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Overview of-Project URBE
 

The URBEConcept
 

On August 3, 1978, a tLO million loan agreement was concluded between the

United States and the Government of Panama. The agreement included an
additional authorization for 
 5.4 inillion of Housing Investment Guaranty (HIG)

funding which brought the amount of the package up 
to $15.4 million.
 
Counterpart funding from the Government of Panama raised the tctal 
amount to
 
t28.5 million for a period of 
five years.
 

The program included a family of components, each of which was 
to be supported
 
by a portion of the loan, as follows:
 

Small Businesses and Industries $ 3,000,000

Agro-Industry Projects 
 3,200,000
 
Transport Terminals 
 2,500,000
 
lousing 
 5,400,000
 
Technical Assistance 
 1,300,000
 

TOTAL $ 15,400,000
 

The project, designated "Rural Growth and Service Centers" by USAID, became

better known by its Spanish acronym, which was contracted from Proycto de
 
Desarrollo de Sistemas Urbanos Integrados to "Proyecto URBE."
 

The overall objective of Project URBE was to provide a comprehensive regional

development plan for western Panama in order 
to integrate that rcgion more
 
directly into the urban industrial, modern life of the nation. 
Project

developers felt that a well-articulated, cooperative effort organized under

the Minlsterio de Planificaci6n y Politica Econ6mica (Ministry of Planning and
 
Economic Policy or MIPPE) would be the best method by which a comprehensive

development program could be carried out 
in the western region.
 

The general concepts under which the program operated drew heavily on growth

pole and central place theory in geography. Rank-size distributions of a

nation's cities would indicate those which needed their urban Infrastrucure
 
enhanced in order to grow. 
Through the growth of smaller towns and citiec,

the distribution of people and wealth In the nation would be "rationalized."
 

Project URgE was to affect five provinceos in western Panama, listed from east
to west: Cockl, Lou Santos, Ilerrera, Veraguas, Chiriqui.. Within these,
primary investments were 
to be made in two growth centers: Chitre-Los Santos
 
(ilerrea,-Los Santos border area), 
and David (Chiriqui). Secondary invevtments
 
were to be made in nix service centers: Penonome and Aguadulce (Cocl), Las

Tablas (Lon Santos), Santiago (Veraguas), Concepcion and Puerto Artriuelles
 
(Chiriqui).
 



By seeing to it that the various ministries --those responsible for housing,
sewers, olcctricity, water, 
transportation, etc.-- worked 
together, a program
would bo created in which multiplier eff(Cts would expand the overall impact
of ind'Lvidual projects in each 
ar.a. It was estimated that these multiplir
effectsi along with tile 
direct effects, would in the end create between 2,700
and 3,50i0 jobs 
for the urban poor and migrants to the cities 
of western
Panama. We have, however, found 
no evidence to indicate whether these
expectations have been realized. 
 No effort seems 
to have been made to
determine a method for estimating numbers of jobs created.
 

The Small Scale Enterprise Component
 

* 
 The task of employment generation was distributed among several components of
the URBE Project; agro-industry, housing and small scale enterprise were all
viewed as contributing to 
this objective. However, 
the specific role of the
small scale enterprise component was 
to create jobs. The vehicle through
which this was 
to be accomplished was the establishment of a loan program for
 
small business and industry.
 

The organization chosen for this purpose was 
the small business credit
component .established within the Inductrial Development and Productivity
Department of the Ministry of Commerce and Industry (MICI). 
 Although it had
handled only small allocations of capital, the organization which was 
to
become the Department of Small business (Direccion General de la Peuefla
Empresa, or 
DGPE) had been giving loans to the private sector since 1965. 
 As
a component of MICI, 
a nationwide unit of the national government, it
possessed a regional organization with offices in David, Santiago, Chitre and
 
Los Santos.
 

The .following chapters contain an account of the effort by the DOPE to reach
its primary objective of employment generation within the URBE project.
Unfortunately, the analysis to follow is less than satisfactory with reference
to this goal. For DGPE, the operation of a credit program rather than the
generation of employment became an end in itself. 
No form was ever prepared
to gather information on 
jobs created, and no field inquiry wan ever conducted
to determine whether employees were added following the successful negotiation
 
of the loan.
 

Institution-buIdin 
was the second goal 
of the URBE Project in the small
scale enterprise area. 
 It was the intention in creating this component 
that
it should establish its viability and survive beyond the period of USAID
support. 
 It might be argued that the bent 
case to be made for continuation of
the small scale enterprise lending program rests 
on a successful record or
employment generated. 
 If so, we must reiterate the problem created by the

failure or either the Government of Panama (GOP) or 
USAID to require that
 
records be kept 
on this dimension of the project.
 

Instead, management of thil componeot has centered on 
issues of financial
responsibility, The nasumption that the crtdit progrnm should becoaio
nelr-financ{ng ha, cr,.ated a pervasive concorn about 
carh flow and liquidity. 



The single issue which capturesGCOP and USAID attention more frequ*ently than
all others is 
that of repayment schedules, cashrertows or morosidad
 
(delinquency in repayments).
 

The tendency to substitute means 
for ends has focused attention on the monthly
balance sheet and 
current cash reserves. This leads to the omtss i
on of

interest in 
the health of the businesses and industries which have been
financed, or in their relative degree of success 
in employment generation.

There is only the one-dimensional interest in whether the) have made their
payments on time. 
 The narrow view precludes recognition of the argument that
the best claim for continued capitalization of the loan program mipht be found

in evidence of success in attaining its goals.
 

The evaluation included a sample survey of 20% of the three hundred small
scale businesses and industries placed in operation or expanded by the URBE
project component. For most, this was 
the first time data had been obtained
 on either employment generation or the profitability of the enterprises.

Results were surprisingly positive. 
Not only had jobs been created, but the
level of employment was 
far above that of unskilled labor. It involved new
jobs and also skills training. 
Not only was business profitability improved,
but a number of firms had gencrated savir.gs sufficient to establith rpin-off
enterprises: second-generation businesses with further expansion of employment.
 

Field data shed new light 
on the question of loan repayment. It was learned
that many loan recipients chose to omit monthly payments in 
favor of larger
remittances at longer intervals of 
two to three months. This repayment

schedule corresponded with their own collections from customers. 
However,
manangement's practice of carrying each letra morosa (skipped monthly payment)
as 
a debit while keeping a monthly balance on accounts from cacti province

could generate high anxiety. 
 In the province of Veraguas in 1982, for

example, monthly payments fell to a low of 54% in February; yet, for the
entire year, the province collected 86% of the total accounts due and payable.
 

The evaluation shed additional light 
on the inadequacy of accounting

procedures within the smnll scale enterprise component. 
The rate at which new
loans are created is a critical issue to the management of the small scale
enterprise program. 
Since they lack an empirical base for assessment of the
program's success 
in terms of employment generation or business expausion,
their requests for new funding are based on 
the claim that the growth of new
accounts plus the poor performance of existing loans (non-repayment), has
 
created a liquidity problem.
 

This lends to miscalculating the number of loans in force and exaggernting

projections of the GOP's capacity to generate now loans in the immediate
future. 
At the end of 1982, credit was 
claimed for 310 lending proects:
fact, only 265 were in force white the remainder were in the indeterminate 

In
 

status of "approved but not disbursed." 
 Two months later (end of Februnry),

the total had risen to only 289 loans disbursed. By that date, however,
credit wnA 
being claimed for 332 loans, once agnin including those "'pproved

but not dJiburned."
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Inflating the total number of loans in force tends also to escalate the

estimated expenditures. 
 In the annual report for 1982 submitted by theMinistry of Commerce and Industry, $2,585,352 was reported in the category ofloan funds approved. lowever, on December 31, 1982 the amount of expenditures
(actual disbursements) was only 2,103,482. Since the total USAID budget

available for small scale enterprise in the URBE Project 
 is $3,400,000, the
difference is significant. Depending on which fi.gure is used, 
the program has

depleted either 62% 
of 76% of its resources. 

Despite the optimistic prediction that a target 
of 26 loans per month with an
 average value of $258,000 will be reached during the first three months of
1983, performance has fallen far short of this. 
 During the first 
two months

of the present year, there were only eleven loans per month with an average
value of $105,000. 
This does not reflect intentional deceit on the part of
tile management. Only inadequate record keeping due 
to the complete lack of an

information system. Information contained in the following chapters was
obtained from first-hand review of original applications and payment records

together with field work. 
 It is 
not available from the responsible

administrative agencies, and will not correspond with reports which emanate
 
from them.
 

These introductory notes should be sufficient to alert the reader to several 
features of the chapters to follow. What they contain is 
more than a
historical review of the small scale enterprise program from 1979 through

1982. 
 Since both the GOP and USAID presently perceive the program as being in
 
a precarious position, the analysis seeks to offer 
an evaluation of both
strengths and weaknesses. Perversely, it reaches the conclusion that the
 program is worst at 
the center, where all technical assistance received has
been expended; it is best in the field where regional offices and loan 
recipients are encountered.
 

While the program contains much that is commendabte, and deserves to becontinued (even expanded), it is still 
possible for adminintratort: to snatch
defeat from the jaws of victory. They must change their mind set. At
present, they are 
focused upon converting an intermediate credit facility
intended to recruit new entrepreneurs to private enterprise into a permanent
financial institution. Their goal is to open a 
bank. Since present reflowa
from loans outstntding are less than sufflci,nt to pay operating expenses,

this will require substantial transfers of new capital.
 

This cnn only be justified by a three phase program which will (1) improve the
repayment ratio on existing loans; (2) rainse the rate of return on new loans;
and (3) substantially increase the overall volume of loan operations.can be aceomplinhed by rainsing the profktability of ,narginsil busliness 

Thin 

operations already funded; Increasing interestthe rates charged to iiew loancustomers, and inengaging intensive recruLt.ent of new entrepreneurs. Thekey elements in reaching thone goalo are contained in a combined package ofresearch and technical nssintance altued at both buinvan operatora and future 
appi icnnti.
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 The 	forms of technical assistance requircd, and the objectv.s 
of the research
 
to be recommended will be the substance of this report. 
 Among other interim

goals, 
an argument will be outlined which will support the position that

shortening the time presently required 
to process loan applications will
 
generate acceptance (if not entLhusiam) for the proposed increase in interest


* rates to near-market levels.
 

In addition to employment generation and institution building, 
a third
 
objective of the small scale enterprise program was coordin-tion. The Project

URBE design is broad in scope, posesses substantial time depth, and is
characterized by multisectorial organization requiring the simultaneous
 
implementation of all its components for maximum impact.
 

The 	URBE concept set 
forth in the 1978 project paper comprehends the following

components:
 

1) 	program to improve urban and regional development planning L-1pacity by

incorporating technical assistance, community participation and
 
appropriate GOP ministry expertise;
 

2) 	agro-industrial projects to 
incorporate (a) stud.es of appropriltc 
raw
 
materials and processes; (b) identification and training of suitable
 
managers; 
(c) provision of loans and technical assistance; d)

employment generation; (e) supervision by appropriate GOP ministries
 
and 	officials;
 

3) 	small business and industry projects to 
include (a) initiatives to

retailers and potential small manufacturers including women as
 
entrepreneurs; (b) a promotional campaign and technical assistance to
prospective managers; (c) provision of immediate credit and long-term

credit; 4d) employment generation; (e) supervision by appropriate GOP
 
agonc ies.
 

4) 	 industrial park projects to incorporate phases of (a) site selection

and preparation (18 months) and (b) formation of qtiasi-public

corporations consisting of industrialists and officials to recruit
 
participants and perform management functions (18 months) for a
 
projected period of fifteen yearn.
 

5) 	shelter projects intended to provide a range of housing solutions
 
aimed at 
(n) retention of technical and management personnel within
 
the region; (b) elimination of squatter problems resulting from rapid

and unplanned growth; (c) implementation of city plans; they were also
intended to produce a demonstration effect among private developers
 
who 	would produce additional shelter solutiona;
 

6) 	transport torminals were to be provided in three communities (David,
Santiago and Chitre-Los Santos) to complement projected completion of
 
rural road networks which would facllitAte (a) urban access to raw

|naterials produced in tha runl areas; (b) rural accoas to nes) 
community services ; 

V
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) s ,wersystems abasc sanitation solutions to be providcd in Penonome 
41and Puerto Armuelles, intended to increase the attraction of these 

commu ities for both residents and prospective investors. 

construction or improvement of five cultural centers within the URBE
 
project area to improve the quality iflife and facilitate retention 

- -- -- of population. 

coordinating, monitoring and supervision, while a function of MIPPE, 
was also to include an inter-ministry Coordinating Committee; 
furthermore, af 	 planning junta was to be established in each of the
 

.. 	 .eight 
 growth and service centers to include local officials, regional
 
representatives of the ministries, the business community and the

public at large.
 

All 	of the components contained in the URBE concept represent a mutually
reinforcing network of elements. Taken together, the), were intended to
 
generate employment, provide new income 
sources and improve the quality of 
life throughout the region. As such, it was important that they be 
coordinated effectively to generate a combined impact on target communities or
 
the URBE premise becomes invalid. Linkage between project componerts in the
 
sine qua non for the attainment of all objectives.
 

These observations were essential 
to establish the climate which prevailed at
 
the tLime the project paper was 
prepared (June, 1978). Before beginning the
 
discussion of small scale enterprises, a few comments on the current status of
the 	overall URBE Project are in order.
 

URBE Project Status in 1983
 

The 	expiration date for the URBE project is May 31, 
1983. During the interval
 
since January, 1979, when fundpa became available and actual work on components
 
was 	[nitiated, progress has been uneven. 
In terms of level of completeness, a
 
rank order of project components could be given somewhat as follows:
 

1. 	Subtantially complete or well advanced, and will probably be completed
 
by end of project period.
 

A. 	Town plans were completed for five major locations within the URBE
 
area by June, 1980.
 

B. 	 The 2ewersystem for Penonom was completed December, 1981; the 
Puerto Armuelles system will be finished in April, 1983. 

2. 	Subtantlal progress, but unlikely to be completed within the project 
period. 
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A. 	 Shelter components are appoxtmately 1/3 constructe'd according to
4-	 the original plan with 71.7 "near completion" in December, 1982. 
However, a request from NIVI is now in process which wilt 
reprogram t4.3 million from the original t5.4 million in IG funds
 
for home improvement loans.
 

B. 	Of the ngro-industriai projects to be financed by COFINA, twelve
 
have been negotiated to date. 
 Of the $3.2 million provided under
 
the 	URBE budget, $2.2 million has been approved for release to
 
borrowers.
 

SLC. 
 Of the $3.4 million provided for small business and industry 310
 
loans have been approved with a total commitment of $2.6 million
 
as of December, 1982. 
 As noted above, however, disbursements have
been made for only 265 loans and $2.1 million.
 

3. 	Less substantial progress at present and no chance 
for completion
 
within the project period.
 

A. 	Technical Assistance arrangements have lagged. Of the *1.3 
million prov'ded, $.6 nillion remains un:onmnitt_,d and pres':ntly
under negotiation through the Ministry of Planning.
 

B. 	In the case of the industrial parks to be constructed in David and
 
Chitre-Los Santos, accomplishment thus far consists of partial
 
site preparation (5.6 hectares of 
a total of 10.5 in David, 3.7 of
 
total of 14 hectares in Chitre-Los Santos). Contracting for
 
construction of buildings is 
now tn progress. The proposed

quasi-public corporations for administration of the parks are in
 
process of organization.
 

C. 	The transport terminals 
are still at the initiation stage.

Negotiations for land purchase are in progress and a final plan

has 	been completed for the David terminal. 
 In Santiago plans aro
 
at the pre-design level. 
 The status of the terminal proposed for
 
Chitre-Los Santos is unclear since funding is now believed to be
 
insufficient for a third terminal. The balance of t2.5 million
 
originally provided for this construction remains unexpended.
 

It follows 	that 
the primary issue of interest to USAID/Panama and GOP
 
administrators at 
this point is project completion rather than impact

assessment. 
The major management concern centers on reprogrammLng unutilized
funds to best achieve those Initial goals of the URBE project which remain 
within reach. A reallocation of financial support together with an extrenSion 
of the project termination date misght permit this. 

The 	prospect of program revision presents two options, nnd 
a choice between
 
them Is required. First, it Is still possible to adhere to the orisginal
project desigsn whiet 
 attempttng 	to roschodule completion of those UR1011

componentn which are lngginiA tochncit neustnnce, trnntport terinals 

vii
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and 	industrial parks. 
 Second, funds 
from lagging components might be
recovered and reassigned to others, assuch small business, which have
demonstrated their viability in the Socioeconomic and administrative
 
environm surrounding the project today.
 

This current concern directs the evaluation toward the 	present environment andfuture prospects of the URBE project. 
 Tile resources made available for this
effort might best be employed to help USAID and GOP administrators resolve the
reprogramming issue, even at 
the expense of devoting less time to the course
taken by the various components of the project between 1978-1983. 
A focus on
current issues of project planning, organizing and implementation by the
evaluation team is also dictatedby the strategies of 
inquiry available to
us. 
 As noted above, information essential 
to an assessment in time depth has
not been collected.
 

Another recent development which changes the course of the evaluation first
proposed in mid-1982 has to do with the administration
itself. 	 of the URBE ProjectThe 	design proposed was that of an 
integrated rural development
program based in intermediate cities of the region. 
As such, coordination of
the 	separate components was intended to produce 
an interdependence between
them whicb would maximize the impact 
 nf all. 

Because of the uneven pace of advance described above, however, this
integrated effort was abandoned by USAID in November, 1982. 
 The separate
project components, previounly administered from the Office of Agriculture,
were distributed to the separate operating units of USAID/Panama as follows: 

1. 	Transport terminals were assigned to the Engineering office. 

2. 	 Industrial parks, agro-industry and the small scale enterprise 
components were assigned to the Ofi£ce of Human Resources Development.
 

3. 	Shelter components were ascribed to the Regional Housing Office, where
 
actual responsibility had 	been lodged for several years. 

4. 	Responsibility for planning technical assistance remained with Office
of Agriculture which continued to 
assume a chairmanship role where
broader issues were involved.
 

On the 	GOP side, a similar conflict surrounding coordination progress. 	 was also InThe Ministry of Planning and Economic Policy (1HIPPE) had beenassigned the task of coordinating components which were within the separatejurisdiction of the 	Ministry of Housing (HIVI, the Ministry of Commerce andIndustry (MIC), the National F'inance Corporation (COFINA) and the NationalWater and Sewer Institute (IDAAN). 

A partial explanation concerning the uneven pace at which tile separatecomponents moved toward their combined 
in the 	

URBE Project objective in to be foundfailure of 1IPPE to effectively Implement Its coordinating, role.Poasonn ibound. MinIsio.r.l and 	 lower levt!l personnel changes wltinwere frequent. Treaty 	 Mf.PPEnogot itatioin furlher doprived ail ministr lea of key 
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staff as the Canal Authority was recrui ted from thle ranks of existing
bureauc rats. Contract problems involving thle GOP developed early and
obstructed recruitment of technical ass~istance. In their absence, institutionbuilding lagged and implemnfnttlon of particular components was ineffective. 

As a consequence, the small scale enterprise component of Project URBE has

acquired a separate and independent identity. It will be 
 the subject of a 
separate report. The dismemberment of Project URBE was considered essential
 
to separate the more successful from the less successful components. It was

also considered necessary to 
free the components which were advancing

(housing, small scale enterprise) from the burden of coordination through the
 
Ministry of Planning and Economic Policy (MIPPE).
 

Beneath this decision lies a growtng disaffection of sponsoring agencies with

integrated regional development programs 
--perhaps with the concept of

mult.sectoral development per se. 
 But such issues go beyond the scope of the
 
present report. Although, to the sponsors of the original design among both

GOP and USAID personnel, they remain of critical importance. I/
 

1/ For a carefully reasoned and fully documented argument in favor of 
retaining the Integrated development fotus within Project URBE, andcontinuing the coordinating function within the 11inintry of Plnnning, .et
Carlos A. Mornles, "Poeod Rrcctndl_1ryeo1RVI:Ifrm
 
General do n. oord(117 ~ Jleco 1-1.nis-try of P'lanning iindg

Economic Potricy. December, 1982. 'annMn.
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Tile URBE Small Scale, Enterprise Component 

.i:Introduction
 

Each coiponent of Project URBE was designed 
to make simultaneous

advances along three dimensions of regional development:
 

I. 
Fulfill a basic need within the region by providing an appropriate

service financed by the loan.
 

2. Build a government institution with the capability 
to continue to
meet that need by providing services beyond the term of the loan.
 

3. 
Multiply the effectiveness of both services and institutions by

constructing linkages between each.
 

This section is concerned with the small scale enterprise (SSE)
component of the URBE.Project. The conponent wan 
incorporated in the
Department of SmalL Business (Direccion General de In Pequefna Empres, 
 or

DOPE) of the Ministry of Commerce and Industry.
 

II. 
 The URBE Small Scale Enterprise Component, 
1978
 

A. The Basic Need: 
 Employment Generation through Private Sector
 
Expansion.
 

To fulfill its mission of population retention and income
redistribution, the URBE Project sought 
to improve living conditions in the
non-metropolitan region of western Panama. 
Both immediate aims would be
served by developing new employment through small scale enterprises. 
At the
same time, new goods and services would be made available to tie residents of
the growth and service centers, adding to their "braking power" against the
attraction of Panama. 
Finally, a denmnd would be created for local 
raw
 
materials to be processed and sold by SSE's.
 

The Project Paper (BAS-002) clearly affirms that the provision of 
a
credit 
factlity within the target communities is the mechanism to be utilized
for the achievement of these goals, 
 There was, in 
the opinion of the authors,
a shortage of medium to long term credit 
available to prospectivo
nntrepreneurs, and to those already in busineas who might winh to expand theiroperatitons. 

B. The Solution Intnded: An Xpnnded Small. Industry loo, Progrm 

The instrument through which emptoy: ent was to be generated would be 
nn axteorsion of the loan progrnm alrinady onLablished within the Indutrina 



Development and Productivity Department of the Ministry of Commerce and
 
Industry. The Department's experience dated from June 1965 
 when MICI opened .a
0smallnterprise loan window with t20,00 
 from a private industrial bank and
 

$20,000 from USAID. 
The GOP later added t208,000. By 1978, 150 loans valued

at t500,000 had been disbursed and $300,000 were currently outs~anding. Small
 
industries but not commercial enterprises could apply.
 

Lending terms were designated "the most advantageous available" to

SSE's in 1978 (BAS-002: 66). MICI was 
lending 85% of the investment needed
 
for existing enterprises and 90% for new enterprises. The maximum loan was
$15,000 and the maximum interest rate was 8%. A surcharge of up to .7% was
 
added for administrative costs. Co-signers were required and the default rate
 
was considered 
to be quite low (about 7% of the outstanding balance).
 

MICI small business loans in 1978 averaged 3,500; new enterprises
 
were 44% and existing enterprises were 56% of the total. 
 It was the intention
 
of Project URBE to expand MICI's portfolio to include commercial and service
 
enterprises in addition to small industry 
 The previous prigram was
 
administered by 14 employees within MICI, of whom only 5 were assigned
fulltime to SSE's. 
 MICI had regional offices in David, Santiago, Chitre and
 
Los Santos.
 

Project URBE intended to build on this foundation. An allocation of
 
$3 million in USAID loan funds, plus 
800,000 in GOP resources would be made
 
available. Subloans were not to exceed t50,000. To maintain emphasis on
productive activities, retail operations were not 
to exceed more than 50% of
 
the portfolio. The GOP must maintain the fund level at 
a minimum of 3.4
 
million for ten years after the end of the project.
 

The new enterprises created with URBE loan funds were expected to
 
generate 750 to 1,300 new 
jobs dependins, on the mix between commercial,

industrial and service industries. About 80-85% of these jobs should be for
 
"target group workers." The aim of the project was 
te generate one job for
 
each $3,500 invested.
 

.Eligibility requirements for borrowers were originally those

established by the terms of the Ministry's loan regulations issued in 1977 to
 
cover the Programa de Finnciamento pars la Pequea Industrin. 
This small

industry project had 
a maximum lonn limit of $10,000, which was extended to
 
$15,000 in 1978. Changes contemplated for the Project URBE progrnm included

(1) extension of eligibility to commercial establishments and cooperatives;

(2) encouragement of women applicants; (3) raising tie coiling 
to $50,000

(t20,000 for working capital only); (4) requiring the project to crease newemployment and provide "essentinl good and services to target group mrembers;" 
'.5) a requirement that borrowers shoutd not be eligible for commercial credit.
 

F inally, the Project Paper vstabliches an applicaitions procedure
which was probably derived from 1,1lCI's exiiting series of stepti omployed in
processing industrial loans. Since thin procedure is presently an issue, it
will be quoted in its .ntirety (BAS-002: 31): 



"Interested entrepreneurs will contact MICI representativ-s who %will
assist in preparing subloan applications. These applications will

be forwarded to 
MICI's small loan office in Panama City where they
will be reviewed by financial and technical analysts. 
 The
application and the analyst's recommendation will be reviewed by the
 

,requests 
Chief of the Financial Section who will present acceptable loan
to a credit committee. Upon approval by the credit
 
committee, subsequent approval by the Vice Minister, and signature
 

A of a loan contract, MICI will disburse the subloan funds in
accordance with the approved financial plan for the subproject.

Loan applications rejected 
at 
any point in the analysis will be
returned to the field representative with appropriate explanation."
 

The outline above was later elaborated into --6equence of twenty
steps which have produced delays sufficient 
to seriously jeoparJize the

effectiveness of the program.
 

C. Institution Building Proposed: 
 A Self-financing Credit racilit)
 

The description to this point represents an extension of the
existing small industry loan program with modifications and substantially
expanded lending capacity. It the intention of Project URI3E,
was however, to
initiate a substantially diflerecr. 
 type of institution: 
 a self-financing
permanent credit facility. 
The first-step in this process was 
to redefine the
client population to include commercial as well as 
industrial enterprises.
The next step.was to engage in recritLment of a much greater volume of
applicants than before., The third step was 
to introduce experiments aimed at
generating continuing sources 
of revenue so that 
the growth and evolution of
the credit facility would be insured.
 

In order to obtain applicants sufficient for the new credit
available, the Project URBE design includes the provision that MICI should
advertise throughout the URBE 
area for new entrepreneurs. liowever, 
it was
noted that MICI had 
a backlog of 65 loan applications in 1978 with a total
value of t598)O0 in its regional office. 
To upgrade the quality of service
provided by MICI to its expanded client group, "technical assistance will be
provided to upgrade the quality of the current staff., 
 to handle the larger
size loans planned under this project. Approximately 19 months of technical
assistance is pro;,rammed.o. in the following fields: 
 loan application
appraisal, loan preparation and small business management."
 

Courses in sinall businoss mnangement were to be provided byits borrowers, HICI toThese courses, to be financed by the Project, would
concnntrate on basic busines skills: 
 bookkeeping, accounting, sales
promotion, advertising, store nnd shop layout, 
and employer renponsib ititle
nd employee right. 
 The uItE ProjoectL design also envisioned that the field
roproentnatives of MI11C 
would provide tLchnic l ansist
,nc to the borrow.rs
before, dluring and aftfr sublonn 'ipprovnl . 

http:borrow.rs
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availability of raw materials ruitable for agroprocessing, and to prepare

frnsibility studies for potential 
investors. I/
 

In the SSE area, a similar research program intended to investigate

the climate for business anJ industrial investment would have been immensely
helpful. The aim was 
to provide goods and services for intermediate cities,

but no effort was made to determine which goods or which services were in
 
demand. 
Likewise, the intent, to generate employment was not related to any
manpower data aimed at discovering the nature of the available labor pool.
These deficiencies were to hamper both the attempt to rapidly finance SSE's in
the target area, and the i'nstitution-building goal of creating a permanent and
 
growing credit facility.
 

D. Linkages to Be Constructed: The Missing Links 

With reference to other components of the URBE Project design, a
substantial effort was devoted to the development of linkages between
 components and between ministries. For example, the National Finarco

Corporation (COFINA) and the Ministry of Agriculture were to 
jointly develop
agro-industries. 
The Ministry of Housing and Ministry of Planning were to
Jointly design comprehensive growth plans for URBE communities.
 

Within the Ministry of Commerce, little attention was given tod.velopment of similar linkages. 
For several reasons, this appears to have
been a loot opportunity. A substantial proportion of overall URBE

expenditure, for example, was to be devoted to housing projects on peripheral
sites at 
the edges of urban centers and beyond. Occupants of these sites
might have been perceived as the persons most in need of additional goods and
services. 
It would halpe been reasonable to assume, furthermore, that such

households, with additional ofthe burden amortization payments, would requiresupplementary income from additional employment. 
 In other developing

countries, it has become conventional to package housing projects with SSE

opportunities. 
Within Project URBE, this relationship was never exploited.
 

Funding 
for sub-project lending in Project URBE, furthermore, has
been divided between agro-industrlal lending and SSE loans. 
 The relationships

between agro-processing on a large scale, and small supporLing enterprises

(maintenance, supply, transportation, repair service) were not recognized.

This natural interdependence between small and large nnterprises could have
been intentionally developed through coordinated planning to the benefit of
 
both.
 

The roles assigned to technical .Inistance in th cane of SSVs ond4OFINA wore quite diFferent. In SSE's, TA wan 
ansigned the function of
upgrading the operation ofctivneas of tn MICI ntnff. In COFINA, TA
 uns provided for studies intended to iehntify potentinl ,ubprojects.
For COF14A, 25 tronths of TA wore funded; for ECr, th support was 
rducnvd to 19 months, 

,w"= * 
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III. EvaLuation Strategy 

The 	 evaluation strategy to be employed in the study of the SSE component
was shaped by the limitations imposed by the state of the project itself, and
 
the 
failure to anticipate evaluation requirements in the process of
 
implementation. These limitations have been fully discussed in the document
 
entitled "Interim Report and Work Plan for the URBE Evaluation" (RA.

Hackenberg, February 3, 1983).
 

The major limitation encountered was the lack of progress reports,

records 
or working documents in either USAID or GOP ministries. While, at
first, 
this appeared to be the result of neglect or inadequate coordination,

the root of the problem emerged at a deeper level. Information reporting

procedures and record keeping proved to be inadequate to the task of keeping

management in 
 touch with the status of each component of the loan program

sponsored by URBE Project.
 

As described in the memorandum of February 3rd concerning the work plan,

the evaluation methods 
to be employed consisted of the following:
 

1. 	Inspection of official and unofficial records.
 
2. 	Interviews with officials responsible for the program in both MICI
 

and USAID, and also with field personnel and recipients of lonns.

3. 	 Sample nurvey of the projects themselves, including visits to each

SSE selected and discussionA with proprietor and with MICI personnel 
responsible for its administrntion. 

A brief review of the results of each of these information-gathering
procedures will complete this section.
 

A. 	Record Sources
 

The 	record sources which to beproved of value included thefollowing documents, each of which is part of 	 Thethe permanent project file. 

source of each of these documents, unless otherwise noted, was 
the 	Direccion
 
General do in Pegqueta Emprenn " office in Panama City. The DOPE is a 
subdivision of the Ministry of Commerce and Industry to be described in the
 
following section.
 

1. 	 Source Documents. 

n. 	 Applicatio~n rorms tind documents. 

Sepirater net of application forms are used for loans indifferent denominations: up to t5,000, $5,000 to .20,000 antid $20,000 to 
$50, 00. There are appropriate documentn for reporting technical stuivs,
credit reports, and expected market for a npecific niervice. Copien of
complete opts were obtained and 	 ued for evaluation of procedures. 

b. 	Applictinn files, 

A idngle file I nantnbitforise pr, of the 265 lorino ill 
force as 	 or Lito end of 1982. Encti filo wn~ abstrnrld for key) inforitntilei 
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items concerning the proprietor, the nature of the business, repayment record,
volume of trade, etc. 
 File cards prepared on each case were subsequently used
for 	tabulating and preparing all tables in the chapters to follow which are
 
based on 265 cases.
 

Sc. 
 Ledger Sheets.
 

Application filea in DGPE do not contain information on
payments. 
These were entered on 
ledger sheets raintained separately for each
province by the DGPE auditor. Fortunately for the evaluation team, the first
audit ever conducted wai
-' progress during the months of February-March. The
auditor himself undertook the tedious task of assembling payment records for

each individual loan by province for the year 1982, and for the entire

interval (1979-1982) covered by the Project U.13:: 
program. The auditor shared
his ledger sheets with the evaluation team. 
 )ur tables presenting data on the
265 loans mentioned in No. 2 above (paymants delinquent, proportion of
 
payments collected) arc 
from this source. Ccnsequently, the statistics
presented are often at variince with the "official 
reports" prepared by the

DGPE staff and Issued at various times to USAID. 
Our 	source is the audit
which we consider to be authentic. We retain copies of the ledger sheets
 
recording the status of each of the 265 loans.
 

2. 	Official Reports
 

a. 	Pr.stamos Desembolsodos del Idoenaro al 31 de diclembre de
 
1980
 

This is the official list of disbursements for the year
1980. 
 It contains basic data on amount of loin, province, type of industry,

employees generated, division of loan into working and fixed capital, and

whether a project Is new or an expansion of an older one. 
Unfortunately,

these reports have been issued in several ver.4ions containing different
entries. 
This accounts for the variance in reports presently in circulation
 
which are based on these lists.
 

b. Pr(stamos Desembolsados del I do sncro
at 31 de diciembre de
 
1981
 

3 	 Sama nn above. There is a third partial list for 1979. 

c. 	Pr6stamos nesomboloados dol I deenroat 31 do diciembre do 

Same no above.
 

d. 	Inf re o ANunl, 1980
 

DOi'J,, Proyncto 1,1l111E Ns:oelos. February 1980. 

h 	 or id IniMch thne t r e .in 	 ofort nrtto Ut e sat-ufinminc'c within the revolvIm-g rundc, paytnentn rec,,ivod and vout'hero 



prepired. The port i on c'onrn n:', indivi uil lans which can be independently 
verifi nd a;rop,; tifh thn ",t)d it Ui ', rn. 

V. 	 Infor.o Antil, 1081 d,, Proqr:nma UrbP. 

1)GC . Junin, 1982.1 Panamita. 


Same a; above.
 

f. 	 El Emprndro, AfiM T, No. 8 

Bolvt in Informitivo de In l)GP.. MICI. 

This i,;.;,io of the DOIPV hou.;,, journal cont 'ing the 1982 
annual report on lProm;rngi, URBF'-'II)-ITC1 in ;,brovi ated form. Numbrs do not
 
agree with adit.
 

'nhi 	r; ti(,,,'u, 9, ,1
w 	 tho!' ;V ' to ;I l 11 "1i'J9
 

report- of )GI'P for t ho y ar 1981. It cli tn I 310 
Ini,,,; o: bo'n approved
since th' incept "n of pro,-am: . In fort, y:'Iyi l0, r'.i ia ofini w,'r(, di. ;,,d 

that date.
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b. 	Cronovrama Tentativo para un Program 
de Consultatorias y
Aresorias pars el Desarrollo de la DGPE. Mnach 15, 1983. 

A response to the USAID request to DGP. to 
identify its
technical assistance and research requirements. 
 The 	list is hevily weighted

toward a missive investment in institution building within th central office.
 

c. 
Fluio de Fondos, Programa URBE-AID. March 14, 1983.
 

One of several documents aimed at indicating the anticipated
'disappearance of loan funds from all sources at DGPE within the present year. 

d. 	Justiftcaci6n y Alternativns para Trnnsfernncia de Fondos
(Reembolmable); del Proycto URBE Pequelos Negocios. 

February 12, 1983. 

Another document recognizing the liquidity problem which has

become a major concern within DCPFE during th present year.
 

e. 	Prorama do Crddito a la Pequefla Ermrefn: 
Requirltos
 
Blsicos. n.d.
 

One 	of several documents acquired during tlhe evaluation

listing the nuaier of steps required in the loan application process, and
identifying the documonto tu he presented by the applicant at each step.
 

f. 
Proyecto do Redseflo do Prcedittlentos .nnt TrAmite do 
Sub-pr otanmos do los Programs,d; Cr- dilto qua Oporan Un Ia 
Peguefla Emprcsa, deade la Direcci ns Prov incialosj. 

This working paper outlines possibilities for reducing thetime consumed in the processing of loan npplicationn. it Is the only document
prepared within DGPE which addresses this critical concern. 

g. 	Programa do Finnnclamiento pam la Pesuofla Industri4: 
Informc6nliet 6rlc.. ...
 

Thit 
 brief statement tracoes the development of the present

loan program through four stages beginning with 965.
 

h. 	Refitn 
1ist6rign dcl Ienenvolvimiento de Ion Prnrnmn* pnrnh. 	 F~~~inenenmlontoa tn ioqefnaEmpe- ..... -

An update through 1982. 

I. ProttrnmadloiquofinEm rrn API')E-AIO. Hnnual parn 14 
etPer 	ufln~ r~m on I o-Zncine let uc'sto. No. 1. 

Thin mininl wan prpnr',d n 4 guildsbook for the would-be 
entrerrenoor 1)) thoi 1niiannin huamiinnnl .no~tcintimt A111111)),1oi 



j]f~n)T!.i li e 1'oc( i rntv Extria la, rosont"(' 16 ll d q Solici tuck'S 

Ani insruct ion u'innul fo~r thle prap arat ion (of Ippl.icat ioas to
be submitted to DGPE. 

4. Documonts Pertnii njn to th Ba'-nk Proposa l. 

1. PInnt'piiini ";'irr i no rr:'te'ii Iiite:rnli. Feb.ruairy, 1933. 

Outline a rowh1 plain for MEI culmnnt i n in the c rent ion
of' a bank for smaill bn1l;inii lu;,:; 

:Thrlb Pincob . d .'> t vo do!K ( Inqt it ito) de 

A report on the e:; i.I d opc'rnl-t i cor is of tho pr;opMne(
baink. 

KI n c oi Ina iI n r, 
I4~cjc~ : 0Ii)141' t(Ipa'1 V~ 'i~c1 1 Ja.nua~i'y )7, 1933 

A prnpoi;r'' p iece' of I e:' ia I t ion to ,roato Hi(.: ;!~aIld
 
finanflce its Ooprat inn uithii xc: 
 tnzv
a 
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ceitegarivp butt 
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meorandal(.' rvp. :r by, USI'D wtiff v.''ro ai o of qrr1 itvale KulI have boen 
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systenatic sample was drawn, yielding 53 cases 
proportionately distributed in
 
all five provinces; in fact, 56 were actually interviewed, as follows:
 

Loan Amounts
 

Chiriqui 
 13 $140,266
 
Cocle 
 13 87,293
 
lerrera 
 8 59,161
 
Los Santos 
 10 44,554
 
Veraguas 
 12 79,115
 

TOTALS 
 56 4l0,389
 

In each province, the evaluation team, supplemented by two members
 
of the Ministry of Planning and Economic Policy (NIPPE)began with a return
 
visit to the provincial IC office. Our first request was 
for the precise

location of each of the sample loans from the list above. 
The evaluation team
 
then divided into two subgroups, each accoipanied by a membir of the local
 
MICI office, for visits to the sample businesses.
 

An interview schedule prepared in Spanish by Ree 11inolosa of the
 
evaluation team was utilized for 
the sample survey. It is attached as
 
Appendix D to this report. Extensive photographs were taken with the
 
intention of documentini the nature of employment generated by each sample
 
enterprise. A selection of these has been included below.
 

IV. Lcwt+l of Accomplshmont, 1983
 

The descriptive portion of the SSE analysis will be set 
forth in three
 
dimensions of regional development described in the introduction. Each of the
 
following will be reviewed;
 

First---businesses and Industries established in URBE communities will 
be described, together with measures of their vitality, impact and 
effectiveness as employment generators. 

Second -- the institution-building achievements and goals within MlCI's 
Department of Small Business will be considered and evaluated. 

Third---linkap es between institutions, nnd especially between the 
Department of Sinall Butiness and its client population of loan 
recipients will be examined, 

Each dimonsion of the nnalynis as separated above will be contLined in A
uni of this chapter, beginning with the presentation of the loan progrnm 
itself. 

A. The EKatblnhirent ofr, Snil gcnl' Entorprise 

It would be docoptiVo to npprnoi'h tho subjoct. of 1swnertainq~
employment thrnmish mnll scle enotrpriss no if it were n one-disonno t onal 

.: :"V
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lending operation, concerned only with loans and collections. It is much more
than that. By concentrating credit resources in communities which have

previously been without them, an SSE program seeks to build upon the resource
base, complement the existing private sector economy, and expand the
 
opportunities for local entrepreneurship. 
Only then can it succeed in
generating employment. 
 It combines research, lending, technical assistance
 
and training functions:
 

Rnsearch. Preliminary inquiry is needed to inventory the local
 resource base, identify demand for goods and services, and determine
the local manpower situation (which skills are available, and which
 
types of labor are needed).
 

The lending function. Provision of credit must be guided by
research toward the recruitment of entrepreneurs who will capitalize

on the raw materials and labor market to meet demand fron the
 
community for products, thus providing steady and expanding
 
employment.
 

Technical Assistance. Professional help must be given to convey the

knowledge of business management and production processes required

by would-,be entrepreneurs.
 

Training. 
 New skills may be required by the employees who are

recruited for participation in the newly financed SSE's.
 

The SSE program within the URBE Project wilt 
be judged according to
the criteria set 
forth above. The description to which the evaluation will be
applied comprises the larger portion of thin monograph. It will be divided
 
into the following sections.
 

1. Loans and Repayments: 
 An Overview from Current. Accounts,
 
1979-1982
 

This section will briefly recapitulate the history of the
 
Department of Small Business within HIM. It will then
summarize the performance of the Department from 1979 through
1982 in the two basic dimensions of its operation identified

above. The number of loans by dates, amounts and rates of 
repaymont will be examined. 

2. Smntl Scala Fnterprines: Chnrncterinticn fro, Applicntions
 

This section will review deacriptvo dats concerning Lht typesond locationo of businoncs nd induotrion fu,,ded from the 5SC 
program, the charncterlntl,, proprietornof and rIp)ayment
records by nature of onterprine iand amount of support rectvived. 
)..'mploynnt projected will also be vomaidered. 

-',v i !: : ,, .. , 



3. Business and Industry: 
 Details from the SninpicSurv.y
 

This section will provide first-hand insights Into business
operations from the field trips completed in each of the
 
provinces. Particular attention will be given to the types of
employment generated by each class of SSE receiving support and
 
the cost of jobs produced by each category of business and
industry. 
The employment projections contained in the

applications (see No. 2 above) will be compared with the jobs
 
now being provided.
 

The intent in this section is to nove 
from the general
considerations which are 
the substance of official reports to the particular
Insights which can only emerge from field visits.
 

1. Loans and Repayment: 
 An Overview from Current Accounts,
 
1979-1982
 

In an unpublished historical study, Eduardo Castaflo, the
consultant retained by the Department of Small Business, identifies four steps
or stages In the development of the SSE program within the Ministry of
 
Commerce and Industry.
 

First Step. 
 This was dited June 1965 and consisted of the joint
effort by Desarrollo Industrial, S.A. (DISA), the Panamanian Institute for
Developmetnt (IMPADH), and USAID to provide a loan fund for small Industries.
While this fund was 
initiated with a capitalization of only $40,000, it

succeeded during its life span (1965-1974) in providing 118 loans with a value
of $326,000. 
The average amount was t2,763; 265 jobs were created at 
an
 
average cost of $1,230.
 

Second Stop. Thin was 
dated June, 1974 and was marked by the
Increase in the maximum loan authorization from $5,000 to $10,000. 
 With
capitnlization of $248,000, primarily provided by the GOP, an additional 39
loans were made with a value of $195,505. 
 The average size loan increased to
$5,013; 98 new 
jobs wore generated at 
an average coot of $1,995, from 1974 to

1976.
 

Third Step. 
This stage begne in November, 1976 with the
assumption of resipor
 tbfiliit
y for the lending function by the Hinistry of
Commerce nnd Industry (HIC). 
The maximum value of lons wnn 
increased to
$15,000. A Progrnm of Finance for smal 
Industry wna established within tlhe
ministry with A dopnrtmntnt 
tructure inclu"ing units for technical review of
projects, finance and accounting. 
 During this stage (1976-1979), 60 loans
were nmade with an npgregto value of 
 334,144. The average loan wn 
$5,569
and 1.48 nw employees wore hirird at 
fn average cot of $2,257.
 

..tj Ihtev. In Hr. Cnstano'r acount, the finalprowt, of the 9Sh otop In tho
progrnm to Ito pro!nent nenie Of operntionn imn the
nntabt.Itlimntt of the Dlpartlmont of Nmnll kiunincon (Dirk--cn- n , de InPoe a -Emernna, or 0CP10 withi 
tio Hiniotrv on th; Nay,10(h 1979. Ito 
'1 -l- -) -e 
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charter, according to Executive Order No. 43, was 
to ....promote both

financial and technical assistance by creating and developing small
 
industrial, commercial and service enterprises."
 

The establishment of DGPE was a consequence of the participation

by the Ministry of Commerce and Industry in Project URBE, for which the loan
 
agreement was completed during the previous year. 
The DGPE received $3.4
 
million to establish a credit program, the major characteristics of which were
 
as follows: (1) interest rates were fixed at 
8.5%; (2) maximum amnunt of each


* loan was $50,000; (3) loans were to be made for periods of up to seven years;

(4) the loan could finance up to 90% of the total cost of the projects; (5)

any industrial, service or commercial project could be considered, and(6) all
 
loans were to be restricted to the URBE communities: Penono e, Aguadulce,

Santiago, Chitre, Los Santos, Las Tablas, David, Concepc16n and Puerto
 
Armuelles.
 

In addition to its participation in Project URBE, the DGPE has a
 
second resource obtained througb participation in a World Bank supported

project begun in June, 1982. 
This program was provided with $1 million from
 
the World Bank and $176,000 in counterpart funds by the GOP, Major

differences from the Project URBE Program are (1) the interest rate is 12%;

(2) the period of amortization is five years; (3) projects must be located in

the Panama-Colon corridor, and in the provinces of Bocas del Toro, Darien and
 
San BlAs. Projects must request less than $50,000.
 

Until the first of November, 1982, the World Bank project within
DGPE had disbursed $521,401 to support 33 projects. Another 15 projects with
 
a value of $363,037 were classified as "pending". The average value of these
 
projects is $18,425 --- approximately twice as much as the average URBE loan
 
made through the SSE program. The difference may arise from location. 
The
 
majority of the World Bank loans are loLated In the Panama-Colon corridor.
 

There is a third program administered by the DOPE which is the
remenent 
of its earlier period of organization. It is called the Program for
 
Financing Small Industry. Through 1982 it provided support to 112
 
proprietors. 
This program was begun in 1970 with a government budget of

$250,000. 
The maximum loan provided was $10,000. The total sumn available
 
have been disbursed. Because recovery rates were poor, the project has not
 
been maintained as a revolving fund. 
 The majority of loans (67) were made 
w[tln Panama City and the delinquency rate on these accounts was 60.3%. 
Recovery rates on subsequent programn have been much better due to more 
careful screening of applicants nnd more rigorous ndmninstrative procedures.
 

(a) Applications Procedures at. DOPE: 
 The btsic problem.
 

Administrative routines do not 
provide inapiring text
 
material. The)- are frequently consigned to an nppendix no a result. The

Importance of this procedure to the tturvivnl nod evolution of the SSY progrm
requiron that it be dscrilbed nd ovluated, however. Revisions and chsingeo 
nre needed and nal parties agree on this point. Hut thorn is no agreomlit on
 
what in to be dons, 
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The basic documentation required for eligibility to become a
 
borrower in tho DGPE program ts similar to that 
in other Latin American
 
countries. In Appendix A requirements are reprinted from the manual issued to
 
prospective clients by DGPE. Eligibility rules are different 
for individuals
 
and for corporations, and differ also for new projects and those already in
 
operation.
 

Once eligibility is established, however, the procedure for
 
all applicants is substantially the same. A conceptual model of the process,
 
prepared by the Department of Small Business, appears opposite as 
Figure 1.
 
The process begins with receipc of a request at a provincial office in one of
 
the URBE communities. A technical study is prepared in the regional office
 
and forwarded, together with the application and supporting documents to the
 
DGPE office in Panama. Verification and review of these materials is 
followed
by a meeting of the Credit Committee which approves or dsapproves the loan.
 
Following this decision, the file is returned to the provincial office for
 
presentation and registry of the project. 
 Certification of registry is
 
returned to the DGPE Panama office and the project is placed in line for
 
processing.
 

A number of additional formalities must be concluded before
 
a contract is signed by the Vice-Minister. A check is then prepared for
 
signature by the DGPE Director and co-signature by the HICI
 
Auditor-Controller. 
The check is returned to the provincial office for
 
delivery to the applicant. 
 A voucher is then prepared for USAID reimbursement
 
and returned to DGPE in Pannma. The foregoing synopsis is presented in
 
greater detail in Figue 1, in which the responsible department and staff
 
member/group are identified for each procedural 
ste-.
 

The conceptual model is accurate, but does not 
convey the
 
full complexity of the process. The Assistant Director of DGPE, Vladimir
 
Salazar, was formerly in charge of the pruvincial DGPE office in Santiago,

•Veraguas. 	 From the comprehensive view of the application process which he has
 
acquired, he prepared the draft of Figure 2, which is 
a step-by-step sequence
 
of the path which must be negotiated by the applicant.
 

As described by Salazar, the entire process requireb four
 
stages, 23 steps, and 12 weeks. Host information sources interviewed by the
 
evaluation team agree with the substance of Figure 2 but reject the time 
frame
 
which accompanies it. A particular source of diam y to both provincial
 

.. ..
of DOPE and the loan recrlents interviewed wnn the lengthy dets
 
followingapproval of the lO..n'y th..Credlt Gomitte.
 

BothFiswres I and 2 confirm that approval of the loan by

th Credit, Committee ,ccurs it a mid-point in the process. In Slannr'ls
 
chronology, the metin, of the Credit Committee is step No. It 
of a total of
23 roquired. He nauumna tHt two onths are roquired to reach that point.

Thin entimnt may be reanotiable for tho average cnic.,t Is hin nnsertion
 
th.it the reinnlng 12 atepn can be onpLtetra in n finl fitr weoi; which IL
 
quest i.on b..
 

!":-::':" :i ' .. : , 
: .1: - ,. .. ": "r " '
": •' ' . . "" .;"i l. :;i: /
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MINISTRY OF C(OMERCH AND J I ,[USTRY 

Sla Ll Bl:one, Gnioir-al Di r'torate 

STEPS .I. OAN PE'QUES'S FROM1 
PROVI N{CA AND/OR RI.MG I)AL D)12 CTOrV S. 

From receipt of loan roquot until cincellition. 

Department Respon:;PibI, ;ta{-f Mor,,r Procedure 

Provincial and/or Re- - Processes request and 
.ional Dir ,ctoratrI - P rovin,-i-11 'echnic' 'n preparos study. 
Si'll Bu:;iness Depnrt-

Veri fies, t:ques t do-
Credit and Pro jec t c umenta ti 1 , ova. nates 
Analyst. the crodit awl:ho f 

_ _lan.'cial toc '.hiici -study. 

Small 1,ushiess General ti-lort i;:l C,oiil," . tuc
)i rector :te. At1,. r, c !1chnicir 

Ver i f i ('s; {(1cllu;I,,I f - t i (), I 

(ndC ,, u thIIit. te1(' qIo t .. 

lw'r For I ();I ). For m 1O) . 

Technical Assis tance and Chiof of thire Tchnical Convenes Credit 
Administrative Department. Ass i ,tance ),pairtwnit. Com t tee. 

_ Makosdoci sion on credit 

I requ. t Approves or 
I ii,;ppr l-ovo ; cI-'d t. 

Chi,,f ,1,r 1ho Tfch- D - t(I-1 ) I1( 

k i Do i I i w Fww' i. ~.!Iiic.i t 'liI)f cI' opyI ; 
I~o 'l: ll;,'l i}) I li C It ,':t .(' 



c 

- 17-

Provincial and/or Regional tPrepare. minnuto,, not.-
Directorate. Ptovincial Tech- rizo i ,l ro;,isters, c 

ii an. tracts, dr7 (:1 , al ot lordc .n ts in t h - Publ 
Rei sI ry of Fire. 

sCr.iit and Project Verifies documentathcn 
Small Business Department Anlvt.for 

•as 
dsur omnt, 

per Form F.26. 

Forw:ards ,,cum,-nttion 

Provincial nd/or for dishlirsim,,n: to thiv 

IU'. RpqireehoMioI~nal I{ r.'ct Or. WHOM AqN; I S tanl'cTcci1nist rit i y, i; par idni, 

Technical Assistance Do- R,-vi ew; and vrifi-.s do
partment - Small Busine;, C cu r li"" for disburse-
General irprctoratp. 

- vmonlt[I slonr biat,,'at by t1,,e Provii-I' rca'iI-

Srectorat 

ci, t :lnd/or 
,, a:; p 

I)1:lI) 
,ort'i, :26 

____________ FoLr i S dio* t - i onii to 

Chief of th Ti'ceFd
the C:hio.f of[ UP&,I{ and 

Ill C:.':i'1 I ,: t: uc,' Oporat Iol h pi - wI:I,( t 

l'par I :1ost . 

Forwards 1oin Coitnracmt 

Chief of Credit a& for Vic,-Mili;tr si,-

Operat *i. il uro and 
parat ion of 

oroi(,:; Piro
di" t ibursin it 

reqnirsA foi i and5:i c rli''t 

(;t .'li f ii, i!, r*tI).'~lrt,:.,t~il ! P r o " Iroquo!;t ; ,li::b(l tr;;,,ndn t r v ar~t,nd chocks;. 



Credit and Operations je Revi e..s di trit re
pCartuent Chief of Cr.it qethSt form ald checks 

and Opera! ions. aot 5e 
gh:; i ne.: 

to till, S1rall1 
I)ir,:ctor for hi., 

s iIna utre. 

Small Business 
Director 

Signs checks. 

Chief of Creditsq 

am: ()p.~~ ra io. 

Send.- chocks with docu
mentation (requests) to 

MI Ci Interal Audi t for 
'rev i il. 

Au ,- Comptrolr Si gn:; chocks. 

Chi c.f of Crd i L 
OperatIions . 

and 
Sends chocks to the Pro
vincial and/or Regional 
)o rectorate for del ivery. 

Provincial 

Re',i 0olal 

Illfl/or 

reet orate. 
I 

Re,;,sI etrs loan i aymeint 

'Ind !SllSi.; vouchers to the 
Cred it and Operations I)('-
parl I'.ont . 
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Figure 2 

PROCEDURE "'OR IANIW ING LO.\N APPI. ICATION
 
FROM TiE PROVI NCIAI, AUD RFGI SAL ,AI.\c T; UTS
 

Number To cn- Official or Unit Triae ill 
of Sub- P1rocessing nica1 Excuting Tech- Working 

Department Stages Stages 11andling Process Uni n ci an Weeks 

Provincial 1.1 1 Interview wi th Technic inn
 
a n(I 
 assi gnd to
 
Re i 0oal 
 and Project 
Office
 

1.2 	 ,pplication Are rnsyct ion
 
of tile l1roj.,ct
 

1.3 	 T,-rhim cal.- I ,,,,,rt 
1.4 	 D)oc meilt "It "l 4 weeks 

2.1 	 2 Inv,,; i,at ion - id
 
]),I Col Ioct ion
a 

2.2 	 Study Propa:ra I io:, of
 

Making 1. th, ',;I ud"
 

2.3 	 Typo, r .n T : Secretary 
rev iset uiy Project. 'rech-. 2 weeks 

n ic ian 

ochnical 3.1 Cred it Prelparat i on of Crodit Analyst
 
A';, i t::nc v Eva t tl on Bv;ic S;1:.ialry
 
andI
 
Adii i n - App I c:i t in !:u ran y
 
t r:t iv, 1Pro ic I Lv;, 11i,- 2 An I ' :t
 

Iiii it-lIm il 

Ilito'r'w l E'v'Il l

3.2 	 3 1 inn Corr- 5 Dept. Chief 
,ilt,,,, 4 T,,chnici. ns 

3.3 	 ;.l.!;i tfCr 
(Colivli I Io, Dotp , Chiof 2 weoekhs 
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DepI r I mm t 

Number 

of Sub-

St na'os 
'rocess ing 

St aiges Hlandli ng Process 

'Tech-
nical 

Units 

Of ticiL or 
Unit Execut ing 

Technicia n 

i e 
Work 

v,,,0 

in 

n; 

; 

It.ion ,I1)i-

r iction of 

Enrorpr i st,,I 

Gen. Di
roct ion of' 

3.4 Credit Committee 5 4 Directors 

MICr 

Chief 

o 1:1 icI 1 
Asot . Dept. 

4.1 Notifint iwo of 

t ho (C ;,1!1 t t ,'s' 

Decision to te Ii,, 

Technical Dept. 

Dept . 
Coordinit or 

Offi;', 

Regi onal 
and 

Provi nc ial 

Offices 

4.2 

4.3 

4 

Disburse-
ment 

Pr,'pration
minule:; draF 

Type original 
draft original I 

Techni c an of 
the P rovincial 

Off ice 

Secret ,ry 
P.E. P'rov. 

Office 

4.4 Prparnt i n an1d 

Notar;:;ar ion of 

Minut ,"; 
2 

Secret ary 
Notary Officer 

4.5 

4.6 

Regi ;try orf lD,,d 

(Minot ,'o) 
lPrt', .;I: t i()1Io f 
Co, t I. I' :111d 

draiI 

2 

I 
:;Of 

Techn ical 
Rog int ry 

Provincial 
five, 

2 weok.; 

4 .7 , , o f (C, -

trIct:; .111(l drafts 

C I i ,III :111A 

C()d bo r; 

ATT 
C. 

)'; 1p . 

f, O.ri* 
4.8 RIv 

D 

,Ion "Ind V,--
f ialti o r,,2 

rIIV'II t If ion 

A.'r. h C.O. 
'2',,chii ml 

Crdit, rind 

Opor It i on..'; 
4 .9 Sig'n ing of 

I r I !; 

Con- I Vii' ,-M'i, nin r 
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Nlumber - .c1FF i ciaI nr 7i i,, in 
of Sub- Irnc,.;5simn,, n(11c -;I:x. !lii ul j,, oork i nf 

Dop artmont St , , S t a, land i n, Proc oU;; In it s '','lc i c i an W, 

4.10 Preparation of I C. & 0. Officer 

0 rd v rs 

4.11 Author izat ion to C. & 0. 
make checks 2 Deputy Chief 

4.12 Signing of Checks 2 )ir. P. E. 

Auditor Contrct 

Tot al Steps 23 4 Clenring rovMi:,& 2 w,,'A.; 
I) t C,'' (Cr 

32 12 wv',', ' 

3 mml I:; 
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This source of delay ti not 
unknown to USAID personnel. The
 
following is quoted from a memorandum prepared by Frank Almaguer, Deputy

Director, dated April 23, 1982. 
 It reports his findings from a visit to the
 
regional office of DOPE in David:
 

"The regional staff is concerned because...the backlog of
 
loan applications is increasing once again. 
This time the
 
blame Is being placed on the inability of the MIICI central
 
headquarters staff to keep up with the paper flow
 
requirements. The Auditor do 14 Contralorin assigned to
 
HICI is seen as a major bottleneck as he Is a one-man

operation for all Ministry activities and he must certify
 
each and every transaction that commits funds....There are
 
approximately 23 stops that HICI must follow to process an
 
apptication and some steps must be repeated whenever there
 
is a delay (which is the norm). For example, the potential

borrower must submit a vendor's cost estimate of the
 
equipment he proposes to bsy, as well as credit references.
 
The loan approval committee in Panama routinely requests

that these documents be updatcd....The vendor may have been
 
asked to submit up to four price quotations for one
 
(retatlvely Small) transaction."
 

A second trip report, prepared by Berna Velarde of the

USAID Office of Human Resources, resulted in the followng observations based
 
on visits to Penonome, ChItre and Santiago (January 26 and 27, 1983)"
 

"The three provincial HICI directors said that the major

problem was the time involved to process and disburse a
 
loan. Average time is from three to six months.
 

All but two of the SSE's complained about the timedelay to
 
receive a loan. Minimum time was 
two months and maximum was
 
one year. So much time had elapsed for some loan requests
 
that they did not expect to receive them."
 

A detailed account of the applicatioG's procedure, prepared 
by Hr. Felix Berrocal, Provincial Director for Codo, in part of the Velardememorandum. 
It identifies fifteen steps and further complicattono, but by

this point, the message should be clear.
 

The role of delay in frustratin; the applications process

has been well documented by both UISAID personnel and by the evaluation team.
 
It has 
a further effect, however, which other obaervers have failed to comment 
upon. When a loan is approved by the HM Credi: rommittee at DOPF. It is 
trented naa comlote! evoet for ntatiatical t-urj~nue evenLtoutht' tisM only 

Quarterly roporto perilnflnlly noimtiltetd by 1)(1111 to UFAWl4re onntn of appriiv et prooecti. Thero i n.!intnntl iliplae.g and jreat
delay in th reinilnder of the revi w proceosi Witch inierveis betwoen ipproval 
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and 	disbursement. For example, at the end of calendar year 1982, DGP 
 had
 
approved 310 projects, but disbursements had been completed for only 265. One
 
of each six loans for which credit was beins; claimed was actually caught 
somewhere in the bureaucratic machinery.
 

It Was learned in field Interviews with both officials and
 
clients that the delay between approval anld d;"uruumt1t frcquentLy rosults in
 
a client withdrawing his application. Such actions have substantial negative

impact on both the program's achievements and its statistics. In terms of
 
employment generated, for example, the jobi 
count is based on the project
approved, However, until diabursements are m:da, no one has been hired and no 
labor has been performed. And, of course, no wages have been paid. 

There are other problems with the applications procedure, 
some of which were noted in the Almvguer trip report of April 22, 1982. These 
involve the collateral and credit requirements. 

"The 80% collateral requziretodat for the total value of the 
project is considered too high In some instances. In a 
small community where everyone knows everybody else, a 
pernon's reputation and proven skills are as Important as 
physic-il assets. One of the advantages seen to 
decentralized approvals 
ts that the local review committee
 
could take these Intangibles into account....
 

Another Impediment to reaching the desired target Is the
 
requiremont for a credit history. In most Instances, the
 
HICI loan is the first .redit these individuals may have 
acquired and, thus, they have no credit roferences.
 
HICI/Chiriqui feels that the insistence on credit references
 
kilts many potentially rood projects."
 

These statements are quoted from the Almaguer and Velardo 
trip rerorta because thoy are independent documentation of statements made to 
members of the evaluation team. They also Imply that these Issues are not of 
recent origin. 

Felix nerrocal (Penonome), Said Diax (David) and Melba do
Qutnttro (Las Tablas) --- all provincial HIlCI directors --- Independently
confirmod the following points pertaining to the procesaing of loan agreements: 

1. There are too many steps In the approval process and too 
many office* Involvod. 

2. 	 Hnny deferts could be remedied if the central office of
I)GPF, In l'anan would decontralixe its control. Hnny
eAmentlI t steps could 'tevori fled more quickly at the 
provirnial offle level. 

3. 	 Thi Ich of ¢ertailnty rotrern!n, 11le oill-com of 
app lieintlint, evn aftor ipprovnl hin !tin lialiled from 

iw _ 
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the credit committee, has persuaded some would-be 
entrepreneurs to withdraw their requests for funds. 
 An
 
unknown number of otlers have become discouraged and 
have failed to file applicntions because of the negative
 
publicity received.
 

There is another dimension to this story which was onlyadded when the evaluation team continued its inquiry with officials of DOPE in
 
Panama.
 

The central office of DOPE is sensitive to the problems
caused by delays in the procedure for processing applications. It was the
 
considered opinion of some of the most knowledgeable officials that the source
of the problem is the reluctance on the part of HICI to relinquish control 
over DOPE. 
 The Intervention in the review process by the Vice-Minister,
 
Auditor and Controller (see Figures 1-2) exemplifies this.
 

To gain perspective on thio observation, a glance at the
 
orgainizational charts opposite (Figures 3-4) may be instructive. 

Direcci6n Generalrdo la Peguerla F.mprese Is 

The
 
one of three components of the
 

Dtreecin N'-onal de Desarrollo EprcsariAl, or Department of National
 
Ihusness Development, appearing on Figure 3. 
Its internal structure (Fig. 4)

Is rather simple by comparison.
 

The Department of Small lusiness, from the point of view ofthe Hinistry of Commerce and Industry, is an Integral part of its 
organization. it Is a rather M4ll cog in a large bureaucratic machine. From
its own point of view, however, DOPE perceives itself as a semi-autonomous and 
speciatlized unit, with its 
own mission to perform. This conflict of
 
self-Imang probably originates from Ito mixed sources of funding.
 

The DOPE receives its core support (Lalaries, physical
plant, etc.) 
from the Ministry of Commerce and Industry. H1C1 perceives DGPE 
as a "owholly-owned subsidiary". But DOPE io quite conscious of Its special
relationship with external sources of funding: World Rank and USAID. The

relationship is the source of its sense of independence, and also of Its

* 	 resentment toward "outside Interference". This sense of dependence, and
resistance expressed toward it,fUndo its expression In the oingle-mindedcommitment to the creation of a bank from the preoent Department of Small 
Business. 

*: 	 It follows that, from the position of DOPE in Panama, thesolution to the problem of procesing applicatIons will be found in the
establishmrnt of the bnnk, Ilowever, not all energy lins bren roncentrated on
realizing that outcome. Vladimir 8larar, tin IDOPE Anlitant Director whoprepared Figure 2, also contrlbutvd an aniYAlys of tho applical Iona procedure
antitld "Proeeto de.fledilneno do ProvilIml t.on en et Trloi!te.... 	 o rotram"i deCr,i nSu s a 	 q.' Oswfl d1n Pe,'nij.r~n 
dod"inTa 1irevelon.,u l'r~ivitu'Inh'e. A outvtirY tinu trait Oo o410il it
orTinal aPltolra nA Appendix ni. It wnr prejpat'4 b) our rollearue, ln. Julit 
Iensdeli, an economlst with previous experlenrn ann loan officer in the 
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GOP. Ing. benedetti also of fers his comments and re
comnenda tlons bnased on

this documient and his knowledge of the credit procecs in PVnama.
 

There are some technical points intthe memorandum conc rning
the standardization of forms, consolidation of steps, and reallocation of
responsibilities among technical personnel. 
While these are important, they

tend to obscure the primary message, which is that the burden of review and
decision making must be shifted from the central office to the provinces
 
themselves.
 

While the author does not co=aent on this point, it 
was
apparent to the translator and evaluator that the redistribution of burdens

recommended within DOPE would place a severe strain upon the resources of the
local offices in the provincial cities. Our independent study of the manpower
situation within DOPE confirms that personnel are already assymetrlcnlly

weighted in favor of the central office. 
 Benedetti's recommendation is to

transfer the bulk of the positions within the Panama office to the field.
 

Of course, this advice is offered without consulting DOPE
administrators or 
the persons to be relocated. Nonetheless, the logic of the
argument Is beyond dispute. Applications would be expedited, customer service

would be improved, and the capacity to provide tcchnical assistance to clients

from the provincial offices would be multiplied 5y a substantial factor. And
it uould be cheaper thnn the bank plan. Benedetti's analysis calls attention
 to the oranizational implications of the endless talk which takes place
 
concerning decentralizat ion.
 

Yet, this is the solution nobody wants. 
 It would disperse
DOPE staff. 
 It would reduce MICI control, and tend to reduce authority of
 
central office administrntors in both the departmint office and the parent
agency. If it 
 is to take place, it must be imposed by an external authority.

But, unpopular A it would be within the Ministry, it is a solution which
speaks both to the need 
 of the lon recipients and to the growth of the
 
Department of Sm.lt Business.
 

In thei subtitle to this section, the applications procedure
was Identified as the basC problem. 
If it Is not the source of

diatisfaetion with the program on the part of prospective entrepreneur,

then it is symptomatic of it. Until It is Improved by the acceptance of
Vladimir 8alaxar's solution or somethinpg else equilly innoVrtiVe,, igroWth of
 
the proqrnm will be stunted.
 

ror the evaluation ie.m, pursuinq th 
 imp Ilan ion. of the
ubiquitous eomplitnto enteornhnv the applicat ions proeess was n+ eni,,hliqt!0i
experience. As t theme dovoloped, It took us to the hoart of
orttnti.antional, ndministrit le i1id informa: ion procesing probleuts 
n. the core
or tho DGIT's oper ion, It In fron thatilerspecttve that vii offer the
obervn! i'n that ,n effort to reform t lie,mpplitrct iono ir.icodure might very
iiel I curo mny of ot ler IIa etleoluit erod In h,o S . prot,rngrl. 
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TAB1,E I. 

SMALL IIIS[ IESS) AN) IM:I)USTRY
 
F REIUEQNCY DI ;'[ !BiUT iO
 

OF LOANS BY I'IZE,1 31,1EC1982.
TO .IIR 

SIZE OF IDAAI 	 N1h.BUER % 

0 - 2,499 60 22.7 

2,500 - 4,999 60 22.7 

5,000 - 7 499 43 16.2 

7,500 - 9 999 26 9.8 
1(1,000 - 12 ') 25 9.4 

12 500 - 14 999 21 7.9 
15 O O - I7',1 , 4 1.5 

17 5 -) 1',99() 3 1.1 
20 ,000 - 2,4/99 9 3.4 

22, 5()() ?"1 ,999 3 1. 1 

25,000 - 11 4.2 

265 100.0 

V~otrs
 

1. 	 Of 26'5 l1oat di!Aturicd thi' li 198:, 120 
or 44.67 . ;reHim ,5 ,0)) eich. 

2 	 Of 26') 1,),ll , r,r, th r' i;,h 19N1, 3 
Io;an:; or 8 .7.e lh,',:i~; '0 ,(00) ench. 
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TABLE! 2 

SMALL 8!jU rf;SS AND 
LOAN )IS'TRIB;UT IfBY PROVI[NCEB 

PROVINCE 1979 1930 

Loans completed 3 17 

.K'TiCuIn t 24,084.00 101, 176.00 

Lonsl; completed 9 9 

Amount 56,371.00 (,0,388.00 

Loans co'mip leted 4 9 

Amount 23,295.00 75,609.00 

J,n5 2aiit o:; 

Loann compll t e d 3 6 

Amount 22,220.00 54 ,746.00 

Veral ' 121,l: 

,:mnn; unip ,,bted 3 20 

HouWt 20,969.00 96,791 .00 

.ainn. comp leted 22 61 

.o'oum t 1/6 '939).00 3H,710.00 

-

IN)S'TIRY:
 
AND YE.AR, 

1981 

18 

144,025.33 


6 

34,423.00 


17 

131,960.00 


9 

641 ,651.95 

18 

109 ,604.4 1 

6,A 


40'1 ,6 .,''4, 

1979-1982 

1982 TOTAL 

19 

191,396.00 

57 

460,681.33 

24 

259,999.00 

48 

411, 181 .00 

29 

298,854.00 

59 

529,71Mi.00 

21 

150,950.00 

39 

292,567.9') 

21 

181,969.42 

62 

409,333.,w) 

114 

1o'., 16 4i 2, 

26') 

Amy ,I 

http:131,960.00
http:34,423.00
http:144,025.33
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(b) Loans and repaymonts: the 1979-1922 performance record.
 

(1) Ioan by size, year and location. 

Deeper undl.:erstandindg of t he p roble:; within the
 
Departmnmt 
 of Smqll Busine:;; reqtire:; that.- ,. e a';rli':;,:; I it:; o rio ince th,!
incept ioa of the UTRB ,,.-fiuneed pr,.ran. From Mn', 1979, throu ,, Ihcrp r, 
1982, tho SE pro'ra disbur.;,,e; 265 loan:i: (n;,, Tab le ) 'L iot otl 
dishursemont (Fable' 2) w'; ... l , ,8?3.1 and th,' vr;;o loan wa.-:; 7,933.
 
Hlo ~weer, this figure i. z.i.l, u ,.
i udinnI - -Th,, ,u -',. : .i,5,25.
 
The frequenc'y distribut ion preo:;,,nt,,d in Table I crwiir;.; thaut 44.6 Z 
of t:he
 
loans were le:;s Ithin 15, l000 each.
 

" '.It l)o;.i1 ; for th"e aim:iiink;trat iv ron q:.,'n z.' l ion of 

1-ransferr, to tlio p:' :nh-Kl otfi :. sino-, thi-; F ir, i!; lo -, to Ih, 
,di ln i , : ionthin t 1i ",'loan pro'co;niny, aw;Py ,,ri Pa.nama ). I i,,:i V O ftf half th. hurdnt ofityi t, ',. ',., i;Io, l!an; (h,
o' 11"a,
 

are by e' ;i o W 1 , 1finition:: 'i n , , ,' j t Wov 1, I I,, i ',i ': tIi f I t han
 
o n t h i r do f I t h -d o l l i :-.l ,.A, 1". I ILjvi,-,. ,rt; 

io)n : : Ir ' i i,:6l
Tlh i:; l,': ' Vl,,. . .. .'' }'i ;..,. c t io n 
to Ilh, p:,,,.,::q , f doc," 'ntr.aliza.'l i n, C:r il i.n: U ,:,- Ih.,. ,,ik, lti T!.' in 

of graf;llt inn1:Fri &l in W a.;..lk ,lo inl I; ,'', , f[ca,;iti . h. rol ov.',,
cotrl .m'IH", 0" IiI in itf opp ittii. * wn v f j i i ca ia d I t nct r" 21: n t i s 
pro ,. ,in- ran b , disl , ,-d , 'Ifinil:,,'-n to, ro,, -, 'I l , , I Lit- i i ,':r c Ihainid a't Ith, ',i u, ,r,,ofcantor,, o io : k d
ti,, / , n A: icu~lt I" qnta in.
 

, t t h,'!ho 
gai ned gui stn Ii lly in valu, dur Iji ., if th . 

T h,' (!;If ' in T 1,, " " ; ' I,';Ili ,'ra'-,. loa n haq' 

life f prtojin.' '[lie ;e ravo.;-ng by, 
year are at; fol l ws: 

197) - : ,6 79 
198() - 6,372 
19,"1 - 7,127 

1982 - 9,501 

Thorp inial so growth of volum,, within the proglram over 
its nhort i eripatn. The ;2, 103, 482 :pendeild hvIt wo,,n 19)79 and 1982 wai.u 
distribut ed a:; follo.s,; by year;: 

Yo Ir No. of Loan:; Tot aI Arjn,, '; 7 (if Tot ;iI
{
11)9 '297.2 1/i6', ) u) 1.0 

1)80 61 38, 7101 18.5 
1981 68 4, ((,66' 23.0 
19);7 1 14 ,;031, i (8 51.5 

'IW'I'A1,S 265 2,111,4M2 10010 
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During the final year of oporation, 1982, the average 
monthly disbursement was t90,264.
 

The growth spurt experienced between 1981 and 1982 was 
largely the result of increased lending operations in the provinces of 
Chiriqui, l1errera and Los Santos. In these three provinces, both the number 
and value of loans increased sharply over the preceding year. The other two 
provinces, Cocle and Veraguas, reached early lending peaks in the year 1980 
and were gradually eclipsed by the others in subziaquent years.
 

For the peak year, 1982, there are substantial
 

differences in the value of the average loan by province, as follows:
 

Province No. 1982 Loan Average 

Cocle 19 l10,073.47 
Chiriqui 24 10,833.29 
llerrera 29 10,305.31 
Los Santos 21 7,188.10 
Veraguns 21 8,665.19 
All Provinces 114 $9,501.48 

The cities designated ;s growth centers in the ORBY 
design, David and Chitre, are located in the two provtnces with the largest 
average loans, Chiriqui and Herrera. When ty.pe.s of businesses and amounts of 
loans by year are reviewed (Table 13), the r-easons for some of the differences 
in provincial averages wilt become apparent. 

(2) The problem of approvels and disbursements.
 

It has been Implied In the earlier pages of this 
analysis that DGPE's procedures for processin% loans, and the point in the 
process 4t which a loan becomes a statistical event, is the source of much 
confusion In record-keeping, reporting, monitoring and evaluating 
performance. The problem is exemplified In Table 3, which compares loans
 
granted (disbursed) with loans committed (npproved) for two proximate dates
 
near the end of 1982.
 

The table discloses thit while only 265 loans had been 
granted up to that date, another 52 were approved and at some stage In the 
process prior to disbursement. The render 0ould recall, lent the 
illustration I dimis,ld as trivial, that the number of loan, approved but not 
disbursed in January, 1983_wns equal to 46% of nit lons disbu;rxed in calendnr 
1982' Evidence of thin sort supportt the conclusion that a revislon In the 
application process is urgent. The indetor.dnant status of these 52 loans 
requiredi he DMIF, to obliqntc W~2,984; ir,.---, this sum could not begin
eartting intercist until isltintoly dinbur . 

-.... ....... . .. .. ... . . . . . .
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TABLE 3
 

LOAN DISTRIBUTION EY PROVINCE: 
 GRANTED AND COMMITTED
 
AS OF JANUARY 3l, L983_L/
 

Loans Committed or
 
Loans O;rantod 
 Pondin
 

as of Iocm, or 31, 1982 as of January 31, 1933 
.9(2jit nor )_(cornp ,tii Go )ro 


PROVINCE 
 No. A JOUNT No. A:-)OU NT 

Coc16 
 57 460,681.33 
 7 100,229.00
 

Chiriquf 
 48 411,181.00 
 L3 132,3,4.OO
 

Ierrera 
 59 529,718.00 8 
 59,718.00
 

Los Santos 
 39 292,567.95 
 5 2/,67,.00) 

Veraguas 
 62 409,333.03 19 
 192,995.71
 

26552 512,293,.7
 

l/ Loans grnnt,-i ar,. (:.';cribod :i'i "ns , , * .oann commit tod aro docribm0
 as O'io;Trrrvth Th,,r.vr,:;". co;t; sion bptwpon tis;h,; o;orie;i; mt'ch 
 in 
tile coS1t itin f ; it int i c by DCE. 

http:192,995.71
http:409,333.03
http:2/,67,.00
http:292,567.95
http:59,718.00
http:529,718.00
http:132,3,4.OO
http:411,181.00
http:100,229.00
http:460,681.33
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(3) The problem of repayments and collections
 

Among DGPE personnel and USAID administrators the
,
status of collections on loans outstanding is 
a subject of fre'iuent
 
discussion. It is considered to be an index of the efficiency with which theprogram is operating. It is also believed to be a critical factor in the
drive toward self-sustained financing within the Department. 
 The repayments

situation will be reviewed to conclude this section.
 

A first glimpse of the status of repayments is presented
in Table 4 opposite. The overview provided has 
a Latin flavor because it is 
cast in 
the form favored by local accounting procedures. First a calculation
is made concerning the "number of letras outstanding," i.c., the total number
 
of payments (letras) including both principal and interest. A second
calculation 
s then made concerning the number of payments which 
are due and
not yet paid. Thirdly, the overdue payments 
are divided by the total number
of payments required 
to wipe out the debt. The resulting small fraction is

the proportion of payments "moroso", or 
delinquent.
 

Calculated in this 
fashion, the morosidad factor equals
.6%---a fraction that is insignificant if not 

6
 

trivial., However, it shrinks
 
to microscopic size only because the amount delinquent, 
 127,560.87, is
divided by the huge figure representing the total balance to be collected:
$1,914,203.92. An alternative view can be obtained by a different procedure.
 

Scheduled payments 
to be collected from all disbursed
loans in 1982 equal ,391,537.52. The amount 
reported delinquent in Tnble 4,

$127,560.87, is 33% of the total 
to be collected. Thin proportion Is neither
trivial nor insignificant. This demonstration should 
inspire caution in the
acceptance of interpretations of indebtedness. 
 Later data introduced below

(Tables 6A and 61) 
 will confirm that the situation is neither as good as

presented in Table 4 nor as 
bad as the 33% figure suggests.
 

Table 5 presents another common Latin procedure for
computing delinquency. 
The value of the number of delinquent payments from
all outstanding loans is computed as 
a lump sum. This procedure fails to take

the date of the loan and the length of time It has been 
In force into
account. The average delinquent account 
(there were 137 identified In Table
4) divided into the total number or 
delinquent payments (there are 
584 listed
in Table 5), yields nn average of 4.26 payments delinquent. lowever, n
delinquent account producing the average (4,26figure letrnn moross) could
have been in force for six months to three yeors. 

For nn officlal roport on collection problems with DCPIE,th render in referrod to Appondix C, "A1alypisdi! In oni^.t.. 31 dediciembre de 1982". dncumentThis dencribes the totnl ,icolectod01d1, t111on
pOymrmtn for sll three prngrnoin curr.ntly oporat, t!d tt)OPE.: orld Brink(21,503 in nrreoarn); UIMlE-USJAID (,,'99,493 delinerqutIn -iccounts), and the old 
.. I Sm ll Induntry i'rosram ($177,191 tncollcted), 

http:127,560.87
http:391,537.52
http:1,914,203.92
http:127,560.87
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'TABLE 4. 

DELINQUENT REPAYM ENTS OF S:IAL, [USII'S S ADiNDYJSTRY LOANS 
IN RELATION TO OI.T;'IfAu 1)ING BALANICE AS OF

I) 'CE:,I ;! R 3l , 198?9 

Provin e 

No. of 
Cut ront 
Accounts 

No. of 
Del inq uf'nit 
Accounts _ 

Amoun t 
Dolinquent 

Outstandln, 
Balanco to 
bo Rcover-dr 

Percont 
Deli nq'u. nt 
of Out t n 
inl __-___ 

Chiriqtui 45 31 43,803.57 382,152.63 ll.5 

Cocl6 56 33 35,639.53 437,198.30 8.2 

llorrra 52 21 18,366.62 491, 380. 82 3.7 

Los Santos 37 15 5,415.26 264,653.22 2.0 

Verauaj:; 56 37 24,330J 9 333,::l , .5 9.8 

Tota.l 201 137 12705b.87 L,914, 63.2 6.6" 

This chart shows that delinquent accounts are still a small portion of the balance 
to be recovered. 



- 33 

''ABIE 5 

STATUS OF ACCOJN[S: : ,L :I,I, i. usY LOA..S 
AS OF DI .E R.31 , 19 2 

No. of Valu- of Total of 
%'yn-nt Payn.nt ss DolinLquent

Province 
 Dl i nquont Delinq:,nt I/ Accounts K/ 

Los S"ntos 43 
 5,091.33 5,141.38
 

llerrora 
 68 17, 4(, .02 17,408.02 

Cocl, 192 
 30,514.93 30,851.67
 

Chiri tquf 167 31,533.0,3 38,283.57
 

V1r;1[,uaS 114 19,71.18 20,508.93 

584 107,2-1.5'4 112,193.57 

Source: Status of Accounts in DGPE. 

I/ 
2/ 

Includos surch -r,, of 1%. 
Incl1u 3:; int,,r,.s;t ipnytrInt, nccrud dtirin: th- ;rnc,, perio4. 

http:112,193.57
http:20,508.93
http:19,71.18
http:38,283.57
http:30,851.67
http:30,514.93
http:17,408.02
http:5,141.38
http:5,091.33
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The reader may lhnve perceived that the amounts describedas 
uncollected payments for Project:ORWIE in Tables 4-5 and Appendix C di
correspond with each other. not

Thin is the norm rather than tile exception with
statistics prepared at DOPE. 
The variation reflects changing definitionsutilized by different clerical personnel and the dynamic character of a filein which the status of individual loans is subject to reinterpretation from
month to month. 
The basis of instability is dual: 
 loans disbursed enter a
grace period of variable length during which payments are not assessed against
them. 
As the grace period expires they are added to the active file and
delinquency will be measured if payments are not made promptly. 
Furthermore,
as loans are paid up, they are cancelled from the active file and delinquent
payments previously charged against them are deleted.
 

The evaltation team remained unconvinced that the
accounting procedures employed In Tables 4-5 were of substantial value in
understanding the repayment situation within the Department of Small
Busineso. We 
 believe that the repayment situation should be examined for (l)
a fixed n-juber of lean accounts, over (2) a delimited period of time.
(Panels A and B) Table 6
was prepared as a result, using ledger sheets supplied by the
DOPE internal audit. 
 It gives a different picture from either Tables 4-5 or
 
Appendix C.
 

Table 6, Panel A examines total payments scheduled to becollected during 1982 ($391,537) and asks, what proportion of that total wan
actually paid? 
The answer in $308,730 or 78.9% (neither as good as 
the 6.6%
from Table 4 nor as bad as 
the 33% 
figure calculated from the uncollected
balance at 
the end of 1982 in Table 4, divided by all payments scheduled to be
collected in 1982).
 

Table 6, Panel A further discloses that there are
substantial differences between the repayment records for 1982 encountered in
the different provinces. The best collection rate (SAY7) 
 appears In Veraguas,
and the worst (61.91) in Chiriqui. 
 In the tatter province, the evaluation
team was told by the provincial MICI director that he had acquired a loai
portfolio with a number of accounts opened by persons with political
connections who maintained that they wore not required to pay. 
Except for
Chiriqui, all other provinces were equal to or above the national average.
 

An Interesting sidelightportion of Table 6, Panel is presente'd by tho l-worA, devoted toatlegod to be automatic na! never 
payroll deduction payments. These aredelinquent. They repnymentsare which aneauthorized to be deducted from the paychecks of perminent employes, uually.government workers. lowever, levetthe ar delinquency for th 1ear In heepayroll deductions (77.6%) Is about the Name a that of the rest nr thewestnrn l'nnama region. The explanation mont frequently gsive Ihatis thogovernment is 

pay 
tardy In !anuin, patychreks bernni, it (reqetni|y Inlk runilo tnits cirront nrcount,. Anot her exp lanal ion Is t lit GO1I hi employeenfrequently change from ono, gow.,rnment Jb to anothor ind dohdiinns havet roublo knoepinpg up with msio,' iihortte ndi pe'rlei,u4 of iinowetno s-tW44n!ti4't

ob a. 



S:III.)IILE[) PAY: !ENT AN) CTL OcN'lr)I;;L'Y PROVI.CE FOR 1982 1/ 
(Pe'trcent of WhOrt,1 Pay'vmonts; M'.io(' for hh. Ye;r) 

Pai,o l A 

At;;UAL TOTALS 

A. 	 P'.yment, M,'civ' to Provincial Offices 

Prov ince 

Chi riqui 
"hs-i!ed ird P,yrilnt sI $65,644. 13 

Act 	 '&l l'.iyonl ; 40,6459.32 
l',re', t Pi i ,d 61 .W, 

C)C I "
 

Ad'ii I I'ay' 
 (s(~;:m 

lher r"'rilA cta P,'inw 6671,6
 

Ar I tii I ' |i,' { ,, 77,52.;'. ,' 

1.o:;41ntP -f9 

A 	 II P tym'l . 37,V31 .6' 
ri r 	 If ;'i 719.4 

;1 111-14111I" l
 

A( I "1a1I Payi 
 7w"Il7h59.00!W r{',.nl Pais,! h 6 . Q) : 

B,. 	P'yr n, , 	 a, (Int r (l ffir by Pyroll ,,urti, ' mi . 

0a 	 'i' I II I y I 1, 

Po' +lt-10/1 +, 

I',+l, 	 ,lot + ' + W 

http:40,6459.32
http:PROVI.CE
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A closer view of the 1982 repaymont situation ts
plovided by Tabtie ronnol6 B. Hero the percent of scheduled payments made bymonth is examined by province. 
The low figure for the year (37.4%) appears
for October inChiriqui. 
 The months of April (43.4%) and August (38.7%) werealmost as bad. 
However, Chiriqui was the province with the worst overall
 
repayment record for the year.
 

Veraguas, which had the best annual proportion of
collections, still had some extremely poor individual months; for example, the
level of collection in February was a discouraging 54.5%. The reader should
also note that in the lower panel presentins government payroll deductions,
the month of December (27.9%) Is lower than the poorest month in Chiriqui'
Month-to-monthinconsistency appears as a recurrent theme throughout the 1982
records of repayment.
 

A further peculiarity appears in the monthly repaymentrecords. For each province there is atare least one month inwhich repaymentsnore than 100% of sche'uled colle-.toees. The irregularity of 1-1ostatistics compiled from the DGPR ledger sheets requires a few comments on
payment patterns encountered in the course of interviews with DGPE provincilt

personnel.
 

Itwas observed in several of the provinces that it to
unusual for businessmen to make monthly payments on their loans unless their
incomes are evenly distributed over time. 
For most of them, business is
seasonal and payments for their goods or services may be delayed.
Consequently, many of them establish their own rhythm for settling thair loan
accounts. 
This usually means that they batch their payments and make them at
intervals of two, three or Oncefour months. the pattern is established, Itis unlikely that provincial loan officers rosponnible for collections will domore than verify their intention to pay at a specified future date. 

Because delinquency is calculated as letras morooas,persons who consolidate payments Into two-month or three-MohtEU111t 1arealways listedats delinquent except during the thirty days immediatelyfollowing a payment. The bnokkeeping system tends to maximize the visibilityof this pattern and encourage a negative interpretation of it. In the view of
the ev4luation team, a borrower who makes three payments every three months isto be considered "good pay". It would be wasteful to pursue him for regularpayment s# I!I
 

Yet much concern hie been expresped in I'annt,4 City aboutthe neced to "go after" those delinquent nccnunts. Whnt is unutlly implied Isthat an elaborate bill collection not up should be Initiated, with loonnltesfor non-payment: cncellation, reposneasion, forecloaure, etc. Prov Ieti IIloan personnel are less enthusiasti c, malntainittiq (I) you cannot collect fromrlients until they have tae tlheir on tl Iec i n from vtin(mern, ,and (2)thoir wormt of del linq have Ihlense nIen ,li.alhn level of po1 fitektl
protect inn -nd nre virtually Imino,.
 

An na44lll lt Ipetroee ile, develoled by th, eval itll gt
teA, o preenteo d in T ibl 7. The ebte 0xnI4,ues dellnqu,,ney a /I 
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TA:i.F1- 7 

Nuirbo>,r of Pi]":+n +;DOr' mn+'+t !)v Porrl-t- )+f"Ictn Alre-tilv Pa{d 

of Loan Paym-n ts ioro,,o Moroso MoromoAlr-(..cv Paid Curront/Aho.ad 1-2 Lot ra 3-9 Let rii 11-30+ l.,P ru Totil 

0 - 4 9 6 6 4 25
5 - 9 4 3 1, 3 1410 - 14 II 8 5 5 291 - 19 4 10 2 - 1620 - 24 6 6 4 2 18
25 - 29 2 3 2 230 - 3' - 6 2 1 935 - 39 2 2 7 1 1240 - 44 7 3 145 - 49 6 2 3 1 1250 - 54 3 5 6 4 1"
5. - r ) 2 1 5 1 90 6 1" 56 4 !- t 

6,'5 - 69 2 2 3 " 77 0- --
PC 42-- 2

85 ) I - -
2() 

90 - 9, 3  " 3
) 10 )  - " 
 - I 

T (It,11 64 640 58 27 2 11 

Ciput ' . itt,, r f lttr.'m uie,d i tdt'4 1 .)y .offl n i,++t , i r. 


-r of ti,p loon) otnn i'oh j.1 ,'.2
 

http:Curront/Aho.ad
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progressive factor which must be viewed at different stages in the life cycleof the loan. The key factor hero in 
to order the loans in terms of the
proportion of payments outstanding, which .imulates a chronological sc';uence.
The table discloses the following pattern for the life cycle of the current 
port folio:
 

X of Loan 
 % of

Already Paid Total Number 
 Total Loans
 

00 - 24% 102 48 
25 -49 $2 24 
50- 74 46 :2 
74- 99 13 6
 

TOTAL 10
 

The distribution reflects the youth of the program:

of the entire portfolio represents loans made in 1982. 

43%
 
However, the results
are more interesting when 0olinquency is oxained by stiges In tie life cycle

of the loans.
 

2 of Loan 
 %with more than 
Already Paid Number 3 delinquent pacnlt 

00 - 24% 35 
 35Z
 
25 - 49 29 55
 
50- 74 20 
 44
 
75- 99 1 
 8
 

TOTAL 
 40%
 

The illustration above discloses that 40% of all active
loains r delinquent by three or more pdyments. 
 Seriously delinquent loans

(ten to thirty lotras morS4s) account 
for only 13% of the total portfolio,
however. Roughly one-fourth of the loans (27%) fat betuee.o three and nine
paymdnts dolinquort. These proportions way now be related to the life cyclit
chart in Table 7.
 

Loan recipients evidently not off to a AloW start. Moro
th4n one-third of those wit, tes# than 25% of their loan# rep4id aredolinquent by more than three payments. As Ithe lean period progrosses, tho 
problem becomes worso. Of thome proprietors wlth 25 to 49Z of their loansrepaid, more than h111f (55%) owoe three pmyments or more to DGIPE. The
situation Improvos 
 omewhat for loans In the 50 to 74% repaid enteogry; 44Z
 msy b considered seriously delinqtent. For proprietori who have repaid 75%or more of their toan, however, an excellent repayment record in ,enountered;
only h% are more than three payments in arrearo. 

The ti ,yete of tise loan irt folio deocrllen ndelinquency curve. It Inditatet del in'iuey ofthat three !.iymonti or wror,' InInns thin nvora at thl belniwOlt, rite's oharply in 35% nwiom., thoit. Who havilrepaid 2§ to 4{ aisd 1hn Pharply me, tote near xern non th 1#o1n1 
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norinq malturity. These data raise in intoresting questions It would have
been useful to determine what proportion of the collection made in each
province during specific months were pant-due-payments, and the level of
 
delinquency represented.
 

Certainly, there is enough negative evidence in these

figures to sound the alarm over collections procedures. The program has
frequently been berated for failure to introduce strict retribution against
 
delinquent accounts. 
This is not an easy task for a government agency

operating within the ideology of a populist democracy established by the
Torrijos regime. Government tends to be perceived as a resource rather than
 
as a regulator.
 

Recovery measures have been undertaken. Field personnel

visit accounts to make collections. A legal officer was retained to make

calls on delinquent clients. However, authorization of the HICI Vice-Hinister
 
appears to be required before legal action can be taken. 
Such action is

interpreted as a political, rather than a financial statement' 
 lampered by

this job definition, the legal officer interpreted his task as one of
preparing revised schedules for refinancing. Thirty to forty of these have
 
apparently been arranged during 1982.
 

When confronted with a barrag;, of statistics on
repayment, delinquency, rates of collection, and the like, It is easy to lose
 
perspective. The fact has been establishod that the repayment records of 40Z
o the loan recipients could be improved upon. Improvements of this sort In
a

supervised credit program are always desirable. Inculcating good habits
 
regarding the use of credit to 
one of the goals of the program.
 

But, frott the point of view of the program's financiat
 
status, what difference does itmake? Cash flow Is
a perpetual concern at
 
DOPZ headquarters In Panama City. 
During calendar 1982, collections of

$308,730 averaged $25,727.50 per month. 
If the total amount due and payable

($391,537) had been collected, the monthly avorape would have risen to
$32,628---a gain of 27Z. 
This degree of improvement, if accomplished, would

be romendable. But 
Its Impact on the undortylig issue of self-support from
 
reflow would be near zero.
 

Evidence In support of this can be drawn from Table 8.

For the first two months of 1983, the loans disbursed at DGPE squatlted

*121,320 per month. The average collections for the tat two months of l982,
 
as reported In Table 6, Panel 11,were $30,200 per month. 
This was leas than
251 of the amount disbursed per month during the aubsequent two months of

January-February, 1983, an reportnd In Table 8. The average amunt. Aheh' 
 dd

for collection during the list twn montls of 1982 wan *41,651 (e 
 t--eTfon
 
wers ohort b)y 27% --- ftip tiaw proportion a for the entIre year). If 
scheduled ol teetlion' had belen vvilo n limne, t he'i, ld hnve .tt011ieud only

34 .1%of January-70brtinry nvoraeie di nbmirnew-.nta. 
 The ahorl fal of two-thirda
 
fmtionstraitiod by tlhoho fi,*,oir, doi , niot t ake aioinikt ralvWe exlpneno or 
raflintecles Into accounit. 

http:25,727.50
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TABLE 8 

SMALL 11U1S INESS AND INIDUSTRY 
LOAN ACTrvi' DIJ[N, JANfIARY-FEBRUARY, 1983 

Jinurv 1983 Februarv 1983 
 Totnls

No. Amount No. Amou n t No. Aniount 

Lonns approved II 77,474 11 l32,568 22 210,042
( prob!ados) 

i in'; disburseO 14 $146,467 to (1)6,174 24 242,641vri'.,(boI.; ,10 ) 

lo 'in dii ;) ur's emoi t pend ing 29 $299,504 25 $203,816 
(p2, dt,;,,r, ol sir) 
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In short, DOPE is a long way from solving its liquidityproblem by financing through reflows loanson 
 alone. Introducing cumbersomecollection machinery at 
this point would probably fail 
to pay for itself. The
evaluation team remains unconvinced that simpler measures would not serve as
well. For example, there has not been any effort to 
impose a late payment

charge on 
letras morosas outstanding.
 

(4) The operating costs within DOPE
 

The concern over cash flow, self-financing, cost
recovery and liquidity in DGPE, and also among its USAID observers, raises a
related issue: 
that of the costs themselves. 
 Because MICI provides the
payroll for DOPE operations, and subsidizes both salary and office expenses
for Panama City and field offices, cost accounting is 
an opaque issue. In
response to the evaluation team's specific inquiry, an effort at cost
accounting was made by Eduardo Castaflo, 
chief consultant to DOPE's Panama
 
office. 

The results he provided are given below:
 

DOPE Operating Costs for 1982
 

Salaries 
 $360,948

Fringe Benefits 
 144,379

Rentals 
 27,000

Utilities 
 24,000
Expenses (equipment maintenance, transpor

tation expenses, per diem, teaching ma
terials, seminar-workshop expenditure,

security services, etc.) 
 31,707
 

TOTAL 
 $588,034
 

Interest payment to COFINA 
 21,704,
 

(,RAND TOTAL 
 $609,738
 

The expense figures given above are for the total
Department of Small Buoiness. 
 It should be recalled that a portion of those
costs are allocated to the administraton of the World Bank portion of the SSE
program. 
On the basis of proportional loan fund disbursement during*($500,000 t982
from the World Bank fund and $1,000,000 from URIE-USAID) It Isreasonable to project that two-thirds of DGPZ expenditure should be charged toits Project URBE opoe:ntions. 

if that figure is, realistic, then $400,000 In Arasonable figure for the ndminittrat~ive ,xp,,ndltursqntindo bly DMIE on behalftho Project URBE progrtn,. Thin was an nmount a-pproxinatolV rquil to (btgroater than) notthe ntot total of ncvottt r,,ceiv.b 9 In Tlo 6, 
A) during calendar 1932.
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then, Rather than utilizing its reflows fora selfnustnining DGPE, organized as 
 lending purposes,
almost all of its cash 
it is at: present, Would consume
to Incet 
its operating expenses.
xpeses
ng ThereTlerewouldw be little
e l


or nothing left for relending and the revolving fund would be stuck ner t 
e
 

zero point.
 

(5) The record of employment generated.
 

An additional dimension of performance regarding the
 
loan program of the Department of Small Business receives relatively little
attention: the question of employment generated.of the program and the reason This to the nominal purpose
for ,providing the loan funds. 
 To discharge its

obligation in this area, however, DGPE provides only the most rudimentary
information at the time a loan application is prepared. 
There is 
no follow-up.
 

On the basis of the annual reports prepared in 1980,

1981 and 1982 by the DCPE, the following numbers have become available:
 

Number of 
 Number
 
Jobs reted 
 of Loans
 

April, 1979 
- December, 1980
January, 1981 243 
- December, 1981 342 
83
 

January, 1982 112
- December, 1982 
 346 
 121

Totals 
 9 r, 3-6
 

They are not very convincing.
while not clearly designated as such in the reports, obvioutly refers to loans

approved, and not to loans disbursed. 


The right-hand column,
 
The correct
at 
the end of 1982 was 265. 

figure for loans disbursaed
Therefore, the "jobs created" column might more
accurately be headed "Jobs 
intended".
 

The intention of the applicants at the time their 

were being processed was to employ the number of workers stated: 
 ,arrs
equals three workers per loan. The total loan fund to which this 

931. Thi,_s
 
retate is the figure shouldsum of "loans granted" and$2,606,566. "loans committed" In T 
 iable
The loan funds required to produce one job, using these 

3: appears to be $2,8s0. figures,
If the 931 employees were actually "out there" drawing
paychecks, this would be a respectable investment level
achieved. 
For reasons specified, however, neither the 
for the results 

number of loans 
nor tihe

number of jobs created can be granted a high degree of credtbility.
 

A further defect
the program in that in the employment genoraeion aspect of
no att-mpt in mnde
the applicants or the types ofr 
to report either tha skill levels of
B8' ding,the iring.
recorded and Wage rntsn art! notlob continuity is not 
nn iune. 

employ ,,t The DPI ay a hidden coatiformition. 
Sftt,:. it for Its nvglect of
ts to utoII z actostnit(ated or .g rocernini, buginosnn,jobs crened to juntiry
33 It ,'xint,||C4, tho tromgt, fr wCnktlos 

l r ! ~ O :4 4 I 1 
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TABLE () 

SMALL BUS[NESS AND IN)USTRY LOANS Y EW;AD OLI) IIIJSSNS,
AND BY WORKING CAPITAL OR 1'IXEI) VV;.EST.E.NT, 1979-1982 

No. of Loans 

Use of Loan
 

No. of
 
LoinsNew Old 
 R'2octod/ Working
Ypar N Businoss Business Amount 
 Void Capital Fixed 

1979 22 9* 12 145,433.0) 2 57,438.54 17,994.46 

1930 61 27 34 388,710.,D 13 171,376.76 217,333.24 

19i21 68 40 28 484,664.01 12 237,602.62 247,062.07 

1982 114 56 58 1,OP3,16S.02 6 791 ,720.63 291 ,447.79 

OTAI'S 265 132 132 12,1(F[, (,. 33 l,258,13 ;.:' $8-13, i7.56 

nDatan'dv&vila blo n o 6,loa ,n($1,506) already repaid.
When :zddto total of 264 loansJ, they equal 0;, 103,462.11, the total of Table 2. 

http:103,462.11
http:VV;.EST.E.NT
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of 	 the program depnd. ent 	irely on the n.sess;;ment of the credit nprntion
itself. Tiere,. noare ot her dat a (and even those I,"nd to he msl ,eading as
 
sections 2-3 have (idr'iihint d(L).
 

- far d ifferent view of the operat on, 	 and a much morefavorable prqn-'; ii; for 	 it'; expan;ion, mig,,ht he obtained if the obso;e r's
at tent ion w r, dii 
 ctd .awa ' from t h,- emnit r office and towi:trd theacco:npIi:;hm:nt t:!:ing pl ac , in 	 the field. For this to 	occur, however, a morecomprehen'; \,,, inir:Ltin qatl , r i I:t l twoik on b sinn .; oprnti on. and
 
employment 
 will be n,,dd. 

(6) 	 T , loan :v- f i:x.ed v;. work i ;c:p it: . 

Th, *,'c! ion : I cocn,iu ,' 	 Li t h &on'vl-'nrat ion on ad ff rn iu,; r, ,lat ei t n t ci A-t'.or of I eI loa.ns I,h'm;oelv,,; In ''able 9,lo.an have b Y s-pi' a on two''it, ; iin;: old rinda 	 new, :nd fi:.x,,dcapital v.,r w.,r-i: ca Ip itl. Th di i ion bw'w'",n n,'' eantr,'p ', "u s and
tho e with ct :qhl i; ,,d 5, ';ino,'; ''" " ",'0; iv ':I:u'tz.l ,q IFor 
 I W, 	 1979-1982
project priod. it i I : pr o: i!: 1' Y ', lqual for tI h , ,o . ).;) in wh ich, 

most of t he Io'lis ro:-i'L'.
 

fixed ca it 
'I - r! 11or Itn bo ai, d coIcr i ' '1I hI, iiv i !,i' :;I !) f o
la nd' w; i/li,* l ci' it0l. 
 O',t,,r I W',' h;t:;ha be, n a i; u t iilshift at ayt fr,,:ro 'i::,. i. it al. , .hiichi ihiL :iiL :tt,,,l di ini'ui;' 1Y'l-1 .'I). Duii :
 

Diur iii,n : 
 191 	", o 1. h, Vi' H, ' i' I a' ' II'k ' i ii r - r , ' ; ,o f oir r'! !t i w, 

rit a 	 sl:i iqtl l : it,alt pii Ii fns 	nn iTniir.'tr of ":'p,.nd-,dm I it .1-l'l Onp~rodulct ion. t' o bo ar,,I'P, o.IA; f,,r ,,rkinq, caplitalI }"',' 11" , 

o ften' i Il i I I i, .-. -"is'', . . [[''.:I l, il, I l ' , . I';lt l' d 

the ir v1q','tri, and t(, I . :It ' ii ui!tm'.I i i a1,r ',l,. Aoic.. 
"iil,'I,, 1 .' i " 	 " . 1 ':~ . it: oll , ilm ,.v, ., T h,, ea.r lylo .',Ill ; 1,1 Ith , I' , r " . , , ' +, l , i 1 ,, , lJl+,i, lt I . TI,h o, *'. ,:-o lp ,'ll c ,' o fDGPHt' loaIn "ific,'rn ind' ir''l,'% !h I itl H I " ',i 'll tW"r'' n''1 toy lontI[ 9,

.s" Ml' i m,'l '..ork i" , capr i ta: l") 1 0 	 -', :: ,,oi'. :, w "I fi''- po'ti' t i il ofI ho' ,,qu ipl,,ontb o'ill, puI rch k o,,.hl t;,;io inf ro-,, o, i ! . iv . .:., i', o fi lo.l , .lud' in th e, 

it lI i:. b.i,*+- !m fl i( ion!l fo r n iny,, in vo.,,,t iv-.tl, r-q I,, ,.i ,,, the,friers p~re ,n ,,d lip t,, thi n, po int K,,,w,ro r,'.chin,,, .. ,I ,:,:il c,,Il, ,l'n i m; ih,
loanll pror a .: 'lth, ano,.t,.y W i,.1 l ; h}1*inw lift I , inll,,',,s; i!) III,' 1 ll lV,, ,o f 

lo.inq; by 	 ind w! ry, Vf n.. 1,,° Or. :'Or'.ic,, .a, t W ily. I,,.-,v,,r, thro ,,,.N IN 1!& 
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concern for the deFinitions Of these concepts, 
or for observing the boundaries

between them.
 

There is 
a rich field of inquiry in the relationship between the
 
type of business established, the size of the loan solicited, and the success
of the operation supported. 
 Since different communities have different
patterns of demand for business activities, location is another dimension of
success or failure.
 

The Department of Small Business office in Panama is far removed
from these considerations, both in its spatial location and in its mental
set. 
 Where it is quite possible to generate a lively discussion of
applications procedures, decentralization of decision-making, or collections
policies within DGPE, blank stares greet efforts to focus attention upon the

business activities themselves.
 

(a) Frequency of Types of Business and Industry.
 

An innovation in the presentatton of SSE data can be
achieved by the simple expedient of presenting a frequency distribution of
businesses and industries converted to 
a standard classification, as in Table
10. The first impression gleaned from the results is that the retail grocery
store (ranked No. 1) is the most sought after enterprise and the one for which
loans are most often requested. This impression can be broadened rapidly by
noting that the 6200 classification (retail merchandise) to which the grocery
stores belong Is shared with enterprises ranked 4 and 5 (general stores and
retail specialty goods). 
 If ranks 1, 4 and 5 are merged to u-|te the SSE's
classified as 6200, they represent almost one-third (29.1%),of all loans

disburied from 1979 through 1982.
 

The examination of the SSE's ranked l through 10 discloses
that they contain more than two-thirds (69%) of all enterprises for which
loans were provided. Furthermore, they are all basic food, clothing and
shelter enterprises except for numbers 3 and 9. Some welding shops produce
primarily metal (garden-type).furniture; but others in this category are
engaged in transportation-related activities. 
The medical and dental services
(rank No. 9) 
are primarily laboratory activities and supply operations.
 

There are a few observations from the frequency distribution
which are at odds with local perceptions. There is a substantial amount of
production being financed from the SSE resources provided through DOPE:
 

Welding shops, etc.,
 
Butchering, poultry, etc.,
Clothes manufacturo 
linkacry products 
Cemrent blochis 
Lenthor goodn and ohoea 

Aggreognte, 108 enterprises 
or 40.87 or total 

Oran mills 
Snwrtl I I 
Crnmic ind c111y produetl 
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TABLE 10 

SMALL BUSINESS AND INDUSTRY:FREQUENCY DISTRIBUTION OF LOANS BY TYPE OF ACTIVITY 

Rank Type of Business/Industri * N 

I 
2 
3 

Groceries retail, supermarkets, food stores (6200)Furniture, wood and wicker industries (3312, 3319, 3320)Welding shop, blacksmith, autobody repair, metal fixtures 

44 
21 
20 

4 

5 
5 
6 
7 
8 
9 
10 
11 
11 
12 
12 
13 
13 
13 
13 
14 
14 
15 
15 
15 
15 
16 
16 
16 
16 
16 
16 
16 
16 

16 

(3811, 3812, 3819)General store, retail merchandise, clothes (6200)
Butchery, poultry, fish preparation,(3111)
Specialty goods retail, auto parts, boutique, drug store (6200)Clothes manufacture and tailoring (3220)
Bakery products, candies, coffee, spices (3117, 3121)
Cement blocks, bricks, nonm-*tall 4 c marrials, tiles (391, 3699)Medical/dental services, clinics, laboratories (9331)Leather shop (except shoes), saddler, upholstery (3233, 3211)Shoe shop, shoe factory or repair (3240)
Electrical, auto repair, machine maintenance (9512, 9513)Grain mill, rice mill, cereals (3116)
Restaurant, cafeteria, food service (6310)
Laundry, car wash (9520) 
Sawmill, lumber yard, timber, firew~ood (331)
Ceramic and clay products, pottery (3610, 3691)
Beauty parlor, barber shop, florist (9591, 1599)
Tree farms, nursery, landscaping (1110, 1210, 9200)
Printing, photography, photocopy (3420, 9592)
Animal feed preparation (3122)
Tannery, leather processing (3231)
Other manufacture (3909) 
Consulting services, accounting (8322)
Sand and gravel, mining (2901) 
Fishing (1301) 
Dairy products (3112) 
Chemicals, fertilizer (3512, 3529)
Auto parts manufacture (3843) 
Jewelry shop (3901, 9514)
Transportation service (7112)
Radio and television station (9413) 
Other home services and repair (9519) 

17 
16 
16 
14 
13 
12 
10 
9 
8 
8 
6 
6 
5 
5 
5 
5 
4 
4 
2 
2 
2 
2 
1 
1 
1 
1 
1 
1 

1 
1 

1. 

TOTALn n 265 

%
 

16.6
 
7.9
 
7.5
 

6.4
 
6.0
 
6.1
 
5.3
 
4.9
 
4.5
 
3.8
 
3.4
 
3.0 
3.0
 
2.3
 
2.3
 
1.9
 
1.9
 
1.9
 
1.9
 
1.5
 
1.5
 
.8
 
.7
 
.7
 
.7
 
.4
 
.4
 
.4
 
.4.
 
.4
 
.4
 
.4
 
.4
 

100.0
 

*Internntionol Uniform lnduntrint clnnniriention, Se4rfna M, N'o. 4, 2nd. rovisinn.Minintry of Plnnnini; nnd Kconomir Poitcy. 1Itna. 
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TrhO'; lrot (only meaning'ful~ on! 'rpr isv from t he
 
st *nndpoint of g~oods producedi, but als~o in I vri; of ba:rkwnmrdI 1 ;m;'en to(

agric"Itl re and pno 'i l Fior oTmj)lvnoiii or skille lU1ihorerr 
 and ri 'rivni 
workers. 

iii' oppr)l115n. ioni wasi' .':mtronoo n-;mr th '.)0:' lining orf t w

URBE1 prVoject t hiit 
 rot ii 1 samlon iud ('omerv iA e 't&rpri;t-son Yit (IIpr iv.' 
prod"Mw No' onta*rpr1i "f M-i r shiire of the re;'urco ;i-;.. lTho prvvioi SSE 
pr'i-gra wa':mpo2.'itIirall '*' r"'indiqt rie5"',Ilt to exclmudin A'miken!;

etrrin; ; nuvh-ltor Wsii rva:;';m. 1lm- ;mprhoni; m :mpoar% ive.,
to h) W1
 

ttII Tabln 11 opp sit I ic n t - naci t rn 

ci. .iZ5 rivcal inn aqi Tam Ii' 10(, p rov i ii,' d :j on1 ri in U n m -ian lain1 val~a an(,'-ii
numbern or empl1oyees; p ri joclv Th lil-51i 2 fiv- ranked' UKi's2 Tahlo-m 'IJ 
Weiv t he folkhin or i 1"A '.iii'I 'ii 

Pankl' flor; in; 21- Mei'i' in VA "' 

I (ro-r 'Ii . 2 1:11 a 1 44 13,0l7

2 Por t- iii, woiU , ii c , 21 8,03 
3 Weo Ia i ,,h 20-I 6,191
4 (;l-A> I ,;I orc 17 5,3Ys
5 But che'r, pimi I mry 16 2,5~22 
5 Special t y qfl);-; 16 11, V13 

Furnitutrv, wv1 Uinn Ana ;p'c 21?y retai goodsv1)~are well An-v. 
t- modimn value. 1 iVnnilly' h va luo a'.re o:;'ounteo (*2' pr isC1For thq ',t-

whirh req~iot eqipqcot andi N'ichminot plnrc-1io: grai mill , phlot iropy , foodl
 
mill1, 
 t anneiry, andl fin-nit uii "Aifiitmro. 

'1111, Ofip 1 ',.i I 1-mal : i Cli *i i jimll 'I-m'l 11 re-prese~nt

oIIcI 
 pral j lt wc.1 1':,- dirxm-wr friri the. ippli jct ionA. It his; not W''ii yen fird in ho fii-I. 'ihi ;'i' :11t rr-p1 :2,mit*'i't :pMIion- were:. sharedl A'
 

w:orl,(11j..- i (. / 1"n% pot 1H-IpriW. 10i- unimtU-ml ~ jirm in this~ 

regard~rrr~ y P M J AOo 5 e mij lIE'r 

f~mm i 1q' WhmY m:r ' m"i i~ t N, ~ i :i ,-, ' 1)f mi t e, "oI ho i-i'j 
lit: 2 ! i l l tii i 14' opl. I It i Il, 

i yWi) 'ypo "I Klo o bH; Anvi-2-.: "I Irroimm jet. 

In [:n 1. 12: , l indmliO rtin! .2; i--it I in K od f,*I 

neari sI o !2t '-
 i I 'I j' oi f " I:; mm1.'; . ii' -mmii - * f I I:r_ j i111 c- (mi ir 

n'l i ali ii f Ii ? / . i I Ini' Wlimo.. I I u " I,--1 ;!'fi ll I I, n1 Ii-mi - ;or! c: r 

(mrnirom or.in ; 0'. 4' l I I "i-I -,mI .", An" i, c li't %j 'A ". ') ,,V.VI I 
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TABLE~ II 

Rann.a and Mcean Values of Loans by Type 
of Business Activity
 

Shoe/Leather 
Sale and Meat Prep.

SGrocery 
Ctothinq Mfg. 
Welding Metal Work 
General Str. 
Block/Tile 
Bakeries 
Special Str. 
Furniture Mfg.
?4adicat 

Ceramics 
Other Mfg. 
Sawmill lumber 
Laundramat car wash 
Florist Boauty Shop 
Aacouitants 
Plantbursery 
Grain Milt 
Tannery 

Mnchine/Auto Repair
Printing Photocopy 
Restaurant 
Feed Mill 
Fishing 
Jewelry 
Chemical Mfg. 
Service Other Home 
Transportation
Auto Parts Mfg. 
Dairy products
Radio/TV. 

Sand/Rock 

Totals 

*rato lacking from onn 

N 

17 
16 
44 
14 
20 
17 
12 
13 
16 
21 
10 

5 
2 
5 
5 
5 
2 
4 
6 
2 
8 
4 
6 
2 
1 
I 
1 
I 
1 
1 
1 
1 

1. 

265 

loan. 

Low 
Value 

tO32 
1,047 
1,026 
lt43 
1,340 
1,039 
3,130 
2,630 
1,006 
1,917 
7,074 

t,500 
1,514 
1,542 
1,885 
2,828 
6,256 
3,035 
2,022 

10,168 

2,001
2,383 
2,039 

20,032 

High
Value 

5,245 
14,982 
29,965 
23,870 
17,687 
22,718 
21,174 
34,552 
31,528 
49,269 
40,120 

6,101 
7,108 
8,265 
6,908 
12,258 
7,118 

t4,522 
l3,767 
10,198 
31,894
26,245 
38,218 
22,126 

Total 
Value 

38,983 
73,031 

243,802 
81,488 
162,841 
157,764 
112,796 
120,718 
173,221 
266,363 
137,04, 

20,329 
8,622 

22,068 
23,988 
31,496 
13,374 
30,292 
50,519 
20,366 
82,859
47,516 
73,900 
42,158 
1,677 
2,066 
2,600 
3,261 
7,356
8,311
9:353 

100108 
14j7t4 

Hean 
Value 

2,293 
4,564 
5,541 
5,821 
8,142 
9,280 
9,400 
9,901 
10,826 
12,684 
13,745 

4,066 
4,311 
4,414 
4,798 
6,299 
6,687 
7,573 
8,419 

10,183 
10,357
11,879 
12,317 
21,079 

Medbn 
Value 

t,721 
2,522 
3,617 
3,286 
6,991 
5,384 
7,442 
7,940 

11,983 
8,853 

11,534 

5,024 

3,747 
6,250 
6,459 

6,368 
9,070 

4,265
9,444 
7,098 

No. New 
Employe 

39 
31 
86. 
44 
94 
36a 
54 
44 
39* 

126 
29 

13* 
3 
16 
16 
13 
6 
12 
19 
7 
22 
12* 
26 
to 
1 
I 
2 
4 
3 
l3a 

3, 
17 

832 
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There is a heavy clustering of entrepreneurs In ages between25 and 39 for both $axes with 25-29 being the model Category. In general,grocery and retail business is a young entrepreneurs's activity.
Manufacturing and mechanical operations appeal to older businessmen (note the
age distribution of those starting furniture, meat processing, leather goods
and general manufacturing and processing operations).
 

(W)Typo of Enterprise by Province, Year and Amount of Loan.
 

In Table 13, A through M, a set of data have been compiled
which reflect the spatial and temporal anpects of SSE activity. Since
*business takes place In 
a community setting, the context of a loan-sponsored

enterprises is a mnjorldimension at its welfare which Is, once again, most
 
often neglected.
 

Grocery Stores (Table 13A). There were 44 grocery storesand supermarkets in the universe of loans issued between 1979 and 1982. 
 it
reveals thut these are a recent cateqnry of loan activity; 33 of the 4, 

Initioted in 1982. 

were
 
These loans loom especially large for 1982 when projected


against the annual totals by province fur that year:
 

1982 
 1982
Province 
 Total Loans Grocery Store Loans
 

llerrera 
 29 
 9
 
Los Santos 2t 
 9

Vernguas 21 
 7
 

There Is a site-ctass distinction between the grocery store
loan made in lerrera (primarily Chitre) and the other provinces; five Ilerreraloans are greanter than $10,000. 
None of the Los Santos or Veraquas loans are
greater than $10,000. In the aggregae, the 33 grocery storo loans made In
1982 represent 29% of all loans for that year, but their value ($183,013) is
 
only 17 of the annual total ($1,083,168).
 

Furniture Sterns (Table 130). 
 The eight furniture
industries finAnced during 1982 wore worth slightly more than the 33 grocery

stores In loan value. 
Over the years, the investment in this class of
enterprise has tended to become much largoer. Two of the loans made inChiriqui during the year are among the largest In the entire portfolio. Overthe years, this Industry has tended to become concentrated in the two
provinces of Chiriqui and Los Santos, although the usie 
of individual lonsfor furniture manufacture has been much nrntor InZ 
iqui. This Is a good
exampln of 4 Iocalieod enterprise. It is very poorly represeunted in the othr 
provinces.
 

Wp1Annnd MertWor(ale 11). Ilite ttionv 1.ore It,weldinq nnti metal work ao hni n very nytv" ri FJtr-di but in 11 411ae1 anJtime. ll.'rrsiri hin ora ploral Sti this type of 15isinean and new act lvid en areditlributed ncrona lii Ilre oonn of flio loan porogrn,, 1979-9!81, The vnlhv #f
;)I, .. . 
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motal work operations inIrrera inmuch qroater than inChiriqui, 
its nu'nreat
competittOr. 
 ilvever, it isworth notingithat the two provinces with reRional

ugrovth centers (David in Chiriqui 4nd Chitro in Herrera) have the majority of
these medium-scale Industries. 
Chitro is an Auto repair center for the Atueroregion. 

Cenerat Stores. Retail Merchandise (13D). General store
loans of recent date are concentrated In Cocla and Herrera. 
The latter
enterprises have the greater capitalization. Like grocery stores, they
experienced a growth spurt In 1982. 
 The level of Investmnnt per loan in this
type of activity has tended to increase over time.
 

Mnat Prcesnshin Tble 139). Butcher shops, poultry
preparation and fish dca ers are concentrated in Vera;uas, qIvinR this
province a leadership position in loan applications for the first time. Heat
processing has developed faster here than 
 lsowhere because ranchinR is 4
regional industry. 
However, these Are very small businesses---with ono

exception they are Almost microenterpries,
 

Clothin, And TaltorinR (Table 13F). The clothing Andtatlorinn 4dVantnio in Coclso Is Rrearer tlan that of other provinces,
especilntly In 
terms of capital investod. Unlike other industries the clothingbusiness is represented by a small number of shops evenly distributed acrossthe western region. There Are many departmont stores sellini importedready-to-tear, hsotever, In cost developinn.countries, tfhe replac~,mnt of
local tailors And dressmakers by Imported textiles (uXu4lly from Korea, Taiwan
and long; Kont) makes women's and children's wor for the Panama market, ratherthan for local consumption. Thin category has failod to grow rapidly. 

Specialty Coods Rettnil (Table 130). 
 Although these stores,
like thosu in the preeeadTn category, are rather evenly spread over the
western region, thUre if a 
 larger concentration of r4pit4l 
InVeranuas than
elsewhere. 
As with other categories of retail activity, It appears 
to have
experienced growth in 1982. 
 The clasification is too heterogeneous to
 
attempt to analyze further.
 

Rakory Proucts. Coffee nnd Spices (Table 1311). An unusual
featurn of the consumer economy in Pannma Is the local pro;e; ng of coffee
(roastin; and grinding, packaginR) for market. 
 This does not yet appear to
have become a monopoly of lare manufacturers. Ilovever, the prominent
position of Corea In this Category maly result from its necess to Pnnmi City

rather than loCal markets.
 

Cement lloek nnd Tilt! (TnSle 131). 1leC4use of qnvernmtenttimulntion of the houslmR market ihrouh its If"( Impro.ement Lnt 'rngram(2,400 lons to bo mado In U1It PrOter! commlunitle during 193-196,concrete block ha bero  n rowth induntry In 19AI-t98?. And may expandfulnher Iii thelprenont y)nr. llemio-vor, tho unovetn trI.btil ior tliohe4i ofentorpri ne funded Will$ WI'PE lonn: in nlredy r vi,i i tpeob 1 .'t. Cotmonl blooki rIvovr-,rsdo,,e, In Cot-l tiouirlont Ii ls,nVaI l'11e if. si.jint In Verntin.ns nnn 
r.hurlvtu ncrordlng In local relort . 

http:Verntin.ns
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SMALL WUSINISSS AND INDUJSTRYTYPE OF ACTIVITY BY PROVINCE, YEAR AWD AHOUNI4T OP LOAI, 1979-1982 

Panel A 

Loans to Retail Groceries, Supermarkets, Various Food Stores. 
Wholesale Distributors by Province and Year of Loan 

Year N Chiriqtl-

1979 

1980 5 

Sub-Totals 

1981 63,590 

Sub-Totals 

1982 33 3,450 
3o855 
4,627 
8,128 

r 

Sub-Totals 

T0AL8 

1 44, 

i20vU 

20,060 

4 

3 4.4s3 3 , 33 8 ,3 

Cocle 

1,304 

3j002

6,302 

136248 

4,361 

7,951 


1,267 

1,596 

2,688 
3,137 

11,000 


W18 


Horrr 


1$026 
8,530 
11 932_ 

1j048 
1,260 
1,318 
4,886 

10,707 

10s033 
12s069 

29o965 


'7YIM 


51,5753 92,794 


11 11 

, 3 , 8 

Los Santos 

1,082 

1,607 

2,148 

*3,214 


3,885 

4,200 
7,522 

7o695
 
219489
 
) 


52,842 


9 

, 1 

Verasuas Totals 4 

0 

'n9l 

5o091 29,027.00
 

2,003 m 

COW0 31,462.00 

1,063
 
1,586
 
1,656 
3,307
 
3,1441 
3,644 
4,71#0
 

19277 03700 

26,531.71 24,02.71
 

9 

0 7 3 

http:24,02.71
http:26,531.71
http:31,462.00
http:29,027.00
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'['ABLIE 13 

Pawl[(3 

Loans for Wolding Shonp;,
mc.le.1 Fixt r,,. 

lBl nrk l;jhs;, Ant5,Odv R!e,nir nnd
W)I-r ,;ii-: : ,T''-::: ,: o, 

Yea r N Chir qtji C")c1, Herr,,roi I,Lo, Santos Vernqua Tol 

1979 

,, I'-.,- :il 1 ;-

198() 

6 

' 

6,098 
/, 9'; 

1, 6, -',i 

3,033 
3, 37 

.4 1', 

7,169 2,296 

,/ 

17,6(8/1) 

5 1  ~ 
1 9(1,-,, () * f ; / 1 4 , '3 

1, ----------- .49,5-------------70 

- - - - -4 8,-8--


/ I 4 



. . -56-


TABILE 13
 

Lonns for General Stores, Reail Herchandise and Clothe.
 
.by Province and"Year of Loan
 

Year N Chiriqui Cocle Herrera Los Santos Veraguas Totals 

1979 
Sub-Totals 

1 14 243 
214,243.00 

1980Sub-TotaS n 
2 125855 

15,066 
52,066 

17,921.00 

1981 

Sub-Totals 

5 3,538.85 

T53 m 

2,601, 

3,269 
5,384
M237 

1,039 

To53 5,831.85 

1982 

SUY-TotlC94 

9 9,835 4j318 

5,327 
21 805 

3,000 

19,998 
22 718 

10,854 11,914 

1109,769.00 

TOTALSN . 
1T 9,835 34,988.85 69,825TI ... .. 

10,854
1 

32j262 157s764.85 

r . -. * 
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TABLE 13
 

PaneI I ,
 

Loans for Butchers, Poultry l~eiI ers and Fish Preparation
 

Year N Chii ri (pI i CoC II I Icirr,2 n-i Los Santos; i Vo ranuas; Tota 1.,; 

1979 
S I ~thIoa____y-To t- I1 ;0 ____ 0 

198(0 5 6, 1(13 1, 05 I, 

Sub- To ta l ] WI 

6,1(13"C 

I W)) I 0 , 0 6 2 5 M 

19 1 4 

S7,0 o t, 0 3 ,64:1 I 46,; 1i 110 

1 9' (I 7 ~ 
7-----, 

-,F6 

5,13 9 

--- -_ -

l 6 !i 
io 

F- .. 

-----19 

II,,o 

. . . ... 

I" 

. . 

, , 
1 

4.. 

, 

i 

6 

,, 

" , 

; 

-I 

4 
I 

.. . ...... .. .... . ... . . . I ... ... . .... 
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'r'Anrj~l; I1 

Pane l I" 
Loans for Clothin, Maniracture, Tailoring_ and Dressmaking by 

I'rovinc ,5''In Ye,' r o: Loan 

Year N Chi (II(i,i Cc e rrera Los Santos Ve rag un>; Totals 

1,15,219 

51 1 l t )(( I ) 

i6y J ,, ti 
SIlIS-T o .2 15,00 ,,'1 /,;II 9) P 6 ,3 5 9 10 

19 1 5 1,5212 9,E 1,415,0((1 1,21"
.Itl ' r , l,l ;I ,

19. ... . . ... . -- - -J.,7 !r
2 , 1
SIOY.-T'lt ! 

. 

/ 20~,9964..-----... .. ..-....... ... .......
...i .- - .........
 
19f82 8)f,2(' 2, fig 

~ l lb!-l'1(, ,7 /,. J' 2(!,')9( 

T('i'A;,, 184,837 "1) (1,- )81"ii2r' 84/'7 488]l~l 

- -- - .- -i -. ..1 14 . . -- . 7, ... .. . ....... 
 ___..... 
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TABILE 13 

Pnael G 

Loans for Speci.ltyGoods Retail/Wholesle, Autoparts, Boutiques

and Drugstores by Province and Year of Loan
 

Year N Chiriqui Cocle Herrera Los Santos Veraguas Totals 

1979 1 1I506"
Sub-Totals 1,506 1,506 

1980 1 5,066
Sub-Totals 5,066 5,066 

1981 6 6,846 11,730 14,756 3,278
 

12,236
 
Sub-Totals 
 , 46 11,7 14,756 142 0 62,846 

1982 8 14,947 2,083 4,197 13,36C 
2,603 13,894 21,191 

- 31P528 Sub-Totals 
 1494736214 8,091 3431 103,803 

TOTALS 21,519 43,060 29,821 14,756 64,065 173,221 

N 16 3 4 3 5 " 

? . , *-. - *: 
*. 

4 -" .... :. i,.. ' 
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:'• '... ..' :~~TABLE, 13 .. .:i.2 _ .z_ _:i:___ 

Panel It
 

Loans for Bakery Products, Candies, Coffce and Spices
 
by Province nnd Year of Loan
 

Year N Chiriqui Cocle lerrera Los Santos Veraguas Totals 

1979 
Sub-Totals 

9, 29 
9329 9,329 

1980 
Sub-Totals 

2,630 
2,630 

4,116 
4,116 

6,011 
6,011 12,757 

1981 

Sub-Totp1 

4 3,329 
9 ,572 
12,901 

8,000 
___ 

8000 

34,552 
___ 

34,552 1 55,453 

1982 

Sub-Totals 

5 7,940 
9,46 
17,407 

7,593 
21,179 
28,772 

5,000 

5,000 51,179 

TOTALS 17,407 53,632 17,116 40,563 128,718 

N 13 2 6 3 2 

~4 r 
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TABLE: 13
 

Pane I I
 

Loans for Ccment Blocks, Blricks, Nonmetal Materials and Tiles 
bvrovike a nI Year oa Loan 

Year 

1979 

N Ch ri qu i Coc to 

. 

ie rre rn 

-

TaS Santt-as 

_____ 

I 

' r; iins To ta Ir 

______ 

S 'T -11 , 

_1) ,919 

.. .. "J ' 1 1:1 1 
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TABlLE 13 

Panel j 
Loans for M4edical and Dental Services, Clinics and Laboratories
 

by Province and Year of Loan
 

Year N 
 Chiriqul 
 Cocle Ilerrera 
 Los Santos Veraguas Totals
 

1979 1 
 11.861 

Sub-Totals 
 11,861 


11,861.00
 

1980 5 13,564 7,074 8,960 7j497
 
Sub-Totals-ol ' 14,940
1 7074 23,900 
 1j47 52,035.00 

1981 1 13 846 48
Sub-Totals 

13 846.48
1982 3 
 40120 11207 
 8380
 

Sub-Totals 
 40120 1207 
 8380 59,707.o
 
TOTALS 
 53,684 43j988.48 23,900 
 15,877 137p449.48
 

N 
 2 I 2 2
 

0 

http:137p449.48
http:43j988.48
http:52,035.00
http:11,861.00
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TAILE. 13 

I'alle K 

Loans for Shoe A icory or 1crparir- -- T-aiiry, Leather Shops,
Saddler,' nd Uniphol;terv h, Province and Yea r of Loan 

Ye; r N ChirCoc H re ra Los;i,Sinto,; Ve ral.;ua j Tota Is 

19i) I,16]
 

19,() 7 1,210 1,201 1,f' M1 
2, 13 ,, I. 

"1~~ 
 AN,
 

' 

)' () ') 1 ,,, 7,111 

' . (j ... IV13. 

1,6, 2 

1, -------------
-

.11 , I~ 111,i;7 
..-- - -. 

1" : 
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TAB3LE 13 
Panel L 

Loans for Residual Category by Province and Year of Loan * 

Year H Chiriqul Cocle Herrera 
 Los Santos Veraguas Totals
 

1979 7 	 8,311 2,018 2,022 5,559 
7,356 10,198
 
3#261.Sub-Totals 
 2 121220 
 38,725 

1980 19 
 3,035 10,189 , 714 13,473 
 8j265

12,258 3,034 
 3,747 10,168 2,383
 

2,828 5,024 14,290 2,066
 
:0,193 7,118 
 3,384
 

6,459 
Sub-Totals 

-
15,12U93 

-
16,005 

-H 

______6

33j683 
jIL, 

74 2 
367 

1.39,000 

1981 16 5,686 13,767 14,522 22,126 1,677.08 
6,101 1,500 1,513.95 1,542 
2,603 2,039 4,598 

31,894 2,001 

Sub-Totals 
-

5,686 
438 

$7,803 
4265 

24, 327 7,817.08 119$273.03 

1982 23 9,353 
7,951 
5,231 
8,438 

2,600 
6,513 

8s465 
2,955 

26,245 
7,108 

4,270 
20,032 

3,117 
16,410 
8,968 
38,218 

6,908 6,256 27j978 

Sub-Totals 
_____ 

P3881 
_ 

9,113 

2296 
2,578

3T5I93 24, 30 

!6,250.71 
Io___ %885 

102726.71 230,02 7L 
TOTALS 77,788 82,967 115,931 105,210.95 145,126.79 527,023.74 

.... T I - T r- 17 .. .... 

SCategooies with 	 fewer tban ton (10) loans have ben grotpod into thin table.Refer to Table 10 for a lint of th Cnrtgories. The only exception was acmbined catcory of ,hoe r utrlncttro and rcpeIr, lonther shopa, m,,ddlery ntd 
upholatory.
 



- 64) 

TABLE 	 13 

P a ne 1 ?1 

Lorns made to imon pr pri tor; 

Yenr N Chi riqii Coc 1e ,He rre ra 

1979 , - ) 1, 9. 3)9] ,()0'' 

.Ul , I- TO ti -, I S. 

1980( 13 D ,0',() + ISI'' , 9.4 0 

l? 5: 23,8;0O 5 ,00 

2 , $)BrT...'v), 

:II-To t at, - - -.. - -. 
-.I 	 /7 - , - - /M/1,65 .... ...-

1981 :12 15 ,000 'I M O I, ' 
5,,():.6 /, I 1, ' 

' ')) I 

q 13 "W',( 

(, 1(,I 

+1, 3/;.....-...... 


I,s i,.'.,;I,o,', ,, 
 ' 

19 :' 33 	 3,1', I ,uu ', 

/1 , 0, 1 3, 1 1 Ok I 

, +() 	 / ''I * *+ j );+K, 

7,..'."11;. 
A 	 /ll2r-lot 0v, I1T' (W L;in 	 x 1 

1in0 4 1"4w 0 o 
. 

by Province and Year 

Los Santos Ve raguas Toti Is 

14, 243 

IS, 241 6 29 .00 

5 ,091 

6(, 

4 
6 ) 

.00 

2,0 
l,0 36A 
,,",,I",55)33 

9' /81; 

12, ! 

" ' ,( ] 	 31 
" 7+4

I i,, +i l 	 110 762 .81 

1,' Irs , ...Iui/ 

, 

1) ,0)4!/ 1' 

'++ I '.7W.... 
/;,A


1 '4 0 1,', "v 
 n%I()OA9.( 
.	 l 3 * *53 
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Further complications are introduced by the decision of the
Ministry of Housing to enter concrete block production in selected regional
capitals (Santit,o, David). The mix of public and private enterprise in this"classic" SSE area raises a number of policy questions which were addressed
 our analysis of the Ministry of Housing's Project URRE program.
 

Medical and Dental Services (Table 13J). This type of
enterprise requires larger Capitalization and access to a more sophisticated
market. 
Support services are also required. For example, one of the medicl
laboratories funded with an URBE Project loan, visited in Cocde, sends 
its
difficult specimens to Panama City for analysis. 
 If it were more remote from
the metropolis, this would involve increments of both time and cost. 
 The
evaluation team suspects that there are unmet needs for this type of service
 
in other URBZ communities.
 

Leather Goods, Shoes and Tnner. (Table 13K)
0 . It is nosurprise that these loan supported activities are concentrated in the ranchingprovinc a of COiriqui and Veraguas. A significit nutber of additions :o this
category took place In 1982. 
 The size of the loans in this class is small and
the businesses visited were of the "shoe shop" variety. 
There is probably an
opportunity for "upscaling" the production of leather goods in the URBE region.
 

Residual Categories (Table 13L). 
 These divervified
enterprises account 
for 25Z of tle total..An Increase in this category over
time usually indicates a tendency tovard diversification and specializ.ion,

especially when accompanied by growing Investments per enterprise. A tendency
in that direction can be perceived in Table 13L. 
 Between 1980 and 1982, the
average loan Investment in this category increased from $6,600 to $7,500. 
 The
category experienced 4 growth spurt in 1982, especially in Veraguas.
 

Loans toWomen Proprietors (Table 13M). As with the
previous category, an expanding 
number of loans to worsen is evidence ofdiversification and specialization in the regional economy. 
It is a
development Indicator unless confined to traditional informal sector
activities (see comments on Table 12 above). 
Women in business appears to be
a growth industry with concentration in Core and Veraguas 
In 1980, 1981 and

1982. The asymmetry of this distribution deserves more study than i possible


ithin the context of the URBE evaluation.
 

Conclusions. 
There are clearly defined patterns of regional
specialization wit hiWUgnE communities In terms of the purposes for which
loans have been utitizedl il) furniture making In Chiriqui and Los Santos; (2)
metal work in HIerrera; (3) meat procensinq in Verngu4si (4) leather goodsChiriqul and Voraquas; (5) products related to 
in 

an urban (Panama) mWrket InCoe. The clnrity of the spatial paiterning In the allocation of nnly 265Ion sogqosts that n ntidy of marketn, raw ntuerialn and demand for goods andservicen iP badly needed. The concentrat ion of activitiets would alsoNeilliant til, provision of technical assintance' on production proceosea I,
p-art rultar erot nlit n, 

V 
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The market study could be supplemented with a manpower
survey which would investigate both skills available and skills in demand. Ifspecific regional enterprises are going to expand and evolve into moresignificant and substantial units of production, this type of research andtechnical support isbadly needed. 

(e)Repayments and Collections by Type of Enterprise.
 

In Table 14, the amounts of delinquency encountered in
different types of loan-supported enterprises are examined. 
 Seldom if ever isso clear-cut a set of differences presented by this type of distribution. Thegrocery business and retail enterprises are most frequently "paid up" or even
ahead of schedule on their obligations to DOPE. Groceries, meats, restaurant
trade, and medical laboratory expenses tend to be cash transactions. The
proprietor is compensated at the point of sale. 
 Consequently, the enterprise

is able to meet its repayment obligations.
 

The leng~thy records of delinquency are encountered "n thecategories of welding and autobody shops, building materials producers,

furniture and leather manufacturing, and clothing production. 
All these
enterprises have several characteristics in
common. 
They produce on contract
with distributors and individual customers. 
They are making a product which
requires preliminary investment in materi.ls, a delay durl!. 
production whichrequires capital outlay without any return, and frequently a further delayfollowing production white a distributor or dealer attempts to sell theproduct and repay the mnnufacturer.
 

The evaluation team offers the opinion that it is precisely
those enterprises which are moot tn need of working capital which are most
likely to be delinquent for longer periods in miking their payments.
Unfortunately, this type of business is most likely to have received the
largest amount of loan capital from DOPE. 
 It i ironic that the small loans
given to family groceries have the best repayment records. 
The text books
tall us that these are the businesses which fail to keep records, prepare

accounts, maintain inventories, etc.
 

The recommendations emerging from this analysts are
 
surprising to the writers.
the reader. Perhaps they will also provide fresh insights to
The lUrger scale business activities supported with Project UROFEloans through DOPE appear to be most 
inneed of technical support. Buuinessmanagement assistance in accounting for costs, managlng finances, contractingwith customers and making collections would have an immediate positive Impacton the rate of delinquency InDOPE loans. 

It is nn Intriguing thought that the DOPE field personnelmilit provide ansistanee to borrowers in mnking their collections in order toImprove perforninnce in making it! collect iona. 7thougtit .ains somesubstance when we reflect that at loent ome of the curatomoro for prodn:tuimanufactured by loan recipients are letier-o o.rncies 01. mightthe T isInvutde legal ndvice on tking rot iou nq4inrnt delinqtl1iet 4eeouitts. Our field 

http:materi.ls


Pyment Record
 

£ .. r.. by.Typ of Business Act vityf
Disbured through Februnry 28, 1983 

N 
Grace 
Period Paid Up 

Current 
& Ahead 

M-O R O S OS 
30-60 90-270 
Days Days 

300+ 
Days 

Groceries 
Furniture mfg. 
Welding/Auto Body 
Shoe Repair and mfq., leather mfg. 
General stores, clothing stores 
Meat preparation and sale 
Specialty stores 
Clothing mfg., tailors 
Bakery, coffee, spices 
Block, tile mfq. 
Hedicaldontnl/taboratory 

44 
21 
20 
17 
17 
16 
16 
14 
13 
12 
10 

7 
5 
3 
1 
3 
1 
3 
-

2 
-

-

1 
1 
3 
3 
1 
2 
1 
1 
1 
-

1 

17 
3 
2 
4 
3 
6 
5 
4 
-

3 
5 

12 
5 
1 
3 
3 
6 
3 
2 
4 
3 
4 

6 
4 
5 
2 
7 
1 
3 
5 
5 
6 
-

1 
3 
6 
4 
-

-

1 
2 
2 

* 

Nurseries 
Sand, quarry l 
Fishing 
Dairy products 
Grain processing 6 
Animal feed 2 
Tannery 2-
Sawmill, lumber, firewood 5 
Photocopy, printing 4 
Ceramics 5 
Chemical mtr. I 
Auto parts mfg,. I 
Other mfg. 2 
Jewelry sltore I
Restaurant 6 
Transportation I 
ConsultAnt/Accountin 2 
Rndio/TV 
Electrical machine repair 
Beauty shop/florist 8 
Laundramat/auto wash 5 
Otherhome ervices. .......... 

-

-

-

1 
-

2 
-

-
-
1 
-1 

1 

i 

-
-
-

-
l2 
-

2 

-

-

-

. 

-
-
"-" 
-

I 
1 

2 

. 
t 

---

-

2 
I 
l 
2 

1 
1 

3 

-

1 
-

2 
1 
2 
2 
-

1 
-
3 

-

' 

-I 

1 
. 

-

-

-

-

" 
I 
-

-
1 
2 
-

L 

TOTALS 265 
+ 

31 20 64 
i* 

64 5 27 
• ! 

.. f ... ... 

' 1., 4 
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vicits confirm that this could be uSed and would be appreciated in a number of 
cases. 

Behind recommendations of this sort looms the spectre of the
"uncollectable loan"---the loan made to politically well-placed individuals

who consider themselves to be immune from collections procedures. This topic

was frequently discussed with (and by) loan officers in the course of our
field trip to each of the provinces. However, a few flagrant cases were
discussed over and over ngain by all. 
 Whnt at first seemed to be substantive,

later became symbolic.
 

It is 
a source of frustration to both entrepreneurs and loan
officers that a few individuals obtain special consideration and are outside

the law. 
It would be a mistake to accept the anecdotes as evidence that
widespread fraud and corruption exists throughout the system. 
If such a

fundamental problem exists, it escaped our attention.
 

. tsiness Ind ladust-y: tetnils frem the fivple Surv,,v.
 

A number of questions were raised within USAIO concerning the
status of the SSE credit program which could only be answered by a field
investigation. The scale and orgnni,'ation of the enterprises themselves could
only be perceived first-hand. The level of satisfaction with the program on

the part of the participants could only be assessed by interviews. 
All these
 reasons, and others, led to the decision to undertake a sample survey of the

entire loan portfolio as of Dncember 31, 1982.
 

A systematic 20% sample (every fifth case) produced 36 loan
recipients, distributed proportionately across all Project URBE comuntt-es.

Distribution of sample Cases by province and amount of loan was as follows:
 

Chiriqui 
 13 $140,266

Cote 
 13 87,293

Ilerrora 
 8 59,16t
Los Santos 
 10 44,554
 
Veraguis 12 79,tt
 

TOTAL 
 56 $410,389
 

Tie sample Cases equal one-fift!! of |oiins disbursed between 1979and 1982. The amount of tho loinn ($410,389) equals 19.5% of 0i total 4MOunt 
dis uiored: $2,103,482, 

The loin reciplentn Inclodid In th Ample 4re identifled InApp,dix l1to thin r,,port. Of ho 56 bulInn ,,mna:ellc d, thr-- wore lint Ioperntion; ono hnd ftied nui ts*. wore not fu0 Inlnli be e l"yet w4eqiet
orderod 1id not yet 4rrived. IlHouvor, III romoilndiet (53 x V0h5) e1avo us 
1l11i desired s4mpln frtirtn.
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The intentdon of the field study w.s to see what was behind the

Bles
of applIcations In the central office of DGPE, and beyond the
discussions with ?tICt provincial and regional personnel. 
 One of tle problems
encountered by the evaluation team throughout the Project URBE assignment was
the lack of data within either USATD or counterpart GOP agencies on component
performance. 
There was very little to evaluate because few if any field trips


had been made for this purpose.
 

Among the questions which were raised concerning the program and
 
unanswered when the evaluation began were the following:
 

Who are the clients beina served?
 

The SSE credit program was 
intended to recruit new entrepreneurs

to the business sector. It intended to provide a rcsource to small
was 

established business In need of funds for expinson to the level at which they
night achieve profitability. It was not 
intended as a cheap credit resource
 
to be exploited by experle-iced busincsomen vho had othor credit available.
When the evaluation began, the suspicion persisted that the latter group may

be taking advantage of the program.
 

Arc jobs being csreate b the program?
 

The objective of the SSE program is t, expi-id employment by
providing now or expanded business opportunities to employers. At the time
 
our survey was 
Initiated, there had been no emplovment verification attempted
by any of the agencies involved in the project at 
any level. The suspicion
was also encountered among administrators that, if created, new jobs were
likely to be at the lowest occupational level because of the small size of the
 
loan requests.
 

How Important are low interest trato 
 to customern?
 

The notion persists that users of Department of Small Business
Credit facilities may be attracted primarily by interest payments at
sub-marhet rates and by a source of funds where minimum effort is made to
collect delinquent accounts. 
Should these suspicions be confirmed, it might
be argued that the program Is working against itself. It Is actually
subsidizinq and expanding bad business practices. 
Low interest rates were

Intended as a concession to the Inexperionced businessman or would-be
 
entrepreneur, A bridpe 
was to be built which would use 4 supervised credit
 program to link the client to the conventional lendinq programs of other
 
Inst itut ins.
 

la techsisnt n4*,InnCo boInq recoiv,,d by the ello!t? 

An a lenrning or fralniug experionro, It wao expected by
deoignolr of Prolect VIUI and by tJ0AiD ,n inst t or4 th, extenntion of
.t nelieIl itiistane to loan rosciploln woiil4 !,.in Itiportnnt irt of he
 proqram. !lowev.,r, ithes in Iwo%, t
Pro i.'et PaIper 

-

firbout ttchianinmo forinelievitng thin qral. Technicl +panuastr , il to *ie provled In II 
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personnel, educating them in methods of providing assistance. Training
(simitnars, classes) is to be given to loan recipients in business management,
according to the design. 
It is not specifically stated that client-ortonted
technical assistance is to be give,, by persons specially retained for this
purpose during the life of the loan.
 

What is the condition of the businesses receiving suport? 
At the time of the evaluation, no attempt had been made to
obtain a health report on the viability of projects financed with Project URBE
loans. 
The suspicion was verbalized that, perhaps, the popularity of DGPE
funds was related to the precarious status of the enterprise. The Department
of Small Business might be providing ambulance service and life support 
to
clients who might have otherwise expired. 
Ominous implications have been
supported by a negative Vf 
ding of some of the data on delinquent paycrCits
presented in the previous chapter.
 

Is an improved collections procedure r-quird?
 

The impression is strong among USAID and GOP personnel that
rcvised collections procedure, preferably one "with teeth in it", 
a
 

at the earliest possible date. ts necessary
It is often stated that payments are not being
made by loan recipients because they realize that nothing can be done to them
if they default. 
There is some substance to this observation. To prosecute a
delinquent recipient, the signature of the Vice-Minister of MICI must be
obtained. 
Thus a financial question becomes a political issue.
 

The data Introduced above (see Tables 6-7) were Interpreted to
demonstrate that 40% of current loan accounts are three or more payments
behind, while 60% 
are either ahead, current, or no more than two months behind
on their amortization schedules. 
Reasons given for late payment by sample
members will be considered, together with the experience of provincial loan
officers who deal with them.
 

The observations which are now available from the sample survey
provide substantive replies on all these points. 
Our information will be
presented In three parts. 
 First, immediately following is 
a statistical
Summary of the major dimensions of the sample data. 
 Second, a photographic
essay, illustrated with picturo. taken during the field interviews, is
appended to this section. 
It is Intended to provide (1) visual acquaintance
with the enterprises being supported, and (2) documentation of the skill
levels of the jobs being provided through the lonn program. Finally, a
sectton will be added to deal apecificelly .Ih the questions frnmed above.
 

(a) A Profile of the Samplo Enterprines.
 

The 53 
$6,606, 

sample lons In operation represented a moan value of
Onmewhat lower thnn the figure of $7,938 which In the menn for the
entire universe of 265 enLerprlnes 
funded 
from the program.univer e in infat The moan for the
d by a nmill numbor of larger 1o ni which ma)y 
not have been
proportionntoly represented In
our sample.
 

t7 



The range of sample enterprises for which loans were
provided 
is from $1,200 to $38,000. 
 The durnition of time requested, number
and amount of paytrnts tends to be proportional to the size of the loan. 
 On
the $38,000 loan to finance a large restaurant 
located in a motel-service
station complex in Santiago, payments of $911
months. are to be made for fifty
In Sona, the recipient of a tl,200 loan to finance a one-man butcher
shop operated from his house will pay $56 for twenty-four months. 
The size,
amount and duration of payments for all sample loans appears in Appendix E.
 

Table 15 opposite reviews the distribution of loans by
province and matches numbers of loans with the number of jobs and amounts

provided.
 

The employment generation data available from Table 15 ispositive in its implications; 2.23 *obse
thts is substantially less loan have benn created. However,that the figure of threewhich has been projected in DGPK official reports. 
emp oyees per enterprioe
 

variation in the employment generated by province. 
There is aloo substantial
 
The differences are set
forth below.
 

Average 
 Investment 
 Jobs
 
Loan 
 __per Job per Loan
 

Chiriqui 
 $7,549 
 $2,306 
 3.27
Coole 7,021 
 3,663 
 1.92
HIerrera 
 7,395 
 3,I14 
 2.38
los Santos 
 4,455 
 2,121 
 2.10
Veraguas 
 6,592 
 4,163 
 1.58
 
The illustration above confirms that the larger loans
the provinces with the growth center cities: David and Chittre, 

are in 
Chiriqui located inand Iierrera. 
 It also Indicates that 
the yield of Jobs per loan Islarger in those two communities. 
 In the poorer provinces (Los $antoo,
Veraguas) loan amounts are smaller and the job yield Is below average.
 

The Investment required per job ($2,967) is well within the
limit of $3,500 proposed In the Project Paper, even though inflationary
pressures have he.n at work for five years since the date of the estimate.
However, this is not 

of the entire sample. 

true if the provincial averages are substituted for that
ThecostofjobsinCocle and Vernguasin abovetetage Rcur. otnbly, tb "so two pro, Incos also haveIn trm87ofJobs per loan. 
the poorest performance 

The dintribution or appearprovided in Table 16. It 
SSE't which in tile sampleconfirms that tothose 
are most frequent In 

ufneens and Industries whichthe univerne are no best repreuwntedtrocery ntor, In the ample;weldinghliopno, esperiilty goods, furnilure mnnoufneture, andclothing (comparo with Tnble 10). 

, it4 

I' 
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TABLE 15 

SMALL SCALE E'I'.PRIS"aSAMPLE S;URVEY: 

Di stribution of Lo:in,;, Anmnt; and Jabs by Provinec 

Province No. of Loans Loan Amount 

Chiriqui 
 13 
 0l40,266
 

Coc1K 
 13 
 87,293
 

lerrera 8 
 59,161
 

Los Santos 
 10 
 44,554
 

Verau:as 12 79,115 

Total 56 0lO, 389 

Average $7,328 

N mhnlr.)r• of1 ,an; in opprfnt ion 
Amount of loan', in oI:rnl in 

53 
$350,135

Num ':w our 
 1 l.ow no in p,r.ticn
NOuli I-r n ,!,:, ,0 ,/it Ioan 

3 
118


Chiri 'p i ( , ', I,, u) 
Cocl,' (:: ,, 

36 
1,,. ) 

II' ," ( . ,, , I K a ) 
23 

19
Lo; S wi 44 1 (VIO 
21 

, (, l I ' Iwin ) 19 
Loa n I,. l.' ,ip r $
$2,961 



TABLE 16 

SMALL SCALE ENTERPRISE SAY.PLE SURVEY:
 

Distribution by Type of Econonic Activ Iity
 

Tree Economic Activity

Tree farms,
Fishing nursery, landscaping services 


Butchery, poultry, fish preparation 

Bakery products, candies, coffee 

Grain mill, rice hulling, cereals 

Animal feed preparation and processing

Clothes manufacturing, tailoring

Shoe shop, shoe factory and repair

Furniture, wood and wicker industries 

Welding, blacksmith, body repair, metal fixtures
Automobile parts manufacture, batteries 

Cement blocks, bricks, non-metalic materials

General store 

Groceries retail, supermarkets, retail food prcducts
Specialty goods retail, autoparts, boutique, drugstore
Restaurant, cafeteria, other food places

Medical and dental services, clinics, labora:orles
Laundrymat, car wash 

Consulting services, accounting 

Radio and Television 


Total 


No. Cases
 
22
 

2
 
1
 

2
 
1 
 ,
 
4
 
1
 
5
 
8
 
1
 
2
 
3
 
10
 
5
 
4
 
1
 
1
 

1
 
1
 

56
 

$ 

-di 
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Following the prenentation of data on employment and on the
business activities contained within the sample, It is useful to combine the
 
two in a croos-cl4sslfcation of the employment generating potential of
 
different major types of economic activity. 
Table 17 opposite demonstrates

that there are evident differences in the Jobs per loan produced by types of

activity; 4 for agriculture; 3.14 for services; 2.32 for manufacturing; and
 
only 1.44 for commerce.
 

The most iobs for the least coat come from

agriculture-related SSE's ( 2,055 per job); the least jobs for the greatest
 
cost come from commerce (W3.578 per job). 
 in service occupations, the jobs
are the most expensive ($4,183) but the yield per loan is greater than three
 new employees. There are also substantial living standard benefits to the
 
community from service enterprises.
 

The rather low yield of workers from commercial investments
 
produces a gloomy forecast within the framework provided by Table 13A, 13D and

13G. These tables disclose that of the 114 new enterprises funded In 1987, 50
 
were grocery, retail and specialty shops, all of which fall into the commerce
 
category. 
These loans are unlikely to produce the level of employment

generated by other types of SSE's In previous years.
 

The data inTable 18 compare "expected employment" from

applications with "actual employment" observed and documented during the field

trips to conduct the sample survey. The overall comparison Appear# to support

the conclusion that the projected number of jobs created Is 
a good predictor

of jobs provided; for all sample entca prtses 91% of the target was achieved.
 
However, on closer inspection it
can be seen that there are substantial
 
differences by category. The commerce group (first 
three categories in Table

18) fulfilled only three-fourths of Its employment target. 
 But the remaining

groups (manufacturing and seorvice) 
 employed 100% of their projected totals
 
(all remaining categoriCs In Table 18).
 

Verification of the number of Jobs actually generated, and
discovery that the investment per job was within tho target figures for
 
Project URgE wore pleasant surprises. Another positive note was struck by the
 
employee distribution presented inTable 19. 
 This table confirms that
 
employment binq supported by loan-financed enterpraNes is very hevMiy

wei hted in fnvor of skill ed occuions 
(Z5% ofall employed). Furthermore,

4ll 31 of the apprentes And assistants are learning tres or vocntionu.
 
This represents an avernsle of two apprentices for every three canes In the
 
sample.
 

The employment qteieratIon cainbility of the lS1 pro,rnm hnIsbeen a completely n'llecLed aspect of record-keeping and reporting, both 
within USAID nnd GOP o(ficoe. The sample survey has proven concluAively thatthe supervised credit pro,rnm operated by tG'g is capableof fuliln It. 
omploymont tnrgets. Furl hortaort, tht! jo created aro In the u rlthor
thnn Iover skill ntegorles. The cnniieqt(wnvan for Inrnet dir6 I.su lon, desinnd 
for good, nd serviens, an.) contributiont tA tn4rollectolone art all very
IpO11tiVe. 
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TABLE 17 

SMALL SCALE ENTERPRISF S=nLE SURVEY:
 

Loan Investncnt per Job by Ty-ine of Lconomic Activity
 

Loan Invest-
Activlty* No. of Loans Amot:nt Jobt; Created ment per job 

Agriculture 3 124,664 12 .2,O55 

Manufacturlng 25 140,42" 58 2,421 

Comerce 18 93,019 26 3,578 

Services 7 92,029 22 4,183 

Trot o 1 53 30, W I18-

* CItU Cod,.: AgrlculLure, 1; ianf:iturin;,n, Co(rnLerce, 6 except 
restaurants;. Servicu, 7, 8, 9 and re:;tuar.nt ; 

http:re:;tuar.nt
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TABLE 18 

SXALl° SCALE ENTERPRISE SA.MPLE SURVEY: 

EMP1o7yent_ enerated, Pro jected and Actiil, by Tvpe of 
l;coni i c ,' t 1vi t y 

F1,1) oycessf Emtp1 o)ee s; 

Io.)roJect(ed Actua1 
of Loan,; (pre-loan) (po;t-loa 

Food Preparation 
ft:i hing, hakert 

and 
,, 

Sales; (including 
meat s;tores , rcre. 

13 25 19 

C:t fe/re, ;lrant 4 16 12 

Stores (?(,u:ral/:tectal) 9 16 13 

Srn'il I rmu;ni,:ttirfng (furniture, clothing, 14 44 142 
1:1 1li n.,; :, ,-; 

1acl iv*, aut(oJlmdy, weldIn, ,;hop. and auto 8 16 19 
Cl!PC 1.11 1c-

Survic, (c tr vavli, nur:,,ry) 3 12 15 
Laiborit.ury, accoimtant, radio a;t1lon 3 8 5 

54* 137 125 

2 buvncisnei were not yet operable becauie their equilpinct/iachin,.ry had not been acquI lred. 

http:equilpinct/iachin,.ry
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TABLE 19 

SMALL SCALE ENTERPRISE SA...PIE SURVEY: 

Di;tribution of 0ccu,)ition. 

Regul.'r Apprent Ice/
Ski 11p 'ejj~ Ef!."o
_oe A,, i;t t Total 

Accountat 5 5a1,M ,
cr 7Lab. T'clicIa:, 7
2 2 

k ,o ro'),. re ta ry
l 2.itl ,R;id o ,,,:il)oyc.. 

4 4 
13 

TfVLhtnl -i.ii;/;,).i,' . oper;tor 
13 

5 5 
VPldr~cyrepir 13M' ha ii "2 4 17 

2:: -,'.* 3 3I tri lre 11 

•r l1 or/.~,,'; I rg 

6 17 
19 
 1 
 20
 

84 11 95
 
.Int0.r 
 5 5 10Cook/,, r5a 

4
Holt I 14rr[It 9 

4 2 6Sihoo, rii),'il r 2 2TI r,0 r, Ir 2
dl u. ; I rk 42 

2 
51W. "rt.tr; I 3 3F1"f.i ii' ri.,, 3 3 

J.,ior, r 34 
3/- 20 

34 
V.,
 

Ih4 
 31 215 

Totil enployir.11L for 56 rm,,;ll i ,,ilbit,,:,.,&: 21 5i 
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Th, a'ddit ion ofr a' s;"Yq:; nuth l inrrpment toJ tip doml<:ti.
 
jpro)dlct 1 re,;til of
l' , 0- of ',t :fti - -c ;,;uftl op,,r'it oru :a pr,';rtmiseldom; falcto~rvd into th+ o'valuitio i; a b)enefitcuq"At ionl b)y tho,, ,who ad-tlli ::tpr tho,;!
 

1) r o o r n:; . 1'The A, i,,j ' is.
a ls'o the. fictor o)f riw/ na.I,r [i l nt,." ' '1, '' rv co- .-in, -w i th inu, i n 11 -r!., ,,i i t f, !,,od,:i c',>ln;,vi-,d !)y, s 

producers. T'lr of m ifIo M tn lll 'tu:-i2:n, u- ",n, t l d y SSE" , i;:;L Pa t' :weo+tlL ri r,' it i 2+ Ii ifl ,t hi t fticult o . i n dollar viiti. 
it i, e'! ;i,.r- ,:itlh I +.- ,, . 'lTh , rpt, + fr,',lj,,n t lv qp ,it ed w+a fi,,p.>, l,to t er,( lp toyo,,.n rec.:+Ilit,-i by I+),,l--+;ilppl,, t -.d itidn'-fri.,-s w-.,' ; pe:' ',ul<r hThis,mea.ns;, !o)r in:.impq l,, tht the, wdt:,.. paid to an inu n+trti.al ,Pl ny',v, of
 

t2,16) p r y',ir 
 are Ai m"-! i,. t o It e co; t of ,'' ,.rl-4 ,,4iftha t 1,5 t lti' h ai 
m l i* l I 

IIl . ,Ir I Il tI, ' . ' ln s re pr, o,. t , i ' ,tpend i: I'
togetl w,'tith w5 yitmonthly; (2) vinn'Y ,r . t nll (n.W, pa:ywoniqt e. wal o, on! 0+ ,t a t;ti;ot i,, ofQ.,, I !"ti_ lI+o , Ilo 1 an:1; 'rc;';.it'ds:
nlew 1.)kj"; ne,.:,; ,or ,: t,; ion " It an: Pi:[ i ,., ,,;,,w . Q i i rt t r,.ni,, , If) ft #, qu +' ioil 
o:f d"-lintu m' pay.p'u on,, cl" n ofin. , ; Irl SK iq "u't.s;ta'Kin for+ its+ l,,,r- rec¢ord. 

w' r vl , i . !)i.;t ii;,t(- , . A I+ h , I i,, , i ". .... .......... 
 ......O fisf) ... . .......... . .........
w.t I.e)Werei ,I' 'Itt I - t - t(f It. I f 'Ibyll . IrI . IJ.L. itt.. ' I'I w rl n IC' 'x' tT ,It c ' ,Ii('-.I I 1 i on , 111 .' n (I'I'; a, .I t
 
n~tl gtl, I in4;
we ndd that I p r,o 4 1,a aw 1'1 h o, (qwiti n !,ir,, n . vict im:i.z,., by) Ioil in,.. I r -ictor, A M;h 
aren looking, Fo r a+ tiflivi.. M m,v o,.,r, it" l. ,,Io t i -f ,; Iipl e, ,re ly ,, ,. !,t:; il,,+;s,

ha'd !)vell I,ov ,+-f, t o c + bc,,-+a +i ,e f i 'ii4 iI r If, k.i.;k, l++ ,. 
o"I. tt ; hin+van a
 
res.'l~~tavrwrt i n N, ulich
I',. A t:, f olIt iato A+tI , n !,h . Iw " yW'l) l,piyio;+ l: ton o .
 
total| of. ti rlty' Mh., ,nl A I i " nl.
 

l~lf'++t~m l I f- .DatiU : i ; If+o+l'll I ,ct .- d 1,.,l1,1 the s l,11. , o l I.I,-t' c om i :' th 


pl'r.'o,' l r , niu.nit,a n , i.,+ t
a.,' in, ir,+t lilt . ,,e Ill h11 lt" the,. jl, r",pojId,,llj n (6,11 ) 

or hidl r'cc',ivp,., A1 W i,, I riiI Ili,, pi, , i !c . 'lh e, AI.,.nct! , lpr ,w:o t if,!) tcalp'livII h1l"I
 

ap r !,;l it 5' 1 flI i t I I rv 
 I Icc'I I,x~ nPi i' c W e!l.~ II iII 

,namlp W~l ,;l V,' , til b 1,+'.!111 ,l ,,l I.,d inl 1. , , ? 1 . i()it I..' on h f , il .of f th, 111II
 
rvr'ipi"e m P K,' v ,',l I hut Il ,.v c"A+l, t -,of
Andh I., i ! ',Ifl vit c *ll fiI I :wA ll<kIr,+ 1
(3162). Anl hW r: u i xt h ( W, ) u. iv,, Ifl Act ( A h,, lo,'",i in vi,-q ,., !it u , ., Tih, 

h v i,'l- i vraf .i, - ..1;!. , 1,,,, 1+, il S,I ol t0, lit, I, w I ie th ) 

ha l,,vII t OC e..ni t l I i'~. 11 !11 1 %,It! re.~,l' ... i , , , 1.'1< , 

A l' ," " l o ,} I ' i I ,e f .,, , l I1 1I,'I s., ; I', , II, f, I ll, 'I t -" e '' l I ;I ,;'lIt+by) fl y<o t,: l'¢ ";+ m a ,,n 'I I T'" I I i ltM ,, ,,1 , 1,1, , it , , " ,' ill I1h,, '4,111111 ,, 

http:n+trti.al
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TABLE 20 

SMALL SCALE ENTERPRISE SA'!PLE SURVEY: 

Source of Information but UIRBE Loans 

Responses to q1e;Lton concerning how rr iplent ern.d about URBE 
loan program:* 

(1) From prmnl contaot witlh N;omtvonL, who kno'w abI)out program... 13 (24) 

(2) From, prn;onal conta,, with somveonu who knew about program... 9 (15%) 

(3) IJnkniown hy ri' ;pon e*nt 
7 (13Z) 

(4) r'rom othipr part i ).l),nt1In loan program 7 (13Z) 

(5) From p,nih It n ,: 1 (27,) 

(6) 'rn~n ,cqhli It,anc. ;.orling at IICI 13 (2MeZ) 

(7) Rferrtvd by Dth,,r go:ernment agency 5 (9%) 

55 100d 

' One cane excluded. 



- 81 -


TABLE 21
 

SMALL SCALE ENTEPRISE SAMPLE SURVEY: 

Propletors' AbllLt., 
to Ott Loins from Other Sources
 

Respon;es 
to que;tLfon concerntn, the borroer; ability to get loans from other
 
cource 

Could have had loan from cov:r., l an% 20 (36Z.' 

lerhalp from the 

from. I:1 

bank but prfvr lower Interet 9 (16%) 

Belwieves ( ,,annt. from l'amk 20 (36%) 

No r'nponie 
6 (10%). 

55 Oe0/. 

One came excluded.
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was the same as that In the universe: 25,.. 
 %ut whore one-fourth of al1
loans were delinquent by five or more payments, this was true of only 14% 
saMple
 
of


lons held by women.
 

In the universe, as In our s mple, loans made to women trdjed
to be in traditionally female categories. 
They received 45.5% of grocer-.
store loans, 53.8% of bakeries, 42#9% of clothing manufacture, 58.8% of
general merchandise store (retail), 
37.5% of specialty stores, 60% of the
ceramic and tile businesses, and all beauty and flower shops. 
 In all of the
foregoing, their proportion of ownership in the category was greater than
their representation In the universe.
 

(b) A Photographic Essay on Selected Industries.
 

The intention of using photographs extensively was 
to document
the physiciil surroundings of the SSE's bein; financed, and to record the skill
levels of employees supported by them. 
Both purposes ware served with a
selection of pictures accompanying this section from the following enterprises:
 

Loan Payments
Province 
 Loan Nso. Type of Business Amount Delinquent
 

Chiriqui 
 l Xetal work 
 $7,947 ts
 
2 Auto parts 8,311 
 0


223 Auto wash 
 6,908 t

239 Bakery 
 7,9110 2
 

Cocle 99 
 Laboratory 
 7,074 0

205 Cement block 
 6,251 5
 
108 Shoe factory 2,984 
 7

68 Clothing mfg. 23,870 7
87 Grain processing 13,767 2
 
49 Grocery 3,002 0

92 Tailor shop 
 3,901 5
 

Los Santos 82 Accounting 
 7,t8 5
 
231 Clothing mfg. 2,143 0
 

Veraguuas 
 308 Restaurant 
 38,218 0

201 Refreshment 
 16,40O 0
 
29 Metal work 
 2,503 0
 

160 Hetal work 
 1,547 4

l85 Grocery 3,307 1

52 1,a41 work 2,296 0
 

A number of the buslnesn operations in the sample wereconcerned with food salnn nnd metal work, Some observationn on thoso twoclasaos of SSE nre of hitereest 1,ecause the Oor-er h4% an extre"Ply goodrepanyment record, while the Intter hiav a poor one, 

Groerynnnd. N pre. Tfin i iplv itcluJo4d "ne-fifth of the44 grocery storpo 
 funded by I)I'K. lThrnt 'fe ver ' Pi1l 10.1an- With 4 sample 



* 	 PRESTA M 1: TVAI).R SANG
 

V.. ~~Calla Turcura, Daivd, Prov.d hiiu 

AL-. *Otros 

~ H/7947-00 aprob~do marzo do 1979 
Proycicto ampljaci~n 

Ediftcio 4137.99 
Capital do trabajo 3654.71 

154.30 

.. &.( 0Empleados 9 (soldadoran)
Pl4~Zo do amortizacL~n 60 

N.let rao an a
No. lotras morosas 18 

eats 

* . ~ ~ Vento do prodIucto par aflo B/8000 

o un4 cund haacimld 
 cn
 

Miitrio do .4 tcf I 

7wI 

0S A41 

4- 4.*, 

* 	 ~ It ~ *4 9 

Sr.hoSan&promf~ido uAitccanolr4 



C PRESTAM40 2: VAflRICA flLuiivaTRIAS 

2W 
 Fulgencio Alcides~ Miranda 
2 
 2, Avenida 3 do 'oviginbrep David, Chiriqui' 

e,~ ~ JB/8311.00 'aprobado iioviembre do 1978 

Proyacto amplisicin 
2 
 ~,~I ~q i n as4 9 1 4.0 0 

capital do trabajo 3235,64
 
Cajas do batzerias 161.36
 

Empleados 

00 PJlazo do amortizaci6in 60 mesesVNo. 
 letras pagadas 44
 
.a .o 


No. ra 0a 


Cet 
 do prdt po ao B3/72000.00
 
41. 

'It 

Con.~S 14,9-~ ni do 25s b~atarm Fr*. Mian1 nf u 
librarf an 01 mim to -* flS

2 

http:B3/72000.00
http:JB/8311.00


PRESTANO 29: TALLER DE CIIAPISTERIA 

~. ~ ~.e,..Los Algarrobos, Santiago, Veraguas
[":~Ut
~ B/2502 aprobado deciembre de 1980 

m
Proyecto a plicaci6n
 

VEdificio 1501.64 
Capital de trabajo 311.71
 

.. X.q.' po 660.45 
, xOtros 28.20 

.-. Empleados 2%" "." 
 Plazo de amortizaci6n 30 meses
.: "-"' 'Letras pagadas (todas) 30
 

S "" 1 ' J '" - Letras morosas 0 
"' - .. 
 Ventade producto por aio B/972
 

S. .
 -.,, El negocio marcha muy bien. Piensa
 

. pedr un nuevo prestamo para la
venta de repuestos y tambien piensa
 
tenet un cuarto para secado de
 

... ._: ' =----pintura.
 

Un vehiculo "Jeep"" . '""
reconstruido y pintado ,:." "'' 
 _ ' '
 

.... Z. .. rL,,%.
 

"..1 . 1 
.9[; ~ J 

INLI 

,,-,. . . ' ",'. -- :: ;I 111S
El duc'rlo I1Corzlndez y sis ~/ 

...... .. it 

* *,".1 '" -I41 S, *.*0- " 
71 



__ 
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Prestamo 29 pagina 2 

1 Taller de chapisteria 

Ayudantes jovenes laborando 
y aprendiendo durante 
sus 
vacaciones y ganando .,V3 diario.
 

.. , ~, . . J 

A i ' -"" 

. '4 . 1 ' ' : 

77.'-.7,m-177; ,: :Af." .i. ~. .* . 

:.,,, ---
-



PRESTANO 41: ABARROTERTA \.2.TINTII 

Juan E. ,oclriguuz
 

Call.e San Juan de Diu;,S/N, Po:r.,
 
Aguadulce, Cock:
 

B/3002 aprobadlc) febrero de 1980
 

..- '': PrOVQ) caml'S eo ea2n 
-, 
 i.i Capital de trahajo 2968.16 

-Otros 
33.84
 

4~ Emieacdos 2 
4. 
 "?lazo de amortizacidn 30 meses , ._, 
 .. 
 Ltras pagadas (Todas) 30 

" .... - " El neor Lo marcha muy bien y desea.-....- -,.
 -. .. -' *, , .': .. . •. .. n+]
a pi. icarl~o
 
_ - ... .
 - . .',+, . 411 I '1. 

6 , 
a i i * r 

ione cl.'Con-1 ,adores y •u rcibo 
.: /'1 

de elect ricidaci es de B/120 al mes. 
una gaancia du B/400 iaros 0 " i I " ""ne ) 

. .. .' o 
 I .;+ .+/
 

;u r ,*m,*.mt 
 - " . . *1~, "
d' le. rd 1,,+V .;11. - . . " - 
* *s." ,,.,/ .1 

I 
.. ,.. .7 

l.iQ 
"- r" ° " , . o - . , 

.... ........................................ 
 ,. + -+ ,,
 
,;1 Il y........................... o : ,
 Ca 

.. ",.,-, . + ., ,- :, .
 



PII.lESTACO 52: TALLIER P'OR SOILD)\1)UtN\ 

Victor Manuel Sunzo 
-. .. q .-, Rio (h, Jes;us, Prov. de VerIguas 

~~~~...............w: .. '<<................... 1 my e 98
,E;:"<- ..... B/2296)apnad 

. . . .. Proy icto Ilhitiv(, 

Haqu ii a.,i 1177.00 

- "' " ,. Cip tl. de tr;iajo 994.87 
Ot ros124.13

f//7 1fl~(O temtpora&.i 

" """ " ,, Po1 ,:- de am)ort I .icton 30 ieses,,T das-30 
,A,.', . -. A,. . ,. .


-,.:,..,.*;"'.. .....;: . .. " ' ' ;.-v " :' 'Wnt~ dP, product o por aW o 1 8540. 

. ,- i.-I. - t . ma r r de.t 

e,O i! A n a d5pn 'lfria W -a 

7 , 1, t v 

* . fiw,At . p r V I vt on io112 

S-, .- , ,,. -. .fa i ca. 

, ;.~11 , .t :fIl iIi,v-d y.'Ivr,)i ,!)1) );
ia; t!C t ' y iu it: . it)I- (inll : t;(l 

- ' , , ! l 1,* 

Vt. t11 t:[ ' , t it I li , t i ' t i," f a y;. 

" . . .l ilf 1:11 i'v I:;. i.,n t . t l 

,proyet 1Iol I -.Ftt 

, , *1-


,1 " "/ ! , ... 

/ 

........... ,,.. . .. ... ....... . ,, . ... , . .
 ,.F) 

http:ros124.13


1'RESTAMO 55: TALLI R I)E TORNE TA Y IER RIJA ):"iA 

R.'ynahld V'on-oca Mora 

Catl... Moises Eino, Ins Tal) an, Los 
/ 71 9 ;-)9 junio de 1980 

Sant os 

'.", 

- '' LA C'2ECCC I
DE H CES PPESA ,..

OELEL 14YSTEPI) 'E
c-&i[ CC :OE!hCUsTIAs 

PQOYFCTO . . .-, 
,Capital 

'l' r t ,flu v 
LI c .0 

de 
Ot r as 

,'' (1r au; 

Lrabaijo 

6j0 0 O 
2704.00 

3746.56 
1 18 .4 4 

" .~~Su 

• '., . [ L ',i "% " . . . .  ' 

P.zu do. ,a:nortiz;ac 6n 48 
No. letras ia/',das 28 

C)N. 1 '' r ; n::,sro ; 2 

n w . ,'ci ,, 7 <archa b ien . 

meses 

La , -;;ilc.r..--..; 

.4*. , 

... A I -d 

.•."4-

y-

trY 

3-kj 

j. 

44*4]. 'r.(/I "4-"..[.. 

4 ...,, .. 

. .
4r4 

. . 
. . 

,,; . 
.. 

. 
, . 

f' • 
IJ 

- " 

. . 

I, " ' 
.. ... 

. .IL .tI .. 

-' . 
. . 

• 

; q) ' 3 7..; 
" .. 

....,,. -, .. ... 

A ' " 

4), ,I s . 1,_1 

V1 

(,IL 

1 

IC 

4tV 

• " ' ,""". ''" " .. .'. -. !1 , 



PRESTAM 68: 'CR EAT NS D)ORA"' y AGIACEN LA PHI)A 

Dora Avellabno du Rudy
 

Aveida.1 
 .Iun D. A rosemena, Penonon-k, (.ocj1 
'I .*1 8/123,8YO.0(0 aprobwio juo den 1'WO 


- ~il 

Proycto(1 n.pV1i aOf 

ceCz'piLal d tr;l1haj( 8,500.87 

I EmTplead-o; 13 (4 hurdadoras , 1 cortadora, 

8 costurerns) 
it 

i'.azo deC <iortlizac ion 60 muy
2' N. ]i;pa ,,;das~ 19

177 
* j I 1tii':. pro i Uati Sdo w o Pn.58 304. ah 

. V ,~ 

Con fecciones de± ropa para n ias ' 
y mujctres 

;y y,-

I', 
In boddr 

http:8,500.87


IPrustam1o 68: CrieatLoU' Dori' pv; LnhI 2 

El veu-i it elvt'sr cuestj 

,.'- -~A'B/15 Kl por menor solo,". 
B~/12 al por canvr 

1A 

La t"doIco h4415pil 

de vrI; , 1- ;1(1(13 I-'. ti-,1 jJcon 

A Corst uas 
. 
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5" 

* 

... , .... 

,-

Pu LIP 

1A"C 
M D 

.. 

i 

. 

-" 

Mari.o Pardo 

C;alk ]a , San ti ago , Veraguns; 

1/152Lt :probado -;eptiembre do 

rov_-(LI) fltlevo 
unas 6 68.12 

Ca'pi t al de t raha j 838.40 

1980 

t _~El. oc i mar.ha,i'en. 

, II 1 77~~ 7~77r
I 

.... . .I . . 

.. -, , . 



RESTA'M0 82 : CONS(JULADOR-KS D: AZUERO 

. . '....................................... Juan Antonio lerrera 
",'.'. [ Avenida Central 

Las 'abI.as. Los Santos 

... B/7118.00 aprobado mavo de 1980 

f'~ '"11Proyecto aiup I i acion 

pEq LjIi pa 3000. 00 
: : ' . Capital 

Otros 
de trabajo 4000.00 

113.00 
. - . - , :" . .. E p l ea d o s 6 ( 5 c o n t a or e ,s 

-
e.ecretaria) 

'lazo d. a:narti::acion 48 neses , N.o. letras pagadas 21 

.lI. tC,,c, )o.,;t;. b i.ein. Falta h astante 
. .i; "1A L l 0 . 

IJ'a 'ccrctal L 

1 

' "* "'i A - ' 

11. " "-' /.- . ,.. ,. i .' . : ! 

-,-. . , " . -..' ." . ". .i " I,' " ' tI,
 1,' 

'''"• ' ,g .r- . ' .," . . 

, .." / I ' . . • ' 

F 
i -- - " ,"

.I 

( : " ., , . 



PRESTAMO 87: MON'['AES AGRO-INDIJSiRALI;S SA (MA IfSA) 

P rovoJ t 

Ci 1i ti I 

11 acV 

ribi 75 ~2. 28 j 

1-W 

P-r~ 

No~~I.; 

d(w 

M 

vw 

SM 

n 6 m I-o 

,.r 

-. 4: 

E\l 

1'0 

i.(2 i :" ! ')_~1 '11 

ii I)150,C E 2!Cl0 . d 

<3260,dcon 

593!. 

'fl'f'Lo p o -Cad 

con**,'m 

F, ad iIY dt~ I ilrdi:,dx I-
im; 

5 2 

275.22r 



P~ tam) 8/: (MA 11A) ~ LIla 2 

%~, I-' 

A 

1 
*~ A 

-, 

..- / 

I 

-

,~. 
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... 

., 

ri 
-, 

.~. 

/.(~ 

-.---~--.1 
g5 

So ado ri p 1 ra g~ar~o~, 

I / 
I 

* -,<'''I' 

/ 
/ 

J 

* 

*1 

I 

* S 

,1 

.1 

7 .~ 

..T. ~ 

c:o~ lefidO las bdl~,dH parJl c(!rrd rlo~1 

- ; -. ,. 

. *1 

'S... 

f 

I.leflan(I() ~ holsis COfl 

W7~ 

.. ~. "s.-'. 

j .5 

I, 

V ..-. 

p. ,. 

ij~ 



F"' RES TAMO 92: SASTrRERIA (Y AI3ARROTERIA) 

#< ~Adriano 
rac 

* - ~---~--B/390. 
Av. 20 de Mayo SIN, Nata, Coc1 -

aprobado Oct. de 1980 

f 
SMAquinas 

Proyecto nueve 

Edifjcjo 

Electricidad 
Capital de trabajo 

Enipleados 1 

1894.20 

942.90 
165.90 
800 

SLetras 

*Letras 

Plazo de arnortizaci~n 
pagadas 
rnorosas 

42 nieses 
18 
5 

] 

El negocio de sastrerfra en aste local no
I-pr6spero corno esperaba. Este lo relocaliz6 

entr luarmas apropiado e nlocalalquilado y establecid- una abarroterfa ell -eedificlo. El resultado es que ahorn cuentri 
con dos negocios por el precia de uno y 

F,7, 

'- P4 

r2'~' ~ V4F 
-Wi 

VIM 

8050iir coil f ccicann 15-18 pnntrilones por1 ~ -7,;
50mana, Confec1 eTh11011nm oita 11/7, comn-


. F,'FPlato 11/13. 

>141 O01yona dul. Sr. Prn-llio p)-uI rarld(

pal o d.. 1mi-r oil ci.int lda1def; tpro
pindria Pnrn jun cliiIt(Fi; (jillenff complfl) 

tnuril, o na ernprrjai co m~prcan Nuil produtcton I*Fnl por mi'yCor oil rciaivrimmtto 
ij~randan enntlides y provenrn tin mirvlclo 
4tidiaipenunblo jvirn stui e I'nLon, 



PSTAIIO0 99:- FCLP;VfLABORAT0)RI CO3 

J.:an 0. Rinmos del Rosario 

x Cal o Victoriano Lorenzo S/N 
___________E_ Meoon, Cc1
Prov.e 


T: B 7074 aprobado dcdo1980 
; +? ?:--oyecto Nuevo 

Equipo-, 6288.90k .Capital de trabajo 662.08 
Otros 123.02 

E-pleados 2 

'. Pl
?.azo de amortizacion 52 meses
:-No. 
 letras pagadas 25 .o. N letras morosas: 0 
Enegocio marcha bien. No
 

ha7 otros laboratorios n
 

Penonom'e
 

" [ . --+ - -- --, 

ye 4 

, "-.; .,I£ " J , 

.4 4-433 4$ ,, 

' . . "' 

4... 

--." "A 3.- - / ' ' 
*- .4 

4,4 I,+;:"% ""1-1"
 
+ +
\ .4I3+" ,+,,, ,, ' + " '++.,,,< 


... . ... 
 _ _ _ _ _ _ _ _!'_" "__ 

.:* .+ e l lii" *z#.7~ 11 %+ _
'+
i +I" : ,. I .±~ *, 

+%+'+ +k , . : ,. + .+++:
++++++++ .. :t+ ++ ,-+::++ ++:,':-t :'++s+, .! ;+., +. + +++ +,,.:,+u + !, .++i: .++ ,
.b++f+,_+ 




Xi!.'~'Aurel* ~;.~ .Z 

f ! 1j 7 1o 

.j~~ _J -- l'rs;353 

I ~~~ ~ -

-~,.H ~ I I J2 

I 

J 

'-4 I -

4 

i
 

Aven ida .Jn:'. 1). Aroc-,.i'1nai, Puiiunnmu1 , COC1i3
 

2 9 841tic ,) I(:()y ' L)9Mt u3.'0 

(Uipt~nl~. t~l1~u 10861.85
 

VMS 
 35. 37 

Emlp leaduos; (2 	 cortad~o r/coro-;, I mont ido r
 
repa radores , I contetdurn
 

llz'o (1"-.~ r: zi i: 32 m:~ees
 
No. 1(!t~ri ;p'a 12

No . R!L ri:;. 	 5~~o; 

\Tii~~~Vitai do prodltcto parI 	 Qul( H/44,940(.00 

El.g4ovrh in er encs~z- xl1 
.. -I
 

f 

http:H/44,940(.00
http:10861.85


PRI';TAMU 11 : TALLER )E EBAN ISTERTA 'I' ITO 

M7 m.. ..
r Es;tilico Moreno Vergara 
"_,_ 
 -, :'.." ' ' Cruce de Sibzi a Grand , Los Santos 

0 .B/8853.00'1 k. aproblado febrero de 198] 
, p " royec o li e'o 

. fi- LIpp 1L7 gqi IEC: . I!; 6192.38 
l tde trabajo 2307.62DETtA PEUN 

0,Ot ro 353.00DEL PTINISTEPIO PDEC 
/

"0' 
0' 
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Prestamo 111: Taller de Ebanisteria Tito pagina 2 
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IPRESTAMO 112: CASA JA.%V-ILLO
 

F~~v Anitonio Jararnillo 

rt:; Rodolfo Chiari 4703, Agih~dlce, Cocl*' 
'let I 1/35 38. 85 aprohado enero 1981 

1Provcct( wiIim i (ii 

[i~,
LPla;-o 

- L X 

ii:'~':Let 

ii~~ 

Clp it;)a de( t rahlajo 
ot ros; 

'mrplead!os 2 
de annortizaci.6-

rip; pa,,adas; 
Let rii; iticizsas; 
No d21r~~e a( ne rdo a 

que 1as Vl~v llil 1hi 
h a Vil; . 1 uL  1 ] , a 1 

3500 
38.85 

30 es 
20 

4 
lo p1 aneado; debido 

hl~o 1:111( -- la cuial 
(10Jal II 1u1 o r a r n C V ji; 

a 

s;e 

I I 

LA 1 
/c T 

I I~ L10 

Pt, L 100R 

-. ~) C C * 

Fkt*~ 

rAw 

'---r l~f? 

"IT O 

~~"'r~a 

~p 
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V * 'a..N 
It~ 

:- J 

I.A. 
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IMRFSTAMO 119: TALLER DE EBMVISTERIA 

-, ' 

,/ 
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'i~~~ .~*, 

___ 

* *.",., 

-. 

:~. : 

vl~~I~ 

INo. 
I 

... ,: .. ,,-. . 

.',.v. 

"M 
' 

Ricardo Ccsar Miranda 

Concepcion, 1) i; trito de Bugaba 

11/3980 aprobao nayo (e -981 

Proyec to a:lpl i-cacioln 

E .Edificio 671.44 
~ q u in± 2 2 2 2 .8 5

Capital de trabajo 713.39 

Otros 372.32 
npleados 2 

Pia:'o (L a-N,,rtizac ion 36 meses 

h Lra pagada 14 
No. l tram ; (),:.o ,; 5 

S 111, CMIO no har eha bien. 
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li'KiixAu I.J: ARTEISAN AS COCLES.NAS 

• ' -+: . m , . " . . / ' I : __- ," 

r~ I' 

Ji+ • #'- ' ' " : ,.'- -l . -

Ma rco A. N(, ia 

Ba.r r., da in J)5C," Pcnoom , Priv. de "oc1' 
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PIRESTANO 1,60: TALLER DE 'ORJAS Y SOLDADURA 
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PRESTAMO 185: AIIARROTER IA >LRI CRUZ 

Alcida Miranda 

* N~ -~El- Coco, sanl Jos;e, 

I-,tiL de. Soa Vraguas 

* /3307.00~B arJi(oct.de1981 

I' (IL n-! 

Cai- Ld t:ral:ijo 4~99.57 
~'~ j~zOt ras 157. 14 

a T)I *ohdo:; el) 1ud y 11i hijaure 

, 	 I et -:" 
I c t r:, 1 aw d.a. 

- \ nt I d' j)1--iutn del di.a i1170. 00 

itElIm f~(li J''tI> I)] C . F;1ltud 

La Liend(a esI tiriLextensriM o l 

Sr. Mi rajnda , cI duefin dct la t. i enid, y ii Jhad I'o
 
de l a prve!.;it aIria,. FI Iamt -aba ja (-I kla o fi c i nIl
 

kit' INa raa a tia 

el 1Col Il c m roii 



. ~ ~.PRESTAIIO 190: CAFE URRACA 

Donatilo Caballero 
B/9467 aprobado Febrero de 1982
 

.: Proyecto anmplicaci6n 

Capital de trabajo B/8000
 
Equipo
p - Otros 950 

517
 

Empleados 3
 
Plazo de amortizaci'n 
 36 isei
 
Letras pagadas 6
 
Letras morosas 
 2' 
El sefior Caballero construyo su propio equipo ,de partes usadas para beneficiar y secar el cafe. 

El empacaba el cafe'molido en bolsas de papel choco-d
late muy rfstico con au sello y las ventas eran muy

bajas. La asistencia tdcnica del EGPB le sugirlo 
! ~, que cambiara y utilizar/bolsas pldsticas transparonLobi, icst llasrent(

con motivos irpresos en rojo a inmediatamente las
ventas aumentaron.
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PRS'TiV1O 205: FABR[CA DE BLOQUES Y TINAS )E IAVAR 

Felipe Perez 
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PRESTAMO 206: KIOSKO LA PARADA 

Raimundo Ibarra 

Via Sonadora
 
Pcnonomn , Prov. de CociL 

B/1596 aprobado dic. de 1981 
-"-, I r, Proyecto mIeo 

,o, 
 X ., •Construcci6n 
533.20
€ 
 "V -Capital de trabajo 1000.00 

). 
 Otras 62.80
 
*.. .~x'-

Empleados I
 

.
 -dPlaz 
 o amortizaci6n 42 meses 
7 ',- '-n - . No. letras pagadas 8 

.. -,N o . l] t ra ; m o ro s 0 
. . 5"" ' '+* •~ ' -, * " r " .'
.,.: -: 'rv El flC• ,:'g:::'
..a {, ,..'.. ./"7.. ,b , ."',:,;,po U! r <11o/1.800.00 

-,.-/- y,,-r,, ,,,.: . b" .s.,g}; .. "
Q :( ', ' . E1 n e o c i o m::a d e 1r c h a ac u 

.
a o p l.H- a do y no s-e le an 
r e e
p nta d o proh] ia:. 

jl"lOs.ko ]a Part.1d cI( "'Cldit,] ;I J-rda.!
 

!Est~o e.<;buC_, n1"(W; 
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... ....
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PRESTAMO 223: AUTO BAO CABALLEVO
 

S- , "" .Isidro Sanchez de Caceres 

Calic A Stir y Avenida 1 Este 
: ,,- . ..... )avid, Chiriqui 

If 
8J 11/6908.00 •proado fob. de 1982 

I; Proyec.o ;uimpliaci6a 
,. ,, ... , Equipo 6507.90 

1~:; ~k Otras 390.10 

Pizo de amorttzaciC6n 34 meses 
.... :9 -...- ' " "No. . .1etras pagadas 6 

No. letras morosas 1 

Venta (IL producto 
i r afio '/70380.00 

El negocio inarcha bien. 

Primero, ],a seiiora tenla un pIquefio auto balo. 
Con el prest amo anl)l t) el negocio a iadfiondo la 
reparacion de .l ntnis y. 
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PREI ;TAN() 231: SASITIR E, IA MOD 1.TO
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PRESTANO 232: EL 1U\NCHiiRITO 
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PRESJAMO 239: IA1)Ul~ci, m,% 

CIIi i
 

- ~. 8/Th1U( Ip l)1(lob Il)i 1 de 1982
 

-5 v. ', C,ipi) (- t rah);I 1OI619.02 

I '~~i 

F. L p lIe;id u; 3
k~~;j§;P1 zo dlv amorrti zain 35 ms 

F'1 JIIhMa!xr No. leteti;1m pagaiilm; 2
 

~4~V7v4& &~ de prod~cIirnpor aio B/694.08. 0 

La duefia Di'az y sus clientes 

L ~ 
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PRESTAMO 308: RESTAURANTE SANZSON 

Enrique Sanson Chi"1 
. i.j'Santiago, VeragliaS 

Pa-sc) 26 de Noviumbre 
''r' -_ via Int:eramericaaia 

- -:"".,B P/3321.8.00 aprobado oct. de 1882 

. . Proyecto arnp]iatci6n 
Sa ?:."UHquna,; 36000.00 

Otms 2218.00 
- Empleados 6 (3 meseros,
 

2 cocineros y 1 ayudante) 

Plazo de ainortizacion 50 meses 
. • No. letra:; pagadas 

. . No. letras uorof;as 0 

.- "- Venta de producto 
por an2o 1,/234000.00 

E'; Ii ()Ii T ex.<I 'o , i;;lt,;)1a ni L()t1t( j ' -1/lll;i/ M1 ) E1 Negocio narclha l)ien.
 
Re!;t ;1 il in t e 
 Ctanda c selior Sasi.on haiy' pagac]es;t preLnlt:llo ('I jr(;yect, renao.al 

.,. " ... '' 1o h )bitlaci64w:;en su moteI. 
." . . . ,. .". . . . . ... . ,,. -.. . 

1 i .. 3,i " "V ........: '
:r 
3 Los cocineros 
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mean of t3,264. The loans in this size class are for working capitalgiven to neighborhood and are"Ma and Pa" enterprises. In thE category thereonly two loans larger than 11,300. One was 
were 

for a supecrmarket (29 ,965) andthe other for a wholesale distributor (1;21,489). 

The repayment record of recipients; is good with onlythe sample loans more than one oftwo months 
claims that 

behind in paynents. This borrower
her stock was stolen, and consequently

arrears. she is five months inThis proprietor, incidentally, had obtainedfirst two small loans. Theloan (1981) of $2,039 was for a building (not frorm MICI); t he secondloan for working; capital (1,048) was from DGPE. 

The ,majorityof 
these stores are addit ionsThey are stocked with staple 
to res idences.

foods and household i tems; frequently s;oldsmaller units than in are available from supermrarket;. The ownerand repackages by:; in bulkgoods in plnstic cront ainc:; weir ing a fow ounces.(see photo) shows the P latt, 92wife of the owner of Franii.co's,; St ore in Ni[. replackaging 
sugar.
 

Plate 92 illustrates a 
freqontly e'ncointeredunreported pattern of 
but prey ionus lysuccess financed with 
;SSE credit. Th, ,'.'l,. obtainedhis loan of 3,901 for a tailor shop to be opet(ri-,edbusiness did not in his; hHI;-, lhthrive and the owner decided that the, Iocal ion was; poor.then rented a shop for his lietailoring o-qripmni near the cnter ofconver'te d his town andoriqinil iildin, to a groc-e ry :; t r,. Tiu:;, ;i in m'niycases, othertwo ho sii en; ; have been spun off fromi a single, loin.believes he will be able The own-r

to cover hi:; "uIt;t andin, payvmm ,;s within the next

several mont hs;.
 

The most frequn t additiont iiborrowo-! mironey I" qr v-,ry wt 0 -r:; , ,,do-e withhas; been a free;zer chost for ,moat , and ice cr, ,;i, an( a coolerfor soft drink s; and beer. Lon > w rt in. Id to ,piccli:, VIl ii :,,,i and t oupgrade electrical 
sy;t em-;. 'The loan in Pi to 185 (ti Alrida Mi rinda, ,A)paid for tihe e-x panii: n of t he roomi at I lie si deof the freezer :;sown. lhis; tiny store 
"f het- hunso andm t lit! pil . Is edo:5 atpproxiimait elybusiness 1;70 worth ofper day now. Alcida ' s father, wlo rn:, the :;tore, fol: he co".d domore bus ine:;s wit h a-Idi itional working 'apital to expanl his; s;t k. 

11r. R"odr lio; . own; h- st ore inthe previo us P1l to 4I in! A;',, ,,,lad lce . Likeoperat or, h- comlplainred oIt I1, heh li pi ' )i 
' 

(f elect i icily,
claiming 
 his billi w W:; 0 p1p mer- HenhadI II ,," r ,if IaI .,e
his last paymptil in F"ebrur y (h,. had (lt 
Iti s I,;i but made
 

intoi, 1 ,months), HOl 
it ,o1 tl"y- ir'"11 over 30aimn tQ00 worth "of ! ,i ,,"; ' i . IH iK r:t;usid,.r i ri anotheroan to expn d his; n tore :;o th h. ,t ci ,add Ito Ili,; !,lt e:. 

Loalli ifto t Ii-.-o~ I gemployrment. The runt 
win-c on do not~ rco r. I i inIiiy r iii'y"-- c ploy'd i' I ', lti -al r andolder people can Con 

:;l i:;I. HIltlyi11n to imake0 i V i ; wit Ih a 'a I I l:,Is!t o lr0wbusiness would riot o a I ar-erbe pi :-t ical. Pl;ate 2(0 tl,':;,'ri el Mr. Ibartra, 6,, t1.oldpqt loa-n rec i p ienrt in thle p r ir-din. III- op riat o ''k iosa; olidtIn'' i t o ~a 
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bus stop on the main intersection in Penonome. 
Like many successful
 
entrepreneurs in 
our sample, he has learned the advantages of location and
 
traffic.
 

Welding and Metal Work. 
This category subsumes businesses
ranging from a small shed, a tank of oxygen and an acetalyn torch, as in Plate
160 (Santiago, Veraguas), to large scale enterprises employing mechanics,
autobody repair men, and painters (see Plate 29, also Santiago, Veraguas). it
also includes some shops which specialize in wrought iron work (Plate 1, from

David). One shop manufactures aluminum window frames.
 

our sample contained 35Z of the welding shops. 
 They revealed
 
a distressing credit situation. 
Two of the businesses have paid off loans
received in 1980. The others are badly in arrears. The best of these is four
months behind, and the worst are lagging by a year-nnd-one-half.
 

Five of the loans had largo sums budgeted for construction of
metal roofed shed#, necessary to deflect both sun and rain. 
All these loans
include big ticket equipment and machinery items. 
Only one of the seven has
 over 
l,000 in working capital which may account for their shaky financial
 
position.
 

The recipient of rne ofthe paid up loans is 
a welding
instructor at the Trinidad trade school. 
His new shop in Rio do Jesus has not
been as successful as he had hoped, although he does excellent ornamental Iron

work. His monthly income of only 
212 is the same as when he was a teacher.

He has only hired one part-time assistant instead of the three he had planned

for. tis shop and equipment appear in Plate 52.
 

The other paid up loan (Plate 29) for expansion has been quite
successful. iare 
an auto body repair shop has bean expanded to include an
 
auto parts business and paint shop. 
Although he only projected adding one
laborer in his application, he has hired two fulltime welders and four to five
 
part time helpers working during school vacations.
 

There are some colorful stories to be heard (sometimes over
and over again) about proprietors in this category. Loan number I In the DOPE
series went to a metal work shop operator In David (Plate 1). Because of his
level of delinquency (18 payments) he is known as ".Moroso Numero Uno". 
 Yet,
he is quite proud of his enterprise and not the loat reluctant to discuss any
aspect of it. Ite produces metal furniture to order and, At the moment, holds
 an order for several thousand metal desks and chairs from the Ministry of

Education.
 

According to local legend in Chiriqui, this i0a political
loan. 
The proprietor of this business has powerful connections in high
places. They were influential both in securina the loan, and in providing him
with a steady stream of government eontracts for his products. lie displays
With pride a number of achievement certif1cate, design awards, nnd other
evidence of professional recognition by business groups In the cnmmunity.
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A furniture and wood working shop on the edge of David
(Plate 119) was used as another illustration of the immunity of political

loans. 
This topic ts discussed uore frequently in Chiriqui than in any othr

province by HMCI officials, beginitng with the provincial director. Since hi..

province has the worst collection record and the most delinquency problems in
I 
i the entire program, there is probably substance to the claim.
 

Furniture Manufacture. Five furniture manufacturers were
 
included in the sample survey, representing 24% of the loan recipients in this
 
category. 
The smallest ($1,917) and the largest ($49,269) furniture loans
 
were both in the sample.
 

Four of the loans were for expansion. Two of the smaller
 
loans were primarily for workinq capital and the third was 
for machines. The

largest loan ($49,269) was first rejected by COFINA when $200,000 was
 
reqveated. The applicant did not have sufficient security. 
This is the only

new ,oan in the sample in thtscategory. It includes land purchase,

machinery, construction and working capital. 
The business received a setback
 
due to a five-month delay in receipt of machinery. It is located In La
 
Acequla, Chiriqui.
 

The smallest loan has already been paid off and the largest

loan is still in the grace period which ends in July. The $5,075 loan to five
 
payments in arrears and the other two loans are both two months behind in
 
their payments.
 

The furniture manufacture business t labor Intensive. 
The

businesses in this sample cateqory added more workers than they included In

their original projections. There is a 
wide range of success and failure In
 
the furniture business if loan repayment Is the criterion. This may be a

reflection of the administrative policies of the owners rather than problems

with the market. There were only minor complaints concerning access to labor
 
and the size of electric bills. Host reported business was good. 
Several arc
 
planning,to expand.
 

Two furniture enterprises were visited which fell outside the

sample, but were typical of those just discussed. In Plate 119 Hr. Miranda of
 
Concepcion, Chirtqut used $3,980 for equipment, building and working capital.

lie is five payments delinquent because he used much of his working capital for

other purposes. However, his business (carved doors and panels) is thriving.
 

Tito Vorgara (Plate 111) borrowed $8,853 to expand his

furniture manufacturing in Cruce do Sabana Grande, Los Santos. 
 lie to now
 
expanding again with the profits from this thriving enterprise, lie has seven
 
woodworkers employed fulltime together with himself. 
 On the day we visited

him all wore busy despite the Pope's arrival in Panama and tho closure of most 
other shops. 

() A Perspective on the Credit Prnrrnm from the Plaid.
 

With the statistical review and photoqraphic assay data as a
 
platform, this section will return to a review of the questions rained at the
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beginning of this section. Each will be answered with data from the fieldtripe which provide a f esh dimension to previous discussions of the loan 
program, 

Characteristic. of Clients Served. The apprehension thatpreviously successful businessmen may be exploiting the program Isunjustified. Both the size of the loans, the proportion of new entrepreneurs#and the lower-to-middle class origins of the proprietors preclude errors inidentity. The clients of this program are closer to microscale operators than 
to Chamber of Commerce members; 

In only two cases did the evaluation team encounter
proprietors who gave evidence of membership in the "businesomens' clubs" oftheir communities. One of these was, as noted above, the "Moroso Numero Uno"from David. The second is the operator of a successful gas station, motel,and restaurant complex in Santiago. lie also affirmed that he had received aloan through political influence. Since the sample covers only one-fifth ofthe cases, there are others, to be i,ure. 

But the overall impression of the background and income levelof the proprietors is clear from the photographs. These are persons of littleor limited education who are using the program as a stepping stone to escapefrom poorly paid wage labor--frequently in a menial capacity---in previousoccupations. The mechanic becomes proprietor of his own shop. The son whowas the unpaid storekeeper for his father becomes owner-operator of a store ofhis own. One of our most successful storekeepers had previously worked fouryears as a laundryman. Others moved up from shoe repair, seamstress, biker's 
helper and similar employment. 

There is substantial evidence of an effort to achieve upwardmobility among the proprietors in this group, and especially among the younger*nos. But the starting point for this mobility is a working-class occupationquite similar to that of persons whom the proprietor now employs. The surestsign of the humble origins at the recipients of DGPE loans is that when oneenters the shop or workplace, the owner is not immediately recognizable. He
looks no different from his workmen. 

Employment,Generation. One of the moot satisfying insightsgained from the Project URBE experience was the recognition that thoseproprietors, so close to laborers and workmen themselves, could make jobs forothers in substantial quantities. Furthermore, the jobs created are no moremenial in skill level or compensation than those from which the owneroperators emerged. Much more work needs to be done on both questions
introduced up to this point, however. 

* 

An inquiry into the characteristics of employers, includinglevel of education and previous occupational history should ba obtained aspart of the Applicntions procedure, The same items should be secured onhusbands and wives since each sometimes obtains loans for the other. Thisinformation should be related to size of loan, type of business and success ofthe operation. Data for these purposes are not presently avnilbla but could
be obtined from an inexpennive field study. 

%S' 
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In parallel with this inquiry, there ts a matching need for
examination Of Occupations, skill levels, permanence and seasonality in
employment in relation to the major types of business and industry described
in this chapter. 
Wage policy and patterns of compensation also deserve
documentation. 
It remains to be seen how many of the Jobs created under the
DOPE program are paying a living wage.
 

Interest Rates. 
Access to credit is 
more important than what
it costs. 
 This does not mean that clients of DOPE are willing or able to pay
market rates. As a client population they could not be jumped from 8.52 to
18.5% or a rate in that vicinity. A reasonable increase to 122 would be
acceptable if 
a package of incentives ware included. 
Among these could be (1)
speedy and in most cases 
favorable decisions on loan applications within the
three-month period which is the goal (but not 
the practice) within DOPE; (2)
unlimited access to one-on-one technical assistance.
 

The evaluation team Is sensitive to concerns about making the
credit vrogram self-financing and is
aware of distaste for subsidized -redit
among both administrators and experts in this field. 
 Neither of these
considerations seems 
to be a material issue here. 
No reasonable increase in
interest rates will make much of a 
dent in DOPE's liquidity problem; nor ts
this the golden key to financial independence. But, a movement upward in
interest rates charged to customers would serve the purpose of moving them
closer, by gradual stages to the unsubsidized credit market of the private

sector,
 

An increase in interest rates, favored by many withio HICI
(not necessarily for reasonu advanced here), might be used as leverage to
persuade DOPE to take steps necessary in shortening the applications process.
At the same time it would serve to educate customers for DOPE credit and close
the gap between this program and, for example, that sponsored within MICI by
the World Bank for customers primarily in Panama City.
 

Any changes of this sort should be taken with care, however.
It Is doubtful whether administrators are aware of the minimal level of
sophistication represented by the majority of proprietors, 
They will view any
change with suspicion and care must be taken to persuade them that they can
receive advantages under higher interest charges that 
are not now available to
them.
 

Condition 
 f nusiness Suported. 
Visiting the proprietors
this program ts an exhitirating experience. in
 
They have high morale and display
those characteristics of motivation, industriousness and ambition that
translate into a high proportion of business successes. The failure rate In
this program is unbelievably low: 
one business in fifty-six. Certainly, if
more rigorous collection procedures were Introduced, the failure rate would be
higher. But it would be difficult to force it above 25% by anything short of
fanatical purnuit of persons missing one to three payments. 
By developed
country standards, this success rate is something to cheer about.
 

There is 
more substantial evidence than impressions. A number

of loan recipients have re-invested profits Insecond enterprises before their
 



4 

88
 

first loan has been repaid. They are not making second loans for this
purpose, although a forward-looking program management within DGPE could use

its 	resources wisely by advancingt additional credit to those customers.
 

* .Without 
 seeking specific information from every sample

enterprise on this point, we noted that more than one-tenth of the sample
members have already sponsored spin-off businesses. Those who have been
fortunate in this reoard have been favored by their choice of location:
 

I. 	A successful veterinary supply dealer inDavid located his

shop across from the public market. He has added a second
 
line of agricultural chemicals and hired three students
 
from a local agricultural college, majoring in agronomy,

to care for that portion of the business.
 

2. 	A women entrepreneur who located her car wash business
 
across from the public high school has sponsored a second

refreshment business on a corner of her lot to take
advantage of the After school and noon time traffic.
 

3. On another corner across from a public school, a building

was rented to start an auto battery manufacturing

business. The proprietor has expanded to rent additional
 
space to operate a "ibreria" dealing in school supplies. 

4. 	 Theo owner of a beauty shop on a busy corner In Las Tablas 
has taken out a DOGP loan to establish her husband in a

tailor shop next door. 
Both are flourishing.
 

5. 	In HatA, there is a sequel to No. 4 above involving a
 
grocery and tailoring enterprise.
 

There is 
abundant evidence in the sample businesses visited
that success can come rapidly and with it, the chance for an enterprise to
 
evolve.
 

Unfortunately, there isno concern with the identification and
encou-agement of those entrepreneurs who have demonstrated definite growth
capacity. The best jidgemant made of them is
a negative ones 'They are on
time with their payments". 
This is further evidence of the "bill collector"
 
mentality which hampers recognition of the growth potential already manifested
in the program.
 

In A developed country, private sector growth takes place by a
rather lethal process Of competitive seleCon amongj smell businesses, The
 average life expectancy of a #mll business 
in the U,11. is five years. Host
of those who receive busnoess credit will be ollminated. But the minority who

Succeed Will expand. The key element in the managemnnt of a business program
Is that nothing stands still or remains the aMe. 
No one in the Western world
would entertain tho exportation that alt recipionts of business credit will
 
survive.
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The implicit philosophy in the DOPE program, on the contrary,
i that "everyone ought to make it". 
 Evidence of this is prompt payment. A
mature policy within DOPE would assume that the businesses supported are every
day moving toward growth or failure. 
If a large number have not yet failed,
it isbecause 
(1) they are less than two years old, and (2)collections
 
.policies 
 have been lenient.
 

The basic deficiency within DOPE is that they have thus far
 
refused to confront the inevitability of success and failure among loan
recipients. 
A plan is needed undar which high profitability is recognized and
rewarded with assistance toward greater growth (both additional credit and
technical assistance). 
 On the other hand, a second plan is needed which will
recognize impending disaster and ease the inevitable losers out of the game.
This might be done by offering to settle their debts in exchange for title to
 
negotiable assets.
 

It would be a great improvement over present policy if DOPE
were to set for itself a five-to-ten year qoal of creattnR acore 
of str=ng
comuercial ventures throuhout the reogon, based ona selected group of
experienced proprietors who have acquired exceptional business m4nagemont
skills. 
The core group would be composed of the survivors of "first-round"

sioaloans of th, type presently being distributed,
 

It would be the responsibility of the program management and
local loan officers to make an early identification of new entrepreneurs who
are displaying exceptional business ability. 
They should be given all
possible credit and technical assistance to "up-scale" their activities. Over
 a decade these proprietors wtll be the major contributors to solving

unemployment problems in their coualnties.
 

Failure rates can be reduced and collection levels improved
over the present rate, which both DOPE and USAID consider to be unacceptable.
The key to this is both better monitoring and substantive technical
assistance. 
At present, proprietors who participate In the Department of
Small Business loan program are getting little more than they would from a
finance company that suddenly decided to lower Its Interest rates.
 

As with the employment generation issue, the key problem in
making an assessment ot the condition of the businesses being supported is
that no Information is boing collected. 
Observers often raise the objection
that demands for more information are continuous from consultants and
evaluators, while little use Is being made of Information at hand.
 

This case isnot subject to that criticism. There isnoinformation on the progress of individu4t businesses transmitted to Panama
oxcopt for their pnymont records, 
There isno Inform+tion transmitted about

employment whatsoever. This is doubly unfortutnte because the cost ofInformation Is cheap where provincial fiad officeso arc airoady in place.
 

Provision of TchnlalAislance. iec menor of tho sample
Intarvevad wn 
as ked If he had rocei~vd techniIl assistneo and vould like
 
to hav more. The results were not converted to a table because they were too
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tI1OU911C tUc11flLCaL asg~ttanCe meant the monthly Visit from the loan officermaking collections; they did not want the frequency of these visits
i ncreased. Other thought that technical assistance meant the clss-room., .....
..---leetures .which -they-had been offered'b~y-MCL, The). wanted no more of thisbecause it was not suited to Individual needs. 

It was not clear to the members of our sample that business
consultation could be made available to them from DOPE. 
When specifically
queried, many respondent admitted to having accountin 
problems and related
problems with cash and credit management. The best guide to the need for
technical assistance among loan recipients tended to be our own first-hand
observations. 
A few of these are offered below:
 

1. 	The level of record-keeping among the loan recipients i
deficient, often non-existent. 
 There are exceptions where
cash books, receipt books and ledgers are maintained In
 
perfect order. 

There was no evidence that business proprietors, in most
cases, were keeping records which would be adequate for them to anticipate
end-of-month cash requirements for inventory replacement, loan repayment,
payroll, taxes, operating costs (rent, utilities, transportation, telephone).
No information could be obtained on handlin 
 of accounts receivable; but the
number of protests about outstanding bills which could not be collected
Identify this as a problem area. 
 It seems unlikely that they were able, In
most Cases, to anticipate end of month revenues either.
 

Trapped in this position of ignorance, it is entirely probable
that most bucinessmen in the sample were unable to anticipate the level of
cash which must be set 
aside on a daily basis to balance the books at the endof the month. It seems certain that in many cases, there are no books tobalance. 
When queried specifically, some of the proprietors claimed to have
an acounLant. 
When pressed for further information, however, the accounting
servceas obtained were infrequent, often provided by an out-of-town
professional on a 
monthly basis, and seemed to consist of estimates made for
tax purposes rather than for management.
 

Clearly, a great void exists in the area of business
management skills. The need is not 	met by "training" of the sort by
"seminarios-taller". 
What Is requested is one-on-one coaching In basic
bu-olness pratRcas within the specific context of the SSE beinR operated.
Client-oriented technical assistance In this area would greatly reduce the
delinquency in loan repayments. 
More important, from the evaluat|on team's
position, it would increase profitability and move a larger proportion of lonn
recipients Into the high growth (or survival) Category. 
2. 	The production proomsses employed by mnnufarturers, and 

the design and utilition of floor sp4ce and display
area: by retailers (together with their choices of
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-merchandise) gi 
 her evidenceLof both need 
for and
 

+;--itre isna essary+characteristic.of success.• But there is a great deal of[
:':: reinvetiong+.o thewhelroin 
on out there in the name of innovation,. A large
proortonof he . . •
rouction sponsored by the program is: concentrated in a 
:few
 
ares:
urntur-maing meal ork,clothing, cement block-making. 
Technical
input from experts in these fields on equipment, accessories, supplis
'' L :design', maintenance, etc., 
are all badly needed. +Thus far, none has been
 

provided.
 

In the area of commerceo
rchase or display. where a plurality of business
operations are 
to be found, no assistAnce has benpoid

It is evident that help is needed in establish'n
wtmrcais
pooto oftepoutosonoebyt
pc, 
 e promeis
reaching consumers with promotional activities, identifyingonetael o inasfe
markets, etc. a
aolr:fureiniotur-aing
Astriking exAmple of the importanceof minimal guidince in
this area was 

emleor, clothngcnt blpock-maong Technsica
encountered in Concetpcions A coffee producer who received a
DtPE loanwas trying to market is product and fating miserably. 
He had been
packaging it in brown paper bags stamped with his trade name.
 

. .... 
 lie went to a commercial art service In David
bng. .a bot.
.. a.
He is now selling his total output at a satisfactory profit. 
 Assistanc
with marketing is badly needed at 
a number of other points thin the DPEn
 

network of loan recipients.
 
3. There are serious saoey and sanitation problems evident


throughout the entire inventory of
sampesurvey

enterprises. 
 Technical assistance 
 s needed immediately
in this area to protect both the loan recipients and the
 

general public.

The most superficial examination of work places and production
activities discloses a maze of unshhieded electrical cables 
cutting and
electrical outlets, 
 eemical mixtures being prepared by workers without
reed,
grinding power tools without safety devices, puddles of stagnant water near
corrosive acids being poured by workers without protective clothing,
aset 
 h
 

Atie e ta ime,
osale
under c ons food i being prepare adanprocessed for
that invite contwmination. 
Envpronmenta 
sanitation
could be greatly improved in man business sites.
actotlsdsloe The problem most frequently
iencountered maze o usiele eectricalcble,
was one of the simplest to sother t ting,+u tandt
o
wdrkonag no provision had bien made for
and parts of work Pies were continuously covered with stagnant
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operations in the area. 
 Neither USAID nor GOP should permit these conditions
to exist under their sponsorship.
 

Collections Procedures. 
 Provincial loan officers visit each
account to request payment every month if necessary. Since this is the case,
a collections procedure involving substantial manpower and transport costs
already is in place. 
A discount for prepayment might be offered to give the
benefit to the customer and save MICI the expense. 
The loan officer's time
saved in this fashion could be applied to (1) recruitment of new applicants;
(2) speeding the processing of applications, and (3) providing technical
assistance in some of the 
areas indicated above.
 

There are three classes of non-payment evident from the sample
survey. First, there are 
the 	losers. 
A certain number of accounts are in
trouble:
 

I. 	A small welding shop operator in Santiago is unable, as
one-man business to meet 	 a

his 	competition successfully. He
is four payments delinquent. Ile 
is constructing a car
repair facility and will try to make it as a mechanic.
 

2. 	A second auto repair venture in Cerro Punta is fifteen
payments delinquent. 
The 	proprietor states that 
his 	main
business was repair of vegetable trucks moving produce to
the 	Panama market. 
 Because of price controls the
vegetable producers 
are 	in serious trouble, production hasdropped and his volume has dried up.
 

3. 
A nursery operator in Herrera is five payments
delinquent, 
 lie depends on a famer in Cabuya for his
stock. 
The 	drought has almost wiped him out. 
 The 	evening
we visited the farm, employees were watering tree
seedlings with buckets to try to save them.
 

4. 
A cement block producer in Penonome Is five payments
delinquent. 
 Ills one-man business is unable to sell itsproduct In a market which, according to MICI personnel, tsaturated with cement block producers.
 

payment 
No amount of hounding from bill collectors will extract
from the businesses in this condition. 
The first two cases above
should probably be advised to quit business and go to work for someone else.
The proprietors appear to be competent tradesmen who are in over their hands.
The latter two cases could use 
technical assistance In preserving their
investment and in marketing their products. 
There seems 
to be no permanent
reason why they cannot be restored to profitability.
 

Second, there 
are 	enterprise, unable to makeThese are businesses which 	 collections,seem to be hnv{ig cash flow problems resulting from
delinquency among their customerm.,
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1. The business consulting firm managed by an accountnnt
Las Tablas is five payments delinquent. 
in
 

He blames himself
 
for failing to request sufficient working capital. He has
 
been in operation since 1977, borrowed $8,000 to 
finance
 
his expansion and has substantial new management contracts
which will cover his obligations when he can collect from

them. He appreciates the irony of his posLtion and will
 
undoubtedly pay up shortly.
 

2. 	The clothing manufacturer in Penonome with a $23,870 loan
 
is seven payments delinquent. 
 She 	produces on consignment

for dealers in Panama who have been late in making their
payments. She is also an established business and MICI
 
personnel have confidence in her ability to pay.
 

3. There is also a shoe manufacturer in Penonome who is

making work boots and sports shoes under a contract with
 
the Ministry of Education.; 
 He is seven payments

delinquent and unable to collect from the government.
 
MICI is sympathetic to his case.
 

These are enterprises with cash flow problems. 
 Local DGPE
personnel agree that all 
are 	good risks and any attempt to close them would be
out of the question. However, there is little reason to believe that a more
effective collections procedure would have much impact. 
 Perhaps refinancing
together with assessment of late payment fees would be a more effective
 
solution.
 

Third and finally , there are the deadbeats. Any loan

portfolio will have its share of purposive delinquents:
 

1. 	In David, there Is the case of "Moroso Numaro Uno", who is 
delinquent by 18 payments. 

2. 
Also In David, there is the manufacturer of puertas

talladas who is 
five payments delinquent.
 

In both cases, and in others which probably failed to come to
our 	attention, political immunity is claimed. 
More effective collection might 
 ,
be attempted. Whether it ts worth while In this small number of cases 16
doubtful. 
Whether it is possible Is another question. In any case, members
of this category do not 
seem to be a substantial proportion of either the
 
sample or the universe.
 

B. 	Institution BuildinAchaved: 
Townard a CreditFnacilit
 

The 	purpose for Including an Intermediate credit fneility In Project
URBE can be recapitulated as follows: (1) employment must be generated withinthe URBE region; (2) this requires the establishment of now enterprises
through provision of credit; (3) since neither the time frnme of five years
nor 	the sum avalable (3.4 
 million) is sufficient to meet the needs of the 
reglon, the facility must be made self-supporting under circuimstnnces which
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will facilitate its rapid expansion; (4) part 
of the mission of Project URBE

is to conduct research andexperiments sufficient to accomplish this ultimate
 
goal: self-support with rapid expansion.
 

The project design for institution building (see pp. 3-5 above)

recognized the need for the following: (1) promotion and advertising to
recruit a large volume of applicants; (2) utilize technical assistance to
 
upgrade the quality of its staff with special reference to meeting the needs
of the large client population to be recruited; (3) provide courses in
business management to borrowers; (4) conduct a study of alternative methods
 
for Incrensing the availability of long term capital by multiplying the
 
relending potential from reflows from the loan portfolio.
 

The project design suggests the prospect that the goal of a credit
 
facility characterized by self-support and rapid growth might be achieved if
certain unspecified conditions were met. 
 These will be briefly considered in
 
the following paragraphs.
 

The Institutional Base. 
The Ministry of Commerce and Industry was not
considered as a permanent home for the credit facility. 
 The question has been
raised repeatedly by USAID officials as 
to whether a lending operation of the
 
sort now functioning as the Direcci6n General do la Pequefla Empresa can escape
from political manipulation and influence. 
The political and financial
considerations implicit in its operation will surely conflict at a number of
'points. 
Two have been referred to in the previous discussion: (1) use of

political influence to obtain loans and escape payments; 
(2) inability to
prosecute delinquent accounts without suffering political fallout,
 

The suggestion proposed in the Project Paper concerning the conduct Mt
research on alternative structures for the administration of intermediate
 
credit to SSE's has not been implemented. Nonethaless, a number of schemes
have been proposed for modifying the structure of the present loan program.
The two principal contenders will be summarized in the balance of this chapter.
 

Rapid Initial Growth. The goal of self-support within a
non-government or semi-governmental institution was perceived as being based,

first of all, on reflows from outstanding loans. To maximize these, a study
of interest rates was proposed with the intent of determining the point at
which self-support should become possible. 
This research has not yet been
 
commissioned.
 

However, a second issue is implied here. 
 Idle money earns no
interest, generates no profits and pays no operating costs. 
 To achieve

independence from reflows, it apparently would have been necessary to push as
much of the loan fund into circulation during the early years of the project
as possible. Plans for achieving this capacity will be reviewed and compared

with accomptlshments below.
 

.ultiplylngImpaet. It wan perceive. by the project designers that
rflows atone would be insiufficent for the prv.otion of oeif support. Their

suggestions for multiplying Impact 
included (1) a credit guaranty system
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operating through private banks; (2) 
a discount line for loans from private
banks; 
and (c) transfer of the program to Banco Nacional de Panama.
 

Reduced to lowest terms, the project design consists of two
components: 
 (1) there is a technical assistance and training component
intended to upgrade the quality of services provided by MICI to its clients,
and to indoctrinate the loan recipients with sound business practices; (2)
there is a research and development component, focused on the central office
of DGPE, and intended to insure its advancement toward self-support and rapid

growth.
 

In the balance of this chapter each of these components will be
considered with sufficient breath and depth to comprehend the range of issues
which preoccupies the USAID administrators and GOP personnel responsible for
the outcome of the lending program. 
It should not escape the reader's
attention that each of these components faces in 
a different direction: the
technical assistance component proposed on the project design is external and
outward In its emphasis on meeting the needs of the borrowers. The research
and development component, conversely, is internally oriented toward the needs
of the institution itself, assuming that it is 
to survive and continue.
 

(l) The Technical Assistance and Training Component.
 

What was 
intended in terms of technical assistance was spelled out
in tie Project Paper (BAS-002: 67):
 

"...technical assistance will be provided to upgrade the quality

of the current staff and any additional staff In order to handle
the larger size loans planned under the project. Approximately 19
months of technical assistance is programmed under the project in
the following fields: 
 loan application appraisal, loan
preparation, program promotion, financial management for small

businesses and small business management. A mix of external and
In-country training will upgrade staff capabilities in small
business opportunities, marketing, financing, promotion, loan
portfolio management and banking and loan administration."
 

In the three years which elapsed (1979-1982) since the project was
funded, technical assistance received through 1982 and contracted for in 1983
 

auistAnce 
to the institution, especially for menting the needs 

includes the following: 

Conaultant specialty Amount Expended 

Eduardo Castals 
Young and Young 
Small Business Seminars 

Fnnncinl Management 
Accounting System 
Training Lonn Re-

$7,200 
46,000 
3__324 

TOTAL TOTAL ~cipients 3.2$144,5 24 

The original project budgnt provided $133,000 for technical 
of loan
 

reciplents, and an addttionnl.,l9,000 for trnining seminnrs. 
 The total

progrnmnod to 0152)000.
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One-half of the amount budgeted for technicl
to consultant CstaflO, assistance has gonea personal. advisor to 
the Director of the Department of
Small Business. 
His specialty consists o5 policy issues of relevance to 
the
long term management of the institution: analysis of the DGPE' 
 financial
position, advice on management of capital assets, credit policy and the like.
Two-thirds of the balance ($46,000) has been committed to Young and Young,
Inc., 
to design an accounting system which will permit DGPE (at last) 
to keep
track of the items in its loan portfolio, register payments efficiently, and
chart the flow of cash through the institution. However, this project is
scheduled for 1983 and will continue beyond the completion date for Project,
URBE unless it is extended beyond May 31, 
1983.
 

Training funds have been spent on 
annual workshops involving the
participation of both provincial loan officers and loan recipients on a
volunteer basis. 
A primary instructional role in these exercises is assumed
by the central office staff of DGPE. 
 The amount expended already exceeds the
amount programmed.
 

It is inappropriate to merely leap to the conclusion that money
intended to provide benefits 
to the customers of DGPE has been diverted to 
the
use of the central staff. Although this is what has happened. To convert the
observation to 
a judgement is to fail 
to recognize that consultant Castaflo's
contribution has played a major role in permitting the organization to reach
 
its present level of success.
 

If the funds had been used as 
intended, the net result might have
been much worse. The commencement of volume lending by DGPE took place
shortly after he arrived in mid-1981. 
 In 1982, with his contribution, the
volume of lending practically doubled its 1981 
rate (see Table 2). Without
his participation, the 1981 loans numbered approximately the same 
total as
1980. 
 Since expansion of the loan portfolio is 
a critical factor in DGPE's
survival, 
the role played by Castafto should be recognized and appreciated.
 

What is now apparent is that DOPE was a much weaker institution in
1979 than the Project Paper of 1978 anticipated. There were ministerial-level
replacements and 
tower level personnel turnover as 
in other ministries. The
excessive dependence on consultants in both the Planning and Commerce
Ministries to assume 
functions and execute assignments which are staff
responsibilities has been the subject of frequent comments 
in the continuing
informal assessment of problems in project management. Yet, 
if consultants
had failed to fill the vacuum, would anything have been accomplished?
 

Let us conclude that funds intended 
for client-oriented technical
assistance have been pre-empted for higher priority needs within the
Ministry. As the evalnution team members have gained a closer view of the
contribution made by Eduardo Castaflo our 
opinion has shifted 
from criticism to
appreciation. The judgeinent that he 
at 

Is an outsider ftllting an inside positibnthe highest level in the ori'nlization in probably justifted. ltisperformance in that role can only be ncclained. 

The potential contribution of Young and Young to the dny-to-dy
operation of the office at 
I)0PIP In likewise long overdue. 
Not only is there
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need for an accounting system, there is even greater need for a basic
understanding by management-level staff of why an 
 acrcounting system is neededand what it can be used for. Simple experiments conducted by USAID personnel
in recent months have demonstrated that 1C;PE, "it present , is incapable ofanalyzing its cash reserves, pruoject ing its cash flow, and ident ifying thepoint during the coming year at which t"s loan fNol will be dep let ed . 

If technical assi:stance has ber-n purchased by 1)GPL for the purposeof strengthening its cre administrat ion, why a'e such weaknesses a persistent
feature of its perforinince? The answer is that ,'.ither Castailo 
nor the Youngand Young personnel have spent their I imp on preosent problems. During 1983they have been assi gnod to the developi ent of t he b:n plan. 

DfIE's (lirectnrate ;ee; its; 5urvivnl as deplend ent upon gainingindependence from the Minis!try of (o; qr,- and ';aiinu, access to a r,
volume of new lending 
l fe
 

cap ital. Both thtc;,. ob j c t ivos; can be obtained bysuccessful deo.I;n and effect ive l.obbyini, for the bank plan. Neither can be
achieved by merely imop roving the admini;t ratrion, leve, of coll ect ions, andnumber of appl icat iow; i n the pre sent Project IIRtI, I SAID-;;poie;red rnan 
prog ram. 

And whero does that leave th, client popul at
the ion for whom much of19 monthis of trchircl a:ss;i:tarce wa, int ended (mult ip lied by ;,00O permonth to equal ;133,0(()? L.ittl e if any traininqi ha:; been provided to MICI
loan officers in metin;' thir :,ud s 
 as; origin: ly .plann.l,. The provincialMICI director in Chirl , i iotd that, dl';lito r eta e.I rqtu,ii;t,, cns;iltantCastailo had spent a total of on-hialf d;ay in hi;s office. Hte had addrcs; sed his
request 
 Rt pfaObefor Ca ; ';,o; of c 'urse;,', t ri'- w, iiot anyone e ; e . 

ihe tra itnil;. se;liiiri r+:o woodl 1i;(o be easy tI" criticize. 'The
 
p)ropri('tors; 
 who itt ttnd , t hoii were ;pprc t iwve.was ,ot tl,,ir unifform cormmentthat more vid at lindd ''i.d ti it , ... ' v', . I. 'they hope.d for vi;its fromexperts in s;mall bus ;ine; m'ons;,,.ment, a'count inog, credit etc., at thl ir own
establishments. 'Tlh y dil 
 not thin k that further c lass; ;root;t inst ruct on of tile
 
sort provided wold be tri;r'fut.
 

(2) Tih, ,'eirclh and M),volopl reniCCoipon'it 

Whit ,:'; int enIi in terin'; (of re,;irch and developimnt was, speltedout in the l, ,thy qlot ation from the Project P' per ( ,A;-Oo2: 32-33) whichappears on pp. bove. What wi recr- wi:; (1) a c'liul:j ill ti1(-.irstitutional b i;.; (2) rai'id '':p n's; i I! ti, pirog'am; (1) hv',+'. ii for waiy; tomultiply tlie im~p'act of reflo w'.. Il :ill t ris;e;es; , ti e int,,nt ,wi tt p i,)toeself-supliort withI r,,ap i~d V,,' t 1 i,:;t .nlAii t '.oli tI lhlt iisat o imo-ih ';jloymlit1)r otnm t i o i in It,- ll~;t i (,,i (in .
; 

T1 1 :,I i;tw , .1111 to I ho ,. i " w ,e t o !)e 

paid for fto ,i
bee'n o-:t.1 

t ,. . !o. n ,.t (1 1I 1,H I ) il nt if I . ,,,v,. It Iin' ,II ,''ily,[i1 t0., Ihat IV, f H HJ % U ,.r,V " n,., I " r r+, lup (Ir+,r ,o tf it , 1D+;Pl o un(t t':1 
aorfficev. Y,-' , A' I lhvvl,, in,',li ri.malin .and,will Kv+brio,!ly add~r,.snv., inI thW 
roma i l,,r o)f t h i! Irh. p i-i<r 
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(a) Alternat ives for the Inst it ut ional Bone of DGPE 

Where the Project Pap, e:iv 
siond a study of in;titutionalalternatives to dependence on governrm nt-reo,,ulatd intere;t rate; an the
source of ref'ows to the Minist ry 
 of (ommerce, s;ub:equent pl:annin, has beendevoted to replacement of the Mini;trv itneif as the nponsor of the SSE credit 
program. Withi I DGPI., this nimpetu's ha; sprnl; fromt the conviction that H,,
to the Mini stry iipode the processing of loan:; 
and compicate administrativ,
procedure 
 to the point of paralysis. Within oI, diss;at isfaction with theHIC[ rel.ations;hi p orii.;nat es in the convict ion that credit operat ion:; are best 
managed by private e;,ctor banks. 

Whi It, b )t h ID;PE andll US.AII) favor rilt .rn.at vu.s In Ihe pre,,ent
 
HICI-rlar- ,, credit pr'r.i, they 
 area m,)vinq,, in oppor;ite dirct i o :;, t ow ard :
solution. 'I'O lirop lO.. orign,:1?in, within I;!. is for a ,,niv-rt'lwn1:l,,,t-,pon';ortd
Bank for it' Pthe,.,, io (or ,;,n,,l I ,),;i, 0 oi Qu(> ti 1 : ' iei(1 i' IiPpEmpr';'.). A '; i2i:It ry' " f it , tprp .ri 5ad lIS'Iro i '- _r,,0,, --1iteS 

as Vr v 5i. A low for I h, p rpo;"' of c reat NP', tb' ihIe hais n 
 lready beotndrawn op and :;tsu)i:lt Ied for (on; idoral ion by tI, c .,y;' ; :,L. T ho P i; ,n e of the 
DOPEpI! otifp al- is tIhotexI ittd,+j a,i + jot t tt it m _ndi ait'__._ i t elto0 1. :1--------------- - ___tar o t i),t' ,t four v.,,,, -- ;; - ---,-.n-- .... - - I; :;ittld be_,________-__--_

. ... an! .....N O .... n.l. .ithi:i a a ' p ' ' s , - ur 1. ' !"ll f i tIIce dints t r tit 

"]h~t lU0 e,,Ilt) , ttttco'nt;:;h I'nntr ary, is that the g'overntmentshouild got out of the Iltilin ,, op'rat ion ent ir,,ly. 'he loan adnin i t ration
 
presently ha.:nil(

firm;. 

by D)GP't 'hoild be :.''r'-Ld into On"' or more pt-ivate bankingMechtanismsnp; (c ridit q;n;ir. ntiv, di:;crin t lin ,) sIhould be instituted to
draw private capita:l into tho :Ntpptr of SSij 
 The role of governmett willbe redoced to coord i nat i on and pro:i t iml. A ii -'inry of tilt' USA! prpo)sial,
designa ted TO,. ,+;)all__ Sit;cali''aII l -i , ' .):' t ', apI r opposite as
 
Figure 6. --. .. . . . . .i
 

A :oi'; of rn c y li:; ! '',n a.'; ;ti')I by tie i u, ince tlie
for t;il life 'x ploct,.ao 'y of the P i ,.vct i!I2 
 , ;in ierI;r .'l t 'tnr~ ina. : ; otn Mlay 31,1983. It waIn proi,, t, tha t It h ,,titdi.strib)ut -'4., m illiion mad" alvalilable forio~n by5 IW(PF' wou))ldI he( Vl ue )n,,I the tha't- da)te. While. it ham., not,proivrt, i , mad:+J,by bo+t h inst)ittut io)n, (1NISPl' a'nd USAIID) no~w co)nfirm that: funds'
 
presn;ttly avail ab!e, ',or 
 lending )t;:rpo:: will dry l)p by (ii?) obt , Inr 1983. 
ot her word n , i,'v,.) if I hit i lill, P i()I,,c I ( 'a.! ! itu pi i t an;ido, tI,. liquidity
pro)blem wit iit I)(;'i ricia iPn. 

t hatI no'w c". 1, : i "'I ,. 1)(;Nl. !.a k pIl.a n (hW K~) a , i .& P), ,''.ti n t!i:, ,izaI t in 1l)4 ;,,d:.hr pI. h i'qn by p rou i+ I:.es. 
not. ,,; pr,iFic, K)u; dili nn):*ion c',n-.,w tin ;,nit iwpllio ; 

)t+lh n ' tP TJhe( 11 AII planr);i if; 
tIhat no'w U ID l, ','orld I;'mlk

and Int(,r-+A -,ric..an Dw,,,,, l l P in ro,m,rc.,4 w,+,"lid allt k) he, atva'ila-ble, to p~rov ide" For) "a Ipr i v il ' q; eli)i !..','l ),.~ , l it f.-,'itilI , ' , lin l , teh ,, %11AI) 
f nd l f I,;t -I ) I)i i,. ll , ) P i I I '; i ' t -I t o'" -h .l'i"-' ' : ; 'I tI o u I)o i ld rH'ayl)i d 
198 4, 1' i ppII, TOM,tV. " In ,,) ,,Id j p f,:., I, itIIi,
DG(PIE w it 1 enr,+l) c ,,.. (t ri'1n , 

I.) n I ,- M ?!I , i .o,an ko ll 1 )rov ide 
1 ):;,) t, w i ( 11 i,, ,oll.'+,i n n ,, a . :' I t r.al!; itI i o l I yea r. 
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Figure 5 

SUMMRY OF BANK (BFPE) DOCUMENT 

BANCO DE FOMENTO PARA LA PEQUEHA EMPRESA 

1o DGEP WILL BE TRANSFORMEDI TO BFPE. 

2. BFPE will exclu.sively formulate Policy, and 
implement activities.
 

3. BFPE will have retail outlets throughout the country.
 

4. Functions of BFPtE - issue2 bonds and other financial instruments 
- administ er proj ect funds. 
- Ne',Ot iate and cont ract funds. 
- Guar,- ntiy and Market 3rd Party D)ebt. 

5. BFPE Resources 
CAPITAL
 

- Authorized Capital of 
 t?0,000,000 
- Initial Capital of t;3,000,000
 
- Bonds for 
$2, 000,000
 

SPECIAL INCOM;E 
 (Nxte rnal ly generated)
 
- Taxes Ci garrt, 5s
 

Sod a Pop lc 

6. Organization - Stand ard baink layout. 

7. Board Members - Minister MICI 
- Nat ional Director of Ind. 

General r.',r of BFPE 
- MinMt PPE;. 
- Repres ent at ivp, of Banking Association. 

8. Credit Cormrmttee - Vice Min--:I(,I.
 
- General M nl.'Uler of BFPE. 
- Finance HMana'er of IIFPI'E 
- Nat i .onalD)irector of In(. 
- Nat i onil )irector of Commerce. 

ANNEX 
9. Init ial l'udp.,t

Pree;nt 
Operat ing Expomu, 
 1983 - tS),391 
 1984 $1,229,931 
OineE\atio)11;
 
Do)(not ca;lcutlaite finarr ia 'oq! oif 
capital

- Do notir i tel incme r fil tu co ri I -ilon 
ConrluAiou. No filli~lt an.ily.;is;ii is presented. 



1. 	 Goal: 


2. 	 Purpose: 


3. 	 Output: 


4. 	 Organization: 


5. 	 Functions: 


5-i) 
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Figure 6 

SMALL SCALE ENTERPRISE RESOURCE CENTER 
CONCEPT PAPER
 

To 	marshall public 
and private resources to increase
 
employment opportunities through the development of Small
 
Scale Enterpr ,;
se; 	( -,; . 

Establish 
a Small 
Scalp Enterprises Resource Center (The

Center) to effectively utilize existing private and 
public

sector a;sets already in plce and dlevelop new mechanisms 
to increase rpsonur-e and sc;rvico to ,SEL'.
 

A seIf ,ust ainjin; 
3-1) Credit ,. h In(;tir'arlt v ,, s,;m
 
3-2) Di :;c uint I-c hin i:
 

A partially subsidized;
 
3-3) 
 'ira iningnand Technical Ass';i;stance
 
3-4) Invest or 
S.rvic, Melchanism
 

The 	Ccnte r will 	he thbe centr al GO? instrument to support
SSE d evelopii ont. It will be 
 an'. 	ed by a Board of

Directors reprc.;eiin the Public and Private Sectors (with
Iart icilpnt io n frem the c umms 'cial bank; and SSEOrgnnization;). 
 They ill ptlqfy the role of proloters,
coordinators,; and provida secvice and 	TA to SSE'.. 

The 	Center will 
perfocri tW,. frololeing four ma jor functions;
 

Credit Carant Mlechan is;'( WC_):

The 	 CC;t will reduce t. Iorri sk t he public and private
banks thereby incre-ising oplortuni t ien to 	 t imulate 
profitable and 
produe ti . inv:;titment by SSE'.. 
The
 
guaranty will aapply 
to tno.e projects found eli;ible by The
Center and feasible by the baink;. This will assure the

utilization of 
exist ing rc;,i rre,; (lrcc;ently untapped

the private sector) and AwIl work wit hin tIhe 

in
 
present

banki ig system without d i rupt i ng normal cred it operat ions.
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The urgency of the Pro),le, or r,i ll.ites [n part from lackplanning. But it is also a consuen'e,('c o)f thbe inadqi-y of reflows 
of 

outstanding loans fromto maintain th, pr,;ent ,o(rarion.reorganize )O'PE in forced toand ups;al e it; capit-lix:t i,,n plan bec s,:;e it coannot survive. onits present income frn:m the t3.4 miliiion in initial Ui:SAMij funlin:. 

It wuin doct-rn t ed abo(ve that [thscheduled for im, t f rrp'iyllmlent sco)l "t ion duringi the lat two month; of 1982(actual collections, were 
;ver ,ed $41,65l

stort of thi; fi-;ure rs';r
by 277). lDib ,,nt.; duringthe first two month; of 1983 av,, t ,;1i ) hr--th, ,scheduled collect ion;. 
I:; he amount of 

(h) Th I'; u, Rip i dof Init ivl (rowthI. 

A credl t pro;ra: whicha revolvingI find um; 11; int:und, Io s;urviven l' m riy on it; 
is 
wl: on the b.a ;isofy. To do this, it m:t larp its 

capital a s1rapi dlvi aIi ; p . of th : K& millinthe UIBE Proi vail able )o t); fro:i.ct bul't OJ3Q8?, "My 677 i:,dqirnod aitthe 
vnd of1982. Another 2 ,1 ')
sOlll hllewri-i 

15K ( , wi'; c", ttPeeJ u t nitI ,i:',r:,.,j trappIth :ntin Iivich ry b t'it n, apprviI by I ha c, ,i 
d 

i cim I t ai and f inalrel eare to t hi i),l c ait. 

Ti, iloulnt :;choWIl ,d hfor d l)url',;c'lut.i(Appendix 1-1)-I) in Ih ro joic I P;perlre cormpird below wit Itthe annual totals for the fir.s;t four 
years:
 

Pro ject ed Loan Act ual Loin Z Goat
Vol0__1mfn e Volume At ta i ned 

1979 435,000 146,939 33.51980 
 810,000 
 388,710 
 48.0
1981 
 665,000 4 8, ,()!j 72.91982 
 760,000 
 1,083, 16, 141.2
 
1983 730,000 _'
 

In 1982, the four t h 
 year of tie progrmr,, act ual ,li nburnsiri.,nt :;projected loan volume in cceeded thethro elrct piaper for tile firstI limp.three years of lFor the firstthe p i na- l)p;,i perfo ,, ,'s nri, in dinburn;,mt wani:; lens t hanthree-fourth; of Mit projct id. 

11 folI=-,,; that) returnsr fr'nn' co)llect i,,nn must:; h.,v,, nl o !)e,,nmuch less t han tiho, :c'hdiil ,. Th rPrl oci P:ape1 p o ioct n t hatyear of in I t he, siyththe 'rdit pro rami -- tI,' I irk year 'wit l o t Pi-, )i,(,t lYKi(.lll funldaupport ,I, IioiiI d Iive 2;/( , ()) ailable, for rl, o lin:', 'Thiethose fund; arc, , u con of 
.p
ni s c ifica lly i ,ntli . ,I in h,,t ::;Il ya I t 1iproject'd t li D;14, {(O will 'i, c llc ,., flu'1 " i- n,' - r, i r; . c t ; / /0,0w ill b e ,a ri ) d i% r "iu7':'. tl:,; 'n t i c/in i, 

or,!fi c() it',. ,.l 1rv , rIi), ri,;,f 4,Wo l i i i i t,. n .nI h ,,r, Ih,r r;I'"t r IP r,,itl t n I i I IIl1 ' l 5ic V' 1I 1 "i 1,,. "' 1 / 1 11i1 . hn'l i,tIprov W on; fo)r d i 45"ri~i , ,r,
dis;hursv;(, nl N: form'Ithe' .','t n l ,of I,,P ; I hn () ) ,,r , , .l p'riq rim pI'" rm,,- , ' 1, I h;,'will pr)"K,'.ly 5v( Iwirv, that 

http:pr)"K,'.ly


amount (t121,O00 per month or more). It is evident that there is a gradual

and increasing imbalance between the volume or loans in the program and the
 
revenues which are required from all sources (repayments and reinvestments) to
 
support it.
 

To put it in simplest terms, disbursements ere now in excess

of those projected in the project design; revenues on the other hand are much
 
less. One explanation for this is that the designers intended that the SSE
 
credit program should have sources of income other than reflows at projected

low interest rates.
 

(c) Multiplying the Impact of the Revolving Fund.
 

One difficulty with the project's present financial status is

that the lending operation failed to place loans fast enough for maximum
 
recovery of principal and interest. One-third of the original capital remains
 
to be released in 1983. In anticipation of this, the project designers

envisioned the need for supplementary sources of revenue.
 

They foresaw the prospect of three additional sources of
 
revenue; 
 (1) raising interest rates; (2) a credit guaranty mechanism, and (3)

a discount mechanism. Both of these latter two prospects are conttned in the
 
USAID alternative to the present DGPZ structure presented in Ftqure 6. While

both types of transaction are conventional, they imply that management of
 
lending operations will be transferred to private hanks which will both
 
process appications and make collections.
 

Since the applications process and collection levels are both
 
issues provoking much criticism of DOPE, the USAID strategy may be quite

effective. By reorganizing the present credit factlity and transferring fts

lending functions to private banks it can solve operational problems and

Increase the lending capital available. The politics of this decision remain
 
obscure at present, however.
 

One final observation iswithin the scope of our task$

although many of the points raised in the present section are sufficiently far

in the future to make predictions precarious. A substantial volume of
research was called for to provide a
basis for decisions between alternatives


*such as those presented in Figures 5 and 6. None of Ithas yet been
 
performed. It follows that a choice between these options may be made on


*other then empirical grounds.
 

It isconventional with the GOP to favor government-sponsored

credit for development financing. It is equally conventional with USAID at

the moment to seek private sector alternatives for the same purpose. Project

URnE still contains funding sufficient for a more scientific examinton of

these options to take place. Th origlnl inclusion of research on this

subject isstill a valid requirement for enlightened decision making.
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C Linknge. Accomplished.-Tho DIvergence Ahead
 

In the Introductory section (pp. 5-5A) itwas noted that tile

linkages expected between the small business credit program and other partsthe URE Project hadeated to materializa.. The eValuation team entertained 

of
the hope that another form of linkage might have developed through the yearsof operation of the DCpz program; 
 a growing interdependene between the
administrators of the project and the loan recipients. 

On the contrary, onepresentcredit program is 
Of the most disquietine features of the
 

perceive * 
the failure of the administrators
relationship between the foate of the small businesses being 

on all sides to

financed and the fate of the credit program itself.between them from mnaement's The only admitted link-From the businessm's side continued to be the monthly repayment.pospectiveo he visualizes 
on his own himself as being completelyonce the loan to received.
 

The argument advanced throughout this analysis is tIhat epansion
of the creadit program is essential to both scaling up its volume of luendinthe point where It attains solf-surfitr~ncy, and to the related objective of 
to

making an impact on unomployment and Income distribution In the tarnet area ofwestern Panama. 
 This expansion Can best take place by a program management
which conitors 
 ts clients, detects opportunities for providinq them with
support, end thus accelersa 
 the economic growth of the best entrepreneurs.
 
But to do this, it will be necessary to enqao in much more than a
simple credit oporation.


needed. First han'd 
ka t research and manpower studies will be
ate 


must be gathered. 
on the actual businesSL operatLons of loan clients
Technicalassistanco requirements must be assessed and
,provided for. 
 An information system capable of digesting and acting on this
information must be established within DOP) or its offspring agency, In
whatever form it may take.
 

administration and clients of the Department of Small Business In 


To try to reverse the trend toward soparatism 
and link the
 
enterprise once again, theeovaluaton toeam recently prepared 

a common
 
which actually state the conclusions to this analysis. 

a series of memos

Instead of proparing a
 redundant section of codelusions which will only restato the original points
less forcefully, the reer Is directed to the originals which are contained
inUSAID's Project URIS evaluation file.
 

V. COICLUSIONSs 
 Redestqnitif R 
 PetwenC
a ln, 
 Cients andi Admistrators
IFI
 

The thrust of the argument
factors In tin 5R 

developed throughout theac, pas In rhumanprogsrim ndmlnistered by M01 have been 
t -at 

Of fInan... neglorted.d.r. tn favorl cons 
 linn.
result If thn rlnnclal alminlastrwroe a ronvinvn nchlcvement, the lrorles estab 
tlon ne'hioved as a 

hed would be moreaccoptalo. 

L: 


_ < A CC'iZ
4I. - '+ + ' ' ,+=:F+ +. .
 .
 ........
. ...
. . .. 
. .... .
 . " - += r. +
. . . +++ + >++ 
.+ t.; ' ': + 
:+ < .t +.+)++ ; '.> + +
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The 	credit prorram and its administrative requtremanta hove obscured theneeds of the client population in most decisit)ns made by both USAID and GOPrepresentatives. Nonetheless, thb 
 credit pro~ram stands on crumblinq ground
at 
this point, with serious questions raised concerning its survival.
 

The 	proposed solution involves two basic 
asureas which the evaluation
team has set forth in a series of memos concerning the reprogramminq of
Project URBZ: (l) a transfer of capital is required so that DGPE can weather
its present liquidity crisis; (2) substantial investments in research,
technical assistance 
destined for loan recipients, information gatherin, and

processing must be made.
 

These points are detailed and argued to the bet of our ability in the
 
following documents:
 

I. 	 Ilal:enberg, Robert A.
 
Appropgrate Technical 
Assistance for 	GP?. Hacl 25, 1983. 

This memorandum recog.nizes the need (or increased profitability of
small businesses, the need for DGP to rapidly expand its volume orclients, and the need to improve administrattva efficiency withinIDOPE. It proposes a comprohenlsva technical assistance andresearch packaqo for these related purposes. It is attached asAppendix F to this report.
 

2. 	Ilackenber, Robert A.
 
Providing Technical Assstance to DCP.Loan llecipiento.
1983. ... . ... 	 Hareb 26,... 
 ...
 

This implmentation mem supgest operations for providinl
user-oriented technical assistance.
 

3. 	Ilaekenberg, Robert A.
 
Action Plan for DOPE 
 Teehniat Assistanc . Harch 27, 1983. 

Proposes a set of priorities for implementation of recommendations In 
two previous memoranda* 

...
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DEPATAMETOFOENTOY PLNEAWEN0D 



DIE 'CEONGENERAL 

Es la en:idz-d crca-la dcntro dc la Orb-anizac66n interna 
dcl occo au~is me~rodnd'ante dccrcto 
Ei .cuzvo No : S10 dc mayo de 19719, con la fu.ci6n 

Fa- oen bseL a 'a -ts'sc-c;, F 7.-,,c icera y Tdc
*.:2.,j (2 odc arrc y pro:--so dec Pcquc nas 

CIO=mcrci.s Servicios".\'dc 

CBJETI\ CS GENEI"ALES: 

::.j cc 'nsumos raciona!es. 

c . 

las esenras p.ara c! f .-:..-onamicD
:o -;-ss Prc, r=..s con sus aspectos acministrativos, 

f~anccc7s v cccnumcos dc acuerdo con !a Pofltica Gu

Apc're! dc>'Invcrsiones dc los Prc'gramlas de a
cuce-do a cc dc dcsarrollo eco,-6m.;co del gobier

novd:2~n;:e~ de Omcrcio e Indu.strias. 

~anenese n ccon7*a::o con cni,-danes rrivadas o u 

bernmen~~csrelzcionadas con -1-tividad dela Pcque
fia Empresa. 
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Appendix B 

PROYECTO DE REDISEO DE PROCEDIMIENTOS EN EL DETRAMITE SUB-PRESTAMOS
DE LOS PROCRAMAS E CREDITO QUE OPERAN EN LA PEQUEPA EMPRESA, 

DESDE I,AS I)IRECCIONES PROVINCIALES. 

(Project to redesign the Procedures in the Processing of Sub-Loansof the Program of Credit which Operates in the Department of
Small Business, from the Provincial Offices). 

by 

Vladimir Salazar 
Ass is tant Di rec tor 

Department of Small Business 
Ministry of Commerce and Industry 

with 

Comments and Recommendations 

by 

Ing. Julio Benede tt 
Former Loan Officer 

COFI NA 



Summa ry
 

(Translation of Text by Vladimir Salazar)
 

General Objectives
 

- Improve the tecnichal-administrative capabilities of the 
Regional/Provincial Offices, in the aspects of operational procedures for 
handling the loan requests. 

- Reduce the processing time of 
a loan request.
 

Specific Objectives
 

1. Standardize documents 
and forms.
 

2. Reduce proces;sing time from 3 months to 1 month. 
This refers to time 
after all t hie loan documents are completed and subm itted to Pequena 
Empresa in Pana,ma. 

3. Replace current 
forms with standardized forms to be ,-ed according to
size of loan, (1) up to B/.5,0( and (2) from- 0/.5,091 - M/.20,000. 

4. Replace the internal 
review board (,lhnta Tint-era d.- -valnaci6n) with two
credit 
analy;ts who willIhe re;ponsible for cv~iluntin, and reviewing the 
loan roqet;t and he project. 

5. ,ach provincial/re,.ional office will have on.: ,'roluct/credit analyst , whowill he respon;ible for eval] ating' t he technic:Al, financial and economic

feasibility of the project. 
 He will be responsible for putting together 
the complete project packa;e. 

6. TNcomplete loan req~jv;ts will he returned to provincial office within 5
 
day s;.
 

7. Loan reque;ts with real and full guarantees will be given priority. 

8. The Credit Committee, will mnet weekly and if 
necessary, will invite the
 
credit anal ,st to present the loan.
 

9. The Credit 8Cowmitte, 
will hp thp, hi'hest authority in deciding on the 
,pprovni 1or r j('ct i on of a Ion .a.
 

10. the provinrc ial/re ,i( na, ,fti,
o 5 will he r,'p:,n ,;i ] e for tle s;ucces s;,credit pvform.o n , r: llmi:t oain l r, (,eV, rv. 'orod; , index must 

be 10 ,%of t ,hata iea I!ly ( th!lin vd h' All' ; ',re " . . .. ..
 

11. Tent it i ev t i arI v : 2 iw , to imp] (.,,nt r ,;t .-., en, m'onthII to test and 
correct. 



Comments by Julio Benedetti 

- General objectives are positive because on principle, they will expedite 
-
proces in time and gives more authority to the provincial/regional 

of fic , . 

- These are some possible bottlenecks in the specific objectives, the main 
one being manpower. The responsibility and work loan of the 
provincial/reional office is being increased and apparently not equally 
or adequately mat-ched with manpower. 

Recommendations 1' Jbulio Bpnedp(tt 

1. 	 The fornns su.6ggeted are necessary, but could be covered by a 4 page
 
formulario de solicit d, like the one used by COF1NA.
 

2. 	 Review thoe entirr' man or 'tronct ure of Ppqirefla lmipresa in order to shift 
the b.ulk of the per;onon.,I frrom the Panama office to tile provincial 
Office. The obtj'cti'e is to pilar all tb technical and operntioial 
personnel il th ,r¢)vinviai I fl icn; anI only the minimnum administrative 
pocrsonno l in t he P inio ic,. 

3. 	 The loan r quest; mt , ;t I,,-pr)c'ssed n tirlv at Iii ,rrovinci.Ii/ r ional 
office and ni"li:itt cd direst ly to IlVi Credit coin-r t toe Ib, t(i e,' i roctor of 
the Regional it' for I inn.0 drimion :,o1 

4. 	 Verv little isi r ion,-I about p s t -crdit follow-,p. Thi.s aga in must be 
(IIC at tprovinv:il office, and is anwher rean;m to .ulircrt itemslon 


of the rec onlienr dat ions. 

5. 	The Panama Office musi;t h'.,'. following fuct ions: 

a. 	 Final deci;ion makinp on a loan requrest. Credit Com~nittee. 

b. 	 Overall admini;ration of progr;rm.
 

c. 	 Overall record k'eolin,, for: 

approvll of lroan req rst 

post-cre-lit follo w-up
 

d. 	Periodr credits of r,'gional/provincial offices.
 

pIrovinitl,5 i'n,/il liv, fol lrring6. 	 The / :: ,:u,,t functions: 

a. 	 Comp ,II t pr),'r - ITn ,IIII t i( r,I I -i r1 rt rrii , . 
pIr, ,tnt.'it t cit ii tIceb. 	 Ioa r, (rid rr, oor final dpCi sion. 

c. 	Co11,,'t iton andii Iot-i rr, ovt ry iro ttro l (ditr cl i e,i r n. ihi ilicy). 
(I. 	 Iontst -cr,(Ii t i ( !1 :) rIp. 

2 

http:rrovinci.Ii


Appendix C 

ANALISIS DE LA IMOROSIDAD 
AL 31 DE DICIEMBRE DE 1982 

1. PROYECTO BANCO MUNDIAL 

PROVI NCI A 
No. DE 

PRESTATARIOS 
PRESTATARIOS 
MOROSOS 

LETRAS 
MOROSAS 

MONTO 
TOTAL MOROSOS % 

Panami 

Col6n 

Bocas del Toro 

Total 

30 

9 

2 

41 

7 

2 

-

9 

25 

15 

40 

16,202.27 

5,300.88 

21,503.15 

2. PROYECTO URBE PEQUEt1OS NEGOCIOS - AL 31 DE ENERO 

PROV I C rA 

Los Santos 

Chiriqti 

llerre ra 

Ve ragutas 

Coc 16 

Totn1 

No. DE 
PRESTATARTOS 

38 

48 

52 

56 

57 

251 

PRESTATAR; 

15 6.25 

1.9 23.7 

11 13.7 

18 22.5 

27 33.7 

80 100.0 

1,ETI'S moNTo 
%OROSOS-%M9R0SAS - % TOTAL MOIOSOS 

34 6.3 3,64.85 

161 29.7 34,014.70 

63 11.6 16,294.52 

98 18. 1 15,842.43 

185 34.2 29,68 8.55 

541 100.0 99,49 3.00 

7. 

3.7 

34.2 

16.3 

15.9 

28.8 

100.0 



ANAL[SIS DE LA MOR:;[DAD 
AL 31 I)E I)ICIEMBRE 1E 1932 

3. PROGRAMA DE FINANCIAMI 1;NTO 'EQUEtA LU[)tUSTRIA 

PROV I tCI A 
No. DE 

PRESTATAR 10 
PRESTATARfOS 

MSOROSOS 
LETRAS 
MO ROSAS 

MONTO 
TOTAL MO ROSOS 

Pan arnr1 

Cho rre ra 

Los,; Santos 

1ie r re ra 

Chi r iqf 

Coc 16 

Ve rn;g ta-i s 

locas del Toro 

Col6n 

Total 

67 

6 

3 

5 

10 

3 

6 

1 

1 

102 

38 

6 

3 

5 

10 

3 

6 

1 

1 

73 

642 

68 

60 

58 

177 

34 

82 

10 

4 

1135 

106,926.01 

6,457.21 

11,892.39 

5,027.99 

25,482.44 

4,606.57 

13,536.93 

2,492.52 

749.24 

177,191.30 

60.3 

3.6 

6.7 

2.8 

14.3 

2.6 

7.6 

1.4 

0.4 

RESUMEN POR P'ROGRAMA 

PROGRAMA 

Bal fico fhlntv il 1 

1IP,rU I'e rjleiao':251 
14'c; ,oc ion 

r',-,1r I_.02 

Tot a 

No. DE 
lit 

41 

394 

.. 

l'lE :;TA-
TARI )1; 

RI ; 

7 

80 

73 

160 

4.3 

50.0 

45.6 

LETRAS 
M1O P)SAS 

40 

54 1 

1135 

1716 

2.3 

31.5 

66.1 

lONTO 
T'rTAL 
NC)110.() O 

21,503. 15 

9 9,4 93. )' 

17 ,1 . 1 0 

2118, 13 1 .50 

) 

7.2 

"*.3 

9./. 

f 



Appenix 1X) 

I)1%'OS OF 11 EA MPRESAS-P ROYECTO UK 

Mobr Fo PrnatarianP/A 


r)t c i I I Pr, i I ,at . ir I:o ~-
 ~-
Ti (Iovr t'arrvpre 1t N,it t ra Id 

Jrr d ic a 

Actiidlr:r:i-c 
-

Fr h'i -In '11c .v li i mpros;a:
 

~-~tflt()
~r k I i. annyi: inr: ctFrch'i (de 1o 

-I ri (iIcrt fi: '; M n v l - ' -J~t - - - .1 -- - C - ; I a 

n-n Ic~~ MII cn-. r;.orp iu %
 

Pcr -i, 1~rr
nil 

F( h Ini 1 1)r-I: rr Iln;n I 

Sl I do pe uer) a:Ft'chaz (1,t inno 
N.let rIl:. otalITnr;e de:oo;I~c 

F-r.;)Ii' I t c1 Con p n'-ti:LripI co Totazl 
R,] 1u iv inc r innvi/ea---p.;i-ci. vter-r 

R'in- nhi ~I(, cc ci ad-l 1ci-iln ;c::jrt tzavlInn! 

tit Il i!~ t.a - --

Irodutm oir enc Local)~icJ dt.C(1lnt I.I: 

i'redjc to ;Iac~~p~ Procvdfni.'c iatf1PrnrltI ,.: 



Loan 
l.orat ion No. 

(ci1I it I Qtu I 

Dav iit 49 

1 

2 

188 

210 

232 

234 

233 

Al In je 219 

Ilqu,! i,201 

<I,'1 Ar"'l226 

( r, o 3636unt 

VoCI' vA 239 

CO(: Li: 

99 

43 

134 

206 

* j37"tjjll,~ c 'ned *;i, 

APP'IrN r X E 

CIIARAC'rI'ITSIC'I , OF SAMPLIE EN'1'EIRPiR ISEFS 

l~oceit ion~i, lcv,-n,; . Ptyl'ri.nl :id ); 1 l' i ni'ililv 

Type of 
Bus iness; 

New or 
Exi .t i it 

Am't I t 
of 

lo.irn 
Dourat i oo 
of 

lPay
inent : 
D.oenI)te 

Payment. 
Deit nquent 

1.o 
Dat 

Furni ture EX 1,917 24 nos . 24 0 19 8 

Hetil Work Ex 7,947 60 26 18 19" 

Auto p:rts Ex 8,311 60 44 0 19; 

Bllock , f . Ex 7,500 24 12 0 191 

Gr;'frry. N 8,128 30 8 1 198 

!;I-ci :lty Storv N 14,947 36 2 0 198 

Motor repai r Ex 8,438 30 0 3 198 

At o wa.i'h Fx 6,908 34 6 lI I9! 

Gr,r v ry Ex 3,450 28 6 1 191 

C.ralin prod N 7,951 36 0 8 1l8 

F1itIi Cu:l. 49,269 32 0 0 1' 

M1Mu, ; I wlork IN 7,660 48 18 15 191 

a:1kvr)5 Ex 7,940 35 2 2 19! 

HMi cil N 7,074 32 25 0 1911 

Iteit wr it 11 3,(131 30 10 20 19fP 

Sliec i Ity ltiore Yx 0,Mto,6 2 15 1 191 

Cr' .r E1x I , '2 8 0 198 

rhlnwin tl ,, pil t i~g~ ;u~l~,Il'r ( iiir, iii thi nin;ol ntirv'vy. 

\tt \ 



Locat ion 
Loin 
No. 

Type of 
Iti iness 

New or 
Exi st iiij 

Amount 
of 

Lolin 
Dlrntion 
of Loan 

Pay
me ; 
)e 

P 
Dl 

yiynent 
i nutnt 

s Lon 
Dat 

274 

205 

108 

68 

87 

83 

112 

41 

92 

Getllral store 

Block mfg. 

Shoenaker 

CmI.frn,. 

Grain processing 

Me-it processing 

General st ore 

Crovrry 

'riil or shop 

Ex 

N 

N 

Ex 

Ex 

N 

EIx 

Ex 

N 

5 327 

6,251 

2,984 

23,870 

13,767 

6,103 

3,538 

3,002 

3,901 

48 

51 

32 

60 

60 

48 

30 

30 

41 

2 

4 

12 

19 

46 

25 

20 

20 

18 

0 

5 

7 

7 

2 

0 

4 

0 

5 

198 

198 

198 

198( 

198 

1983 

198, 

1981 

198 

IIEIIEIIA 

Chit r, 

P,-r it n 

20 

284 

212 

225 

309 

!1 

200 

16? 

radio/TV .lop 

Sleciailty store 

S.l ciallty :itore 

(;Izoc)' 

GCeer;l nt ore 

Metal work 

Nluri.ry 

th) r,,,ry 

Ex 

N 

1x 

x 

N 

N 

N 

Fx 

10, l q 

4,197 

13,894 

1,048 

3,000 

3,837 

8,465 

14,522 

60 

36 

48 

24 

24 

30 

48 

60 

31 

2 

9 

1 

0 

15 

5 

-

0 

0 

0 

5 

0 

15 

1 

5 

198t 

198: 

198: 

198) 

19h 

197, 

198: 

18);8 

1.0!,; S-ANT OS 

l) S;mt o,, 7 

238 

Vnrni I ir, 

Cloth im. 

Cx 

tx 

10,000 

2,||' 

60 

30 

38 2 

1 

197' 

198/ 



Appendix F 
M5arch 25, 1983 

To: Bornal Velarde
 

Prom: Robert Hackenberg"
 

Re: Appropriate Technical Assistance for DGPE
 
Introduction: 
 Problems Which Require Imediate Attention
 

Support services provided by USAID should be related to the objectives of
the 	program, These were
 

1) 	to generate employment and provide, goods and services within the
 
URBE project area
 

2) 	through a lending instrument which would support new small scale
 
enterprises.
 

It 
was clearly intended that the lending mechanism (DGPE) would be self perpetuating, and should continue for at least ten years beyond the project puriod.

The URBE evaluation concluded that these objectives are threatened and


the-program may fail to survive unless the following needs are recognized:
 

1. 	Increaseprofitability of exitin 
small business loans.
 
Among the sixty small businesses visited during our study, a number were
highly efficient) well-managed and profitable. 
The 	average case, however, fell
far 	below its level of potential profit-making. 
This shortfall in reflected in
the 	repayment and collection problems with which all provincial loan officers
 

are 	concerned.
 

Primary problems were (a) failure to employ basic business procedures,
such as 
record# of purchases, sales and operating costs; (b)inadequate design of the production process, with consequent inefficiencies;
market information; (d)poor safety and sanitation practises. 
(c)lack of
 

Silce 
ance 

the health and growth of the entire DGPE progrm rests on the performof existing small businesses, technical assistance to loan recipients is needed
to increase profitability, stimulate business growth, expand employment, and improve
repayment records.
 

Before this can be provided, a detailedSa sample of loan recipients 	
stpdy of business operations amongis urgently needed.
sentatives of all major types 	

The sample should include repreof enterprises.
and 	marginal It should observe both successful,business operators. A proscription for technical assistance should emergo from this study. 

2. 	 PExeAndtherateof trowthof theloan roram. 
Despite optimistic prodictionn that a target of 26 loan 
 par 	month with an
average value of $258,000 will be reached during
performance has fallen far 

t first threv months of 1983,
short of tin. During tho first tWO Mnnthi of, theprosent year, there were only 11 ion:is per month with an average value of $105.000. 



Locat ion 
Loan 
No. 

Type of 
BuS ness 

New or 
Exist i ng 

Amount 

of 
1,of n 

Duration 
of 1rn 

Pay

mont-
Due 

Paments 
Del qu')ts t 

L,:1; TablaS 82 Account ant Ex 7,118 48 21 5 V 

231 Clothing mfrg. Ex 2,143 30 6 0 1V. 
La Colorada 106 Furniture Ex 5,075 42 17 5 19 
pdie; f 264 Grocery Ex 1,607 30 3 0 19 
El Bongo 283 Grocery N 2,148 30 1 1 
El[lido 138 Furn ture Ex 2,249 30 15 2 V. 

249 Meat processing Ex 1,244 14 1 0 V 
300 Genernl store N 10,854 48 0 0 1, 

Santiago 308 Re:t aurnt Ex 38,218 50 0 0 19 

201 Rest aurinnt N 16,410 58 2 0 19 
37 Grocery Ex 5,091 30 30 0 19 

29 Weldiig shop Ex 2,502 30 30 0 Ili 
160 Metal work Ex 1,547 24 8 4 19 

SonA 185 Grocery Ex 3,307 27 7 1 19 

At 1i oyn 

176 

248 

Meat procerv, ing 

Grain ipr,,c(ining 

Ex 

Ex 

1,468 

3,117 

18 

24 

14 

5 

0 

0 

l, 

19 

H rI,' .dv 6Np 

129 

52 

Gc:nvra, 

Wl ri ing 

,it tr, 

shop 

N 

N 

1,039 

2,296 

24 

30 

19 

30 

0 

0 

19, 

IT 
Mont i 'o 124 Fi uhn EX 1,677 24 18 1 19J 
Rinc4r. 164. W,.l int. sho, N 2,443 24 3 11 19} 



it seems possible that activity will ascend at a modest rate during 1983, probably reaching an average of 12 loans per month with a value of $125,000. But it
 appears that DGPE is bumping against the ceiling in its effort to increase loans
 
by existing methods.
 

Unless the scale of operations is increased and the rate of reflows expanded,
DOPE's present liquidity problem will worsen. 
While a "quick fix" in the form of
 a transfer of capital to the revolving fund will provide short term relief, the
,only permanent cure is an increase in the rate of applications which will generate

higher returns.
 

A study should be rapidly launched to measure the market for small business
lending within the target area for URBE operations. What types of businesses have
reached saturation levels within which communities? What types of enterprises are
needed to satusfy existing demands? How do the size, management and sales records
of DOPE-supported businesses compare with others of the same type in the community?

A prescription for the recruitment of new entreprenurs should emerge from this
 
study.
 

3. mprove administrative efficiency in DGPE operations.
 

The single greatest obstacle to the rapid growth of the loan program is the
length of time required to process applications. Many applicants withdraw in discouragement while their papers are at various stages of processing. 
The months
which frequently intervene 
between loan approval and disbursement are a special
burden on the applicant. Deterioration of business operations during the waiting
period while needed credit is unavailable explains at least part of the poor per
formance of many small businesses.
 

A further source of inefficiency within DGPE is its failure to collect and
 process information effectively. The institution is unable to monitor itself.

While many of the points described in those paragraphs are either known or suspected by DOPE personnel, neither loan personnel nor the URBE evaluators were
able to specifically locate sources of these problems. 
The necessary information
to determine the points at which thu application process breaks down, for example,

is either not available or not processed in usable form.
 

An information needs assessment, followed by the establishment of suitable

routines for data collection and transmittal to the central office is urgently
needed. 
These data should be processed in machine-readable form and manipulated

by a computer to answer the needs of efficient monitoring by management. At the
 same time, the study should be expanded to include a description ofoperations and
procedures at both field and central office level. 
The purpose shobld be to decontralizs all possible steps, routines, and decisions to ,othe provincihl level.
The impact of such steps on workloads in regional offices should be assessed.
 

The information needs and administrative operations studios should reinforcoeach other. Both are aimed at establishing higher lovls of internal efficiency inDGPE. Their joint results should also provide idntlficntlo, of points at whichproblems frequently arise and where management intervention is required. A systemof continuous evaluation of those problems (cash reserves, repayment rates, appli
cation levels) musot be intitalled and appropriate nolutions musit be formuilated andestablished as routines.
 



4• 
r 

-' a ." .: 

An Appropriate Technical Assiltance Response
 

To reach the objectives ar11solve the problems of the DOPE, a three-part
series of studies and application, is proposed. 
The series takes the form of
a preliminary, intermediate and loas-range program. 
The preliminary program,
which will be based primarily on existing DGPE personnel, is aimed at making
short terms corrections on the basis of information now available.
mediate program, based on three The intercontract studies and applications to be derived.from them, addresses the revision of DGPE's organization and operations required
for 
 growth and the survival of the enterprises it sponsors.
gram, The long term proto be based on several consultant reports, confronts the question, of a,possible change in structure of DGPE accomplished through becoming a bank, merging with other financial institutions, or revising its repertoire of functions. 

1. The Preliminary Program. 

A. An automated data bank.
 

The primary need within DOPE today is access 
to information and its
more effective use. 
A major gain can be accomplished by placing existing data into usable form and applying insights to current problems.
Construction of an automated data bank using present records at the earliest possible date is essential.
 

Steps required are as 
follows:
1) prepare a records inventory in field and central offices.
2) replace or complete records which are missing or inadequate.
3) classify and code items in standard categories.
4) purchase appropriate hardware and software.

5) automate present data base. 

B. Prepare prelimipary studies. 

To have basis data available for the use of management, contractors and
consultants, a set of studies should be undoratken with the automated
data bank:

1) administrative studies (e.g., steps in approval procedure and
time elapsed, rate and type of applications received by province).
2) loan performance studies (patterns of repayment, size of loan inrelationship to type of business, analysis of morosidad);3) small business studies (e.g., characteristics of owners, costs of
now Jobs produced by type of business).
 

C. Gcenerate basic program statistics.
 

The automated data bank will provide (for the first time) 
a description
of both the DGPE'n internal operations and also its custom.. rs. 
 Preliminary studies should suggest immcdiate improvement
1) loan approval procedures. 

in 

2) decotraliation of selected oporations.
3) collections practises,

4) recruitment of applicants.
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D. Train personnel.
 

It is best to traiu both management
use of an 	 and clerical personnel in
automated data base by beginning with existing 

the 
terms with which they are recordsfamiliar. 	 andTheydeal with 	 may then be 'graduated' toa more complex management information cystem. 

2. The Intermediate Program. 

A. A set of contract studies is needed to
its 	operations and support services 
prepare DGPE to revise
 

(to
loan recipients), 	 both field offices andleading, to :-he nextgrowth. 	 stape of expansionRecommended 	 andstudies are as follows: 
1) Operation of small busineses and their technical assistance 

requi rements.
 
An in-depth study 
of a s;mple of enterprisesdescribe 	 is neededbusine;s 	 topracti SP;;, e ployi:entanO1 sales, costs 	 pat tern;, purchasingand prices, and Iroductio, memthod;.
 

2) arket study of simal I hs;ine:;s; opporttunii,_,!; 
and requirements
within the I;E area. 

Barriers and opportunit.ip; 
for sm:all saleprovince should be 	
(nterprie.;

i ivt',t;,,atetd. 
not recivinA: DUPE supporlt 

A saplv of enterprise; 
by 

s;hould be studied
factors asociated With 	
to ident ify

:;uccus;, 
and falil ro,use of employpc,:; 	 and effective , 
 e tult:; ;lni 1(d be :o lp~are,l with /1 above. 
3) Administrative ope ration:; and inforration ni w.; 

An in-depth description of adminliu;trat iveoperation; 	 or;'.aiz'ation andin toth Lb eliial ofi irre and! eildfor mation need; sl om 	 of fice(s. Intld bo, rt-c(;jnid
ified so that 	

and c(lwi:; ion pointsncv.:;.iry data 	 idenrvac ie;maker 	 the appropi iatoat tLhe: right t 	 decision'lhiis suidy Ul,1(1!; to e w;tablis;hmentof the man gaiet,.nt 
ili-or1,.t ion ;y;st~ i. 
B. Analysis of tln;(, stutiis s;lu Idprovidb a frmn',.:1,-king inter it i.it . :;te.,. to.,at! t ho godls 

for the follow
for DOE::
 

1) desi gn 
 .lmd d,.liv iy of I'if t ivl. i,c bon lid, I:; t;a iid i n 	 'il as;';;i,1l bn, r cir t 	 basedl Kr1, .1) I ou i of Ioan recipients. 

2) in ] e u. it n of i - ni t1 I fopool. of aptl I(* 	
I!. .i in I .it '> .mt ,_ d I 	 g IIe(Li ; o(f tll , r:11 , ill'. 

3) iz';iailit ion of dinmrion itri 	 m wn;:tt imifo>ilt ionr iig aild 	 1 iU fvi t i insii S 'vahtmi 	 or y ilt152t'dm it of prtl 'ral:anop r, 
in . ;1ai1dreq, i i r ,.-a:i I ,;s 

\/
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C. A training component is needed at this point to familiarizepersonnel from top manager.cnt to the clerical level with theuses and bernefi.t; to he derived fron the studies completed.They will al;o require trainin, in thie use of the laa, entinforrmati on ;ys tem an 
a 
tooj for admrni. :r:st
ration aid research. 

D. The outputs from the program of inter:ediate studies, together
with the application; package proposcd for them, should include 
the following: 

1) incrementn; in profitability for small scale enterprises, togeth
er with improviement in reply::ent records.
 

2) expanded growth in the volurme 
 of applications; processed, increasedreflow:; and improv 'ment in the liquidity problem.
 

3) greater efficitncy in manag.;ement with reduction in time elapsed
between appllicit ion and di:;burs';;uraL. 

3. The Long Term Ira;,i 

A. To pro,.'id,! lor- t 'll,'
lon,: terni institutional stability and continuityof DGPE byonl th" extended 1PACD, additional exploratory studies
 are ng (,1 in th, fol, lowJig area:;: 

1) Sca l e Of (p1er ,lt cci:, 

The .;tudy wil1 :-, i appropriate level of growth and scaleof op'irit ion"ir , ;i'.f 
 i19at are the consequence,; of rapid
growthi? YI1,1 i,.i it:; I i i ? 

2) Altii'i;t ivP oir;;,nii 
it ,inc. inc lK.: 


A s tidy f ,r
IIt' c,,tn, iA,i a ]t r.i.: i . for withi nO Wig,by I)Ct'4other" crl it ii it ,ti u . lhi,,t fu.)ctioll; ri i t be' morei' effective it Lio i , e, 1 wh]e i.,? ;Lit are the uniqu url pos:;;
itut ion? I; tliere ju;tifie/r

served by D(;'T ;cccil 11, otI= -in.t 
Lion for a lW, i: ,. ii: t i It ioni to s,rve till need,:; of .;:ca1llsini' '<:,.a h n,,'? 

3) Credit t rlii',I' f i rI ,i.i/l I n,'', ;!n.
 

What i:. ?li' itlll,. of 'redit ;v, l.ilility to 
'n ilI :;'ile clitrepi'e'ii('ii S. ii I'.i.":w/ b i.rdo till.',,it iii S'nal lli,; for('(-1)1 i1c.c I V(i i i * ;!i.ici Ilili 'ii: ' ; till- tti ' 1, d ,.e: , 


Ii. OutL pt WI stuthlosev s;liii!i,; iesM olid include, tll,' following guidell,

r
1) 'f;i t. ; tor cal il li;:ation, levelV Cf op,,ration and gro 'th 
by D(GI'T. 

2) Lo,-y tei'ws plan' for ,ii I 1ti' ,! it,' cvrleVled'dit iltiti -tuLtioil 
.e vit hgl n 'v'd!iof ;i;iI ] , ';i , opl' i rue 

),
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Concluding Observations
 

In preparing these notes 
 as a response torequests 	 the several technical assistancenow in circularion, several observationsThey 	 have repeatedlyshould be considered 	 come to mind.in evaluating all technical assistance requests in thefuture.
 

1. DGPE's attention should be focused on the purpose of the loan. 
An intermediate credit facility was set up under URBEof specific objectives: employment generation 	

to achieve a set 
services 	 and provisionto secondary cities and their market areas. 

of goods and 
Secondaryutilization 	 goals were theof local raw materials and recruitment of new entreprenetirs to thebusiness sector.
 

The establishrnent of a loan office 
an end was 	 a means to that end. Itin it:;elf. From 	 was notthe items contained
conclude that 	

in D'sl $937,000 reque;t, one i..ghtthe purpose of the USAID programlearn bankin,' 	 was to org,ni:e a bank, teachoperation;, 	 andpractif;e effective credit. manai;erttioa agency. It would b&e 	 or operate a colle'difficult to jutify use of USAID fund!; to teach banking
in Panama.
 

At pres;ent, 
 PI feel!, no respon;iility forand doer; not helvic(, it ntfcie:;s;ry to.collect 
the sti ce,;s of loanli recipients, 

or procer;; dataed. MICI officer!;, both iil 	
on ?nploymvnt generat-Panama and in the i)rovincos ,morosidad than about 	 are far 110ore worried i abouttite lhealth, st-rcn;Lh and growth pro,pect,; o.-
 s:all .isietiesefor which they are 	 sthe* ,pulv;o-s 

2. It 
is not US;\II)s ri.:;ponshibility to ;tipport per:;oninu cost,;. 
Many of 
theIpract i,;e'; of the recent: p;t. have (,ta;Lbli:;ledURBE project com::pollcilt;. 	 bad habits within he"1 .I. lle bet-W[kt!ln "coii;utais difficult to 	 in a d n.iI l ent: POI;Oon e I'dist ingo ish. -h,,n :iiULizations coll 	 ,;becol;;, execlitiv(.!;tley art ;uippos,Td to be 	 within tie organass is;tin,

training,, nor learning , 	
,s v,(, re diam.ige res;lt,;. There i!; Ii(ithernor trll!;for of 

ant 	 ,-,-rinUe. Worst of a1 ,]eave; (and t 	 . ;ii i1.1! con:;Iulti.. mie;t, evitii,illy) tlim re i.; d i:sconti n ityizat ion, lie taL 	 wt.' lili the leo:;t o rg;nihi,; eixperience vi Lt i i::i t o th( n.x,:t Job.
 

In thiue ca', of proVi; I)It of t 'rhiici(;Il ;it:;.;it iince
DGPE p pa,lI, enxl e (p c t s t ii 	
t o loain rec ipitnl-t;, for vx.;,!':I )l Iti ;A II) '.,i I(I pt',rnv i . c o ll tlILis 	 iL :;USA Ii)':; rsj , i(i1iI y 	 it f,,r t hi ; p rp ,;e . I tL, prov i dI t ic,, , iarehi,of thi.; !;srv iit. Bi 	
et h td:;to lie u:iit-, in del ivL ry1r vid1 V.( i . I (l, cit (.]t iI u-i Ii ; i; a f'i ,:t ioil of Ifl;1'1, liot 

e'to .pe I() l . t II:,,: ,i ,, :.T iv I ,11i ,r,,i piT ntiI(: 1,,n
o i I I t IIi I I ' i; I 	
iii .ib I, Ii~t. iji I ts l ~ ~firi;,1I,,, . ,I i I,,:ri t t. ,a irJ: ) I, ei 

o 	 ''si; r N ,O. u','I I - I ,v ,' , iiy ,) 
 i i( 4, 1i,: 111 I'o toi 
 gIII, li t iin.I ihr .

ed d11;:1,d , i ii; i l , l .i i ,,,:.,,1,,iii , ::y io d. :Jl'o,! I,i.i li, )rd intothe aiial,;i, ot (.i r,.ov.ay, 

, ,jl
 

http:r,.ov.ay
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Tentative Budset
 

The 	purpose of the exercise in which we are 
engaged is to reprogram the
technical assistance budget within the URBE Project 
to provide for the needs of
its 	major components. The following 
tentntive figures: 
are 	proposed as a first
estimate of the costs 
for 	the pdcka:.,v of tdies and applications proposed above. 

I. 	Preliminary Prog_.ram. 

A. 	Construction of automated data bank 
B. 	 $ 25,000

Purchase of hardw:are 

20,000


C. 	 Training 

15 i0 

45,000
 

2. 	Intermediate Program.
 

A. 	 Studies.
 

1) small business operation 
 25,000

2) 	 market study 

25,000
3) 	adm ini t rative t:udy 25,000
 

B. Applicat ion:;: 	 75,000Ex:-pe rir,,nts; and TIests. 

1) 	 delivprin;; t 'illi( i a] assistance 50,000

2) 	 expan 
in A rl uitwi, t of applicants 25,000

3) 	 inuta II I ;- :'aip;: t yy:stem 
 35,000
 

110,00
 

C. 	 Tra inin,,, 
15.,000 

3. 	 Long Term Studiu:.
 

A. 	 Scale of cpration. 0,000
 

B. 	 Alterativi organiation models 10,000

C. 	 Credit marl:et:s for small busi ness 10,.000 

30,000 
4. 	TOTAL 


$275,000
 

/ 


