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TO: The F i l e s  

PROM: Berna i  Velarde, PSP 
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SUBJECT: Close Out Report f o r  Mic roen te rp r i s e  Development Program (Accion 
International-AZTEC OPG No.522-ESF-0319. 

A. BACKGROUND - 
Since  September 1984, wi th  Accion In te rna t iona l /AITECts  t e c h n i c a l  a s s i s t a n c e  
and funding  from P r i v a t e  Agencies Co l l abo ra t ing  Together (PACT), p r i v a t e  
c o n t r i b u t i o n s ,  and i t s  own re sources ,  ASEPADE had i n i t i a t e d  a  P i l o t  P r o j e c t  
f o r  s e r v i n g  t h e  c r e d i t  needs of t h e  urban i c f o r m a l  s e c t o r .  By January 1985, 
ove r  1,000 loans  t o t a l l i n g  i n  excess  of L360,OOO had been disbursed t o  730 
p a r t i c i p a n t s  (79% of whom were women), i n  Tegucigalpa,  Comayaguela and 
Choluteca.  The p a s t  due r a t e  on t h e s e  loans  was 7% of t he  p o r t f o l i o .  

With t h i s  P i l o t  Program a l r e a d y  i n  p l ace ,  Accion International/AITEC reques t ed  
t h a t  USAID/Honduras fund a  two-year Opera t iona l  Program Grant t o t a l l i n g  
$418,515. Of t h i s  amount, $270,409 would be u t i l i z e d  by ASEPADE f o r  
o p e r a t i o n a l  and a d m i n i s t r a t i v e  expenses of  a  Microbusiness Program and a  
r o t a t i n g  loan  fund. The remainder would cover  AITEC Technical  Ass i s t ance  and 
would inc lude  a  Resident  Advisor.  Though AZTEC was t h e  Grantee, ASEPADE was 
t o  be t h e  implementing o rgan iza t ion  f o r  most of t h e  a c t i v i t i e s  under t h e  
Grant .  S ince  t h e  Mission was under a  moratorium on s i g n i n s  up new d o l l a r  
funded OPGs, a l o c a l  currency g r a n t  was approved f o r  AIPZC i n  the  amount of 
L65O,OOO. 

B. PROJECT GOAL AND PURPOSE: 

The p r o j e c t  g o a l  was t o  improve t h e  socio-economic condi t ions  of t h e  lowes t  
s t r a t u m  o.f t ! ~ s  economically a c t i v e  : ! r b a ~  popula t ion ,  t:, c r e a t e  new ,j?'>s and 
i n c r e a s e  fami ly  income. 

The p r o j e c t  purpose was t o  enhance t h e  p roduc t iv i ty ,  employment acd incoac  
g e n e r a t i o n  p o t e n t i a l  of en t r ep reneur s  i n  t h e  informal  s e c t o r .  The p r o j e c t  
purpose was t o  be accomplished through inc reased  acces s  t o  c r e d i t  and 
t e c h n i c a l  a s s i s t a n c e  oo t h a t  e n t e r p r i s e s  can  develop and expand t h e i r  marke ts .  

A secondary purpose was t o  i n c r e a s e  and s t r e n g h t h e a  ASEPADE's c a p a b i l i t i e s  t o  
c a r r y  o u t  a  c r e d i t  and managerial  a s s i s t a n c e  program through t h e  p r o v i s i o n  of  
t e c h n i c a l  a s s i s t a n c e  and t r a i n i n g .  



C. PROJECT DESCRIPTION - 
The Grant  Agreement states t h a t  Accion/AITEC would assist ASEPADE i n  expanding 
its m i c r o e n t e r p r i s e  program through t h e  implemcntatiou of t h e  fo l lowing  two 
components: 

1. CWME - Microen te rp r i s e  Program (Component 1 )  

Under t h i s  component, any  s e r v i c e  o r  manufacturing e n t e r p r i s e  would be 
cons idered  e l i g i b l e  f o r  a l o a n  s o  long a s  i t s  f i x e d  a s s e z s  (no t  inc luding  land 
and b u i l d i n g s )  were not  i n  excess  of L20,000 and i f  t h e  e n t e r p r i s e  d i d  not 
have any a c c e s s  t o  commercial sou rces  of c r e d i t .  I n i t i a l  l o a n s  would be i n  
small amounts, f o r  s h o r t  terms, and mainly f o r  working c a p i t a l  a t  a . 2 %  monthly 
i n t e r e s t  r a t e .  The p o s s i b i l i t i e s  of i n c r e a s i w  t h e  loan  amount would depend 
upon t h e  repayment record  and growth of  t h e  e n t e r p r i s e .  Loan amounts would 
range from L200 t o  L3,000 and the  payment per iod  g e n e r a l l y  from two t o  s i x t e e n  
weeks and be fo re  ob ta in ing  a second loan ,  t h e  en t r ep reneur  would have t o  have 
opened a sav ings  account .  

2. CREDISOL - S o l i d a r i t y  Groups Program (Component 2)  

Under t h i s  component, s o l i d a r i t y  groups would be formed i n t e g r a t i n g  f i v e  t o  
e i g h t  en t r ep reneur s  who own product ion  equipment o r  provide s e r v i c e s .  They 
suppor t  each o t h e r  by servi i ig  a s  gua ran to r s  f o r  ob ta in ing  l o a n s .  Loan amounts 
range from L50 pe r  member t o  L400 per  member. Condit ions and r a t e s  o r e  
s i m i l a r  t o  t hose  o f  t h e  m i c r o e n t e r p r i s e  program. 

This  Grant was e f f e c t i v e  beginning J u l y  31, 1986 with an o r i g i n a l  PACD da te  of 
J u l y  30, 1988 and with A I D  funding of  L650,OOO. I n  Apr i l  1987, A I D  increased  
t h e  amount by L285,450 and i n  March 1988 by L174,550, f o r  a f i n a l  new l i f e  of 
p r o j e c t  t o t a l  of L1,110,000. The PACD d a t e  was extended t o  September 30, 
1988, due t o  t h e  a n t i c i p a t e d  cont inued success  of t he  program and the  
con t inu ing  demand f o r  c r e d i t  i n  t h e  secondary c i t i e s  of San Pedro Sula and 
Choluteca which was exceeding the  amounts a l l o c a t e d  f o r  t h i s  a c t i v i t y  under 
t h e  OPG. 

D. OUTPUTS . 
Accion/AITEC should provide t e c h n i c a l  a s s i s t a n c e  and cred i t  funds t o  ASC2Hi)E 
f o r  t h e  expansion of i t s  mic roen te rp r i s e  program i n  t h e  fo l lowing  a reas :  

1. Establ ishment  of monitor ing,  f i n a n c i a l  and loan  process ing  systems f o r  the  
c r e d i t  component of  t h e  program. 

2. Expansion of  t h e  ASEPADE Program i n  up t o  e i g h t  c i t i a s  i n  Honduras. 

3. Coordina t ion  of t r a i n i n g  and t e c h n i c a l  a s s i s t a n c e  p r o v i s i o n  t o  
microent repreneurs  p a r t i c i p a t i n g  i n  t h e  program. 

4. Provide  t r a i n i n g  t o  ASEPADE s t a f f .  



5. Development of methodologies f o r  impact e v a l u a t i o n  f o r  ASEPADE. 

6. A s s i s t  ASEPADE i n  achiev ing  o u t p u t s  o u t l i n e d  i n  Annex I of  Grant 
Agreement , a s  f  01 lows : 

Under Component ( I ) ,  by the  end of t h e  p r o j e c t ,  800 mic roen te rp r i s e s  should 
have benef i ted  i n  t h e  f i r s t  year  and 900 i n  t h e  second year;  2,400 loans  
should be d isbursed  i n  t h e  f i r s t  year  and 2,800 i n  t h e  second year .  Loans 
should t o t a l  t h e  equ iva l en t  of $650,000 i n  t h e  f i r s t  year  and t h e  equ iva l en t  
of $1,500,000 i n  t he  second year .  Ope ra t iona l  and a d m i n i s t r a t i v e  c o s t s  per  
d o l l a r  l e n t  should be $0.08 i n  t h e  f i r s t  year  and $0.04 i n  t h e  second year .  
Jobs  should be c r e a t e d  a t  L1,000 investment  per  job i n  t h e  f i r s t  year  and 
L3,000 i n  t h e  second year .  An e q u i v a l e n t  number of jobs should be 
maintained.  Rudimentary l e v e l  t r a i n i n g  should a l s o  be provided t o  
microent repreneurs  r ece iv ing  loans .  

Under Component ( 2 ) ,  400 s o l i d a r i t y  groups should be formed i n  t h e  f i r s t  year  
and 500 i n  t h e  second yea r ,  with a t o t a l  of 2,400 p a r t i c i p a n t s  i n  t h e  f i r s t  
y e a r  and 3,048 i n  t h e  second year .  Loans should t o t a l  L800,OOO i n  t h e  f i r s t  
y e a r  and L960,OOO i n  t h e  second year  ( t h i s  f i g u r e  i n c l u d e s  funding from o t h e r  
sou rces  ) . 
E. INPUTS 

A I D  would provide L650,000 i n  Grant Funds. By the  PACD, t h i s  amount was 
inc reased  t o  L1,110,000. Other i n s t i t u t i o n s  vh ich  provided funds f o r  c h i s  
p r o j e c t  were t h e  Inter-American Foundation whlch provided L101,470, t h e  
P r i v a t e  Agencies Col labora t ing  Together provid ing  L137,348, t h e  Inter-American 
Development Bank providing L749,OOO and Accion/AITEC providing L150,OOO and 
$31,000 f o r  a grand t o t a l  l i f e  of p r o j e c t  funding of L2,247,818 and $31,000. 

F. OUTPUTS PLANNED BUT NOT ACCOPPLISHED 

O v e r a l l ,  90% of t h e  p r o j e c t  ou tpu t s  were accomplished according t o  
Accion/AITEC1s F i n a l  Report on November 1988. 

The fo l lowing  a r e  some of t he  most impor tan t  o u t p u t s  t h a t  d id  not  reach t h e i r  
planned t a r g e t s :  

1. 'the CREME Program pianned t o  d i s b u r s e  L2,90C,000, hiit ,~nI:j- LJ., 353,15.'; ws;c 
disbursed .  This  was mainly due t o  t h e  average  s i z e  of loans  f o r  working 
c a p i t a l  being sma l l e r  than  expected due t o  t he  l i m i t e d  c r e d i t  capac i ty  of 
t h e  borrowers. This  i n  t u rn ,  l i m i t e d  l a r g e r  l oans  f o r  f i x e d  a s s e t s  which 
were not  d i sbursed  a t  a l l  dur ing  t h e  f i r s t  year .  

The CREDISOL Program planned t o  form 750 s o l i d a r i t y  groups,  bu t  was o n l y  
a b l e  t o  form 258, r ep re sen t ing  only  34.4% of t he  t a r g e t .  This  low f i g u r e  
i s  mainly a t t r i b u t e d  t o  t h e  a c t i o n s  of  t h e  l o c a l  mun ic ipa l i t y  a u t h o r i t i e s  
which c o n s t a n t l y  d isp laced  s t r e e t  vendors a f f e c t i n g  t h i s  program 
s e r i o u s l y .  This  is  tu rn ,  a f f e c t e d  CREDISOL's program t a r g e t s  of 4,350 
Sobs maintained and/or  c r ea t ed .  I n  f a c t ,  ou ly  775 jobs were 
crea ted /main ta ined  r ep resen i ing  o n l y  17.8% of  t h e  t a r g e t  goa l  and t h u s  t h e  
c o s t  per  Lempira l e n t  were 0.12 i n s t e a d  of 0.10 as planned, r e p r e s e n t i n g  
20% above t a r g e t .  



3. S u f f i c i e n t  t r a i n i n g  and t e c h n i c a l  a s s i s t a n c e  t o  the  ASEPADE s t a f f  i n  o r d e r  
t o  e s t a b l i s h  a we l l  developed and r e l i a b l e  monitoring, f i n a n c i a l  and loan  
processing system f o r  t h e  c r e d i t  component of t he  program was on ly  
p a r t i a l l y  provided,  l e a v i n g  ASEPADE i n s t i t u t i o n a l l y  weak i n  t h i s  a r e a .  
This  was e s t a b l i s h e d  by a F i n a n c i a l  Accounting and Review r e p o r t  which 
determined t h a t  t h e s e  systems were no t  i n  p l ace  by PACD. 

According t o  AITEC1s f i n a l  r e p o r t ,  du r ing  t h e  two years  of t he  Grant ,  90% of 
t h e  p r o j e c t  o v e r a l l  t a r g e t s  were accomplished. The fo l lowing  were t h e  key 
outputs :  

1. A t o t a l  of 1,806 new m i c r o e n t e r p r i s e s  b e n e f i t t e d  from t h e  l o a n  program. 

2. A t o t a l  of 5,053 loans  were made t o  mic roen te rp r i s e s .  

3. A t o t a l  of L3,659,344 was d i sbu r sed  under t h e  c r e d i t  programs. 

4. A t o t a l  of L289,322 was mobil ized f o r  sav ings .  

5. The i n t e r e s t  genera ted  from l o a n  a c t i v i t y  covered ha l f  of t he  o p e r a t i o n a l  
c o s t  of t h e  program. 

6 .  A t o t a l  of 5,105 jobs were e i t h e r  c r e a t e d  o r  maintained and 1,222 
microent repreneurs  rece ived  t r a i n i n g .  

G . FINANCIAL STATIJS: 

The t o t a l  amount au tho r i zed ,  o b l i g a t e d  and expended was L1,110,000. FARS w i l l  
perform a  f i n a l  f i n a n c i a l  review dur ing  FY 1990 t o  determine i f  any amount 
needs t o  be deobl iga ted  o r  reimbursed. 

H. ADJUSTMENT I N  PROJECT DESIGN: 

No adjustments  were made dur ing  LOP 

I. RESULTS OF EVALUATIONS: 

The F inapc ia l  Analys is  and Review O f f i c e  (FARS) prepared F i n a n c i a l  Reports  No. 
87-42 aqd 88-47 da ted  June 16,  1987 and May 20, 1988, r e s p e c t i v e l y .  These 
r e p o r t s  conciuc~ed thas  AZTEC had p r o p e r l j  mamged t he  g r a z t  fur:ds, but  ~ x d e  
recommendations t o  improve t h e  c o n t r o l s  over t h e i r  use.  

On A p r i l  20, 1988, Mendieta y Asociados presented t o  AITEC a  s p e c i a l  r e p o r t  on 
t h e  performance of ASEPADE's CREME and CREDISOL c r e d i t  programs f o r  t h e  per iod  
ending December 31, 1987. Funds used f o r  o p e r a t i o n a l  expenses were w e l l  
handled and documented, bu t  many moni tor ing ,  f i n a n c i a l  and c r e d i t  p o r t f o l i o  
management d e f i c i e n c i e s  were found, such  as: 

- No j u d i c i a l  ac t io t l s  were eve r  taken  a g a i n s t  loans  r e c i p i e n t s  who were i n  
a r r e a r s .  



I n t e r e s t  r a t e s  charged va r t ed  between 1.5% t o  2% rnonthly i n s t e a d  of being 
f i x e d  a t  2Xlmonth. 

Loaa gua ran to r s  were never conrac ted  when t h e  loans  f e l l  i n  a r r e a r s .  

F i r s t ,  second and t h i r d  loans  t h a t  were mad? t o  sub-borrowers were u s u a l l y  
r epa id .  However, l oans  t h a t  were made t o  a sub-borrower a fou r th  time 
were f a l l i n g  i n  a r r e a r s .  

Ar rea r s  i n t e r e s t s l p e n a l t i e s  were never c a l c u l a t e d  o r  charged. 

Loan c o n t r o l  c a r d s  had incomplete  b e n e f i c i a r y  informat ion  and f i l e s  were 
a l s o  incomplete. 

Loan repayments were not  posted on loan  c r e d i t  c a r d s  t h e  same day t h a t  a  
payment was made. 

Regional  managers d id  not  provide ASEPADE wi th  s e c u r i t y  bonds ifi amounts 
of t h e  a s s e t s  t hey  manage. 

Loan repayment per iods  e r e  extended beyond c o n t r a c t e d  t ime t a b l e s .  

Minimum savings  requirements  f o r  new loans  were not  followed. 

S o l i d a r i t y  groups and i n d i v i d u a l  members d id  not  understand t h e i r  
r e s p o n s i b i l i t i e s  towards loans  f a l l i n g  i n  a r r e a r s .  

SUMMARY OF LESSONS LEARNED 

From t h e  eva lua t ions  and s p e c i a l  r e p o r t s  made on AZTEC and hence ASEPADE, i t  
i s  c l e a r  t h a t  much work needed t o  be dane t o  i n s t i t u t i o n a l l y  s t renghthen 
ASEPADE. Emphasis was placed mainly on g e t t i n g  t h e  c r e d i t  program running, 
groszing and expanding, whi le  l i t t l e  was done o r  accomplished i n  i n s t i t u t i n g  
good sound c r e d i t  p o l i c i e s  and c o n t r o l s .  The p r o j e c t  needed a  fu l l - t ime 
financial/credit/accounting s p e c i a l i s t  i n  its des ign  phase and implementation. 

The p r o j e c t  purpose of i n s t i t u t i o n a l l y  s t renghthening  ASEPADE during the  LOP 
a l s o  seems t o  have been very o p t i m i s t i c ,  as indig ineous  PVO's usua l ly  have 
many unforseen problems which r e q u i r e  a d d i t i o n a l  r e s o u r c e s  and time. Even 
though n o s t  of  t h e  quaneifJebls nu tpu t s  were leached by t h e  pro jec t  end, most 
of t h e  improvements expected t o  be r e a l i z e d  i n  t h e  c r e d i t ,  monitoring and 
f i n a n c i a l  systems were no t .  With t h i s  i n  mind, t h e  Small Business I1 pro jec t  
inc luded  a p p r o p r i a t e  resources  t o  f u r t h e r  s t r e n g t h e n  ASEPADE i n  these  s p e c i f i c  
a r e a s  i n  order  t o  a s s u r e  t h a t  o r g a n i z a t i o n ' s  s e l f - s u f f i c i e n c y .  With one year  
i n t o  SB I1 p r o j e c t ,  t h i s  process  i s  w e l l  underway. 


