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BACKGROUNU 

I n  1982 a committee was formed i n  t h e  Rotary Club of San Pedro Sula  with t h e  
o b j e c t i v e  of preserving peace i n  Honduras by s t rengthening t h e  deinocratic 
system of government and its socioeconomic development programs. This  
committee t r a v e l l e d  t o  t h e  United S t a t e s  t o  promote Honduras. The comnit tee 
v i s i t e d  the  Pan American Development Foundation (PADF), a U.S. P r i v a t e  
Voluntary Organization. As a r e s u l t  of t h e i r  t r i p ,  and with PADF and A I D  
a s s i s t a n c e  i n  mind, t h e  committee decided t o  c r e a t e  The National  Development 
Foundation of Honduras (FUNADEE), s i m i l a r  t o  those  foundations which PADF has  
he lped organize i n  o t h e r  L a t i n  American coun t r i e s .  

Having secured i t s  l e g a l  s t a t u s  on December 7, 1983, on June 8, 1984, FUNADEH 
submitted an  OPG Propasal  t o  A I D  t o  e s t a b l i s h  a program of a s s i s t a n c e  t o  t h e  
Small-Scale Subsector i n  San Pedro Sula. PADF would provide t e c h n i c a l  
a s s i s t a n c e  and advice t o  PUNADEH i n  s e t t i n g  up and running t h e  p r o j e c t  
through a con t rac tua l  arrangement. The program would provide c r e d i t ,  
bus iness  guidance, advice and t r a i n i n g  t o  the  small-scale and micro 
en t repreneurs  of San Pedro Sula who do not have access  t o  c r e d i t  through 
o t h e r  i n s t i t u t i o n s .  

Th i s  OPG coincided with both  USAID's and Government of Honduras' (GOB) 
development approach i n  t h a t  i t  too  would address  t h e  goa l  of inc reas ing  
l e v e l s  of employment, production ana income. 

I n  February 1985 A.I.D. g ranted  FUNADEH $250,000 i n  l o c a l  currency equ iva len t  
t o  provide  support f o r  a program e n t i t l e d  The Small-Scale E n t e r p r i s e  
Ass i s t ance  Program. In a s e p a r a t e  agreement, A I D  granted PADF ~ ~ $ 1 3 2 , 0 0 0 .  

B. PROJECT GOAL AND PURPOSE: 

The g o a l  of the  p r o j e c t  was t o  inc rease  production, income and employment 
w i t h i n  those  elements of t h e  San Pedro Sula Small-Scale En te rp r i se  subsector  
which had been denied c r e d i t  through e s t a b l i s h e d  commercial i n s t i t u t i o n s .  

The p r o j e c t  purpose was t o  e s t a b l i s h  wi th in  FUGADEH a program of t e c h n i c a l  
a s s i s t a n c e  and c r e d i t  i n  suppor t  of small-scale and micro e n t e r p r i s e s  (SSEs). 

C. PROJECT DESCRIPTION: 

The p r o j e c t  i n i t i a t i o n  d a t e  was February 4, 1985 and the  PACD was May 31, 
1988. 
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be accompliehed through t h e  i n e t i t u t i o n a l  e t rengthening of FUNADEH with 
t echn ica l  aee ie tanco  provided by the  PAW. 

There were f i v e  component8 of  t h e  p ro jec t  which were: 

Basel ine d a t a  c o l l e c t i o n  and updating on t h e  San Pedro Sula SSE 
Subsector with ernph~gis  on t h e  t a r g e t  group. 

Cred i t ,  bus iness  guidance and t r a i n i n g  t o  t h e  SSEs. A s p e c i a l  
step-by-step loan  process  and a c r e d i t  po l i cy  would be prepared f o r  
t h e  provie ion of c r e d i t  t o  the  RSEs. Loans would be provided f o r  
f ixed a s s e t s ,  working c a p i t a l  and smal l  loans  f o r  micro 
ent repreneurs .  A revolving loan fund would be e s t a b l i s h e d  f o r  t h i s  
purpose. 

Technical a s s i s t a n c e  and t r a i n i n g  which PADF would provide t o  FUNADEH 
during t h e  l i f e  of  t h e  p r o j e c t ,  inc luding t r a i n i n g  of t h e  Extension 
and Promotion o f f i c e r s  and o the r  s t a f f .  

I n s t i t u t i o n a l i z a t i o n  of t h e  program wi th in  t h e  o rgan iza t iona l  
s t r u c t u r e  of FUNADEH. 

S ta f f ing .  The s t a f f  would inc lude  a management team, opera t ions  s t a f f  
and support  s t a f f .  

D. OUTPUTS 

1. I n s t i t u t i o n a l  

FUNADEH would have i n s t i t u t i o n a l i z e d  the  p r o j e c t  a s  an  i n t e g r a l  program 
opera t ing  under t h e  guidance of t h e  Board of i t s  Executive and Cred i t  
Committee and under t h e  d i r e c t  supervis ion  of FUNADEH management. I n  doing 
so ,  i t  would have t h e  fo l lowing c h a r a c t e r i s t i c s :  

- A management team of a t  l e a s t  an Executive Dl rec to r  and a Financia l  
Of f i ce r  who would have received guidance and t r a i n i n g  from PADF; 

- An opera t ions  team of thoroughly t r a ined  Extension and Promotion 
Of f i ce r s  and a n  a u x i l i a r y  s t a f f  of i n i t i a l  s c r e e n e r s  and loan  
processing s t a f f ;  

- An adequate s e c r e t a r i a l  and c l e r i c a l  suppor t  s t a f f ;  

- A func t ion ing  Cred i t  Committee c o n s i s t i n g  of a t  l e a s t  t h r e e  members of 
the  Board wi th  t h e  Executive Direc tor  and t h e  F inanc ia l  Of f i ce r  
se rv ing  i n  a n  e x  o f f i c i o  capaci ty ;  

- An ongoing, in-house t r a i n i n g  program f o r  s t a f f  and new s t a f f  r e c r u i t s ;  

- A computer program designed t o  s t o r e  and up-date base l ine  da ta  and 
record c u r r e n t  a c t i v i t i e s  and t rends  i n  t h e  loan  p o r t f o l i o ;  

- A t o t a l  loan  p o r t f o l i o  of $2,200,000 



f i r e t  t h r e e  yoars ,  decreas ing afterwarde. 

FUNADEH would hove achieved eelf-eufficiency.  

2. External  - The C l i e n t  Community 

The following o u t p u t s  were t o  be accompliehed a t  t h e  end of t h e  p ro jec t :  

Number of loans  made (averaging $15,870 each) 
Direct  b e n e f i c i a r i e e  of p r o j e c t  ( individuals)  
I n d i r e c t  b e n e f i c i a r i e e  
Women d i r e c t l y  b e n e f i t t e d  
Cl ien t s  who have "graduated" - 1. e., e l i g i b l e  f o r  c r e d i t  

f i n a n c i a l  i n s t i t u t i o n s  
Average income i n c r e a s e  per benef ic iary  
Average new employment generated 

139 
866 

1,860 
7 4 

from o t h e r  
3 7 

10% 
186 

3. External  - The Larger P r i v a t e  Sector 

Channels of communj.cation would have been opened between t h e  l a r g e r  P r iva te  
Sector and t h e  SSE Subsector served by t h e  projec t .  

E. INPUTS 

A I D  would provide an  i n i t i a l  sum of L 500,000 i n  Grant Funds. On January 9, 
1986, A I D  and t h e  GOB author ized Amendment No. 1 t o  t h e  o r i g i n a l  L e t t e r  of 
Agreement t o  i n c r e a s e  t h e  Grant by L 1,236,000. On A u g u ~ t  31, 1987, A I D  and 
t h e  GOH author ized Amendment No. 2 t o  t h e  o r i g i n a l  L e t t e r  of Agreement t o  
increase  the  Grant by L 1,014,000. The new and l a s t  g r a n t  t o t a l  was 
L2,750,000. A g r a n t  of ~ ~ $ 1 3 2 , 0 0 0  was made t o  PADF i n  a s e p a r a t e  agreement 
f o r  t echn ica l  a s s i s t a n c e  (TA) and t r a in ing .  PADF would provide funds f o r  t h e  
p ro jec t  i n  t h e  amount of $45,000. 
The InterAmerican Development Bank would a l s o  provide funds t o  the  projec t .  

F. OUTPUTS PLANNED BUT NOT ACCOMPLISHED: - 
The two outputs  t h a t  d i d  not  reach t h e i r  planned are t h e  following: 

I n s t i t u t i o n a l  

1. FUNADEH d i d  n o t  reach a t o t a l  loan  p o r t f o l i o  of ~ ~ $ 2 , 2 0 0 , 0 0 0  because 
i t  lacked t h e  necessary funding. The funds on hand and t o  be provided 
by o the r  donors, l o c a l  con t r ibu to r s  and p o r t f o l i o  c o l l e c t i o n s  did not  
cover FUNADEH1s opera t ions  and unant ic ipated  rap id  growth. 

2 . Due t o  t h e  above, FUNADEB d id  not  reach se l f -suff ic iency.  However, 
s e l f - s u f f i c i e n c y  is  now programed f o r  1990. 

FINANCIAL STATUS: G* - 
The t o t a l  ESF Lempira amount authorized,  obl igated  and disbursed was 
L2,750,000. L500,000 were from Project  No. 522-ESF-0230 and L2,250,000 were 
from Pro jec t  NO. 522-ESF-0283. The t o t a l . d o l l a r  amount author ized and 
obl igated  was ~ ~ $ 1 3 2 , 0 0 0  under p ro jec t  5224263.  The t o t a l  d o l l a r  amount 
disbursed was ~ ~ $ 1 1 3 , 2 7 8 .  



8. ADJUSTHEMT IN PROJUCT DESIGN: 

During t h e  l i f e  of  t h e  p r o j e c t  no adjuotmente were made. 

I. RESULTS OF EVALUATIONS: 

I n  a Mid-Project Evaluat ion  (October 1986) prepared f o r  t h e  PADF by Mr. Jamee 
D. Heinzen, FUNADEH was found t o  be a cos t -e f fec t ive ,  welllnanaged 
o rgan iza t ion  a s  t h e  a d m i n i s t r a t i o n  was s t rong  and tke a t a f f  members were 
h igh ly  qua l i f i ed  and t r a ined .  

AID Financia l  h-ralysis  and Review (PARS) r e p o r t  No. 86-20 da ted  Apr i l  28, 
1986, No. 87-54 da ted  August 7, 1987 and No. 88-45 dated  May 9, 1988, 
r e spec t ive ly ,  and the  P r i c e  Waterhouse r e p o r t s  concluded t h a t  FUNADEH has  
adequate accounting and i n t e r n a l  c o n t r o l  systems and t h a t  i t  hae proper ly  
managed t h e  g r a n t  funds. 

J. SUMMARY OF LESSONS LEARNED: 

The eva lua t ion  prepared by Mr. James D. Heinzen, t h e  FARS r e p o r t s ,  and t h e  
P r i c e  Waterhouee r e p o r t s  performed on FUNADEH, obviously r e f l e c t  t h a t  FUNADEB 
is  a good, sound organiza t ion .  

1. The importance of p r i v a t e  s e c t o r  l e a d e r s h i p  i n  t h e  o rgan iza t ion  and 
suppor t  of FUNADEH cannot  be overestimated. Leadership from t h e  p r i v a t e  
s e c t o r  should be a key f a c t o r  i n  analyzing t h e  f e a s i b i l i t y  of e s t a b l i s h i n g  
programs s i m i l a r  t o  FUiVADEH. FUNADEH was not  c rea ted  by AID, r a t h e r  i t  grew 
o u t  of t h e  commitment of a group of concerned bus iness  people. 

2. Well-organized management information and computerized d a t a  base  systems 
were e s s e n t i a l  t o  t r a c k  c l i e n t s '  e n t e r p r i s e  development, t o  monitor and 
measure impact, and t o  manage t h e  loan p o r t f o l i o  and f inances  e f f e c t i v e l y .  
I n  planning t e c h n i c a l  a e s i s t a n c e  f o r  similar programs, t h e  importance of such 
systems and the  need f o r  personnel  t r s t n e d  i n  t h e  use  of computers should no t  
be neglected . 
3. The c r e d i t  component of FUNADEH1s program can become e e l f - s u f f i c i e n t  a t  a 
minimum p o r t f o l i o  l e v e l  of L 4 m i l l i o n ,  however, FUNADEH does no t  b e l i e v e  t h e  
t r a i n i n g  component w i l l  e v e r  be s e l f - s u f f i c i e n t .  I n  r equ i r ing  s i m i l a r  
o rgan iza t ions  t o  develop a t r a t e g i e s  f o r  se l f - su f f i c i ency ,  t h e  i s s u e  should be 
t r e a t e d  s e p a r a t e l y  f o r  c r e d i t  and t r a i n i n g  components. 

4. There appears t o  be a s t r o n g  l i n k  between benef ic i a ry  t r a i n i n g  and c l o s e  
l o a n  supervis ion  by promoters, and t h e  low loan  delinquency r a t e s .  On t h e  
o t h e r  hand, c l i e n t  coverage is l i m i t e d  when such i n t e n s i v e  s t a f f  r e sources  
are required  f o r  i n d i v i d u a l  c l i e n t s .  Future p r o j e c t s  should analyze  t h e  
t r ade -o f f  i n  terms of coverage and delinquency r a t e s  before  adopt ing  t h e  
FUNADEH model i n  i ts  e n t i r e t y . ,  



5. Exteneion o f f i c e r s  wi th  a t rong  academic background were h i r e d  and paid 
compet i t ive ly  r a t h e r  than employing exreneioa pereonnel from t h e  t a r g e t  group 
of  smal l  and micro bueineee people. Thfe cont r ibuted  t o  t h e  eucceee of t h e  
program a e  the  exteneion o f f i c e r s  had t h e  t echn ica l  background neceeeary t o  
provide uee fu l  adviee t o  l o a n  r e c i p i e n t e .  I n  order  t o  aeeure  euccees, 
ex tens ion  o f f i c e r e  with e t rong  academic background ~ h o u l d  be h i red  j.n e imi la r  
programe. 
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