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1. Pursuant to Section 531 of the Toreign Assistance Act of 1961 as amended,
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(Grantee) involving a planned obligation of not to exceed $475,000 in grant
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and loecal currency.costs of the project.

2, The Project will support the efforts of the Grantee to help meet the:

technical assistance and credit needs for the small business sector and -

cooperative groups in the Port-au-Prince area and other selected secondary
citdies in Haiti. ~

3. The Projeect Agreement, which may be negotiated and executed by the
officer to whom such auvthority is delegated in accordance with A,I.D.
regulations and Delegations of Authority, shall be subject to such terms
and conditions as A.T.D. may deem appropriate. -
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Februarj 11, 1983

Mr. Harlan Hobgood
Director

USAID

Port-au-Prince, Haltl

Dear Mr. Hopgood:

The Haitian Development Foundation has benefitted
from the sponsorship of USAID in the past and requests
continuation of such support as specified in the atta-
ched proposal,

The Foundation goal is to support and encourage
?he Qeve}opm?nt of small business in Haiti, &ince its
}nst}tutlop in 1979, the Foundation has been succesful
in disbursing over $750,000 in small loans to some
238 bveneficiairies.

In the interest of continuing this effort the
Foundation solicits a grant of $495,000. This grant
1s considered as & “"bridging" grant to fully establish
the- Foundation capability to effectively utilize major
capital loan funds in 1984 and ensuing years,

incerely yours

Plerre C. Arman
Executive Director
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I- PIJECT STRIMRY

’ The goal of this project is to incre~sé the econuaic productivity of
the caall busincss s2ctor in faiti. The overall purpose is to provide
concinuad support to the Faltian Development Foundation, which has been
proviair:: technics assistoice and credit to small busiuesses in ITaitdi

for some three yc.ur:z under ISAID spomsorship.

Fsidiné uill consist of a one~year granut to the Mhitian Lzvaloprent
Foundstion, desiuaed as a "bridgiag" grant to enabls ihe Faitian
Davelepoent Foandation to berome sufficiently s2lf-sustaining ope etioﬁally
to become eligible for a major cepital loan. The grant fuirls will be divided

related funcrions in eccordance with the fulleowring scledule:
.  Opevaticual Cos:z: $220.GC0, 4Applied £o the gemeval fund of the

Foaadation. Plus $20.,000 f£or centingencies.

Lean Funds: £740.060 adaad to thi existing wevolvinz leoan

fund of tha .ol lation,
. Taghnieal d:ssTotanca: 805,030, Te provide for cuiopoce diretly

to tuc Fourdaticon of gue long term concultant who will ba Lased

ab tt: eroie .t sika two thii. short

Hy

-

of the yzac nd a ceries o

term ccasulizncles to upgrada the training of the field extension

’ ’ agmts, andmaleurs, auxd to provide local co.puter szrvices and

analyse the needs of the Foundation for soft ware to support a

micro-computer, .

Projact Desbription

Small scale 1ndustry predominates in titi, the poorest country in the
Americas. Large numbers of undercapitalised and poorly managed micro-businesses

struggle for survival ia many lines of business throaghout the country.

. -

. They face severe shortages of working capital, and .lack of access

. . . . .
. - . .
. L ) [
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to institutional funding of any kind, Futhermore che proprietors of these
micro-businesses sqffer from a lack of even rudimentary business skills,

and, in many instance of motivation to improve their production technology.

The Faitian Development Foundation was created in 1979 specifically for

. the purpose of providing technical assistance and credit to these small

enterprises. With support from I[SAID, InterAmerican Development Bank

and other organizar ons the Foundatior has suceceeded in disbursing some

::1

$740,000 in small cyedits to some 240 beneficiaries in the metrow-lita

areas of tha capital of Efiri. The specific objsctives of this project

are te streaghlen the finarcial wmanagement and credft operations of the
Foundérii to a level ar which the Foundzilon can eifectively uiilino and
adsinister g sulsrantial czpital lcean. The Foundation bas in place an

organizotional dnfractructur: and is becoming a majeor entity in the private

c
its effectiveisss and recpected for the job
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Te~hmic:l Avsierance and Cradit Program

As zn integral part of the provicion cf credit to smail businesses,
the Toundacisr: has inscirutzd a pregrem of to_tmical assistance to propose:
eligible bzneficlaries proviuing them with basic menzgeaent giills and
requiving compr -nzce in the execulion of thoese skills before recomsnending,

an anplization for crellt, The loans ary from a fov hue'r.d doliavs to

=

a limit of $:0 000 for individuals and $25,000 for groups, with an average
of about $3,600. The termc vary from one year for smail loan:. up to a
.C
#c

limit of fiwve years. The project will make z wa jox fort to supper: wImen

proprietor:s and groups. Cw cently 19 percent of l nans mace by the Foundation
are to weren, winich is in keeping with the overall distri’ aution of ownership

amenn snall busivosses in Thiri.

End of Project Outr-ts
During the courrce of this project, the Foundation anticipated providing

teclmical assist.nce and credit to approximately 180 neir clients togpether

R SN


http:t;!'-.tt

-3

with coﬂtinuing to provide' support to these existing clients with active loans.
Apart from the- social benmefits of providing motivation and encouragement

to direct beneficiaries of the program, the project anticipates creating

about two jobs per loan. The prcject also anticipates the implementation

of a plan to operate an extension of the project in one provincial area.
Preliminary surveys have been padg, personnel have been trained and have

undertaken field work in the area, and a detailed plan has been prepared

II. BACK@ROWD AND RATIONALE

A, Perceived Problem

Taiti is the poorest country in the Americas. According to the

World Bank's estimate for 1979, Faiti is the poorest country in the Americas
wit@ 2z per capita P of $260 and some 75 percent of its people below the

poverty line. It is also one of the most densely populated countries in
the world, with a population growth of 2.6 percent per year, lacking in
natural resources, and with low agricultural production. In urban areas
the harsh economic climate results in a general umnwillingness to invest in
the creation of an effective manufacturing base, and widespread erosion of
the land caused by ‘devastation of the country's forests for additiomal
farming land and fuel proéuction, have reduced agriculture to 50 percent

of what it was at the time of independence; some 200 vears ago.

Small Scale industry predominates in Fiti. The economic base

of Hiti's industry is largely in small scale businesses. In a country

of 7.5 million population only 25,000 are estimated as employed in businesses
with more than 100 employees. In a survey conducted in 1979, it was further

estimated that there were about 8,500 small enterprises employing about
33,600 workers. This survey only included those areas of more than 1,000

populétion, and implied that.there were considerably more small businesses

_in the multitude of smaller towns and villages throughout Haiti. There

is, furthermore, a consensus that in the aggregate, the small business
gector' if growing, both the number of small companies and the output per

company increasing.

t The small business sector suffers from a number of constraints. A

]
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- ,—;, profi]e of .,mall industry in Faiti shows that there are a number of BLE‘

- characterlstics which reflect the actual economlc difficulties under

.
.

which* St Operates. Among these are: .

—"‘ - - - ) -
lack of capital and very limited access to finance and credit

. limited tools and equipment " .
. low purchasing power ' . -
i -7 ., close and often familizl ties hetween owner and workers
preference for traditicnal and tried methods of .
production and consegquent reluctance to adopt inncvations
. low preductivity
. lack cf even vudimenlary acco*ntl:g techniques
or even maintenance of a cash book
The great majority of these amall businssses are 1nteg":hed into the
loce L compunities, and only a few hsve commections wlth either larper
businessiy cu a8 sub-conticet basis or with the 111;rnat101__ export oad
marketing system. The grzat majority, therefoxrs, are locked inte a
situation wheve antiquated production methods, limited local markets and
lack of capitcl or finerncing effectively restrict an dincrease im
ﬁfoducti?ity or expansiocn. Ewven though their countribution ta industrial

produczion;, if taken inlivideally, dis limited, thece sméll enterprises

occupy a ccntral position in the ecounowy of Miti.  Only employing usually

one to four employnes, in the aggregsste, they 2re the basis and the baclkbone

of the Heitisn econcmy. : .

.

B. Taitian Develorment Foundation Structure and Act1v1t*es

¥
4.

1. (eneral ' . ) o .
’ In order to address this area of the economy directly and to
develop a mechanism which could assist the small entrepreneur, the Haitian
Development Foundation (IDF) vas established as a private sector voluntﬁry
organization designod to help those small businessmen and micro~entreprisés

.who do npt have accéss to customary channels of credit, with small loans

. - .

H .
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and technical assistance. The IDF evolved from discussions initiated in
1578 between the Pan American Development Foundation.and some businessmen

in Faiti, which led to the submission to WBAID/Faiti of a proposal for

financing.

" IBAID approved a two year Operational Program Grant (OPG) in May 1979
for $495,000 which ultimately was extended for am additional six months
through December 1981, 1In February 1981, the Inter~American Development
Bank (IDB) approved a loan of $500,000 restricted to a revolving loam fund.

A technical assistance grant of $46,000 was made by the IDB at the same time.
A second OPG was approved by WAID in January 1982 for am additional $495,000

degigned to be implemented over an 18 month period extending to June 1983.

2. Government Approval of the Hritian Development Foundation

Shortly after the approval of the first OPG by WSAID in May 1979,
the Government of HRiti recognized the IDF as a Public Service Corporation

authorized to extend credit and technical assistance to small business
throughout Hiti. This action was made official through publication of
a decree on June 11, 1979 in the "Moniteur", the official gazette of

the Hitian (bvernmént. Its creation and operation are also governed by

the Foundation acts of July 23, 1934 and September 17, 1953.

3. DRasic Objectives of the Titian Pevelopment Foundation

The principal objective of the Foundation is to provide technical

assistance and financial assistance to urban and rural small businesses and
groups that have limited or no access to customary sources of credit. The

Foundation enzbles micro-businesses and groups to expand current operations
or start potentially productive new activities. 1In doing so, it aims to

contribute to.increasing the productivity and incomes of the beneficiaries,
and increase employment opportunities. An integral and vital part of these
objectives is the provision of technical assistance to bemeficiaries din the

area of simple management techniques and elementary bookkeeping, to assist



them not only inm improving the efficiency of the business at hand, but also

ultimately make them elizible for credit from customary financial resources.

4. Orpnnnvntlon of ‘the laitian Development Founda tlon

The Foundation consists cf three principal components, the
Ceneral Membaz ruhlp the Board of Directors, and the Executive., An organi-

zational cher! displaying the current structure, is presented in Annex A.

a) Genzio” ¥ ~hersii

There ase prest Ily sowe 177 mevbers of th

Thio ooy woz2ia o for A nhy cnet o oyest to eiec’t the Besvd of Diveatasos.

of Directors,

S S, L NPT M e o Tpgeme e a3 e o T emin L -
rsre fxigio iy by the Choirmen. Thera are fevz ctending coonlciaan of
- Tagela -
e fosrae
A A e Tl Ay e e
« Cre7it Policy Coraitten
L - s T - o -
. Finatce and Budcac Crmililbas
3
T men - - ~ -~ - «~ ML -
« Lowzlzpo oot Deooawicld Cor ibcen
2o s Famr,
. Py a2 Cax [

The Crzdit Co.mitise is of lonz v.andiug ud hzs ievizwe
the lean pencl 190 slnne the ivceptioa of the learm progri-.. The oithizs thrae

sub-comnlitres have onl, r:eentiy en for.oed, but have ield inftizl moeetinge

ang tho ranpe of thelir responsil-ilisfes and dutles. Attan’..d as
Amnex %, is a detriled sczzencnt of the cbjectives 2nd tasks of each
BuL-commity o, . .

c) -Exec iz
The Siccutive Divector implewcnts the policias ¢f the Beavd
and is vee~ponsibie for the ovorell administiration and organization of the

Fourdabion, le also has been pariicularly zztive in develepment uork, traveling

coid e
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frequently in search .of international funding. Fe alsc has the authority

to approve sub~loans of less than $2,500 and is a member of the Executive

Credit-Committee which approves sub-loaas up to-$10,000 and reports direcily

to the Credit Committee of the Board on the operation of the loan program.

tnder the authority of the Executive Director are four principal sections:

Finance and Personnel -~ This section is

respr.:sible for the financial managewment of

Foundarion establishing and maintaining all
accounts and drawing up disbursements for
signature -by appropriate approving officers. .

This office is also responsible for the day to day

.management of the Foundation end for perscunel.

During the absence of the Executive Director, the
Director ¢f this section becomes the acting

Executive Director.

Prometion Sacticn — As the program office of the

Foundation this section is responsibie for identifying
potentisl clients and providing them with technical
assistancc and support. This section is responsible

for the animateurs, which are the extension agents

of the Foundaticn in the fisld contécting and developing
beneficiaries, providing them with technical assistance
and supporting those who do receive smell loans. They
are the eyes and aras of the Foundaticun and their unique
important role is described mora fully in Seczicn "e'
below,

+

Credit Section - The Credit Section analyses each

loan application and is also responsible for
gonitoring loans and ensuring reimbursement. This
office conducts a feasibility study of applications’
for leans to determine not only the eligibility

of the proposed beneficiary but also the potential

viability of the proposcd project. The Credit Section
submits its completed reports to the Credit Committee,

eoadens
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of the Board or to its delegated authority for action.

. Resources Development Section— This section solicits

funds from local sources, and assists the Executive
Di;ector in his efforts in the international sector,
It develops the fundraising strategies for the
Foundation, which, when approved by the Board,

it proceeds to implement.

d) TLean Criteria

The loan portfolic curremtly consists of about 240 loans with

a total value of over $740,000. An interest rate of 14 percent is charged
on all loans and a surcharge of 2 percent is added to cover part of the

cost of the technical management assistance. Loan fund activity includes:

a) short-term working cepital loans of
approximately one year with up to a three

. month grace period.

b) Medium—-term capital investment loan 2-3 years

with up to six month grace period.

Eligible enterprises include firms employing up to 20
employees with fixed assets of $15,000 or less. 1In the case of groups, loans
of $6,000 per member of a group can be granted totaling up to $35,000.
Attached as Anmex C is a copy of the current loan regulations of the HDF,

Given the high degree of risk involved in lending to this
sector of the Haitian Compnay economy, borrowers are required to liﬁit their
debt level to one half of the firm's assets, except in unusual and highly

profitable situations., All proposals should register a profit projection
increase of at least 20 percent return on the investment.

e) The Role and Responsibility of Animateurs
The animateur is the key element at the HDF. The job includes

B
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everything from the identification of potential clients, to the provision
of continuous technical assistance not only in preparation for receiving

a small loan but zlso subsequently throughout the loan period. The anima-

.teur's principal task is to help clients paiticipate in the program to

improve the productivity of their business by upgrading the quality of

their products or augmenting their scale of operations. The ultimate objective
being to increase income and employment in the target communities.

Each animateur is assigned a specific zone with which
he is required to become thoroughly familiar. e is-required to conduct
a business census and to be in his zome on a daily basis screening potential

clients and providing technical assistance to those who emnter the program.

The specific duties and responsibilities of the animateurs

are to:

conduct a survey of the market potential of his or
her area of work;

.. screen potential clients;

select beneficiaries of technical assistance;
provide techmnical assistance to the client;
abandon the client if not responsive to

technical assistance

. help prepare loan applications;

gubmit completed application to loan officer;

help client maintain account books during loan period;

An initial group of 8 animateurs was trained in 1980, and
an additional 8 in 1981. 1In July 1982, a third training session was

inaugurated for 13 candidates. Their training concluded in December. Lately

‘they have been doing field work in the regions of Petit-Goave and Cap-Faitian.

These animiteurs are being trained in anticipation of extending the program

of the HF to other principal towns of Faiti and the surrounding predominantly

R SR
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rural areas.

The training of the animateurs covers all aspects
of basic small business administration, including accounting, record keeping,
inventory control, procurement, credit management, marketing, and, for the present

group of trainees, rural development assistance.
Annex D displays the current organization of the )
promotion section, with the proposed organization under an expanded program

displayed with dotted lines,

C. Reports and Evaluations of the Faitian Development Foundation

An integral part of the two OPC's which were approved for the BF have
been annual evaluations. The first evaluation covered the period through

June 1980 and was a collaborative effort of the WBAID/Hiri evaluation
office, the IDF, 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 submitted in July 1982,

In addition, the IDF has been the subject of the following special

studies:

Fund Raising Analysis and Recommendation by Funderburke and

Associates, Washingtou, D.C. February 1982, This report
summarizes the activities undertaken during a week-long on
site visit to the Foundatiom. Duriné this visit direction

and training were provided in the three critical areas of

fund raising, strategies, communicaticn, and veolunteer leader-

ship and recommendations made for on-going fund-raising efforts..

. Analysis of the Hiitiasn Development Foundation prepared for

SOLIDARIOS by the Development Group for Alternmative Policies

void e
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T, Inc., December 1981. This réport was prepared at the fequest
of SOLIDARIOS in anticipation of possible funding by SOLIDARIOS.
This report copcluaed that the IDF had- performed well, under
restrictive circumstances, but recommended that a supplemEntéry
visit be made in the second half of 1982 to fully assrss the
stability of funding for IDF operations, the degree of its
invelvemant in the selection of sources of technical assistance,
the resulis of additional training of.the animateurs, revised )
creds: procedﬁres and the cash flow from the revolving loan fun':.

« Reanort of Follow-up visit to the Mmitiarn Davelopment Foundation

prepared for SOLIDARICS by the Development CGroupr for Alternative

policies, August 1982. The puvpose of this supplemantary wisit

‘was to deternine if sufficient progress had been made i a series
N of functional areas to warrant a r%commeﬁdation that SOLIDARIOS

provide loan funes for the HDF. The repost concluded that the

EDF had made considarable progress in the internal management

and .lozn zcidvities, but expressed a continuiag concern that

WF demonscrate its ability to covaer operatiomnal expenses.

the
Analysic of Swall Loan Program of the Thitian Develcprent

Foundatlon by the Inter-American Devilepment Bank, May 1987,

The purpczs of this study was to analyse the loan processing
system and the quality of the loen program of the Haitian
Development Foundatien. The conclusions werc that the present,
system had been effective in developing a wide ranging loan
progran, but that increasing emphasig should ve placed on ensuring
the quality and viability of propcced leoans, and on the collection:

efforts.

D. Role of tha Pan /‘merican Development Foundation

- The BT lLas beean the beneficiary of two OPC's in which the Pan American

Development Foundation Yas been the intermediary agency and the provider of
- technical assistance,

) | R
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The relaﬁionship had gone through three distinct phases by July
1982. The first stage was friendly and paternalistic as PADF helped B
the new Foundation develop procedures, policies, and an institutional frame-
work. In the second stage, PADF's role becéme that of monitor and supervisor
and placed major emphasis on foreign fund raising, financial management
and lecan processing. Local attempts at fﬁnd raising had created financial
problems which still haunt ¥DF, and this crisis together with the resultant
stringent financial controls which PADF imposed, led to the next stage.
During the third stage the autonomy of the HF became a matter of major
importance and was brought out specifically in the emerging relationshi

with SOLIDARIOS of which IF had become a member.

The fourth stage is now developing, and can be called the phase-out
stage which will last until the end of the second OPG in June 1983.
During this period PADF is continuing the general advisory services and

providing intermediary functions, ‘especially fund-raising support, that

the formal relationship with HDF will have to be amended. In the final stage PADF,

USAID, SOLIDARIOS and the IDF will make a concerted effort to recognize
the misunderstandings of the past, and to recognize that any future
relationship between HF and financial supporters will have to take
into full consideration that the HF is an established organization

with a desire to exercise autonomy.

E. Fund Raising Efforts

Fund raising has been a prime source of financial difficulty for
the Foundation. The first OPG implied that the Foundation, with the assistance

of the Pan American Development Foundation, would raise some $229,700.
In an effort to raise this sum the Foundation undertook some dramatic

and costly failures in fund raising. By June 1981, local funds raising.

Y
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By June 1981, local funds raised amounted to $39,832 against related
expenses of $106,353 - a net loss of $66,250. Mostly responsible

for this deficit was an attempt to raffle a house which was unsuccessful.

During 1982, however, the fund raising efforts were brought considerably
more under contrel, and since then have been closely monitored.

Faced with the need to set the B®F's fund raising efforts on a
more secure footing, the intermediary agency, PADF, contracted with
Funderburke and Associates, a consuliting firm, to provide direction and
training in fund raising to the Board and staff of the Foundation. This
firm visited the Foundation for one.week in the spring of 1982 and
presented a subsequent report and plan. Because the plan called for an
expen&iture of $45,000 f{which the Foundation patently did not have) little

has been accomplished with respect to these recommendations.

In the year ending Jume 30, 1982, fund raising efforts are showing
considerably more balance. For expenditures of $68,094 the amount raised

was $61,960, a deficit of only $6,133, a considerable imporvement over the

previous year.

It is now apparent that the anticipated extent of funds available
in Faiti was considerably overestimated. Tmiti lacks any tradition of
voluntary donations and there are only limited tax incentives awvailable
in Fiti which encourage such activity in the thited Stages. In these
circumstances the Foundation has been making valiant efforts, and the

increase in membership alone from a start of 6 to a present 177 represents

a congiderable accomplishment.

The fund raising plans of the Foundation fécused on the local

community, have been established on a relatively simple but direct approach.

' veolans
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naintalning s
on . B m dx]ly collections from menbers,

‘l'hé_'pl'zm concentrates
scheduling an annual "event", and conducting a fair. It is expected that

_ these efforts might raise $75,0i]0, which, in the Faitian context, would

bé most successful, although a more conservative estimate would be probably less
than half this amm.nt - ) .
In ths int:ernational sphera, the Foundation anticipates con— '

Director
tinuing the efforts of it Exceutive s whe already has consi-~rable contacts

among inb&matienal dev-r ag.. dies, to develop supprsl £ its efforts awerns
the sc-11 busizens co. wmity in Badtd.

F. Financis® Wstoyr of the ™It ap Dovelop@nt Fre  detien
- 1. IBATD Firamcial Suonont
The IDF has been th: recipient of two i"ps'.:at:f_-'}rﬁ‘* Pracrem
. 3
CGranss OPC) aach ia the erouat ef $495,020 of which Lthe Ml raceived 1

rr

otal of $47C 645 for imstitutional and operaiicual purposu:. Th
eiraindar was dividad betwoen the intermed ;

§}
the :e'.'elvw_n 3 lean fund, $19G,000. These 0z s have ~iversd a foux

H

e
2]

perisd fvom ¥ay 1972, until Jupe 1

a) Tha first 673 May 1979 - Dzcaw.zr 1531)

The WT wae lavnched {iganciallv with 3 two yiar L:mD/.-:C
fo:

for six months through Tecmeber 1951, Displaye~d below is a chart showing the

Lat

% ,000, approvad in ¥ay 1979. This OPG was subsequently extendad

.

.
.

budgetad and actval use of funds of this OPC.

BIGGT ARD ACTWAL IBE OF FIRN3

N " ] - o . 1/2 yeor
Origzinal OPG - . First Year ) Second Year - Extension
‘ Project.-,d Budgat  Actual Budg v Ac{:u_::l' Budget Actunl . Actual

Teck. Ass. 228,500 233,375 114,250 104,054 114,250 99,945 31,376
WF ops. 116,500 219,623 63,000 71,000 53,500 126,352 22,272

Loan Tuhds 150,000 . 40,000 . 15,000 15,000 135,000 25,000 ——ceee
P : .
. i 495,000 495,000 192,250 190,054 302,750 251,297  L3,064%
l. .
7 §
- ! s e ’a s
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.The technical assistance funds were all allocated

to the Pan Amer can Development Foundation) which was also the intermediary

agency. These technical assistance .funds were expended as followss

R Relocation’expér es, ,aiary and " $82,000 '
s : Fringe Benefit f01 the, Executive ' ' -
. Birector - L -
’ Partners for Productiv ty (Training) 64,250
PADF T.chnical Assistaunce 86,025
Total - . ' . §235,375

Included fn this total is the transfer of $31,37¢ (which includ=1
sumg for tha sala.y of the ¥ Executive Director). from that allocated to
the loa. fund in the OFG, to cover the half-year extension expenses.

P Ly - - e I~ - F
al Incresse i the actusl fondiug floz

The substant
operations of th: BOF was cansed partly by shortfall in estimating ccsts
of ogeratlons, which wsas further exacerbated by the six month estemsion, aund
alsc by unfortunate :xper:anca;in fund raising efforts.
.

" While expendityres and revenve shcwed a positive balance
for the Zirst year of the Foundation throuzh June 1980, it is in the second
fiscal year, July 1980 thr;!gb Juae 1981, that EDF aancounterad rarious
problems. An initial budget for FY 1981, which called for only $53,000
,from TSAID/OPG funds £or ;. irations, had to be drastically revised in
April, 1081 The princip; cause was some majos failures in fund raising
locale, and the inability of PADF to locate addicicual international

o fundigg for the BF. The budge: r. . izions envisag= $1°’,1$3.EOr 0perations

and $33,100 for furd raising. In-lact, operating expenses still exceeded
the revised buidget figures by $18,458 and fund faising by $73,2%42.- The net:
result was a deficit for the second fiscal year of "$107,6015, compared with

" a surplis the previous ycar of $6,729,

The increased coverage of operational funding and the

.
' - "'/oo; .

o
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six month exteuqion of the OPC was made up largely through the transfer ) oo .-'5244
_c-f . of funds from Lhe lSQID/OPC loan fund to’ operations. Some $110 000 was ' !
% transferred in this mannér, of which $31,376- was transtarred directly to ‘

PADF to cover addltional technical ass1stance costs., One factor which.mit—

igated the doplhtlon of Lhe TSKID/OPC segment-of the. loan funds without _
. seriously affect1ng the loan program,'waS'the approval in Febluary 1981 ‘of .

SSOO 000 1oan by the'Inier—Ameri:an’DeveloPment Baﬁﬁ”(IDB) specif“Eﬁlly’

v, LY ___ _!_-_ i 41 O

-

Fyi e ‘.i".
str;c::d tc :-OvﬂL;T . sub-lozns for L‘ne&_cl vieg!

s
.
'

b} Tii sucond

0P¢ Tanu-vy 1987 - Jyas 1282
In Jan;"; 1982, & sscond 18~mopﬁh OBQ was zpprared Tow.

budporiag allocas~d as follows:

T
St Wiial

$485,0

BUDCRYED #:5.8

r——— > i S, i e

Totral

Techniczl

DF Opar:

Loan Fund

Aesirtorce

vIgns

— - = -
SENUBALY LToL—

Jun= 1982-

$36,000
91,0¢0

July 168Z--

Junz 13983

$§8,G?3
lGO,ﬁOQ
1 OU 204

Totzl

'$94,000
251,000
150,000

50,000
$117,000

—— LT —

TOtai $..|.9_) Of

If
i~

in PY 195 for ta* EBF, from ail sources. including

fund ro alﬂ?, ard sypport froa [BAIL, Pr~1xc h ;;;}e rOUrdutIOﬁ, Ins
) aSSiS;aLLG, as well> o;hint rest and T/A funds amounted to $266, CoG.
S ‘ o of $253 OOG,'resuI*eu in a d=¥ileit of $28, SGOHfor'the 12 mornths. Lud*ng
.zéf‘:..éung 30, 1962, Ibe
3i..”,'~ Qvé1soas Education rund, and 2926, Ouﬁadwunce of TSLID funds froi the opehauwoqu_“
.- <fji‘budgec for FY 1983.
B monthy paymcnts of $13,000 to- the EDP for- FY"1983 in May and Junz of 1983,

r
—achnieal

Expernises
antLﬁl] vwas-coverad Byza $2,JOO contrrbutiadaf o 'th&‘ '-=.f"’*

'ThE‘CDHSGQUEPCE‘OfTt?ﬁ3fﬂct1h1'is that<the final two’

i
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will not be_avajlablc for those months
+with the April zllocation of $13,000,.

and WSAID funding.will.be exhausted

3. Current Fiscal Year Income and Expenses

.The IDF has incurred exzpeanses of $188,230 for the first six
months of FY 1983 (July-December ) against receipts of $155,637 resulting:

in a deficit of $32,533. The chart below displays this inforwmation in

me - detalils

ACTUAL EXPERDITIRES I'OR FIRST SIX MONTH OF FY (July-Dec. 1982)

Income .
Interest on Lozns $28,838
Technical Assistance Fees 3,457
Local Fund Raising 22,008
Lxternal Funding -~ AID 81,350
External Funéing - Restricted 19,983

Total $155,637
Expenses .
Staff 104,560
Operations 78,031
Debt Service 4,639
Total $188,g§9
Surplus/Doficit

Deficit : {§32,593)

a total proj:cted revenue of

A budpet wos preseutod for

$487,800 but experience to date indical-s severe vevision is required.

R A
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Current baseline revenue is the $13,000 moqthly allocation from TBAID

and approximately $7,300 from other sources., TFor a total of $20,300

per month. Expenses have been running at a rate close to $30,000. The
HDF is aware of this situation and has revised its expenditure patterns
to more closely relate to realisable budgetary expectations. First steps
have already been taken with the reduction in staff of some $3,000 in
monthly accounts and further steps are being taken to br%ng expenditures

fiore closely in line with an anticipated and foreseeable revenue.

G. Progress to date

. The Haitian Development Foundation has become an established
private sector organization in Haitl during the three years of its

existence. The overall concept of providing small credits to small
businessmen without access to customary channels of. credit, has been

proved valid, and progress is being.made toward the achievement of the long
range goal of economic development among the beneficiaries of IDF assistance.

Membership in the Foundation has increased from 16 to 177, the Board of
Directors has been reorganized and revitalized, the administrative structure
has become established, and, foliowing a rather shaky start, fund raising
and developmental activities are becoming more fruitful., The Inter-
American Foundatiqn, the Public Welfare Foundation, and the Overseas
Education Fund have all made grants, Foster Parents Plan International is
subsidising one of their staff at the current animateur training program,

and MF has become a member of SOLIDARIOS.

1. Achievement of objectives

The tasks and objectives set forth in the previous IBAID
funded OPC's have successfully been met to a considerable extent.

a. The managerial, financial and training capabilities of the
HF have been reinforced through comsultation with PADF interchange
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with other National Development Foundations, and through
" participation in régional training programs., There is in
place an established organization capable of managing an

extensive small loan program.

b. Technical assistance and lending activities have been extended
to the.marginal private séctor, with loans growing from 8
during the first 'year to a current 240 active beneficiaries,
with an overall portfolio value of about $740,000. Steps
have been raken to expand into provincial areas, aﬁimateurs

"have been trained, surveys have been made, and field work in
the areas-selected has been undertaken. Restricted funds

have been procured by the BF to initiate this effort.

. economic L ..
c. - Expansion of thevsectors eligible for HF assistance to the

agribusiness area, has been undertaken on an experimental
basis in connection with the training of additional anima-
teurs.- Fegular operations have mot yet begun although

detailed plans and budgets have been prepared for funding.

d. WF skills in fund raising have been broadened through
participation in a seminar in Washington attended by a number
of NDF's in the Caribbean area, and through a visit??gport

by a consulting group with expertise in fund raising.

e, The IDF continues to grow in expertise and capacity to absorb
a major development loan., It has shown a singular ability te
find eligible and willing clients in the marginal sector,
ready to accept training in basic business management skills

and to present detailed applications for small credits.

The IF is, however, in the risk business not in the banking business

and there will always be development costs associated with a program of

Y
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providing credit to small businesses unable to get credit through the
normal chammels and having only small collateral if any besides the tools
of their respective trades. In the IDF these development costs are concen-
trated in the animateurs, loan extension agents who are comstantly in the

field, supporting, monitoring, and assisting beneficiaries and prospective

beneficiaries.

2, Expansion of Operations

Additional indications of progress are shown by the extent to which

the HDF has expanded its operations.

a. Clients
It has been the policy of the Board to support
a wide range of type of business. Attached is a list of those supported
through June 1981. The concentration among tailors has been noted by the
Board, and guidelines issued to the Credit Section to restrict loans in this .
area. (The concentration was largely caused by the HF successful efforts to

upgrade industry in an industrial sector in Port-au-Prince, which was rapidly

becoming a depressed area).

b. Loan Disbursement

The loan portfolio currently stands at $740,000. Since
the flrst loan was approved in April 1980, the IDF has approved and disbursed
240 loans at an average of 33,600 per beneficiary. These loans have varied
from $255 to $8,329. Although the smaller loans continue to be approved
{those of $1,500 and under) there is an increasing tendency to issue large
loans (65,000 and up). The initial source for loan funds were monies allocated
in the original USAID OPC approved in April 1979 - $150,000, which was sub-
sequently reduced to $40,000. PADF also extended a loan of $37,500 to the IDF
for these purposes. In February 1981, the Inter-American Development Bank
approved 2 loan of $500,000 to extend credit to micro-enterprises and other
small productive projects in the Port-au-Prince metropolitan area. A second
OPC, approved in January 1982, included an allocatiom of $i50,000 for the
revolving loan fund. There remains of these funds, $32,000 in'the IDB account
which is automatically retained by the IDB awaiting an audit of the EDF by IDB
auditors, while the total available of USAID funds have been disbursed.

cond e
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¢. ..Range of small dDusiness supporzed

The following clients have benefitted Srom both technical ‘and

eredit assisteance: (as of Dec. 2982)

L d

N R H R W W NN N 0N R

.Number .. Total
"5 Charcoal &ealer . $ 5,032.23
7 Conecrete : © T38,416.55
23 Tailors : : ©35,958.11
Y ‘Barbers - 7 - 5,260.86
Garmpent shops ) 40,113. 6% -
Candy. Making . ) +. 1,836.00 B
27 Shoe making . o k5,187.25
10 Iron workers ‘ 20,351.20
1k Trade boutiques *+ 35,897.00
Ceramic manufacturing 8,047.29
Funeral parlor 3,060.00
Beauty salon - ; ~ 23,052.74
Battefy sales shop & repair k,972.50
Fishermen 8,568.00
Tourist shops‘ 13,016.95
Goldsmiths - 7,650.00
Dental clinics 20,265.01
Agricultursl supplies T,140.00
Poultry raising 17,597.06
Brake repair shoé . "T,1L5.00
Chelk making . 1,326.00
Handicraft : 7,650.00
7 Wood woking - 97,075.96
Women in éevclOpmént 6,236.00
}  Animateur transportation 12,865, 71
1 Dry clcaning 2,097.67 .
1 Landromat o 7,650.00 .

12 Artisonat 37,262.6h
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Air conditioning repair ' 5.669.7%
Disriilery : 33.988.80C

Kesraurants 21,211.05

Druy stores . 14,280.00
Medical clinic £,080.00
Matress manufacrurang 5,100.00
Book store . 5,100.00
Plants reising” . 2.95¢8.00
honey production 7:650.00
Educariopel fiism 7,650.00
Bakeries ) 10,936.52

Tire repair £.329.3¢
Paicture Zrame maﬁing - 5,335 5.
T.V. repair ¥,317.3:
Printine shop 7.140.00
Sewing machine repair 3,570.00
Buecher shop 7.650.00
~» Photography 2,500.00
Jewelry makers 13,88§.02
Medical daberztorm 7.650.0(
Z.00 o

Ceramist

Mosaic manufacturing §.047.2¢

Mecanics shop 15.300.00
School manual production 5,508.00
205 $739,442.00

Tnere sre approximately 1,400 S8E's in Porr-au-Prince which émiow
L

than 50 emplovees. Approximately 900 or &5% empley less than > <=
ané this sub-group is the HDF's target group.
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d) Loan Reimbursement

" The Foundation has recovered almost $100,000
in principal to date and over $70,000 in interest. While the rate of
collection to date is running at about 93 per cent, one disturb;pg factor
is that just under half of these clients are in arrears, and many have
been in arrears for more than four months., While IDF realizes that it-is
not a bank, and that its élients, by their very nature, operate on thé

thin edge of the economy, a Mmajor effort is being made to improve collectioms.

e) Loan Demand
- With the exhaustion of the available loan funds
from USAID and the IDB, the IDF is only accepting further lecan requests which
can be absorbed by the recycling of principal funds. HNevertheless, there
are awaiting disbursement, approved loans for some $102,000. An interesting
factor in assessing loan demand is the increasing number of potential bene-
ficiaries who are coming direétly to the Foundation offices. For the present
total of 238 clients ({including those receiving technical assistance) 77
or slightly over 30 percent first came directly to the office and were then

assigned to an animateur.

f8 Development Impact

The Development impact of this program has been
extensive, reaching beyong the customary economic indicators. The program

has created between 2 to 4 jobs per loan, and an equivalent income inérease
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per job is about-$600. The program has succeeded in'revérsiné the trend in
a declining sector of the city, but ﬁost important are the intangible
behefits of raising the level of social management corsciousness socio-—

economic development among the clients supported.

3. _Current Problem arean .
There are five current problem areas which the Exec-

N

utive Director is fully aware of, and is trying to take steps to ameliorate:

. ) a) . Loan Approval System: Throughout the year.

modifications have been gade in the loan
approval system in order to speed it up, but
there are always improvements that can be made
and ‘the HDF is very %eceptive to any further
areas of improvement which do not seriously
affect the capacity of the HF to judge the
worthwhileness of the small loans, when
Justification is based more on the character of
the beneficiary than on the balance sheet.which

is small and the collateral’” which is usually less.

b} . Management and Control of Loan Portfolio: The
_ collection efforts need to be stepped up. The
WF is making a major effort in this direction,
and one officer in the credit department has been
assigned principally to managing this function,
iwo animateurs - .without direct responsibility
for the @eneficiaries in arrears - have been going

into the field to encourage collection,

c¢) . Fuud Raising: Fund raising strategies have been

developed both for the MF and by the IDF itself.

The lack of tradition wihich Faiti has in this type

veed o
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of activity, and the absence of any real tax
incentives méke local fund raising a particularly
difficult task., The ¥WF is trying and has a
section of the IDF directed solely to this task,
but there are no easy answers. In the &nter—
national donor area, the Executive Director has
made a great many approaches and has been re-
warded with some $63,000." Bot apery i oonths.

efforts consume a great deal of time and money,

Institutional Management: The FDF has never been

on a sound financial footing. Despite the two

OPG@'s amounting to $990,000, the DF only received
some $470,625 for administration and operational
purpases - less than half. The remainder was
attributed to technical assistance ($329,375) and

to the revolving loan fund ($190,000). In order

to balance the budgets presented under these OPG's
the Foundation was constrained to procure consi-
derable outside funding, both local and From
international donors. Despite valiant efforts,

the results within laiti have been modest and have
been exacerbated by an early disastrous effort.

In the internaticnal sphere, the WF is beginning

to have some limited successes, Funds from inter-
naticnal foundationszand lending agencies, however, .
are generally restricted to specific projectsor
areas of interest to the donor and have not been
attributable to the operational and administrative
support necessary to undertake the specifié projecté

funded in this manner,

Present Financial Status: The Foundation succes

in disbursing credit has had the effect of emptying

N R
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the loan window before a syfficient number of
loans had returned sufficient principal for
recycling., This-eircumstance has been exacerbated
' by a shortfall in reimbursement of principal.
The consequence is that until additional capital
loan funds are forthcoming the Foundation is
eésentially monitoring and supportiﬁg current loans
and implementing a conéerted‘effort to increase

»

the reimbursement rate.
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ITI. PROJECT DESCRIPTION

A, Goal
The @al of this project is to increase the economic productivity

of the small business sectér in Haiti,

B. Purpose
The overall purpose of this project is to provide continued support

to the Hitian Development Foundation (HDF). tader the proposed 12 month

grant, the specific purposes are:

to provide technical assistance to the small business sector

in Faiti in basic bookkeeping and management skills.

" to provide small credifs to those businesses which meet the

eligibility guidelines )

to strengthen the financial management and credit operations of
the BF to a level at which it can effectively utilize and
administer a capital loan.

to expand technical assistance and credit to other geographical
regions of Faitl, as well as continuing to shpport viable -

projects in the greater Port-au~Prince area.

to develop an effective fund raisiug_ﬁrogram within the H¥

capable of developing a resource support base,

It is anticipated that the- achievement of these objecti;es will
have a substantial impact on the small business and micro-enterprises
gector of the Heitian economy in direct ratio. to the number .and volume . - .~
of loans disbursed, 'and will develop the HF to the point at which it has

achieved a measure of financial autonomy, and self sustaining capacity.

-n.o!o..
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'.to‘smallibusinesses in Ritd to eligible qualified clients through alveady

C. Funding - ) . . s,

.

. Funding for this project will be ‘divided into threé interrelaqed
functions, and the amounts and flow of funds have been closely adjusted to
remain in balance. Total funds requested for 1BAID funding are $495,000,.

-

These functions are:

hd .

-

T

1. Oper-rional Costs:i  $220,000 - Tha adwlaistrative crsts required

- to maintain the Foundation opexations, over and zhove those
projected from oth.y seurces, local funding; and the interest from
syb-loans. Plus $20;000_contingeucies funds o cover any fund raising

* shortagss during tha life of thz project or ény previovws deficits.

2. Loan Funds: §$160,003 ~ Aldequ-te loan funds flowing at an even rato,
-designzd to maintain 'the Foumndezicn in & fully operaticmal modes in

providing eredit to swall busizesses. . ) .

3. Technical Agsistence: . $95,000 provided for the provicion of

) technical assistance in desigvated functional areas, by
individuzis or orgmaizations reccraended by the Foundatlon

with the concurrence of UIAID.

A detailed budget analysis is prescutad in Chapter IV, Sezction E

D. Descripticn of the Proiack . .

" . At tha end of the year or this préject funding, the HF will have
provided technical assistemnce and credit to some 420 smail'entérprises. "This
figure includes some 240 beneaficizries currenﬁly ﬁeceiviné credic, who will
continué to be supported T the IDF. The figure of 420 is also Su;ject to -
Ineruase if additiqnal loan fﬁnds can be rrocured from other S0UTCES.

The project will operate through thevlhitian Tavelopment Foundation,-which

has some threc years experience in providing te: wic.l assistance and credit

establish technical assistance and loan procedure cystems. 4 numbor of
trained Joan extension agents, “animateurs'™, eperating in the field .

| - :
will conduct initial screening of potential beneficiaries, provide

3}
\ . * . . o’sc/a--
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tre_ining in technical assistance to opgrede management skills. to an
acceptable l'evel, and then assist the potential beneficiary in the
preparation of a loan application. _Loan applications are reviewed and .
analyzed in 4 _credit section of the TF and submitted to the Board of -
- Directors or delegated authority for approval or rejecti[ort. Clear and.
. precise e_ligibility'-criterie reietieg not only the limited financial ‘
'-circuinstaoces of potential beneficiaries but also their favolvement and
particii)atiqn in ,th]a entire process have been fortglulated ‘and are being ‘
-implemented. - With the funding available under thev_project,'\tl}e BF
anticipates expanding operetiocs . bo_th in terms of éeographic areas.
-corered and client outreach. The Foundation anticipatee expanding its

operations -into the more rural raeas of Biti, and has begun plans to

install an extension of the Fomdation in the area of Pet:'t t=Goave, - a rural

area of ‘some 90 000- inhdbitants relating to at urban- center of about. .

20,000 inhabitants whicH is located about ome hour by car from the capital.”

The Foundation is alsc considering the possibility of opening a branch
in Cap-mitian, the second primeipal city. in the country which is located
on the northern coast. -A survey of the transformation industries in
these areas was conducted .last spring under the sPonsorship of the
Foundation. The H)F expects to diversity its portfolio to promote new
) lines of businesses and develop the stagnant informal sector, including
-intervention in the agri-business sector. ) Tt T

B E Terms and. Conditions. of the Geant - B Lo

£ The recipient of the grant wild be the mitian Development
Foundation. The term of the grant will be for 12 months beginning
from ‘the date of signature of agreement. ’ :

:-"

,-":: : The grant wiil T:e made on condition that ~1:he. funds wilI be S
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administered in accordance with the terms and conditions set forth In
thid proposal as expressed particularly in the budget presented.

Since a principal puri:ose_ of this grant is to develop the financial
and managerial capacity of the HDF to effecti{rely operate within a
budgetary plan, and to establish a base for negotiations regarding a -
capital loan, particular attention will be paid to the manner in which
u;agotiatiﬁna for funds fr.om other outside sources (part from local
fund r'aising), and of the outcome of those negotiations in the interests
of adjusting the flow of TBAID funding to the best ‘interes_ts of the Foundation.

F. Prolect Activities

1. Prografu Component ° )
The program of the pro;iect consists of the distribution of

small loans to eligible entrepreneurs and groups among-the micro-businesses

of Biti. An Integral part of this program is the provision of technical
assistance and management support tc these individuals and groups, most of

whor have only rudimentary management skills.

The IDF has been in existence for four years and has had an
active credit program for slightly more than three years. During this period
a considerable body of experience has been gathered, mnd a number of changes

and modifications made in the methodology and philogsphy of providing credit
to small businesses which have had none or minimil -pwewious experience

with credit or even with the concept that one could akpand:a business and increase

onefs income and generate additional employment. These is no establish model
for the type of program that the HF is applying, although there are a number

of National Development Foundations in other Caribbesm and South American
Countries. The program being evolved im being develnped in terms which are
appropriate to Haiti, but there is gtill an elementwf "gtate of the art"

in this progran.

. The HDF will contipue to modify internal'mlicies‘ and procedures

“An keeping with the basic objectives of the Foundatjam and within the’

existing program.
a. Sub-lending termg and c::iteri'a )
Sub-loans will not exceed $10-,000 for #mdividuals and
$25,000 for groups. The main.émphasis of loans, homgm:, will be on

Y
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amounts considerably less in order to achieve an sverage of about $3,600
per loan. Mthough no specific distribution ratio is man.datory, .it is
expected that in order to meet the $3,600 median guideline, the
Foundation will continue to issue sufficient loans, probably short-term,
to offset loans in the higher ranges. For the purposes of meeting this

" guideline, loans to groups w:t].l be determined not by’ the undivided amount,
but by '.he amount of participation by each member (e. g. a loan of $20,000
among a group of 8 tailors would Be considered for tfxese PUrposGs as .
individual loans of $2,500. Loans are fssued to beneficiaries with .
varying terms depending on the nature of the 1oan. In general however,
short~term loans will be issued for one year with a two to three month
grace pex:iod and medium term loans of two years and possibly up-to five
with a six month grace period: "No.long term loans m‘.l]_. be issued.

Funds will be availaBl;a for the financing of
micro-enterprises in the transﬁomaiidn industry, retail services, dnd
in those felated to agrioultural i:i:oduction, although not to agricultural
production itself. Among the tyoes of oroject to be sul;ported would be:
iron workers, artisans, cabinet makers, auto mechanic sﬁoi:s, i:harmacists,
and such others as locksmiths, ?bakers,‘ or pots and oans makers. In the
agricultural production area, the concentration would be on such as:

¢ storage facilities, transport, fishing equipment, and agricultural tools.

Emphasis on Groups and Women
There will he an emphasis on the pronotion and support of

-

groups and women. Groups and otherx cooperative organizations have not
been too active in Haiti, but the potential advantages in terms of
operational costs per loan and the multii)i‘ier effect outwelgh.the
additional effort initially required in ovrder to encourage formation of

. .

the group,

o-'t;lllc
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There are current@y some 41 beneficiaries who are women,
constituting. almost 20 percent of the total outstanding loans. This
statistic is inm keeping with the results of the survey of small business
undertaken in 1979 (see Annex E)., The IDF has made great efforts
to locate train and employ women animateurs, and has in addition,

restricted funds which will support the employment of one woman animateur

" to undertake technical assistance and credit activities largely in a .

rural area. :

With a lack of a history of groups or group formation in
Hiti, the IDF has had in many instances to create groups and these
ha@e often been a partnership of two people. Although there are currently
only 20 group sﬁb-projects, thé IDF recognizes the potential which groups

offer’.and is continuing a major effort in this area.

Technical Assistance to Benefiéiaries
An integral part of the project is the technical assistance

pro&ided to beneficiaries by the Foundation through the animateurs.

These individuals are the unique and vital element in the program.

These individuals have been trained in s2ll aspects of small
business administration: accounting, fecqrd keeping, invenfbry control,
procurement, marketing, etc. At the end of their training they
are fully capable of passing on their kn&ﬁledge to potential beneficiaries
and it is a requirement of eligibility that a potential beneficiary show
competence in the area of basic management skillg'beforq‘presenting.a
loan application. The checklist which i¢ included in the dossier for
a loan, requires competence. In a wide variety of busimess skills, The
principal requirement however, is the ability-to'qggiluﬂin elementary ..
account books without detalled supervision by an ggh.rtgur.ﬂ To.date, such

-;-I.--
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technical assistance has been provided strictly on a one-to-one basis.
It is expected, however, that the Foundation will develop a program
which will allow some of the training to take place at central locations

convenient to the beneficiaries where groups may be trained at the same -
. 1

time; thereby effecting some cost saving.

- - - -

.Loan Procedures

- -

- All loans applications are prepared on forms

Bupplied by the Foundation and require detailed information of the
project background, number of beneficiaries, both direct and indirect,.-
investment schedule, production projection, and administrative controls
and procedures. The apﬁlication is then subjected to a feasibility
analysis in the Foundation, which analyzes the viability of the proposed

project in terms of cash f£low, return on investment, characteristics

of the beneficiary, and also establishes the reimbursement schedule

appropriate to the project.

* *Loar ‘Réview "and "Approval System

The Board of Directors has appointed a Credit
Committee with responsibility for approving or taking other action with
respect to all loans presented. This authority has been devolved as

follows in the interests of efficiency:

« loans of over $10,000 are reviewed directly
by the credit committee of the Board

. loans of $2,500 to $10,000 are reviewed by ‘an
fnternal credit committee consisting of the
Executive Directox, the Director of Promotion
’and the égedit Ofﬁice:. -

. . Lodns of under $2,500 are reviewed and aotea

upon directly by the Executive Dirvector - -

oo-f-oc



Interest Rate on Loans

The rate -at which loans are currently issned is 14
* percent which is a concessionary rate-compared to the current HKitian ..
commercial bank rate. for similar ‘loans of'18 perCent. This rate may, be .
changed during the ‘life of the- prOJect 1f changes in’ commercial interest )
rates warrant it. A 2 percent fee i1s also charged all beneficiaries for
loan documentation _and.. -closing. This is paid for, in advance, to. the

Foundation as part of the principal of the. 1oan. ST A .:‘;;: N

* - n * . -~ ' q: . .
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Lgﬁn Disbursement, Recording and Reimbursement
Ton approval of a loan, the Foundation will make
the initial disbursement to the beneficiary, or directly tc the supplier

of goods and services if such are called for. The loan is recorded at the Lo
Foundation, znd the terms and conditions are reviewed with’ the beneficiary.
prior to disbursement at the time that he or she signs the necessary
. documentation. Customarily, the title to any equipment purchase with. loan
funds is retained by the Foundation as collateral until the loan is fully
- paid off. All documentation sunporting the loan is maintained at the -

’

l....

Foundation.

The rate of—reimbursement is established at the"
time of initiation of the loan. ‘The pdlicy of the Foundation-is to have
the -beneficiary bring the monthly payment ditectly to the ?oundationr
It is usually in cash.- A yeceipt iS'prepared.and given to. the beneficiarym::l
.Control if maintained by having a copy of the prenumbered receipts - 1;:: o _.‘:
distributed -to. the Financial Office, to he reconeiled with bank deposits

.., The funds’are deposltEtL dailye .- e i 0 T E L
f;:;_ \5 ,: D ;‘4“ -3, -.._F‘.‘ e - o e et o e «':s R R
-*‘f AT “”“??*; -The rate of reimburgement to-date has heen-at ahout-mw s i b

>
- R R

$6, 000 or more per. month. Arrearages have only reeently'become a prdblem :w‘;"i
-with. the Foundation and a program is being implemented to enhance collection. o

.
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2. End of Project Status/Outputs

By the end of this 12-month grant, the HF will have gained
an additional year of experience with particular emphasis on the monitoring
and Implementation of the technical assistance and credit program. During
the first two phases, the IDF has been mest successful in developing an
active and effective loan program and in disbursing some $740,000 in -

loan funds into the small business community in Port-au-Prince.

Approximately 180 mew clients will be assisted during this
grant, although this figure could be increased 1f additional loancfunds

cone available,

A major emphasis, however, will be on the operation of the
reimbursement program. While it is recognized that the HDF is in a risk .
business lending funds to individuals and groups with none or c-mly limited
experience with eredit, the Foundation is succeésfully recupe.rating
gpproximately 10 percent net in :i:nterest.' By the end of the project
. year, there is expected to be.an improvement both in the area of inte.reat.
collected .@currently at about $6,000 per month) as well as in principal
recycled. Although there will always be defaults in this area of credit
extension, the HF will institate and implement a detailed and concrete '
program to deal with defaults, not only to minimize the number of defaults,

but also to advise the community that the Foundation is serious about

loan collection.

»

5

. The OF also anticipates extendit;g operations to one
provincial area of Haiti, probably the region of Petdt-Goave, A detailed -
plen and budget has alr;ady been prepared, a survey o»f small business in
that area has been completed, and field work has beea mndertaken by new -
animateurs i:eing trained to work in principally agrirwitural/rural areas.
The IDF expects to have a team of five animateurs operating din this

-o-i.a‘
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Ce Comltc est une instance charqee de suivre spec1a1emcnt les
- act1v1tes de la Fondutlon en matiére:

3- a'évaluation des lmpacts sociaux, €conomigques
de projets pris en charge pqr la FPondation sur 1la- collect1v1te

6- d'analyse monauelle du rapport du Directeur Executlf pour la

2~ de 1'1ntegratlon de groupements urhalns ou ruraux a carac-
© fere cooperatlf associatif ou-communautaire aux objectifs,

et ecologlques .

.

4- de promoticn de technologies appropriééssé la réalite haitienne

5- de visite sporadigue dans les centres de Lrav«xl financés pal

[ R——

#7- d'informer le Conseil de toute'situation relative a leur fonction

8- .de chercher & connaltre les forxces cconomlques de chague reglon
concernant la Fondation et d'etudlel la mcthode de mlge en place

des projets devant donner vie a la communaute

Ce Conite se Jeunlra pellodlquement trois fois chaque trlme stre avec
le Directeur Excdcutif et le Directeur de Promotiocn en viue de prendre
vonnaissance et discuter des questions précitees et émettre des deci-
sions’ sur "les strateqles a adopter.

L
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Article 1.

- Article 2.~
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. toa L v v "Battian Déletnm=anr Frvmdation
K '..,’ . HAJTIAN NEVELOTHENT FOUND ﬁT‘.fON Lozfn.!j:es.ulat:.‘on - :\nnexe..c :
ot IoMREUTIONS s . L el

T L I T P i R ST .'.;Le.-? o
) Cre e S e Section I Croaw fox e ant oo - e

. 7 ... . PURTOSE OF THE 10ANS et e e

i‘h;a resources from the H.D.F. Credit program may be used

( 3n the financing of projects and- product.we prograns in the follo-
“wing sectors: Transfornation industty, retail,sexvices, fishing
and agriculfure and to related sexvices (transportation, stdrage, .

insurance etc.) LT A evio el e
) . -7 ... Section II R I I
TTNL D Tan L REERRERRER L ey A ;

~ JOAN REGIPIENTS :

] I-oans may be granted in order 'E.o finance proaects sur,h
as 'I:hose described in article I of this regulatz.on to those ‘wmh—
viduals or groups receiving technical ass:tstance from H.D.F. wich

comply with the following reguirements (in the case of sroups,; no
less than 80% of the mem'ben:s should adhere to the following requn:e—

-

mentS) BRGNP -_-l.,.. - . .,_‘1

(53

( 1. Persomlly a.dm:m:xs'ter their own progec‘b ox errbrepr:se. h -

'( i1) The project or ent:reprlse should provide a major part of ‘the
“income and/or contribute to a significant increase in the :
.’mcome of ea,ch ;pa:ctlclpanb. o o ’ o

( 3.) That the projects or emreprises a.ssets do not exceed the
% following limits: - - .- :
a.) In the case of agrieultural projects the net asse‘ts
. . "cluding the value of land and building should not exgeed -
the equivalent (per mem'ber) o:£' 10 -ta.mcs 'the anrmal 1egal

-

Tt -

. . A .‘mimum “age. et "'"""‘ “'*:"‘“ v Wy e s i .‘7 ; ’-*
'b) In the case of cattle ra.is:m,, the net assets :mc:luding

L el tedand and duildings should not exceed the equ:ura.lert (per

. Rty nember) of .20 times the ammal legal minimom. Hages =

-

c) In 'bhe ca.se of transfomat:mn .’s.udu.:txy. :ce'ha.il and. servi—

J.aJ’:it e, es. net a;_;ge‘[‘,s mlndi’x; the value Oi' la.ms a!ﬂ bﬂﬂﬁ‘.’mu. ) ,

"’ evaluated a net ‘depreciated prices, should not exceed the
" equivalent (per member) of $25,000.00. -

.
* . -
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CArticle 3u-

-

oot ()
yroject's or entreprises production {or sales in the cases of
" services and retajl) originate from members who adhere to the: .

- o :[:he loan porticn é.lrectly £ 1na.ncet3. by HDF v

4
.
. "
+
.
-

-
L ] +

~“That in the case of group loans, no less than 60% of the

requirements established in the previous insert (iii) -

Notwithstanding that established in insert (33i), in io casé
‘can'a loan granted to projects or emterprises whose net assets

_dmluding, valued at net ‘depreciated prices exceed $50,000.00.-
‘In"the case of loans granted under the guaramty of FDI or simi-

1a.T: 5nternat10nal institution, the a.bove 13m5:l:s will only apply

To be el:lglble for :[‘:Lrancir&, with funds i‘rom H.D.F.'s cred:d:.

" program, the. applnca.ni:s shoulds . .17 2l hd .-;

»

a) "Have had previous expe.rlerce :m 'hhe actlv:.ty i;hey pldn to

>~ - under take andfoxr - - - R T2 -

- R

b) Be willing to recelve 'hra:mmo and 'techn:‘\.cal assistance

¢) Present irformation concerning their socao—economm con&r—-
" $ions acceptahle o the’ founaatmn.

d) Have meceived technical assistance and ot least & visits by

- HDF anma.tors. However this regu:rement can be waived for

Y R

. * 'appl:carrbs ‘HhD have demon.,t*a.ted experience in mana.gement

m.-tmle 3 (bis)
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- Section 1112,_" e b et alad o
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SRR m:mun AMOUNTS AND PERIODS PRRERIEEES f;;,p :{‘
HDF is a.'ble -to make a loah for -hhe &evelo_pmerrh af a moaec'b

Conly When. -l:he total a.mount of the loan is mot more than $10 000.00

in the case of. individual loans, or the equivalent $6 000.00 ‘pex

- member in 'bhe case of group loans ni-Lh -bhe to’oal net excee&.’mg

$35,000 00, with po more 'bhan $25%. of HDF's . loans exceed $10,000 DO.
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http:exceed-$10,000.00
http:6,000.00
http:10,000.00
http:50,000.00

_Artiele’s, - - HDF' is able to make loans to persons fo:r: up to 18 monhhs Hl‘hh_
wetoup fo 3 months grace period for short-term loan.;, and up to

e - €0 months with ‘up to a 6 nonth grace pcraod Tor medium term .
. doans, . depend:mg upon ‘the cond:.tmn., and needs of ea.ch pro-
T . Seet, e Co e . '

. " The Credit Comnitiee of the Boaxd 6 Directors has alrthority
] 'E.o extend the grace period an& the terms of :cepaymenbs on a

‘.;‘,..l': ". [ \"' i
P

-

LI case by case basis.,

' RIS R Section IV <
- - . "L " -!**iﬁ-l\’.-}-*k-lﬂ(- P

LR A
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- m‘msr RATES AND OTHER CHARGES

Article 6.~ _ The imterest rates charged by the HDF are dete::mned by .its
) Boaxd of ‘Dnrec'bors, rates showld remain compatible with the-

. legislation and offlc:al policy in effect- in the country, a:oEt
“should te maintained at le' cls 1ess to thosé rates used in :
. 'bhe barﬂc:.rg system for similar pro_ject..,. UL BN A

PR A

] - -

_Article 7.~  The interest rates heg'in taking effect on the date of dishurse-
ment and are ca.lcula:hed on the actual telance on prmclpal

Article 8.- Tha costs incurred by HDF in the concessmn of loans such as
degal cos-b, 1:1.ens, life insurance as well as- :pa:LL of ‘theclcm:b-
cal assistance costs and a swall financial comnission, as.
Getermined from $ime to time by Credit Connn:tttee with Boa:rd. ]

" approval, are charged tc the loan recipmnt am my form part

I
" N
2 - :.‘ .

) ;, "1 of the loan. e ,{n,, e, el o :’f R
In those cases where their is'a deh.ay in paymerrh equn.valenb to

:Article 90"'
| . 30 days or nore, the interest ra:f.e is automa.t.xcally changed -
T e T unbil paymenbs are bmouoﬁt up o date in accordance with the .
A 'paymen!‘. plan established in the loa.a agreement s . ""“_,r.“”‘_;_ :
LR - “‘ . * 4-_“"1" .‘-’a"' “""-‘4‘~
R AT -._':;‘,‘“;’“‘.-‘- . :t_';,‘ * ri ,;_';; : _-":: et
S SR T Sectmonv T
. . _.3-,:“- LT -!-*HH**-H_ T T T . "
S S - TOAN JGREZNENTS AND THER commmns -

" Article 10,- . Tn a1l cases whére a loan request has been a.pprovcd, pr:’wr %o
: <L disbu.rsemenb the loan recipient (5) must sign a loan agremnent
- and promise to a.dhcre to the i‘ollowm, conditions:

.
‘v


http:effeot-.in

- ‘Article 12.-

Article .- .

© -, and emergencies.

o a) Co—s:gners (in ‘bhe case of group loans) .
'b) Collateral made up of the eguip. and goods yurohasea ,

. - »* . .. .
- . N - ..
» + »
R . LI . » . - . * -
. - R T t
- .
- - - - .
: - hd *
- L]
o, L h- L4 - - " .
*, - - -
- " P -
- ¥ -
. - ] -
- - T
- -n

a) coinply wilh terms and pu::pose o' the loan as approved
'by the H.D.F. and not introduce mo&::E‘ ivations "in the

use of the loan without previous written author:zat ion

i‘romthe}IDF. L.

LN K ‘-,,a‘ o . .f,

‘o) ABow H.D.T. employees, ox thosa avthorized by H.D.F.,
BN ~1o undertake evaluvation, and verii‘ications of the use

oi‘ HD.F. funds,as well as xevisiops of the projeci's

’ WOrkplace or othez goods :m'-lud.ed in the respective.’

© project. o7
c) Maintain an adeguate sccount ing or bookeeping systen

. - fxom whmh financisl s‘L atements can be pre;t-ared.

~ . -‘i. ._“;
& .‘books or other inspection of the equi.p:neni' imreubory,

4) Develop and nalotain, in &'sépa“' be accourb, a cash Te~

serve to cover derreciation of equip., fimancizl :r:usks,‘

! P I P
P ... - - £ R _‘_;‘:::' S ,5,.§..'.,”
© Sechion VI 72t

o, ; .. 'ﬁglc‘aﬁiﬂx-ﬂ*x—k - Tyl

CUARLANTEES

‘assistance provided by the monitors as well as the fea:—:i-

~ "bility of the progect itselfs T o
. ¥n accordance with H.D.F's guag,emcut + -each loan shoula 'i:e -

" backed by any or 21l of the folloumg gmararrbces- -

-

" The principzl guarantec for-the execution of the projests ..
“fimanced by H.D.F. is the promotion process ani technical,

Fl

i MJ&A-.:L‘-&A.A

. with the loan funds, ana/or of the eq_uipmen‘c and goods *

f contributed by “the loan recip.xcnb. (s) .
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" Article 2

Article 5.~

Artigle 16.-

I LA A
A 2¥

© Arbicle 13.-

i
o4

formation anB. docmnentatmn. T -, .

. . . - . . - .
- . 4. " - .} - '.c ’ .
‘o * - N - > - .« v
L3 - 5, - . - .. -~
- * - . * * = - - L . 4 Y
) - . Section VII " . Tee
SR T T AR RN . . . .

THE LOAN ngnsr AND IT'S FROCESSTIG

The loan requests should be pre.aented in writting ana .,hould
contai‘n the additional information and documentatlon 5 that

" described in article 18 of 'I;h‘.is rcgulation.

s ' - FEANE 3. e

The loan request is presented 'Lo the promot:xon superv I.SC}I -

" +ho ass3gns it a mumber and makés 2 general revision of the
- combents and determines whether or not the loan request is

to be processed. ] T

Foe o ot Lt e . - - . P e,

2

A1 Joan reqvests are p:roceu'sarl :m then‘ o*der of - presenta.mon

once the regquired informations d.nd documems are provided.

In the case o7 a loan reguesi bemg Jmomplete or needing ad-

ditiopal information and/or documentation the promoticn depart-
ment informs the applicants (s} of the addiijonal information
arxd:/ or documentation needed so thut It may be cofnple‘berl and
escmed. s ‘ ) . -

v fus s w b . « e

The loan request with all the aé:ditibnal .’erfor-m-a:i;ions and docu-'
ments is carefully analysed by the Cred::.t Off:mcr who pr*—»mxes

the correspondm;. i‘eas:.'b..lity stuo@. RPN -

my

.
: rrn s, 11-.@. :;.I- h-. g o 4.5":: g .i, % '..;.‘i‘ i AN TE AT 6,@,; .;.-" '.‘.‘h, k3 7“!1 .

The 1oan :cequests should be a.ccompan'acd ‘H':I.'Lh 'Lhe fo]lowmg in-
i

PP L & | I VRATY i

(TP

a) A detail deocriptmn of the proaect -l-.o be execu'ted curxta:m-

. ing informationm sboub: - - § e i

( 3) Projoct background .- . * :
.f( 11) Olz;jectives of 'i'.he projec'f. . L e
'(iii) Mumber of loan recipients e - ‘ ’ .

- {n) Mombex of imdivect bemeficiadres . ., on
E( u) Investment sbhedule v
( vi) ¥roduction proaectnoné
(uii) Marketing information

T - .-
evimre e ORI P gt o
: ,

.

(ui:.i) Organizvational structure (in group loam, ‘board of ai-

re~4tare ~nd hy=111= =hanlaA 'I'z Spate e Y

41



. Article 19~

-

Articls 20.-

T, drticle 21~

Artiole 22.~

_' The analyb:'ts und i‘casi‘bility utuﬁy of each proaect will
. include, anong oithers, the i'ollog:ma aspeci.s. ': _ .

(3x. )} Proposed repaynent plan S e L
(x ) Technical assistance reguired

(xi ) Administrative controle and procedures
NeTER ) General obserfe.tions ’

e 3

a) The project or activity to be financed

'b) " The investment schedule amd proposed applicat ion of the

Joan funds. - .

.. - ¢) Dishirsement plan indicating da‘te::- and .anounts

d) Economic apalysis (cost—bcnef:u,s, ne‘b value, r.0.L)

-

e) Payment plan G e am .
) . Cash fiow (projes hons of income and expmﬁlturcs)

- g) Technical assistance and project supexvision

bh) Projected increase :‘Ln fa.mily :1.m.omc* for loan J.C-ul}_)luﬂt (s)

Foxr each loan reguest processed, the credii officer Trepsres a

" written report iniicating ~the results of the respective amaly-
. sis and fessibility study, and making the corresponiinz recom- :
. mendations about firancing the project. This report, together
-~ Rith the feasibilily study and ‘add it ional documenta:bion, is

then p:esentcd 4o the Executive Director who, alter. rcv'iem.tg

", its conmtents, sends it 'to the Creditor Gommlctee.

'.', The Cre&.r:h Comm:r.’ctee remetrs the p:cosecy a.nd the fcasib::li%y .

study for a,pproval or reaect :uon a.rxi im"o:.m the board’ of dl'}:‘eC-

- tors of thelr respect:.ve deci»iqn gs soon as ;pass:fblo

The E‘xe,cutive D:.-rector and the Credit Du:ector signmg aoint— '
. . 1y can approve loan up 1o $z, 500,00 withoub prev}om a;p;:roval
i:;+. by Credst Committee of Board of Directors... -

For 1oans from §2,3500.00 ol ¢10 000. 00, ’nhz. addl‘bmnal sﬁgna.-

. " fureof a senior loan ofi‘lcer atrhlmrized 'by the Cred:vb Conm::t-
.0 -tee Will be required. = . - . B R

Credit Canuni‘h‘tec approval is reguixed :f.‘or loans o\rer $10 000. 00. }

- - i
. . L


http:10,000.00
http:10,000.00
http:2,500.00
http:to'$2,500.00

-

.'}.r:tiéle 22.- Once-a 1gan is approved, disbursement should be mzude

= . > . . e M * *
. . a - - » <. » . .
¥ e ] et Toe : - 7 - . . ) ol . I‘ .'.
- . - - . ': - : . .,
. . . . . . s . - -
) D * . Scetion VIII . ) _
. P SRR = 2 222 T Tl L .
- i : - '..f AJe o ” . . . - * - > .' . - - ) ' “
. _ DISBURSEMENT o B

1.

-according the investment plan andf/or timetable of-the
respective project®s activibies. Disbursement will be
" made by means of ghecks is_'.suea'directiy to the suppliers -
"+ of good and services whenevexr possible and only ;vhen_ ne-

il % e o). cessarywill the checks be issued  directly o a loan
: rec:zpien-b. e e e T S
.. .t Lore R e r_. . Lo ..‘::: .l )

o IOAN AMORTIZETIONS . vty - . ws iy r. ohe

Arbicle 25.- . In the vanting of credit, HDF will widertake a supervi-
. -sion process that will allow HDF o he fully aware of the
exzct vse of loan funds in order to assume that funds are

-7 . -used properly and facilibtate loan recovery.

Acbicle 26~ - - If HDF determines that the loan funds have been used for
purposes other than those specified In the projec*i: and

, coxresponding loan agre..me:rh HDF resexves to r:gh" to
demand ﬁmnedla:ce ;payment of the to-ba.l amouub 1oa.ned.

- =" r A #....q

: Article 27.- . The control of the 1oam pa.yments is 'bhe resporsa.hility

" of HDF's loan Collector una.er direct supexvis.:.on or the -
oLt Credit Director. In order *t‘.o assure the 'l;:un‘e]y rec:m.fery'
) “ 7 - of porey loaned in accordance ‘with the respectiw_re paymer;t'. )
o ‘ i " .. plans established m the 1oan'agreemenbs s+ dn o:'rl'de:t_to undex«.-
. oo s o take the mecessary. mes asures in the case of latness of de
' gamt, the credit Director will conply, with the follow:.ng

o . . ' . -
.. noms. i ; e . .
. RS . - - - - - -
- - - . - . .
r . * S * - t. . . ‘_, - * - B VI R - Eralry
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Once a loan is disburSed to the Individial or group

- financéd the Credit Director Teceives a copy of the

signed Yoan ag:cement (contract) and oithar legal do~.
cunents and safe keep them. T -

The loan Collector opens a loan £ile i‘or the dnsbur&ed
loar comiaining the essential informations relevant fo _
the project and the pajment Plan establ:.shed in the loan’
agreement., . - ) .

Any lozns z'.ﬁre"tha.n 30 days ovez;dua'w:'z.ll avtonat ically
be charged additional imterest which shall be deterhined

-from time to time by Credit Commitice. The loan Collec~

tor will contact the delinquent client and will sulmnit a
monthly reporb to the C.C. with copy 1o the finance de-
Partnents . T . ’

In those cases where the delay in payment is to 60 days
a formul letter will 'be sent to the eliert by the Credit .

DBP&I'LHQITL-

In those cases where tlie delay in payment Is siore than

90 days, the Credit Departmerd will notify the Executive’
Director in order to detemmine legal disposition to be
taken. ' . ’ i .

On a monthly basis the Credit D:.Lecto:: W.lll prc.pare a
report of the porL:Eola.o. Copies will be sent to. the prerbv-
fdent of the Gred:rb Go:run::buee, the Exccubivé: Director, the _

"'—Fﬁnamial Mansger, and all, other fnterested parbles.



