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p~ MJ'l'IIORIZATICN AND REr}JEST FOR ALWIMENr OF FUNDS 

Name of Recipient Haitian Develor;:rrent Foundation 

N3me of Project Haitian Develor;:rrent Foundation Project J)J 

Project Number 521-0181 

Pursuant to Secti..)n 531 of the Foreign AssistancE; Act of 1961, sc; amended 
and subjL."Ct to the availability of f\IDds in accordance with the KID/OYB 
allotment process, I hereby authorize a Cooperative Agreement to the Haitian 
Developnent Foundation (Recipient Cooperative) of not to exceed Two Million 
Two Hundred Thousand United States Dollars ($2,200,000) (tile Grant) to help 
in financing certain foreign exchange and local currency costs of goods and 
certain services which will strengthen the Haitian Developnent FO\mdation's 
institution.al and financial capability to xreet the credit and managerial 
needs of the micro-enterprise sector in Port-au-Prince, Haiti under the 
l'-rn SupfOrt II Program. Two Million United States Dollars ($2,000(000) of 
the A.I.D. financing herein authorized for the project. will be 
obligated when the Cooperative Agreement is executed. 

I hereby authorize the initiation of negotiation and execution of the Cooperative 
Agreement by the officer to wh.an such authority has been delegated in 
accordance with A.I.D. regulations and Delegations of Authority subject to 
the following essential terms and covenants and major conditions; together 
with such other terms and conditions as A.I.D. may deem appropriate: 

1.	 Source and Origin of Goods and services 

Goods and services financed by A.I.D. under the Grant shall have 
their sow:ce and origin in A.I.D. Geographic Code 941 countries, or in Haiti, 
except as A. I.D. may otherwise agree in writing. 

2.	 Conditions Precedent to Disbursanent of Flmds for Mninistrative 
Operations 

a. ENidence acceptable to A.I.D. t.hat the HDF has been reorganized 
substantially along the lines of the organization chart presented in the 
project paper, and that the departnental staff to implement the project has 
been identified. 

b. ENidence acceptable to A.I.D. that the HDF has initiated the 
rescheduling of its past due payables and long-tenn debt. 

\ ) 

\\
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3.	 Conditions Precedent to Disbursement of Funds for Technical
 
Assistance
 

a. Evidence of tpe selectiOn of an ·EXecutive Director OL" interim 
project manager satisfactory to A. LD. 

b. Evidence of tPe identification of additional technical assistance 
satisfactory to A. I .0'. to provide the HOF with the cr 1984 support training 
activities described in the project paper technical assistance budget. 

4.	 Conditions Precedent to Disbursanent of Funds for Sub-Project· Lending 

Evidenr:e acceptable to A.LD. that: 

a.	 A market survey has been canp1eted to rrore specifically target 
HOF's l...mding operations and to further analyze the 'good 
client" profile, and the results of that study have been 
used to fonnulate its new roan l:Olicy. 

b.	 A new Collection Iblicy has been implemented by the HOF. 

c.	 A new l:Ortfo1io Management system has been implE!IOOnted by the 
HOF. 

d.	 Effective interest rates have been raised fran 13% to 20% for 
the first year of a loan and 18% for .each year thereafter. 

e.	 HOF has rescheduled its past due payables and long-tenn debt. 

f.	 HOF has selected a system satisfactory to ~ to canp.1terize its q:erations. 

5.	 Conditions Precedent to Disbursemant of rending Funds in EKcess of
 
$750,000
 

a.	 A detailed ~ year operating budget. 

b. Evidence acceptable to A.I.D. that substantial progress is being 
nade to obtain additiona! donor assistance to satisfy future loan program 
and operational requi.re:rents. 

6.	 COVenants 

a. Unless othel:wise agreed to in writing, the HDF covenants that 
interest and loan repayment on new loans will be calculated on a nonnal 
anortization schedule. 

b. Unless otherwise agreed to in writing, the HDF covenants that 
it will restrict its .1ending activities to micro-enterprises in the l:Ort
au-Prince area. 
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c. Unless other:wise agreed. in writing, deficit financing fran 
A.I.D. funds will not exceed.: 

$117,000 in HOF CY 84
 
$236,000 in HOF CY 85
 
$ 62,000 in HOF CY 86
 

d. Unless other:wise agreed to in writing, HOF covenants that it 
,'li11 not apply A.I.D. deficit financing funds to other than HOF operational 
deficits, nor loan funds to finance operational expenses. 

e. Unless otherwise agreed to in writing, HOF will sul:::mit to USAID/ 
Haiti ronthly financial reports to include the following infonnation: 

1) Interest due/intere~.;t received per ronth. 

2). Principal due/principal received per ront.'1. 

3) New loans made Per ronth and to which location in B:>rt-au-Prince. 

4) T.A. fees received on new loans per ronth. 

5) Actual versus budgeted expenses per ronth. 

6) Payables incurred, due, and ~d Per ronth. 

f. HOF will engage the se:rvices of an internationally recognized . 
accounting finn to carry out an annual audit of the Foundation I s operations. 

g. Any financial assistance to the HOF to support a SPecific 
program or activity will be reviewed by USAID prior to the signature of 
any agreeroont with a potential donor institution in order to assure that 
it confonns with the goals and purpose of the A.I.D.-financed project. 

h. Fran time to ti.m= when project issues require it A.I.D. will 
attend the HOF !bard Ireeting in an ex-officio capacity. 

7. USAID rese:rves the right to suspend disbursanent of funds should 
the HOF fail to canp1y with any of the above conditions or covenants. 

Victor Rivera 
Assistant Mninistrator 

Bureau for Iatin llmarica 
and the Caribbean 
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I. l:RQJEC'L' Sur-MARY 

A. 1Ec0Itll'lEndation 

'!he USAID/Haiti Mission recorrmems that a $2.2 million grant be 
author~zed witn toe Ha~tian Devel0flIlent Foundation (HOE') to continue the loan 
operations of toe institution and to provide training to strengthen tne HDF's 
institutional viaoil~ty. The proJect will De implemented over a two year 
period oy the HDF management team and USAID-financed teChnical assistance 
experts. 

B. Surranary Description 

1. Goal, Rlrpose aI}q Beneficiaries 

Tne goal of the project is: to increase per capita income and 
employment in Haiti oy improving tne economic prcxiuctivity of the micro
ousiness sector. 

The purpose of the project is to strengthen the Haitian 
D:!veloflIlent Foundation's institutional and financial capability to neet the 
credit and managerial neeas of the rnicro-enterprise sector in R:>rt-au-Prince, 
Haiti. 

rL'ne direct oenefician.es of the project will include tne owners and 
employees of oetween 300-35U m~croousinesses in tne Bort-au-Prince area. 

2. BacKgrourrl and Project Activlties 

A) BacKgrourx:1 

Haiti is tne Western Hernispnere's poorest country where per 
capita incone is loess tnan $300. 'nle 'l'rade and Development International, 
Inc. (TOI) consUltants, who visitec1 Haiti for two weeks to help prepare 
baCkground information for this proJect paper, concluded, "Haiti's extreme 
poverty and overpopulation compel those of us wno nave resources to think of 
ways in wnicn we can Dest encourage Incone and employment generation. 'nlere 
is certainly a role for cnarity in Haiti, out there is a greater need for 
stimulating and supporting organizations wnicn nelp the working poor to 
irx:rease their own income and chances for employment. '!be Haitian Developnent 
Foundation is the only Haitian institution wnich prOVides this hope of 
opportunity, not charity, for Haitian rnicro-enterprises." 

'nle Haitian Devel0flIlent Fourrlation (hereafter referred to as 
the HDF or the Fourrlation) was created in l~79 to provide both loan capital 
and necessary tecnnical assistan:e to tne rnicro-enterpreneur. To date the 
Foundation, with the help of A.LO, the Interanerican Developnent Bank , Fonds 
de Developpenent Irxiustriel, the am Jlmerican Devel0flIlent Foundation, ana 
others, nas loaned $953,000 to approximately 302 rnicro-enterprises, and the 
HDF continues to face strong aemand from potential loan applicants to increase 
its loan portfolio. 
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nte HOF, in addition to loan capital constraints, faces otner 
proolems, particularly in tne areas of internal management and loan 
collection. 1hese proolems nave led to large operatmg deficits at tne 
Foundation over tile past few years. Unfortunately, tne operatinJ deficits 
nave reacned so nign a level. tnat at tne time of tne writinJ of tnis project 
paper, tne Foundation will fuld itself unaole to meet its expenses and debt 
repayment ooligations in tne imnediate future. (see Finaocial Analysis, 
section V, A for deta~ls) • 

3. Project Act~vit~es 

'lhe proposed project is designed to acrlress each of the aoove 
constra~nts. nte proJect wil.l provide availaole credit. for tne micrc
enterpreneur. It will also provide snort-term and long-term teennical 
assistance to tile HDF to nelp tne Fourxiation improve its management 
capaoilit~es and to move towards self-F"upport over tne longer term, and it 
will provide for deficit financing to help tne HDF finance snort and 
medi~term adm~istrative operations. 

'lhree project corrponents are planned to carry' out these activities: 

(a) Lending F\.1nds 

A total of $1.5 million in lerrling funds is planned. 1he 
average loan is expected to De $4,000 witil terms of 4 years and an effective 
18% annual interest rate. /If>proxirnately 300-350 micro-enterprises will 
receive loans over tne project period. A.I.D loan capital will nave a 
suostantial impact on improvif¥:1 the financial viaoility of tne HOF, wnien in 
turn will help tne Fouooation attract loan capital contrioutions from other 
international donors (see Financial Plan, section IV). 

(0) Tecnnical Assistance 

A total of $285,000 is planned to stref¥:1then HDF operating 
efficiency (irx::luding cOf11?uterization of HDF books, improvement in f~nancial 

and portfolio management, and implementation of a new loan collection policy) , 
to strengtnen persomel SKil.l.s witnin tne HOF (see Technical Assistarx::e 
Budget, section IV, C), and to continue efforts already urxlertaken to define 
!OOre precisely the types of Clients toward WIlien HDF snould be targetiD;J. 

(c) Deficit Financing 

A total of $415,000 is planned to cover HDF operatin3 
deficits. In view of tne large deficits wnien the HDF has encountered over 
the past few years, strict deficit spending limi.ts per year have been set to 
encourage the Foundation to adhere to the financial projections. 



-3-


C. Slmmary Findings 

The Project DeveloI;ment Conmittee has reviewed all aspects of the 
proposed HDF project and finds that it is financially, institutionally, 
economically, and socially sound (See Section V and Annexes for detail). The 
economic analysis shows that although the HDF will not reach financial 
self-sufficiency over the project life, the extended benefits of the project 
will yield an internal rate of return of 20% (See Economic Analysis, Section 
V, C). The Project Corrmittee concluded that before considering the 
possibility of creating new foundations to extend market coverage, the HDF 
should be further evaluated within the context of this project. Effective 
management and monitoring under this project should indicate much more clearly 
if a foundation type approach is feasible for replication in Haiti. The 
Committee also finds that the project is consistent with the objectives set 
forth in the USAID/Haiti a:>SS and AID/W policy guidelines, as well as with the 
HDF Board's objectives. 

D. Project Irnple~ntation 

An implementation plan has been devised which includes Conditions 
Precedent to Disbursement, monthly and quarterly financial monitoring reports, 
and a nWIlber of Conditions and Covenants throughout the project life. A pre
operational phase of approximately four months will provide for specific Board 
and staff training in order to initially upgrade the HDF's capability to 
implement the two year operational phase of the project. It is then planned 
that during the follow-on operational phase lending funds will be disbursed in 
tranches based on verified demapd and contingent on the HDF's ability to 
achieve specific perfo~ce targets throughout the project's implementation 
period. 

E. Key Issues 

Several key issues were raised in the HDF PID guidance cable (See 
Annex A). Each of these issues has been addressed in one or more sections of 
the Project Paper. 

II. PROJECT BACKGROUND AND RATIONALE 

A. Background 

1. General 

With per capita income less than $300 in current dollars, Haiti 
is not only the poorest country in the western Hemis};t1ere, but it is also the 
only country in Latin America included in the United Nations' list of thirty 
"!'e.i.atively least developed countries" (RLOCs). '1hese statistics, howevt!r, 
fail \".0 conmunicate the level of poverty in Haiti. Incone distribution 
remains highly skewed and only the substantial wealth of the small urban elite 
brings the national per capita income figure above the absolute level of 
poverty. 
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2. Small Business Environment 

Tne core of Haiti's urban eco~ is composed of numerous 
micro-enterprises. '!bey tend to De family owned and operated. CMing to tneir 
small-scale operations, tney have not been in a position to provide tne 
requirea casn collateral necessary to oota1n loans for DUsiness expansion from 
privace DanKs. lvbreover, tne Government of Haiti does not run any sort of 
Small Business Administrat10n Program. wni.Le third parties may co-sign loans 
for 100lviaua.Ls wno laCK adequate credit histories and/or collatera.L, tnese 
requirements tend to proh1oit even rn1ddle class 1naividuals from Obtaining 
forma.L loans and gene~ally deny small producers access to credit• 

. Ta1.LOrS, snoemakers, iron-worKers, caoinet maKers, and 
smp-Keepers are examples of tne types of small scale ousinesses most cornnonly 
found in tne IQrt-au-Prince area. In a country of 5.6 million, it is 
estimated tnat o~y 25,000 individuals are employed in bUsinesses with more 
than 100 employees. In a survey conducted 1n 1979, it was estimated tnat 
there were rOUghly 8,500 smaLl enterprises employing approximately 33,600 
worKers. 

While Haiti I s small bUsiness sector continues to grow, DOth in 
number of enterprises and in level of output, it cont1nues to suffer from a 
numoer of constraints. These inclllde: 

• lacK of capital and very limited access to credit 
•	 limited tools and equipment 
• low pur~asing power 
•	 preference for traditional methods of production and a 

reluctance to adopt innovations 
• low level of productiVity 
•	 laCK of rudimentary accounting techniques or the anility to 

maintain even a Cash booK 

The great majority of these small ousinesses is integrated into 
the local community. Very few interact with larger businesses on 'a 
SUb-contract oasis or with tne international export and marketing system. 
£Vlany of tnese small ousinesses, tnerefore, are lOCKed into a situation wnere 
antiquated production metnods, limited local markets, ~ a lack of capital 
and limited access to credit severely restrict any increase in productivity or 
expansion. '!bough their contrioution to industrial production, if viewed 
individually, i.s limited, tnese small enterprises occupy a central position in 
the economy of Haiti. 

B. Historical Sumnary of the HDF 

1. Origin of the HDF 

The origin of the Haitian Developnent Foundation can be traced 
back to 1978 wnen the idea for an organization WhiCh would prOVide small 
enterprises with access to loan funds arose through discussioos between the 
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Pan Americ;..tn Develofl'rent Foundation (PADF), the Haitian business comnunity, 
and civic leaders. Upon the completion of successful negotiations among all 
parties concerned, PADF submitted a proposal to USAID/Haiti for the' 
development of a local ins~itution to provide short and medium-term credit and 
business management skills to small entrepreneurs in the Port-au-Prince area. 
Thus, the Haitian Development Foundation was established with the approval of 
all local particiPants. 

The HDF is the only institution in the formal sector addressing 
the credit needs of the small businessman who does not have access to 
traditional sources of credit. Over the past five years, the demand for HDF 
services has increased steadily. 

Initially funding for the HDF came from USAID in the form of a 
$495,000 Grant (OPG 521-0118, May, 1979 - December, 1981) to the Pan American 
Development Foundation (PADF) to provide technical assistance as well as loan 
and operational funds for the establishrrent of the Foundation. A second 
$495,000 grant covering the period from January, 1982, to April, 1983, was 
made to PADF for the extension of HDFls small business skills development and 
loan programs and to cover HDFls operation costs. Finally, a $475,000 
one-year "bridging" grant was extended to HDF in March 29, 1983, to "enable it 
to become sufficiently self-sustaining operationally to be eligible for a 
major capi tal loan." 

From 1979 to 1983, additional financial support was provided by 
1) the Interamerican Development Bank (IDB), in the form of a $500,000 loan 
for the revolving loan fund and $46,000 for technical assistance~ 2) PADF, 
through two loans totaling $80,500, and 3) the World Bank supported Fonds de 
Developpement Industriel (EDI), in the form of a $200,000 loan plus limited 
loan rediscounting facilities. 

2. HDF Structure and Organization 

'!be Haitian Development Foundation IS present structure has three 
principal cOIIq?Onents: the General Assembly, the Board of Directors, and the 
Staff" 

General Membership: The General Assembly is composed of 230 
members who individually contribute $120.00 in annual dues. This member
ship meets once a year to elect the Board of Directors and to review the 
annual report. 

Board of Directors: The Board of Directors consists of nine 
persons who are elected annually by the General Assembly. '!be Board of 
Directors is responsible for establishing the policies of the Foundation, for 
reviewing and approving the budget, and for appointing the Executive Director. 

Staff: Overall management of the Foundation is the responsibility 
of the Executive Director who reports to the Board of Directors. In addition, 
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until recently there were four departments which reported directly to the 
Executive Director: 
(see Institutional Analysis, Section V for restructured organization plan) 

• Prorootion ~partment 

• Credit Department 
• Finance ~partment 
• Resource ~velofiDent and R.1blic Relations ~partment 

The Promotion Department has been responsiole for the animateurs 
who were the extension agents of the Fourrlation. HOF animateurs identified 
potential beneficiaries and provided tnem with teennical assistance and 
support. 

'!he Credit Department has analyzed loan applications, monitored 
loans, and ensured tneir reimbursement. '!he ~partrnent also analyzed loan 
applications to determine both the eligibility of the proposed beneficiary and 
the viability of the proposed project. 

The Finance ~partment nas oeen responsible for the day to day 
financial management of the Fourrlation, and it maintained all Foundation 
accounts. 

Tne Resource ~velo200nt and Rlblic Relations Department has been 
responsible for the development and implementation of fund-raising strategies 
for the Foundation. WIlen suen activities were approved oy the Board, this 
~partrnent was also responsible for their implementation. '!he Department also 
solicited funds from local sources and assisted the Executive Director in nis 
efforts to develop support from international donor agencies. 

3. HOF Activities 

In the five years of its existence, the HOF has become an 
establisned and recognized organization in Haiti. 'lhe concept that one can 
expand a small business, irx::rease one's irx::ome, and generate additional 
employment has been proven effective. 

wan Operations: '!he principal activities of the Foundation have 
been the disbursement of small loans to eligiDle microousinesses and the 
provision of inanagement support to beneficiaries. To date HOF has provided 
services to the target group identified by the 1979 Michigan State 
University/Pragma Corporation Survey. 'lhat survey identified some 1,400 small 
transformation firms in R>rt-au-Prince wnich were to represent the potential 
market pool for HOF assistance. An estimated 900 dossiers have been reviewed 
by HOF, the majority of which meet the small enterprise criteria established 
in the survey. '!be $953,000 portfolio of 302 loans reflects a sectorial 
distribution with 17% of the loans going to ccmnerc:ial enterprises, 63% to 
transformation businesses, and 20% to service-type bUsinesses. Some 20% of 
the Foundation's total outstaOOing loans have been made to wanen. lbwever, 
only 8% of the loans have been made to groups, wnich is an area of 
concentration. 
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Groups and cooperative organizations have not been active in the private 
sector in Haiti even though the HDF has tried to create such groups, and these 
often consist of only a partnership between two individuals. 

Technical Assistance: An integral part of the HDF concept has 
been the provision of technical assistance to beneficiaries. The HDF is 
committed to serving the micro-business sector of the economy and is cognizant 
of the low level of existing management skills. At its inception, the HDF 
developed a comprehensive system of one-on-one training in small business 
management skills. These included instruction in accounting, record keeping, 
inventory control, procurement, and marketing. Clients who succe..:>ded in 
achieving an adequate level of competence, particularly in the re<Jular 
maintenance of a cash book and general ledger, were invited to subnit an 
application for credit. This system was extremely costly, and technical 
assistance inputs for the Foundation's clients and potential clients were 
drastically reduced this year in order to decrease operational costs and 
improve cost-effectiveness. It was decided that for future operations 
technical assistance will be provided to clients on a limited basis by HDF 
loan qfficers, and more intensive technical assistance will be supplemented on 
a contract basis from outside sources (See Section III, D). 

4. Progress to Date 

Annual evaluations were an integral part of the two Operational 
Grants (OPGs) which were approved for the HDF. The first evaluation covered 
the period through June, 1980, and was a collaborative effort between the 
USAID/Haiti evaluation office, the HOF, the Pan American Development 
Foundation, and Partnership for Productivity. A second evaluation covering 
the period up to June 30, 1981, was conducted by the same parties. The third 
annual evaluation was conducted by an independent consultant and was sul:xnitted 
in July, 1982. The fourth, and most recent evaluation of the HOF, was 
submitted to USAID in November, 1983. 

These evaluations indicate that the Foundation has consistently 
increased the munber of clients assisted, the munber cf loans disbursed, and 
the average loan size. The HDF has also progressed toward the achievement of 
its long-range goal of increased economic impact within the targeted 
cornnun':'ty. It is estimated that over 1,000 jobs have been created as a result 
of the investments made by the Foundation with earnings per worker estimated 
at $600 per year. Nevertheless, the evaluations revealed serious operating 
deficits which began during the first OPG. 

several other st.udies, including the Developnent Group for 
Alternative Policies, Inc. in December, 1981, Funderburke and Associates in 
February, 1982, and the Inter-American Develof(Oent Bank in May, 1982, were 
urXiertaken to determine whether improvements had been made in operational 
efficiency. These studies concluded that the Foundation had made some 
progress in its internal management and loan processing system, but they 
expressed a continuing concern that HDF should demonstrate its ability to meet 
operational expenses, ensure the quality and viability of proposed loans, and 
increase its collection efforts. 
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'nle roost recent USAID evaluation of the HDF concluded that the 
Foundation's administrative and organizational systems required significant 
restructuriD3. 'Ibis evaluation also offered several reconmendations to the 
HDF for acnieviD3 fi.narx:ial and institutional viabilib.l. One of the 
evaluation's recoomendations focused on tPe infusion of a large swn of loan 
capital into the organization. 'Ibe evaluation indicated the following 
constraints would affect the acceptance of suCh a reccmr.endation: (1) A.I.D. 
must be satisfied that a significant improvement in the management of the 
Foundation will taKe place, and (2) it must be clear that me HDF Board and 
staff are corrmitted to addressiD3 and correcting the structural proolems that 
presently beset the institution. 

In fact, the HDF Board assumed a less active role during the last 
OIG. After the initial years of enthusiasm, disil.Lusiorunent set in among its 
Key members regarding the type of input they could provide the Foundation, and 
consequently, attendance at the regularly scneduled }3(Jard meeting beCame 
sparse. In response to this institutional weakness, the EXecutive Director, 
to the detriment of the Foundation, assumed greater Q ..~cision-maKing 

responsibilities. In the recent ev~uation an assessment was made of all 
documents sent to the Board wnicn revea.Led sporadic reporting and an absence 
of detailed information. 'Ibis inadequate flow of information regarding the 
HDF's activities has also undermined USAID's monitoring role. 

In January, 1983, the Financial Manager resigned and was not 
replaced. Consequently, flnance deparbnent operations were seriously 
hampered, with insPection and control of internal proced~es, financial 
analysis, caSh management, and financial planning being neglected. For 
example, long-term financial pJ~iD3 has been Virtually non-existent. 
However, at its present stage of development and with the anticipated si9Oi03 
of a large, two year agreement with A.I.D., the preparation of sucn financial 
projections becomes essential. 

Internal loan processing was found to be very inefficient in the 
1980 and 1981 evaluations, out suostantial improvement was reported in the 
1982 evaluation. Nevertheless, with the EXecutive Director's expanded 
delegation of authority for loan approvals, the credit department lost much of 
its autonomy for loan processiD3. Ebrtfolio management, as en essential 
management function, has never received sufficient attention. Proper 
guidelines to monitor the quality of the loan portfolio were not established, 
and this is refl~~ted in low loan repayment rates. 

until recently, loan collection was perceived as only a problem 
area rather than a major managerial weaKness in the Foundation's operations. 
Although a collection agent was appointed in June, 1983, no procedures for the 
collection of overdue loan existed, and of the several approacnes tried none 
have been successful. 
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c.	 HDF's Present Situation 

Since the November, 1983, evaluation, the financial situation of the 
Foundation has worsened as a result of the poor financial and administrative 
management practices used in the PaSt. Poor client selection and a weak to 
non-existent collection policy have resulted in an unacceptable on-time 
collection rate of 50% for outstanding loans. Appropriate measures to take 
corrective action (legal, seizure of assets, or other) have been virtually 
absent. Moreover, the IIDF management made numerous unsound business decisions 
over the past year which have led to both financial instability as well as a 
very evident decline in employee morale. IIDH's inability to correct its 
financial problems has been further aggravated by a lack of effective 
portfolio management with no determination of total interest and princiPal due 
and interest and principal actually received each month. '!he Foundation has 
also incurred several large debts external to operations. Other practices, 
such as excessive expense accounts, salary advances, and the failure to hire a 
replacement for the departed finance manager, have also contributed to a 
further decline in IIDF's credibility and viability. 

In February, 1984, a new Board of Directors was elected•. Fortunately 
for the HOF, this Board has taken an active role in investigating the 
Foundation's problems, and its members seem to be generating the fundamental 
consensus and commitment needed to undertake strategic planning and to develop 
objectives needed to redirect the organization. The new Board includes the 
Development Finance Corporation's Chief Credit Officer, the Administrative 
Officer of a major American company, and the Director General of a plastics 
company. '!hese members are young and genuinely consciocs of the important 
role the HDF should play in the overall development of the private sector. 
'!hey also have the administrative and financial b~ckground that enables them 
to understand the precarious situation the HDF faces and the major corrective 
action that will be necessary. '!he Executive Director resigned as of June 30, 
1984. Recruiting a new Executive Director and other senior staff is expected 
to take some time. During the interim period the Board has agreed to contract 
a long-term senior technical assistance advisor as part of the technical 
assistance component to assist the Board and staff to implement the financial 
and administrative reforms required for project financing. Once the 
management staff is recruited, the senior advisor will continue to provide 
direct assistance to the Board, Executive Director, and staff in the 
organization and management of the Foundation. 

D.	 Relationship of the HOF Project to A.I.D. Policy and USAro/Haiti 
Strategy 

In light of the problems facing HOF, it is critical to recognize the 
fact that the Foundation occupies a vital position in overall policy 
formulation for private sector development. HDF has been very successful in 
reaching its target market as evidenced by the total disbursement of all 
av::lilable lending funds, and it must now begin to operate on a professional 
basis in fUlfilling its future responsibilities. The mandate of the HDF is 
unique. It does not duplicate any financial or related services offered by 
the ccmnercial sector as there are no other institutions in Haiti which serve 
the needs of the small business sector. 
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Assisting in the formation and expansion of small businesses is a key 
element in both the Agency's and U&Z\ID/Haiti's private enterprise developnent 
strategy. This approach of providing financing in conjunction with limited 
technical assistance for micro-enterprises is also in concert with the program 
priorities of the IX Fegional Strategy. Finally, the proposed project will 
also respond to A. LD. policy pertaining to the financial self-sufficiency of 
credit institutions. By utilizing improved management procedures and with 
careful monitoring by A.I.D., the HDF's financial condition should improve 
significantly. 

III • PROJECT DESCRIPTION 

A. Goal and Purpose 

The goal of this project is to increase per capita income and 
employment in Haiti by improving the economic productivity of the microbusiness 
sector. To achieve this goal, the project's purpose is to strengthen the 
Haitian Development Foundation's inst.itutional viability and thereby assure 
the continuation of credit and management assistance to the small business 
conmunity. COntributing to the attairunent of the project's purpose will be 
(1) the provision of additional loan capital for on-lending to targeted 
beneficiaries, (2) the provision of technical services to strengthen the 
Foundation's operational and managerial systems, including the improvement of 
loan collection procedures, the adoption of sound financial analysis criteria 
for approving loans, the establishment of a better budget forecasting system, 
and the upgrading of procedures and personnel concerned with portfolio 
management, and (3) deficit financing to assist the Foundation to meet its 
administrative expenses. 

B. Program Strategy 

The implementation of the project will proceed in two phases. A pre
operational phase of approximately four months will provide for specific Board 
and staff training as outlined in the CY '84 technical assistance budget 
(Section IV, C). 'Ibis training will initially upgrade the HDF's capability to 
implement the follow-on two year operational phase of the project. It is then 
planned that during the operational phase loan capital will be disbursed in 
tranches based on estimated demand and contingent upon the HDF's ability to 
achieve specific performance targets throughout the project's implementation 
period. While total self-sufficiency based on interest earned and fees may 
not be feasible in the near future due to the marginal enterprises which are 
beneficiaries of HDF loans, there are a nUffib=r of specific objectives in this 
project designed to increase the operational self-support of the HDF. 

The first of these objectives is for the Foundation to operate 
within the guidelines of reasonable financial projections and budgeting. 
However, before the Foundation could expect to meet that objective, the Board 
and management had to identify the most critical issues facing the institution 
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and develop a program strategy and a plan for implementing that strategy. 
Through the recent evaluation, the PID, interaction with the TOI team, an~. 

numerous meetings with donor representatives, the HDF is now well aware of the 
critical issues it must resolve. With the recorrmendation of TOI and USAID, a 
preliminary program strategy has been agreed to by the Foundation. Each of 
the five components of that strategy is listed below with the corresponding 
action plan for immediate implementation. The Foundation will: 

1. Establish a successful base in market segments requiring a 
minimum utilization of resources for training, administration, and bad debts. 

Action Plan: The HDF will concentrate its lending activities in the Port-au
Prince area until clear program succeml has been attained, and management will 
determine a low-risk client profile f:':'om the initial impact study already 
undertaken and further market studies to r€ conducted during the life of the 
project. The technical assistance package for the HDF will be designed with 
the fundamental objective of assuring loan repayment, i.e., financial 
planning, reporting, loan collection, and developing a group lending procedure 
and market testing that procedure. 

2. Structure the relationship of operating costs to income so as to 
attain verifiable progress towards self-suppo~t. 

Action Plan: The HDF will commence renewed operations utilizing "base case" 
financial projections (see Financial Analysis, Section V), and sensitivity 
analyses will be constructed to quantify the deficit impact of dePartures from 
the institution's "low-risk/lean operations" strategy. Major uncertainty 
elements in the projections will be determined for SPecial monitoring. The 
Foundation will be reorganized with a staffing pattern that reflects a cost 
structure consistent with strategic necessities and not simply projections of 
present levels of employment. An auto-escalating collection procedure, 
including the use of legal remedies for probable default cases, will be 
implemented to apply increasing pressure upon deliquent clients for loan 
repayments. 

3. To the greatest extent possible use the technical assistance 
services of existing Haitian instit~tions and businesses instead of creating 
its own. 

Action Plan: Internally, the HDF will provide limited technical assistance 
during the loan evaluation process; however, external training resourceS will 
be utilized to make in-depth technical assistance available to its clients. 
Also, during the life of the project a group of outside experts, including 
retired professionals, successful clients, private voluntary organizations, 
etc., will be identified to participate in developing a program of technical 
assistance SPeCifically related to each major client industry group and based 
on the experts' background and experience. '!be Foundation will develop a 
close relationship with small enterprise development finance institutions to 
encourage the financing of successful HDF clients who qualify for scale-up 
project funding. 
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4. Encourage donors to fund a single, uncomplicated credit 

assistance program. 

Action Plan: The Foundation will utilize the assistance of A.I.D. and other 
qualified sources to determine the objectives of international donors, 
particularly those already established in Haiti, and a strategic plan will be 
developed to attract donor interest in the lIDF program. The lIDF will identify 
specific roles, which do not divert from present priorities, for donor 
participation. Except for the membership drive and the annual ball, all other 
fundraising activities will be phased out. 

5. Set rreasurable targets for the achievement of its objectives and 
strategies in both the short (1-3 months) and long (1-5 years) terms. 

Action Plan: The HDF will quantify indicators of success for all major 
strategy elements by time period and will measure such indicators against 
actual performance through a reliable reporting system. A data processing 
system will be installed to computerize the Foundation's accounts and to 
assist in measuring baseline data for progress reports. Formats will be 
developed to correlate reporting with correction recommendations and 
subsequent reporting on the implementation of recol'l1rendations. 

As is described in the remaining sections of this project paper, a 
number of activities have already taken'place to implement this program 
strategy, and USAID/Haiti feels that acceptable progress is being made on 
those remaining elements that need to be implemented during the life of the 
project. 

One short-term strategy, that is still being discussed with the HOF, 
is the encouragement of payback by making small, short-term loans to new 
clients which, if repaid, will be renewed in larger amounts. This would also 
increase the opportunity for poorer people to participate in the program. The 
default rate adversely affects the ongoing costs of the program, the potential 
to attract additional funds, and the overall quality of the program. There is 
no consistant definition of the point at which a loan ceases to be overdue 
(delinquent) and when it is declared to be uncollectible (in default) • . 
Improving the repayment rate could possibly be achieved by spotting defaulters 
early through very small loans on short terms, by bringing social pressure to 
bear through such rreans as groups, but mainly by administering collections in 
a business-like way. A good example of the succ~ss of the group lending 
arrangement in Haiti is that of the Societes Agricoles de Credit, where groups 
of farmers receive small loans for production inputs. Pepayments under this 
program have improved due to the peer pressure exerted by group members. 

c. Beneficiaries 

The current size of the small enterprise market in Port-au-Prince 
has undoubtedly increased because of both population growth and the multiplier 
effect that results from the creation of new businesses. HOF's market has 
shifted from early reliance on established small businesses to a blend with 
higher-risk new ventures. Many of the recent projects suanitted relate to 
assisting new businesses rather than helping established ones grow as such new 
ventures n~' represent about one quarter of all new applicants. (See 
Financial A1.alysis, Section V, and the HDF wan Recipient SUrvey, Annex I for 
further discussions of beneficiaries) • 
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Potential beneficiaries are increasingly coming directly to the HOF, 
and these individuals are generally more sophisticated. Although all screened 
potential beneficiaries fit the criteria of the Foundation as micro
enterprises, there appears to be a higher level of competence in basic 
management skills and a corresponding need for a higher level of funding among 
those individuals currently applying for loans. This suggests that while the 
HDF should continue to support the marginal client, attention should also be 
directed towards the more sophisticated small enterprises where the credit 
demand is higher and where there is also greater managerial competence and 
expertise. 

The breakdown of the portfolio by business activity shows an undue 
preponderance of several types of enterprises, notably shoemaking, tailoring, 
and woodworking. In response to this trend, the HDF will make an effort to 
discourage the disbursing of a high proportion of its loans to such 
businesses. However, based on the survey it undertook in June and July, 1983, 
on the distribution of business types by zones (in Port-au-Prince), it was 
apparent that some zones were deficient in the above types of businesses while 
there was a heavy concentration in others. '!bus, future loan approvals will 
allow additional loans to be extended to such businesses when they are located 
in "deficient" areas. 

During the course of this project the HDF plans to maintain and 
expand its present market segment, concentrating on strong micro-enterprises 
in the Port-au-Prince area. Geographic expansion and new market plans will be 
suspended until the Foundation operates successfully in Port-au-Prince. Group 
lending will continue to be an area of concentration as groups and other 
cooperative organizations are widely recognized as important development 
tools. There are several advantages that nricro-enterprises stand to gain from 
such organizations: a pooling of skills and resources, a decrease in 
operational expenses, and a change in social attitude from individualism to 
group work. '!bis is a sound strategy that will enable the institution to 
reduce its operational costs per loan and give it a basis upon which to . 
stimulate other cormnunity-based initiatives. The llUlltiplier effect of group 
loans is also J1V .~ effective. Extension of credit to groups will allow HOF to 
reach IOOre clients through collective rather than individual credit. Groups 
can make a significant contribution to: 

1) a IOOre equitable distribution of new activities,
 
2) the financing of new activities,
 
3) a higher rate of repayment, and
 
4) the IOObilization of. savings.
 

D.	 Technical Assistance 

1.	 Technical AssistarK:e to the HDF 

A crucial factor in the successful developoont and iIrplerrentation 
of this project will be the effectiveness with which the HDF is able to 
develop its staff to improve its financial and administrative capabilities. 
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In order to assist the HDF in this oojective, the project will be closely 
monitored oy a USAID Project Officer. '!he Project Officer will provide 
management am planning support to tne HDF, monitor tne Foundation's 
activities tnrougn monthly reports, and conduct the evaluation which will be 
required for additional advaoces of lending funds. '!he Project Officer's 
services will be supplanented by a senior long-term technical advisor (10 lM) 
and snort-term consultants (18.5 1M) contracted directly oy USAID/Haiti who 
will provide teennical expertise and training in specific operational areas. 

The HDF will undergo a tnorougn reorganization and the entire 
sPectrum of procedures and policies relating to operations will be 
suostantially altered. The senior advisor will prOVide advice and, if 
necessary, tne managerial input required to implement tne reorganization and 
associated operational programs to oe develoPed under tne project. 

'!he HDF's staff will oenefit from training; this includes the 
loan officers wno will be required to provide tne basic training to clients 
called for under the project design. '!be long-term technical advisor will 
train the Board and senior staff. The short-term consultants will be relied 
upon for SPecialized training needs. 'lbese training activities will be 
directed to tne HDF staff through on-the-job training provided by the 
snort-term advisors. In addition, there will be snort-term course work in 
management training, client selection and collection procedures, portfolio 
management, reporting systems, and group formation and lending. 

The HDF is a member of SOLIDARIOS, and as sucn it is eligible 
for the teennical assistance programs tnat that organization offers its 
members. SOLIDARIOS nas indicated that tnere are three principal fields of 
technical assistance available: 

• Management and Accounting 
• Evaluation and self-Evaluation 
• Organizational Planning, 

and two sUb-categories: 

• Progranv'Project Design 
• Organizational Analysis 

It appears tnat the accounting program particularly applies to 
the HDF. SOLIDARIOS is prepared to send an iOOividual to hold seminars, to 
assist in the design of a chart of accounts, and to set up a financial 
management system. The technical expert could then make a follow-up visit 
after two or three months and possibly return for the fiscal year closing. 
Since SOLIDARIOS nas a well-developed manual on the accounting system, this 
type of training may be feasible, but only in training an organization to set 
up cooks on the SOLIDARIOS model. '!his assistance may well fit the need of 
the Foundation to improve its reporting systems, and the possibility will be 
further explored as contracting for technical assistance takes place. 
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2. Tecnnical' Assistance to IIDF Clients 

A major issue facing the Foundation is now to drastically reduce 
its technical assistance to applicants and clients and yet increase the 
collection rate. '!be ImF has heretofore supplied technical assistance to its 
clients through a system of extension agents. At its outset, the IIDF 
recruited extension agents whose skills arrl socio-economic levels were 
corrmensurate with the clients they were assisting. Farly training of agents 
placed eII'lftlasis on bOOKkeP.ping since the absence of accurate records was seen 
as a basic Obstacle to small business development. ~'Jhile this concept 
appeared manageaole at first, over time it proved to be inappropriate for 
Haiti • Businesses assisted were often not viaole, and the extension agents 
were not as technically qualified as the job required. 'Ihere was a need to 
upgrade not only the level of the agents, bUt also the calioer of the 
clients. 'Ihe IIDF's decision to increase its portfolio of higher-level 
businesses then created new tecnnical assistance needs from the agents. 
Increasingly, specific technical questions relating to production, equipnent 
purcnases, and market aosorptive capacity were being asked by clients, and the 
extension agents were not prepared to answer such inquiries. 

A controversy recently ensued over the cost-effectiveness of the 
extension agent program. With the ntanagement level of potential clients 
increasing, it oecame questiOnable if the one-on-one type program which was in 
place was actUally essential for the client's success and Whether overhead 
costs for the program could be significantly reduced or eliminated in order to 
improve viability. 'Ihe extension agent program has absorbed 20-30% of the 
operational expense oudget during the IIDF's last three fiscal years; however, 
the average del~ency rate of loan repayments during those same three years 
has shown little improvement (average of 53.3%). rnlus, in view of the 
precarious financial corxiition facing the Foundation, the system of one-on-one 
technical assistance was abandoned' in February, 1984, and the IIDF terminated 
the enployment of the twelve extension agents. 

'Ihe technical assistance delivery system will be fWldamentally 
altered under this project in order to more easily respond to the changing 
needs of the clients and to decrease operational costs. A 1982 WOrld 
Bank-financed survey of some fifty micro-enterprise assistance programs 
concludes that lithe programs with the top index values were all practically 
limited to loans, am all use strategies to limit expensive interaction with 
beneficiaries. II Both the Board and A.I.D. agree that the Foundation should 
concentrate on simplicity of operations to irrq:>rove cost-effectiveness. At the 
same time it is agreed that technical assistance mst be made available to 
selected clients for business skills developnent. '!bus, we feel that the ImF 
should be in a position to facilitate in-depth tecnnical assistance when 
necessary rather than actually providing it. 

'lWo resource oases are envisioned for HOF clients under the 
revanp!d technical assistarx:e delivery system. Internally, the Foundation's 
upgraded loan officer staff will interact with clients in the application 
approval a.rxi project monitoring process (see Institutional Analysis, section V 
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for organization plan). The first step in the application process will 
establish the general eligibility of the potential beneficiary along with 
basic data on the tyI.Je of business, address, and size of business. This 
questionnaire will be evaluated, and during an extensive follow-up interview 
the applicant will be introduced to ths aims and objectives of the HDF and the 
criteria which apply. The actual loan application process will put increasing 
burden on the potential beneficiary to exhibit his level of exper ience and 
sophistication, and the loan officer will visit the applicant's place of 
business. The purpose of this visit will be to review the state of t.he 
business in the light of the application, and then with the loan application 
to make a determination of the kind of technical assistance to be provided. 
It is anticipated that for the relatively sophisticated clients who meet 
certain "g00d client" criteria (See Financial Analysis, section V and the HDF 
IAJan Recipient Survey, Annex I) technical assistance will be provided by the 
loan officers in areas directly related to loan repayment, such as financial 
management. However, in the case of the marginal clients, who generally have 
no credit record, security, guarantee, or collateral, technical assistance 
beyond that which the loan officers can economically offer will be necessary. 
These clients will be referred to an external source of technical assistance, 
and the cost. of such required training will be added to the client's loan 
arrount. 

USAID/Haiti is presently in the process of designing a Private 
Enterprise Management and Prodl1Ctiv~ty Center project, which should initiate 
operations in early CY 1985. The Center will concentrate on providing support 
services for private sector development, including management training and 
project packaging. A SPeCific component of the Center will be to provide 
business skills training for the micro-enterprise sector. The technical 
assistance needs of this sector are not presently addressed by any training 
institution in Haiti. In the case of HDF clients, economies of scale suggest 
that ernt*lasis will be placed on group workshops and that one criterion for the 
approval of a loan would be that the potential client will attend and benefit 
from the Center's micro-enterprise training program. 

Although the project is still in the design stage, it is 
envisioned that a series of modules will be prepared which will be responsive 
to the Haitian environment. Suggested topics will be bookkeeping, si.nq:>le 
accounting, production planning, marketing, costing, and inventory control. 
There are, for example, several methods of inventory control with increasing 
complexity and sofhistication. While roost of the potential beneficiaries have 
been accustomed to only estimating inventory, even that rudimentary system 
could be improved for more efficiency and better cost control. 

Therefore, the Fbundation's short-term strategy until the 
Management and Productivity Center comes on stream will be to carefully 
identify and select only clients who will need internally provided technical 
assistance to assure loan repayment. This is a short-term solution to provide 
time for staff training while enabling the institution to restart loan 
operations on a limited basis after conditions precedent to disbursement are 
satisfied. 
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IV. FINAl'CIAL PIAN 

A. Uses of AID Grant Funds 

A.LD. will provide $2.2 million in grant funds through a Cooperative 
Agreement over a two year period to finance leming funds ($1,500,000), 
teebnical assistance ($285,000), aOO administrative expenses ($415,000) that 
are required to maintain HDF operations whiCh will not be covered oy projected 
revenues and other resources (See Assessment of Methods of Implementation and 
Financing, Annex L). HDF will contrioute its existing $828,000 net portfolio 
to the total project financial polan. This relent financing source snould 
result in approximately 200 new loans. $2.0 million of project funding wilol 
be ooligated under FY 84 Non-Goverrunental Organization (NOO) Support II 
(521-0181). The Mission intends to fund tne outstanding $200,000 oalance 
under N<D Support III in FY 85 (521-0182) or NCD Support IV in FY 86 
(521-0185). It snould be empnasized that funas expended for administrative 
operations wi.Ll De closely monitored in order to adhere to financial 
projections (~e ProJect Management, section VI, A). 

B. AID-Financed Buaget 

cy 184 cy 185 cy 186 Totals 

Lending capital 
Tecnnica.L Assistance 
Administrative Operations 

85,000 
117,000 
202,000 

750,000 
150,000 
236,000 

1,136,000 

750,000 
50,000 
62,000 

862,000 

1,500,000 
285,000 
415,000 

2,200,000 

c. TeChnical Assistance Budget 

1. Staff SUpPOrt/Equipment - Total 85,000 150,000 50,000 285,000 

senior Advisor 

re: Managenent and Operations 
Board Manoer Training 
senior Management Training 

SUD-Totals 

15,000 
5,000 

10,000 
30,000 

35,000 
10,000 
25,000 
70,000 

50,000 
15,000 
35,000 

100,000 

Short-Term Specialists 

re: Loan Officer Training 
Reporting Systems 
Client selection aOO 
Collection Procedures 

l:brtfolio Management 
Group Formation and Leming 
International Furxiraisi.I¥3 
Market SUrveys 
Evaluations 

SUb-Totals 

10,000 
5,000 

10,000 

10,000 

10,000 

45,000 

10,000 
5,000 

15,000 

10,000 
5,000 
5,000 

10,000 
} 5,000 
'/5,000 

10,000 

5,000 

5,000 
5,000 
5,000 

15,000 
45,000 

30,000 
10,000 
30,000 

25,000 
10,000 
10,000 
20,000 
30,000 

165,000 

2. CoJ!p.tter EffiliEJ!!eI1t - SUb-Total 10 .. 000 5,000 5,000 20,000 
irx::luding training aOO maintenarx::e 
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v. PROJEX.."T ANALYSES 

A. Financial Analysis 

1. Market 

The basic objective of the lIDF remains to support the poor micro
enterprises in Haiti who are unable to get credit from other customary banking 
sources. Supplementary to this activity will be the facilitation of technical 
assistance to proSPeCtive and actual beneficiaries in basic management skills 
sufficient to enable them to handle small credits. The principal eligibility 
criteria are: 

a.	 Beneficiaries must personally administer their own project or 
enterprise. 

b.	 The business should provide a major part of the income or 
contribute to a significant increase in the income of each 
particiPant. 

c.	 Beneficiaries must be willing to receive and demonstrate 
competence in basic management skills. 

d.	 Net assets of individual enterprises should not exceed $15,000. 

e.	 In the case of group loans, a ceiling is placed on total assets 
at $50,000 net. 

The purpose of these regUlations is to ensure that the 
beneficiaries are cuoong the disadvantaged at the base of the Haitian economy. 

'!be average loan value over the life of the HDF is about $3,500, 
with a current limit of $10,000 for individual loans and $35,000 for group 
loans. Experience has shown that the costs of developing a loan are fairly 
constant, without regard to the value of the loan itself. As a consequence of 
this factor and others and with the aim of achieving some measure of 
self-support, there has been a tendency to increase the average size of loan 
issued by the HDF.. The guideline for the average size of loan for this 
project is $4,000 for individuals and sole proprietorships, with the limit 
remaining at $10,000 for those loans, and $35,000 for group loans. 

As stated earlier, the Pragma study indicated that in 1979 there 
were at least 1400 micro-enterprises in Port-au-Prince alone; however, the TO! 
consultants feel that nlillber is Probably grossly underestimated (See Annex 
K). Even if the Pragrna estimate is used, it stands to reason that over the 
past five years the total has increased substantially, and with the addition 
of only 300-350 clients under the project, there will be no problem in 
absorbing such funds. '!bus, it is felt that tbe HDF does not face a market 
segment targeting problem but rather one of good client selection to help 
assure maximum repayment rates. DJring the Preparation of this Project paper, 
an impact 
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survey among seventy of tne Fbundation's clients was conducted with one result 
being a "good client" profile. 'Ibis analysis revealed definite sociological 
and eeonanic cnaracteristics tnat wJ.ll oeccme important areas of eValuation 
during tne loan application process. 'Ibe survey suggested tnat loan payback 
rates are positively associated with a limited number of variaoles: total 
family income, correct oookkeeping, profits before the loan, loan size 
relative to profits and net wortn, savings accounts, assets and net worth 
oefore the loan, and loan duration. Basically, the size of the loan is not 
significant itself; it is the relationsnip oetween loan size and net worth and 
earnings potential that seems to influence tirrely repayment of loans. Tnis 
indicates tnat if the HDF is to cecome financially soum, it will have to move 
toward more serious analysis of its potential customers and reduce its support 
for smaller financially unsound ousiness ventures. More detailed studies will 
be conducted under the project to analyze different segments of the HDF market 
in order to oetter determine types of potentially good clients tnat should be 
targeted for loan consideration. 'Ibe results of the impact survey are further 
discussed in the HDF !.Dan Recipient Survey, Annex I. 

2. Present Financial Status 

HDF's financial condition has been Characterizect by rapid'growth 
over the past three years; however, its overall 'viaoility has deteriorated 
durng the same period. 

HDF'S o:::MPARn.TIVE STATEMEN'IS OF REVENUES AND EXl:ENSES 

(Estimated) 
(U.S. DOLIARS) FY 1982 FY .l.983 FY 1984 

I~ 42,471 85,455 87,000 
EXl:ENSES 282,470 378,066- 387,000 
DEFICIT (239,999) (292,611) (300,000) 

Irx::ane: Interest incane increased dramatically in FY 1983, more than 
doUbling from the previous year. During FY 1984, interest income as well as 
fees will remain approximately tne same as 1983 due primarily to the poor loan 
repayment perfor.mance. 

Fixed EKpenses: Fixed expenses (payroll and operating) increased a sharp 
34% from $282,470 in FY 1982 to $378,066 in FY 1983. ~st of this growth came 
from salaries and other personnel expenses which increased by 39% to 
$220,708. In 1984 fixed expenses will remain apprOXimately the same as 1983; 
however, it should be noted that the employment of twelve extension agents was 
terminated in Feoruary, which resulted in a savings of abOut $5,000 per 
month. Additionally, a shortfall in deficit financing of approximately 
$117,000 is forecasted for the remainder of CY '84 since all A.I.D. funds 
previously authorized for tnis purpose have been expended. 

!.Dan ~paynent l:erfocnance: In Novemoer, 1983, the team eValuating HDF 
calculated the repayment rat~s on loans already extended by the Foundation. 
!.Dng-standing assumptions concerning HDF's successful collection performance 
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were dispelled wen the analysis revealed an average on-time repayment rate of 
only 53.2% on all loans extended since the inception of HDF's lending program 
and a rate as low as 45.6% and 47.7%, respectively, for loans exteooed during 
FY 1982 and 1983. The delinquency rate for 1984 has not appreciably improved, 
and a bad debt rate of 10-12% remains unacceptaoly high. The 1983 annual 
report states that the HDF experienced a 15% delinquency rate and as. 4% bad 
debt rate, wnich C~'·l only be interpreted as a miscalculation on the part of 
the Fol.lrrlation. 

EXternal Deot OOligations: '!he financial soundness of the institution has 
been consistently aoused over the past few years through poor management 
decision-maKing. 'As can best·be determined, oelow is a list of the HDF's June 
30, 1984, payaoles ana caSh to meet those oDligations. 

June 30, 1~84 caSh Forecast 

PAYABLES DUE OUT CASH DUE IN 

Principal Interest other 

Interamerican Devel0tment 5,000 1,500 Interest 10,000 
BanK (IDB) . 

Fonds de ceveloppement 20,000 5,000 Principal 12,000 
Industriel (FDI) 

Mangones House (raffle) 29,000 9,000 AID Funding 16,000 
Vaval House (raffle) 25,000 8,000 Member Dues 2,000 
PADF 8,000 
Individuals 4,000 
Accts. Payaole 9,000 
ONA (Soc. security) 8,000 
BONI (13th month) 6,000 
Sub-'.lOtal 78,000 35,000 24,500 
salaries 31,000 
Operating EXpenses 16,000 
SUb-'.lOtal 47,000 40,000 

78,000 71,500 40,000 
Total 184,500 40,000 

'!be difference between cash and payaoles is a negative $144,500 
($184,500 - $40,000, Which includes principal paynents not nocnally considered 
income). Of the above payaoles, approximately $124,500 would IOOst likely not 
be eligiole for A.I.D. deficit financing since they are for the roost part 
external to the operating DUdget of the Foundation. '!bey include: 

1) IDB, interest and other $ 6,500 
2) FOI, interest and principal 25,000 
3) Mangones House, interest and principal 38,000 
4) Vaval liJuse, interest and principal 33,000 
5) PADF, interest 8,000 
6) Individuals, principal 4,000 
7) Accounts Riyaole 9,000 
'!OrAL $124,500 
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The HDF Board has initiated a process to renegotiate these debts. 
The most serious of the obligations is to the World Bank-financed Industrial 
Developnent Fund (FDI). The $25,000 interest and principal payments have been 
postponed until Q::tober, 1984; however, the HDF is requesting an eighteen 
month moratorium on all payments, which must be approved by the mRD in 
washington. The debt~ for two raffle houses have in principle been 
indefinitely postponed by mutual consent of both parties. The Interamerican 
Developnent Bank principal payrrents do not begin until 1990, and the IDB has 
indicated that a late interest payment can be negotiated. The remaining 
smaller debts will also require negotiations, but the Board indicates that 
this should be accomplished with no major complications. The cooperative 
agreement will require evidence acceptable to A.I.D. that HDF has rescheduled 
all its past due payables and long-term debt as a condition precedent to 
disbursement of funds for sub-project lending. (see Conditions and 
Negotiating Status, Section VII). 

3. Financial Projection Methodology 

It is evident that the HDF is not a financially sound institution 
when measured in conventional financial terms. The Economic Analysis section 
examines the developmental impact that has occurred on the targeted market 
through employment gains; increased income, and expanded productivity as a 
result of the Foundation. The lesson that seems to be drawn is that micro
enterprise lending, at least in the initial years of operation, generates 
economic benefits although the program may not be financially viable. 

Heretofore, major international donors as well as local sponsors 
have recognized the HDF's developmental nature and accepted its subsidized 
status. Maintaining this philosophy in future years will assume that 
operating expenses will continue to be met through large external 
contributions and/or local membership. The major limitations to this 
philosophy are: First, the enq::tlasis remains on perpetuating the HDF as a 
subsidized institution, not on increasing benefits to the client. Since a 
high proportion of external funding would still go to operating costs, these 
same funds could not be prograrrmed as additional loan funds. Second, at least 
part of the major international contributions may be in the form of loans 
instead of grants. The HDF would eventually be hard-pressed to repay t.hese 
loans if it continues incurring operating deficits at the current rate. 
Third, large contributions come in bursts and are short-term in nature, which 
makes long-term planning by the Foundation all but impossible. Fourth, major 
donors will at some point in the future reduce or eventually cut off their 
contributions, at least until the Foundation can show its ability to repay 
earlier loans. Finding new donors willing to make contributions of similar 
magnitUde will be very difficult. Finally, past experience has shown that 
local fundraising is very limited, and in turn these efforts have not been 
cost-effective. 

It is consequently U~ID's opinion that the HDF has little choice 
but to concentrate on tmproving its financial viability during its future 
operations, and the methodology used to prepare the financial projections is 
based on tr~t premise. 
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4. Base case 

A computer roodel was used to produce a base case financial 
projection for the HDF through 1990 and sensitivity analyses of key variables 
which would affect the Foundation's performance. The projections which were 
prepared by USAID and AID/W TOY assistance in collaboration with the HDF staff 
are contained in Annex F. They reflect the anticipated performance of the 
institution using sound managarent practices, and they assume that a 
substantial market exists to absorb HDF's additional loan capital. The 
projections do not include the interest and principal payrrents on the 
Foundation's external debt obligations, most of which would not be eligible 
for A.I.D. deficit financing. 

Basic assumptions used in the projections are as follows: 

a)	 The present effective interest rate of 13% will be increased to 
14% plus fees of 6% for the first year of a loan and 4% each 
year thereafter. 'Ibis will result in an effective interest rate 
of 20% the first year of a loan and 18% each year thereafter. 

b)	 A collection rate increase from 50% in 1984 to 60% in 1985, 70% 
in 1986, and 80% in 1987 and thereafter. 

c)	 A bad debt rate decreasing from 10% in 1985 to 5% in 1986 and 
thereafter. 

d)	 A lending capital increase of at least $3.1 million from 
international donors from 1986 through 1990. 

e)	 Payroll and operating expenses will be cut 23% in 1985 in 
relation to 1984 and increased by a 10% inflationary rate each 
year thereafter. (see Institutional Analysis, section V, B for 
Payroll and Operating EXpense Budgets). 

f)	 Local fundraising is estimated at $25,000 per year. 

5. Base case Analysis 

a. Interest Rate: The present situation in Haiti regarding 
sources of financing for microbusinesses offers no alternative to the 
financing offered by the HDF. The only other recourse is the informal 
speCulative market where interest rates are at least 10 percent per m:>nth. 
With this standard of comparison an increase in the effective interest rate 
from 13% to 18% should pose no threat to loan demand, and the risk inherent in 
leading to the target market provides further justification for an 18% rate. 
The long-term viability of the HDF will also automatically be assisted b¥ a 
corresponding 28% increase in interest and fees on the portfolio growth 
occuring from this project. The Board has agreed to an increase in the 
lending rate since the central Bank set spread for cC>Il'Rrercial bank lending is 
14-19%, and the higher HDF rate would correspond to the upper end of that 
spread. 
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b. Collection Rate: Approximately 50% of the loans made by 
the HDF over the past four years are in arrears, and as most loans are in the 
early repayment phase, immediate effective measures must ~~ taken to avoid 
defaults on future payments. The projections conservatively forecast an 
increasing improvement in the collection rate through 1987 and thereafter. 
The Institutional Analysis describes the loan collection procedures that will 
be established at the Foundaton through the creation of a new loan collection 
unit. It is expected that strict adherence to these procedures can result in 
an immediate improvement in the collection rate. 

c. Bad Debt Rate: The present bad debt rate is estimated at 
10-12%, which is forecasted to remain the same in 1985 but will decrease to 5% 
in 1986 and thereafter. For comparison, the loan loss experience for 
commercial banks averages between .25 and .50%, and the TDI consultants 
recommended a 2% bad debt reserve based on their experience with programs 
similar to HDF. Thus, it is felt that our projection is reasonable with the 
establishment of a well-managed loan and collection cycle. 

d. Donor Assistance: The Foundation's program strategy will 
require substantial infusions of loan capital over the next six years. Early 
under-capitalization was at least partly responsible for the HDF's present 
financial condition, and relative viability will require at least a $3.1 
million increase in lending capital from 1986 through 1990. USAID has 
coordinated the preparation of this project closely with the lOB, SOLIDARIOS, 
CIDA, and the UNDP, all of which have indicated an interest in assisting the 
HDF. However, these dcnors have conditioned their financial assistance on 
substantial management improvements and verifiable institutional progress. 
IDB has agreed to closely follow the progress of the Foundation in order to 
consider a 1986 financing package. SOLIDARIOS indicates that a loan is ready 
for approval, but AID/W approval is necessary first; however, the HDF should 
carefully analyze the conditions of this loan based on its future performance 
since a low concessional rate will not be offered. CIDA and the UNDP are 
proposing loan programs in the regions or emfhasis on specific slum areas 
rather than the geneJjal microbusiness sector in Port-au-Prince. These 
proposals have been tabled for the foreseeable future due to the HDF's present 
managerial deficiencies (see Conditions and Covenants, section VII); however 
the HDF should try to identify a role for these donors in its present 
program. In surranary, ·we are reasonably satisfied that financing will be 
forthcoming from other ~onors if the administrative and financial situation 
shows significant improvement during the next two years. 

Contributions are estimated as follows: 

1983 1984 1985 1986 1987 1988 1989 1990 

AID 145 90 750 750 0 500 500 500 
FOI 59 135 0 0 0 0 0 0 
IDB 96 11 0 500 0 0 500 0 
SOLIDARIOS 0 a 0 0 300 0 0 300 
'IDl'AIS 300 236 750 1250 300 500 1000 800 
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e. Rlyroll and Operating EXpenses: 'Ibe major cuts made to 
bOth payroll and operating expenses between 1984 and 1985 were arrived at in 
consultation with the HDF. In reducing the organization to the recorrmeooed 
size, all positions were eliminated that were not directly necessary to the 
key activities of loan approval and loan collection, and none of the cuts will 
adversely affect the Foundation's aoility to cooouct its business. 'Ibis 
assumes that loan officers will only concentrate on tecnnical assistance such 
as accounting to help assure loan repayment and tnat more in-depth training 
will De prOVided oy outside sources and financed as part of the loan package. 

f. IDeal Fundraising: Four years of efforts to establish a 
successful pattern of local fundraising nas resulted in consideraoly more 
mOdest returns tnat toe original proJections. Nevertneless, in a social and 
economic climate oasically different from tnat preva~ling in tne United 
States, it nas succeeded m raising aoout $45,000 per year for the last two 
years. 'Ibis nas oeen derived from a mernoersnip drive whicn continues through 
tne year and a major social event. 'Ibis project envisions a continuing 
limited effort in tnis area witn yearly contribUtions conservatively estimated 
at $25,000. 

6. Efficiency of Base case Program 

'Ihe projected efficiency of the base case program in comparison to 
tne Foundation's 1983 program is examined Delow. 1983 figures wer.e used since 
tnat year represents a more typical operating year tnan 1984 When severe 
financial and administrative proolems set in. 

a. Administrative cost per loan: 'Ibis measurement is defined as 
tne total yearly administrative cost of the program, excluding tne cost of 
capital, divided by the yearly numoer of loans: 

1983 1985 (Base case Estimate) 

Administration costs 466,000 457,000 
Number of loans 73 220 
Administrative cost per loan 6,384 2,080 

Since HDF was giving both credit and training in 1983 the costs 
naturally would De higher than for a program concentrating mainly on credit 
extension. Nevertneless, tne costs were still prOhibitively high. Although 
the base case projects a 62% decrease in this cost rreasurement, the HDF Should 
attempt to acnieve a continuing curtailment of administrative cost per loan 
tnrough economies of scale by attracting suostantial additional lending funds. 

o. 'lbtal cost as a percentage of loan revenues: 'Ibis is a 
rreasurement of the ability of the program to oreak even on an oD3oing basis, 
and the average value of this ratio indicates how far the program is from self
SUfficiency. 
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1983 1985 (Base Case Estimate 

Interest and fees 76,000 228,000 
Total administrative costs 473,000 489,000 
Percentage of loan revenues 622% 214% 

'!he 66% reduction in this percentage is significant, especially 
when one finds the measurement continuing to fall dramatically through 1990. 
This is very encouraging in view of the fact that only a very few development 
foundations break-even or are profitable. 

Break-even Points ($000) 

Assuming tbat all the projections remain the same in the base case 
analysis, break-even for each year could be reached with the following 
increases in portfolio levels. 

Base case Break-even Base case Break-even 
Average 
Portfolio 

Average 
Portfolio 

End Year 
Portfolio 

End Year 
Portfolio 

1985 1,116 2,324 1,404 3,821 
1986 1,956 2,184 2,507 2,913 
1987 2,574 3,011 2,640 3,514 
1988 2,797 3,241 2,954 3,842 
1989 3,338 3,531 3,723 4,108 
1990 3,989 4,136 4,255 4,550 

It is interesting to note that using the base case model with only 
a modest increase in fund-raising, self-sufficiency could theoretically be 
reached beginning in 1989. 

7. sensitivity Analyses 

The sensitivity analyses listed below are intended to summarize 
the effects of changes in one or flK)re variables that were determined 
through the base case analysis to be cr i tical to the success of the HDF, and 
they illustrate the impact of various operating policy options. The 
projections in Annex F are an integral part of this discussion and are meant 
to provide easily understood bottom-line operating results of each case. For 
this project three key sensitivity analyses were selected which deIOOnstrate 
critical scenarios. 

a. Maintain interest rates at 13% rather than raising them to 18% 
from 1985 onward. 

b. Maintain the collection rate on outstanding principal at 50% 
rather than increasing it to 60% in 1985, 70% in 1986, 80% in 1987 and all 
future years. 

c. Maintain the bad debt rate at 10% rather than dropping it to 5% 
from 1986 onward. 
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Conclusion
 

The loss in revenue under each of these scenarios assures 
continued large deficits for future HDF operating years compared to those 
projections contained in the base case. Thus, we find no justification to 
deviate from the base case in implementing the financial management 
improvements at the Foundation. That strategy offers the HDF the opportunity 
to attain a measure of financial viability within the mediwn term, which could 
Sbt the course for future expanded operations. 

B. Institutional Analysis 

1. Organization and Management 

The IIDF was conceived as a developmental organization which would 
provide technical assistance and small credit to micro-businesses in the 
metropolitan area of Port-au-Prince. However, the proposed project envisages 
a change in the institutional design of the HDF. The emphasis will now be 
directed toward the development of an effective and viable organization that 
can provide credit to small borrowers through a program that is market
oriented and that will move toward self-sufficiency over the longer-term. 

The management system presently in place has evolved over the life 
of the IIDF in answer to SPecific operating constraints and to recorranendations 
made in several of the evaluations conducted. The consequence is that, 
although some recent changes have responded to specific problem areas, the 
overall management system is not capable of efficiently responding to the 
level of operations proposed for this project. 

The organizational chart shown on the next page is USAID' s 
recommendation in collaboration with HDF and the TOI consultants who assisted 
in the design of the project during March, 1984 (see Annex G for HDF Staff 
Position Descriptions). All positions which are not directly necessary to the 
Foundation's key activities in the client identification, loan processing, and 
collection cycle have been eliminated. We feel the proposed staffing pattern 
reflects the importance that loan evaluations, financial management, and loan 
collection will have on the development and improvement of the HDF loan 
portfolio. 

a. Board of Directors 

The Board of Directors should always be a key element in the 
organization. As mentioned earlier recent changes in the Board membership 
are showing a renewed interest in assisting the Foundation with a restructured 
program. This participation is vital since during periods of organizational 
formation, major readjustment of institutional objectives and strategies, and 
change of top management, the role of the Board of Directors becomes critical. 

'!he HDF Board is composed of a President and eight other 
members, and fran its inception the Board has been given wide-r.anging 
responsibilities, defined in the By-Laws and granted by the General Assembly. 
The Board is charged with formulating the Foundation's general policy, overall 
orientation of its activities, reviewing and approving the budget, and 
appointing the Executive Director. 
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USAID plans to work closely with the Board during the 
implementation of tnis project to assist the organization in developing 
specific strategies needed to acnieve oojectives. 'll1e organizational 
structure is evolving, requirlng major adjustments. l-'lany managenent decisions 
and some operational decisions will De in the hands of the Board until toe 
Executive Director is recruited, a capaole staff is formed, and teennical 
assistance nas been contracted. A critlcal role of the Board will De its 
developnent of a sense of corrmitnent wnicn will be the guiding force in most 
suosequent functions and taSks. 

The Board, assisted oy the staff and external resources, must 
define clear oDjectives and operational, financial, and structural strategies 
that are consistent with those oDjectives. A preliminary program strategy, 
along witn steps to implenent tnat strategy, nas already oeen prepared in 
cOllaooration with the Board BUdgeting to cover all aspects of operations 
ana finance are an integral part of financial prOJections and they are further 
discussed in this section. 'll1is snould not imply that the Board would get 
involved in operating decisions on loans, unless exceptional cases are 
inVOlved OI' througn a formal portfolio review. This function will be met 
througn normal reporting procedures wnen the operating program and management 
are Clearly on course. 

. . 
Tne reorganized HDF must ouild an image of seriousness and 

confidence in the community; in the snort-run, the Board will De tne primary 
venicle to accomplisn cnis, partlcularly among private and puolic sector 
leaders, donors, and supporters. At this critical stage tne Board's inaction· 
or laCK of enthusiasm will nave an extremely negative impact among conmunity 
leaderShip and supporters. 'll1e Board's wockload need not De an excessive 
burden, as the aoove functions and taSkS may irrlicate. '!be key will be to 
plan carefUlly and to create concensus and commitment. Allocating functions 
and tasks among memoers, eSPecially in concert with the new Executive 
Director, wlll spread the load and utilize those involved in critical tasks to 
get results. 

b. Executive Director 

The Boara' s relationship to the management and the organization 
will be focused a.l.roost exclusively on the personality and management style of 
the Executive Director. Their Willingness to perform their functions and 
often their capacity to urrlerstand them depend to a large extent on their 
confiderx:::e in the top manager. Also, wnen a change occurs and a new Executive 
Director is appointed by the Board, the memoers must adjust their role to 
canpensate for the weaknesses and strengths of the new Director until he is 
adjusted and integrated into the organization. '!his creates a considerable 
adelitional burden for the Board. 

EKperierx:::e indicates that it is quite cOlIlOOn for the first 
Director of a new development foundation type of institution to be a promoter 
~ corx:::eptual type executive with moderate to excellent capaoility to 
IOOtivate and relate well with Board memoers. seldom is the first executive a 
technical, administrative, or operations type executive. When the proIOOter 
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type executive is replaced, tnere is a tenc:ency to seek a replacement tnat is 
especially strong in administrative an:i line management functions with less 
attention paid to the candidate's capacity to motivate and relate well witn 
Board memoers and other community leaders. 

While recognizing the proolems associated witn recruiting 
qualifieaH aitian executives, it is still important to point out that all 
efforts should be made to recruit a new EXecutive Director witn experience, 
strong initiative and capaoilities in Board relations, as well as the anility 
to conceptualize policy and operatlonally manage the organization. 

c. Departmental Organization 

Loan/Programs Department: rrnis department will De responsible 
for tne loan application and approval process and the recommendation of 
training levels for clients. ']he entire applicatlon process and tecnnical 
assistance provision systems will be revised to benefit from experience and 
also from the results of the impact survey. 

No individual client searcnes will take place, although ti!e 
staff may conduct occasional meetings and puolicity campaigns witn P\,U' s and 
corranunity groups' to attract desired applicants. Loan officers will explain 
toe Foundation's lending terms, administer a screening questionnaire, and 
score the various criteria associated with the questionnaire. If the 
applicant initially qualifies, a detailed application form will be completed, 
and the loan officer will visit the potential client's place of business. The 
canpleted form witn the loan officer's recorranemation, inclUding training 
requirements, will then be reviewed by the Program Director and suanitted to 
the credit committee for approval. 

Finance Department: ']his department will be responsible for 
the normal Cbntroller oookkeeping functions and two new functions wnich will 
deal exclusively with portfolio management and loan collections. '!be previous 
organizational structure of toe HDF did not eJtll:Xlasize the reirnoursement 
program, nor was it recognized at the inception of the HDF that collection 
would become suen a complex issue. 

An effective loan maintenance and reporting system must be 
implemented to permit the determination of total interest am priocipal due 
am total interest and principal received. Repayment rates constitute the 
only true method of monitoring tne quality of tne loan portfolio on a regular 
basis. loan repayment rates will initially be establiShed through a system in 
wnien all loan maturities will be listed by mnth with a separate entry for 
eacn montn and with a separate column to enter loan repayments. At the end of 
eacn quarter, the total of all loan repayments can then be directly divided 
into total maturities. Eventually this system will oeeome computerized along 
with the HDF' s other accounts. 

In toe reorganization, a new section will be created to address 
not only collection proolems, out also to reevaluate projects with a 
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view to rescheduling. 'lhe HDF wiJ~ consider tne need for tne rescneduling of 
loans, s~e it is possible tnat a numoer of beneficiaries of good faith are 
unaole to meet the reiJnbUrsernent scnedules out still want to repay. In 
addition, a rigid system of loan collection will oe establisned to educate 
clients in tne priociples of loan repayment and when necessary to apply 
follow-up pressure to convince delinquent beneflciaries tnat tne Fbundation 
means to collect. 

TOe loan collection procedure will commence immediately upon 
loan approval. 'D1e loan agreement will be signed in the presence of tne 
Collection Manager, wno will explain the portfolio management system which 
will indicate the ability of the HDF to monitor delinquency cases. 'Ibe lDan 
Officer will visit tne client on a scoedulea oasis to evaluate the need for 
extra assistance and to assure tnat:::asn flow is progressing as planned. 

If the client misses a payment or makes only partial payment, 
he will be visited by the Cbllection Officer and called into tne Fbundation. 
Delayed or stretcned-out payments may be negotiated but at a penalty rate of 
interest whicn will keep the HDF income as proje<;:ted. Missing a payment for 
the second time will require a meeting with tne credit committee to negotiate 
a new payment scnedule and the client will oe placed on tne EXecutive 
Director's watcn list. If the client misses a third payment, the case will be 
given to an outside commission lawyer for court SOlution, and the results will 
be formally corrrnunicated to otner clients. 

ENen thougn the loan documentation and tne promissory note is 
oeing mexiifled to permit HDF to attacn assets of the beneficiary in tne event 
of non-payment, it is still felt tnat a loan collection system similar to this 
will De necessary to greatly improve tne reimbursement rate. HDF 
beneficiaries rarely nave many assets and tne only collateral are the tools 
or equipment tnat tney have for their trade plus the equipment purchased with 
HDF financing. 'Ibus, it is to the oenefit of DOth the Fbundation and the 
client to try to keep loans current, even at a reduced rate. 

Administrative Departlrent: 'Dlis department will be responsible 
for personnel, administration, and local fundraisiI'¥3. Although, as stated in 
the program strategy, local fundraising will be de-emphasiZed under this 
project, tne Fbundation definitely snould consider such a program in its 
long-term planning. After demonstrating reaSOnable success, the HDF will 
focus a local funding campaign on tne private sector leadersnip of Haiti. '!be 
initial goal will be to develop major financial supporters locally, iooludiI'¥3 
the owners or backers of banks, industries, and business associations. With 
that base, the HDF will later broaden the number of private sector supporters 
at reasonable contribUtion levels. 
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Q. HDF Operating Costs (1985 Base case Projections) 

1.	 Staff EKpenses (1) l:er ~ntn ($) l:er Annum ($) 
Executive Office 

Executive Director 3,955 47,460 
Executive secretary 600 7,200 

roI'AL 4,555 54,660 

Programs Office 
wan!Programs Director 2,200 26,400 
secretary 450 5,400 
wan Officer 700 8,400 
wan Officer 700 8,400 
wan Offleer 700 8,400 
wan Officer 700 8,400 

'IO'.L'AL 5,450 65,400 

Finance Office 
Finance Director 2,200 26,400 
secretary 450 5,400 
Controller 1,000 12,000 
Collection Manager 800 9,600 
Collector 150 1,800 
Collector 150 + commission (2) 1,800 
Collector 150 1,800 

'lUl'AL 4,900 58,800 

Administratlon Office 
Adminis-tration/wcal Fundraising 800 9,600 
Manager 

Receptionist/secretary 350 4,200 
DriverjMessenger 250 3,000 
DriverjMessenger 250 3,000 
Guard 100 1,200 
Cleaner 100 1,200 

'lUl'AL 1,850 22,200 
GRAND 'IDTAL 
PAYROLL	 16,755 201,060 
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2. Operating EiKpenses (3) Fer ~k>ntn ($) l:er Year ($) 
Rent 1,000 12,000 
'Iele{Xlone 700 8,400 
Electricity 500 6,000 
Gas & Pepairs 1,375 16,500 
Office Supplies 700 8,400 
Consultants o o 
EXecutive Travel 350 4,200 
Mise. category 

Fetty cash 150 1,800 
Promotional 200 2,400 
Coffee, otner misc. 80 960 
Country side per diem 150 1,800 
Country side gas costs 150 1,800 

Total Mise. EXpenses 730 8,760 
'lUTAL OPERA',IN; EXEENSES 5,355 64,260 

(1)	 salaries include case pay + 17% benefits. 

(2)	 Cbmmission is equal to 1.5% x (interest + principal collected in the 
given year). Conunissions are paid from the operating expenses and do not 
affect the HDF payroll figures. 

(3)	 Eayroll and operating cost projections are reduced 36% from 1984
 
expenditures.
 

d.	 Conclusion 

'llle HDF is not a financially or institutionally sound organiza
tion at present. It is felt that the seriousness of the FOundation's 
situation is ~ll understood by the Board of Directors and the staff and tnat 
oath are committed to professionally implementing the project described in 
tnis document. '!be organization must reconcile the inmediate human need to 
encourage income and employment generation oy fi.Ilaocially assisting Haitian 
microenterprises with tne lo113-term need to increase its seale of operations. 
This oojective presents a difficult dil.emma since oath tasks will require 
raisill3 the costs of lending While at tne same time reducing services and the 
size of the HDF staff. '!here are corrpetent HDF Board and staff men.oers Who 
want to see the institution improve it~ financial and institutional soundness 
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and who are anxious to nelp maKe this nappen. '!hus, it is concluded that with 
tne implementation of required financial refoDmS and institutional changes, 
plus careful IOOnitoring from A.I.D., tne HDF should move in a significant way 
towards viability during the life of tnis project. 

c. E>:onomic Analysis 

':Lnis project will assist tne Haitian Development Foundation (HDF) to 
continue to prOVide medium term credit and 1nvestment services to the 
micro-em:erprise sector in R>rt-au-Prince. '!he increase in funds availaole 
for laoor-intensive micro-enterpr1ses 1S expected to create employment and 
increased incomes for tne underemployed poor majority of tne capital city. 
'!he economic soundness of tne proposed proJect w111 oe determined first 
through analyses of tne impacts of tne project on investment, employment and 
earnings, and gross domestic proouct. '!he economic costs of tne project will 
tnen be canpared with tne benefits to determine the project's net contribution 
to real inCome and welfare. FinaLly, Annex I, HDF wan Recipient Survey 
analyzes tne factors affecting tne loan repayment rate, which is a critical 
variaole determining tne overal.l .leve.l of loanao.le funds and the internal rate 
of return. 

1. Economic Impacts of HDF Activities 

a. Impact on Investments 

'!he growtn of private investment is funaamental in order to 
achieve sustai~d increases in the prOductiVity and incomes of Haitian uroan 
and rural poor. The core of Haiti's urban economy is cOITq?Osed of numerous 
micro-enterprises. While Haiti's small ousiness sector grows both in number 
of enterprises and in level of output, it suffers from a number of constraints, 
inclUding the lack of capital and very limited access to credit. rue to their 
small scale operations, micro-enterprises have not been in a position to 
provide the required collateral to ontain loans for expansion from conmercial 
banks. Hence, HDF loan funds may realistically be expected to increase net 
private investment in this sector. 

Based upon the initial avai.laoility of $.l.5 million in AID loan 
capital and $828 thousand in HDF's oeginning net loan portfolio, plus an 
aaditional $3 •.l m1llion in concessionary financing over the 1986-1990 period, 
the HDF will be aole to prov1de alm:>st $7. 7 million in loans between 1985 and 
1990. Foe-lent principal is projected to generate over $3 million in loan 
funds. 

moJECTED GROSS WAN WLlM: ($ U. S. COOs) 

1985 910 
1986 1,530 
1987 835 
1988 1,087 
1989 1,668 
1990 1,628 
Total 7,658 
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This net addition to the flow of loanaole funds to the 
micro-enterprises represents tne major part of tne investment that should oe 
expected to oe facilitated by the HOF. However, equity financing is expected 
to represent abOut 20 percent of micro-enterprise investments. In addition, 
it should oe expected that a nUIIlOer of micro-enterprises, once develoPed with 
HOF financ~, will eventually beCome eligible for corrmercial Dank financing 
that would otnerwise not oe available•.L But tnis source of funding is not 
expected to oe significant for a nWnDer of years. Hence, it is conservatively 
assumed for the analyses tnat follow tnat HOF loan funds will constitute 80 
percent of tne new investments. Gross ~nvestment in constant 1985 dollars is 
proJected to De as follows over tne 1~85-l!::l90 period. 

GROSS INVES'IMENT ATTRIBUTABLE 'IO '!HE HOF 
(1~85 U.S. $000'5) 

1985 1,138 
1986 1,739 
1987 862 
1988 1,021 
1989 1,424 
1990 1,261 
Total 7,445 

Compared to 1~82 gross private sector investment of $127 
million, the HOF-induced investment program is small out significant. If 
allowances were made for prObable indirect impacts of tne HOF, financing and 
investments mignt reasonaoly oe expected to nave on otner sectors, the tmpact 
WOUld oe consideraoly larger. 

b. Inpact on Employment and Earnings 

Employment and earnings opportunities provided b¥ the project 
are especially inportant to the poor. 'Ihe hign rates of uroan urXieremploy.ment 
and unemployment, estimated to oe arowrl 50 percent by various sources 2, 
suggest that tne need for employment is critical for uroan areas. The 
micro-enterprise projects financed by the HOF will generally be labOr 
intensive witn the oulk going to the unsKilled. 'Ib.e World BanK reported tnat 
new industria.L projects in Haiti required an average investment per jOb of 

1 Co~rcial banks have had excess reserves siJx::e 1980. IMF, 
"Haiti-Iecent EConomic DeveloJ:=rnents", Q:tooer, 1983. 

2 C. Zuvekas, Jr., JlBricultural Developnent for Haiti, Agency for 
International Development, Wasnington, D.C., May 1978, pp. 136-146. 
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only $1,420 in 19813• Based on data generated from a survey of previous HDF 
loan recipients, it is conservatively estimated that eacn jOb will require a 
$2,000 investment. 'Ibe business investment generated by the HDF loan 
program divided by $2,000 yields the numoer of jObs. Employment could also be 
created by secondary construction activity, but given the small scale of most 
of the micro-oosiness expansions, this employment impact will be minimal. 
Annual earnings per employee in the micro-enterprise sector is estimated to be 
approximately $700. Einployment and earnings directly attribUtaole to HDF 
loans is shown oelow. Employment rises from approximately 570 in 1986 to 2900 
in 1991, wnile total wage and salary earnings correspondingly rise from $398 
tnousand in 1985 to $2 million in 1991. Indirect employment and earnings 
effects could oe expected to significantly add to tnese estimates. 4 

HDF INDOCED EMPIDYMENT AJ.'ID EARNINGS 5 

Employrrent Earnings (1985 $ OOO's) 

1985 o o 
1986 569 398 
1987 1382 967 
1988 1675 IJ.73 
1989 2019 1413 
1990 2529 1770 
1991 2907 2035 

c. Impact on GDP 

Significant increases in gross domestic product are especially 
important in Haiti. With a population growth rate of 1.8 percent, the 1980-84 
1.3 percent annual growth rate in real GOP translates into a 0.5 percent 
decrease in real GOP per capita. Wnile the HDF can hardly be expected to 
reverse this decline, it can play a small but important role as the economy· 
recovers. 

3 WOrld Bank, Economic MeIOOrandum on Haiti, Report No. 3931-HA, May 
1982, p. 39. 

4 Employrrent and earnings generated by HDF operating and technical 
assistance are also excluded. 

5 Allows for a one year lag between loan diSbUrsal and employment and 
earnings effects. 
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Based upon tne corcposition of suo-projects to be financed oy the 
HDF, the overall capital to output ratio is expected to be very low. It will 
probably be similar to tnat estimated oy IMD's experience i.n central America 
during tne first drawdown on the AID loan. Hence, tne project's marginal 
capital to output ratio is assLnlled to be 1.5 to 1. 6 Assuming that 
investments take one year on the average to oecome income generating 
activities and that depreciation plus business failures are together 10 
percent per year, the following additions to GOP over tne 1985-1991 period are 
projected: 

HDF ADDITIONS 'IO GOP IN 1985 $000' s 

1985 $ 0 
1986 762 
1987 1,851 
1988 2,244 
1989 2,703 
1990 3,388 
1991 3,893 
Total $14,841 

2. Cost-Benefit Analysis 

Assess~ tne economic soundness of the HDF requires a comparison 
of project costs with expected oenefits. Tnis is complicated oecause the 
proposed project is a credlt institution wnicn will fund business 
investments. Hence, the analysis must inCOrPOrate HDF costs with the costs 
and benefits associated with induced investments in the micro-enterprise 
sector. 

The primary costs of the project are easy to identify. '!be HDF 
will incur operating expenses and tecnnical assistance will be provided by AID 
and other donors. 7 In addition to these costs, loan diSbUrsements of the 
HDF will facilitate real investments in the micro-enterprise sector. These 
investments are assumed to be equal to 125 percent of the volurre of HDF loan 
diSbursements wi th matcning funds caning in the form of equity or other 
sources of credit. 

'!be greatest costs to this project are bOrne by the new or 
expaming micro-enterprises. '!he managers must devote more time to the 
businesses, hire new workers, and increase purchases of raw materials and 
inteDmectiate goods. Since the exact costs are not known, it is assumed tnat 
most operating costs and the associated benefits are approximately equal. 

o LAAD, Reglonal Agriousiness Development, Project Paper, 
AID-DLC/P-2127, t'bv. 1975, p. 35. 

7 The real level of technical assistance is projected to remain 
constant between 1986 and 1990. 
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Hence, the returns to capital listed in the cost-oenefit taole are net of 
t!1ese costs. However, where there are known differences between economic 
costs and financial costs, adjustments nave oeen made. 

In the absence of distortions between economic and financial 
costs, the market set return on capital would constitute the primary benefit 
to Haiti of HOF-induced investments. The market rate of return on Haitian 
industrial investments is variously estimated to range oetween 30 and 50, 35 
and 50, ana 40 and 50 percent by the Inter-American Developnent BanK8 and 
the Norld BanK.9 Data from a survey of current HDF loan recipients 
suggested that rates of return in excess of 50 percent were cOIIllOOn. Using 
informed jUdgement conservatively, a 40 percent average financial return on 
equity is assumed for HOF-funded investments. Forty percent on equity 
translates into a 22.5 percent real rate of return to capital after allowing 
for inflation and dPJJt/equity ratios of HOF loan recipients. lO 

Deviations of the economic rate of return on capital from the 
market rate may result from labOr market imperfections, indirect taxes, and 

. foreign exchange shortages. These are discussed in turn. 

The HOF loan recipients are estimated to pay an average wage of 
$2.80 per day for seIlll-sKilled laoor. The snadow wage ior labOr is estimated 
to oe closer to $1.00 given the hign rates of underemployment and unemployment 
throughout the country. Agricultural laoor can be readily nad for $1.00 per 
day, and in tne lnformal sector in fOrt-au-Prince, laoorers often earn less 
than $1. 00 per aay. 'lhe HOF micro-enteI1:'rises will typically apprentice 
workers for a period of time at this very low rate. But once they acquire 
sufficient specific on-the-joD training, their productivity will justify the 
nigher wage. 'll1e $1.80 per day difference between the shadow wage and the 
mi~ro-enterprise wage Should. oe counted as an economic oenefit in excess of 
economic costs. This ~lies the following wage benefit stream over the 
1985-1991 period. 

8 IDB, Opportunities for Industrial Investment in Haiti, WashiB3ton, 
D.C., May 1979. 

9 WOrld Bank, Economic Mem:>randum on Haiti, Report No. 3931-HA, May 1982 

10 DiscountiB3 for 50 percent debt financing (at 15 percent) and 10 
percent expected inflation. 
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HDF WAGE BENEFITS IN EXCESS OF OPIDRIUNITY mST (1985 $OOO's) 

1985 o 
1986 256 
1987 622 
1988 754 
1989 909 
19~0 L,138 
1991 1,308 
'lbtal $4,987 

These wage benefits may be expressed as a return to capital. So 
doing would add 25.6 percentage points to the estimated real rate of return to 
capital. ll 

Indirect taxes, because they are sirrply transfer payments and as 
suen do not represent economic costs, need to be added to financial profits to 
obtain economic profits. 'Ibe World Bank has estimated indirect taxes to be 
19.7 percent of gross capital income for Haiti's modern industrial sector,l2 
and indicates that this rate snould be adJusted downward approximately 30 
percent for tne micro-enterprises sector. Applying this rate to the estiwated 
22.5 percent real financial profit rate yields an adjustment of approximately 
3 percentage points to be added to the financial rate to obtain the economic 
rate of return on capital. 

Haiti has experienced a balance of payments prOblem since the 
beginning of the 1980's. While the initial crisis has been overcome, given 
the anticipated pressures on increased GOH expenditures, limited export 
revenues from traditional exports, and rising demands for i..Irq;>orts, a 
continuing balance of payments problem is anticipated. While the gourde to 
dollar official eXchange rate is 5 to 1, the estimated shadow ex~e rate is 
5.5 to 1.13 • Given the long-term nature of the balance of payments 
prOblems, a similar rate is likely to prevail over mucn of the life of the 
HDF. Hence, investments whien are net exenange users will have higher real 
costs and lower economic benefits. Since HDF-financed projects are expected 
on average to be net foreign excnange users, the economic rate of return on 
HDF induced investments is according adjusted downward ten percent. 

11 'Ibis is a conservative estimate of the wage benefit, given that a 
zero opportunity cost of laOOr could be reaSOnably applied with the high rates 
of underemployment and unemployment and the extremely low rates of productiVity 
in agriCUlture and the urban informal sectors. 

12 World Bank, Current F£:onomic !Osition and Prospects of Haiti, Vol 
II: Statistical Appendix, IE:ember 1~78, p. 179. 

13 'Ibe parallel IIfree marketII excnange rate is used as the shadow 
exchange rate. 
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Accounting for these cOmbined effects yields an estimated economic 
rate of return on capital of 43.3 percent. Applying this rate to the business 
capital generated by HDF investIoonts yields the gross benefit stream. This is 
compared to costs over the 1984-l~90 period in the following taole. Since the 
HDF would induce capital investIoonts up tnrougn the last year, the return to 
the depreciating capital is allowed to continue for an additional ten years. 

The net present value of the project is $3.9 million dollars when 
discounted with an opportunity cost of capital of 10 percent.14 In other 
words, $3.9 million in oenefits will oe generated over the life of the project 
after all economic costs are covered, including tne opportunity cost of 
capital. The internal rate of return is estimated to be 20 percent. 

Tne precision of these estimates is, of course, limited ny tne 
diffiCUlty of projecting a rate of return to a collection of micro-enterprise 
sector projects. However, tne project would oe economically viable as long as 
tne economic return of micro-enterprise investIoonts were greater tnan 29 
percent. Given the estimated return of 43.3 percent, tnere appears to be 
considerable leeway before the proJect would oeeome unsound. In other words, 
tne economic justification for the proJect would not be reversed if reasonable 
alternative values were used for the financial rate of return to capital, tne 
opportunity cost of .laoor, tne effects of indirect taxf:S, or tne snadow price 
of foreign excnange. It is [easonao.l~ to assume that the HDF project will be 
a souna economic investment. 

14 WOrld Bank, Haiti: El:onanlC MemJrandum, Report No. 3079-HA, Fen. 
1981. 
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D. Social Soundness Analysis 

Summary. 'Ibe project responds to tne principal design criteria for a 
socially sound develofment intervention. As described in tne previous project 
documents for USAID/Haiti assistance to cne HOF, the activities of the HOF are 
tailorea to tne sociocultural envirorunent in wniCh tne Foundation operates. 
E\lrtnermore, tne project promotes tne following social development goals: 

•	 tne principle of upward social moo1l1ty tnrougn increased income 
levels resulting from Fbunaation loans, 

•	 tne 1ntroduction of appropriate accounting and organizational 
tecnniques, wnicn ~rove traditional ousiness practices; 

•	 the strengtnening of uroan community networKS tnrough tne institution 
of centers of manufacture and processing, 

•	 tne creation of employment, oftentimes for previously unemployed 
individuals, and 

•	 helping to oreak tne cycLe of hopelessness often felt among 
rnicro-entrepreneurs. 

Effectiveness of capital: In a oackground document on tne m1cro
enterprise sector, Haggolade et aL attempt to 1dentify constraints in the 
sector to increased earnings (Small Manufacturing and Repair Enterprises in 
Haiti: Survey Results; MSU Rural D:velopment series, Working :Paper No.4). 
Tne stUdy identifies the lacK of capital as one of tne principle constraints. 
However, survey reSUlts aLso indicate tnat for ongoing enterprises, " ••• 72 
percent of tne initial cap1tal was provided from tne personal savings of tne 
entrepreneurs••• Those sav1ngs were primar1Ly generated 1n agriculture in tne 
rural areas wnile 1n tne large uroan areas tne majority of tne entrepreneurs 
saved money from earn1ngs 1n other ousinesses." 'Ibis ooservation underscores 
tne uroaniz1ng influence of microenterprises in tne rural areas. The rural
to-uroan migration is a widespread and increasingly ~rtant phenomenon in 
Ha1ti; it is not merely a people migration but one of capital as well. 

'Ibe role of traditional JOOneyleooers, another potential source of credit, 
is tne SUbject of a report oy Smucker (1983), undertaken for the Agricultural 
credit Bank. In it, he discusses tne complex series of arrangements prevalent 
in rural areas for provision of capital for a variety of uses. Otner authors 
deal W1tn the same suoject. Haggolade et al reports that" •••among those 
loans for wnicn it was possible to calculate the interest rate, the rate 
varied oetween 40 percent and 240 percent per year." 'Ibe HOF project offers 
an alternative to this usury practice, and will continue, as in the past, to 
make inroaas into a more equ1taole distrioution of availaole capital. 

Effect on traditional values: 'Jlle secooo HOF grant (521-0144) indicated 
tnat the negative effects on the traditions and values of loan recipients were 
minimal, particularly in view of tne fact tnat loans to micro-enterprises were 
made for activities in whiCh bOrrowers were already active. 'Jlle present HDF 
project will continue to facilitate the process of conmercialization of 
products and services, an action also totally consistent with traditional 
values. In addition, tne oenefits of the credit program engage the client I s 
understanding of the bUsiness proces& and ennances his JOOtivation to perform 
oetter, again consistent witn tradition. 
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Links to the banking and larger ousiness sectors: In addition to the 
frequently Clted goals of promoting small-scale enterprises, the HOF provides 
another equally i..nportant one, which is the creation of a more progressive 
attitude on the part of larger entrepreneurs towards micro-enterprises. By 
enhancing the reSPectaoility of the microousiness sector through the 
institution and its loan mecnanism, the project continues to cause a shift in 
the behavior of the larger business conmunity with regard to owners of micro
enterprlses. It is anticipated that the success of the HOF wiJ.l De 

demonstrated by an increased willingness of banks to maKe credit availaole to 
small entrepreneurs, and by tne increased involvement in HOF's activities oy 
large entrepreneurs in tneir participation Wltn tne FOundation's General 
Assemoly and Board of Directors. 

Women in the industrial sector: About 20% of the HOF loan recipients are 
warren, and it is felt tnat tne needs of women are appropriately addressed oy 
tne HOF. As Haggolade, Defay and Pittman (!?E. cit.) ooserve: 

''Wanen account for 16 percent of the employment in Haitian small 
enterprlses. The ~rtance of women employees varies marKedly by 
industry. Of total pastry ShOp employment, worren account for 50 percent 
•••Tailors ar~ next witn 30 percent, fOllowed oy manufacturers of straw 
products at 27 percent. At the other extreme, carpenters employ only 1.2 
percent women~ metal workers .8 percent, While the tire repair and leather 
worKsnops surveyea employ no women. Across locality Slzes, thougn, the 
employment of women is fairly unifonn. It is expected that tne percentage 
of loan applicants from women wlll continue to outpace their percentage 
representation ln the micro-enterprise sector. 1I 

Education and social mobility: Unlike Africa, the stratification of 
society in Haiti is based upon social and economic standing. Some writers 
have adopted the approacn of stratifying the society oy color, out tnis is an 
incomplete explanation of variations between family income levels. A wider 
Combination of factors better explains these interfamiliar variations. Of 
cr i tical iJrpJrtance to upward social mo:)ility is the attainment of education. 
Informal surveys of uroan consl..Ulption patterns indicate that tne education of 
cnildren is among the hignest nousenold priority1 the greater the disposable 
income, the more it will be spent on expenses related to accessing ~n 
educational edge for the cnildren. In Haiti, Where school unifonns, bOoks and 
even senoal luncnes are ecOnoffilC bUrdens for marginal family incOIOOs, the 
extent to wnicn HoF is successful in raisiB3 the income levels of borrowers 
and their employees maKes tne goal of upward social mobility more attainable. 

Conclusion. Stated briefly, the performance to date of the HOF has 
demonstrated a sensitivity toward existing community and social structures. 
There are no Known sociocultural barriers in Haiti to an increase in socio
economic status resulting from increased income. '!he role of women is 
integrated into tne HOF's activities in accordance with their special needs, 
and the impact of the HOF upon traditional values and behavior patterns is not 
aeleterious. 
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E. Environmental Analysis 

The object of this project is to assist Haitian microbusinesses 
through the continued developlmnt of the HDF. '!be assistance provided to 
these microbusinesses will result in negligible positive or negative 
environment consequences and therefore further environmental examination is 
not warranted. This determination is in conformance with guidelines contained 
in Handbook 3, Appendix 2 0, 22 ern Part 216.2 (c) (x) which deals with 
categorical Exclusions. The pertinent sections are quoted as follows: .. 
216.2 (c) categorical Exclusions (1) the following criteria have been applied 
in determining the classes of actions included in 216.2 (c) (2) for which an 
Initial Environmental Examination, Environment Assessment and Environmental 
Impact Statement generally are' not required: ••• (x) support for intermediate 
credit institutions when the objective is to assist in the capitalization of 
the institution or part thereof and when such support does not involve 
reservation of the right to review and approve individual loans made by an 
institution." 

VI. PROJEcr IMPLEMENTATION 

A. Project Management 

1. Role of USAID/Haiti 

USAID/Haiti's Office for Private Enterprise Development (OPED), 
with the assistance of the Project Committee, will have primary responsibility 
for managing the project. The USAID/Haiti Project Officer will be assigned 
from OPED and will work closely with the HDF Board of Directors, the HDF 
staff, representatives of other participating agencies and consultants to 
ensure that the provisions of the A.I.D. Project Cooperative Agreement are met 
and that A.I.D.-financed activities function efficiently and effectively. 

From its experience with previous A.I.D. agreements, HDF is 
familiar with the general administrative requirements such as the financial 
reports which USAID/Haiti establishedJ however, it is anticipated that close 
monitoring by USAID will be necessary to assist the HDF in achieving the 
objections of the project. As outlined in the Conditions and Covenants, 
detailed monthly financial reports will be required from the HDF, and USAID 
reserves tl1e right to suspend disbursement of funds should HDF fail to comply 
with financial and other requirements. USAID/Haiti will be extremely careful 
to closely rronitor the reports and take appropriate actions. Additional 
information to be forwarded to USAID will be reports from short-term and 
long-term consultants, as stipulated by the terms of the contracts, regular 
reports to and by the HDF Board and any Board Conmittees, and information 
developed by other agencies and organizations which collaborate with or 
complement HDF activities. 
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2.	 Role of the HDF 

The Executive Director, working in conjunction with the HDF 
Board, will have overall responsibility for project implementation. There are 
three key managers reporting to the Executive Director. The Loan/Programs 
Director will be responsible for implellEnting the HDF Loan Policy through the 
Loan Officers as well as for reconmending new loan program strategies. The 
Financial Director will be responsible for implementing the HDF Collection 
Policy through the Collection Manager and in turn the Collection Officers. He 
will also keep the HDF on a solid firuu1cial footing through financial 
forecasting and portfolio management and by working closely with the 
Controller. The Administration/Local Fundraising Manager will be responsible 
for day-to-day office administration as well as for local fundraising 
activities. A further description of HDF job responsibilities is given in 
Annex G, Job Descriptions. 

B.	 Implementation Schedule 

Date 

1.	 AID/W review/approval August 15, 1984 
2.	 Issue Request for Proposals (RFP) August 15, 1984 

for technical assistance team 
3.	 Negotiate/sign Cooperative Agreement August 31, 1984 
4.	 select Financial Director september 1, 1984 
5.	 Conditions Precedent to Disbursement of september 15, 1984 

Funds for Administrative Operations met 
6.	 Closing date for RFP receipt of proposals OCtober 1, 1984 
7.	 select/contract technical assistance team OCtober 15, 1984 
8.	 select Executive Director November 1, 1984 
9.	 Conditions Precedent to Disbursement November 1, 1984 

of Funds for Technical Assistance !ret 
10.	 Arrival of senior Advisor and initial November 15, 1984 

short-term training specialists 
11.	 Market survey completed December 1, 1984 
12.	 Computer equifll'ent selected December 15, 1984 
13.	 New collection policy and portfolio January 1, 1985 

management system implemented 
14.	 C':i 84 short-term training program January 15, 1985 

completed 
15.	 Conditions Precedent to Disbursement of February 1, 1985 

Loan Funds !ret 
16.	 Mid-project evaluation November 1, 1985 
17.	 Con(]itions Precedent to Disbursement January ~, 1986 

of Loan Funds in Excess of $750,000 !ret 
18.	 End of project evaluation December 1, 1986 
19.	 pAa) December 31, 1986 
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c. Disbursement Procedures 

USAID will utilize the following for the disbursement of project 
funds: 

1. Direct Reimbursement - For Sub-Project Lending: The HDF will be 
required to submit m:mthly sub-project lending estimates based on projected 
loan demand. Based upon these requirements, USAID/Haiti will establish a 
revolving fund which will be replenished as deemed necessary by A.I.D. 
Detailed procedures governing the revolving fund will be spelled out in 
Project Implementation Letters (PILs). 

2. Direct Payments - For Goods and services to be Procured by USAID/ 
Haiti: For these items, USAID will issue PIOs, Purchase Orders, and other 
appropriate documentation. 

D. Procurement Procedures 

The HDF is an intermediate credit institution and its procurement 
policies will be in accordance with Handbook 1, Supplement B, Olapter 19. The 
source and origin of u.S. dollar procurement will be in those countries 
included in Code 941 of the A.I.D. Geographic Code Book and Haiti. 

E. Evaluation Plan 

Two formal evaluations will be conducted during the life of the 
project. In addition, a financial audit of the HDF will be conducted annually. 

Approximately twelve months after the initial disbursement, an 
outside consulting team selected jointly by USAID/Haiti and the HDF will 
conduct an evaluation to determine if the new Loan Policy and the new 
Collection Policy are functioning and if the training at the HDF is 
succeeding. Since achievement of the desired results outlined in the project 
will take time, the goal of this evaluation will be to monitor the efficiency 
of HDF operations and in turn to assure A.I.D. that HDF is satisfactorily 
progressing. 

Approximately twelve months after the first evaluation, a second 
evaluation will be conducted. '!be objective of the second evaluation is 
twofold: First, to determine whether the changes brought on by this project 
are succeeding since enough time will have elapsed for results to be verified. 
This Part of the evaluation will thus measure the HDF's progress in relation 
to established benchmarks and indicators. Second, to IIEasure project inpact 
on the target population, including effects on income, enploYIIEnt, and 
technology. 
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VII. CCNDITIONS AND NEX;orIATrnG STATUS 

A.	 Conditions and Covenants 

'!be following conditions and covenants will be included in the COOperative 
Agreement: 

1. Conditions Precedent to Disburse.m:nt of Flmds for Mninistrative 
Operations 

a. E.Vidence acceptable to AID that the HOF has been reorganized 
substantially along the lines of the organization chart presented in the 
project paper, and that the departmental staff to implerrent the project 
has been identified. 

b. E.Vidence acceptable to AID that the HOF has initiated the 
rescheduling of its past due payables and long-tenn debt. 

2.	 Conditions Precedent to Disburse.m:nt of Flmds for Technical Assistance 

a. E.Vidence of the selection' of an EXecutive Director or interim 
)?roject manager satisfactory to A.I.D. 

b. E.Vidence of the identification of additional assistance 
satisfactory to· A.I.D. to provide the HOF with. the Ci. 1984 support training 
activities described in the project par.:er technical assistance budget. 

3.	 Conditions Precedent to Disburserrent of Funds for Sub-Project rending 

E.Vidence acceptable to AID that: 

a.	 A market survey has been canpleted to rore specifically target 
HOF's lending operations and to further analyze the II good 
client" profile, and the results of that stud~ have been used 
to foIIl'Dllate iti:L~ roan Policy. 

b.	 A new Collection Policy has been implerrented by the HOF. 

c.	 A new Portfolio Management systan has been implanented by 
the HOF. 

d.	 Effective interest rates have been raised fran 14% to 20% 
for the first year of a loan and 18% for each year thereafter. 

e.	 HOF has rescheduled its past due payables and long-tenn debt 

f.	 HOF has selected a systan satisfactorY to AID to canputerize its operati.o~ 

4.	 Conditions Precedent to Disburserrent of lending E\mds in EKcess of $750,000 

a.	 A detailed two year operating budget. 
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b. Evidence acceptable to AID that substantial progress is 
being made to obtain additional donor assistance to satisfy future loan 
program and operational requirements. 

5. Covenants 

a. Unless otherwise agreed to in writing, the HDF covenants that 
interest and loan repayment on new loans will be calculated on a nonnal 
am::>rtization schedule. 

b. Unless otherwise agreed to in writing, the HDF covenants that 
it will restrict its lending activities to micro-enterprises in the Port
au-Prince area. 

c. Unless otherwise agreed in writing,deficit financing fran AID 
funds will not exceed: 

$117,000 in HDF CY 84
 
$236,000 in HDF CY 85
 
$ 62,000 in HDF CY 86
 

d. Unless otherwise agreed' in writing, HDF covenants ·that it will 
not apply AID deficit financing fuilds to other t:han HDF operational deficits, 
nor loan funds to finance operational e."'Cpenses. 

e. Unless otherwise agreed to in writing, HDF will submit to 
USAID/Haiti m:mthly financial reports to include the following info:cnation: 

1)	 Interest due/interest received per rronth. 

2)	 Principal due/principal received per rronth. 

3)	 New loans made per rronth and to which location in Port-au
Prince. 

4) T.A. fees received on new loans per rronth. 

5)	 Actual versus budgeted expenses per rronth. 

6)	 Payables incurred, due, and paid per rronth. 

f. HDF will engage and finance the !;ervices of an internationally 
reoognized accounting finn to carry out an annual audit of the Foundation's 
operations • 

g. Piny financial assistance to the HDF to support a specific 
program or activity will be reviewed by USAID prior to the signature of 
any agreE:!Ialt with a potential donor institution in order to assure that 
it confollt1S with the goals and pllrlX)se of the AlD-financed project. 
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h. Fran time to time when project issues require it AID will 
attend the HOF Board meeting in an ex-officio capacity. 

6. USAID reserves the right to suspend disbursement of flmds should 
the HOF fail to canply with any of the above conditions or covenants. 

B. Negotiating Status 

The design of the proposed project has been developed in close 
consultation with the HOF. The design team, including the outside 
consultants, spent over four roonths working with HOF Board and staff on 
all planned activities. 

Alth::>ugh USAID/Haiti believes all issues have been discussed with 
the HOF during the design process, owing to the strict conditions set forth 
to bring HOF onto a sound financial footing, the r·ti.ssion is aware that 
further discussions may ensue in negotiating the Cooperative Agreement. It is 
for this reason that disbursement of loan capital to the HOF will not 
begin \ll1.til approximately fOUr." roonths after the project authorization, 'V1hen 
the Mission can assure itself that required training and organizational 
changes have taken place. 
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AID 102H. U·7ZJ PROJECT DESIGN SUMMARY	 Lif. of Project: 
From FY 8-1 to FY J!r,._LOGICAL FRAMEWORK 
Totil U.s. Funding L.9.DO. QO!L 
Date Prepared: Dec. 1983 

Project Titl. 8& Number: Haitian DeyelQllI!61t Foundation. 521-0181 

IMPORTANT '\SSUMPTlO!~SNARRATIVE SUMMARY OBJECTIVELY VERIFIABLE INDICATORS MEANS OF VERIFICATION 
Plolll'am or Seaor Go.l: Th. broaller obj.ctive to 
which this proJ.ct contributes: 
Increase per capita inc::ane and 
employment in Haiti by impl.uving the 
ecooomic prcxiu::::tivity of the micro
business sector 

Project Purpose: 

1. Small business enterprises establiSleC 
and/or strengthened. . 

2. HOF attains greater financial 
viability. 

MMSures of Goal AdIi.\IIlment:
 

Rising anployment and per capita
 - HOF client dossiers 
- Project nonitoring:inc:are in Haiti, and an increase 
- Project evaluationsin overall production. 

I • 

Conditions that will indicate purpose has been 
.eIlleved: End of project stitus. 
1. 1,500 jobs created through -
HOF extended credit. 
2. 30o-350_1~.providedto micro- 
businesses. 
3. Managerial canpetence of
 
targeted beneficiaries upgraded.
 
4. 50% increase in loan collections 
and 15% decrease in operating 
expenses. 

HOP client dossiers 
Project evaluations 
HOf ~erly FeIDrts 
JPIPs 

Assumptions for achieving goal targets: 

-Fconanic conditions rc;l..li.", 
relatively stable. 

-Strong demand for micro
business loans. 

Assumptions for achieving purpose: 

- Rate of rural to urban 
migration remains relatively 
stable. 

- }IDF staff ao:-ct.t ~.d adopt 
newly instituted m~agement 

systems and procedures. 
- App~priate lnanagemcnt
 

assistance can be provided
 
to HOF clients.
 

Outputs:	 Maunitud. of Outputs: 
1. Short and mediun telJll credit and 1. 300-350 loans to micro-businesses 
management assistance pn:wided to totaling $1,500,000. 
eligilile entrepreneurs. 2. Mgmt. assist.a.n:::e provided as 

necessary. 
2. HOF' s operational and managerial 3. Collection procedures improved;systans strengthened. 

sound financial analysis criteria 
adopted and employed; .budget 
forecasting improved; IDrtfolio 
nr:Jrnt. upgraded. 

Inputs: Impl.mentitlon Target (Type and Ouantityl 
($000) 

CY 84 CY 85 CY 86 

1. Capital for Revolving E\md	 750 750 
2. 1ldmi.histrative Costs	 85 150 50 
3. Technical Assistance	 117 236 62 

'!OrAL	 202 1,136 862 

Assumptions for .chievlng outputs: 
- HOF loan records - Small businesses trust and 

- evaluations utilize.IIDF fina'1cial and 
- IIDF ~rly ReIDrts technical assistance 
- JPIPS 

Aaumptions for providing Inputs: 

- Ebrthcaning fWlds fran 
disbursement records. 
PILs; PIOs; Contracts; Grant 

USAID and other donors 
are provided on time 
and in the required • 
anJ:lUl\t. 



COUNTRY CHECKLIST 

Listed below are statutory 
criteria applicable generally to 
FAA "funds, and criteria 
applicable to individual fund 
sources: Development Assistance 
and Economic support Fund. 

A.	 GENERAL CRITERIA FOR COUNTRY 
ELIGIBLITY 

1.	 FAA Sec. 481. ·Has it been 
determined that the 
government of the 
recipient country has 
failed to take adequate 
steps to prevent narcotic 
drugs and other 
controlled substances (as
defined by the 
Comprehensive Drug Abuse 
prevention and Control 
Act of 1970) produced or 
processed, in whole or in 
pa~t, in such country, or 
transported through such 
country, from being sold 
illegally within the 
jurisdiction of such 
country to U.S. 
Government personnel or 
their dependent~, or from 
entering the u.s. 
unlawfully? 

2.	 FAA Sec. 620(c). If 
assistance is to a 
government, is the 
government liable as 
debtor or unconditional 
guarantor on any debt to 
a o.s. citizen for goods 
or services furnished or 
ordered where (a~ such 
citizen has exhausted 
available legal remedies 
and (b) the debt is not 
denied cr contested by 
such government? 

No 

No. 
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3•. FAA Sec. 620(e) (1). If 
assistance is to a 
government, has it 
(including government 
agencies or sUbdivisions) 
taken any action which 
has the effect of 
nationalizing,
expropriating, or 
otherwise seizing 
ownership or control of 
property of u.s. citizens 
or entities beneficially
owned by them without 
taking steps to discharge 
its obligations toward 
such citizens or entities? 

4.	 FAA Sec. 532(c), 620(a),
620(f), 620D; FY 1982 
APpropriation Act Sees. 
512 and 513. Is 
recipient country a 
Communist country? Will 
assistance be provided to 
Angola, cambodia, Cuba, 
Laos, Vietnam, syria,
Libya, Iraq, or South 
Yemen? Will assistance 
be provided to 
Afghanistan or Mozambique
without a waiver1 

5.	 ISDCA of 1981 Sees. 724, 
727 and 730. For 
specific restrictions on 
assistance to Nicaragua, 
see Sec. 724 of the ISDCA 
of 1981. For specific
restrictions on 
assistance to El 
Salvador, see Sees. 727 
and 730 of the ISDCA of 
1981. • 

6.	 FAA Sec. 620(j). Has the 
country permitted, or 
failed to take adequate 
measures to prevent, the 
damage or destruction by
mob action of u.s. 
property? 

NIh 

No 

N/A 

No 
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7.	 FAA Sec. 620(1). Has the 
country failed to enter 
into an agreement with 
OPIC? 

8.	 FAA Sec. 620(0);
Fishermen's protective 
Act of 1967, as amended, 
Sec. 5. (a) Has the 
country seized, or 
imposed any penalty or 
sanction against, any 
u.S. fishing activities 
in international waters? 

(b) If so, has any 
deduction required by the 
Fishermen's protective 
Act been made? 

9.	 FAA Sec. 620(q); FY 1982 
APpropriation Act Sec. 
517. (a) Has the 
government of the 
recipient country been in 
default for more than six 
months on interest or 
principal of any AID loan 
to the country? (b) Has 
th~ country been in 
default for more than one 
year on interest or 
principal on any'u.s. 
loan under a program for 
which the app.ropriation
bill appropriates funds? 

10.	 FAA Sec.' 620(s). If 
contemplated assistance 
is development loan or 
from Economic support 
Fund, has the 
Administrator taken into 
account the amount of 
foreign exchange or other 
resources Which the 
country has spent on 
military equipment? 
(Reference may be made to 
the annual -Taking into 

No 

No 

No 

No 

Yes 
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Consideration w memo: 
wyes, taken into account 
by the Administrator at 
time	 of approval of 
Agency OYB. w This 
approval by the 
Administrator of the 
Operational Year Budget 
can be the basis for an 
affirmative answer during 
the fiscal year unless 
significant ch~pges in 
circumstances occur.) 

11.	 FAA Sec. 620(t). Has the 
country severed 
diplomatic relations with 
the United States? If 
so, have they been 
resumed and have new 
bilateral assistance 
agreements been 
negotiated and entered 
into since such 
resumption? 

12.	 FAA S~c. 620(u). What is 
the payment status of the 
country's U.N. 
ooligations? If the 
country is in arrears, 
were such arrearqges 
taken into account by the 
AID Administrator in 
determining the current 
AID Operational year 
Budget? (Reference may 
be made to the Taking
into Consideration memo.) 

13.	 FAA Sec. 620A: FY 1982 
APpropriation Act Sec. 
520. Has the country
aided or abetted, by 
granting sanctuary"from 
prosecution to, any 
individual or group which 
has committed an act of 
international terrorism? 
Has the country aided or 

No 

Haiti	 is not in arrears 

No 
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abetted, by granting 
sanctuary from 
prosecution to, any
individual or group which 
has committed a war crime? 

14.	 FAA Sec. 666. Does the 
country object, on the 
basis of race, religion,
national origin or sex, 
to the presence of any 
officer or employee of 
the u.s. who is present
in such country to carry 
out economic development 
programs under the FAA? 

15.	 FAA Sec. 669, 670. Has 
the country, after August 
3, 1977, delivered or 
received nuclear 
enrichment or 
reprocessing eqUipment,
materials, or technology, 
without specified 
arrangements or 
safeguards? Has it 
transferred a nuclear 
explosive device to a 
non-nuclear weapon state, 
or if such a state, 
either received pr
detonated a nuclear 
explosive device, af~er 

August 3, 197)1 (FAA 
sec. 620E permits a 
special waiver of Sec. 
669 for pakistan.) 

16.	 ISDCA of 1981 Sec. 720. 
Was the country
represented at the 
Meeting of Ministers of 
Foreign Affairs and Heads 
of Delegations of·the 
Non-Aligned Countries to 
the 36th General Session 
of the General Assembly 
of the U.N. of sept. 25 
and 28, 1981, and failed 

No, 

No 

... 

N/A 
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, to disassociate itself 
from the communique 
issued? If so, has the 
President taken it into 
account? (Reference may 
be made to the Taking 
into Consideration memo.) 

17.	 ISDCA of 1981 Sec. 721. 
See special requirements 
for assistance to Haiti. 

B.	 FUNDING SOURCE CRITERIA FOR 
COUNTRY ELIGIBILITY 

1. Development Assistance 
Country Criteria. 

a. FAA'·Sec. 116. Has the 
Department of state 
determined that this 
government has engaged in 
a consistent pattern of 
~ross violations of 
lnte'rnationally 
recognized human rights? 
If so, can it be 
demohstrated that 
cont~mplated assistance 
will directly be~efit the 
needy? , 

2. Economic support Fund 
Country criteria 

a. FAA Sec. 502B. Has 
it been determined that 
the country has engaged
in a consistent pattern 
of gross violations of 
internationally 
recognized human rights?
If so, has the country 
made such significant
improvements in its human 
rights record that 
furnishing such 
assistance is in the 
national interest? 

Special requirenents have been 
net. 

No 

No 
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b. ISDCA of 1981, Sec. 
725(bl. If ESF is to be 
furnished to Argentina, 
has the President 
certified that (1) the 
Govt. of Argentina has 
made significant progress 
in human rights; and (2) 
that the provision of 
such assistance is in the 
national interests of the 
U.S.? 

c. ISDCA of 1981, Sec. 
726(b}. If ESF 
assistance is to be 
furnished to Chile, has 
the president certified 
that (1) the Govt. of 
Chile has made 
significant progress in 
human rights; (2) it is 
in the national interest 
of the U.S.; and (3) the 
Govt. of Chile is not 
aiding international 
terrorism and has taken 
steps to bring to justice 
those indicted in 
connection with the 
murder of Orlando 
Letelier? 

N/A 

N/A 

~c
 



!IX'	 (2) PROJECT CHECKLIST 

Listed below are statutory 
criteria applicable to projects. 
This section is divided into two 
parts. part A. includes criteria 
applicable to all projects. Part 
B. applies to projects funded 
from specific sources only: B.I. 
applies to all projects funded 
with Development Assistance 
Funds, B.2. applies to Rrojects 
funded with Development 
Assistance loans, and B.3. 
applies to projects funded from 
ESF. 

CROS3 REFERENCES: IS COUNTRY 
CHECKLIST UP 
TO DATE? HAS 
STANDARD ITEM 
CHECKLIST BEEN 
REVIEWED FOR 
THIS PROJECT? 

A.	 GENERAL C~ITERIA FOR PROJECT 

1.	 FY 1982 Appropriation Act 
Sec. 523: FAA Sec. 634A; 
Sec. 653 (b) • 

(a) Describe ho~ 
authorizing and appro
priations committees of 
Senate and House have 
been or will be notified 
concerning the project: 
(b) is assistance within 
(Operational Year BUdget) 
country or international 
organization allocation 
reported to Congress (or 
not more than $1 million 
over that amount)? 

2.	 FAA Sec. 6ll(a)(l). prior 
to obligation in excess 
of $100,00, will there be 

A Cl:>ngressional Notification 
was submitted 

,.\ 
\\... \ 
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(a) engineering, finan
cial or other plans 
necessary to carry out 
the assistance and (b) a 
reasonably firm estimate 
of the cost to the u.s. 
of the assistance? 

3 •	 FAA Sec. 611 (a ) (2 ) • If 
further legislative 
action is required within 
recipient country, what 
is basis for reasonable 
expectation that such 
action will be completed
in time to permit orderly 
accomplishment of purpose 
of the assistance? 

4.	 FAA Sec. 6ll(b): FY 1982 
Appropriation Act Sec. 
501. ·If for water or 
water-related land 
resource construction, 
has project met the 
standards and criteria as 
set forth in the 
principles and Standards 
fbr~Planning Water and 
Related Land Resources, 
dated october 25, 1973? 
(See AID Handboo~ 3 for 
new guidelines.) 

5.	 FAA Sec. 6ll(e). If 
project is capital 
assistance (e.g., 
construction), and all 
u.s. assistance for it 
will exceed $1 million, 
has Mission Director 
certified and Regional 
Assistant Administrator 
taken into conside~ation 
the country's capability
effectively to maintain 
and utilize the project? 

N/A,	 interrrediate credit 
institution 

Key approvals have been 
received. Only final actions 
\llhich are forrnali ty are pending. 

N/A 

N/A 
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6.	 FAA Sec. 209. IS project
susceptible to execution 
as part of regional or 
multilateral project? If 
so, why is project not so 
executed? Information 
and conclusion whether 
assistance will encourage
regional development 
programs. 

7.	 FAA Sec. GOl(a). 
Information and 
conclusions whether 
project will encourage
efforts of the country 
to: (a) increase the 
flow of international 
t~ade; (b) foster private
initiative and 
competition; and (c) 
encourage development and 
use of cooperatives, and' 
credit unions, and 
savings and loan 
associations; (d)
discourage monopolistic
practices; (e) improve 
technical efficiency of 
industry, agriculture and 
commerce; and (f)
strengthen free labor 
unions. 

8.	 FAA Sec. GOl(b).
Information and 
conclusions on how 
project will encourage 
o.s. private trade and 
investment abroad and 
encourage private o.s. 
participation in foreign
assistance programs 
(including use of private
trade channels and the 
services of O.S. private
enterprise). 

No 

Will foster private initiative; 
improve tecimical efficiency of 
indus tI'il' . 

Technical assistance services 
and equipnent will be pJ:OCUred 
f~ UAS. (000) sources. 
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9.	 FAA Sec. 612(b), 636(h); 
FY 1982 Appropriation 
Act Sec. 507. Describe 
steps taken to assure 
that, to the maximum 
extent possible, the 
country is contributing 
local currencies to meet 
the cost of contractual 
and other services, and 
foreign currencies owned 
by the u.S. are utilized 
in lieu of dollars. 

10.	 FAA Sec. 612(d). Does 
the u.S. own excess 
foreign currency of the 
country and, if so, what 
arrangements have been 
made for its release? 

11.'	 FAA Sec. 601(e). Will 
the project utilize 
competitive selection 
procedures for the 
awarding of contracts, 
except where applicable 
procurement rules allow 
otherwise? 

12.	 FY 1982 Appropriation Act 
Sec. 521. If assistance 
is for the production of 
any commodity-for export, 
is the commodity likely 
to be in surplus on world 
markets at the time the 
resulting productive
capacity becomes 
operative, and is such 
assistance likely to 
cause substantial injury 
to u.S. producers of the 
same, similar or 
competing commodity? 

13.	 FAA 118(c) and (d). 
Does the project comply 
with the environmental 
procedures set forth in 
AID Regulation 16? Does 

A substantial contribution in 
relendable loan funds will be 
made by the HOF in support of the 
project. 

No 

Yes 

N/A 

Yes 
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. the project or program 
take into consideration 
the problem of the des
truction of tropical 
forests? 

14. FAA l2l(d). If a Sahel 
proje~t, has a determina
tion been made that the 
host government has an 
adequate system for 
accounting for and 
controlling receipt and 
expenditure cf project 
funds (dollars or local 
currency generated 
therefrom)? 

N/A 

B. FUNDING CRITERIA FOR PROJECT 

1. Development Assistance 
project criteria 

a. FAA Sec. l02(b), 111, 
113, 28l(a). Extent to 
which activity will (a) 
effectively involve the 
poor in, development, by
extending access to 
economy at local level, 
increasing labor-inten
sive production and the 
use of appropriate
technology, spreading 
investment out from 
cities to small towns and 
rural areas, and insuring
wide participation of the 
poor in the benefits of 
development on a sus
tained basis, using the 
appropriate U.s. insti 
tutions; (b) help develop
cooperatives, especially
by technical assistance, 
to assist rural and urban 
poor to help themselves 
towa~d better life, and 

This activity will assist in 
developing all the criteria 
listed in this section, except (e), 

I
; /'
\{ 
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otherwise encourage 
democratic private and 
local governmental 
institutions; (c) support
the self-help efforts of 
developing countries; (d) 
promote the participation 
of women in the national 
economies of developing 
countries and the 
improvement of women's 
status; and ee) utilize 
and encourage regional
cooperation by developing 
countries? 

b. FAA Sec. 103, 103A, 
104, 105, 106. Does the 
project fit the criteria 
for the type of funds 
(functional account)
being used? 

c. FAA Sec. 107. IS 
emphasis on use of appro
priate technology 
(relatively smaller, 
cost-saving, labor-using
technologies that are 
generally most appro
priate for the small 
farms, small businesses, 
and small incomes of the 
poor)? 

d. FAA Sec. 110(a). Will 
the recipient country 
provide at least 25% of 
the costs of the program, 
project, or activitiy
with respect to which the 
assistance is to be 
furnished (or is. the 
latter cost-Sharing
requirement being waived 
for a -relatively least 
developed- country)? 

Yes 

Yes 
", -=-0 

N/A 

f \, 
\ r~·1 

\. ~ 
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e. FAA Sec. 110(b).
Will grant capital 
assistance be disbursed 
for project over more 
than 3 years? If so, has 
justification satis
factory to Congress been 
made, and efforts for 
other financing, or is 
the recipient country
-relatively least 
developed-? (M.O. 1232.1 
defined a capital project 
as -the construction, 
expansion, equipping or 
alteration of a physical
facility or facilities 
financed by AID dollar 
assistance of not less 
than $100,000, including
related advisory,
managerial and training 
services, and not under
taken as part of a 
project of a predom
inantly technical 
assistance character.

f. FAA Sec. 122(b). Does 
the activity give 
reasonable promise of 
contributing to the 
development of economic 
resources, or to the 
increase of productive
capacities and self-sus
taining economic growth? 

g. FAA Sec. 281(b).
Describe extent to whic~ 

program recognizes the 
particular needs, 
desires, and capacities
of the people of the 
country: utilizes the 
country's intellectual 
resources to encourage 

N/A 

Yes 

'!his program. di:tectly addresses 
the first two categories in this· 
section and indirectly the third. 
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institutional development: 
and	 supports civil 
education and training in 
skills required for 
effective participation in 
governmental processes 
esential to self-government. 

2.	 Development Assistance project 
Criteria (Loans only) 

a.	 FAA Sec. l22(b). 
Information and conclusion 
on capacity of the country 
to repay the loan, at a 
reasonable rate of interest. 

b.	 FAA Sec. 620 (d) • If 
assistance is for any 
productive enterprise which 
will compete with u.S. 
enterprises, is there an 
agreement by the recipient .. _ 
country to prevent export 
to the u.s. of more than 
20% of the enterprise's 
annual production during 
the life of the loan? 

c.	 ISDCA of 1981, Sec. 724 
(c) and (d). If for 
Nicaragua, does the loan 
agreement require that the 
funds be used to the 
maximum extent possible for 
the private sector? Does 
the project provide for 
monitoring under FAA Sec. 
624(g)? 

3.	 Economic Support Fund 
project Criteria 

a.	 FAA Sec. 53l(a). Will 
this assistance promote 
economic or political 

N/A . 

N/A 

N/A 

Yes 
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stability? To the extent 
possible, does it reflect 
the	 policy directions of 
E'AA	 Section 1021 

b.	 FAA Sec. 53l(c). Will 
assistance under this 
chapter be used for 
military, or paramilitary 
activities? 

c.	 FAA Sec. 534. ~ill ESF 
funds be used to finance 
the construction of the 
operation or maintenance 
of, or th~ supplying of 
fuel for, a nuclear 
facility? If so, has the 
President certified that 
such use of funds is 
indispensable to 
nonproliferation
objectives? 

d.	 FAA Sec. 609. If 
commodities are to be 
granted so that sale 
proceeds will accrue to 
the tecipient country,
have Special Account 
(counterpart) 
arrangements been made? 

~. -I L . 

No' 

No 

''N/A 



III'	 (3) - STANDARD ITEM CHECKLIST 

Listed below are the statutory
items which normally will be, 
covered routinely in those 
provisions of an assistance 
agreement dealing with its 
implementation, or covered in the 
agreement by imposing limits on 
certain uses of funds. 

These items are arranged under 
the general headings of.(A)
Procurement, (B) Construction, 
and (C) Other Restrictions. 

A.	 Procurement 

1.	 FAA Sec. 602. Are there Yesarrangements to permit 
u.s. small business to 

. participate equitably' in 
the furnishing of 
commodities and services 
financed?	 . 

2 •	 FAA 5ec . 604 (a ) • Will a11 .. -. 
procurement be from the 
u.s. except as otherwise 
det~rmined by the
 
President or under
 
delegation from him? 

f 

3.	 FAA Sec. 604(d). If the Yes
cooperatlng country 
discriminates against
marine insurance 
companies authorized to 
do business in the U.S., 
will commodities be 
insured in the United 
states aga~ marine 
risk wi th s\.:.·..::: a company? 

4.	 FAA Sec. 604(e): ISDCA of
 
1980 Sec • 70S (a ) • I f
 
offshore procurement of
 
agricultural commodity or
 
product is to be
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financed, is there 
provision against such 
procurement when the 
domestic price of such 
commodity is less than 
parity? (EXception where 
commodity financed could 
not reasonably be 
procured in U.S.) 

5. FAA Sec. 604 (g) • Will 
construction or 
engineering services be 
procured from firms of 
countries otherwise 
eligible under Code 941, 
but which have attained a 
competitive capability in 
international markets in 
one or these areas? 

No 

6. FAA Sec. 603. Is the 
shipping excluded from 
compliance with 
requirement in section 
90l(b) of the Merchant 
Marine Act of 1936, as 
amended, that at least 50 
per centum of the gross 
tonnage of commodities 
(computed separately for 
dry bulk carriers, dry 
cargo liners, and 
tankers) financed shall 
be transported on 
privately owned o.s. flag 
commercial vessels to the 
extent that such vessels 
are available at fair and 
reasonable rates? 

No 

.., 

7. FAA Sec. 621. If 
technical assistance is 
financed, will such 
assistance be furnished 
by private enterprise on 
a contract basis to the 
fullest extent 
practicable? If the 
facilities of other 

Yes 
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Federal agencies will be 
utilized, are they 
particularly suitable, 
not competitive with 
private enterprise, and 
made available without 
undue interference with 
domestic programs? 

8. International Air 
Transport. Fair 
Competitive Practices 
Act, 1974. If air 
transportation of persons 
or property is financed 
on grant basis, will u.s. 
carriers be used to the 
extent such service is 
available? 

Yes 

9. FY 1982 Appropriation Act 
Sec. 504. If the u.s. 
Government is a party to 
a contract for 
procurement, does the 
contract contain a 
provision authorizing
termination of such 
contract for the 
convenience of the United 
states? 

Yes 

B. Construction 

1. FAA Sec. 601Ld). If 
capital (e.g., 
construction) project,
will u.s. engineering and 
professional services to 
be used? 

N/A 

2. FAA Sec. 611(c). If 
contracts for 
construction are to be 
financed, will they be 
let on a competitive 
basis to maximum extent 
practicable? 

N/A 
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3. FAA Sec. 620(k). If for 
construction of 
productive enterprise,
will agggregate value of 
assistance to be 
furnished by the u.S. not 
exceed $100 million 
(except for productive
enterprises in Egypt that 
were described in the CP)? 

N/A 

C. Other Restrictions 

1. FAA Sec. l22(b). If 
development loan, is 
interest rate at least 2% 
per annum during grace 
period and at least 3% 
per annum thereafter? 

N/A 

2. FAA SEc. J01(d). If fund 
is established solely by 
u.S. contributions and 
administed by an 
internatioal 
organization, does 
comptroller General have 
audit rights? 

N/A 

3. FAA Sec. 620(h). Do 
arrangements exist to 
insure that United states 
foreign aid is not used 
in a manner which, 
contrary to the best 
interests of the United 
states, promotes or 
assists the foreign aid 
projects or activities of 
the Communist-bloc 
countries? 

Yes 

4. Will arrangements preclude 
use of financing: 

a. FAA Sec. 104(f); FY 
1982 APpropriation Act 
Sec. 525: (1) To pay for 
performance of abortions 
as a method of family 

Yes 
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planning or to motivate 
or coerce persons to 
practice abortions: (2) 
to pay for performance of 
involuntary sterilizatio~ 

as method of family
planning; or to coerce or 
provide financial 
incentive to any person 
to undergo sterilization: 
(3) to pay for any 
biomedical research which 
relates, in wh~le or 
part, to methods or the 
performance of abortions 
or involuntary 
sterilizations as a means 
of family planning; (4) 
to lobby'for abortion? 

b. FAA Sec. 620(g). TO 
compensate owners for Yes 

expropriated nationalized 
property? 

4.,"-'·c. FAA Sec. 660. To ••• ... yes 
prov.ide training or 
advice or provide any 
financial support for 
pol·ice, prisons, or other 
law enforcement forces, 
except for narcotics 
programs? f 

d. FAA Sec. 662. For Yes
CIA activities? 

e. FAA Sec. 636(i). For Yes 
purchase, s~le, long-term 
lease, exchange or 
guaranty of the sale of 
motor vehicles 
manufactured outside 
O.S., unless a waiver is 
obtained? 

• 
f. FY 1982 Appropriation Yes 
Act, Sec. 503. To pay 
pensions, annuities, 
retirement pay, or 

, 
. ,\\),\ 

\ '. 
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adjusted service 
compensation for military 
personnel? 

g. FY 1982 Appropriation 
Act, Sec. 505. TO pay
U.N. assessments, 
arrear ages or dues? 

h. FY 1982 Appropriation
Act, Sec. 506. TO carry 
out provisions of FAA 
section 209(d) (Transfer 
of FAA funds to 
multilateral 
organizations for 
lending)? 

i. FY 1982 APpropriation
Act, Sec. 510. To 
finance the export of 
nuclear equipment, fuel, 
or technology or to train 
foreign nationals in 
nuclear fields? 

j. FY 1982 Appropriation 
Act, Sec. 511. Will 
assistance be provided 
for the purpose of aiding
the efforts of the 
government of such 
country to repress the 
legitimate rights of the 
population of such 
country contrary to the 
Universal Declaration of 
Human Rights? 

k. FY 1982 Appropriation 
Act, Sec. 515. To be 
used for publicity or 
propaganda purposes 
within u.S. not 
authorized by Congress? 

/; '"')--. 
'-- ,- I, .f.-. 

Yes 

Yes 

Yes 

No 

Yes 

/

c\'-),/ . 
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TlaN caP'Ae ANNEX D 

FONDATION HAITIENNE DE DEVELOPPEMENT 
HAITIAN DEVELOPMENT FOUNDAJION 
FUNDACION HJ\ITIANA DE GESAROLLO 

Conseil 
d Administr~!lon.. 

JltIIn-Frec'ric Sale. 
Pr~Sldl:lnt 

ClitUdll Ouvel 
VIce- President 

Colene Hell 
Se::retllre-Tresorier 

Piane Armand 
DlreCfeur Exilcutif 

'::'on:.eihers 

Roland Acra 

O."i.1 GodefToy 

Georoe. Nicolai 

Freni<JinPolicllra 

Cherie. Clermont 

10 n g t e r m goa 1 to inc rea s e per cap ita and em p loymen tin 
Ha i t i by prov i din gad d i t ionall 0 an cap ita 1 for 0 n 1 end in g 
while strenghtening its institutional capabilities. In 
t his man n e r HDF will ad res sma j 0 r con s t r a in t s whi chin h i bit 
microbusiness growth in Haiti. 

The Haitian Development Foundation will contribute its 
loan portfolio (approximated $900.000) to the project. 

The purpose of this letter is to request from AID a 
grant of two million two hundred thousand dollars ($2.200.000) 
to assist HDF in implementing this program, 

We hope that this request will result in a positive res
ponse from AID, and will provide us with the technical and fi
nancial support to pursue an endeavor which has proven so be
neficial to a large segment of the Haitian population. 

With our best personal regards. 

Godef"roy

a- .~ 

Mr. Ha rIan Hob goo d 
Director 
USAID Hission to Haiti 
P.O. Box 1634 
P0 r t - a u - Pr inc e, Ha i t i 

Dear Mr. Hobgood, 

It took many years 
the Hattian Development 
leading Institution in the sphere of microbusiness sector 
development in Haiti. In this difficult endeavor, HDF has 
been consistantly support~d by USAID the Phase TV project 
is one of the outcomes of this collaboration. 

The purpose of the project is to contribute to HDF's 

July 11, 

and a lot of efforts to 
Foundation (HDF) and pe~~~__~~~~-=~ 

ACTION TAKEN 

RS 

Darn.el ,.. 

.



ANNEX E
 

CERI'IFICATION RJRSUANr TO S~ION 

611 (e) OF THE FOP.EIGN ASSISTANCE 

lCr OF 1961, AS AMENDED 

I, Harlan H. Hobgocx:i, the principal officer of the kJency for International 
Deve10pnent in Haiti, having taken into account, anong other factors, the 
maintenance and utilization of projects in Haiti previously financed or 
assisted by the United States, do hereby certify that, in my judgement, the 
Haitian Developnent Foundation in Haiti has both the human resources and 
financial capability effectively to maintain and utilize the grant capital 
assistance project: Haitian Deve10pnent Foundation, 521-018l. 

This judgement is based, anong other things, utx>n the camti.tment of the 
private sector in Haiti to the project as evidenced by the substantial 
loan tx>rtfolio contribution, the continuing voluntary support of the Board 
of Directors and General Assembly; and the substantial technical assi.stance 
to be made available within the project to assure sound institutional 
management. 

Harlan H. .Ho~..:lollo"--.!. 
Director U 
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-------------------------------------------------------------------------------------------------------------

'llIE BAS'..i: c.l\Sl:- '!HIS F'INAOCIAL STA'ID':mI' IS 'IRE mE USED IN '!HE Pmm:::T PP.PEF 

================~==:;~====~=;===~;=~====~====~~~~=====~===:====================== 

HUF FIN,:.;NCIAL SiA1EI'U:.Nr t, EXPLAI-ltHOkY NOTES 
=============~=====================;~===~=;~=~==~=====~========================== 

HDF FINANCIAL STATEMENT, ($000) 

---------------------------------------------------------i--------~-----------------------------------------
1983 (1) 1984 1985 1986 1987 1988 1989 1990 

LOAN PORTFOLIO 
BEG. OF YEAR NET PORTFOLIO 484 7(1~5 828 1404 2507 2640 2954, 3723 
~JI1 CGNTn I L'UT I ON (2i 145 90 /.~:) 75.) (I 50t) 500· 500 
OTHER CONTRIBUTIONS (2) 155 135 0 500 300 0 500 300 
RE-LENT PRINCIP:\L (3) 25 73 160 280 535 587 668 828 

(4)BAD DEBT FUND -81 -100 -174 -147 -167 -186 -231 -268 
END YEAR PORTFOLIO (5) 703 828 1404 2507 2640 2954 3723 4255 
AVERAGE PORTFOLW (6) 594 766 1116 1956 2574 2797 3338 3989 

I NC0l1E FROM PORTFOLIO
 
INTEREST (7)
 79	 70 210 405 408 446 592 656 
LA. FEES (8)	 6 ,r, 18 31 17 22 33 33 
RESTRICTED FUNDS (9) 38 11 0 c) c) 0 0 0 
TOTAL I NCOI"IE 123 87 . 228 436 425 468 625 689 

FIXED EXPENSES
 
PAYROLL ( 10) 221 242 201 226 242 258. 277 296
 
OPERATING EXPENSES ( 11) 151 100 64 70 77 85 94 103
 
INTEREST ON HDF LOANS (12) 7 32 32
 40	 47 47 52 32 
DEPRECIATION FUND (13) 13 13 13 13 13 13 13 13 

VARIABLE	 EXPENSES
 
BAD DEBT RESERVE FUND (14) 81 10.) 174 147 167 186 231 268
 
COLLECTOR'S COMMISSIONS (15) 0 I) 6 10 14 15 19 22
 

TOTAL EXPENSES	 473 487 489 506 560 6')6 '685 734 
==_=============_===~=c_===_================================================================================ 
NET INCOME	 -350 -400 -261 . -70 -136 -138 -60 -45 
===============================================;===================================~==~===================== 

..,c- ..,'"LOCAL FUNDRAISIN6 25 63 _.J ,L.J 25 25 25 25
 
(t1EMBERSH~r:- FEES, ANNUAL BALL>
 

EXCESS OR DEFICIT	 -325 -337 -236 -45 -111 -113 -35 -20 1"\ 
\ 

DEFICIT FINANCING (16)	 325 220 236 45 111 113 35 20 
~	 ~ 
PEND BALANCE	 0 -1 J 7 n I) I) II II () 
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Notes	 in EXplanation of the Base case FinarlCial Statanent 

N.B.	 When determining both t.a. fees as well as collectors cormli.ssions, 
it has been assumed. that all contributions + re-lent principles 
will be lent out in the given year in question. MJreover it is 
assumed that the average loan is for four (4) years which coincides 
with the present HDF portfolio. 

(1)	 1983 figures are taken fran the 1982/83 HDF Annual Rer:ort. 

(2)	 Estimated Contributions 

(3)	 Collection factor is 50% for 1983 & 1984, 60% in 1985, 70% in 1986,
 
and 80% in 1987 onward. 1983 figure is actual; 1984 figure is actual;
 
1985 (1984 end-year PJrtfolio x 15%) + (1983 end-year PJrtfolio x 3%) +
 
(1982 end-year portfolio x 3%); 1986 = (1985 end-year PJrtfolio x 17.5%) + 
(1984 end-year PJrtfolio x 2.25%) + (1983 end-year portfolio x 2.25%); 
1987 = (1986 end-year portfolio x 20%) + (:;,.985 end-year PJrtfolio x 1.5%) 
(1984 end-year por':.lolio x '1.5%) • 

(4) Bad debts for 1983, 1984, and 1985 10% of (Beginning of Year EQrtfolio + 
Total	 Contributions + Re-1ent Principal), and fran 1986 onward = 5% of 
(Beginning of Year EQrtfolio + Total Contributio~ + Re-Ient Principal) • 

(5)	 End-Year EQrtfolio = (Beg. Year EQrtfolio + Total Contributions - Bad
 
Debt Fund).
 

(6)	 Average PJrtfolio equals beginning of year portfolio + end of year
 
PJrtfolio divided by 2. '
 

(7)	 Ebr the years prior to 1985, interest rates were 13% on average. As of
 
1985, interest = 14% + 4% Guarantee FLmd Fee or 18% in total. Collection
 
factor 50% for 1983 & 1984; 60% in 1985; 70% in 1986; and 80% in 1987
 
and thereafter.
 

1983	 interest = actual; 1984 interest = actual 

1985 = (Total Contributions + Re-Ient Principal in 1985) x 18% + (Total 
Contributions + Re-lent Principal in 1984) x 13%) x 75% x 60% + (Total 
Contributions + Fe-lent Principal in 1983) x 13%) x 50% x 60%) + (Total 
Contributions + Re-1ent Principal in 1982) x 13%) x 25%) x 60%) + (Total 
Contributions + Re-lent Principal in 1981) x 13%) x 150%) x 30%); 

1986 = (Total Contributions + Re-1ent Principal in 1986) x 18%) + 
(Total Contributions + Re-lent Principal in 1985) x 18%) x 75%) x 70%) + 
(Total Contributions + Re-1ent Principal in 1984) x 13%) x 50%) x 70%) + 
(Total Contributions + Re-1ent Principal in 1983) x 13%) x 25) x 70%) + 
(Total Contributions + Re-1ent Principal in 1982) x 13%) x 150%) x 30%); 

1987	 = (Total Contributions + Re-1ent Principal in 1987) x 18%) + (Total 
Contributions + Rs-1ent Principal in 1986) x 18%) x 75% x 80%) + (Total 
Contributions + Re-1ent Principal in 1985) x 18%) x 50%) x 80%) + (Total 
Contributions + Re-1ent Principal in 1984) x 13%) x 25) x 80%) + (Total 
Contributions + R9-1ent Principal in 1983) x 13%) x 150%) x 30%); 

, I, '. 
•( . l' 

t, , \" ./ 



• 
".... 

I~· +. 

This formula is repeated for future years with the collection
 
factor reflected accordingly.
 

(8)	 T.A. Fees = 2% x (Total Contributions + Re-lent Principal) for any
 
given year.
 

(9)	 'lhese are funds lent to the HDF by international organizations in 1983
 
& 1984 - the funds were for programs not to be refunded.
 

(10)	 Payroll figures for 1983 and 1984 are actual. The 1985 payroll figures 
(which include all social benefits 17% of salary) are taken frc:m the 
new organizational chart prop:::>sed for 1985. Fran 1986 onward, the 
payroll will increase ty 7% per annum. Moreover, in 1986 an additional 
Loan Officer and an additional Collection Officer will be added, 
increasing the annual payroll by $10,000 before the 7% annual payroll 
increase. Fran 1986 onward Operating EXpenses are to increase by an 
inflationary factor of 10% per annum. 

(11)	 HDF loans total $819,500: BID - $500,000 due by March, 2021; EDI 
$239,000 due by May; 1988; PADF - $37,500 due by February, 1990; and 
PADF (T.A.) - $43,000 due bv 1985. 

,	 
(12)	 The Depreciation Fund covers mainly furniture for the HDF office. 

(13)	 See (4) arove. 

(14)	 The Collector I s COrcmi.ssions are set at 1. 5% x (interest plus principal 
collected (which equals re-lent principal) in the given year) . 

(15)	 This has been funded fran numerous sources in the past, including AID. 
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SENSITIVITY J\NALYSIS 

The following projections contain the various sensitivity analyses conducted 
for the project. 

(L :\"1 J
• i 

I) 
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-------------------------------------------------------------------

.. . 
'=========~~=s====================_=============================~=======~============;============= 

LOAN PORTFOLIO . 
~EG. OF YEAR NET PORTFOLIO
 
AID CONTRIBUTION (2)
 
OTHER CONTRI~UTIONS (2)
 
RE-LENT PRINCIPAL {3)
 
BAD DEBT FUND (4)
 

-.... END YEAR PORTFOLIO (5) 
) AVERAGE PORTFOLIO (6) 

I
 

INCOME FROM PORTFOLIO
 
INTEREST (7)
 
T.A. FEES (8) 
RESTRICTED FUNDS (9) 
TOTAL INCOHE 

FIXED EX~ENSES 
PAYROLL HOI 
OPERATING EXPENSES (11) 
INTEREST ON HDF LOANS (12) 

DEPRECIATION FUND (13) 
VARIABLE	 EXPENSES
 

BAD DEBT RESER\;E·FUNil <:4)
 
COLLEC mF. 7 S CON!'I! 551 orols ~ 1S 1
 

TOTAL EXPENSES 

SENSITIVITY ANALYSIS: INTEREST RATES REMAIN AT 13% 
I============~==================================================================;=================== 

HDF FINANCIAL STATEMENT, ($000) 

~, 

1983 (1) 198'1 1905 19136 1987 1988 1989 1990
 
• 

484 703 828 . 10104 2507 2640 2954 3723
 
145 9,) 750 750 I) 500 500 500
 
1SS 135 I) 501.' 300 0 500 30')


;,25 73 160 280 :)35 587 668 828
 
-81 -100 -174 -147 -167 -186 -231 -268
 
703 028 1-l0t~ 2507 26110 2954 3723 _OJ ....
 4r~r.:

° 594 766 1116 1956 2574 2797 3338 3989
 

79 70 165 .305 30~ 327 427 474
 
b 6 18 31 1:' 22 .33 33
 

38 11 Ij 0) () 0
0 0
 
123 87 J83 33~ 3J9 349 461 506
 

?'-"221 ~42 201 -~;:» 2'12 258 277 296
 
151 1(11) 6-1 7i., 11 35 9'; 103
 

7 3L ::;:;.: 4':' 4/ 47 52 32
 
c

IS	 1':- n 1._'" u; 13 13 13
 

I
 
81 11.).) 1 hi l~! ;~ 167 186 231 268
 

.) ;) :' I, '/ 15 14 16 20
 
ce.: ••47.';	 "18; .:18°7 ::;.)::; "-'., , ~l)" 693 731
 

===================--=====:===--==-=:':-======:'==-==-==.;::::==-='====-==_.:=:::::==::=--=-======-====-=====::.====================== 
NET INCOME	 -·350 -·10n -..Jnl.J -16...· -:'<:40 -255 -222 -225 
==,,::=c:~=====,::--:======-======-=======-===,==:::::;==.;;;..;===.::::_.;=::;::-:.:;=--===;..::::.::;:::=:::..::;::=;==:::::=:.:=====:============================= 

. ~.::	 'h-= '").:-LOCAL FUNDRAISINGo ~5 6.3 _oJ ~5 ~5 ...... ••..J 25
 
(MEH~EFcSHIP FEES, ANNUriL lIFtLL)
 

EXCESS OR DEFICIT	 -·$·L5 - ::..31 - .::'81 _, -1"" -L15 -230 -197 -200. 
200
DEFICIT FINANCING Obi	 .~·:~5 ~~!. /8J J 4 .. ~ ~1 :'i 230 19'/ 

~ 
... 

"I	 IiEN!) uALHNL:E. ~	 .. °'111 .:::.J 'J l.I (J 
\ 

€ ' 
:--	 Ci 
c-~· ,., 

-"j	 
\"...0 • III	 ,- - ---. -- -- ="==.:: -- --_....• _... _._-- --- _.._-- ---_._- --- 



==========================================~=======~=======~~=~====~=====~============~============= 

SENSITIVITY ANALYSIS: COLLECTION RATES REMAIN AT 60% FOR INTER~ST, 50% FOR PRINCIPAL 
~===,=--;==========~============================================================================== 

HDF FINANCIAL STATEMENT, ($000) 

r-------------------------------------------------
1983 (1) 1984 '1985 1986 1987 1988 19~9 1990 

----------------------------------------------------------------------------------------------------------~-

LOAN PORTFOLIO 
6E6. OF YEAR f~i::.T PORTFOLIO 484 703 820 1406 2512 26:53 2973 3748 
AID CnNTRIBUTION (2) 145 90 750 750 0 500 500 500 
OTHER CONTRiBUTIONS (2) 155 135 .) 500 300 0 500- 300 
RE-LENf PRINCIPAL (3) 25 73 139 222 381 449 527 637 
BAD DEBT FUND (4) . -81 -100 -172 -144 -160 -180 -225 -259 . 
END YEAR PORTFOLI~ (5) 703 828 1406 2512 2653 2973 3748 4288 
AVF~A6E PORTFOLIO (6) 594 766 1117 1959 2583 2813 3360 4018 

I NCOI"IE FROM PORTFOLIO 
(7)INTEREST	 79 70 207 378 315 347 486 547 

T.A. FEES (8) 6 6 18 29 .14 19 31 29 
RESTRICTED FUNDS (9) 38 11 0 0 0 0 0 0 
TOTAL INCOME 123 87 224 407 328 366 516 576• 

FIXED EXPENSES 
PAYROLL (10) 221 242 201 226 242 258 277 296 
OPERATING EXPENSES U1> 151 100 64 70 77 8::J 94 103 
INTE~EST Ot~ HDF LOANS 7 32 -.>.:. 40 47 47 52 32(12)	 -... 
DEPREC IATION FUND (13) 13 13 13 13 13 13 13 13 

VARIABLE	 EXPENSES 
BAD DEBT RESERVE FUND (14) 81 100 172 144 160 180 225 259 
COLLECTOR'S COMMISSIONS (15) 0 0 5 9 10 12 15 18 

TOTAL EXPENSES	 473 487 4l:31 5.)2 549 596 .675 721 
======================~=======~==================___;====;========c==================================;===== 
NET INCOME	 -350 -400 -263 -95 -221 - -230 -159 -145 
===================--======================================================================================== 
LOCAL FUNDRAISINa	 25 63 25 25 25 25 25 25
 

(MEMBERS~IP FEES. ANNUAL BALL)

-.

•	 .
-196	 -205 -134 -120EXCESS OR DEFICIT -325 -337 -238 -70	  \ ~ 

120DEFICIT FINANCING (16)	 325 220 238 70 196 205 134 ~ 

~END BALANCE	 0 -117 0 0 0 0 0 0 
r-



========'=-=:==-"""'._-'====~=========-==~=:';';:::-::==';:=-==:=='='=;:'==-==:'::=~=~=-====:.;=-:::====:;-:;;:=~::==:;====-:.:=::-=-====~=====-=== 

SENSITIVITV I..'JALVSIS: BAD DABT REMAINS AT 107. 
=====--=--==-~~==================================--=============~=====;=~;====:=;=~=====;========= 

HIiF F INANCIAL STA"EMENT~ ($0.)0) -. 

---------------------------------_._--------------------------------------------------
1983 (1) 198-1 1985 1986 1987 1988 1989 1990 

1.OAN PORTFOLIO 
BEG. OF VEAR NET POR:FOLIO 484 703 028 1404 2361 2344 2507 309<; 
AID CONTRIBUTION (2) . 145 90 750 ,50 (I 500 500 500.OTHER CONTRIBUTIONS (2) 155 135 I) SCllj 300 0 500 300 

C;*.:>L."RE-LENT PRINCIPAL (3) 25 73 160 28•.J 50b OJ_OJ 572 693 
BAD DEBT FUND (4) -tH -100 -174 -293 -317 -.'537 -408 -459•END YEAR PORTFOLIO (5) 703 82~ 1404 2361 2344- 2507 3099 3440 
AVERAGE PORTFOLIO (6) 594 766 1116 188:': 2352 2-126 2803 3270 

-INCOME FROM PORTFOLIO 
INTEREST (7) 79 70 ~lu 40::; 4')3 4.32 566 616 
T.A. FEES (8) 6 6 18 31 . 16 21 31 30 
RESTRICT£D FUNDS (9) 38 11 ..' 0 0 0 0 0 
TOTAL INCOME 123 87 ~28 <)36 419 452 5~7 645 

FIXED EXPENSES
 
PAYROLL (10) 221 242 -:')! 22c. :!42 ~58 277 296
 

-(j~OFERATING EXPENSES <1 U 151 100 70 77 85 94 103 
INTEREST ON HDF LOANS (12) 7 3~ "., -10 ..7 47 0<:'" -'.J-"-	 oJ'£' ~-

1 -.. DEPf<EC I ATI ON FUND <13" 13 1"'> --" 1"'--' 1:;) 1"'" J3 13'J 

VARIABLE	 EXFENSES
 
BAD DEaT RESERVE FUND (14) 81 h'(' II-J 2'-/3 317 33/ 408 459
 
COLLECTOf( • S COliH I SS I 01-15 U5 ) V 0 1 (, 1q 1<1 1 7 21.)
'J 

TOTAL EXPENSES	 473 487 -fb.;' I ,,5:3 709 7:55 860 923 
=== - _ _ ~:=;==:======_~==========~~~;~===:==~=~_l=~=-==::=;=~~=~======~======_=============== 

NEl INCiltE	 -35(· -'1(-(1 -'-':01 -::1., -2']1 -3'.J·5 -263 -277 
====:=====-====~=~~==~===~==~=-==~=~~==-~=;~~~~~~~~~=~====-=~;~~:====~========~============= 

4 _--.c	 '.c- .... .,1L..0;'--:-LOCAL FUNDRAISING ..:.,J \.,....,) )'" 
-'-oJ 25 _oJ
 

(f'tEtI6EI1SHIP FEES, ANNUtu- BALL)
 
.""	 

-~-
25 

EXCESS OR DEFICIT	 -32::1 -~3i -~jCt -1"i2 -200 -:aa -238 -252.. 
,,-.. ")e'?IiEFICIT FINANCING (16)	 325 221:.- ~..;.v l Q -:' 2bo 27B 2.:sa _oJ_ 

END BALANCE	 I} -117 ., I,' (I .) (I 0 

~ 
-(,.~ 

'7\ 
~'-: 

I • ---~--.;;-;;-------------- .. -
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=;;::::-- - - -==========:.:=:::===. ~-::==~-;:'~:--:"":... :.-:::--~,,=-=. ...... ':." - -=.+ 0=-:-':":-, :-:::.-:::-::::.~-===-::::-::.=:: 

SENSiTIVITY ANALYSIS: !NI~hE~1 I(Ar~6 hl::.H.Uhl HI 1~:·•• ~< LULLL:.I~11UN RAlcti 1,l:.rliHN 
AT 607. FOR INTEREST, 501. FOR PklNL:IH,L 

=======~=-===~==-===========-;:-==:::;===.::...~::.==.=-::::.:::.:=========~====.===:================= 

HDF FINANCIAL ST';TENENT, ($1)1)1) 

----------------------r------------------------~-------~-------~------
1983 (1) 1984 , 1985 1986 1987 1988 1989 1990 

LOAN PORTFOLIO
 
BEG. OF YEAR NET PORTFOLIO 484 703 828 1406 2512 2653 2973 3748
 
AID CONTRIBUTION (2) 145 90 750 750 0 500 . 500. 500
 
OTHER CONTRIBUTIO~S (2) 155 135 '0 500 300 O· 500 300 
RE-LENT PRINCIPAL (3) 25 73 139 222 381 449 527 637: 
BAD DEBT FUND (4) -81 -100 -172 ' -144 -160 -180 -225 -2~9 
END YEAR PORTFOLIO (5) 703 828 1406 2512 2653 2973 3748 42E18 

:::.AVERAGE PORTFOLIO (6) 594 766 1117 1959 2583 2813 3360 4018 

INCOl'IE FROI1 PORTFOLIO -INTEREST (7) 79 70 162 284 234 255 351 395 
T.A. FEES (8) 

~ 

6 6 18 29 14 1'7 31 29 
RESTRICTED FUNDS (9) .38 11 0 0 I) I) 0 I) 

TOTAL INCOtE 123 87 18(. 313. 248 274 381 424() .!. 

FIXED EXPENSES
 
PAYROLL (10) 221 242 . 201 226 242 258 277 296
 
PPEP.ATING ~~PS~ES ,:1) 151 10') l ... 70 77 8S" 94 103
 
INTEREST ON HDF LOANS (12) 7 ....? 32 40 47 

u 47 52~- ~ 32
 
DEPREe IATI ON F1.JND ( 13) 13 . 13 13 13 13 13 13 13
 

VARIABLE-EXPENSES
 •" BAD DEBT RESERVE FLIND (14) 81 100 1-'''',- 144 160 160 225 259 
COLLECTOR'S COMMISSIONS(15) 0 0 L- 8 9 l 11 13 15oJ 

TOTAL EXPEJ~S 473 487 486 501 548 594 673 .0; 719
 
~=-=---====================================-===========================~:==~==========
 

NET INCOI'£ -350 -JlOO -306 -187 -31)0 -320 -292 -295
 
===== ===== -==-~-============~======================================================================
 

LOCAL FUNDRAISING 25 63 25 25 25 25 25 25
 
.(ttEttBERSHIP FEES. ANNUAL BALL)
 

;1EXCESS OR DEFICIT -325 -337 -281 -162 -275 -295 -267 -270· 
~ 

"':t'J.~ 

-":'
DEFICIT FINANCING (16) 325 220 281 162 275 295 267 270 

0~END BALANCE 0 =117 I) 0 0 (I 0 
~ 



. '1'" 

SENSITIVITY ANALYSIS:	 BAD D';1:I1 FiE....HNS A I J (I;~ t< COLLE.. C I 11.llJ litil ES kEi"Ji\lN AT 
61)'l. FUIi I N1Ef,ES r. 50% FOR PR I NC I f'AL 

====-=====-===========================~=========================;==;=============================== 

HDF FINANCIAL STATEI1ENT. ($1)(11) 

-------------------------------------------------------~---------------------------------------------------
198,3 (1) 1984' 1985 1986 1987 19C:J 1989 1990 

LOAN PORTFOLIO 
BEG. OF YEAR NET PORTFOLIO 484 7('3 8:'::8 .14')0 ~368 2365 2538 3138 
4![) CONTI': T Bt~l ION (::) 14::5 90 •. :..=;,:. 7~1I I) ~l)O 50(.1 50u 
OTHER CONTR I BunGNS (2) 155 135 0 50l) 30C) I) 500 300 
RE-LENT PRINCIPAL (3) 25 73 139 222 :563 409 459 539 
BAD DEBT FUND (4) -81 -100 -1'/2 -288 -303 -327 -400 -448 
END YEAR PORTFOL:IO (5) 703 828 1406 2368 Z:-65 25·38 :3138 3490 
AVERAGE PORTFOLI~ (6) 594 766 1117 1887 2367 2452 2838 3314 

INCOt'lE FROM PORTFOLIO 
INTEREST (7) 79 70 207 378 311 338 469 522 
T.A. FEES (8) 6 6 'llJ 2'1 13 18 29 27 
RESTRICTED FUNDS (9) 38 11 (I (J (I 0 0 0 
TOTAL INCOME 123 87 224 407 325 356 499 548• 

FIXED EXPENSES ..,..,.PAYROLL (10) 221 2·12 2·)1 _.:.0 242 2~8 277 296 
OPERATum EXPENSES (11 i 151 1(11) b'1 7') 77 85 9~ 103 

-.~..,INTEREST ON HDF LOAf.lS (12) 7 ....- :~·2 40 47 ·17 5~ 32 
DEPRECIATION FUND (13) 13 13 13 1-..;, 1:5 13 13 13 

VARIABLE EXPENSES • 
BAD DEBT RESERVE FUND (14) 81 100 172 288 30.3 327 400 448 

toCOLLECTOR'S COMMISSIONS (15) 0 I) oJ 9 10 11 14 16 
TOTAL EXPENSES 473 487 487 646 692 742 IH9 908 
~=================C=;2============~===========~===========;============~=;========:===:~:=================== 

NEr INCOME	 -350 -400 -26·3 -:':39 -368 -386 -35() -359 
==============================~=========~=~=~=============~~~~=====~~====~========~======:===;============= 

..,c:-	 ~ ,I.:'"'coLOCAL FUNDRAISlNG	 ':'oJ 63 25 .:. ... :':5 "LJ 25 25 [-. 
( t1EI1BERsH.IP FEES, ANNUAL BALL)	 . \ -
EXCESS OR DEFICIT -325 -337 -238 -214' -:543 -361 -325 -334 

(", 
., 

DEFICIT FINANCING - END BALhNCE 

(16) 325 

I) 

220 

I 1 ~. 

2 ..;.1;) 

II 

214 

II 

343 

" 

361 

,', 

~ .........
oJ"'-.J 

,', 

334 

,', 



=============================:=.;~=~,;.;:.:.:...;.:....:.=-:;.=~:;,;,.:;;:,;..::...;.:..:..:...:;.;::::.,;;,:..;.~.;....=~-; ~~:.-==========:::;===.=========::;.=;:======== 

SENSITIVITY ANALYSIS: INTEREST RATES REN..UN fir 1:!·% Br-iD DEB r REI-IA I (liS ii1 lOX 
=---- --===================================~=======~========;~=~=========================;:========= 

HDF FINANCIAL STATEMENf, (~OOO) 

---------------------------------------,----------------------------------------------------
1983 (1) 1984 \ 1985 19136 1987 1988 1989 1990 

-----------------------------------------------------------------------------------------------------~------

LOAN PORTFOLIO 
BEG. OF YEAR NET PORTFOLIO 484 703 828 1404 2361 2344 25(1] 3099 
AID CONTRIBUTION (2) 145 90 750 750 0 500 500 500 
OTHER CONfRIBU~IONS (2) 155 135 0 5iX) 3ul) 0 500 300 
RE-LENT PRINCIPAL (3) 25 73 160 280 506 525 572 693 
BAD DEBT FUND (4) -81 -100 -174 -293 -317 -337 -408 -459 
END YEAR PORTFOLIO (5) 703 8~a 1404 2361 2344 2507 3099 3440 
AVERAGE PORTFOLIO (6) 594 766 1116 1882 2352: 2426 ·2803 3270 

INCOME FRor'l PORTFOLIO 
INTEREST (7) 79 70 165 305 298 317 409 445 
LA. FEES (8) 6 6 18 31 16 21 31 30 
RESTRICTED FUNDS (9) 38 11 OJ 0 0 0 I) I) 

TOTAL INCOME 123 87 U:13 -, .... c 
...;,.~~ 314 337 440 474 

FIXED EXPENSES 
PAYROLL (10) 221 242 201 226 242 258 277 296 
OPERATING EXPENSES <11> 151 l(u) 64 7.) 77 -85 94 103 
INTEREST ON HDF LOANS (12) 7 32 .32 40 4/ 47 52 32 
DEPRECIATION FUND (13) 13 13 13 1:5 13 13 13 1·3 

VARIABLE	 EXPENSES 
BAD DEBT RESERVE FUND (14) 81 100 174 295 317 337 408 459 
COLLECTOR'S COMMISSIONS (15) l) I) ~j ./ 12 . 13 15 17 

"'L-·rTOTAL EXPENSES	 473 487 48'"1 651 701::1 I..J •.;) 8~J8 920 
=============================;:=;===========:=============:==;=~==~==~=~========~~~=~=::====~;==============~ 

NET INCOME -4(1) -316 -3~3 -416 -418 -446 
========================:===;:====;========================~=====~~~===~=======~===============;:============= ....,.LOCAL FUNDRAISING	 25 63 ""'" 25 25 25 25-'-oJ	 .....I 

(HEMBERSHIP FEES, ANf.lUAL BALL> 

EXCESS OR DEFICIT	 -325 -337 -:::81 -291 -368 -:591 -393 -421 

_.
 
,\ 1 

-
-
". 

r DEFICIT FINANCING (16)	 325 220 28 1. 291 368 391 393 421'::..;,,'" , 

oJ':::..: 
f"ND'BALANCE	 0 -117 .1 () I) CJ (I c) 
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:==~==========================-::-.::::.:. .=.=;::...:;..-_.:--:.---:. =-,-- ':"_~.:: -.:.=.- ~ -=-=:.: _.-_.- -- - - .~- - ---

SENSITIVITY ANALYSIS: INTEF-:ES r F,Hl ES f~EHHItt AT 1 :;:~. BraD LoElI r hU-IAINS A-I j.),1-,
 
& COLLECTION RATES REMAIN AT 60% FOR INT~REST, 50'l. FOR PRINCIPAL
 

======~============================:========;====================~===============================
 

HDF FINANCIAL STA1El'IENT, ($(11)(1) 

----------------------------------------,--------------------------------------------------
1983 (1) 1984 11 ~85 1986 1987 1S'88 1989 1990 

---------------------------------------------------------------------------------------------------------~--

LOAN PORTFOLIO
 
BEG. OF YEAR NEf PORTFOLIO 484 703 82l:1 1406 2368 2365 2538 3138

AID CONTRIBUTICN (2) 75ft
145 90 750 0 500 500~ 500 
OTHEJi CONTRIBUTIONS (2) 155 135 iJ ~jOO 300 0 500 300 
RE-LENT PRINCIPAL (3) 25 73 139 222 - 363 409 459 539 
BAD DEBT FUND (4) -81 -100 -172 -288 -303 -327 -400 -448 
END YEAR PORTFOLIO (5) 703 828 1406 :!:568 2365 2538 3138 3490 
AVERAGE PORTFOLIO (6) 594 766 1117 1887 2367 2452 2838 3314 

INCOME FR0l1 PORTFOLIO
 
INTEREST (7) 79 70 162 284 232 249 339 377
 
T.A. FEES (8) 6 6 18 29 13 18 29 27 
RESTRICTED FUNDS (9) 38 11 0 I) I) c) (I I) 

TOTAL INCOME 123 87 180 313 245 267 368 404• 
FIXED EXPENSES
 

PAYROLL (10) 221 242 . 201 220 242 258 277 296
 
OPERATING EXPENSES (11) 151 100 64 70 77 8S" 94 103
 
INTEREST ON HDF LOANS (12) 7 32 ->- 40 47 47 52 32
"'7 

DEPRECIATION FUND (13) 13 13 13 13 13 13 13 13 
VARIABLE	 EXPENSES .
 

BAD DEBT RESERVE FUND (14) 81 10.) 172 288 303 327 400 448
 
COLLECTOR'S COMMISSIONS (15) 0 0 c: 8 9 10 12 14
oJ 

TOTAL EXPENSES	 473 487 486 645 691 741 847 906 
===========================-======================:~=============;========================================== 

NET INCOME	 -350 -400 -306 -331 -446 -474 -479 -502 
==~==========-==============================================================================~=============== 

LOCAL FUNDRAISINij 25 63 25 25 25 25 25 25
 
(MEI'1BER9HIP FEES. ANNUAL BALL>
-.. 

EXCESS OR DEFICIT	 -325 -337 -281 -306 -421 -449 -454 -477 

""J)EFI CIT	 FINANCING (16) 325 220 281 306 421 449 454 477 -r
"'\ 

c";:.-.

END BALANCE	 0 -117 Ii 0 0 0 I) I) 

I



ANNEX G -

SUMMARY JOB DESCRIPrlOOS FOR KEY HDF PERSONNEL 

(1) EXecutive Director 

A managerial r:osition. 60% of his time should be spent efficiently 
managing his Programs Director, Finance Director, & Mministration/IDcal 
Fundraising MancJ.ger. The remaining 40% of the EXecutive Director's time 
soould be divided between p.ililic relations (this includes fmdraising) and 
issues raised by the HDF Board. 

'!he EXecutive Director should not be involved in day-to-day operating 
decisions, particularly those made by the IDan Officers or Collection 
Officers. This resr:onsibility should always be delegated dCMI'lWard except 
in the event of a truly problematic case. 

(2) IDan/Programs Director 

A managerial r:osition. In addition to supervising the !Dan Officers 
and approving the yes/no decision of a !Dan Officer concerning a r:otential 
client, the Programs Director is responsible for reccmnending new lending 
strategies as well as coordinr-.ting teclmical assistance training ptograms 
for the Loan Officers and the Collection Officers. 

(3) IDan Officer 

This individual performs two tasks: (1) making the reccmnendation 
to the IDan/Programs Director to approve or to disapprove a client loan, 
and (2) providing limited technical assistance to both [X)tential and on
going clients. 

An important part of the !Dan Officer's function is to conduct 
field visits with applicants and on-going clients. SCheduled visits to 
the field will help to detennine better a loan applicant's qualifications, 
evaluate external technical assistance to be given to both applicants and 
on-going clients, and alert the IDan Officer of an existing or r:otential 
client problem. 

Part of the IDan Officer's resr:onsibility when oot in the field 
is to implanent HDF' s IDan Eblicy procedure which includes screening and 
canpleting loan applications and making the initial yes/no decision to 
visit a loan applicant on his business pI:ernises. 

(4) Finance Director 

A managerial r:osition. '!he Finance Director's main thrust is to 
keep the HDF on a solid financial footing through financial forecasting 
and r:ortfolio management. He will also supervise (1) the Controller to 
make sure the accounts and required rer:orts are both correct and up-to
date and (2) the Collection Manager to be certain both outstanding 



interest and principal are collected on time. The Financial Director has 
ultimate authority over the Collection Manager and Collection Officers to 
take appropriate action should a client decide not to payor fall behind 
in his payment;J. 

(5) Controller 

The Controller is resp:msible for keeping all books pertaining to 
HDF activities (this includes payroll and all other expenses, loan 
disbursement and repayment, capital contribution and flIDdraising activities). 
In addition, the Controller is res};X)nsible for preparing the payroll, for 
preparing AID and other re};X)rts, and for preparing data for the HDF Annual 
Re};X)rt. The Controller will have open access to financial infonnation fran 
all parts of the Foundation and is res};X)nsible for alerting the Finance 
Director of unethical or financially unsound practices. 

(6) Collection Manager 

A managerial };X)sition. The Collection Manager will supeIVise the 
Collection Officers and will be res};X)nsible for screening and presenting 
problan cases to the Finance Director. It is envisaged that the Collection 
Manager will visit the clients when necessary. 

(7) Collection Officer 

The Collection Officer is res};X)nsible for collecting both principal 
and interest payments fran the client. Though the base salary is low 
($150 per rronth) total salary is cc:mputed on an incentive/ccmnission basis 
equal to 1.5% x (interest + principal collected in the given year). The 
Collection Officer is res};X)nsible for following and enforcing the HDF' s 
Collection Policy procedure. 

(8) Mninistration/Dxal Fundraising 1-1anager 

A managerial };X)sition. The 1lCministration/IDcal Fundraising 
Manager will divide his/her tine between (1) administration (personnel 
problans as well as hiring/firing of employees); (2) local fundraising 
(collection of the annual $120 rcembership fee and organization of the 
Annual Ball); and (3) supervising the 2 Driver/Messengers, the Cleaner, 
the Guard, and the Receptionist/Secretary. 

It should be noted that the p:>sitions and their res};X)nsibilities 
described a1::x::Jve differ in many instances fran existing practice at the 
HDF. Careful attention needs to be given to find the best people for 
each slot - this may rrean training existing personnel or going outside 
the organization at the expense of dismissing sare of HDF' s present 
employees. 



,.J . , ' 

ANNEX H 

ProBLEt.fS FJ.ICED BY NATICNAL DE.VE!DJ?NENI' rouNDATIOOS 

Psview of the Project Implanentation Ibcument in AID/W resulted in a 
request in the issues cable that the detailed analysis of the HOF' s 
management and financial difficulties during project developnent take into 
consideration the :t;X)tel"l.tial contribution that could be made to a broader 
understanding of the problems faced by National Developnent Foundations. 

In TM:)rking clmiely with the 'IDI consultants during project preparation, 
a definite set of key issues emerged that relate to the process of 
designing a pl."ogram with a developnent fOlmdation type of institution. It 
is felt that addressing each key issue within the context of HOF's 
specific objectives and strategy brought significant insight into analyzing 
the problems facing the Foundation. All established institutions should 
ask themselves these same questions as the program expands in order to 
avoid management and financial difficulties; they also can help a new 
pnJgram fom objectives and an organization m.:i..X which will SUPI=Ort successful 
project implementation. 'Ihose key issues are as follows: 

1.	 How closely does the program serve the critical needs of a substantial 
number of p?tential beneficiaries having the p?tential for substantial 
incane and emplOyment ge..l1eration? 

This issue requires program management to detennine the market's 
critical needs for rnicroenterprise assistance and the I=Otential demand (at 
different prices) for these services. This question is expensive to 
answer definitively; it may be rrore practical to ask whether or not 
the demarrl for a particular service at a particular price is several times 
greater than the program's nost optimistic ability to satisfy the demand. 

The I=Otential which these beneficiaries have for creal.ing 
substantial mcane and employment generation must be studied. While this 
is difficult to ascertain, there are, nevertheless, groups of I=Otential 
beneficiaries who have nore incane arrl employment-generating I=Otential 
than others. At its outset the program must concentrate on the fomer. 

2.	 Are the objectives and plan of the program based on a goal of
 
market penetr::l.tion or on building a deronstration nDdel?
 

These objectives are quite different. An objective of market 
penetration requires that the program have access to a substantial, untapped 
market and that it have the organizational and management capability to 
itself realize such penetration. A derconstration m:xlel, on the other 
hand, hopes to induce success by providing services which are appropr iate 
for other, perhaps larger markets. Program strategies "for one of these two 
approaches must fit into the project concept. 

. '.. l 
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3.	 0:> plans exist for securing and controlling intemally and 
externally generated operating and credit funds? 

It is assumed that IIDst programs have to go outside of the institution I s 
inten'lally generated funds for additional project financing. It must, 
therefore, canpa.re the match between its objectives i.:U1d those of various 
f\IDd sources. There must be canpatibility between potential projects fran 
these sources and the needs of the program. The program must also prePare 
an effective control program to avoid the loss of assets from such 
problems as excessive defaults and administration costs. This will 
necessitate the internal capability to plan and forecast projections for 
future growth and developnent. 

4.	 Can the present operating mechanism. expand without major bottle
necks, and do key operating ratios show a p?tential for self
sufficiency? 

The subsidy issues should be controlled early on so that they 
ranain negligible in absolute tenns to the sponsoring organization or 
donor. Deficits cast a bad light over the whole program, and they raise 
the continuing danger t!1at outside events will suddenly cause the subsidity 
to stop, thus crippling the program. 

5.	 Is the present leadership appropriate for expanded operations, 
and is there a plan for its growth? 

The institution must visualize the managE!!lEI1t requirements of an 
expanded program and to ccmpare its present management characteristics 
with what will be needed. This may well prcx:1uce a gap, particularly if 
present management is the typical first-generation, highly-dedicated, 
but not delegating tyPe found in many young organizations. A fact of life 
in rost developing countries is that managers or skilled staff of a 
Particular type and quantity are not often available in the job market. 
The program should install a system early on for developing management 
to fill its own future needs and make provisions to regularly assess 
rnanagE!!lEI1t based on its ability to adapt to institutional growth. 

6.	 can the program deronstrate an ability to channel resources to 
J.X)tentially viable clients? 

Perhaps the single strongest justification for a developnent 
fO\IDdation program is that they channel resources to groups previously 
ignored in develDpnent efforts; however, the program should substantiate 
the appropriateness of present and potential beneficiaries. There is a 
need to deronstrate that the program has a selection and administration 
system to assure that resources are concent:t:'ated on these beneficiaries 
and not others and a means to conVincingly measure the perfonnance of 
this system. 
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7.	 Does the program have a system to reliably measure results
 
evidencing achievement of key objectives and strategies?
 

Few programs efficiently measure achievement of their objectives. 
TIti.s is a general business prcblem, which calls for rore systanatic 
reoord keeping. If there is inadequate record keepinq, donors or 
sp:>nsoring organizations will lose interest in the program because they 
will not be convinced that it is fulfilling the objectives for which it 
was founded. Also, program activities which have a particularly strong 
impact on achievanent of objectives will not be recognized. 

8.	 Is there finn justification for all program elements which are not 
paying their way, especially credit at less than prime and low
cost training programs? 

Research conducted by TOI produced evidence that does not supfOrt 
the need for long-term subsidized program elements. However, there may 
be reasons for subsidy if the political consequences of less-than-cost 
pricing to beneficiaries far outweigh the subsidy involved, or !".he 
target beneficiary group has no appropriate vocational or busineFs skills 
and therefore requires long and costly training programs. 

Nevertheless, in such cases the program should isolate am cost 
out the elements which must be subsidized, ItEke a convincing case for 
subsidization, and show that resources to be used for the subsidy could 
not rore effectively be carmitted to serving rore viable beneficiaries. 

9.	 To what extent does the organization and program execute AID's 
objectives and strategies? 

For even a well-conceived, self-sustaining program, AID is 
generally making a long-term carmitment when supporting a developrent 
foundation. Therefore, it is really a service to the program for the 
~ency to make sure at the beginning that the institution's objectives and 
strategies are clearly stated and are in hanrony with the ~ency's':If not, 
then the program's objectives and strategies should to be rore suitable 
or the Foundation should seek another donor. 

In designing the HDF' s program strategy for implementing this 
project, it becane quickly evident that the Foundation has severe financial 
and administrative problens that pertain to each of the above nine 
strategic issues. Thus, it was understood that difficult short-tenn 
steps would have to be taken within the fr~rk of each issue in order 
to reach the Foundation's long-term objectives of strengthening its 
management stru::ture am starting a trend toward declining deficits. 
Reaching a final concensus arong all parties takes time and continuing 
negotiations; however, a problem fonnat such as this provides a m::>del 
with which the parties can reconcile their differeoces and the project 
can nove ahead with a good chance of stX:cess. 
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ANNEX I 

HDF wan Pscipient Survey 

Tne level of loanable furrls available to the HDF is heavily dependent upon 
the actual availaDility of approximately $3 million in repaid loans over the 
1985-1.990 period. But to obtain tnese funds, the HDF must irorease its 
collection rate from the current 50 percent rate to 60 percent in 1985, 70 
percent in 1986, and 80 percent in 1~87 and tnereafter. If tnese improvements 
in repayments rates are not acnieved, tne overall level of loans and hence 
oenefits would be reduced, tne internal rate of return would decline and the 
probainlity of other concessionary financing for the HDF would diminish. 

With tnese concerns in minu, a survey of 70 current loan recipients was 
conducted in early ~84 to determine the factors affecting loan repayment 
rates. l The survey dat~ was arranged into tnree groupings: (1) The High 
Repaym:nt Group WhO nad paid 72 to 100 percent of principal and interest due; 
(2) The Medium Repayment Group who had paid 39-71 percent due; and (3) The row 
Repaym:nt Group, with a 0-38 percent payment rate (see the following table). 

The results suggest that HDF loan payback rates are positively associated 
witn a limited numoez: of variaoles: total family income, amount capital 
invested in tne ousiness, assets and net wortn before the loan, the level and 
rate of profits before the loan, loan duration, and whetner the recipient kept 
90rrect accounting OOOKs and had a savings account. Basically, the more 
financially sound individuals were relative to the size of the loan, the more 
liKely the loan would oe paid back. In otner words, the size of the loan 
itself was not significant, out tne relationsnip oetween loan size and net 
worth am earnings potential was. 

While these variables are correlated with payback, they are fairly weak 
predictors of payback. 'll1e HDF could significantly increase its payoack by 
cutting off future loans to those with, ego total family incane below $350 
ronth, assets less tnan $4,500, net wortn less tnan $4,000, poor bOOkkeepers 
am those without savings accounts, etc. This would have the side effect of 
excluding viaole: small micro-enterprises. But if the HDF is to oecome 
financially sound, it will have to move toward more serious analysis of its 
po~ential custaners and away from smaller financially unsound bUsiness 
ventures. 

To asess the impact of focusing more on financially sound business 
ventures, the survey impact data are grouped by repaynent rates (see followiBJ 
table). The average HDF loan recipient enq;>loyed three persons before the loan 
and five after tne .Loan. Given the depressed economy during the early 1980's, 
much if not all of tne enq;>loyment gain could be attribUted to the HDF loans. 
'll1e high repayn.ant loan recipients had the same enployrnent impact as the 

1 Given tne difficulties inherent in collectiBJ reliable data from 
micro-enterprises, the results of the aoove survey can only be considered as 
suggestive. Ho~ver, the results do conform in general to that which was 
expected to influerx::e the payback rate. 

i 
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average of the other groups. While the data suggest the low repayment group 
had a greater impact, the difference is not significant given the small sample 
size. It is clear that the loan impacts on net worth, sales volume, and 
profits are greater for the high repayment group than for the lower repayment 
groups. 'Ibis implies that if future loans were focused on clientel with 
characteristics similar to the high repayment group, the HDF would nave a 
larger overall impact on the micro-ente~rise sector. Encouraging mainly 
financially sound micro-enterprises would also reduce the probability of 
ousiness failures. Thus, the results support the conclusion that a shift 
towards financially souooer clientel would ooth increase the loan repayment 
rate and enhanCe the impacts on the micro-ente~rise sector. 

The project will provide for market surveys to furtner analyze the HDF's 
target group, and the sample size Should be increased to at least 100 
obServations. The survey instrllII'ent should De redesigned so that more 
accurate data could be collected. '!he survey workers should be professionally 
qualified accountantsjousiness managerrent specialists who are not employees of 
the lIDF. After the initial quantitative analysis is completed, an indepth 
analysis of individual firms Should prooe deeper into factors determining 
payback. 

While the refined loan payback study may be necessary, it will not provide 
sufficient infoonation to fully screen loan applicants. It is suggested that 
the screening process Should inco~rate a business management course of at 
least a month duration. App.ticants for loans would fill out an initial loan 
request form. If accepted, tney would then be required to enroll in the 
course, which among otner things, COUld focus on factors which affect 
paybaCk.. A ousiness plan and revised loan application could also be 
develoPed. '!he instructors would have an opportunity to more completely 
understand the caliber of the potential loan applicants and as such could make 
sounder loan application recoomemations. To further ennance the proDability 
of payback, the HDF should also provide new and larger loans to those who pay 
off thelr original loans. 
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Sample size 
~x % Male 
Age 
l-1arital Status
 

f.1arriect
 
SHXJle
 
Divorced
 

'iotal Family Income (IOOntn) 
Scnuoling
 

None
 
Primary
 
~condary 

University 
uependents 
Maintaln COrrect BookS 
'1'Y~s of Business 

Artisans 
Auto !arts and Repair 
Beauty sno~ 

BlocK and 'l'ile Mfg. 
caolnetInakers 
Cornnerce, food 
CoJIJrerce, otner 
Dental Clinic 
EiJuip. repair 
Ironworkers 
Jewe1rymakers 
Mattress Mfg. 
Printsnop 
sewlng Bus. 
Stloemaker/repau 

lIoJl:: of BUSlness (years) 
.-lIIlUer of Famlly WOrker 
:. :UlIlly Support 

Ldoor 
In Klnd
 
L:dpltal
 

,......,~ ~Pltal Invested
,.,--r--;.... 

ANNEX I 
HOF LOAN R.i£I PIEN'r SURVEY 

Hign Repayment Group t-lediwlI Repayment Group 
(72-100%) (39-71%) 

(23)	 (23) 
78% 66% 
4) 41 

10 16 
6 3 
1 1 

$)71	 $292 

3 13% 2 9% 
~ 3~~ 8 35% 
8 35![; Hl 43% 
3 15% 3 .13% 

5 5 
70% 17% 

0	 0 
4	 0 
1 .1 
.1 0 
4 3 
.L 3 
~ 2 
0 0 
0 1 
.1 .l 
1 1 
0 1 
1 0 
4 4 
j 6 
8 13 
.1 .i. 

.LO 9 
.1 1 
0	 0 

$8tB7	 $7483 

low Repaymant Group 
(0-39%) 

'Ibtal 

(24) 
91% 
42 

(70) 
81% 
42 

17 
5 
1 

$309 

52 
14 

3 
$324 

2 8% 
7 29% 

11 46% 
4 17% 

6 
33% 

7 10% 
24 35% 
29 41¥. 
10 14% 

5 
40% 

3 
.1 
2 
1 
4 
1 
1 
.L 
0 
4 
0 
0 
0 
2 
2 
8 
1 

3 
5 
4 
2 

.11 
5 
5 
.1 
1 
5 
2 
1 
1 

10 
11 

9 
1 

10 
0 
1 

$8017 

29 
2 
1 

$8111 

~ 
\ 
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Hign Repayment Group 
(72-100%) 

l:lllployIOOnt Before wan 3
 
l1np1oynEnt After wan 5
 
Unpald F-amily 1
 
Unpaid lIppren•. 1
 
Unpaid Domestics 0
 
Female Empl. .l
 
Assets Before lDan $5021
 
Liaoi1ities Before wan $ 424
 
Net Wortn Before !Dan $4597
 
Assets After !Dan $11375
 
Liaoi1ities After !Dan $3461
 
~t Wortn After wan $7914
 
sales ~fore wan $1375
 
Profits Before !Dan $ 571
 
sales At ter wan $2251
 
Profits After wan $ 787
 
ProJ:it Rate Before LOan lIt:!r Montn) 6.4%
 
Profit Rate After lDan (ler Montn) 9.0%
 
!1:juiplent cost $2232
 
Life EKpect. 10 yrs
 
salvage Val. $ 892
 
~. Repai.r $ 74
 
Age of ~uipient 26 mo
 
Rate of Depreciation = (COst - salvage/Ll.fe) /Cost 6.U%
 
lIDF 1Dan Amount $4011
 
U>an Duration 36 mo
 
Pr incipal Due 12/83 $1759
 
Interest Due 12/83 $ 717
 
Principal paid 12/83 $1431
 
Interest paid 12/83 $ 769
 
ACt. Bal. Due $2728
 
Pr'lnclpal in Arrears $ 498
 

~.Interest in Arrears ,,1 42
 
Montns Principal in Arrears 3mo
 
Months Interest in Arrears 1100
 
% nave savings Accounts 87%
 
¥> nave Proolems witn:
 

Insufficient Revolving Funds 65% 
Insufficient capital 57% 
Lack Market 26% 
laCk Quality Workers 26% 
Inadequate Proouct or service 9% 
Fersonnel PrOD1ems 43% 
Lack l:XjuiflIent or tools 26%?; ..;:,? 

Medium Repaynent Group 
(39-71%) 

4
 
4
 
1
 
0
 
0
 
:l 

$4222
 
$ 290
 
$3932
 
$9179
 
$3224
 
$5955
 
$1296
 
$ 419
 
$1102
 
$ 402
 

5.6% 
5.4%
 

$1536
 
13 yrs
 
$ 4:1.2
 
$ 38
 
29 mo
 

5.6%
 
$3208
 
26 100
 

$1852
 
$ 541
 
$ 738
 
$ 576
 
$2441
 
$912
 
$ 85
 
9mo
 
3100
 

69%
 

48% 
52% 
26% 
13% 
13% 
35% 
26% 

ww R.=payment Group 'lbtal 
(0-39%) 

4 3
 
7 5
 
0 1
 
1 1
 
0 0
 
4 2
 

$3741 $4469
 
$ 837 $ 499
 
$2904 $3980
 
$8207 $9568
 
$3632 $3437
 
$4575 $6131
 
$1413 $1354
 
$ 416 $ 463
 
$1582 $1649
 
$321 $ 459
 

5.2% 5.7¥. 
3.9% 5.7% 

$2139 $1974 
7 yrs 10 yrs
 

$ 577 $ bOO
 
$ 157 $ 86
 
23 100 26 100
 

10.4% 6.9%
 
$4218 $3812
 
29 mo 30 mo
 
$1719 $1766
 
$ 616 $ 624
 
$ 212 $ 793
 
$ 496 $ 613
 
$2884 $2684
 
$1182 $ 864
 
$ 257 $ 130
 
.13 mo 9 mo
 

8100 4100
 
50% 69%
 

66% 60% 
38% 49% 
38% 30~l-1 

13% 17'7;' ' 
16% 13%-t 
42% 40% 
21% 24% I
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ll-lPAC'lli OF lID!" I.DANS 

High Repayment Group ~iwn Repayment Group lDw Repayment Group 'lbtal 
(72-100%) (39-71%) (0-38%) 

sample Size 23 23 
0 

24 70 
Qenployment Before !Dan 3 4 4 3 - ... 

CoEmployment After IDan 5 4 ~ 
;:r 

7' 5
 

Clcm]e 2 Oi 0 3 2
 

Net WOrth Before IDan $4597 $3932 $2904 $3980
 

$7~14 $5955 . $4575 '" $6131Net WOrth After IDan 
~ 

Olan]e :::l $3317 ~ $2023 -' $1671 $2151 
.sales Volwne Before !Dan $1375 $1296 . $1413 $1354 

, 
~Sales Volume After lDan $2251 $1102 $1582 $1649
 

Clcm]e .. $ 876 .. $-100 - $+169 , 
~~ $+295
 

Pr"'JI~i. ts Before !Dan 
~ 

$ 571 .. $ 419 $ 416 c, $ 463
 
~P: I.((.i t·~. AI:~" •.," J'" loll 

I:l :t 7:-\7 $ 402 $ 321 $ 459 
.

Olan]e $ 216 $ -17 -
~ 

$ -95 $ -4 

I-I 
,,-,,-, 



FAC'lORS REIA'l'EO 'ID WAN REPAYMENl' RA'l'E 

High Repayment Geoup Medium Repayment Geoup 

sample Size 

'i'Otal Family Income pee Menth 

capital Invested in Business 

Assets Before !..Dan 

Liaoilities Before Loan 

Net WOeth Before lDan 

Pcofits Before Loan (ler Mentn) 

IJrofit Rate Before Loan (ler Mentn) 

wan Aroount 

Ulan Dueation 

Keep Correct Books 

Have sav~B]S Account 

Low Repayment Geoup 'lbtal 
(0-3&%) 

24 70
 

$ 309 $ 320
 

$8017 $8111
 

$3741 $4469
 

$ 837 $ 489
 

$2904 $3980
 

$ 416 $ 468
 

5.2% 5.7%
 

$4218 $3812
 

29 100 30 mo
 

"33% 40%
 

50% 69%
 

(72-100%) 

23
 

$ 371
 

$8837
 

$5021
 

$ 424
 

$4597
 

$ 571
 

6.4% 

$40.t1 

36 mo 

70% 

87% 

(39-71%) 

23
 

$ 292
 

$7483 

$4222 

$ 290
 

$3932 

$ 419
 

5.6% 

$3208 

26 lID 

17% 

69% 



ANNmC L 

Assessment of Methods of Implementation and Financing 

(a)	 Methods of Implenentation and Financing 

M3tb:rl of Implementatio!! Method of Financing Appl:OX. J\m:nmt 

camodities'- COOperation Peirnbursarent including $1,915,000 
!Dan fUnd) h]reanent Periodic Mvances 

T.A. - Cbop. Institution Direct L/CG1 285,000 

Total Project $2,200,000 

(b)	 'lbere is no departw."e fran nonnal rneth::xis of financing procedures. Direct 
L/mi has been selected for the T.A. because the cooperating institution 
does not have the financial resources to make payment and seek reimburse
ment. 

(c) 'llUs	 is the fourth project to be financed by USAID/Haiti with this 
institution. Thus far, its procedures for contracting, carrrodity 
procurement, etc., have been satisfactory. 'llUs project calls for 
an annual evaluation and audit of the project. 


