system. ,

. Increase the <capacity of the .computer equipment and
define the possibility of acquiring equipment compatible
with the rcquirements of the applications to be
developed. . A .

. Develop the following appiications: granting, control and
recovery of loans (due to the application 1im vuse being
deficient), accounting, payrolls, f{ixed assets, budget
control and financial reports.

Evaluation of Technical Assistance

The technical assistance comprising the advisory services
of Accion International (AITEC) and National Technical
Cooperation were as follows: i
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AITEC.~ Complicd satisfactory in advice regarding the
establishment of new offices, the establishment of the
operating methaods and  procedures and the training of the
individuals in-charge of operations and the development of
training services. :

AITEC did not participate 1in "establishing @ new organic
structure = -~ and accounting and administrative systems
adequate for the Institution. AITEC also did not
participate in the f{inance methodology nor in the design of
a  financial system - for the economic feasibility of the
progranm. , '

The Tack of advise by AITEC 1in the matters mentioned could
be attributed to (a) these matters being assumed by the
Executive Director, (b) +the lack of detailed reference
terms of the technical assistance and (c) tht lack of a
mechanism to ensure the pairticipation of AITEL in all areas -
of assistarice and that AITEC suggestions wau¥d be taken
into account by ACP.,

Mational Technical Coneration.- Consisted of tantracting 2
experts, one in  sysiems and the other in fimances. The
performance of both advisers was unsatisfactory ccmpared to
services sot forth in the 0PG proposal. o

e consider that the Project component 2of fechnical
assistance should be restructured as to its contents and
form, airecting it to the strengthening of the Instituticn
in ihe following: organization, accounting syztem, budget
and budget control and marketing advice. e agreement
with BID incltudes <contracting 3 experts in the areas of
finance, socioeconomic evaluation and systers analysis;
therefore, we do not vrecommend that these areas be
considered in the OPG agreement.

Prnjections and Final Recommendations

Should present trends be continuved, the projertions of the
volume of <credits at the end of the OPG Froject (II
semester of 1967) indicate that the average ameunt of loans
by semester for each office will be between U.S5.$600,000
and U.S5.$800,000.

These volumes are significantly greater tham those set
forth in the OPG proposal as of the end of the Project by
approximately 2 and 6 times the amounts budgeted for micro
producers and micro retailers, respectively. Nowever,
these projections do not ensure financial self sufficiency
because it is estimated that operating costs of the credic
activities will represent effective annual rates of between
16% and 22%. '
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Far ACP to become an economically feasible institution, it
must establish ihe following short term goals {2 ycars):

. Average amount of loans granted per semester of
U.S.$1,000,000 in zach office; that dis, ¥.5.$4,000,000

" for the Institution in total.

. Channel 90% of loan funds' to micro producers.

..0btain funds for loans of U.S$.$1,900,000 toiaintain the
‘active portfolio. . '

. Reduce the incidence of 'operaiing costs to an annual
effective rate of 12%.

. Cover training and advisory service costs by income from
these services. e :

These goals for 2 years surpass projected amornts for this

period by 22s which reduces the incidence 2f operating
costs of credit cctivities from 16% to 125 and those of
training and adviscry scorvices from 8. to 6%. This will
also generate greater economic benefits, estimating 900
more jobs tand 8 million more dollars of dirvect and indirect

value added than that projected.
The actions that we consider should .be taken o reach the
short-term goals and constitute a successfuil program arc
the following:

Economic Aspects

. Operate as an intermediary credit institution with a

financial margin that covers operating cgsts of the
credit service. The options considered to establish a
continuous flow of funds vYor loans are:

.. Create a credit line with the Central Reserve Bank
(BCR) to be used for granting loans to dhe " informal
sector at maximum interest rates with & financial
margin for acting as credit intermediary.

To complement the intermediary margin that might be
insufficient to <cover the operating costs of the
credit services, it is suggested that a "flat"
percentage on the amount loaned be <Tollected to
finance the operating costs of training and advisory
services and leave a surplus to cover part of the
costs of the credit service.



.« Deposits of private companies in the Institution to be
used in making loans to micro busincss persons.

.. Agrecements with banks or financial entities to operate
a line of credit for micro business persons, with a
financial margin for the Institution.

.- Increase . the 1level o¢f credit activity and channel
- resources to micro producers, through the following
measures: .

v+ Reduce the repayment period of first and second
credits to 4 and 5 months, respectively. i

.. Consider loans for specific 6ampaigns.
.+« Channel 90% of available resources to micre producers.

.. Increase amounts of individuel loans at the southern

- office which are at present lower thar amounts at
other offices.

.. Adjust cquarterly the Inti amount of lcans wranted.

.. Develop a marketing  program for promoiing credit
services tc micro producers. ‘

. Increcase funds for making loans to U.S.SI,QO0,0dO,
. Increase the income from courses given.

. Control the costs of the Institution.

. Improve the handling of the Institution's finances.

institutional Strengthening

The recommendations directed to consolidating the
organization of the Institution have been menticzned 1in the
Administrative Performance section of thiz .executive

summary.
Training and Advisory Services

An increased interrclation between the <courses and the
advisory visits should be strived for to ensuwe that the

administrative and production techniques taugiht 1in the
courses are applicable.

The actions recommended are:

.. Program technical courses for micro producers. On page
84 is a listing of such courses in which the
beneficiaries demonstrated intecrest.

- viii -
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. Prepare specific course applicaticns for administrative
techniques for activities such as: shoe making, bakery,
dressmaking, knitwear and wood carpentry.

"« Agree with educational entities, such as IDAMPEI -
SENATL, for giving courses wherein specialized assistance
is required. ~

. Evalue the application of courses during the advisory
visits. ~ ,

. Study the possibility of ~requiring the application of
determined administrative techmiques (accoanting, costs,
etc.) by micro producers of a certain size and amount of

~loan received.

. Prepare a training program and prepare periiodic reports
tn the progress and control of the program _

~Technical Assistance

The technical assistance component of the OPG Project
should be changed to cover the following matters:

« Organizational, To establish a new organizational
structure of the institution.

. Accounting system. To design an accouning system,
implement the systcm by EDP, rtocussing on alministration
and management.

. Budget and budget control,

. Marketing advice to promote credit servicis to micro
producers and promecte the training courses.

hs  the BID agreement contemplates the assistance of 3
experis in finances, socioeconomic evaluation and systems
analysis, the OPG project should not consider assistance in
these areas.

The way the assistance should be obtained iz contracting
specialists (firms or individvals) in each c¢ne of the
mentioned areas.
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1.1

EVALUATION OF THED PROJECT IN RELATION TO

JTHE ORIGINAL GOALS OF THE ORG PROPOSAL
Purpose
The purpocse of this evaluation is to show the current
status of the project in terms of achievements of the quan-
titative goals set forth in the OPG Proposal.
Period covered by the evaluation
The period covered by the evaluation is from October 1,
1984 to June 30, 1986 (equivalent to seven quarters).
Although the agreement wag& signed on July 31, 1984, it was
considered convenient to use -October 1, 1384 as the begin-
ning date, this date being between August 1984, the month
ACP started making disbursements and Novemher 1984 when ACP
received the first advance payment from AIl.
. Sources of information
For preparing the statistical tables which serve as the
‘basis for explaining numerical goals in terms of
achievement, the figures were obtained fram the following
sources-of informetion: .
. Budgeted figures - from statistical tables dincluded in
the OPG proposal, : :
Actual f{igures - from compiling invormaticn provided by
the executives of each zonal office and 1hie head office
contained in the following documents:
.. Monthly reports of credits, beneficiaries and loans
granted. - - '
.. Weekly requests for checks for beneficiaries.
.. Daily reports covering collections of receipt forms-
and notes.
.. Monthly reports covering the number o% beneficiaries
trained and advisory visits made.
CVALUATIOH OF GROWTH IN CREDIT SERVICES

The evaluation of the statictical figures covering the
number of credits and amount of loans granted is dirccted
towards determining the growth in ACP credit services to
micro producers and micro retailers due te AID financial
support for the expansion of activitices,



.- Although the period used for the evaluation =zovers from the

.fourth quarter of 1984 to the' sccond quartesr of 1986, it
was considered desirable to include statistical information
as from the first quarter of 1983 to obtain knowledge of
ACP's loan granting pract1ce prior to the <ommencement of
the project.

Micro producers

The following summary shows the number of credits and
amount of loans granted:

: Southern New Offices Total
Year Office (North, East and West]) Offices

Humber of credits:

1983 411 0 411

1984 450 0 450

1985 433 0 433

1986 (*) 337 58 395
'_Loans granted:

Intis (in thousands)

1983 4,082 0 4,082
19684 4,303 ‘ 0 : . 4,303
1G85 8.156 , 0 . "8,156
1986 (*) 9,612 ' 1,633 11,145
U.S. Dollers (in thousands)

1683 254 0 254
1984 253 0 " 253
1985 376 ' 0 376 .
1686 (*) 512 , 80 592

(*) First semester,

tic amounts shown 1in Intis correspond to amounts disbursed
by ACP adjusted to prices prevailing at June 30, 1986
based on the gerieral index of consumer prices for Metropol-
itan Lima. Under the current exchange contral system . the
dollar rate has not changed since August 19285; therefore

the comparison of amounts in constant Intis ¥s considered
nore appropr1atc as a measur1ng unit for wevaluating the
volume growth in credit services. " .

e D e



The figures' shown in the summary are indicative of the
growth in loans granted by ACP to microe producers,

a) In 1984 there was an increcase of 5% in loans granted in
constant Intis and 9% in number of credits compared to
the previous year.

b). In 1985 there was a significant increase of 90% in con-
stant Intis but a 4% decrease in the number of credits
compared to the previous year. The tatter is due to
that as from the third quarter of 1984 credits began to
be made to beneficiaries in.groups instead of ihdividual
1y as was the prior practice. ' '

c) In" the first semester of 1986 compared to the first
semester  of 1985, there is-a 216% increase in constant
Intis and an increase of 91% in the number of credits.

In 1686 the new offices began granting 1l1oans to micro
‘producers, The incidence of these lcans 1in comparison
to the first semester of 1985 was 45 and 28 percentage
~points in constant Intis and in the number of cre-
. dits, respectively. Conscequently, 20% of the first.
quarter of 1986 growth. in constant Intis and 31% of the
growth in the number of credits were due to 1oans
granted by the new offices.

Graphs 1.1 and 1.2 on-page 6 show the aforemer.tioned

‘growth treads.

In graph 1.2 it can Dbe noticed that the growth trend

begins at the start of the donation period (4th quarteir of
1984) and that the growth becomes more significant as from
the first quarter of 1986 when the new offices begin
granting ioans to micro producers.

The amount of loans granted during the first quarter of
1986 is 6 times the amount of the loans granted in the
semester prior to the beginning of the OPG project measured
in constant Intis.



Micro retailers

The  foYlowing summary shows the number of credits and
amount of loans granted: ‘ :

Southern ' New Offices Total
Year 0ffice (North, East and West) Offices

Number of credits:

1983 504 S . 504

1984 865 ' o - - 855
1985 1,672 - 887 . : 2,269
1986 (*) 1,139 70% 1,844

Loans granted:

Intis (in thousands)

1983 4,400 ' . 0 4,400
- 1584 _ 10,541 0 ‘ 10,541
1985 14,122 ' 6,734 : 20,856
1986 (*) 9,485 _ 10,409 19,894

U.S. Dollars (in thousands)

1983 272 B | 272

1984 631 . 0 - 631
1965 657 | 296 © 953

1986 (%) £95 549 1,044
(*) First semester.

The figures shown in che summary é&re indicative of the
increase by ACP in granting loans to micro retailers.

a) In 1984 there were significant increases of 139% in
constant Intis and 70% in the number of credits with
respect to the previous year.

b} In 1985 therec were increases of 98% im constant Intis
and 165% in the number of credits with respect to the
previcus year,

In 1985 the new northern office began granting loans to
micro retailers. The incidence of these loans in the
rate of growth were 64 and 70 perceniage points in
constant Intis and in the number of credits,
respectivel .. Consequently, 65% and &2% of the 1985
growth irn constant Intis and number of credits,

aspectively, were due to credits granted by the new

northern office.
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c* In  the first scmester of 1586 compared to the first
semester of 1985 there were increases of 164% 1in
constant Iantis and 124% in the number of credits
granted. The incidence of the loans to micro retailers
in the new offices compared to the first scmester of
1985 were 125 and 70 percentage points in constant Intis
and number of credits granted, respectively. Consequent

1y, 76% and 56% of the total growth during the first
semester of 1986 in constant Intis and number of crediz:s
granted respectively are due to loans granted by tne
new offices, ' o .

Graphs 1.3 and 1.4 on page 6 show the ‘menfioned growth
trends. . .

In the mentionec graphs it can be noted that the Juan
growth +trend increases at the beginning of the donation
pericd and that the growth is more significant as from 1985
when loans are granted. by the new offices."-

Schedules 1A and 1B contain the detail of the quantitative
figures which were used as the basis of the evaluation.
Schedule 1A shows the breakdewn by micro producers and -

.micro retailers,

Compariscn of volume of credit to
micro producers

and mwicro retai

Due to the loans to micro retailers being reimbursed in
‘eight weeks and loans to micro producers in six months, f{or

comparison purposes the figures corresponding to 1lcans
granted to micro retailers have been adjusted by means of
dividing them by 3.38 to make them equivalent tc the 6
month loans.,

The following table <contains columns of the adjusted

figures.
Southern Office New Offices - Total Offices
MR MR MR
Year MP (hdjusted) Mp o (Adjusted)  MP  (Adjusted)

Intis (in thousands)

1983 4,082 1,302 0 0 4,082 1,302
1984 4,303 3,119 0 0 4,303 3,119
1985 8,156 4,178 . 0 1,992 8,156 6,170
1986 - lst .
semester 9,612 2,806 1,533 3,080 11,145 57886

The figures shewn in the table indicate the following trend
in ACP regarding the placement of loans with micro produ-
cers and micro retailers:
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1.2

. In 1983 +the participation of loans granted to mfcro
producers was 76% of ‘the ‘total voluwe.

. In 1984 the participation cof loans granted to micro
producers decreased to 58% of the total.

. In 1985 the participation o7 loans agranted to micro
producers was 57%, practically the same as 1984, 1In this

. year the new northern office began granmting credits but
only " to micro retailers. If the loans granted by the
northern office are not considered, the participation of
micro producers is 66% of total loans. "

. In the first semester of 1986 participation of Tloans
granted to micro producers increased to §66%. The partic-
ipation of loans to micro producers at the southern
office and the new offices were 78% aad 33%, respec-
tively. ‘

The preceding indicates. that a defined poTicy of channel-

~ing loans to micro producers o1 micro vretailers in a

determined percentsge does not exist.

It - also may be observed that a rapid increzse in loans teo
micro retajlers can be obtained. The souteern coffice, fcr
example, after reducing in 1984 its percentage participa-
tion® of 1loan:g to micro retailers to 58% idncreased such
narticipation to 66% and 78% in 1585 and the 7irst semester

-of 1986, respectively.

Graphs 1.5 and 1.6 on page 9 show the plazement of loans
with micro producers and micro retailers. Figures corre-
sponding to loans to micro retailers have heen adjusted to
equivalent amounts for 6 month loans.

EVALUATION OF ACHIEVEMENTS IN RELATION TO TEE
QUANTITATIVE GOALS OF LOANS GRANTED

The purpose of the following tables comparing budgeted
goals with actua? figures is to evaluate the progress made
towards achieving the numerical reference points indiceted
in the OPG Proposal.
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~Micro producers

The fo]loﬁing summary shows hctual figures and budgeted
goals: "

"IV Quar. - Year - 1st Sem.
- 1984 _ 1985 1986 Toetal
Budg. Act. Budg. Act. Budg. Act. Budg. ACt

.~ NUMER OF . LOANS
First time credits:

Southern Office 108 34 420 104 - 210 117

735 25
New Offices 0 0 385 0 560 30 945 3
Total ' ' 105 34 805 104 770 147 1,080 28
Total credits:
Southern 0ffice 120 154 657 433 372 337 1,149 92
‘New Offices o .0 430 0 716 58 1,146 . b5
Total 120 154 1,087 433 1,088 395 2,295 JS]
U.S. DOLLARS (IN THOUSANDS) _
Loans 0 0 161 ¢ 304 80 166 g
Recoveries 0 0 57 .0 176 43 233 4.
.Differencc (1) 0 0 - 104 0 128 37 232 3

- e o= — - - o -

m=EEmES === sSSc===

sLaez== =

it

it

(1) Corresponds to the balance of principal to be recov-
ered, denominated "Valor del Fondo Crediticio" in the

OPG Precposai.

Amounts in U.S. Dollars do not include the southern office
because, 1in accordance with the OPFPG Proposal, funds exist
to cover the financial requirements of that office.

Regarding the number of loans, the table chows the follow-
ing: : C

a) At the southern offfce, actual figures are lower than
the goals for first time credits by 65%, and by 20% for
total credits granted. ' '

b) At the new offices, actual figures are lower than the
goals for first time credits by 97%, and by - 95% for
total credits granted.
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As fcr amounts in U.S. Dollars, for the total of the new
offices, 1loans granted and recoverics of capital are under
budget by 83% and 82%, respcctively. No loans were granted
nor were ~any recoveries of capital made by the new offices
during 1985, in which year operations should hkave commenced
in accordance with the OPG Proposal.

Grhbhs 1.7 and 1.8 on page 13 show the comparison between

 budgeted goals and actual figures indicating unfavorable

results in relation to the budget.

‘The foregoing could be due to the following:

. Detays by the new offices in placement of loans to micro
producers., Placement of these loans commenced only 1in
February 1:986.

. -Performance less effective than fofecastm

Furthermore, a comparison between actuai and budgeted
figures of portfolio rotation.at the new offices as of
December 31, 1985 and as of June 30, 1986, shows the follow

ing: ' ' - ’

- 4 12-31-85 06-30-86
Budgeted Actual Budgeted Actual

U.S. DOLLARS (IN THOUSAKDS)

Loans granted (a) 161 0 304 80
Averaje active ' _ .
portfolio (b) 57 0 116 22.5 (*)
Ratio (a/b) 2.8 0 2.6 3.6

(*) Includes interest.

The figures shown are the consequence of the matters onre-
viously commented on, that is: (a) during 1%85 no loans to
micro producers were granted and (b) duwing the first
semester of 1986 the volume of loans was 74% less than
budgeted.

Due to the foregoing, the averace active portfolio of - the
first semester of 1986 was 81% 1less than budget. The
ratio of loans granted over the active portfolio during
this period, on the other hand, 1is favorabile compared®to
the budget, 3.6 actual compared to 2.6 budgetied. '

Schedule 2A, "Comparative Table of Budgeterd vs. Actual
Loans Granted to Micro Producers", shows the detail of the
number and amount of loans granted by zonal @ffice and the
comparison with the budgeted figures set ferth in the OPG
Proposal. o

- 10 -



Micro-retailters:

t

The foi]ow%ﬁg suimmary shows the actual figures and budgeted

goals:
IV Quér. Year 1st Sem.
: 1984 1985 1986 Total
_ Budg. Act. Budg. Act. Budg. Act. Budg., Act.
" NUMBER OF LOANS

First time credits:
Southern Office 24 54 96 207 48. 119 168 380
New Offices 0 S0 96 197 144 119 240 316
Total 24 54 192 404 192 238 408 696
Total credits:
Southern Office 32 286 280 1,671 144 1,139 456 3,096
New Offices 0 0 240 597 336 705 576 1,302
Total 32 1286 520 2,208 480 1,844 1,032 4,368
U.S. DOLLARS (IN THOUSANDS)
Loans: |
Southern O0ffice 8 204 i04 657 54 495 167 1,356
New Offices 0 0 86 296 118 549 204 845
Total 9 204 190 853 172 1,044 371 2,201
Recoveries:
Southern Office 4 125 99 677 54 490 157 1,292
New Offices 0 0 76 222 98 487 174 709
Total 4 125 175 899 152 977 331 2,001
Difference (1) 5 79 15 54 20 67 40 200
{1) Corresponds to the balance -:of principal to be recov-

ered, denominated “"Valor del Fondo Crediticio" the
OPG Proposal.
* —
Regarding the number of loans, the table shows the follow-
ing:
a) In the southern office, actual figures are above the
goals for first time credits by 120% and by 579% of the
goal for total credits. y
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b) In the new offices actual figuresy are above the goals

for first time CFOd]t& by .32% and by 126% of the goals
for total credits.

The preceding indicates‘that ACP placed more credits with
micro retailers than with micro producers in relation to
budget goals. '

. Graphs 1.9 and 1.10 on page 13 show a - comparison between

budgeted goals and actual figures.

Furthermore, a <comparison of the budgeted and actual

rotation of the total portfolio for the four offices as of
Qecember 31, 1985 and as of June 30, 1986 shows the follow-
ing: : :
12-31-85 06-30-86
Budgeted Actual Budgeted Actual

U.S. DOLLARS (IN THOUSANDS)

Loans granted (a) 190 953 172 1,044
Average active : ' :
porfolio (b) 10 71 (*) Z5 259 (*)

Ratio (a/b) '19.4 13.4 _ 6.9 4.0

(*) Includes interest.

The figures shown confirm somewhat the npreceding
commeritary. During the 1985 period the volume of loans and
the active portfolio exceeded the budget by 401% and G1i0%,
respectively. In the first semester of 1986 the volume of
loans and the active portfolio exceeded the budget by 507%
and 936%, respectively.

The ratios of loans over active porifolio in 1985 and the
first semester of 1986 are 30% and 42% under budget, respec

tively.

Schedule 2B "Comparative Table of Budgeted Loans Granted
vs. Actual ~ Micro Retailers" shows a breakdown of the

. number and amount of loans granted per zonal office and the

1.3

comparison with figures budgefted in the OPG Proposal.

EVALUATION OF ACHIEVEMENT IN RELATION TO THE
TRAINING AND ADVISORY SERVICE GOALS ~

The purpose of the evaluation is to dectermine whether ACP's
role relating to training and advisory services for micro
producers attained the budgeted numerical goals established
in the OPG Proposal, as well as to determine the quality
level of the training courses and advisory visits. The
evaluation of the quality level of training and advisory

- 12 -
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services .are oriented towards determining whether the

~ objectives of thesc services have been covered, that is to

" elevate the technical level of the micro retailers in the
handing of their business with respeci to production, sel-
ling, costs, finances, administration, etc.

.....

The results of the survey involving 60 micro producers
concerning training and advisory services described under
Section 4.0 is reported in this section. :

The following table shows comparisons of budgeted goals vs.
actual figures relating to individuals trained and advisory
visits made: . _ ~ ' :

IV Sem. Year ¢ I Sem. '
, 1984 . 1985 1986 oo Total ...
Office Budg. Act. Budg. Act, Budg. Act. Gudg. Act., Variatic

COMPANIES TRAINED ‘
0 83 306 214 216 363 . 522 660

| 138

I 0 0 306 0 - 216 175 5272 175 (347)

1T 0 0 36 0 162 112 198 112 (86)"

v 0 0 36 - -0 162 107 198 107 (971 )
Total 0 83 684 214 756 757 1,440 1,054 (386)

ADVISORY VISITS

I 464 322 2,740 2,591 1,497 1,004 4,701 3,917 (784)
IT 0 0 1,378 0 1,388 4 2,760 4 (2,762)
IT1] : 0 0 55 0 706 204 761 204 (557)
iV 0 0 55 0 706 51 761 51 (710)

~ - - - = n e v - e e e = - o e om - ae . R - o ee a am R

Total 464" 322 4,228 2,591 4,297 1,263 8,989 4,176 (4,813)

P~ ===z =Esx== _—=s=x - =Es =T === sSE==s=E= ===z=2=5

Training

Budgeted figures are those established in the OPG Proposal
as "Companies Trained". It is not clearly defined in the
Proposal whether the following factors were taken into
account at the time of establishing the budget goals:

a) Period of duration of each couise.

b) Participation of the individuals, receiving training
in one or more training courses. iy

¢) Training courses given with or without cost to partici-
pants.

- 14 -




The analysis of the preced{ng table shows that actual train

** ing figures arc 27% less than the budget for total of - the

~ four offices., Analyzing the figures of each office, the
following is noted:

a) At the southern office actual figurcs exceed budget by
26% due mainly to the training courses given during the
fourth semester of 13984, which were not included in the
‘budget.

"b) At the new offices .actual figures are 60% under budget

on average due mainly to a delay in beginning- training

courses for micro producers. '

The results of the survey related to training showed the
following: '

Percentage of Replies

Southern Mew Total
., . Office Offices Offices
‘Attendance at training .
o courses
- Attended courses ' 34 36 35
- Did not attend 66 &4 | ' 65
Total o 100 100 100
Interest in technical '
courses .
- High .19 28 24
- Normal 59 50 55
- Low ' 13 4 8
- Prefer not to attend 9 18 13
Total 100 100 100

As can be noted €65% of persons surveyed did not attend the
training courses which expiains in part why the actual
figures are below the budget. The principal reasons given
for not attending the courses were lack of time and pro-
blems with time of courses and transportation. :

During the project evaluation period, ACP prepared several
courses comprising the following subjegts:~

Accournting (3 modules)

. Production cost (3 modules)

. Sales techniques (3 modules)

, Introduction to management (4 modules)
Human relations (2 modules)
Finances (2 modules)



These wmodules have heen claborated by ACP personnel
.. Considering -the average knowledge Tlevel of +the micro
~ producers. . - . oo ‘

A1l of these course modules have been given at Office 1
(Southern). At Offices III and IV (Last and West) only the
first modules relating to the introduction to management
and human relations have been given., These wer: given dur-
ing the period of the granting of the first time credits.
At office I1 (North) all modules relating to introduction
- to management and human relations have been given.

The training courses were given (a) :t the Southern Offices
by the instructor in charge of the training program, the
coordinator and the promoters, and (b) at the new offices

(North, East and West) by the coordinators and the promot-

ers of each of these offices.

In accordance with the findings of the visits carried out
in connection with the survey, the techmiques disclesed
during the courses génerally are not applied indicating
that the purpose of the training and advisory visits is not
being achieved. ‘

Also according to the results of the survevy relating to the

level of interest in technical assistance training courses,
we observe that 78% of the persons desire to attend the
courses, However, ACP has not implemented a program 7vor
the courses. . :

Advisory Services

We would like to point cut that the actual figures refer to
the "number of visits made by ACP promoters to individuals
receiving credit as indicated in the reports of each zonal
office.

The table on page 14 shows that the actual figures of

advisory visits are 54% under budget for the total of the
four offices. Analyzing the figures corresponding to each
office we observe the following:

a) At tne Southern Office, the actual figures are 17% under
budget. :

b) At the new offices, the actual.figures are under budget
by an average of 95%.



*
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The ‘results . of the survey relating to advisory services
. revealed the following: . : :

Percentage of Replies

Southern New Total
S Office Office Offices
Advisory visits
) \ ’
- Recceived visits . 41 46 43
. = Did not receive visits - 59 ’ 54 Y
Total 100 - . .. 100 100
Subjects Discussed
During Visits !
- Credit applications and A
verification 15 ' 15 15
- Orientation to handling _
of group credits . 54 70 62
-~ Administrative control of . o
the business Co 31 15 23
Total 100 100 100

- om e -— - - . e

As can be seen &7% of the individuals surveyed did not
receive advisory visits which explains why the actual
figures are less than budget.

Regarding the quality of the advisory visits we note fron
the survey results that the subjects dealt with related in
77% of the <cases to administrative handling of credit
services. We also observed that the advisory visits were
carried out without an organized plan which could result in
aspects on improving the managing of the business not being
dealt with during the visits.

In addition to the survey carried out, the coordinators of
each zonal office informed us that at prescnt advisory
activities are directed towards: (a) administrative han-
dling procedures relating to the granting and follow-up of
credits and (b) in a lesser degree to the use and handling
of notebooks for controlling the business.

In the OPG Proposal it was clearly stated that the method-
ology process of the advisory service was to dssure that
the retailer would prepare statistical data of his business
operations by means of control records and to later provide
him with advice involving the use of new techniques of
production, sales, costs, finance, etc. In global terms
these objetives are not being complied with.

- 17 -



14 CONCLUSION .
 Credits

The evaluation made to measure the credit service growth
revealed the following:

The growth in the placement of 1loans to micro
producers throughout the 1984-1986 por1od was as follows:

.. In 1984 there were increases of 5% in constant Intis
and 9% in the number of cred1ts compared to the pre-
vious year. :

.o In 1985 there was a-90% increase in canstant Intis'
and-a 4% decrecase in the number of credits compared to
the previous year.,

.. In the first semester of 1986 compdred to the first
semester of 1985 " there were increases of 216% in
constant Intis and 91% in the number of credits.

0f the total growth in constant Intis amd number of
credits in the first semester of 1986, 20% and 23!
respectively, were due to loans granted by the new
offices which initiated loan placements during this
period.

Graph 1.2 on page 6 shows the growth of Joans to micro
producers in constant Intis. It can be moted that the
growth tendency begins at the start- of the donation
period -~ IV quarter of 1984 - and the growth becomes nore
significant as from 1986 when the new offices begin to
grant loans to micro producers. :

In summary, the amount of loans, measured 1in constant

~Intis, has increased 6 times from the start of the dona-
tion per1od Nevertheless, the amount of Toans is less
than the goals established in the OPG Propasal as com-
mented on later on in this report. "

The growth trend 1in the placement of loeans to micro
retailers during the period 1984-1986 was as folliows

.. In 1984 there were increases of 139% in constant
Intis and 70% in the number of credits, compared to
the previous year,

LR

.. In 1985 there were increases of 98% 1in constant
Intis and 165% in the number of credits, compared to
the previous ycar.

- 18 -



‘0f the. total growth in constant Intis and number of
credits in 1985, 65% and 42%, vre‘pectively, were due
to loans granted'by the new office in the northern
zone.

. In the first semester of 1986 compared to the first
semester of 1985 there were increases of 164% in-
constant Intis and 124% in number of credits. :

0f the total growth in cbnstant Intis and number of
credits in 1986, 76% and 56% respectlve]y, were due to
Toans granted by the new offices.

Graphs 1.3 and 1.4 on page 6 show the growth of loans to
micro retailers. An _increased growth trend can be
noted from the beginning of the donatian period with a
significantly 1increased growth trend as from 1985 with
the loans granted by the new offices,.

In summary, the amount of loans measutred in constant
Intis has increased ' 4 times from the bsginning of ’'the
donation period and has surpassed the gezals of the O0OPG
Proposal as commented on later on in this report.

The <ccmparison of the volume of credits to micro pro-
ducers and micro retailers indicates thai the participa-
tion of the micro producers in 1983, 1984, 1985 and the
first semester of 1986 in the total volume of ocperations
was 70%, b8%, L7% and 66%, respectiveiy. In 1985 com-
pared 1o 1884, +{the percentage decreased due td tha

during this period loans were placed orly with micro
retaiters at the northern office. Excluding the northern
office, participation of lcans to micro producers was 6€%
in 19865, ' '

In the first semester of 1986, the participaticn of loans
to micro producers at the southern and rew offices was
78% and 33%, respectively.

The preceding indicates that a defined policy to channel
an established percentage of the funds te® micro produ-
cers and micro rctailers does not exist; notwithstanding
that the yield and capital requirements are affected
according to the participation assigned to each type of
loan. ‘ .

A]so,'from the performance of thé southerm office it can
be seen that it is possible to obtain high percentages of
participation in Toans to micro producers. e

The results of the evaluation made to measure the progress
towards achieving the numerical reference points set forth
in the OPG Proposal reveaied the following:



0. Actual figures of the number of credits granted to micro

“« - producers -are under budget 20% at the southern office
and 95% at the new offices. As to loans granted and
capital recoveries (U.S. Dollars), the percentages are

83% and 82% under budget, respectively, at the new:
offices. This comparison demonstrates that ACP is not
meeting the budgeted volume of loans to micro
praducers, which cou®d result in sufficient funds not

. being available, thereby obliging ACP to turn to other

. sources for financing its operations.

The actual volume of loans granted and of the active
portfolio for the first semester of 1986 compared to the
budget are 74% and 81% _under budget, respectively. The
ratio of 1loans to tue-active portfolio for the first
semester of 1986 compared. to budget s, however,”
favorably greater.

. Actual micro vretailer figures as to- the number of
credits granted ardé ‘over budget 579% at the southern
office and 126% &t the new offices. The amounts c¢f loanc
granted and recoveries of capital (U.S. Doilars) are over
budget by 711% and 723%, vrespactively, at the southern
office and by 314% and 307%, respectiveiy at the acu
offices. This.comparison demonstrates that ACP is meking
loans - to micro retailers in volumes greater than those
budgeted which may result in costs relating to handling
of micro retailer credits becoming very nigh and thereby
resuiting in lack of necessary funds and thus obliging
ACP to turn to other sources for {inancing its
operations. During 1985 and the first semester of 1986
the ~actual volume of loans grarted was greater than
budget by 401% and 610%, respectively, and the active
portfolio was greater than budget by £2/% and 936%,
respectively. The ratio of loans ito the active portfolio
in the first semester of 1986 is, however, 1less than
budget. "

Training and Advisory Services

The results of the evaluation made to mcasure the achieve-
ment of numerical goals relating to training and adviso-
ry services and to the quality Jlevel of the “raining
courses and advisory visits indicated the following:

Training:

. Actual figures exceeded budgeted goals by 26% at .  the
southern office and were under budget by 60% at the new

offices.

The latter is due principally to no loans being granted
to micro producers in the new offices during 1985 and,
consequently, training courses were not carried out in
these offices during 1985. -

-
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The wmicro produccers receiving training since the "proj ect
began total 1,054 of which 63% correspond to the southern
'office and 37% to the new offices. ,

. The results of the survey revealed non-attendance at the
courses of 65%. The reasons most frequently given for
non-attendance of the courses were lack of time, problems
with the time of the courses and problems with transporta
tion., It was also noted that the techniques taught in

the <course were generally not applied which evidences
limited attainment of training and advisory ~visit
objectives. The survey also indicated @ 78% preference

for technical courses to be given. These courses are not
programmned by ACP. ‘

.

. During the period under evaluation the courses were
given by ACP permanent personnel, including the
instructor in charge of the training program,
coordinators and promoters. This could be Tlimiting the
topics end efficiency of training services.

Advisory Services:

" . The number of advisory visits made were 17% below budget

-at the southern office and 95% below at the new offices

. The survey indicated that 57% of the business men re-
ceiving credits did not receive advisory visits., It also
indicated that 69% of the advisory visits of the southern
office and §&5% at the new offices dealt with subjects
related to the service of credits. Only in 31% of the
visits in the southern office and 15% in the new offices
was - the subject of control of the business as covered in
the training courses dealt with.

The advisory visits are carried out without a structured
plan directed towards the development of the visits and
the reduction of time in topics other than management.

. The advisory wvisits do not include technical subjects
mainly due to the visits being made by thz promoters of
each office who are not prenmared for providing such
assistance. :
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OPERATING COSTS AND COST OF STRVICES

The purpose of this Jectwon is 15 estimate the incidence of

. ACP's operat1ng costs in crLd1t training and advisory

2.1

services, in order to determine what portion of these costs
is recovered through service prices.

Operating costs include direct costs of the zonal offices

_and the genera] administrative expenses of the hcad offwcen

The actua] cost of services has been calculaied based on an
estimate of expenses during the first semester of:. 1986 and
related to the activity levels during th1s period.

[

METHOD OF COMPUTING COSTS

The procedures followed for determ1n1ng the incidence of
operating costs in the‘serv1ces is as fcllows:

a) An estimate was made of operating costs of zonal officés
and the head office for the first semester of 1986.

Because the accounting records were nct up to datc,
operating costs were estimated as follows:

Disbursements during-the first semester of 1986 were
classified based on supporting source documents.

. Comparison with expenses recorded for 1985 which were
converted to U.S. Dollars using. average rates of
exchange for the periods involved,

. Adjustment of figures resulting from the classifica-
tion of disbursements for the first semester of 1586,
for the purpose ofF 1nc1ud1ng AITEC asswstance costs,
deprec1at1on praovisions and other items not inc]uded
in the documents classified.

Schedule No. 3 contains the estimated operating costs
for the first semester of 1986 by office.

b) An estimate of the time dedicated to each service.

The time dedicated by personnel of the zomal offices to
each- of the services: credics, trainimg and advisory
visits were estimated by means of interviews with the
coordinators of the southern and northern offices.

Schedule No. 4 contains the estimated percentages of
time allocated to each service by zonal office
personnel.



w= C) Distribution of opcrating‘cqsts to services.

For * distributing operating costs to <each of the
services, costs have been deteérmmined as foilows:

. Zonal office personnel expenses have been allocated
according to the percentage of time dedicated to each
“service.

. Other zonal office operating costs have been allocated
accoraing to the percentage of zonal off1ce persannel
expenses for each service,

. Head office personne1 expenses d1rect?y related to
’ trulnwng activities were assigned to training services
4n equal parts to each zonal office.

. Other head office expenses were allocated as follows:
(a) 25% to each zonal office and (b) distribution to
each service according to the percentage of zonal
office personnei expenses in each service,

.Schedule No. 5 <contains the table of distribution of
operating cecsts for the first semester ¢f 1986 resulting
" from the aforementioned distribution procedure.
d) Estimate of service costs.
Service <costs haVc oeén éftimated' reiating operating
costs to the current levels of activity.
2.2 RESULTS OF THE DETERMINATION OF OPERATING COSTS
2.2.1 OPERATING COSTS - FIRST SEMESTER 1986
Table 2.1 con the following page contains the summary
of current operating costs that for omz semester are
estimated at U.S. $134,400, that is, $22,4030 per
month. '

Distribution for each service 1is therefore as

follows:
Semester Honth %
U.S. §7§
Credit 91,300 15,200 68
Training 24,700 4,100 Tl
Advisory visits 18,400 3,100 14
134,400 22,400 100

T e mem e e = o - s
= ] R ===
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It is noted that '2/3 'of the ACP cost is alloc- ~d to
the service of credits. The costs relat - to
training and advisory visits ~correspond { the
proportion of the resources of the Institution that
. 1S channelled towards, or should be channelled
~towards, the development of these services.

The distribution of the costs of the offices is as
follows: : . ‘ ,

Semester Month %
South ! 16,300 2,700 12
North . . 15.300 2,600 12
East ’ 9,700 1,600 7
West 12,400 2,100 9
Sub total ! ‘ 53,700 9,000 40
Head Office ‘ 80,700 13,400 60

. Total 134,400 22,400 100

A~ significant part of the institution's total
- operating costs consists of the head office costs,
Expense classifications of the head office which make
up nearly 90% of that office's operating costs are:
(a) personnel expenses 29%, (b) prefessional fees
18%, (c) AITEC 35% and (d) depreciatioan 6%.

The comparison of direct monthly costs of each zonal
office with its respective monthly average activity
as measured by the number of loans granted 1is as
follows: :

Direct Costs Credits

U.S.$ % No. %
South 2,700 3D 246 64
North 2.600 26 . 114 30
East 1,600 18 7 2
West ‘ 2,100 23 15 4
Total - 9,000 100 382 100

> s o we - - - — - - - e
==~ -1 === S =

®

The new offices are working at low levels c¢f actfvity
which is explained by the short time they have been
operating.
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"*To achicve the same level of results as the southern

office -~ (costs vs. number of credits) which began
operating in November 1982, the north, east and west
offices would have to increase theivr operations 2,
19 and 12 times their current volumes, respectively.

:The monthly direct and distributed costs of the zonal

offices are as follows:

Direct Distributed _

Costs Costs Total %
South . 2,700 3,350 . 6,050 27
North 2,600 3,350 5,950 27
East 1,600 3,350 4,950 22
West ., 2,100 3,350 5,450 24
‘Total 9,000 13,400 22,400 100

INCIDENCE OF OPERATING COSTS IN THE SERYICES

Operating ccsts of -administering the credits

Operating costs corresponding to the administering of
credits were estimated at approximately U.5.$91,300
for the firs semester of 1986, that is, a monthly

" average of U.5.515,200.

The activity level of loans granted during the first

‘semester of 1986 was as follows:

No.of Average
Loans Loans Loan
(UT.S.35) (U.S.§)
MP (Micro producers) 592,000 385 1,500
MR (Micro retailers) 1'044,000 1,844 566
Total 1'636,000 2,239

moEsDERESs S ===

The incidence of operating costs to the total of
loans is an average of 5.6%. '

The following two factors have been analyzed to
determine the incidence of operating costs for each
type of loan =~ micro producers [MP) and micro
retailers (MR): -

- 26 ~



. Adjusting the loans to micro rctailers to make them
equivalent to thne loans to micro producers

“considering the Toans to micro retailers are repaid
in 8 weeks while loans to micro producers arc
repaid in 6 months. '

Schedule  G6A "contains the computation of the
incidence of the operating costs by type of loan,
taking into consideration the compensation for
different repayment periods, resulting 1in a
“relation of operating expenses to loans for micro
producers and micro retailers of 10.1% and 3.0%,
respectively. :

. Cost difference of activities that can be identi-
fied for cach type of loan. Costs corresponding to,

“making loans to micro producers and to micro
retailers in equal amounts and periods of time have
been compared to determine the cost difference.

Schedule 6B contains the detailed estimates of time
and costs of those tasks or activities directly
required for making loans to micro producers and to

micro retailers,. This schedule compares the
operating costs of: (a) 2 1loans to micre
_ producers with (b) 15 loans to micro retailers,
Both operations - a and b - are equivalent in

terims of amount and period of credit.

According to Schedule Ho. 6B, estimated operating
costs directly related to the handling of 1 loan to
a micro producer totals U.S.$8 which corresponds to
7.5 1loans to micro retailers with costs amounting
to U.S$.$22. The <cost difference represents an
amount aproximately 1% to 1.2% over the average
amocunt of the loan.

The previously noted relation of operating expenses

to loans for micro producers of 10.1% and for micro
retailers of 3.0% have been corrected to 9.4% and
3.5%, vrespectively, to consider the factor noted in
the preceding factor. '

The effective annual rates corresponding to the
incidence percentages (effective cost rates) are-41%
and 51% for micro producers and micro retailers,
respectively.

w N



bascd on 15 participants per course. This cost docs
not -include fees that must be paid to instructors
contracted cspecially for specific courses.

According to the OPG Proposal,  the training cost per
participant was .cstimated at U.S.$356 - only
considering training personnel cxpenses =-. It was
also expected that the following income would be
received:

Participants

Year Training Value Trained Total

. — (T.5%)
1 10,00 396 3,960
2 17.50 1,476 25,830
3 25.00 .. 1,728 43,200

Comparatively, in the first semester of 1986 only
U.S.$383 was collected in total from-273 participants
who attended non-gratis courses, that is, an average
fee of U.S.$1.40 per participant. '

Operating costs of advisory visits

The operating costs of advisory visits were estimatced
at U.S.818,400 for the first semester of 19806,
During this period approximately 4,200 visits were
made resulting in a cost of U,S.$4.40 per visit..

No income was generated by the advisory services.
According tc the OPG Proposal, the collection of a
fee established at U.S.$3.50 per advisory visit was
considered.

Should the situation relating to cbtaining income for
training and advisory services not be <changed, the
larger part of operating costs for these services
will have to be covered by income cobtained for loans,
thercby making 1t more difficult to achieve self-
sufficiency. As training and advisory c¢osts are
equivalent to 50% of the «credit service costs, the
effective rate of cost increases significantiy to
cover the total costs of the institution.

2.3 CONCLUSION

The <calculation of the estimated operating costs
indicate the following:

. Operating costs of the institution are cestimated at
U.S.$22,400 per month or U.S5.8$268,800 per year.
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.Costs . of the head office represent 60% of the total

. costs. The classifications representing 90% or the

operating costs of this office are: personncl
expenses, 29%; professional fees, 18%; AITEC, 35% and
depreciation, 6%. Consequently, the <costs of the
head office must be reduced to reduce their high
incidence in total operating costs.

The direct and allocated monthly costs of the zonal

offices vary between U.S.$5,000 and U.5.$6,000 per

.office.

Monthly operating costs attributab]e to each service
is estimated as follows: creait U.S.$15,200;

. training U.S.$4,100, and advisory visits U.S5.$3,100.

As can be seen, 2/3 of ACP costs correspond to the
cost of providing credits and 1/3 to providing
training and advisory services.

The inciderce of eperating costs in administering the
credits in accordance with the levels of activity
attained in the first semester of 1966 in terms of an

effective annual (%) rate (effective cost rate) is as

follows:
Effective
Cost Rate
MR HR
Southern | 12 16
Northern 556 67
ACP (4 offices) 41 51

The effective cost rate indicate <t1he percentage
points of the interest rate (40%) that must be
destined to cover operating costs.

It can be observed that the operating costs to
service the credits are relatively high; therefore:

a) The southern office should increase its level of
activities without proportionately increasing its
operating costs.

Thus, if the southern office increases its present
level of activity by 20% - U.$.$1'000,000 in the
first semester of 1986 - without increasing 1its
operating costs, the incidence of the operating
costs in terms of effective annual rate world
decrease to 10% and 14% for microe producers and
micro retailers, respectively. .

- 30 -



b) The - northern woffice and the eastern and western

offices must attain adequate volumes of credit
operations, similar to that of the southern
office, which would -reduce the incidence of
operating costs to a fraction of the vrate of

" interest that is being collected foer the 1loans.
Until these offices reach adeqeate 1levels of
~activity it is essential that domations finance’
their operations.

c) A larger amount of the available resources must be

channelled to loans to micro producers,

The operating costs -of training in the first semester

of 1986 resulted in U.S5.$218 per course and U.S.S$15

per participant, considiring 156 participants per
course. Income obtained for this service 1in the
mentionec semester was oniy U.S.$383, that is, 2% of
the estimated operating costs attributed to training.

The ocperating costs of the adviscry vwisits carricd
out in the first semester of 1986 were U.S.$4.40 per
visit. No income was generated by these services.

Should the total of the operating costs of training
and advisory services not be covered by fees for
such services, the difference would have to bhe
covered by ihe interest collected on loans making 1%
more difficuilt to achieve finrancial self-sufficiency.
As costs of training and advisory services are
equivalent to 50% of the cosis of servicing credits,
the effective cost rate increases significantly
considering the total costs of the institution.
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’3.0 FINAHCIAL EVALUATION

[ 4

s
v

3.

1

The purposc of this sect1on 1s tc evaluate the performance
and - financial perspective of the institution in order to
determine the possibilities of ACP continuimg to function
when donetions are no longer receivea te support its
operations.

The following are ana]vzed in this section to accomplish
the preceding evaluation:

a) The statement of revenues -and expemses of the
institution, ~comparing figures originally budgeted 1in
the OPG Proposal with actual figures.

b) The present sources of funds for granting credits and
the financial management of these sources.

¢) The financial feasibility of the project based on future

expectations of the.levels of activity of the services.

REVENUES AND EXPENSES OF THE INSTITUTION

.The following table shows a comparison of budgeted and

actual figurcs of the institution's revenues and operating
costs.

U.S. DOLLARS (IN THOUSANDS)

Year 1985 . 1st. Sem 1986
Budg. Act. Budg. Act.
Revenues:
Financial margin 34 - i03 32 25
Training 10 4 14 0
Advisory visits 14 3 16 0
Total income ~ 58 110 62 25
Operating expenses 188 219 127 134
Deficit (130} (109) (65) (109)

e o= e —— e = e
- o= - = e~ -_——- b —

The actual financial margin corresponds to the amount of
interest collected on loans to micro producers and to micro
retailers less financial expenses (interest on overdrafts
and commissions on loans). -

The ‘budgeted financial margin is that established in the
0PG Proposal under the heading “"Revenues" which was
computed by applyinyg a percentage factor to the total



_amounts loaned - 5% for micro producers and 3.75% for micro

retajlers -. Although it is not clearly defined in the OPG
Proposal, it is assumed that these income components were
computed after deducting financial expenses related to
obtaining funds for granting the loans.

The percentage relationship existing between financial
expenses and interest income is as follows:

~Year. lst. Sem.
1985 1986
Southern office - 41.5 . 83.1
Northern office 103.9 28.4
Eastern office ‘ -- 1.4
. Western office i - 36.4

Average 47,2 ~67.9

- e e . - - -

Qut of the total financial expenses, 90% corresponds to-
interest on an overdraft line with the Banco Wiesse.

Training income ccrresponds to amounts colltected fron
individuals attendirg ccurses. The following summary shows
a comparison between the total of individuals trained and
those paying for the courses:

Total Attendance Paid - %
Year MP MR Total Attendance Paid
1985 . 2,591 2,603 5,194 468 9
1986 (1lst. '
Semester) 1,263 1,241 2,504 313 12
Total 3,854 3,844 7,698 781 10

v an e - - e es W e o e = - . e - -

The table shows that an average of only 10% of the
individuals who attended training courses paid for the
course. - If cveryone who attended the courses-weuld have
paid the average course price applicable to paid courses,
then the proposed targets would have been readily
surpassed. Consequently, it 1is necessary to improve,
promote and demonstrate the usefulness of the courses to
progressively increase income from training services.

Advisory visit income was budgeted in the OPG Proposal
considering fees of U.S.$3.50 per visit made. During the
period under evaluation, ACP only received U.S.$3,200
- August to December 1885 - for advisory services which was
collected as commission for the granting of toans.

.
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3.2

A comparison of drtua]"fjgures with those budgeted

1nd1cates the foi]ow1ng

. fhe actual financial margin dur1nq 1985 was 203% over
budget and for the first semester of 1986 it was 22%
under budget. -

. Actual training income during 1985 was 60% under budget.
During the first semester of 1986, training income was
‘Tess than cone thousand dollars. o '

. Actual advisory services irncome during 19285 was '79% under
budget. There was no income for adv1sory services during
the first semester of 1986.

. Actual - operating 'expenses during 1985 and during the
first semester of 1986 were over budget &y 16% and 6%,
respectively.

. The actual deficit du}ing 1685 was 16%‘1@wer than budget
forecast. During the first semester of 1286 the actual
deficit was 75% over budget.

SOURCES OF FUKNDS FOR GRA&TING LOANS

ACP  hkas entered into agreements with the Interamerican
Develcepment Bank (BID) and with the Inter-zmerican - Foun-

. dation (IAF) for oblaining funds for granting loans.

These agrecments include: (a) a component for granting
credits and (b) a <compcnent for strenghtening the
institution in the case of BID and for trainiang in the case
of IAF. The amounts and purposes of the credit components
of the agreements are as follows:

Amount Purpose of the Credit
- BID lst.Agreement U.s.$ 500,000 MP - me&rginal zone
: of Lima
- BID 2nd.Agreement Sw.Fr.1'304,000 MP and iR - Northern
. zone :
- IAF U.S. % 361,650 MP and MR - Eastern

and ¥estern zones

The following table contains the principal rtharacteristics
of the agreements; it does not contain the agreements
entered into with AID and with Private Agencies
Collaborating Together Inc. (PACT), which exclusively
finance operations, this latter in force untii December 31,
1985.
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INTER AMERICAN

BID

- SUMMARY TABLE OF AGREEMENTS: THAT' PROVIDE FURDS FOR CRIEDITS

BID
1st. Agreement
(8P/SF-82-PE)

in the northern zone.

- and west zones.

May 1982

Sub Prog.A: Nov,1984
Sub Prog.B: 18 months

Credit Concess. 500,000
{Sub Prog.Aj
Inst.Strensching 50,060
(Sub Prog.B)

TOTAL 550, G0

. Credits for MP, marpginal
aveas of Lima

Contracting Consulting

services fov (o) ralaivs
ACP's operaviag and aa-
ministrative capacity,

(b) promote training i
Business Administration
for MR and (¢) produc-

tionmethods for MR,

Sub program A:

1% per year
from BID's last dis- -
bursement;

20 scmesters

Commission:

-~
&N

Term:

Sub Program B:
Donation

3% Financial Institution
5% ACP

Balance: Capitalization
and uncoliectibles - 24 -

FCUNDATION 2nd. Agreemont
(ruU-238) (6P/8D-85-04-PF)
DATE September 1985 October 1585
TERM 0ct.85 ~ Sept.87 24 months
AMOUNT Uu.s.$ Sw.¥r.
Rotat.Loan Fund 361,650 Credit Concess. 1'304,000
Pers.training ' (Sub Prog. A)
Exchange Progr. 45,000 Inst.“trengthing 214,000
Auditing 5,000 (Sub Prog.B) '
TOTAL 411,650 TOTAL 1'518,000
PURPOSE . Offices 3 and 4 credits ‘., Northern zone credits (%),
for next 2 years for MP ipcluding east and west,
and MR MP and MR
. Personnecl training -cred. . Contracting'individual
superv.operat.comput, and Consultants (3) - finance,
adm. of votat.funds-and social—economic evalua-
intefchange of personnel tion and systems analysis
with organizations of other ~ equipmert and naterials
countries for training;.and a ve-
' hicle
" CONDITIONS Donation Sub program A:
" Commission: 1% per year
as from BID's last disburse
ment;
Term: 30 semesters
Sub program B:
Donation
APPLICATION 157 operating costs
OF THE Balance: Capitalization
INTEREST and uncollectables ~ 2%
DIFFERENTIAL balance of portfolio
“?S
(*). In accordance with the contract, the objecct is to concede credilt:s to micro businesses

In accordance with BID officials the area also covers the east




-H'Cost*gf Funds

The cost of the funds relating to the credit components is
as follows: : : ,

a) BID - 1st. and 2nd. Agreement: The BID loans and their
- repayments are in local currency and carn a 1%
.commission as from the last BID disbursement. The first
- and .second agreements are to be repaid in 20 and 30

semesters, respectively. : ' :

b) IAF: donation.

_ACP also has available a current account credit line at the
Banco Wiese which currently bears an annual effective
interest of 40%, the Bank being able to adjust the rate of
interest 1in accordance with modifications made by the -
Cen--al Bank ({BCR}. The Executive Director of ACP has
informed wus of the intention of the Wiése Bank to make
donations equivalent to 8 points of the aanual effective
“interest to compensate credit activity costs of the
institution.

Control and handling of finances

Funds . received under _the agreements are controlled as
indicated below: -

. BID - 1lst. Agrecment
2 bank accounts in the Wiesec Bank are useds

- Account No. 067-4923 in which funds received from BID
have been deposited and in which loan recoveries are
deposited.

- Account No. 067-5040 in which debtzr balances of
account 067-4923 are transferred and wrich serves for
the disbursement of loans by ACP.

. BID - 2nd., Agrecement

iccount 067-5032 at the Miese Bank is used in which
funds received from BID and 1loan recoveries are
deposited. Loan disbursements and interest on overdrafts
are made from this account.

. TAF

2 bank accounts in the Wiese Bank are used: account No.
067-5059-056 and account No. 067-5067-037 for controlling
the loan funds of the eastern and western offices,

respectively. .
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. Wiese Bank - Overdraft Line

 ;AccoUnt No. 067-5008 has been opeﬁed with the Wiese Bank

overdraft
southern cone,
in this account,

Bank, such as: 067-4923
line _was guaranteed by
" ACP's 'Bank Certificates

(U.S.$71,428).

The

for granting loans to micro businesses of
Recoveries of these loans
.overdraft
overdrafts that may occur in other accounts at the

line also

the

arc deposited

covers
Wiese

and 067-5040. In June 1986 the
AITEC (U.S.$50,000) and by
in  Foreign (CBME)

Currency

the CBME with loan recoveries

M Emam e v = o = e
PR —t—gap g X T

(*) Estimated CBME average annual interest rate.
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The institution purchased
.from the 1lst. Agreement with BID and with i¥s own funds;
the amount of the CBME being as follows at 31st. Deccmber
1985 ana 30th June 198¢: '
December 31, June 30,
‘ 1985 : 1986
(U.S.$)
CBME (BID) 248,320 252,383
CBME (ACP) 119,435 109,280
Total 367,75 361,663
Through -holding the CBME after July 1985 when. certificate
redemption and payment in foreign currency was suspended
and through not having decided to redeem the CBME in local
cuvrrency, ACP has incurred an annual ioss estimated at
approximately U.S.$100,000 as foilows:
. CBME in July 1986 = U.S.$350,000
. Rate of exchange per U.S.$1 = I/. 14
. CBME in Intis = 1/. 4'3900,000
. Interest cn loans in Intis
1/.
~ September 1985 (75%) 234,000
- October to December 1985 (45%) 500,000
- January to August 1986 (40%) 1'420,000
Total 2'154,000
Less: Interest on CBME {318,000)
(I/. 4'900,000 x 6.5% (*) ) = cmeeeeaa-
Difference 1"'836,000



The ‘estimate of the ‘]oss incurred does nolt  take into

" consideration donations promised by the Wiese Bank in

compensation of the overdraft interest which would decrease
the amount of the loss. .

We understand that the purposc for holding the CBME after

July 1985 was to await government dispositions authorizing
CBME redemptions and accrued interest in foreign currency
to maintain the dollar.value of the funds, or to await a

. devaluation that would be more beneficial tham the interest

3.3

in local currency.

The CBME funds, however, could have been used for granting
loans and for reducing interest charges on overdrafts.  As

‘at June 30, 1986 the balances of the overdraft and of the

CBME were as follows:

1/.
(In thousands)

Overdraft - accounts of the

1st. BID Agreement : 3,990
Overdraft - Wiese Bank line - - 2,594
Total overdraft 5,584

Less:

. CBME - BID o : 3,533

. CBME - ACP ' : 1,530
Total. CBME ' 5,063

Difference | 4 ' 3

The difference of 1/. 1'521,000 is equivalert to the, amount
of the overdraft line that would have been required had the

CBME been redeemed and used. The anaualized cost
attributable to the non-redemption of the SBME resulting
from differences 1in interest collected - less than 6% per
year =~ and interest paid - 40% per year - s estimated at

1/. 2'330,000 which is 150% greater than the amount that
would have been required. ’

The estimate of the imputed cost. from not redeeming the

.foreign currency bank certificates does not consider

amounts to be donated by the Wiese Bagnk in compensation
of interest paid on the overdraft. s

FINANCIAL FEASIBILITY OF THE PROJECT

The feasibility of the project is analyzed wnder two forms:
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a) Considering ACP as an institution having 1its own funds
‘ that are used 7or granting loans. :

- b) Considering ACP as a fjhancial intermediary.

Because, apart from donatiors, income from credits granted
is practically the only source of income of the institution
the analysis emphasizes credit service. :

JAn Institution having its own funds

This form could be considered valid in the case of funds
. obtained through IAF donations and BID Toans granted under
exceptional conditions. An official of BIP indicated that
BID can not make donations; therefore, it his granted Toans
to ACP in conditions such that they are practically
donations. We were informed that this type of operation is
granted only once to an institution but exceptionally a
second &greement has been entered into with ACP because
another institution . ef similar characteristics and
magnitude does not exist.

Under this form, the financial objective of the institution
would be to maintain the value of the funds, recuperating
inflation 1osses and operating ccsts through revenues.

In accordance with the effective rate of .prevailing
interest (40% per year), repayments of Jozns g¢granted do
not maintain the value of the loans after deducting
inflation iosses, considering the annualized inflation rate
of from 60% to 70%.

Effective rates of interest have historically been negative
in relation to inflation and it is not expected that this
situation will change.

In eddition to inflation losses, operating costs must be
considered. The incidence of these costs is in relaticn to
the level of activ.ty. The following tahxle shows the
operating costs of an office (direct costs and costs
allocated by the head office) in terms of am annual rate
for different levels of activity 1in relation to amount of
loans granted.

Effective Cost

Loans per Rate
Semester MP MR
(in thousands of U.S.$)
1,000 12 . 16
1,200 10 14
1,400 8 11
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#" The  indicated levels of activity correspond in the order

shown to the first semester of 1986, and the projected
normal and projected maximum of the ‘southern office for the
2nd. scemester of 1987. .

By'estimating that tra%nihg and advisory services will not
generate income, the cost rates would increase by 50%.

. The  total annual losses in the value of the fund under the

following conditions: rate of interest, 40%; inflation
rate from 60% to 70%; a level of activity of U.S.
$1'000,000 of 1loans per semester 1in each “office; and
- with 80G% of funds assigned to micro producers 1loans are
estimated Dbetween 20% and 25%. This means thet in three
years the value .of the fund in real terms would fall
between 40% and 50% of the original value.

The following have not been considered: .(a) the costs of
training and advisory services that are not covered by fees
for such services and (b) .the percentage points that the
Wiese Bank would charge as collecting agent.

 An Intermediary Institution

This form could be considered valid if the Institution
becomes financial self sufficient.

Under this form the financial objective of the Institution
would be to cover its operating costs with the margin
resulting from the difference between the rate of interest
ori loans granted and the rate on the funds obtained to
finance the loans. : -

The foilowing summary shows the rate of the funds that must
be obtained at different levels of activity for covering
the operating costs. -

Loans per Effective Operating Cost Rate of
Semester Interest of Credits (1)  Funds
(In thousands of U.S.$) % :
1,000 40 13 27
1,200 A 49 11 29

1,400 40 | 9 31

(1) Rates considering that the amounts of loans are divided
in 80% to micro producers and 20% “to micro retailers, .
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The fo]]owing'have not bcen considered: (a) the cost of
training and advisory services that are not covered by fees
for such services and (b) the percentage points that the

" Wiese Bank would charge as collecting agent.

As can be seen, the aVerage annual rate of interest of the
funds to finance loans granted must be 27% to cover the
opérating costs for the service of credits, according to

~the current level of activity of the southerm office.. This

level of activity could be attained by all ef the offices
in a short period (2 years) as indicated im section 6.0.
The preceding summary also indicates the annual rates fTor
higher levels of activity. . :

‘Should 90% of the fund credit rcsources be granted to

micro producers, the average rate of funds would increase
from 27% to 28%. :

Should the Wiese Bank,, where the cost of the funds s
equal to the amount collected by ACP on loans granted, make
donations cquivalent to 8 percentage points of annual

interest as a credit margin fer the institution, it would

help to cover the operating costs; however, it would not be.

sufficient to cover the costs.

CONCLUSION : .

Revenues and expenses of the Institution

The results of +the financial evaluation relating to

revenues and expenses of the Instituticn, conparing figures

originally budgeted in the OPG Proposal with actual
figures, indicate the following:

. Revenues of the Institution, such as the financial
margin, fees for training and advisory services show
that: (a) in 1985 actual figures were over budget by
203% for the financial margin and revenues for training
and advisor, services unpder budcet by &2% and 79%,
respectively and (b) in the first semester of 1986, the
actual figures were 22% under budget for the financial
margin and there were no significant revenues for train-
ing and advisory services.

. Actual operating expenses of the Institution during 1985
and the first semester of 1986 were over bwdget by 16%
and €%, respectively. Y

. The actual deficit of the Institution f{(wrevenues 1less
operating expenses) in 1985 was 16% less than budgeted.
During the first semester of 1986 it was ower budget by

68%- ¢
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. Based on the results of the cvaluation, we notc that there
~is a decline 1in actual revepue in relaticn to budget

between. the first secmester of 1986 and the year 1985,
consequently, taking into account that the level of
operating costs was maintained, the deficit of +the
institution increased which 1is unfavorabic to the
institution in that it would always require funds from
other Institutions for covering its deficits.

. Sources ‘of funds

ACP's actions in obtaining and handling fumds for granting
Toans has been as follows:

» Significant funds have-been negotiated and obtained for
granting credits in the form:.of a donation frem IAF and.
under cdxceptional conditions in local currency loans from
BID that bear only a 1% commission per year, repayable
under the lst. and 2nd. agreements in 20 amd 30 semesters
respectively. ' ‘ o

. The amounts authorized for granting credits are:

N Amount
. BID - 1lst. Agreement Uu.S.¢$ 500,000
BID -~ 2nd. Agreement SW.FR. 1'304,000
IAF U.S.$ 261,050
. Ah credit line has been cbtained at the Wizse Bank: This

credit bears a 40% annual interest rate which, therefore,
does not leave a margin for covering the Institution's
operating expenses. The ACP Executive Dirzctor has indi-
cated that the Wiese ©Bank intends to Bake donations
equivalent to 8 percentaye points of the &mnual interest.

. CBME were acquired with loan repayments under the 1st.
BID Agreement and with funds of the Instiiution. As at
June 30, 1986, ACP. held CBME for a value of U.S.$361,663
(U.S.$252,383 and U.S.$109,180 corresponding to the BID
program and ACP, respectively), '

Having maintained the CBME subsequent to the month of July
1285 in which redemption and payment in foreign currency
- was suspended, and not having redeemed the CBME in leocal
currency has represented to ACP an estimated annual loss of
-approximately U.S.$100,000.

As of June 30, 1986 the institution obtatned funds of
1/. 6,500,000 by utilization of Wiese Bank overdrafts. If
the CBME would have been redeemed an overdraft of only
1/. 1'500,000 would have been required. The annualized
cost of the net funds required (I/. 1'500,800), according
to the présent mode of operation, is I/. 2'330,000 or in
excess of 150%.
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Financfa1'feasibility

"In the event that donations are not obtained to support the

institution's operations, the .analysis of its outlook
indicates the following:

.

The funds of the Institution - under this form funds

.provided ,by IAF and BID may or may not be contemplated
. do not maintain their value due to the negative rates of

interest in relation to inflation.

ITf it is considered that interest income must cover all
operating expenses of the credit activitiecs and it s
assumed that: (a) annual inflation rates are between 60%
and 70% and (b) all zonal offices have a 1level of
activity equal to the level attained by the southern
office in the first semester of 1986 (U.S.$1'000,000 of
loans granted per semester), the value of the fund would
fall between 40% and 50% of its original value within a
period of 3 years. 'Consequently, to consider a permanent
functioning under this treatment would require continual-
1y obtaining donations to recover the rapid decapital-

.ization of the funds and sustain the velume of credit
service. :

For ACP to operate as an intermediary credit Institution
it" would have to cover its operating expenses for credit
activities with the margin resulting from the difference
in interest on loans granted and the inferest on funds

.obtained. To accomplish this ACP would have to:

~ Obtain funds 1in sufficient quantities and at a cost
rélative to that obtained on loans made which would
provide a financial margin of 12% annual.

- Achieve average levels of activity for each office of
~approximately U.S.$1'000,000 of 1loans granted and
channel 90% of the available credit funds to micro
producers. '

- Reduce operating expenses channelling a higher

percentage of the funds to micro producers, operating
. more efficiently and eliminating any unnecessary
“expenses. :
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4 -0 EVALUATION OF THE IMPACT OF THE PROJECI
ON 'ECONOMIC DEVELOPMENT '

The purpose of this section is to measure the impact of the
project on the national economy by means of evaluating:
(a) its capacity for crecating employment and {b) its impact
on the national income generated by the economic activities
of the beneficaries of the loans.

" “To determine the preceding, an investigation was made of
the economic effects of the project by meams of surveys
~of micro producers. Micro retailers were excluded from the
investigation due to their characteristics and magnitude
. be1ng such that their part1c1pat1on in creating employment
is nnlx1mun1 :

The report Promoviendo Empresarios Urbanos: Una Evalua-
cibn del Fondo de Desarrollo Urbano" (Promoting Urban
Entrepreneurs: An Evaluation of the 'Urdan Development
Fund"), prepared by Development Alternatives Inc. (DAI) in
April 1985 which contains the results of a survey of 84
companies in Peru confirms the preceding.

The study concludes thau micro retail ccmpanies which

received an average of U.S5.$3,480 (1/.60,008) in a year,

only created 22% cf the number of new 1obs crazated in small

producer companies which received average toans of U.S.
. $3,980 (1/.69,000). -

‘In our case the volume o¢f operations of each micro
retailer is significantly lower and the maximum of loans
that in theory an ACP beneficiary - just eniering into the
loan system - could receive 1in a year wculd be U.S.$860
(1/.11,000), that is approximately one tenik of the amount
of the small businesses referred in the DAl report.

The micro retailers who are ACP beneficiaries are fundamen-
tally vendors of groceries, foodstuffs and other items who
sell their products within or outside of a market, who use
the lcans as working capital for improving their operations
and their income. However, the great competition exict-
ing in the market indicates that, should the beneficiaries
of the project not have received funds for increasing the
availability of their products for sale, others would pro-
bably have made those sales and, therefore, it is deemed
that the increase in the national income world be insignif-
icant, :

* ,
Consequently, the evaluation of the economic impact of the
project at a national level has been carried out on the
basis of the results of the survey of micro producers.
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4.1

1t s important to peint:rout that the proportion of  the

available vresources used in making loans during the period
of evaluation was 80% to micro producers and 20% to micro
retajlers entering into the system during this period.

‘

METHOD OF THE SURVEY

‘A questionnaire was prepared - sce copy ar Schedule 7 -

principally for the purpose of determiningz .

a) The number of jobs created
b) The increase in the direct value-added

" ¢) The increase in the indirect value-added

The questionhaire also was to evaluate the training and

-advisory services offered by ACP, the results of which have

been discussed under Seg¢tion 1.3. The questionnaire also
revealed information concerning the beneficiaries' opinion
regarding the credit system which served as a basis for the
recommendations contained in Section 7.0.-

_The popultation surveyed included micro producers of the 4
zones who received the first loans as from October 1684,

considered as the beginning of the project. The population
was divided into: {a}) the southern zone vith 1,344 micro
produccrs and (b) the northern, eastern and western. zones
with 280 micro piroducers. -

The number of surveys carried out totalled G0, of which 32

n

were, in the southern zone and 28 in the rewraining 3 zcones.
The number of surveys made in the northers, eastern and
western zones was distributed in a proporiion similar to
the number of beneficiaries.

Micro producers were selected at randem, waintaining the
quarterly proportion of the number of beneficiaries
receiving first loans since the beginning of the project.

The 1ist of micro producers surveyed appears in Schedule 8.

The figures obtained of sales, purchases and employee remu-
neration before the loans were converted to Intis of August
1986 using the general index of consumer prices of
Metropolitan Lima. '

The surveys were made by five professionals who had been
working on the previous stages of revision and evaluation
of the project. The use of qualified perscanel familiar
with the program permitted: ,

. A reduction of errors in the cbtaining of information.
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. A reasonable wverification of the data covering sales,
w o employee remuncration, purchases, etc., for which no
.records are maintained. . ; g

. The usc of questions with open -answers for the purpose of.
not leading to the answers. .

. Evaluate directly and_dbjective]y the effects of the
program. ‘ .

4.2 PERICD OF EVALUATION

The surveys were carried out between the 1l&th and 20th of
August 1986. The period of evaluation, that 1is, the
average time lapse from the time of making the first
credits to the time of <carrying out tie surveys, 1is
estimated at 10 months for the southern zowe and 4 months
for the remaining zones, calculated as folleows:

% of 'First Credits ‘ :
Southern Other Menths up to

_ Quarter Zone Zones Time of Survey
1984 ’

IV 13 _ ' 21
1985 ‘
I 7 ‘ 18
11 10 - 15

I 10 . 12
IV 16 : 9
1986
1 21 32 6
I1 23 68 - 3

100 100

- - e o e

. Average time of the southern zone: 0.13 X 21.+ 0.07
x 18 + 0.1 x 15 40,1 x 12 + 0.16 x 9 + 0.21
x 6 + 0.23 x 3 = 10 months

. Average time for the remaining zones: 0.32 x 6
+ 0.68 x 3 = 4 months

B S

The average weighted time for the total of the zones, 1n
relation to the number of first credits made, is 9 months.
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t.QQB RESULTS OF THE SURVEY

1

4,3,1 CREATION OF J0OBS

The results of the survey indicate that

duri

ng the

period wunder evaluation beneficiaries of the program

created approximately 705 jobs,

that corresponding to full time work.

The following 1is a sUmmaky'of the results

survey regarding the creation of jobs:

é

“No. of MP's surveyed

Jobs created

Average of jobs
created/MP .

Total population (MP)

Total jobs created

Average of loans grante
to MP's surveyed (U.S

Loan per jecb created (U.

d
. $)

S.$)

Southern

Zone

e ——

32
13.91

0.435

1,344

585

816
1,860

~The amount of loan for each Jjob
micro producers is approximately U.S.8$1,390.

favourably Jlower than that corresponding
companies which are

formal manufacturing

cr

defining 1

job as
of the
Other
Zones Total
28 60
11.97
0.428 . 0.43
280 1,624
120 705
360 735
840 1,399
eated by the
This is
to small .
benetici~

aries of AID's fund for urban development (FDU) pro-
gram, which is estimated at U.S5.52,000.

Women occupy 38% of the jobs created.

by type of personnel e

ngaged

as follows: ©60% proprietors and

permanent employees and 12% trainees.

According to the survey

micro business are:

s, the productive:
which use more labour and generate more

shoe

making

’

making, knit goods and wood carpentry.

activities created 90%

during the evaluation

‘ties.

None of the employees

receive up to 1.7

period

of the total

The structure
in micro businesses is

bakery,

relatives, 28%

activities
jobs per

dress

~These five

jobs

created

and had 60% participa-
tion in the increase in the direct added value. 68%
of the funds loaned were destined to these 5 activi-

is covered by social security
benefits, The majority of permanent morkers receive
remuneration equal to the minimum
month), in some cases in the form of piecework they

times.

the

sal

mim

ary (U.S.S40/

imum

salary.

Generally trainees receive 50% of the minimum salary.
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<A cdmparison of the number of jobs created ‘with tar-
.gets established in the OPG Proposal - see Table -No.

13 "Jobs Generated" of the proposal - is. as follows:

Per bPG ' Per
Proposal Survey Difference
Southern office (1) 746 585 161
Other zones (II,III :
and IV) - 824 .' 120 - 704
-Total 1,570 - 705 865
Jhe percentége of target achievement iz 45%. EQen

with the assumption that micro reftailers also .

generated employment at 22% of that generated by 4
" micro producer, the total of jobs crested would be

1,040 considering that during .the period of
evaluation approximately 3,500 micire. retailers
entered the credit system. The percentage of target
achievement would then be 66%.

The real increase in employee remuneratiion during the
evaluation period of 9 months was 22%.

DIRECT VALUE ADDED

- The., divect value added (DVA} has been defined as the

result obtained by subtracting from sales, the
purchase of goods (raw materials, materials, fuel,

‘electric power, etc.).

The increase in direct value added generated by the

project during the period of evaluation (PE) s

"estimated at U.5.$1'620,000, as follows:

Southern 0thm€
Zone Zones . Total
No. of MP surveyed 32 28 60

Monthly DVA increase

in the sample at

the end of the

PE (U.S.$) 7,535 5,061 12,596
Monthly average DVA , _

increase per MP at

the end of the PE )

(U.S.5) 2357 12 e
Average DVA increase

per MP during the

PE (U.S.$) (1) 1,176 144 997
Total population (MP) 1,344 28D 1,624
Total DVA increase in .

the PE (U.S.$) 1'580,000 40,%0T 1'620,000
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(l) The. DVA increasc per MP during the period of
"evaluation has been calculated considering that
at the beginning of the projecct the increment -is
nil and that it grows lineally throughout the PE.
Consequently, the estimated result 1is the
following:

. Southern zone: US$235 x 10 months x 0.5= $1,l7§
. Other zones : US$72 x 4 mohths »x 0,5= $144

‘The DVA increase in the PE for each U.S.$1.00 loaned

is therefore U,S$.$1.36, that is U.S.$1.80 per year,
which is favourably h1ghor than that of the small
manufacturing companies receiving FDU loans which are

- estimated as generating U.S.$1.50 of DVA 1increase per
. year for each dollar loaned.

4!3.3

Concentrating even more the rescurcés by making more
loans to microprcducers, the DAV wouid increase in
the sane proport1on as the increase in the resource
flow to micro producers because it is estimated that
the value added of the micro retailers 1is insignifi-
cant.

INDIRECT VALUE ADDED
The indirect value added (IVA) is defined as the

value added in suppliers by the purchasing operations
of micro producers and in the selling agents by the

.sales operations.

" The increase in the indirect value added generated by

the project in the PE is estimated at U.$5.52'175,000,

-as follows:

Southern fther
Zone Iones Total

Monthly increase of

purchases per MP

at end of the PE

(U.S.$) 311 181 288
Monthly inurease of

sales per MP at

end of the PE S

(U.S.$) 545 253 495

Average IVA increase : .
per MP during the i
PE (U.S.$) (1) 1,550 340 1,340

Total population (MP) 1,344 280 1,624

Total IVA increase
. during the PE A
(U.S.$) _ 2'080,000 95,000 2'175,000



- ot
3

4.4

°

(1) The IVA increase.per,.MP during the PE has been

: .. calculated -considering that at the beginning of
the project +the increment is nit and that it
grows lineally during the PE. Also assumed are:
(a) the cost of imported goods and of local
purchases from suppliers operating at fult
capacity since the beginning of the production
cycle as 25% of the IVA increase and (b) the
.average margin of intemediaries 2s 35% on the
sales price of the MP and that 40% of the MP's
sell through intermediaries. Consequently, tne
estimated calculation is as follows: '

. Southern zone:  ($311 x 0.75 + $5&5 x 0.35 x
0.4) 10 x 0.5 = 1,550

. Other zones: ($181 x 0.75 + $253 x 0.35 x 0.4)
4 x 0.5 = 340 -

The IVA dincrease - in the PE for each U.S5.$1.00
loaned is therefore U.S. $1.80, that s, U.S.
$2.40 per year, which is lower than that corre-
sponding to the small manufacturing companies -
receiving FDU loans, which are estimated as
generating U.S.$3.10 per year of IVA for each
dollar loaned. , - : ‘

Concentrating even more the resources by making
more loans to micro producers, ihe IVA would
increase in the same proportion as the increase
in the resource flow to micro producers because
it is estimated that the value added of the micro
retailers is insignificant.

CONCLUSION

The impact of the project in the. national economy. in
accordance with the results of the survyey of micro
producers carried out in the 4 zones for the evaluation
period estimated at 9 months has been significant insofar
as tne creation of jobs and the net increase in the direct

‘and indirect added values.

The results of the survey indicate that this type of
program for micro businesses has comparatively favourable

effects 1in relation to other programs of assistance

oriented toward small companies of the urbam sector - such
as AID's FDU program. :
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The principal results of fhe survey of micro- producers
indicate the following: ' _— ' :

. The amount of loan for each job created iis. calculated at
U.$.$1,390 for this type of borrower, favourably less
than Tloans to small companics of the FDYU program which
are estimated at U.S5.$2,000. ' .

. The average number of jobs created per wmicro. producer
during the period of evaluation (PE) i estimated at
0.43. Taking into account that the average number of
workers per company is 2 or 3, the capagity of employ-
ment generation by 'micro businesses is significant.

« d

. The 1,624 micro preducers who have stazrted receciving
lecans - since October 1986 created 700 jobs. Even taking
into account that micro retailers receiring loans since
October 1984 would have participated in dhe creation of
jobs, the maximum estimated total of jobs created would
total 1,040, which is less than the emplomrent generation
target of 1,540 indicated in_ the OPG Propisal.

~..-The 5 activities that created most employnent are: shoe - .
making, bakery, dress making, kniwear and wood
carpentry. These activities created 9% of the jobs

durimg the period of cevaluation and had @ participation
of 60% in the increase in direct added valwme. 68% of the
amount loaned was in these activities.

. Women occupy 38% of the new Jjobs created;

. The ‘increase in the direct and indirect walue added for
"the first year of the project for each U.5.$1.00 Tloaned
is calculated at U.S.$1.80 and U.S.$2.40, respectively.

The increase in the direct value added #eor each dollar.
‘loaned 1is favourably higher than that of the small
manufacturing companies of the FDU program which s
estimated at U.S.$ 1.50, The increase fim the indirect
value added on the other hand, 1is comparatively lower as
in the small companies of the FDU program it is estimated
at U.S.$3.10 {*).

. The total of the increase in the direct and indirect
value. added originated by micro producers who started
receiving loans as from October 1984 1is calculated at
U.S.$1'600,000 and U.S.$2'175,000, respectively..

NN

O P e ER me e Gm MR R N Ge PO RS MU U SB BE GP N AR SN G G Gk GBS

(*) Variations in the methods used for detemmining the DVA
to a certain degree explain this differance.
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€5.0

5.1

ORGANIZATION PROCEDURES AND SYSTEMS

The object of this section is. to describe weaknesses
observed in aspects of organization, administrative
procecdures and computer systems which hamper the attainment
of the institute's objectives as well as recommend
corrective measures. :

ORGANIZATION

Centralizaetion nf management and

supcrvision functions

¢

In the current organization of  ACP, a marksd centralization
of management and supervision functions ia the Executive
Director has been observed. The positions of direct

‘dependency are:

. - Administrator

- Accountant
- Head of training
- Evaluation department
' (econcmist and sociologist)
~ Head of collections
- Coordinators of the zonal off1ces (4)
- Financial advisor
- Systems adviser
- AITEC adviser
- Secretary

We boélieve that this heavy management and supervision work
could cause delays in decision making and an inefective
follow-up of activities carried out by ithe personnel
holding the above mentioned positions.

A greauer de]cgat1on and descentralization ©f management
and supervision functions would enable the Executive
Director more time to handle other functiens of equal
significance that might not be adequately carried out.

We recommend the decentralization of managerent and super-
vision functions of the Executive Director, delegating part
of the functions and reducing the number of positions which
depend directly on the Executive Director from 14 to approx
imately half this number. To accomplish this, we suggest
that managers with authority and respamsibility for
handting functional areas be established, adopting measu¥es
such as:

. Delegating the function of superv1s1ng zemal offices: to

a line executive who wovld be in-charge of supervising
and coordinating the activities of the zomal offices.
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..» Regrouring - the functions of training and evaluation and
. - assigning this responsibility to an executive in order to
improve coordination of the efforts of the personnel in
‘these areas, upgrading the support given to zonal
‘offices., :

Coordinating Committee Meetings

Coordinating committece meetings are held weekly; in
.‘general, -they are extensive and take place during working
hours. Participants in these meetings are numerous and are
individuals who hold key positions such as, for .example,
the 4 coordinators of the zonal offices.

We Dbelieve these committee meetings could be resulting in
an excessive dedication of .time and complicating the
decision making process.,

Recommendations:

0
+ .

. Reduce the number of participants so the committee may
become more agile. :

. Limit theé subjects to be dealt with by the committee and-
to those that require inter-departamental coordination.

. Study' the possibility of: (a) reducing the frequency of
the committee meetings, holding them -« for example - on a
semi-monthly basis and (b} ensuring that meetings ~do not
take up too many normal working hours.

Manual of Organization and Functions

The Institution does not have a manual of organization and
functions containing:

. Organization charts

. Clearly defined lines of authority

. Objectives and functions by department
and by office

The lack of such a manual may resutt in:

. Difficulties in acquiring a thorough knowledge of the
area of responsibility of each of the orgaznic units of
the Institution and it may caus2 conflicts Letween execu-
tives when dealing with matters on the edge of their
responsibilities. ' .

. Some functions not being accomplished becarse it is not
clearly defined as to who should carry out ard/or approve
the function.

. Difficulties in performance cvaluation for the purpose of
rotating personnel, promotions, remuneratiowrs, etc.
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We - recommend that a manual of organization and functions

*7 containing the preceding be prepared.

ADMINISTRATIVE PROCEDURES

Timing of signing loan documents
by the Executive Director

. In granting Jloans to micro producers, the Executive

Director signs documents on two occasions:
- Signs the check (one day)
- Signs the contract and hotes (another day)

Signing "documents on different dates resulis in additional
work.

We recommend that the:.procedures for grémting loans - to
micro producers be cnanged so that the Executive Director
receives the checks together with the contract and notes,

- thus enabling him fo sign all of the documentis at the same
time. . oo

Lack of _uniformity in use of forms and in the
application of procedures at zonal offices

A lack of wuniformity 1in the use of forus "and in the
application of procedures relating to granting of loans in
the zonal offices has been observed as follews:

a) The verification of data corresponding to loan
applicants is made on different forms in each zonal
office as follows:

Denohination of Form Used

Office Micro Producers Micro Retailers

Socuthern Credit analysis ~ YVerification at
field level

Nortnern Field verification Yerification at
field level

Eastern Field verification Yerification.at
’ field level

Hestern ' No form is used: HNo. form is used

b) At the southern office quarantee notes are signed by
each group participant and by an indivitual gquarantor,
that is, for each group of micro producers, five
notes are signed for a single loan. Hovever, at the
other zonal offices (northern, ecastern aid western) the
5 participants 1in a group of micro producers sign a

-single guarantce note and no additional guarantees are
required., : :
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c)

d)

Disburscment checks for loans at the southern, eastern
and. .western offices are prepared at the zonal
offices. Disbursement checks for loans at the northern
office are prepared at the main office.

‘There is no uniform policy at the zonal offices

. concerning documents to be submitted by %¥oan applicants

for approval of their credit requests. In some cases,
in addition to their voter vregistration card, the
following documents are requested: tax -registration
card, electric bill, house appraisal, evidence of lot
Tecation, health certificate, etc. .

We recommend that: ‘

The use of forms for data verification of 1oan applicants
by all four offices be standardized.

The requirements ' regarding signing of notes and
guarantecs required in all four offices be standardized

in accordance with legal requirements.

. The northern office prepare its disbursemamt checks until’

such time as checks for all offices awe emitted by
computer.

A uniform policy for the four offices be @dopted giving
priority to and standardizing reagutrements as  to
documents that are to be submitted by loam appiicants for
approval of their credit requests.

Unsuitable design of some forms

In some cases the zonal offices are using forms that are
not functional:

a)

There are four forms for office collectioms:

Form A4, for the <collection on account of micro
retailer loans '

Form A5, for the collection of balamces of micro
retailer loans

Form AG, for the <collection of guamrantee funds,
training, and adviscry services.

Liquidation for the collection of protested notes.

| 8

The wuse of different forms may require more time for
controlling the forms and cause difficultiies in follgw-
up. .
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b) The forim denominated "Formato referente  a memorandun

informativo a desembolsos" is designed to report only

- two loans per page. This form is typad by each zonal

office for reporting 1loans granted to the computer

department which results in consideralle work because
the loans are generally numerous.

c) The minutes of the zonal office credit committee and the
request for <check signature are extensive forms and
contain similar information resulting iin a duplication
of data and a greater work load. ,

We recommnend that:

. A- ‘single collection ‘form covering all the mentioned
- concepts to replace the four-existing fowms be designed.

The form used to report loans be replacet by the "Weekly
Loan Report" (format attached in Schedude 9) to facili-
tate the preparation of the information and the transfer
of the information to the computer.

.- The minutes for the credit committee meeiings be prepared
so that they also serve as a check request. '

Recording notes receivable

At present notes are prepared manually by =sach zonal office
~and forwarded to the main cffice for resording in the
auxiliary book . of notes receiveble and subsequent
remittance to the bank for collection. :

Subsequently, the bank remits a 1list of "notes in
collection” which is entered into the computer which issues
a 1list of notes held by banks. The note number assigned
by the bank on the listing is the number that is used as a
control in the auxiliary book and in the cemputer
information. Due to the bank not numb2ring the notes
consecutively, ACP dedicates great efforts to ensuring that
the records are complete. .

We recommend that:

. The manual preparation of drafts be discentinued and that
they be prepared by the computer in a monner similar to
the coupons or receipts.

. The number assigned to each note by &P for control
purposes be automatically generated by the computer
consecutively for each zonal office.

. The manual recording of notes receivable be discontinued
after , verifying that the issuance of the 1ists of notes
is.satisfactory for replacing the manual recording.



Manual of standards and procedures

The Institute does not have a manual of administrative and
operating standards and procedures covering the various
functional areas.

The lack of this manual may cause difficulties such as, for
example:

. In the supervision of activities of subordinates
. In documentation flow

. In the instruction and training of new personne]
. When it is necessary .to rotate personnel, etc.

The availability of this manual could “acilitate the
timely discovery of weaknesses in the control system that
couid result in possible errors or irregularities.

We recommend that the procedures and standards of the
functional areas of the institute be formally established,
in concordance with the related internal <control proce-
- dures, over a period of time uniil the manual 1s completed.
Fach prccedure should inciude: '

- Objective and scope
- QOperating standards
-~ Description
- Flow charts

- Forms

Budgetary control

For the nurpose of obtu.ning funds from etternal source-
for finzn.ing the project of the progress progranmn, ACP
prepared the OPG Proposal in wnich it included . several
tables shecwing the budget of -numerical goals to be met
within a periou of twelve quarters, as from the date of
commencement of the oroject. With regard to these budgets,
we have observed the following: e

. There are no working papers to support the basis for the
preparation of the budget, making it difficult to
determine the items, <concepts and criteria taken 1into
account in the preparation of the budget.

. there is no adequate follow-up of ihe budgets that permit
a control of numerical gqoal achievement. Deviations
(under or over) from the budget may be ozurring without
the institute taking any corrective measure or preparing
comments on such deviations,

. The budgets are not revicwed and updated to assist the
institute in managing and controlling its activities.
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Ne recommend that:

. The . woﬁking papers supporting budgets be saved for the
purpose of facilitating the review, follow-up and control
of the budget.

. BUdgeted figures be.fo1lowed to ensure attainment of the
_projected goals and compliance with the ebjectives of the
project. ' :

e Budgefs be periodically reviewed (for cxample semi-
annually) and the figures updated to improve management
and control of the Institution's activities. '

Unreported credit information

The zonal - offices prepare monthly summaries containing
information relating to credits (number of credits granted,
number of beneficiaries, amounts, etc.).. This information
is not included 1in- .the monthly reports sent to the
Executive Director. : :

A manually prepared summary - consolidaging the same
information is prepared at the main office from the weakly
reperts prepered by eech zeonal office for the computer
departiment. .

The reports orn credit information of tke main office
indicate +the date of approval of the <c¢r2dit for micro
-retailers and the date of delivery of the theck for micro
producers.

The reports of each zonal office indicate thke date of check
delivery for both micro retailers and micro producers.

The preceding results in: (a) an excessive workload at the
main office through having to prepare information that has
already been summarized at each zonral oifice, (b) the
duplication of reporting and reporting diiferent informa-
tion for micro retailers and micro producers.

He recommend that:

. Monthly reports regarding credits prepared by each zonal
office be sent to the main office for congzolidation.

. A standard basis for the preparation of the reports be
establisned so that information is comparable,



543-COMPUTER'SYSTEMS

Organization

For the decvelopment of its electronic data processing (EDP)
system the Institution contracted 3 persons, as follows:

. A systems adviser from November 1984 to June 1986 -1
. year and 8 months - who developed and put into operation
the applications for granting and contralliing loans.

. A proagrammer since April 1986 who has bzem per?orming the
functions of operator and who only has &newlcdge of DBase
IT for programming.

. A systems consuitant since July 1986 whe s currently
preparing a report on the present EDP sitwation.

The ACP coordinating committee at some of fits meetings has
discussed EDP without, however, replacing &he functions of
a systems committee, )

The preceding situations could result in dmn11ca»10ﬁ¢ not
being adcquately developed and within established time
periods.

We recommend that:

. The EDP department be organized as indicated “in  the
organization chart on the follcewing page.

The services of a programmer- analyst bz contracted to
handle the programming of the applicatiens, after the
equipment and language or source code tw be used have
been defined. This anaiyst should be camtracted for the
time required for the development and implementation of
the system and a reascnable period of fuactioning of the
system.

. Define the duties and responsibilities of the EDP
personnel. The principal duties to be garried out would
be:

a) Systems consultant {Head of the EDP Department)

- Initial investigation of the system

- Preliminary study of the <ysten

- Planning of the system

- Coordination with users of the systam

- Requiremcnts of hardware, software,
personnel, etc.

- Direction and supervision of the dewelopment
and implementatiorn of the systems
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b ) Programmer Analys t ,

~“Analysis and design of the app11cat1ons
Programming

-~ Documentation

- Uscr procedures and training

- System testing

- System 1mp1ementat1on

- Maintenance of applications

¢) Operator

-~ Control of processing

- Control of users .

- Control of data

-~ Support entering information
- Library of tapes and disks

- Supplies

Form the systems committee which should be integrated by
the Executive responsible for the EDP department, the
~head of the EDP department and wusers of the system,.
This committee should be responsible for plannina,
. analyzing, epproving and controliling system projects
presented by the EDP head.

Development of applications and their documemtation

The only application that is operative is for granting and
controlling loans, developed on DBase II o -which we have
the following observatmons

. It has not been comp]eted.

. It has not been .documented nor has a user®s manual been
prepared :

. It does not provide for notes receivable to be issued
by the computer nor does it contemplate the possibility
of issuing loan disbursement checks.

. It does not satisfy control procedures which are included
in the programs for validating data entered in the compu-
ter., .

. Modffying and annulling data file records are not
executed through the user's menu.

* R -
. . i
. There are problems of logic in the programming.

. It has required constant program modification wusing timc
needed for the development of other systems.

-y
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ThéAaccounting system acquired in August 1985 has not. been

~tested and is not in production. 1t does not have the

respective source programs which are essential for

maintenance of the application,

We also observed that the computer equipment does not have
the disk storage capacity necessary for processing new
systems to be developed and for performing implementation
tests. :

The foregoing may cause:

. Incorrect functioning of the a0p11cau1or or not
comp1vnng with user requirements due to the applications
not being adequately tested.

. Not being able " to adequately use the applications
developed as a base for any new app11catron due to the
lack of documentation. .

. Unnecessary effort exbendpd in the preparation of notes
receivable and loan disbursement checks.

. Inabitity +to modify app?ications acquired {rom third
parties due to the lack of the source programs.

Application progrems not being properly programmed due to
the lack of sufficie nt.dtorage capacity in the computer.

We recommend. thet:

. A new application for granting and control of Jloans be
developed and programmed. :

A study and analysis for developing the new applications
required by ACP be "carried out corsidering the
interrelation between such applications and the purpose
of maintaining the integrity of the data system. Each
project for an application should include the following:

Objectives and scope

Description of the system

Genreral flow chart

Reports

Terms and cost of deve]op1ne
the application

(122« NE o B w2 1]
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. The new -applications to be developed .should, as a
minimun, include the following:

- Granting, recovery and control
of loans
- Accounting
- Payroils
= Fixed assets
- Budgetary control
Financial reports

Computer Equipment

The systems presently installed occupy 98% of the capacity
of the 10 mb hard disk of the present =aquipmznt. The
remaining 2% of tne capacity is insufficiesnt for installing
and testing other applications.

The preceding could result in the systemé to be developed
according to the projected growth of the Institution's
operations not being able to function in the computer.

We .recommend that:

. The 10 mb hard disk installed in the unit be replaced by
one. of 20 mb so that information corresponding to
granting and controlling loans may be processed.

. The possibility of acquiring a computer unit that will
permit the implementation of systems to be deveicped over
the short and long terms be determined. some equipment
options that could be considered are the following:

Option 1: IBM Unit 36/FC U.S.875,000

Hardware: 1 CPU with 80 mb, 3 termi-
nals, 1 operator terminal,
1 emulation card and 1
printer of 400 Lpm

. Option 2: Wang VS-5 Unit - U.85.$42,000

Hardware: 1 CPU of 67 mb, 3 asynchro
: ’ nous terminals, 1 opera-
tor terminal, 1 emulator

card, and 1 printer of

180 Lpm )
. Option 3: Wang VS-15 Unit U.S.$48,000
 Hardware: 1 CPU of 76 mb with the re '

maining peripherals and
accesories cqual to op-
tion 2

- 63 -



The"prices indicated are' given as a reference and they
include the basic software for operating the units. :
The'diagrdm in  Schecule 11 shows the uniform configura-
tion of the 3 options indicating the CPU corresponding to
the Wang VS-5 unit.

iPhysica] safety and protection

We observed that no procedures have bein established for
effecting the back up of the operating systems, utilities,
source programs and data files contained in magnetic disks
and tapes. Copies of the preceding as w11 as supplies of
tapes, disks and manuals are stored in the computer center.

" The preceding may cause:

. Operating errors, which in turn may alter or destroy
informations contained in magnetic disks and tapes. '

. In the wevent of fire there would be no back up of
. computer center information. : .

We recommend that:

. Procedures for the back-up of the waperating system,
source progranmns and deta files contakned on magnetic
disks and tapes be prepared. :

. The EDP department be provided with an adequate and safe
area for the library of tapes, disks, back-up materials
and manuals. The operator . could ite assigned the
administration of the library, wunder the respcnsibility
of the EDP department hecad.
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.. 6.0 EVALUATION OF THE TEGHNIGAL ASSISTANCE

Lot

The: objective of this section is to evaiuate the technical
assistance component which comprehemds: (a) Accion’
Internacional (AITEC) advisory services and (b) National
Technical Cooperaticn, in accordance with the functions of
this assistance as estabiished in the OPG Proposal.

" Accion Internacional (AITEC) Advisory Services

In accordance with the OPG proposal, the scope of the AITCC
advisory services would include: '

a)‘Insta11ation of the rnew cffices.

b) Design .and implementation of program administration and
. control systems and training the indixiduals who manage
these systems. :

c) Design the financial methodology for managing credit -
funds. '

. d) Training idinstructors, advisers and tusinessmen in va-
rious aspects vrelated to administraZion of companies,
marketing and finances (this was consiidered the princi-
pal labor of the AITEC services). '

The amount for the AITEC services is U.S5.8168,500 for -the
. three years of the proj~ct. The relative cost of these
services is significart as it represents more than 21% of
ACP's total operating costs :nd more than 23% of the totail
donation agreement. The advisory service cocst includes thne
remuneration of an adviser in Lima and certain other
expenses and "overhead" incurred by AITEC. ‘

We understand that AID agreed to finance the AITEC advisory

. services, included 1in the donation agreement, to ensure
that the program was appropriately carried out and the
OPG objectives attained. : :

We believe that, given the significant amunt of the adviso

ry service cost and not withstanding the quality of the

services, AID expected a decisive participation by AITEC in

: the different aspects established in the agreement and that
: the "suggestions of this adviscry service be considered by

' the Executive Director of ACP in carrying out the program.

In accordance with the indicated cdnsiderations and based
on the evaluations of the different matters of the project.
dealt with in the preceding sections, da our opinion the
AITEC assistance has becn as follows: :




. Satisfactory complicd with hdvice concerhingf"

'Q'Phyéical establishment andrfunciéning of the new offices
(item "a" of the scope of advisory services), as these
offices were implemented even though from 3-5 months
later than the time table in the OPG proposal.

..Establishment of the operating methods and procedures
(credits, training and advisory visits) and training of
the individuals in-charge (part of item “b" of the scope
qf advisory services); as these procedures are function
ing. " ' ' -

. Development of training services for which the AITEC
adviser conducted meetings to motivate the instructors
for teaching the courses and -decentralizing the services
tc  zonal offices; evaluation of the courses and
participation of the restructuring of the courses (item
“d" of the scope of advisory services).-

It should, however, be pointed out that the AITEC
services did not include the direct training of

~instructors, advisers and micro businessmen in aspects
relate¢ to techniques.-of administration zs indicated 1in
the 0OPG proposal. The AITEC adviser incicated that he
did not consider it appropriate for him ta teach training
courses.

"Did not participate in the following:

. Ofganizationa] - as to the design and implementation of
an organic structure adequate for the Insiitution.

. Administration - as to the design and implementation of
the Institution's accounting and administrative systems.

- . Financial - as to the design of a cajable financial
system for the permanent functioning ®f the program
without continuing significant support by donations or
subsidized loans. :

The first two indicated items are included in Ftem "b" of
the - scope of advisory services while the last item

L1} #H

corresponds to item "c" of such scope.

The effect that we believe the lack of ALTEC assistance.
could have had on the indicated areas are thke following:

1. Restrictions in the organization of ACP to expand the
present level of services {credits, training and
advisory visits) and operate more efficiently.

2. Control and evaluation weaknesses not worrected -which

~would have permitted a more appropriale handling - of
program resources. :
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3. Unsatisfacfory progress Wn‘attaining the economici'se]f~
sufficiency of the project. '

The first two comments are based on the deficiencies
encountered in the administrative performance evaluation
described in section 5 and the disbursement review report
dated September 3, 1986. - .

The tnird comment is supported by the lack of a plan for
attaining the self sufficiency of the project, observing an
~inadequate. financial management of ‘the funds (cee page 36,
titled "Control and handling finances". .

We believe the reasons ‘that could have cawsed the ndn-
participation of "AITEC assistance in the areas previously
referred to'are as follows:

. The taking on of these duties by the Executive Director.
". The Tlack of detailed reference terms of the technical
.assistance. v )

. The lack of a mechanism by which AID could be ensured of
“AITEC participation in all arecas of assistance and that
the- respective suggestions of -AITEC would be taken into
account by the Executive Director.
We believe that the successful development of the "project
-requires that the technical assistance be directed towards
the institutional strengthening of ACP -~ see recommenda-
tions on page 85 regarding the specific areas that should
be <coévered by technical assistance - looking towards the
consolidation of the institution before opening new zonal
offices.

The recommendations regarding contracting of technical
assistance that we suggest be contemplated are the follow-
ing: : ‘

a) Change the method from having one permanent adviser to
the wuse of specialists (either firms or individuals) in
each of the matters requiring assistance.

b) Establish for each technical assistance engagement the
' objectives, scope, reference :erms, execution period and
/or time table, budget of labor days by activity and
consultant, and engagement cost. _
.-.~‘&
c) Establish procedures to ensure that technical assistance
- recommendations are taken into account by the ACP Exe-
cutive Dircctor. These procedures may consist of: ({(a)
~periodic reports of the Institution on the action taken
regarding the technical assistance suggestions and (b) a
program for the follow-up of the measures.
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~d) Study ‘the alternative of hational technical assistance
" due to: (a) the .existence in the country of specialists
in the areas where assistance is required and (b) lower
cost than foreign advisory services.

National Technical Cooperation

In accordance with the OPG proposal, the Hational Technical
Cooperation consists in contracting 3 experts to assist. in
"installing the new offices and elevating the operating
capacity and the administrative bases of AEP to carry out
its programs. ACP contracted 2 professiozals to assist in
the areas of systems and finances as follows:

Systems Assistance

In accordance with the OPG proposal the systems expert was

to design the electronic data processing systems in the

areas of accounting, ' .finances, marketing and production.

It also may be assumed from the deszription of the

activities of the National Technical Cooperation that this

expert should participate in the estatlishment of an
information -system regarding the benefiiciaries of the

credit program. '

On November 5, 1984 ACP contracted a Systmnsi consultant,
who worked wuntil June 30, 1986, for carrying out the
. following: . ' :

Analysis of systems

Design of systems

Development of systems

Supervision of programming

Personnel training

Manual of organization and functions
Marual for users

Hardware and software evaluation
Reports -

ST OO0 T
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0f the items mentioned, the systems consultant only
partially carried out the following: -

(1) Regarding item {a), a preliminary studs of the systems
to be developed entitled by the consultant:
"feasibility study" was made.

(2) Regarding items (c) and (d), the system for granting

: and controlling loans to micro produters and micro
retailers was made which <contains a series of
deficiencies that have been referred t@ under section
5.3.

{(3) Regarding item (i), reports covering the current EDPV
situation were made.
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Considering the deficiencies mentioned under section 5.3,
which Targely reflect the activities developed by the
consuitant, the preceding comments and the objectives to be
attained, we believe that the work carried out during the
period of evaluation is less than the level established in
the OPG proposal.

Financial Assistance

In accordance with the OPG proposal, the financial expert
was to furnish financial advice to both ACF and progran
beneficiaries. )

ACP contracted a professional .as financial adviser in March
1986. No ‘written contract establishing the scope of his
work was prepared. During our evaluation we noted that
this professional also assisted in arees other  than
finances. Lo ‘

Considering the shori time this individual worked during
the evaluation. period and the fact that he is no longer
working at the Institution, we bpelieve that the advances to
compiy with the OPG proposal objectives regarding financial
assistance have been unsatisfactory. .

In accordance with the OPG proposal, a third national
adviser shculd be contracted to advise micro businessmen
in marketing to increase sales of their preoducts. This ex-
pert was not contracted and, therefore, the assistance in
this area as set forth by ACP has not heen provided.

by
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PROJECTIONS AND FINAL RECOMMENDATIONS

The purpose of this section 1is to make projections at
the level of expected activity during the remaining period
of the OPG proposal and to submit recommendations for
actions that we consider should be taken in order that *he
program becomes & successful project.

‘PROJECTIONS

The magnitude of the infdrma] sector has not Dbeen

.established with precision. In the opimion of several

specialists involved with the informal system, it 1is a
universe that is extremely difficult to measure. -

According to a report issued by the Ministry of Labour and
Social Promotion (MTPS), entitled: “Survey of Unorganized
Stratas in Metropolitan Lima - May 1982", the percentage
structure of the productive units and of the populaticn
economically active (PEA) of the informal sector by
activity is as follows:

Percentage

Units PEA
Commerce 52 47
Manufacturing - 26 _ 35
Transportation 12 ‘ 5
Services 1o i3
Total 100 100

According to the MTPS, the informsl sector is constituted
by small productive units, generally integrated by members

“of a single family who participate in the global productive

process performing a heterogeneous series of activities.

The ILD considers that the informal sector not only in-
cludes the productive units indicated by the MVYPS, but also
includes the "inhabitants of shanty towns whko built their
homes without possessing title to the property, formal com-
panies which have part of their production sutside of +%the
official records, all professionals who have not filed tax
returns and, 1in general, all those who in one way or
another carry out their activities outside the legal struc-
ture”. The entire informal sector according to ILD
includes approximately 60% of peruvians.

Opinions of what other experts consider that the sector

represents in the urban PEA indicate percentages varying
from 33% to 50%.
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Some Sources estimate "that one hundred thousand micro
producers operate in Metropolitan Lima.

Considering: (a) Urban Lima PEA at 2'000,000, (b) 33% of
participation by the informal sector and (c¢) the percentage
structure of the MTPS report, the following estimate of
workers in the informal sector is reached:

‘Workers
Commerce 310,000
Manufacturing 231,000
Services. 86,000
Transportation 33,000

Total 660,000

SE=ESZST=

Considering an average number of workers per productive
unit of between 1.0 and 1.5 for commercial activities and
at between 2 and 3 for manufacturing and service
activities, the number of micro retailers and micro
producers are approximately 250,000 and 130,000, +respec-
tively.

ACP's Executive Director has indicated that, according to
his estimates, the global number of micro retailers and
micro preducers is 800,000, He has no breakdown by type of
activity.

In any case, the magnitude of the informal sector is such
that the demand for ACP's services does not represent a
restriction for the expansion of activities.

Projections of credit volume

The Institution has no updated forecasts covering the vo-
lume of loans to be granted on which we could express our
opinion and perform an analysis of the expectations of
the project.

Due to the indicated reascn, we have made projections of
the number and amount of loans for the next 4 semesters.
These . projections are those . that would result from
maintaining the present trend without adopting <corrective
measures.

N
Projections as to training and advisory services are Hot
considered in view of the fact that budgets covering future
performance result from pre-established programs and not
from historical trends.
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. Projection bases and assumptions

The projections were elaborated ‘as follows:

a) At the southern office (1) the lineal r2gression method
has been used for projecting the 1loans to micro
. producers and wicro retailers.

b) At the northern office (I1) two assumptions were made:

. For micro producers, the number of credits budgeted in
the OPG proposal have been considered due to the fact
that the granting of these loans only began  in

February 1986. The amounts of the Tloans were
. determined by multiplying the number c¢i credi’s by the
- following average amounts per loan: 2nd. semester

1986, U.S.$862; 1st. semester 1987, U.S.$1,150; 2nd.
semester 1987, U.S.$1,437 and lst.. semester 1988,
U.S.$1,500; assumed 1in accordance with ACP current
progressive scale of loans for first and subsequent
-credits. = '

. For micro retailers, the same rate of growth in the
number of credits of the southern cffice was assumed.
The amount of the loans was determined by multiplying
the number of credits by the average amount per loan
of the southern office obtained in the first scmester

of 1986. : ’ -

c) At the weastern ({III) and western (I¥) offices two

assumptions were considered:

.- For micro producers, the number of credits ~was
-established based on the OPG proposal for the 2Znd.
semester of 1986 and then on a growth rate -equal tv
that of the northern office for 18987. The amount of
loans were determined by multipliying the number of
credits by the average amount per loan considered by
the northern office indicated in (b).

. For micro retailers, the number of credits has been
established on the basis of the OPG pvoposal for the
second semester of 1986 and 1st. semester of 1987,
For the 2nd. semester of 1987 the same rate of growth
has been assumed as for the preceding semesters. The
amount of loans was determined by multiplying the
number of <credits by the average amgunt per loan
considered by the northern office. v

Tahle 7.1 on the following page contains the number and
amount of loans projected in accordance with the mentioned
bases and taking into consideration a margian of variation
of + or - 156%. '
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'Comﬁarﬁson'gj projections with O0PG propesal

"Tﬁé comparison of the averége projected figures with those

originally Dbudgeted in the O0OPG propesal for the Tlast
quarter of the project period, that is, the 2nd. semester
of 1987, is made for the purposc of evaluating 1in advance

- the level of activity that the Institution would reach at-

the termination of the OPG project maintaining the present

. trend and not adopting recommendations for improvement,

Micro Producers

oo XII Quérter of the Project ...

, 098 .
- Projection Propusal Difference
NUMBER
Southern office - - 180 186 (6)
Northern office ' . 180 180 - (6)
Eastern off” :e 100 18% (86)
Western office 100 188 (86)
" Total . 560 744 (184)
U.S. DOLLARS (IN THOUSANDS)
Southern office 273 100 173
Northern office 258 100 158
Eastern office 144 10D . 44
Nestern office 144 100 44
Total C 819 400 419

- - - - - - e
—_—— -—- -

According to projections as to loans ig micro producers,
the following is expected in the 1last quarter of the

- project:

. That the southern and northern offices place practically
the same number of loans as budgeted jz the OPG proposal,
but with an average of 166% more in the amount of the
loans. -

. That the castern and western offices place a lower number
of loans than budgeted in the OPG preposal, but with an
average of 44% more in the umount of ke loans. . .

. That the Institution places twice the amount of loans
established in the OPG proposal.
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. Micro Retailers

ees XII Quarler of the Project ...

OPG
Projection Proposal Difference

NUMBER

Southcrn office 752 72 680
= Northern office 515 72 : 443

" Eastern office . 108 X 72 . 36

Western office 108 12 . 36

Total 1,483 288 1,195

U.S. DOLLARS {(IN THOUSANDS)

Southern office . 327 - 27. 300

Northern office , 224 27 197

Eastern office .47 27 2

Hestern office - 47 27 20

Total " 645 108 537

According to the projecticns, it is expected that the
following shall occur in the last guarter of the project
with regard to lcans to micro retailers. ' ~

. That the southern and northern cffices place an average
of 9 and 10 times the number and amount ©f loans budgcted
in the OPG propocsal, respectively.

. That the weastern and western offices 3place a 1larger
number of c¢redits and amount of loans of 30% and 74% over
. the figures budgeted in the OPG proposal, respectively.

. That the Institution places 6 times the amount of loans
established in the OPG proposal.

Summarizing, global expectaticns are substantially higher
than those set forth in the OPG proposal as to the volume
of the <credit services at the conclusion of the OPG
project, estimating that in the last semester the amount of
loans granted to micro producers and microe retailers will
be 2 and 6 times, respectively, the amosznts originally
budgeted, A
e

The projections aiso indicate that the proportion of loans
placed with micro retailers in relation to the total will
be significantly greater than that contemplated in the
proposal.

~ 75 =



-----
J

7

The 1level of credit activity, measured by the amount of
loans per semester, is as follows:: ‘ :

U.S.% Dollars
(in thousands)

Southern -office . 1,200
Northern office : 965
Eastern office 381
Western office _ - . 381
Total . ' 2,927

[

Considgering-a + or - 15% margin of variation, the average
level  of activity projected per office 1is estimated at
betweern U.S$.$600,000 and U.S.$800,000. . The incidence of
the Institution': total operating costs - including

- training and advisory service costs - for - -these levels 1is

.2

“high as indicated below:

\ ‘ Effective Cost Rate
MP MR Average(l)

Activ%ty level - semester

U.S.$600,000 : o 20 29 27

U.S5.5800,000 e ) 15 20 16

(1) The average has been calculated according to MP and MR
loans projected for the end of the projecct period.

We note that, even though the projections are much higher
than the OPG proposal, the level of activity at the end of
the OPG project would be inadequate to ensure ACP operating
without support donations.

FINAL. RECOMMENDATICNS

ACF should estabiish operating objectives that would permit
it to become an .conomically viable Institution. To
accomplish this the global goals that we believe should be
established in the short term (4 semesters) are the
following: .

. Average loans granted of U.* $1'000,000 per office; that
is, U.S.$4'000,000 for the institution in total.

. Channel credit fund resources to placing 90% of loans to
micro producers and 10% to micro retailers.

. Jncrease " the c¢redit fund to U.S.$1'900.000 to cover
~capital requirements to maintain the portfolio.
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.- Reduce the incidence of the costs of the credit service
to 12% by increasing the level of activity, channciling
90% of funds to micro producer c¢redits and reduction in
expenses from efficiency and eliminating unnecessary
expenses.

. Cover tra1n1ng and adv1sory service costs by income from
“these services.,

The comparison of the - goals and expected resuTts with
the prOJectwons for the short term (4 semesters) 1is as
follows: S

: Goals Projection
. Semester loans (U.S.$ 000,s)
Mp 2,920 1,790
MR o 1,080 - 1,470
- Total R 4,000 3,260
. Portfolio (U.S.$ 000's)
MP 1,700 1,050
MR - . o 190 " 260
Total ‘ . 1,890 .. 1,310
~ Number of credits . .
MP 1,460 1,190
MR _ 1,800 3,380
Total . . 3,260 4,570
. Average operating cost of
credit (1) ‘j12% 16%
. Average operating cost of
training and advisory E
services (1) 6% 8%

(1) Expressed at annual effective rate.

It can be observed that the level of activity per the goals
is greater than the projection by 22% achieving a marked
_reduction in the incidence of the operating costs from an
annual effective rate of 24% (considering cests of <credit,
training -and advisory services) to 18%.

The economic impact of the project would alse be benefited,
estimating +that the greater number of credits to micro
producers would give rise to 900 jobs and 8 million dollars
of direct and 1nd1rect value added in excess of the

f:projection.
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" The-actions that we believe should be taken to consolidate -
-~ the “program, improve c¢fficiency in ‘providing credits, -
training ~and advisory secrvices. and attain economic self -
sufficiency are as folilows: o

ECONOMIC ASPECTS

“Function as an intermediary credit institstion

~-ACP should function as 1n intermediary credit dinstitviion
with  a Tfinancial margin - determined by the difference
betweeen the rate of interest on the souvce of funds and
the rate on loans to borrowers - that. wouid cover -its
operating costs on the credit service. ‘

To operate solelv with its own funds dees not ensure
permanent operation due to the fact that the effective
‘vzves of interest that are charged to the beneficiaries of
thke program are negative in relation to imflation, which
resulcs in the vatue of the funds rapidly decreasing.

~Calculations indicate that witanin 3 years the value of the
funds will drrp by between 50% and 4u% o7 the original

-value 1f annuual percentages of inflation of €0% and 70%,

respactively are considered and should it e necessary to
gover .all of the Instituticn's operating coests by means of
income .rom interest. ‘ : '

If we consider: (a) a Tevel of activity for credits of
U.S.$1'000,000 per office and per semester and (b) 90% of
the f{funds destined to loans to micro w»roducers, the
financial margin required to cover the <total oJperating
‘costs of the credit activity would be 12% anmually.

The options considered for »btaining funds in sufficient
quantities and that would result in an adeguate financial
“margin are as follows:

. Establish a credit line with the Central? Reserve Bank
(BCR) to be used for granting credits to the informal
sector at maximum interest rates with a ©inancial margin
for acting as intermediary.

The benefits of the projected impact om the national
economy - see secticr 4.0 - are sufficismt reasons for
the government to establish this credit 1ime. -

On the other hand, given that (a) in teans of mwmaney
between persons outside the financizl system the
collection of commissions or other charges are not
permitted and (b) %he intermediary financial margin may
not cover the expected operating costs. of the credit
activity at efficient operating levels, %t is suggested




that ‘the possibility of o5 tab]1sh1ng a legal entity
~different from ACP  to render - training and advisory

services be studied. This new institutionm could collect

a "f]at“'percenmage on the loans tec caovey the costs of
these services and leave a surplus to cower part of the
costs of the credit service. ‘

“The "fla*" percentage would be or the order of 2% for

* loans of 6 months and 0.6% for loans of 8 weeks, which
“would cuver operating costs of training and advisory
services and also leave a margin., .

The training services idincluded - in the percentages
collected would be anly orientation didiscussions and
courses on introduction to management of a business.
Courses on production and administrative te&chniques would
be collected for from course participants.

. Funds received by . the 1nternediary ‘institution from
private companies to grant loans to micre businesses.

. This opt1on has the disadvantage that imterest received
. by the companies on their funds is subject to income tax .
as they are not financial entities. Consequently,
government dispositions making these operations ex empt
from income tax would contribute to obtaining these

funds.

. hgreements with banks or other financial imstitutions to
“establish credit lines for micro business persons with a
.financial margin for the institution.

There 1is evidence that banks - would be prepared to
participate in a loan program for the inrermal sector.

Increment of the level of credit activity and the
channelling of resources to micro producers

It is necessary for ACP to incréase the wolume of its
credit operations to reduce the incidente of operating
costs. i

An average level of activity per office of loans totalling
U.5.$1'000,000 each semester could be a goal feasible of
attaining over the short term adopting the following meas-
ures:

. A reduction in the normal repayment period of first,K and
second credits to micro prodvcers from & to 4 and” 5

months, respectively.

. To consider loans for a specific canpafign" - school,
.independcence day, christmas, etc. - as repayable at. *he'
conclusion of the campaign. ,



. To' channel 90% of avai1db1e funds to micro producer
loans, limiting loans ‘to m1cro retailers to 10% of funds.

« To increase the amount of each loan to micro reta11ers of
the soutnern office to levels similar to those of . the
northern office. This . implies a 60% increase by the
southern office.

. To adjust quarterly the Inti amount of each loan granted
" in order LO maintain the purchasing power of the loan.

. To develop a marketing program for the promotion of the
credits aimed at micro producers with the assistance of
an ~expert in the area to collaborate the visits of the
promoters of the zones and the promotien being carried
out by current beneficiaries.’

Increase of the fund

For the purpose of grantvng loans of U(.S5.$1'000,000 each
_semester as an average for each office and to channel 80%
of the amount of loans to micro producers, it is necessary.
-for the Institution to ‘increase the amount of the fund to
“approximately U.S.$1°900,000.

‘Increase of income from training services

The " global training cost is estimated at 18% of the- tota}

cost of the Institution. Income from tnis service during
the first semester of 1986 covered nnly 1jé of the costs
attributed to <training. Out of the -total of 1,588

participants, only 273 attended non-free courses.

Corrective measures recommended for changing the previous
situation and to increase training income are as 7ollows:

. Establish the procedure that no course ix free and that
the fee for the course should cover its CQSL, except for
Justified exceptions approved by the Executive Director.

. Program courses covering material havisg a practical
application and which motivate attendance. See recommen-
dations concerning training on page 83 . :

. Establish that during advisory visits, promoters are to
review and reinforce the application of courses, carrying

out a promotional function for course attendance. ‘
CE

. Obtain participation of university students to reduce
expenses. , :

. Develop with the aid of an expert a marketirg program for
promot1ng courses. :
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> Control of the Institution's operating costs

In addition to emphasizing the granting uf loans to micro
producers which reduces credit handling costs, the
Institution shnould control its operating costs with the
object of veducing their incidence in the cost of the

services.
. To.accomplish the preceding, we recommend:
. The implementation of accounting by cost center.

+ The implementation of a sys{em of budgets and budgetary
control of expenses.

. Maintain the a<counting up to date.

. The implementation of a plan for the reduction of costs,
analysing the percentage reiationship of tne costs and
obtain savings in the items of greater incidence that may
be reduced without affecting the achievement of the
objectives of the Institution.

Financial Management

The investment in CBME made with collectioms of loans made
with furds under the lst. BID agreement and with funds of
.the Institution has not produced an adequste yield since
.Ju]y 1986, at which date the peruvian govermment suspended

their redenpt1on and payment in Fore1gn currancy and froze
the exchange rate of the CBME

“Speculative operations, such as lookiag towards a
devaiuation ton produce a greater benefit then interest in
local currency, does not correspond to the objectives of
the institution and should not be considered. .

We recommend that ACP redeem in local currency the CBME
held and wuse the funds *“o make loans to micro business
persons.

INSTITUTIONAL REINFORCEMENT

Organization . .

It dis necessary th:t a new orgdn1zat1ona¥ structure be
inplemented considering: :

. The decentralization of the management amd supervision
duties for which the Executive Director is at present
reponsible, reducing the number of positieams that report
directly to him from 14 to approximately &alf that many,
establishing managers with authority ané responsibility
for functional areas. -



", The establishment of functional committees (planning,
budgeting, EDP, etc. ), restricting the functions of the
committee to the coordination of duties wh1ch requires
part1c1pat1on of all departments. :

. The.a551gnment of the Institution financial administra-
tion functions to an executive who is an expert in this
area. : :

The new organization should be approved by the Bodrd of
Directors and formalized by means of the elaboratlon of a
manual of organization and functions.

Procedures ' p

It is necessary to perform activities in order to
rationalize the administration of the institution,
establishing procedures that are 1in -harmony with the
principles of internal c¢control of the functional areas and
with the computerized systems to be developed. '

The procedures should be formally established by means of a
manual which contains for each procedure:

Objective and scope

- Operating standards

Description
- Fiow charts
- Forms

Weaknesses -encountered in relaticn to existing procedures
are discussed u:ader section 5.2 on page 54.

Computer Systems (EDP)

The wunsatisfactory progress of the computerized systems
illustrates the need for reinforcing and securing an
organic development of these systcms, for which we
recommend the following measures:

. The organization of the EDP dejartment consisting of the
following departmental personnel: head of EDP, an

.analyst-programmer (during the period required for
developing and impiementing systems) and an operatqr.
Establish a systems committee.

v
(2
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‘Chanq1ng the 10 mb di'sk installed in the present computer
for .a 20 mb disk and defining the possibility of

“purchasing a computer unit that will enable the systems
to be developed over the short and long: terms to be
implemented, L

. The development of systems.in an integrated manner with
“adequate documentation. The systems should at least
include the following: o

- Granting, controlling and recovering of loans replacing
the current application which is defichent.

o

- Accounting

- Payéo]]s'

-~ Fixed assets

- Budgetary control
"= Financial reports

Section 5.3 on page 59 contains the deta11 af matters con-
cerning EDP commented on here.

TRAINING AND ADVISORY SERVfCES

A greater interrelationship between the crurses and the
advisory services to beneficiaries of dhe Institution
should be achieved to ensure that: {a) ithe courses are
applicable and practical, and (b) the advisury services are
oriented towards putting the courses ints practice and
verifying the suitability of the courses.

Actions that we consider should be taken anx:
. The programming of technical courses for micro producers

who during the survey stated their dnterest 1in the
following subjects:
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Activity . ' .~ Jechniques in

Knitwear - Embroidery with !n1tt1ng nachwne
" . Knitwear design

Jresswear ' Industrial cuttiag and cenfection
[ 1] R

Dresswear design
" : Cutting and confection

-Footwear - Finishings
o - Footwear design
Mechanics - Automotive electricity
1]

Gasoline engines
! : Automotive mecharics
Wood carpentry Machinery mainternance
. " JFurniture design
Furniture firishimg

‘
i . ]

Metallic carpentry Carpentry metallic lathing
Upholstery Upholstery for awvtomobiles
" . Upholstery for furniture
Bakery * Elaboration c¢f cakes and pastries
‘ " Decoration of cakes and pastries
Handicrafts Wood handicrafts
. ! » Toy handicrafts _
Photography ‘. Colour development and photori-
nishing
Cooking. Confectionary and cooking

The preparation of specific app11ca»10n ofi the courses 1in
administration techniques in the folliawing fields:

making of footwear, bakery, making of dresses, making of
knitwear and wood carpentry. For example, for each
activity prepare a standard furm for calmelating costs,
describe marketing practices, etc.

Where specialized assistance is required make
arrangements with educational entities d#wr giving the
courses - entities such as IDAMPEI - SEIXTI which give

most of the technical courses listed abovz.

Evaluate the application and practicakility of the
courses during the prowoters advisory services; the
promoters should periodically issue datailed written
reports.

Study the p0551b111ty of requiring the app11cat10n of
certain administrative techniques (acc&wntmng, ests,
etc.) by micro producers of a certain size and anount of
loan received.

The preparation of a training program coataining princi-
pally:

- Definition of the objectives of the courses anda
" modules.
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~

- Date and timotable of the brogrammed courses.

-~ Prices for the courses.

- Basic outlines to be followed by imnstructors for
' teaching the courses. ‘

. Budget of the program containing: forecast of the
number of participants, income, direct <costs - and
margin of the courses. ‘ '

. The preparation of periodical reports by each zonal
office and at JInstitution level for thz control of the
training program., ’

TECHNICAL ASSISTANCE TO ACP

The technical assistance that we consider #s required by
the 1Institution 1is related to the area of institutional
.reinforcement in the following aspects:

. Organizationai =~ To define a functional structure of the
entity and establishing administrative procedures,
principally relating to computerized systems to be
developed.

. Accounting system - To design the accounting system

- (chart of accounts, accounting procedures. records and
reports) and assisting in the implementaticn of the sys-
tem with the computer,

. Budget and budgetary control « Elaborate a budget and
budgetary control system for the entity; by cost center
and by type of loan (MP and MR).

. Marketing advice - To promote the credit services *o
micro producers and for promoting training courses.

The Institution as financed under the 2nd. BID Agreement is
to contract 3 experts in the areas of ¥inance, sncio-
economic evaluation and system analysis, each to work for
12 months at the northern office and other new offices.’
These experts will in practice advise the entire
institution; therefore, assistance in these areas is not
being considered. E
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: . : ‘ . ) SCHEDWLE 234
ACCION CONUNTTARIA DEL PERU oL ‘ , : elmbmm s

COMPARATIVE TABLE OF BUDGETED LOANS GRANTED VS, ACTUAL

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

L Y e

--=1V QUAETER i984--~ ===~~~ YEAR {9@0-=~--- ---1 SEHESTER 198b——- ----moem- TGT AL =memmmnnen
BUDGET. ACTUAL VARIAT. BUDGET. ACTUAL VARIAT, BUDGET. ACTUAL VARIAT. BUDGET. ACTUAL VARIAT, 1%

M m tmEr mEEeEe R C S aEE SRR e R e e mm G e e G e e iAo imse e -

NUKGER OF LOANS ,
First Tiwe Crediter | oo

“Office ] < 105 ) M (1) d20 0 wd 0 (318) - 240 117 {93} 135 255 (450) {-S}.' )
Gffice 11 0 ¢ 0 33 0 (31%) 210 1§ {131 529 19 {(S08)  (%6)
Office 111 ’ 0 ¢ 0 35 0 (3% 175 2 {173) 210 . 2 (208) (9%)-
Office iV . ¢ 0 i3 ¢ (3%) {75 9 {166) 210 5 (201) (%)

. TOTAL 105 34 (1) 809 104 (701) 770 47 T (623) 1,480 283 {3,399 {8%v
Credi{g Granted:

CCFfice ] ' §20 154 34 (37 453 o2y i {3%) 1,149 azd (22%) - {20
Bffice i1 - 0 0 Q 360 0 (360 23 R {300) b5¢ 3A (6EG) (350
fice 111 - 0 0 0 15 0 {35) 130 13 (1779} 225 13 (212 134)
Office 1V 0 d 0 38 035 190 g {181) 229 9 (21R) (9%)
TOTAL 120 15 1,087 4 (£5d) 1,08% 395 (6%3) 2,25% ° 982 (I,31%y (87

< U,S.DALLARS Lin thousands)

Loans Granted:

(ffice 1 (1) . ' . :
Otfice 11 ] 0 0 0 137 ¢ (137) 164 3 {(§33) 301 3 (270)  (30)
Office 11 0 0 0 12 0 (D) 70 62 28 &2 42 46) (49
0ffice 1V ¢ 2 0 . ¢ (12) 70 7 {63) 82 1 (7%) (92
TOTAL ¢ 9 ¢ 161 0 (161) 304 80 (224) 4635 8% (365) (83)
Recoveries:

Nftice 1 (1)

Oftice il a ¢ it 7 ¢ (s7) 106 13 {(113) KN 13 (i70)  {33;
Office 111 ¢ 0 0 0 0 it 25 29 4 25 29 1
office JV 't ‘ 0 0 f 0 0 25 i (24) 2% i (z8) (%3

T0TAL . 0 ] ¢ 57 0 (3N 176 i (1337 233 43 (130) (82)
DIFFERERCE () 0 0 0 104 ¢ (104) 12€d 37 (31) 232 . & (195

PR E N BAEREE CUCEALEN READARL FAL— RN YRR AErM bamEENN HMh NG SEESREGR SmERGuem SR eema e maee
ERSZIZr JQLNIZSZ ISSISSI TSTISIC KNS EI NIRIEDID SSTNSSSI LSCCST SSSCSTS SSTmaoEt Fuooes IDaaast

(1) Figures are not shown, heceuse in accordance with Lhe 0°0 Proposal funds exict to cover this effice.

(2)-Correcponds to the balance of princips] to ke recovered, denominzted *Valor del Forde Crediticio® in
the JFG Proposal, _ . ' i
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S . : . - SCHEDULE 28
©RCCAEY CONMITARLA DEL PERU o : '
CORE*TBI1NE TABLE OF EUDGETED LOANS GRANTED VS; ACTUAL
© KICRO RETAILERS : : y B
w1V QUARTER 15Gdmmv mmmmee YEAR 1965~ --n-- T L S —— T R ——

BUBGET. KCTUAL VARTAT, RUDGET, ACTUEL VARIAT. BUDGET, ACTUAL MARIAY. BUDGET. ACTURL W.RIAT, X

(4B EmEmEEEN MEME e W RArROR e B MEEaN ¢ R G A: e MW dets  MameleaeT I MG EiaA R S seamm A Siom

-

Rubie R OF LOANS

Firet Tine Credite: N
Gffice | : L 30 9% M 111 11y 74 168 380 nooo1%
Office 11 (VI | 0 % 197 104 i 3 25 46 200 20 8%
Otfice 111 ¢ 0 0 { 0 0 48 0 (48 43 0 (48) (100)
Office 1V 0 0 o 0 0 0 & 48 (2) B b (zy &)
TOTAL d 30 192 404 212 192 236 - &6 Qe 65 Mmoo
Cfedits Granted: .
Gifice ! 2% 74 PN DY B B 3| 141,138 Rk 45 3,0 D,
Gffice 14 0 ¢ 0 20 597 397 TR S 1,080 T
0ftice 111 ~ 0 0 0 0 0 0 9 0 (%) 96 0 CINEY
Gftice 1V 0 0 0 0 0 0 %52 (44) 94 52 443 {4e)
" TOTAL 2% 25 SiT02,263 1,7 4R L& L3RG 1,032 4,398 336k 3R
US.DOLLARE (in thousands)
Loars Granted: . . _
it | e 204 195 104 657 533 sS4 495 44 167 1,38 iRy TI2
Gffice 11 0 0 8 2%, 20 S 53 dED 40 833 £53 495
Office 111 0 0 0 0 6 -0 2 0 (3D 32 0 (32) (100)
Office 1V o 0 0 0 0 0 2012y 32 2 (20) (&3
T0TAL 9 204 {95 19 953 743 {72 1,044 &7 . 3 2,701 1,8 493
Pecoveries:
0ffice ! : AV 123 9§ &7 578 S 4% 4l 157 1,2.7 138 T
0ffice 11 0 0 0 % 2 146 S48 4o 136 763 83 4t
0ffice 111 o 0 0 L) 0 ¢ z o (22 22 8 (25 (169)
Office 19 o) 0 9 0 0 ) ? 6 (16) 22 S {16y (73
TRTAL 4 125 12 175 899 ¢ 152 917 825 I3b 2,000 1AW A(S
----------------------------------------------- oo e ———————— --_-.._ e —m. vp -
DIFFERENCE (1) § 0N 14 15 %% 39 20 & 47 0 200 60

Emern mErmer CEems s EEEREES SEmeos maALSELS
SEZoZs SRISTT ZITRIIT TREESES SRIDER SesSeEs

(1) Correspands to the balance of principal .o be recovered, denominsted "Valor d€! Fondo Crediticio™ in
‘he GPG Proposal, '



“ACCION COMUNITARIA DEL PERY R : o SCHEDULE 3

> [STIMATED ORERATION COSTS - FIEST SEMESTER 1926

4 o 0 0 U e ey B e 8 s o 0 B O 00 G S e o fm e B O 0 O e e

(Expressed in U.5.Dollars) . 0P F1CES

OPERATING (08TS o PRINCIPAL GOUTHERN  NGRTHERN  EASTERN - RESTERR T OT AL

e 05 e et e e et e B e e e O e R e 02 0m B om - —— - e e mdm e ————

 PRESOMNEL EXPENSES:

Sslaries 19,198 6,117 Rat! 3,168 ' 993 37,550
Bonuses .98 1,35 - 1,1 M7 114 5,027
Vacations amn 658 204 330 I8 2,027
Teeporary eaployees : 1,441 . 0 0 0 0 1,441
Snacks . + 187 R (AT o, 13 23 30
Trentpertation : 229 W RN 136 160 1,763
Secial laws 1,007 1,924 1,418 931 1007 9,937
Total ) 23,544 - 10,372 8,897 9,485 T8N 94,125
BEEVICES FRGH OTHERS: )
Insurance 4% i1 4 0 0 49
Frofresional fees 1632 (UR 0 0 0 14,632
Feivtenance of effice and equipaent 1,688 30! 597 §33 al¥ 4,808
Kaivterance ¢f nicrocoapuler 606 it 0 0 ¢ . &6
Light and water | : 354 R 81 o 49 640
Frinle aatterials . 28 994 1,030 1,022 %2 4,048
CThire perly services 4 141 35 209 e 835
hiscelianeous 957 3¢ & S 1,083
. Total : 18,785 1,961 2,541 2,183 ) 27,261
KISCELLANEQUS CRARGES: _
Rent 327 éhd 2,194 172 1,57 4,416
Entertaingent 632 [ 0 138 0 70
Hicrocesputer supplies 836 0 ¢ 0 ¢ &
Travel expenses 382 0 0 0 0 - 382
Stationery . 98 1,251 13| N 2,9 4,474
Telephone 1,452 49 W 30 W 1,618
Fuel and oil 1,219 215 193 Kk £17 2,623
Lega! expenses : 1 7 7 1 1 35
Training ] 900 17 4 - 7 1,077
(ther ’ -8 209 178 218 hild 892
Total N : 5,200 3,095 3156 14434 4,838 17,125
TANES 10 ¢ 1 -0 4 21
PROVISIORS:
Depreciation 5,000 300 300 00 . 200 6,200
Severance indesnities {94 K3 368 251 259 1,663
Total L 5,194 £61 643 851 589 7,863
RITEC 23,000 0 0 0 0 26,000
{ 80,733 16,2t9 15,269 EICIO TR VX B M AR M

- - s m i EANE A S e mEa M e e
SLAITZIION TTOENRNNEIT TUDRISNICTIT DNDSSSRET JUSUTIRSS SEEEsoovss
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SCHEDULE 4

s e S e St Ao Soae

ACCION’CDMUNITARIA DEL [FERU
DISTRIBUTION OF TIME ASHIGNED TO EACH SERVICE
Expresed in %)

OFFICES

SOUTHERN NORTHERN EASTERN MESTERN

COORD IHATOR: (

- Credits . ; &HOQ 60 60 &0
Training 20 30 A 30
fdvisory Servicaes 20 iQ 10 1Q
Total 100 100 100 - 100
FROMOTER?

Credits GO 70 70 70
Training 10 10 10 10

Advisory Services 30 ' =2Q 20 20
Totsal . . 100 100 100 100
SECRETARY: .
Credits - 3% QoS 3 95
Training : v} S G I
Advisory Services Q Q Q Q
Total ' 100 100 . 100 100
OFFICE ASSISTANT:

Credits 100 Q 100 100
Training 0 6] ¢ Q
Advisory Services 0 < . Q Q
Taotal 100 ' Q 100 100
INGTRUCTOR:

Credits _ 0 0 O G
Training : 100 Q O ¢]
addvisory Services Q 0 4] 0

Total 100 Q Q Q

e el e e e N T
ERILINEESEIN SN RNESNl eCExmamst mmmamsmessm:
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. | SCHEDULE 6k

ACCIDN'CDMUNITAHIA DEL PERL

INCIDENCE'DF'UPEHATING CGOSTS

TS S50 0o O 4 B Prae S b 't 41t ek S 8 A e VR o iR i A T N T (R

' M.PHDDUCEHS M.RETAILERS TOTAL

ot s s e W v e boim e o el S S $ = T T i o S e s S i

“Loang . (LIS%) TEGE, 000 1,044, 000 1,636,000

” - ,--
- '. ¢
Loan Eguivalents-— , .
six months 7 . G2, 000 T 309,000 (1) D01, 000
_‘ .
Perceritayge 307% RY YA 100,0%
Operating Costs &0, Q00 31,300 71,300
Ratio (Zy 10, 1% L 0% 5L e
Notes: (1) Figure obtained by dividing U.S.% 1,0dd,0D0 hy T.358
P ‘ te consider the eguivalent of an & week loan with
another loan of & months.
(2) Percentage chtained by dividing operating costs hy
the amount of loans.
;
! 3

L
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| . P | . . -SCHEDULE 7
S B R o . 1of 3

'ACCION COMUNITARIA DEL PERU
CENCUESTA

- E-—$-—F-E-F-R-R-R-R+R-H-§-3-8 -4
1. mebre‘de'1a CMPresSa/Propietario: weueeeeeessassesencassaceosssoossss
2. Ubicacidn: ...........................;......;.;.ﬂ.......,......,..;
B DIiStritol veaveeesoecssssassnccnsscsocoonsasssone - CONO: sevvnenens
4.'Hoide arupo:. ...... No de préstahos recibidos: ......
' ' Fecha del primer p?éstamo: cea cas aes

"'Actividad: OQI'(.O’...I.I.I'.‘,l......l...’....lQ.‘."....Q....(...O..O

6. Clasificacién de los meses segin el nivel de ventas

Temporada Meses (marque con una X) " No

Baja . EFMAMJIJIASOND e

Normal : EFMAMJIJIAS OND ce iaoe

Alta EFMHANIIASOND  eevens
Total 12

7. cudl es el nlmero de personas que trabaja en su taller?

--------- Antes cdel proyectomeem====||[=c=cccmcccaemPresant@m-mwm-mem==-
BAJA NORMAL ALTA BAJA ; NORMAL ALTA ]
Namero Namero Nimero Ndmero | Namero Ndmero |
H M To Ddi{H M To Dd{H M To Dd{{H M To DdiH M To Dd|H M To Ddj
e o mem mm|om o= e mmlee e e mmlre me e cmflee e e me]ee .. e .“!

‘Pro}’. L2 ] e ¢ L IS 2 e LN J LR J ® & LR 1 LR 1 [ 2N ] ¢+ @ e e & * @ L * @ 6.‘ LN LN * & ¢ o e @ * @ . e
Faml .. LR L L 2K J LN J LN 2 L BN J e O . o [ 2N 3 LN J L ) L R 2 L * 0 * O L ) ' . @ L Y 0.7 LI 3 LN ] 0.‘ e e
‘Trab. * e L ) L3N ] L K ) LN ) .« 9 L . @ LI ) * L L ] 0.’ * @ L ] * & - ¢ * & * @ * [ N ] LN ] L N 1 * 9
Al)r‘e. LN J LN 2 e @ LN 4 LN J * o L N 4 LN ) L . 0 * T 9 LN 4 L N ) e @ LN 3 :0. e o L N ) '.. * & LN ) LI 3 e @

1
Tota] * o LK ] LK LK L] ‘. @ ¢ # s & * o * 0 * & LI L) e @ ¢ o . e :0 2 e 4 . & , 0 ¢ @ > & [ ] .f

Thedicacidn: l=tiempo complete (8 horas)
0.5=medio tiempo
0.25=un cuarto de tiecmpo
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8. Cudl es el nivel promed1o de los 5a1arlos (1/. por semana)

. Antes del proyecto Presentc
Pr‘op’ietario .’00.0’00'000000000. ..OQ'V..'.QQI.....
.Fami]iar‘e's V .‘.0..(."'...!‘.'0’.. OGCCI...‘...Q...?.
Tr‘abajador‘es .."I..l..‘l;...lt. : .....‘.‘Q....C‘....I
Aprendices | ® S 0 0 @ & 6 8 O B Q& 4T O B oo .VtQQQQOQO—OOOQO(“..
"9, Brinda algunos de estos beneficios? (anotar si © noj

Refrigerio ceee Uniforme’ saes

Movilidad cees Seguro social .... Y
Otl‘o 6 ¢ ¢ 0 0 ¢ 8 & 0 0 0 609 90O O ODROOUEERSTELEPEE, *

10. Cudl es el nivel mensual de sus ventas (1/.)?
' T.Baja . T. Norma] T.Alta

Antes del proyecto mssseunat  seeesvrse seseaveoe
Presente ® 08 c e o ¢ ¢ ¢ 000 00 em e s 00
A O_Uienes \"ende: 0'!DOQCOQI.OAQO.GOQCIQOOG.QIQOCQ.‘...'.

11, Cudl es el nivel del volumen dec compras (I1/.)?
T.Baja TJlormal ToAlta

AnteS' de] proyecto ’ ® ¢ ¢ 00 e 0w ¢ s e Hh e 0 AR RS
Presente ® &0 03 0 e 2 9 0 & 0 230 w0 o0

12. Cuénto paga mensualmente por:
T.Baja T.Normal T.Alta

Energia eesesesn  seesaece exesieca
Servicio de terceros cesseire seseeses amessess

.
,Otr‘os insumos s ¢ & o 5 P 8 S ¢ & & 9 & 9 & @ % & 9 ¢ 9 60

13, Cudnto es lo méximo que podria nroducir mensualaente con sus

instalaciones actuales? Antes del proyecto Ifeeeieeonnans
Presente ¢ S

14, Qué uso le da a los créditos de ACP? (colocar si o no)
Compra de materiales: ...,
Adquisicidn de equipo y/o maquinaria: .....
Otl‘os ® 6 8 8 0. C ¢ 8 @ & 50 ¢ & 6 0 s SNt PR SN RG

Inversidn realizada decsde el primer préstamoz I/. veeeceescoesse




g . , .+ .. ' SCHEDULE 7
R o o . 3 0f 3

CAPACITACION
15. A qué cursos dictados por ACP ha asistido? eevecscescnasess
(si es ninguno pasar al No 18) ~ w

16. Los considerd prdcticos? Si eiee  NO  ouus
17. Por qQué? (Pregurtar en qus 10 apPlicl) teveeroceceeaansooiacasans

...‘.‘....O'O.‘..OQC...Q3..‘.....‘..0.1....l..".‘.1......0‘0..0.

R .
16, Por qué no ha asistido a los cursos de ACP?

. e
i9. Qué cursos desearia que se diptaran? S seesescsesserenons
20. Cree que a cursos de Asistencia Técnica si asistirfa?

Grado de interés 1.Béjo;... 2.Medio...s 3.ATt0....
21. Qué curs&s de Asistencia Técnica requeriria? ‘
ASESORTA .
22. Ha recibido visitas de asesoria? Si .... No ceis
23. Cuéntas,‘desde que recibid el ler crédito? ..ieevee.
24, Que temas ha tratado? R R R R R
25, Considera précticos los temas tratados? ST weee N ...,
26. Por qué? (Preguntar en qUé 10 aplicd) eierriieneacecrvacoveaanss
k] LA AN BB N I IE N N A I I R R R I I R I I R I I I R S I I I R N R I I N A N S AN A N I A S I R I

27. En qué necesita aSeSOrTaA? veeeececorrosorsscosansesvocaccooanas

' CREDITOS . : 5
28. Qud dificuitades tiene en la consecucidn de créditos? Sobre:

u .
b1ontos: ‘...0..'..l.'.C0.....VPQI.....'.Q.'O..Q.‘I‘.."stl»i:!et..

Pr‘oced‘imientos: LI I I I Y B B B B N IEE R B Y BN I N B BN DN B BN BE B NN N BN N RN BN NN BN B A IR B AR B

p]azosycondiciones: (2 B I N BN AN 2 AN I B K R I N I I I I N A SR R B R N I Y R I B BRI B

+ .
OtrOSo @ 6 8 0 8 & 0 % 2 8 0P B S S H L OO LSO LA NE N OGBS NS Y S E eSS L
. v

(A



No.
SOUTHER

01
02
03
04

05
06

07
08
09

10
11
12
13
14

29
30
31

.32

Schedule 8
I of 2

o

LIST.OF MICRO PRODUCERS SURVEYED

Proprietor's Namne

OFFICE;

Andres Carrion
Maria Murga
Juan Llanes
Hermogenes Chacco

Jose Diaz
liaria Diaz

Rubi Arias
Elba Yanavilca
Rufino Ayquipa

Bruna Gambini

Jorge Montero
German Quispe
Juan Cordova

Elsa Poma

Nelly Lavado
Casiano Mendoza
Agustin Ortega
Fulgencio Lerna
Jonas Victoriano
Domitila Juan de Dios
Juan Gomez

Flor Elias
Gilberto Chipana
Victor Mejia
Leonilda Sarmiento
Mario Solano
Manuel Arroyo
Tinoteo Suarez

Maximo Munive
Magna Bardales
Paulino Velasquez

Agripina Gonzales

presswear

Activity

Tailoring

Dresswear confegction for young

Automobile electric services

Manufacture of footwear - shoewear
renewal

" Woord carpentry :
‘Bakery - bread, rusks and pastries

for sweet fitlings (alfajor)
confection .
on of plastic baby nanties
confec ion and knitted

Confectio

Dresswear
jumpers

Confection of Jw1pers and knitted
dresses

Manufacture of ladies'

Bakery - cakes

Wood carpentry

Confection of dresswear for young

T girls

Lathe mechanics

Wood carpeniry

Dresswear confection for adults

Wood carpentry :

Footwear manutacture

Confection of knitwear

Metallic carpentry

Confection of knitwear

Bakery - bread and cakes

Automobile upholstery

Restaurant

Wood carpentry

Tailoring

Workshop - mechanics, plat1ng and
painting of cars - buys-sells
cars v

Manufacture of fmotwear

Confection of knitwear jumpers

Confection of dresswear - jackets,
trousers

Confectionery and sponge- cakes

o

footwear

14



Proprietor's Name

-NORTHERN OFFICE:

HWESTERN

50
51
b2
63

54
55

56
EASTERN
57
58
- 59

60

Juan Secien
Valentin Condori
Damian Carrillo
Haydee VYargas

Teoma Huerta

Augusto Tafur
Efrain Narvaja
Anastacio Monotupa
Alicia Mantari
Julio Vargas

. 1sidrec Sanche:z

Fidel Quispe
Nelson Pinedo
Amalio Ferrer
Andres Cabana
Victor Martinez
Elva Herrera

OFFICE:

Santos Vasquez
Juan Poma
Guillermo Cantos
Elejalde Gonzales

Santiago Rojas
Jose Cerquin

Rafael Carrasco
OFFICE:

Betsi Pedroza
Jorge Ayala

Hector Hilari
Heriberto Azanero
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Activity

Wood carpentry

Dresswear confection - jackets

Wood carpentry

Craftsmanship of wood and bronze
pictures

Confection of a4dresswear - gymn
suits, shirts and suits for boys

Manufacture of ladies' footwear

Manufacture of footwear - renewal

“Tailoring

Crafttsmanship -~ Tamp-toys
Manufacture of footwear
Manufacture of focotwear for ladies
Furniture upholszery

Footwear -~ manufacture

Confection of knitwear Jjumpers
Manufacture of slippers for ladies
Wood carpentry

Confect1on of bc&sheets

Automotive mechanic

Manufacture of focotwear - renewal

Manufacture of footwear - renewal

Photography and sales of related
articles

Locksmith

Manufacture of br1efca°es, neces-
saires, purses - linings

Passenger transporiation service

Confection of dresswear for women
Restaurant - grocerystore
Confection of Kknitwear items
Carpentry - plated furniture
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¢ 7 SRIEE S .~ REPORTE SEMANAL BE PRESTAMOS No.
OFICINA TR RoerAaMAe | Tmem | pacim
! COD1GO No. CODIGO Ho.
' 0 L.E, MONTO I/ SEXQ | TIPO| GIRO |PREST}| 0 L.E. MONTO 1/ SEXO | TIPO { GIRQ jPRES
COORDIRALOR COORDINADOR
0 Ro. GRUIO: : - PLA20: wecmmean- 0 No. GRUPO: ' PLAZ0 —vccaeca-
e g e
A
- .
COORDINADSR T " | [COORDINADOR _ L
0 No. GRUPO: . PLAZO! o 0 Nc. GRUPO: PLA20 -onwa c———
COORDIRANOR COJRDINADOR
10O Bo, GRUPQ: . PLAZO: -eemeom- Q _No, GRUPO: PLAZO: —comesa-
i B -1
COORDIRADOR COOKDINADOR .
0 No. GRUPO: PLAZQ: w-enmwee 0 No. GRUPQ: PLAZO: vemcene-
- —
" CODIFICACION
TROGRAMA: TIPO: GIRO: (de acuerdo a fecha de datms) . No. Fr
MP: Micropiruwductor 1. MP = Grupo 11. Confecclones M., Abarrotes 41. Peluquerfa 1° Pré:
MN: Microncpociante 2, MP = Individ, 12, Carpinter{z 32, Bodegas 42, Restaurant 2°
3. MN _ 13, Calzado 33, Verduras 43, Rep.Radio, TV. - 3¢
SEXO: - . 4, Micro Scrv, 1. Artesanfe A, Carnicetda &iy, Rep iloctrodon, 4° .

Ty i . S, Proy. Especlol 15, Metnlwecdnica 35. Carne de aves 450 Renov, decalz, 27
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ACCION COXUNITARIA DEL PERY : e
NUKBER OF CREDITS AND LOANS GRANTED PROYECTION . o

- -

NURER GF CRLDITS.
Office ]

Office 11

0ffice 111

Qffice 1V

Total

LOANS GReRTED
(U,S.Bellars DC0)
Office !

Office I1

0ffice 171

Office 1V

Tetal

KICRO RETRILERS
NUNRER ©F CREDITS
Office 1

Office I1

Bffice 111

Office 3V

Tatal

LOANS GRANTED
(U.8.Doliars 006,)
Office 1

Uffice 1

0ffice 111

0ffice IV

Total

IT SLRESTER &6 1 éEN[SJER 87 11 SEMESTER 87

HINIHUM  NORMAL  MAXINUM  KININUN NORMAL  MAXTHUM HINIKUN  RORHAL  HAXTHUN

M i e GRS EErE MR R EEEN L R CRE NS RGN REG SRR EE MEEE NS -

244 287 330 219 2 N 306 360 41
162 19 219 PN 349 306 360 il
89 105 121 145 170 186 170 200 230
89 105 121 145 170 196 e 2900 230

B il b b TE bttt

R GREr SR NSMEERE mEm o AN ESERSAEL BGAE o mEE MC e RN ES S S e e e e

KT S I Y AL T I I I 5
B9 e e ¥ S W7 & s 5%
- S f04 le6 195 28 e 20T 30
77 91 f04  fe6 155 25 . w7 330

A T e e MR Ee e Eme e e Ge e R oe A i WU AN M e dnem e % ed e e e G e S e o 0

- NG EENEEE ERITRRRAR ERCEHCR NG AR T ENES G ERBEGE N ECGEe SE G W T IS oo e

622 1202 1382 1150 1333 155 12n 1505 1731
106 83 955 25 510 1116 871 1030 1189
a2 96 150 122 144 166 & 216 248
82 96 110 122 144 166 18¢ 216 243

i time RN EnREn GRS WS BRI B AS RN G Gm A e DM e P R e

RS EREr. EMREEReE MR EEEND EEAMEEAR CEREREREE RGO BERE R NG ERGS WSl

444 522 600 900 568 676 RN 634 b
300 360 415 358 627 485 1) 445 91d
35 42 48 33 63 12 & 94 08
35 42 43 33 63 12 47 94
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CONFIGURATION OF A COMPUTER UNIZ
(Wang VS-5 option)
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