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SUMMARY

+ J. Summary of Evaluatlon Findings, Conclusions and Recommendations (Try not to exceed the three (3) pages provided)
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e Findings and conolusions (relate to questlons) .
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USAID/Belize February 1989

Evaluation of the National Develop-
ment Foundation of Belize - May 19884

Evaluation Summary

The Project is assisting the NDF/B to provide credit and technical
assistance to small and micro-enterpreneurs who have no access to formal
or institutional credit. NDF/B is composed of a cross section of the
Belizean private sector committed to the socio~economic development of
Belize. Financial support from USAID and other international and local

This interim project evaluation was aimed at assessing the Foundation's
institutional efficiency and prospects for self—sufficiency, program
impact on the intended target group,- relationship with Belizean and
international private and public organizations, and the pPossible areas on
which future AID assistance should focus. The data for institutional
analysis and NDF/B's external relationships were collected from
interviews with NDF/B staff and Board, borrowers, local and international
donors and other key private and government representatives, and from
official project and financial documents. The impact on the SSEs was
measured by conducting a survey of a random sample‘of borrowers, using a
questionnaire developed in conjunction with NDF/B staff. The survey was
conducted in areas with the greatest concentration .of NDF/B program
activity --- Belize City, Orange Walk town and Caya.district. The
evaluation focussed on August 1985 to March 1988 period .

NDF/B has accelerated its efforts to meet project goals. As of March
1988, NDF/B exceeded direct beneficiaries, indirect beneficiaries, and
loan goals. However, it was below target with respect to the expected
number of women beneficiaries; the number of existing jobs protected; new
jobs created; new businesses assisted; and the loan size. Progress has
been made in meeting 4 of 5 institutional development goals -
strengthening existing and developing new linkages, enrichment of
management and staff, improvement of the income position and
strengthening of the Board, The fifth goal, local fund-raising, has
fallen short by 35.7% so far mainly due to the limited number of
potential donors. '

NDF/B now serves a larger variety of clients, yet the main focus is still
on small and micro entrepreneurs. The average cumulative loan size
($1,608) is actually less than it was at the time of the last evaluation
($1,618) of August 1985, NDF/B charges a nominal add-on interest rate of
12%, or an effective rate of approximately 20% or higher depending on the
loan size and maturity date. Although NDF/B rates are higher than
nominal bank rates, it is justified by higher risk and the high cost of
follow-up technical assistance/monitoting and training,
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SUMMARY (Continued)

Small enterprise borrowers appear to be more concerned with the ability
to obtain credit than with the interest raté level. NDF/B collatera]
arrangements are very flexible, in ‘spite of stated policy, and are made
on a case-by-case basis. Most micro loans ($250 to $500) are made on a
character basis along, since these clients usually have no real
collateral.- The loan processing procedure has been streamlined by
reducing processing time and pre-selecting only those clients most likely
to be approved by  the Loans Committee, which has rejected only 5% of the
total applications received. The 'current philosophy of portfolio
management is to diversify and reduce risk. This is done by making loans
to borrowers and carefully selected new clients. Making a limited number
of larger loans and in various geographic areas and categories also
contribute to risk diversification.

The current financial situation of NDF/B is healthy, especially as
compared to some of the other NDFs in the LAC region. Liquidity is
rather high and could be reduced. Net worth has increased by obtaining
grants, thereby maintaining a favorable debt to equity ratio. Additional
equipment (e.g, computer, electric typéwriters, etc.) should also be
purchased to allow the staff to become more productive, particularly as
the portfolio size eXxpands. The book value of assets should be doubled.
The current arrears rate of 9.8% is lower than those of some other NDFs
and local NGOs. The rate would be lower if NDF/B followed the practice
of writing off its bad debts. The reserve for bad debts should be
increased so as to cover the total amount of loan balances of doubtful
collection.

NDF/B's operating level of expenses is unrealistically low, since it is
currently understaffed, and Will require budget support to bring it to a
realistic level. 1In order to meet its portfolio projections and
eventually become sulf-sufficient, NDF/B will also need additional.
capital funding to have a portfolio level that will generate the needed
income. NDF/B will also have to explore the possibility of other income

Its staff has high morale, is highly motivated and efficient. However,
the current level of staffing is too low for the current portfolio level
and certainly inadequate for an expanded portfolio. NDF/B plans to hire
oné new FEO and add two business counselors who will relieve the FEOs of
the business training duties.

The technical assistance and training (TAT) component is of utmost
importance because it provides SSEs with much needed business guidance
through both individual and group sessions. The acceptance of TAT is a
requirement for Obtaining a loan, and, although not always enforced, has
been an important factor, along with follow-up monitoring, in maintaining
a low arrearage rate, Borrowers have indicated that they would like to
have the seminars offered more frequently.

It is estimated that the potential number of SSE clients qualifying for
NDF/B financing seeking a loan is between 5,339 and 6,514. This
represents a potential credit demand of between $8.4 and $10.2 million
based on the current average loan size. Total loans disbursed by NDF/B

to December 1987 -was 545 totalling $876,000, or less than 11% of the
estimated demand. This suggests that there is a great potential for

NDF/B credit expansion.
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areas of housing, education, health care, food Security, and ability to
Save. They demonstrated adequate to high levels of entrepreneurial
capability. They showed initiative, Creativity, ability to diversify
into new products and new markets for their products, and ability to
improve the quality of their product(s). On the other hand, these
clients demonstrated a low to moderate level of business skills. oOnly
46% of the clients attended the NDF/B seminar and only 15% maintained
records in a consistent although inadequate manner,

The principal conclusions are that NDF/B is a strong institution,
characterized by: good leadership; a community base of support; networks
with similar organizations in the country, with appropriate government
entities, and with international organizations; the ability to evolve,
grow and adapt to changing Situations; and a diversified‘portfolio of
financial Support and sources of income. Nevertheless NDF/B will ‘not be
able to achieve self-sufficiency by 1990 without the addition of income
 generating activities ‘to Supplement interest income. The program impact
on the borrower SSEs has been generally favorable based on financial and
economic indicators.

The following are the major recommendations: :
- NDF/B should strive to maintain its equity and should continually seek

The evaluators noted the following "lessons":
'~ Business skills training (such as record-keeping) provided by NDF/B to

other buyers aside from the 1local market.
- Foreign trade, price and fiscal policies affect SSE operations to the

eéXtent these lead to higher production costs and reduced supply of inputs,
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Evaluation of the ‘National Development Foundation, International Science
and Technology Institute, May 1988. -

COMMENTS
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'The evaluaticn report addressed aiequately the demands of the scope of
work. It provided meaningful conclusions and recommendations to further
improve the Project's effectiveness in assisting NDF/B to strengthen
their credit and technical assistance program for small and micro
enterprises, ‘ :

The evaluators were able to work effectively with the NDF/B staff in the
process of the evaluation, particularly in undertaking the sample survey
of NDF/B clients.

The evaluation supported USAID/Belize's and other key private sector
leaders' contention that NDF/B is a strong local organization with clear
and achievable program goals. It is able to assist its target clientele
efficiently and, with some near-term financial support from international
and local organizations, should be self-sustaining over the medium-term.
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