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The Ceunoil of AﬁericanvDeveiepmené:Foendaq1ohs,(SOLIDARiOS);“e V
membership organization representing twenty pri#ate'development
foundations in fifteen nations of Latin America and the Caribbean, was
founded in 1972. Its primary objectives were to serve as an umbrella
orgaﬁization for its membership, and to mobilize finanoial resources
to fund the credit assistance programs of the member NDF"s for their
clientele of low-income, informal seotor benefioiaries. The |
SOLIDARIOS' secretariat has been located in Santo Domingo, Dominioan

Republic since 1976.

2. TIhe USAID Grant

On August 28, 1978, USAID authorized AID‘Grant No. AID/LAC-G-1291
of $4,000,000 to SOLIDARIOS, of whioh $3,550,000 was to be used to
capitalize the SOLIDARIOS Development Fund. The remainder was to
finance managerial and technical assietancefto SOLIDARIOS and its
member NDFs. The grant authorizatiop was increased in 1983 to a‘ii@iﬁl
of $5,100,000. | |

Under terms of the grant, the donated resources were to be} :
disbursed by SOLIDARIOS to member NDFs in the form of 1neome’“’
generating, dollar-denominated loans. The NDFe‘woulq establish
revolving credit funds with the proceeds rorlthe pufpoee‘of financing

productive development activities of low-income beneficiaries.
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" In addition to the AID grant, SOLIDARIOS also received

authorizations of $udo,ooo from PACT, $2,350,000 in local currency
equivalents from the IDB, and $2,250,000 from the European Economic
Community between 1977 and 1983 to finance the Development Fund. As ‘t
of 31 December 198&, SOLIDARIOS had approved loans with ten member |
organizations and had disbursed $7,599 000 of that amount. Loan 3

oonditions were typically 5% annual interest with a two or three year
grace period on’ repayment of principal, and amortization over a period

of six to fifteen years.

4, Ihe Latin American Economic Crisis and SOLIDARIOS

Sharp devaluations of local currencies against the US dollar in ;
recent years have affected the national economies of many nations
whose member NDFs have received SOLIDARIOS credit.

Since 1983, it has become increasingly clear that many NDFe are
either absolutely unable to repay dollar denominated debt, or would
have to reduce or eliminate credit services to beneficiaries, and
decapital ize if repayments were to be made. Consequently, many
foundations have suspended payment on SOLIDARIOS debt, pending
renegotiation of terms; and demands for additional dollar denominated
ocredit had fallen to zero by 1985,

It has become inoreasingly clear that if SOLIDARIOS is to remain
a viable, effective umbrella group and financial intermediary for its

membership, the form of its activities will require modification.



5. Need for Evaluation

In response to the 1npasse in which the SOLIDARIOS movement finds
itself at this time, USAID/LAC/DP/SD commissioned Miranda Associates,
Ine. to carry out an "Evaluation of SOLIDARIOS and Selected National
Development Foundations" during the last quarter of Calendar 1985.

The five member foundations to be evaluated were:

Fundacion Costarricense de Desarrollo (FUCODES) Costa Rica
_ Fundacion Dominicann de Desarrollo (FDD) iDominican Rep.
Federacion Ecuatoriana de Desarrollo Zona Norte ;
(FEDNORTE) Quito, Ecuador
Fundacion Ecuatoriana de Desarrollo Zona Sur
(FEDEQUIL) Guayaquil,Ecuador
Fundacion del Centavo (FUNDACEN) Guatemala

The stated purpose of the evaluation was threefold:
(1) to determine if the AID Grant to SOLIDARIOS has been met;
(2) to ascertain what impact the grant has had at the NDF and
grass roots levels; and
(3) to make some judgment as to the viability of SOLIDARIOS to
implement future AID projects. This Judgment would include
what, if any, technical assistance might be required to
enhance SOLIDARIOS viability.
The complete statement of work for the evaluation is contained in
Appendix I to this report. |
The purpose of the AID Grant, the baseline reference for this
evaluation, as stated in the Grant Letter of August 28, 1978, is found

in Appendix 1I1I,
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| The evaluation was based upon t‘ield viaite ot‘ an average of‘ one

week'a duration eaohl/ which were made to the headquarters of
SOLIDARIOS in Santo Domingo, and to each of the t‘ive evaluated NDFs.
The field work took place during the"period 13 October-23 November
1985. o

In response to the need for 1nf'ormation at the grass roots level,
an average of two days per NDF was allocated to field visits and | »
interviews with beneficiaries at their t‘arme or 1n their workplace.
Field trip reports of thirty group or individual beneficiary
encounters are included in the annexes of the evaluation report for each
foundation. Other evaluation information was based upon 1nterv1et'le
with foundation staff and officials of organizations euoh as US:AIb“Yahd
IDB National Missions, donor foundatione such as the PADF, IAF and
PACT, and review of ava:l.lable dooumentation conoeming eaoh
foundation. | |
T. QReport Format ’ A

The Evaluation Report has been organized.inlto an Exeouti‘ve
Summary and six individual foundation case %atudiee. The case st‘:udy
format for the NDF's responds to questions B.2 through B.9 of
the statement of work. The SOLIDARIOS case format responds to

questions A.1 througn A4 and B.1 of the statement of work.

v Slightly more time was allocated to SOLIDARIOS and FEDNORTE and
less to FEDEQUIL due to the latter's relative inacotivity at present.



The Executive Summary presents the general conclusions and
recommendations of the evaluation. For ease of readability, the
Summary and Recommendal lons section for each individual foundation

evaluation has been included in the Executive Summary.



Part 1 of the Executive Summary responds directly to the
thrqerold purpose of ‘the evaluation posed in the Statemenf of Work.
These responses have been based upon the information developed in the
individual case studies of SOLIDARIOS and the five evaluated NDF's. -
| Part 2 of the Executive Summary presents s’ummariesk’?of fihdiﬁés,,

and action recommendations for each of the six foundations evaluated.

Part 1

1. Purpose of the Evaluations

1.1. Has the purpose of the AID Grant to SOLIDARIOS been met? /,,:"

q

The purpose of the grant, to improve the access of low income Z‘/ M;
greups to capital resources from private non-governmental development
institutions, has been met. Virtually all of the SOLIDARIOS
disbursements totalling $7,600,000 were loaned by the NDF's to
beneficiaries who with few exceptions would not have had access to {?"
credit from other sources. @a representative figure of $750/loan is\ P» “6’
used, close to 5,000 direct beneficiaries would have benefitted on the/\
first round of disbursement of the $3,440,000 in AID funded loans. /

The repayment status of NDF credit to ultimate beneficiaries
should not be confused with the difficult repayment situation of
SOLIDARIOS credit to the NDF's themsel ves,

The impending write cff of a major portion of dollar denominated
principal owed SOLIDARIOS by the NDF's is largely a resulti of macro

economic circumstances, not financial mismanagement by the NDF's or

SOLIDARIOS.

“1D



Aooount records and field 1nepections conrirm that the revolving
funde of the four credit receiving NDF's evaluated are currently
funotioning in aoceptable fashion. Beneficiary arrears are being held

to levels ranging from manageable to highly satisfactory depending

e

" upon the NDF.

1.2. What impact has the grant had at the NDF and grass roots levels?
This issue is treated at length in the individual evaluations.
In summary, the grant in conjunction with other SOLIDARIOS credits and
SOLIDARIOS supplied technical assistance, assisted all credit
receiving NDF's to simultaneously upgrade internal management and
expand loan portfolios. SOLIDARIOS supplied credit was a useful
source of additional resources for the larger, already well
estabiished foundations such as the FMDR (Mexico), FUNDE (Nicaragua),
FDD (Dominican Republic) and FUNDACEN (Guatemala). Its relative impact
was more significant in the case of smaller foundations such as
FEDNORTE (Quito) and FUCODES (Costa Rica). They are now well managed,
effective organizations. In the absence of SOLIDARIOS assistance, the
scale of their operations and impact would be extremely limited.
Impact at the grass roots level is discussed in Chapter 6 of each
NDF evaluation. The principal categories of activities for which
SOLIDARIOS oredit was used and general impacts are as follows:
- Crop financing: Employment impact limited, but creates a
more favorable pattern of rural income distribution to
producer beneficiaries; income generating impact variable.

- Productive micro enterprise: decidedly favorable employment
and income generating impacts, given satisfactory market
demand situation.

- Cattle purchase; agricultural infrastructure, etc.: Higher
risk, longer term payback activities. If successful can
significantly elevate level of economic activity and
beneficiary income.

£-2 | \\



- Marketing cooperatives: The more notable project failures were
projects where NDF's or beneficiaries attempted to get
directly involved in marketing of agricultural produce or
livestook. Their inexperience generally resulted in an
uneven match with competitors.

As a general rule, NDF's have most successfully used oredit in
less complex, lower risk activities such as crop financing. The aycle
of financial difficulties which most foundations seem to pass through
at some time during their first ten years of operation has generally

resulted from p/rhepi)overly idealistic involvement in more complex

e et e e i e,

aotivities which were beyond the ability of poorly prepared

beneficiaries to implement successfully, or was due to natural

e o e b O R © S e S e

calamity.

————

1.3. Judgenent as to the viability of SOLIDARIOS to implement future
AID projects; technical assistance requirements?

Within a period of only several years after capitalization of
the Development Fund, and with a staff with no prior experience in
credit management, SOLIDARIOS evolved from a small coordination and
information dissemination office to a role as a financial intermediary
managing a nearly $8 million portfolio, and providing institution
strengthening technical assistance to permit competent management of
this oredit.
Though one might question the timing of dollar denominated
disbursements to some NDF's located in nations with collapsing
ourrencies during the 1982-84 period, it should be borne in mind that:
- Credit selection decisions were basically sound. Money did \17‘
not flow to NDF's who were not capable of absorbing the i\“
approved amounts, o
- The current repayment crisis of the SOLIDARIOS system is a
product of having dealt in dollar denominated credit in a
soft currency enviromment. It is not the result of

incompetence or mismanagement on the part of the
NDF's or SOLIDARIOS. :
"9
\



‘The future of SOLIDARIOS and the role which USAID can play in it

Both the general conditions of SOLIDARIOS credit and the

requirement that transactions be denominated in U.S. dollars
were grant conditions mandated by USAID. There appears to
have been little input into project design from SOLIDARIOS
leadership, many of whom are entrepreneurs familiar with
credit operations in soft currency enviromments.

-are discussed in the SOLIDARIOS foundation evaluation.

-~

The considerations upon which this relationship should be

struotured are as follows:

Future oredit obligations between NDF's and SOLIDARIOS
should be denominated in local currencies, not dollars,
insorfar as practicable. Existing debt renegotiations should
be based upon this principle.

Currently authorized but frozen, and any future additional
USAID resources can most profitably be employed as dollar
deposits to guarantee local currency denominated lines of
credit for member NDF's. Renegotiated principal repayments
of existing debt denominated in local currencies could also
be deposited in a common revolving fund with the guaranteed
lines of credit. Allocation of credit guarantees should be
the responsibility of the SOLIDARIOS system, not donors.

The NDF movement is highly committed to the continuance of
an effective Latin American umbrella organization capable of
marshalling donor resources for the membership. Such an
organization also serves as a buffer between the NDF's and
original donors, permitting more local autonomy, and
demanding more responsibility at the NDF level in the
development of program agendas. SOLIDARIOS, by virtue of
its established infrastructure, membership committment, and
experience in development foundation credit management is
the recommended vehicle for continuing to play this role,
and administering the proposed guarantee fund system.

SOLIDARIOS finances are so structured that it can continue
to support its operating budget from internally generated
sources of income without direct donor support of the
budget, but only if the credit receiving NDF's can maintain
interest payments on existing credit balances.

The mutual dependency of the fund administering umbrel la
group being dependent upon its clientele to directly support
its operating budget, and the clientele being dependent upon
a viable SOLIDARIOS to channel guaranteed resources should
be maintained and even encouraged. A balance of this nature

E=-4
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will be conducive to a more collegial spirit in the
relationships between the SOLIDARIOS Secretariat and the
NDFs; tempering the tendency towards hierarchical
relationships which have sometimes manifested themsel ves
since establishment of the Development Fund.

In consideration of the above it is recommended that USAID:

- Acknowledge that maintenance of dollar value of reloaned
grant funds disbursed is not feasible due to macro economic
circumstances beyond the possibility of the SOLIDARIOS
system to control, rather than due to deficiencies within
the systen. .

- Work with SOLIDARIOS to establish principles for ’
renegotiation of existing balances based upon principal
repayments in local currencies, and insofar as possible,
interest payments in dollars.

- Provide support to SOLIDARIOS for technical assistance
required to facilitate implementation of guaranteed lines of
credit, and financial reorganization as required of certain
NDF's. The requirements, as discussed in the SOLIDARIOS
evaluation are for:

advisor who can assist in packaging of guarantee

] An experienced banking or foundation management Z%
fund agreements and negotiations;

) A SOLIDARIOS staff representative with competence
’ in financial planning and management;

+

- Authorize use of the still unassigned $1,000,000 of the
original grant authorization to fund the establ ishment ¢of

guaranteed lines of credit for selected NDF's, and as
required for the suggested technical assistance.

Of the five NDF's studied in this evaluation, those which would
be the highest priority candidates for access to guaranteed lines of
oredit are FUCODES (Costa Rica) and FUNDACEM (Guatemala). FEDNORTE
(Quito) is the beneficiary of an already established guaranteed credit
V line. Extension of further SOLIDARIOS credit to the FDD (Dominican
Republic) is not recommended before a required financial

reorganization of the foundation, and ability to reestablish payments

on existing debt is demonstrated. Credit relationships with FEDEQUIL

A
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(Guayaquil) are not recommended until this foundation resolves its
institutional and programmatic deficiencies.
No judgments can be made concerning priorities for the remaining

NDF's not included in this evaluation.



PART 2

Summaries and Recommendations for Individual

Evaluated Foundations

2.1 SOLIDARIOS

2.2 FUCODES (Costa Rica)

2.3 FDD (Dominican Republic)

2.4 FEDEQUIL (Guayaquil, Ecuador)
2.5 FEDNORTE (Quito, Ecuador)

2.6 FUNDACEN (Guatemala)
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SOLIDARIOS

Summary and Recommendations
SOLIDARIOS was established in 1972 and currently has fifteen full

and five associate members., It was originally founded with the
objective of being an umbrella group for coordination and promotion of
the development foundation ideal and operating techniques. Since the
establishment of the SOLIDARIOS Development Fund in 1977, its major
role has been that of a financial intermediary, relending to member
NDFs and providing auxiliary technical assistance at the institutional
level to assure that the credit would be effectively used.

The SOLIDARIOS headquarters office is located in Santo Domingo.
The salaried staff of SOLIDARIOS consists of eighteen employees,
including the Secretary General, Lic. Enrique Fernandez. The
President for 1985-86 is Lic. Walter Brusa of IPRU (Uruguay). The
Regional Representative for Central America is based in Guatemala and
the Director of Consulting Services in Mexico City. All other staff,
including the Regional Representative for South America, are based in
Santo Domingo. The six-member elected Executive Committee of
SOLIDARIOS represent NDFs of different countries, making Committee
meetings expensive to organize.

The major activities of SOLIDARIOS are the administration of the
SOLIDARIOS Davelopment Fund, the provision of institutional level
technical service in areas such as planning, programming and
budgeting, and funds accounting, and the organization of services and
dissemination of publications relevant to the development foundation

movenment .

")



The SOLIDARIOS Development Fund was funded between 1978 and 1983

with grant authorizations of $400,000 from PACT, $4.5 million from

USAID, $2.25 million from the European Economic Community and a soft

_____....—-——-—-—' o pp—

loan in local currencies of $235 million frcu the IDB,

it
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It had disbursed $7,250,000 in loans to ten member NDFs and
guaranteed a $350,000 line of local currency credit to one of them as
of the end of 1984. Accurate statistics for all foundations are not
available, but it is estimated that 15,000 to 20,000 families have
benefitted from this credit availability. Three NDFs--FMDR (Mexico),
FUNDACEN (Guatemala), and FDD (Dominican Republigc)=-have received
of credit disbursed. With the exception of the IDB local currency
credits, all other loans have been denominated in U.S. dollars, bear
5% annual interest, grace periods of up to three years, and repayment

Authorization for use of $842,000 of the IDB and CEE funds still
undisbursed expired in November 1984. Approximately $1,060,000 of the
USAID authorization is still unassigned.

The net balance of loans outstanding to the member NDFs stood at
$5,890,000 at the end of 1984, Of that amount, 14% was overdue, and

e e L
an additicnal % was owed by creditors already in arrearal Most NDFs

had suspended principal and interest repayments sini 1983 ) The
primary reason was inability to purchase dollars without/incurring
severe decapitalization due to the sharp exchange rate devaluation of
most Latin American currencies against the dollar since 1982.
SOLIDARIOS hagégégeed’tc renegotiation terms with several NDFs

and is continuing discussions with others. The general nature of the

settlements has been to repay principal in local currencies at

k-9 d ‘cb



negotiable exchange rates, and, if possible, maintain interest payments
in U.S. dollars,

The SOLIDARIOS audited balance sheet of 31 December 1984 showed
assets of $6,893,000, consisting of $997,000 in cash of which at least
$500,000 is restricted and virtually all of the remainder, $5,800,000,
the balance of loans payable. The only sizeable liability was the
long term soft loan local currency debt to the IDB of $1,147,000. The
balance sheet could therefore withstand the expected write-off of most
of the outstanding loan principal.

Analysis of recent income statements shows that SOLIDARIOS has
been capable of supporting direct operating expenses from internally
generated interest income, even during the first eight months of 1985,
when donation income was zero. If sufficient interest income can be
generated as a result of loan renegotiations, the SOLIDARIOS
headquarters should be able to continue operations on a break-even
basis. '{Ou loreo 'Q’wf}’ ot b ted T me "?

With the demand for dollar denominated credit from member NDFs
having fallen to zero, the obvious future role for SOLIDARIOS would be
as a negotiator and guarantor of local currency lines of credit for
the NDFs. Without a financial intermediary role, SOLIDARIOS could be
expected to fade into insignificance, a fate which would be very
detrimental to the operating autonomy of the member NDFs.

SOLIDARIOS' judgment in approving credit for member NDFs ﬁppears
to have been sound. The disbursement of $1,106,000 to foundations in
Bolivia, the Dominican Republioc and Nicaragua during 1982-84, when
devaluation related repayment difficulties could already have been

foreseen, would appear to have been less well taken. What role fund

donors didmgr did not play in such disbursements 1§.not clear, nor is

- e it
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there any indication that the involved foundations were inclined to

-~

refuse the disbursements.

—

Jecommendations

Recommendations concerning the future role of SOLIDARIOS are
conditioned by the importance given to the private national -
development foundation as a viable and worthwhile force for Qy/
development in Latin America. Jﬁﬁ;g-

If little importance is given to the concept, then SOLIDARIOS 4g{é§?
could eusily be permitted to die simply by continuing the freeze on
the $1,060,000 of still available AID funds. If SOLIDARIOS, whose A_X
role as a unifying force among its members should never be
underestimated, dies, many of them will also wither away. This
scenario would, it is considered, be a tragedy, and a capitulation to
forces who suggest either that the Latin American private sector is
incapable of assisting in the evolution of the informal subsistence
sector into the productive side of the economy, and/or that the
informal sector is beyond hope of transformation.

If, on the other hand, the existence of an effective SOLIDARIOS
and the role of its member NDFs is considered important, the following
are among the recommended actions whichC;gAID should consider: 42////
° Authorize use of the remaining available grant funds for

guaranteeing local currency lines of credit for member

foundations who can put such resources to economically viable

use, Of the evaluated NDFs, the recommendatinns in this 1
respect would be

a. FUCODES: the most likely candidate. A well-developed
program, well-capitalized, capable of administering more
credit than that available to them, and financially
solvent.

~

b. FDD: Not to be considered until financial
reorganization is undertaken.

E-11 f\‘:{ /7(9’0



C. FEDNORTE: Expansion beyond current line of oredit
would be ill-advised until finanoial viability of existing
Pichincha Project becomes clearer.

d. FEDEQUIL: Not recommended due to institutional
weaknesses. '

e, FUNDACEN: Also a likely candidate in terms of
management capability and financial responsibility. Given
their other sources of funding, the need would have to be
verified with the foundation.

Recommendations concerning the other NDFs cannot be made due
to lack of familiarity with their situations.

To facilitate establishment of the guarantee funds support
for the following advisors should be considered.

a. Banking Advisor to assist SOLIDARIOS in packaging
agreements and banking negotiations. Recruitment by
SOLIDARIOS subject to AID confirmation.

b. Finaneial Manager as a SOLIDARIOS representative to
advise member NDFs in financial management and

restructuring. Same recruitment and confirmation
conditions.

Under no circumstances should dollar-denominated oredits be
introduced into the SOLIDARIOS system in the future.

E-12 )\



FUCODBS (Costa Rica)

Sumpmary and Recommendations

Summary
FUCODES was founded in 1973, commenced credit operations in 1977,

received a donation of $500,000 from USAID in 1978, prospered several more

years, and then declined to a state of near total desintegration by 1982,
It has since reorganized, and reestablished itself as a financially sound,
and economically effective development foundation. As of September 30,
1985, FUCODES had a portfolio of 68 loans with a value of $§gglggg, with
only 3% of the outstanding balance in arrears; asssts of $497,000 and net
—_—
equity of $302,000. Seventy five percent of the portfolio was devoted to
small manufacturing and artisan industries and only 12% to the agricultural
sector; a portfolio mix markedly different from the other evaluated

foundations.

.FUCODES principal sources of support have been SOLIDARIOS loans

$286,826 Hisbursed since 1977) and counterpart contributions denominated in

colons of USAID economic support funds chanelled through CINDES (Cooperation

\\\for Initiatives in Development). FUCODES has received C{;Eag'million

e vt v o e—

(:E$290 000)_. n_gpnations from CINDES since 1983, and is awaiting disbursement

of an additional C/ 5 millio ($95,00®an
S~ o

An additional $85,000 in USAID funded SOLIDARIOS dollar denominated loans

has been approved, but disbursement has been postponed pending;)esolution of the
SOLIDARIOS repayment orisis; During/198u. FUCODES received interést 1noome of
\-___-4":: P T
(/—$31,000, whereas operating expenses wer//$167,000,)an indication that the

foundation is still far from being self supporting from internally generated
» SUprOT LS

funds. Part of the shortfall is covered by donations from PACT and local

<
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0%
sources, Outstanding debt at the end of 1984 was $153,000, almost all long
term and none in arrears.

FUCODES operates out of a single central office in San Jose and has an
administrative staff of eleven employees. Internal operating procedures,
including pre- and post-credit evaluation are well organized and quality of
human resources available to the foundation, both on staff, from affiliated
members, and from cooperating institutions is quite satisfactory. Given the
wide diversity of technologies among small enterprise beneficiaries,
specialized technical advice is sometimes difficult to locate, Thq__

e

foundation management considers that it could effectively administer a loan
———

portfolio for approximately double the number of existing beneficiaries with

Ao T, -

the c-gx_'f_ent si:;ff manning level-.,l»-r:u M W%;@? W(‘,;:.g-awtl-c"” '7
——‘}UCODES works only with groups and businesses which have been
established for at least two years, and only with those engaged in directly
productive economic activities. Consequently it does not engage in two
activities which are key elements of the programs of many other development
foundations; social promotion and financing of street vendors.

Thirty six percent (36%) of the current loan portfolio is financed with
SOLIDARIOS funds and 61% with CINDES funds. Field visits to eight
beneficiaries indicated that the financing of working capital and machinery

was having a very direct impact on employment generation, capital of only

'$#00 to $800 required per new employee among the sample visited. It was

W

51 cunm —

*‘apparent that beneficiaries could greatly benefit from an expansion of
) MJ“
‘ﬂ s /

/

FUCODES current support programs for micro entrepreneurs into the fields of
marketing assistance. The supply of talent in marketing, purchasing and

related activities should be abundant among the foundation% 265 affiliated

L cande S———

member companies, 9
e

E-14
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FUCODES currently maintains amicable relations with the USAID Mission in
San Jose; SOLIDARIOS; and CINDES. It does not have much direct contact with
the IDB; and is attempting to negotiate a $1,000,000 line of credit from a
CEE (European Economic Community Fund) facility for small business
administered by the Central Ameican Bank for Economic Integration (BCIE).
The USAID Mission in San Jose gives FUCODES a very high ranking for

Mmfw

effectiveness, competence and fiscal responsibility. (:Z‘QQATETQL Q*C*d-myL
qoobs 7

Recopmendations

The foundation, working in cooperation with support groups such as the
ICRT (Costa Rican Technical Institute) and INA (National Institute of
Learning) is capable of responsibly serving a much larger pool of potential
beneficiaries in the small enterprise and cottage industry sectors. The
limiting constraints are capital for the expansion of the revolving credit
fund and for support of operating expenses. The foundation for its part,
has adopted a quite conservative management stance since its 1982
reorganization; and should not be prone to overexpansion beyond its management
capabilities.

In consideration of the above, it is recommended that USAID

- Ensure continued financial support for the foundation's expansion
in the eventuality that CINDE funding is not renewed beyond 1986.

- Initiate more active communication with SOLIDARIOS, and FUCODES
and its competently managed foundations to develop alternate
solutions for the disbursement of approved and available
SOLIDARIOS resources other than in dollar denominated loans with
maintenance of value conditions.

- Make available to FUCODES additional vehicle(s) c{?VCD'ﬂ*c/ 7

- The foundation does not require any direct technical assistance
for institutional or operational requirements. It is recommended
however that discussions between the Mission and FUCODES be
initiated to explore the possibility of support for specialized
technical assistance which FUCODES requires from time to time to
carry out technical evaluations of credit requests and provide
technical backing to beneficiaries.

X
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FUCODES should be considered by SOLIDARIOS as a high priority candidate
for establishment of a SOLIDARIOS/AID guaranteed colon denominated line of

credit.
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FDD (Dominican Republic)

Summary and Recommendations

The Dominican Development Foundation (Fundacion Dominicana de
Desarrollo or FDD) was founded in 1962 as the "Asociacion Pro Bienestar
Social (Pro-Social Welfare Association). Its name was changed to the FDD
and field operations commenced in 1966.

The FDD has historically been one of the larger zsmber NDF's of
SOLIDARIOS in terms of assets, scope of field activities, loan portfolio
and staff size. With the exception of the USAID funded microenterprise
development program which began in 1981, the foocus and clientele of the
FDD's activities have been exclusively rural. In 1985, the FDD disbursed

226 loans with a value of RD$ 2,419,000 to 2,545 individual direct
(———-——’"’*\

beneficiaries. Ninety percent (90%) of loan value was for financing of
agricultural production activities, whereas the remainder was for the
microenterprise and artisan development programs.

The FDD has heen adversely affected by exchange rate devaluation,
being forced to record a net exchange rate loss on its balance sheet
of RD f};QEQéHKLJEELEEFcal 1985. The adjustment left the foundation

with total assets of RD $12,808,000; liabilities of RD $15,265,000;

- o

e )

and a negative net worth of (RD $2,457,000). dThe balance of loans
outstanding to benef‘iciaries‘;;wﬁ‘l) $/é:;8>9,000, Et_‘}j..qua RD_$3,538,000 70/7 )
write off for uncollectables. Debi’. ';wed by the FDD to lenders was RD
$12,506,000, including US $1,586,000 dollar denominated debt recorded

at an exchange rate of RD $3.15/8US1. Much of the non-collectable

debt due the FDD resulted from unpredictable disasters during the

1978-79 period, Hurricane David and the porcine fever epidemic whioch

decimated the nation's pork population.

9y
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The FDD has a full-time salaried staff of 100 employees.
Approximately 50 are based in the Santo Domingo headquarters office, while
the remainder are disbursed in approximately 20 different locations
throughout the country. Field supervisors and coordinators are primarily
agronomists and social promoters who are resident in rural areas where the
foundation is active. Foundation activities are based upon a policy
of active social promotion of beneficiary groups. Except for the
enterprise development program, all loans are made only to groups of
five or more individual beneficiaries. Rural beneficiaries, although
recipients of group loans do, however, work their lands on an
individual basis.

Field activities of the FDD are now concentrated in four principal
programs, the rural development program (mostly seasonal crop financing);
the enterprise development program of credit assistance to small
manufacturing or service enterprises, and working capital for solidarity
groups of street vendors and refuse collectors; the artisan production
development program; and the operation of the Center for Training and
Development (CEDE) at Villa Mella, 13 kms. from Santo Domingo.
Complimentary programs include the sale of collector coins and beneficiary
artisan production, both of which generate substantial auxiliary income;
the distribution of Pan American Development Foundation (PADF) supplied
medical equipment to government dispensaries; a West German financed
program of orphanage support and distribtuion of PADF donated tools and

equipment to vocational training institutes.
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The financial support base of the FDD is quite broad, but also heavily
debt financed. It has been-the-largest recipient of SOLIDARIOS credit,

having received\$Us 1,440,000 and RD. $250,000./in loan disbursements between

\/\/‘)
1978 and 1983. Of this amount, only U?f;;_, 00 has —/gg,gapaigi\fijincipal

and interest payments on the remainder wer?fﬁﬁEEZgg;d during 19@;, The

et e

remainder of the FDD's debt, except for $195,000 owed the PADF, is pesot; 7

denominated, from—a~xag$gty of private bank and government sources of

credit. 1laboration between the domestic banking system, government, and

-

T
\"""‘-\——"— et e T e

the FDD is more active than is the case in other evaluated NDF's.
Donations to the FDD amounted to RD$ 604,000 in 1984 and RD $491,000

in 1985, of which RD $390,000 was from West German government sources,
Total income for 1985 was RD$ 1,729,000, of which RD $1,237,000 was

. internally generated (interest payments, coin sales, etc.), non-donation
income. Operating expenses, exclusive of financial charges were RD
$1,263,000, indicating that at its precent level of operations, the
foundation is almost self-supporting, exclusive of debt burden. This
situation is similar to that of FUNDACEN (Guatemala) and contrasts with the
other three evaluated foundations, which must rely upon donations to cover
even nonfinancial operating costs. Due to heavy financial charges and the
allowance for exchange rate loss, the net deficit on operations for fiscal

<:j?85 to June 30, 1985) was~(RD $3,205, 000).'\The net positive cash flow
for the year, RD $952,000, was achieved through the contracting of RD
$2,859,000 in additional peso denom}gated debt. The cash flow from
operations alone was negative (RD $1,539, 000) 0f the total debt payable
by the FDD, RD $12,506,000, 28% or RD $3,u57,ooo, including RD $1,955,000
already in arrears, was due to be paid in fiscal 1986. The FDD's ratio of

total debt to total assets as of June 30, 1985 was 0.98, obviously an

unsatisfactory state of affairs. 4 () ;7
,/fLiF
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The FDD debt due SOLIDARIOS as of June 30, 1985 consisted of arrears of
US $ 135,000 principal and US $136,000 interest; and arrears in Dominican
pesos of RD $21,000 principal and RD $13,000 interest. Principal of US
$1,232,000 and RD $229,000 was not yet due. SOLIDARIOS records indicate
that US $481,500 was disbursed to the FDD on a loan basis during 1983, the
same year in which the FDD suspended payment on existing debt due to
SOLIDARIOS.

In spite of having received more SOLIDARIOS support than other
foundations, USAID and SOLIDARIOS funded assets are a relatively small
percentage of total foundation assets,

Execution of the extensive field operations of the FDD appears to be

competen effective, in spite of the foundation's financial

problems. Due to the ears situation of beneficiary repayments, lending
policies have been revisediand operations eonsolidated somewhat. The major
share of agricultural loans are now concentrated in relatively low risk
activities such as crop financing for cash crops and animal traction.
Major mechanization and/or production infrastructure will not be financed.
Statistics indicate that group coverage for technical assistance, training
and org;;ization purposes is quite heavy, a result undoubtedly of the
policy of working through social and agricultural coordinators who reside
in the rural areas served, rather than centralizing operations in the Santo
Dominga headquarters.

Group social evaluation is quite extensive, and technical and financial
evaluation prior to credit disbursemen Eéﬁ;;;zz;>adequate. The human

resources of the foundation in social pr6ﬁbtidﬁ and agronomy are generally

satisfactory. There are indications that the caliber of economic analysis

P

activities might require strengthening.
\*_ﬁ/’“‘\__w‘wu
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Field visits were made to eight benefioiary groups in the agriculture
sector. The enterprise develbpment and artisan development programs were
unobserved. Five of the groups were receiving credit for crop financing
(coffee, tobacco, beans), one for tobacco drying sheds (ranchos), one for
purchase of oxen and one for waterpumps for small scale local irrigation.
The observation of the effectiveness and relevance of the FDD's impact’
upon beneficiaries and the rapport between them was decidedly positive.

T otN—————N
The principal economic impact is to increase the amount of working capital

available to low income beneficiaries, to improve their marketing position
by decreasing reliance on financial intermediaries; and to register modest
Qs? production gains. The nature of the activity financed does not lend itself
-l to significant increases in employment.

SR FDD institutional relationships with SOLIDARIOS at present center on

s G

2
{: (“‘renegotiation of outstanding debt. Apart from administration of the
N ¢ :\ e —— .
O enterprise development program grant, relations with the USAID Mission in

1

Santo Domingo do not appear extensive, nor are there direct relations with

<2

the IDB.

The Dominican Republic has in the last twenty years developed a strong
tradition of foundation activity and of local public and private sector
participation in these activities., It would appear that this has been a
mixed blessing for the FDD. On one hand, funding availability has permitted
the financ;gg_gf\g very broad program of credit assistance. Unfortunately

) ™~
(fit is also partiallg)responsible for vhe basically unmanageable deébt
A —

situation of the present.
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The FDD has an\experienced, extensive and generally effective field
program. It has in\the past, however, encountered serious beneficiary
repayment problems, (is technically bankrupt, and is maintaining its field

Y S

program only by the grace of its creditors.

Assessing the relative roles which natural disaster, national macro
economic misfortune and/or questionable financial management practices have
played in the development of the current situation would require a
more extensive analysis than was possible in this evaluation. Given

the very stro hilosophical basis of the foundation in social action

—r———

f‘or the nation's rural po,or, and the foundation's historically easy

LR E it WP,

access to credit, it is expected that an attitude of "service first,
and concern with finances later" may have prevailed for quite sometime
within foundation management.

The basic issues now are, given the current state of affairs, what
should the position and recommended actions of SOLIDARIOS and USAID vis-a«
vis the FDD be? 1In this respect the following are some of the
recommendations which should be considered:

- SOLIDARIOS: Obviously renegotiation of the FDD's

outstanding debt must take place. It is recommended that
both USAID and the CEE permit extension of the dollar

7AY denominated debt it funded, and its conversion into peso
\ denominated payments at an effective exchange rate based
J upon the national internal rate of inflation since
\:gi diaburaement of the the debt. Interest payments tould—aIso be
maintained in~ pesos, s, and used to defray SOLIDARIOS peso

C\\*

o

operating costs.

It is recommended that no further SOLIDARIOS disbursements

ﬁi(’ (L or guarantee fund arrangement with the FDD be considered

o ”;; until such time as the foundation completes its financial
Qkx *\ restructuring and demonstrates its intent to pay off

existing debt.
- Any support of the FDD by USAID should be in the form of

specific program grants or technical assistance. If the FDD
is to develop the philosophy of self-reliance and fiscal

)
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responsibility among(its beneficiaries; it should be able to /éﬂﬁﬁﬁ’

demonstrate that it, as an institution, is capable of the >
same. Support of a generalized financial bailout will not
motivate the FDD to improve its financial management . >
practices. 3s

The FDD has indicated that it could use technical assistance
in the areas of specialized artisan production and audio-
visual training aids development and use. In addition, if
requested, the FDD could use specific support to be able to
maintain a pay scale for its field coordinators and
agronomists on a par with that of the national publiec
sector. If requested, the FDD could also profitably make -
use of an experienced development foundation financial
specialist who could assist with Ehe‘aevelopment of a plan
fGF/financiEI reorganizatioh of the foiindation.

e T e e e e e T, Gg)’-\-/}}m":a
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FEDEQUIL (Guayaquil, Ecuador)

Summary and Recommendations
The Fundacion Ecuatoriana de Desarrollo - Zona Sur (FEDEQUIL) is

based in Guayaquil and operates in the Guayas and Southeast Ecuador
regions. Although it is a member of SOLIDARIOS, it has chosen never
to integrate itself into the SOLIDARIOS scheme of operations. It has
consequently nevér received any financing from SOLIDARIOS, Its only
request for credit, submitted in 1979, was denied for failure to meet
necessary requirements in terms of institutional structure and program
development.

FEDEQUIL currently retains only a skeleton paid staff, and has no
ongoing field operations at present. Its most recent activities seem |
to have been donor based short term programs of q\gggiiidzglﬁang_\

rather than a developmental nature. This contrasts with its stated
S

e Py " ——

objectives of assisting informal sector beneficiaries to become

economically self sustaining through judicious use of credit and

technical and management assistance for economic development activities.
The internal structure of FEDEQUIL appears to be quite

personalized, with virtually all meaningful daily operating as well

s—-—-\"—\,
as policy decisions resting with the foundation president.

Though the foundation declares that its recent lack of activity
will be replaced by an ambitious action program for 1986, there wes
little indication during the visit that such a transition was about to
take place.

FEDEQUIL chose not to make available to the evaluator its
financial records., It did state that it is aware that such disclosure

is a precondition to financial cooperation with potential donors and

E-24
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lenders, and that this situation would be rectified in the near
future.

FEDEQUIL's contacts with USAID, SOLIDARIOS and the IDB are
minimal. This situation appears to be equally a product of its own »
choosing, as it is an assessment by these institutions of FEDEQUIL's 4
lack of readiness for managing credit operations to desired standards.

In general, FEDEQUIL displays a somewhat contradictory nature.
Its operational track i1acord has not been outstanding in economic
development oriented activities, and its institutional structure is
weak, Yet, there is a perceptible and sincere desire on the part of
those connected with the foundation to want to "do good" via private
sector involvement and assistance to the informal sector of the Guayas
Region economy. Nevertheless, there appears to be a reluctance on the
part of the foundation leadership to perceive the need for SOLIDARIOS
or other external technical assistance in the areas of institutional
organization, program development and internal management. Based upon
past performance, such assistance would be required if the
foundation's effectiveness is to be raised to a level comparable with

that of the other evaluated foundations.

Recommendations

Under such circumstances, it is recommended that the proper
course of action for both USAID and SOLIDARIOS vis a vis FEDEQUIL
should be to signal that they are willing to work with FEDEQUIL but
only when:

- FEDEQUIL can articulate its own objectives and its technical
asoistance and financial support requirements to meet these »“QM9
objectives, A

Ve s ¢
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~ FEDEQUIL indicates that it will welcome outside assistance
and meet the minimal organizational and disclosure requirements
necessary to make fruitful use of such support.
Until FEDEQUIL indicates that it is ready to comply with the
above conditions, the only prudent course of action on the part of

USAID and SOLIDARIOS, other than to signal willingness to help, 1is to

maintain a strictly passive attitutde towards FEDEQUIL.

e e



FEDRORTE (Quito, Ecuador)

Summary and Recommendations

The Federacion Ecuatoriana de Desarrollo-Zona Norte (FEDNORTE or
la FED) is based in Quito. It was founded in 1968, concurrently with
FED-Zona Sur (FEDEQUIL) of Guayaquil, under a common charter. The two
do, however, function as separate foundations, and are considered as
such by SOLIDARIOS, of whom both are members.

The FED was a small organization during the first ten years of
its existence, having a loan portfolio of S/ 2,700,000 ($108,000) and

a staff of ten in 1978. It has undergone a period of very rapid

expansion since 1981, As of June 30, 1985, administrative and -

operating staff number numbered 55, and the loan portfolio balance

outstanding was 34,733,000 ($385,000), distributed among 175 rural YX

' and 616 urban loans. In value terms, the portfolio is divided

approximately half and half between rural livestock and agricultural
development and the PRODEM credit program for Quito street vendors and
microenterprises. Prior to the initiation of PRODEM in May 1984, the
FED had had an exclusively rural orientation and clientele.

The organizational structure of the FED is similar to that of
other SOLIDARIOS member foundations, consisting of a general assembly,
elected board of directors and executive committee and a staff headed
by an appointed exeuctive director. In addition to the headquarters
office in Quito, regional centers are operated in Guamote, Chimborazo
Province, and at the foundation owned and operated Sub Tropical
Training Center at Uchugnahua, Pichincha Province.

The FED's current activities are concentrated in the livestook

development program and Training Center in northwest Pichincha

E-27



Province, 120 km. from Quito; aﬁd the PRODEM program, which includes a
subproject exclusively for female beneficiaries. Additionally, the
FED operates a "Centro de Acopio" (full services agricultural
warehouse), and a crop financing program in Chimborazo Province, and
prdvides credit to the Shuar Federation, an organization of Amazon
Region Indians, for a cattle purchase program. The FED prefers to
work with beneficiary groups, but will also work with individuals as
conditions warrant.

The Northwest Pichincha Projeot is a comprehensive livestock
development program which has resulted in the conversion of
formerly subsistence level woodcutters and scrub cattle raisers
into milk and cheese producers for the Quito market. PRODEM
operates a $200,000 rapid turnover revolving oredit fund. The
fund, which has freed its beneficiaries from dependence upon
money lenders for credit, also resulted in the generation of
1,000 new Jobs during its first year of operation, while
functioning at a 78% rate of economic self-sufficiency. One of
the objectives of PRODEM is to demonstrate that a credit program
for economically marginal urban beneficiaries can, through proper
management, eventually operate on a self-sufficient basis.

The financial base of the FED is quite narrow, consisting almost

v exclusively of SOLIDARIOS credits, the USAID PRODEM grant of $460,000

in OPG funds, and an annual donation from PACT. Operating surpluses

have been registered in all of the last five years. Local financial)

support has been negligible in recent years. Internally generated
income aovered only about one-third of operating costs in 1984, Since
1980, the FED has received $471,000 in disbursements from SOLIDARIOS.

An additional $351,000, part of the AID donation to SOLIDARIOS, has

E-24
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been deposited with the Bank of America to serve as a guarantee for a
sucre denominated line of credit which is disbursed through the

Central Bank of Ecuador. It is to date, the only local currency
denominated line of credit for a member NDF which has been secured

with a SOLIDARIOS guarantee. As of June 30, 1985, FED assets were S/
49,300,000 ($500,000) and net equity of S/ 29,000,000 (?%;8:;;6) Dollar
denominated debt had however been evaluated at a weightéd\sucn /dol lar

changg’iife\qf(27ﬂto 1. ~The current exchange rate (Dec. 1985) is

—

125 to 1;) Relati?gwio the recent scope and rapid expansion of lending
Maotifities, the FED has thin cash reserves, and, in fact, has had to
renegotiate its SOLIDARIOS dollar denominated debt, so that principal
may be repaid in sucres.

It has apparently been several years since the FED has had an
external audit and published an annual report.

The FED's 1ntepnal administrative and accounting procedures

o )
appear to be{genera%ly satisfactory. Accounting is partially

computerized and 511 financial statements and account data are issued
on a monthly basis. The FED is particularly strong in the areas of
project design, planning, implementation and evaluation. Human
resources are competent, dedicated, and generally have received
technical training appropriate to their duties. Heavy emphasis is
given to technical assistance, field extension work,
training courses, end publication of training manuals and
materials.

Loans in the northwest Pichincha project are primarily for cattle
purchase, stable construction, and cheese processing plant

construction. Terms are typically five to seven years, with a two=
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year grace period and interest of 15%-19% per year. Virtualiy~all new
lending is from the sucre demoninated guabanteed Line of credit.
PRODEM loans, financed entirely by the'ﬁSAID‘srant, are for
working capital for street vendors, and equipment purchase and working
capital for microenterprises (carpenters, shoemakers, mechanies,

etc.). Terms are short, two weeks to four months. Interest rates
‘\_/\

appear high, even for the current inflationary economy (40% per annum)
EEJE§E_BE£_ESEEE; but are Sti1},EEEE‘ESEEE_2332_EP° only other credit
source for beneficiaries, market money lenders.

Arrears rates for the first year of operation of PRODEM were
3% for street vendor solidarity groups and 15% for individual
microproducers. Exact arrears figures for agricultural loans
were not estimated during the evaluation visit. Review of
beneficiaries files indicates that the situation is manageable for the
Shuar and Northwest Pichincha programs, but somewhat problematic in
Chimborazo, where repayments appears to have been suspended.

The FED at present is not receiving direct support from either
the USAID! or BID missions in Quito, although both give the foundation

positive ratings for effectiveness. The FED has had and continues to

have a very close working relationship with SOLIDARIOS.

Recommendations

FEDNORTE 1is an action oriented, innovative and competently
managed foundation. Its projects are raising the general level of
economic activity and generating employment, as well as having a

decidedly positive impact upon the beneficiaries themselves. Its only

1 Apart from monitoring of the PRODEM grant.
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potentially serious problem area is its financial structure, which
shows signs of being overextended due to rapid portfolio expansion, a
relatively thin capital base, inflation and currency devaluation.

Recommendations directed to alleviating this situation,

while at the same time assisting the foundation to progress
eventually towards a state of self-sustaining operation are:

- Investigate the possibility of grant support for
physical improvements and a share of operating costs of
the Subtropical Training Center at Uchugnahua. It is a
relevant and worthwhile, but very amibitious undertaking:
for the foundation. The proégect of attaining
financial self sufficiency from farm operations and
trainirng fees would appear to be over optimistic.

- After the first two year grant period has expired,
continue finaneing any operating deficits of PRODEM
until self-sufficiency is attained. The operating
deficit, even now, is minimal relative to the social

e .

? S
<;i)e [and economic impact of the program. It is very

debatable whether a public sector financed and

E )
”
- ’/,/////, administered program could generate the same level of

impact in as cost efficient a manner.

Through appropriate channels, insist that renegotiated

debt and guarantee fund obligations be honored. The
FED, by virtue of being the first, will be the role

model by which other national banking systems shall

Judge whether other SOLIDARIOS member NDFs can

creditably operate SOLIDARIOS guaranteed local ourrency
e ...u""""‘—-w—sw

.——-—-—"/

lines of oredit.
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~ ' The FED could profit from advice and/or support to

aﬁsist in the development of a more active and effective
domestic fund raising effort, which is nseded to improve
the foundation's capital base.

As a matter of policy, donors and recipient foundations
in soft currency economies should arrange for resouroce
transfers only via finanoial instruments that do not
involve the contracting of dollar demoninated debt by

the recipient foundations.

E-32
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FUNDACEN (Guatemala)

Summary_and Recommendations

The Fundacion del Centavo (Penny Foundation), commonly known as
FUNDACEN, was founded in 1962 and has been in continuous operation
ever since. It was the first of what later came to be known as
national development foundations (NDF's), and in 1972 was one of the
founding members of SOLIDARIOS.

FUNDACEN from its inception has been a rural oriented foundation.
Today, all of its programs and all of its beneficiaries are rural,
most being located in the densely populated highland areas of
Guatemala.

The central headquarters of FUNDACEN are located in Guatemala
City. Regional offices are in Jutiapa, Chuquimulilla, Chimaltenango,
and Quetzaltenango. The administrative and field staff has a total of

(if??fi:SSVBn employees.
~- Since 1962 FUNDACEN has financed éEié?)Foans for a total of
Q9,082,000. During 1984, 143 groups reoei&ed financing of Q 892,000. As
of the end of 1984 the foundation had a loan portfolio outstanding of
\éj,767. 51éf>assets of Q4,390,098 and net equity of Q1,856,438, all
v;IG;d-at an exchange rate of Q1/8US1.

The currently active programs of FUNDACEN are the agricultural
development program, which provides credit for crop financing,
primarily fertilizer purchase, for small cultivators (avg. plot size 2
Ha) of traditional corn, wheat and bean crops; the minimum needs
housing program which finances purchase of a basic design two room
concrete house for rural beneficiaries, and a land purchase/cash crop
development program for landless farmers. The latter program is

W
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financed by a $2 million grant line from the USAID Mission.
In 1984 the allocation of the loan portfolio was agricul ture -
60%, housing - 30% and land purchase - 10%. As of 31 October 1985,

an balances outstanding were overdue by more than one year.

certain share of the.arrears is attrib le to beneficiaries havinéf-

fled their land during thewcal ciif‘ficulties f the early 1980's
the rest to the basically precarioa_sj’e’cml of the benefioiary
population. Crop financing has always been the major program. The
housing program was started in 1976, and the land purchase program in
1984, The latter program, with funding assured by AID, is expected to
grow quite rapidly.

FUNDACEN has a quite diversified financial base. It has been the
second largest recipient of SOLIDARIOS support, having received
$1,395,000 in loans between 1978 and 1982. In addition to the USAID
Mission grant for the land purchase program, it has received OAS,
Guatemala Government and private sector grants, and several loans from
the national agriculture development bank (BANDESA). SOLIDARIOS
funds account for U40% of the foundation's assets, of which the AID
component is 14%. FUNDACEN's current expenses for the first ten
months of 1985, excluding interest on loans was Q345,000 versus non-
donation income of Q387,900, indicating that the foundation is nearly
capable of supporting itself from internally generated funds.

FUNDACEN's large interest generating cash balances are matched by
a large external debt, which amounted to $1,307,000 at the end of

1984, Due to the more than 300% devaluation of the quetzal during

1985, FUNDACEN has suspended payments on its dollar denominated debt, -

e
PR

$969,000 of which is held by SOLIDARIOS. It would appear that debt

p%&inents will not be resumed until s;xx;; compromise arrangement

£=34
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concerning exchange rate equivalency is agreed to. Compliance with
maintenance of value clauses in the SOLIDARIOS loan contracts would
severaly decapitalize the foundation.

FUNDACEN's internal administrative and operating procedures,
quality of human resources on staff, and promotion and technical
assistance activities are considered satisfactory. Promotion
activities are oriented towards assisting potential beneficiaries to

organize in legally constituted groups of ten or more members, a

foundation requirement for credit eligibility.
Field visits to beneficiaries of the crop financing and housing
programs indicated that the foundation's activities are in general

having a beneficial impact upon a clientele generally of extremely

limited resources. Due to demographic pressure and deeply rooted \éﬁv ﬂ:

structural problems, however, FUNDACEN's efforts can at best only be a &E?¢h :}
' L&e i(q[;:

palliative at the subsistence level of society, rather than the seed fZau7

A" — P,
capital for true economic development.

et T

According to FUNDACEN's statistics, the average beneficiary of

the crop financing program generates a family cash-flow of Q 1000/yr.,

due in part to the average Q195/family loan. No good quantitative
= . —T D

S ——————

estimate exists as to the with and without FUNDACEN difference in cash
L= - - Y
flow, though the impact certainly appears to be positive.
The USAID mission in Guatemala ranks FUNDACEN very highly for
relevance, responsibility and impact, obviously a major consideration
in the awarding of the land purchase program grant. Relations with

SOLIDARIOS are close. FUNDACEN's president, Sr. Aycinena, has been

president of SOLIDARIOS for the last two years,
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Recommendations

The major immediate problem facing FUNDACEN, and in fact, much of
the SOLIDAROS movement at present, is how to handle dollar denominated
debt in the face of the extreme devaluation of national currencies
against the dollar over the past several years.

It is obvious that even otherwise financially sol vent and
responsible NDF's such as FUNDACEN will be seveégiy decapitalized by
compl iance with maintenance of dollar value clauses in the SOLIDARIOS
loan contracts at prevailing exchange rates.

On the other hand, a total writeoff of the debt at the NDF lavel
would not be in the best interest of financial discipline within the
SOLIDARIOS system.

Given the situation, it is recommended that USAID intervene
actively with SOLIDARIOS and the affected NDF's such as FUNDACEN to
accelerate settlements for each individual NDF.

It would appear that the principal elements of a settlement would
be calculation of debt payable in local currency equivalents based on

the exchange rate prevailing at the time of disbursement adjusted for

internal inflation in the NDF's country since then.
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1. Backeround

The background and origin of the Consejo de Fundaciones
Americanas de Desarollo (SOLIDARIOS) has been detailed previously in
"Assessment of the Enviromment and Operational Outlook of Consejo de
Fundaciones Americanas de Desarollo," prepared by SOLIDARIOS for the
Private Sector Division of the Office of Development Resources,
AID/LAC in March 1984,

SOLIDARIOS was founded in 1972 in Guatemala by twenty-five
leaders of eleven National Development Foundations (NDFs) in eleven
Latin American countries. Its founding was the response to a
perceived need for improved communications and coordination of
activities between a diverse group of relatively new private
development organizations existing in Latin America and the Caribbean
which had been founded during the 1960s.

The motivation for their establishment was to develop locally
based organizations which could provide economic and social
development assistance to rural and urban poor who could not qualify
for credit through established channels and/or who were often beydnd
the reach of government development programs.

The objectives of SOLIDARIOS, as stated in its charter, were:

e To represent member organizations in collective activities;

e To coordinate and support program activities of its
members;

e To disseminate information and assistance to member
organizations to assist them to improve the quality of
their operations;

a Y7



] To promote and coordinate a common development philosophy
and policy goals for its membership;

) Promote the participation of the private sector in the
social development of the Latin American and Caribbean
countries.

During its first years of existence, SOLIDARIOS was a very modest
operation, engaged essentially in the coordination of activities
envisioned in its charter.

It came to be recognized, though, that SOLIDARIOS could play a
more effective role for its membership via the acquisition and
channeling to them of funds required to capitalize their individual
credit assistance programs. Local contributions in each country had
consistently proved insufficient for such purposes. In 1976,
therefore, the SOLIDARIOS charter was amended to include an additional
objective:

and carry out all necessary related functions necessary for
successful operation of the development fund.

\j:><{/ ) Administer funds for the development programs of the members

Having included this objective in its plan of action, the
SOLIDARIOS Development Fund was established and was capital ized
between 1977 and 1983 with grant authorizations totalling $7.35
million from PACT, USAID, and the EEC, and a loan of $2.35 million
from the IDB.

The establishment and capitalization of the Development Fund led
to an acceleration of SOLIDARIOS activities. Since 1979, when the
first USAID grant disbursement was received, the now foremost function
of SOLIDARIOS evolved--that of a financial intermediary, relending to
its member NDFs, and providing auxiliary technical assistance at the

institutional level to assure that the credit would be effectiv.ly

used.

A
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The motivation for the establishment of SOLIDARIOS, its eventual
transition into a finaneial intermediary and past experience of other
foundations suggest several oriteria which should condition USAID's
position vis-a-vis the future of the SOLIDARIOS movement. These are:

[ ] SOLIDARIOS is an umbrella organization, founded to serve the
needs of its member NDFs and their beneficiaries., Decisions
concerning SOLIDARIOS must consider their ultimate impact
upon these grass roots beneficiaries of the member NDFs.

] The goal of the SOLIDARIOS movement is to foster an
autonomous private sector based development process at both
the foundation and the beneficiary levels. The availability
of SOLIDARIOS credit permits the NDFs to develop relatively
autonomous program agenda<s. If the intermediary source is
replaced solely by direct funding from AID and/or IDB
National Missions with their inevitably tied conditions, 1is
this primary goal not compromised?

] History suggests that SOLIDARIOS' role as an effective
umbrel la service organization will fade into relative
insignificance if its role as a financial intermediary is
significantly curtailed or terminated.

) Though there might be internal disagreement among SOLIDARIOS
members concerning the relative emphasis of its role as a

{ financial interuediary and as a provider of technical
A §?\ assistance, there is a unanimously and strongly felt belief
Q that the SOLIDARIOS concept must not be abandoned. Without
Sr'h a viable SOLIDARIOS, member NDFs will be where they were in
& the mid-1970s:— undercapital ized, forced to devote exceasive

amounts of duplicative time and resources to fundraising;
subject to pressures upon programs peculiar to their
individual countries; and without a common forum to
interchange ideas and exert a force for uniform quality
control of individual NDF programs.
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2. Organizational Structure
The current organizational structure of SOLIDARIOS is shown in

Figure 1, SOLIDARIOS Organizational Chart. A brief explanation of
this chart follows:

® General Assembly: Composed of the representatives of the
fifteen active member foundations of SOLIDARIOS and
associate members duly affiliated with the organization.
Its primary function is to establish SOLIDARIOS' general
policies,

The General Assembly convenes annually in one of the member
countries. Every two years, it elects members of the six-man
executive committee. The list of active and associate
members is included in Figure 2.

° Executive Committee: This committee is made up of
affiliated members representatives who are elected by the
General Assembly. The Committee is responsible for the
formulation of SOLIDARIOS policy and monitoring of
operations.
The Executive Committee is responsible for decisions on
credit requests by member NDFs.
A key structural characteristic of SOLIDARIOS is that each
of the six members of the Executive Committee represents, and
resides in a separate country. Committee meetings are therefore
expensive and sometimes difficult to organize. Delays in
consideration of credit approvals and policy agenda, consequently, are

not uncommon.

° The General Secretary: the senior staff executive of
SOLIDARIOS, based at the Santo Domingo headquarters. He is
appointed by the Executive Committee on a permanent basis,
and reports directly to the Executive Committee. He is
responsible for execution of SOLIDARIOS policy and
supervision of administrative, technical and credit
operations.

A practical impact of the difficulties inherent in organizing the
Executive Committee is that the General Secretary not only has the

considerable autonomy in the execution of SOLIDARIOS policy granted éf?’
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him by the Executive Committee, but often is forced to create his own

policy to avoid operational delays.

° Auditors: The internal auditor of SOLIDARIOS is responsible
for carrying out annual audits and monitoring of oredits to
each NDF which has received SOLIDARIOS oredit. He reports
directly to the Secretary General.

° Administration and Finance: Under the operational control
of the Security General. Responsible for internal
account.ing, general services, budgetary control and
administration of SOLIDARIOS itself.

(] Promotion: Reporting directly to the Secretary General, the
promotion section 1is responsible for SOLIDARIOS' external
relations, fund raising efforts, and contacts with other
organizations.

(:y ° Operations: The Chief of Operations reports to the

Secretary General and supervises the work of the Regional
Representatives, credit operations and institutional
services and the newly formed consulting service of
SOLIDARIOS.

° Regional Representatives: Report directly to the Chief of
Operations. They operate in three geographical areas:
Cental America and Mexico, with base of operations in
Guatemala; South America, formerly based in Cali,
Colombia; and the Caribbean with base of operations in Santo
J Domingo. The Regional Representatives maintain direct

r}}/ contact with member Foundations providing technical

assistance 1n planning, accounting, finance, organizational
development, and interorganizational networking. The South

Ameriran representative specializes in pl-aning,
ﬁf \e organization and institutional assessments, whereas the
\ f/\ Central American representatctive specializes in accounting
y }( and finance.
/
,p“ The Caribbean representative based in Santo Domingo
ZQ L v took a leave of absence in 1985 to pursue graduate study.
p '\y
Vs

The Cali-based representative relocated to Santo
Domingo during 1985 due to family health problemgL)

e SOLIDARIOS recently has decided to take on a third
\\\\__,,//’// representative. He/she will share the planning,
organizational and institutional work geographically with
the relocated South American representative. The Guatemala=-
based representative will concentrate solely on financial
and accounting matters, but covering the entire memberaship

as required.



(] Credit and Institutional Services: Under the responsibility
of the Operations Chief. Coordinates the services offered
to members, manages the communications network, carries out
socio-economic evaluations, analyzes credit applications for
the revolving loan fund, and edits the quarterly magazine
and the bulletins.

[ ] SOLIDARIOS Consulting Service: SOLIDARIOS, through its
contacts with NDFs, international financing organizations
and other foundations, has over the years acquired contact
with many individuals who are capable of providing

special ized technical assistance in many areas to member
NDFs. A computerized talent bank has been organized to
provide specialists for consulting services to member NDFs
and other foundations.

It remains to be seen whether this can become a
/ financlally viable operation, as SOLIDARIOS envisions.
Experience dictates that member NDFs will be very resistant
to paying_ foreign exchange invoices at international
consul ting rates for SOLIDARIOS supplied consultants, when
reglonal représentatives formerly cost oﬁly “the ual
membership ree plus some local ‘éurrency out-of-pocket
T ——

e e e e s e,

expenses. - e

As of November 1985, SOLIDARIOS had a salaried staff of -
18 employees. The Santo Domingo-based Secretary General,
the two Regional Representatives, and the Director of
Consulting Services, based in Mexicq\pity, receive salaries
denominated in U.S. dollars. Five Sarnto Domingo-based--—-_
professional staff and nine support personnel receive é1¢04,
salaries denominated in Dominican pesos.

—

L 9



Figure 1:- SOLIDARIOS Organizational Chart -
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Figure 2: List of National Developaent Foundations (NDFs)

Active Members

1.

Instituto de Desarrollo Social y Promocion Humana (INDES)==
Argentina '

2., Centro para el Desarrollo Social y Economico (DESEC)=-Bolivia

3. Fundacion Nacional para el Desarrollo Social (FUNDES)=-
Colombia

4, Fundacion Costarricense de Desarrollo (FUCODES)--Costa Rica

5. Fundacion Ecuatoriana de Desarrollo (Sur)--(FEDED)-~Ecuador

6. Fundacion Ecuatoriana de Desarrollo (Norte)-~(FEDED)=«
Ecuador

7. Fundacion del Centavo (FUNDACEN)--Guatemala

8. Fondation Haitienne de Developpement {FHD)--Haiti

9. Fundacion Hondurena de Desarrollo (FUNHDDESA)--Honduras

10, Instituto para el Desarrollo Hondureno (IDH)~--Honduras

11. Fundacion Mexicana para el Desarrollo Rural (FMDR)-~-Mexico

12, Fundacion Nicaraguense de Desarrollo (FUNDE)--Nicaragua

13. Fundacion Dominicana de Desarrollo (FDD)--Dominican Republic

14, Mujeres en Desarrollo Dominicana (MUDE)--~Dominican Republic

15. Instituto de Promocion Economico Social del Uruguay (IPRU)--
Uruguay

Aasociate Members

1. Central de Cooperativas Agrarias (CENCOA)--Colombia

2. Hogar y Desarrollo (HODE)--Guatemala

3. Qrupo de Tecnologia Apropiada (GTA)--Panama

4, Accion Comunitaria del Peru (ACCION)--Peru

5. Central de Credito Cooperativo del Peru (CCCP)==Peru

1-11
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3. Programs and Activities

The principal services which SOLIDARIOS provides to its
membership are financial assistance through the development fund énd
technical assistance to its members in the areas of funds accounting;
planning, programming and evaluation; institutional development; and
internal auditing.

Additionally, in its role as an umbrella organization it
organizes seminars and publishes literature of relevance to the
dévelopment foundation movement.

Descriptions and assessments of each of the principal programs

follow.,

3.1, Technical Assistance

The SOLIDARIOS technical assistance programs for its members hav:
been directed to institutional strengthening of the foundations.
SOLIDARIOS does not supply project-specific technical assistance to
its members. As the individual NDF evaluations will show, the NDFs
generally draw on national resources for such assistance,

The basic focus of SOLIDARIOS technical assistance at the
institutional level has been in the areas of funds accounting;
planning, programming and evaluation; and preparation of proposals for

loan requests.

3.1.1. Funds Accounting

Funds Accounting is an accounting methodology for use by
nonprofit organizations receiving restricted financing. It is based
upon the maintenance of separate accounts for each donation and/or

loan.
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The implementation of a uniform system of fund accounting for all
foundations which have received SOLIDARIOS credits has been the most
tangibly successful of SOLIDARIOS' technical assistance efforts.
Conversion to use of the system by NDFs was, in fact, a precondition
to credit eligibility. The implementation of the system in the
ocreditor NDFs was supervised by the SOLIDARIOS Central American
Regional Representative, who is an accountant by profession.

In 1981, SOLIDARIOS published a guidebook on funds accounting,
"Instituciones No Lucrativas: Administracion, Contabilidad por Fondos

Yy Control Interno" by Mariano A. Mella.

3.1.2. Planning, Programming and Evaluation

SOLIDARIOS has worked with its members through seminars, the
publication of the "Guia de Planificacion, Programacion y Evaluacion"
in 1982, and visits of its regional representatives to implant within
its member NDFs consciousness of the importance of the planning
process, and of operational planning, programming and evaluation
systems. The NDFs themselves obviously also have worked towards this
end of their own accord.

Planning, programming and evaluation (PPE) is more an

intellectual process than a straightforward standardized technique
such as funds accounting is. Consequently, adaptation rates have been

U N
more variable./ Specific investigation of PPE proceseee at each—~7
//’?Bagﬁation was not undertaken in this evaluation. Nevertheless, ir

N—
one ie to judge by results—-the relevance of field programs being

executed--effective planning and programming is taking place at the
four credit-receiving NDFs evaluated. If in turn, the project design

is relevant, then certainly evaluation of prior experience, by

X
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processes either formal or ad hoc has also taken place, Review of
project documentation indicated that both FEDNORTE and FUCODES have
wel l-established procedures for monitoring post facto socio/economic

impact of their activities. The FDD stresses social impact evaluation

and payback potential, and gives less emphasis to economic impact.

s NP UURE e S

FUNDACEN, by its own admission, has been somewhat remiss 1n formal

PR I

evsluation activity, yet its programming could certainly not be

.. — - \...__..——c
considered deficient.

SOLIDARIOS, as a complement to the PPE training, also provides
technical assistance in institutional planning, i.e., the
establishment of planning systems for short-term activities and the
elaboration of an implementation schedule by department.

The evaluator, himself a trained planner, retains some doubts
concerning the placement of emphasis in the PPE and institutional
Planning activities within the SOLIDARIOS system. Review of previous
evaluations and donor monitoring reports indicated an almost obsessive
preoccupation by their authors with the vocabulary, and the dialogue
of PPE and the production of institutional procedure manuals\gg_i{_

these were ends in themselves. At the same time, there appears to be

—

T T e r——

a contrasting lack of emphasis concerning what should be the ultimate
Products of these exercises--identification of the types of activities
which can be transformed into technically, socially, and economically
relevant field programs, given the enviromment and the beneficiary

clientele with whom the NDFs must work. One is motivated to question

whether there exists a certain confusion of emphasis on programming

B - et e e e

procedures at the expense of program substance.

FRRSUURRERES S

The technical assistance activities provided by SOLIDARIOS to

member NDFs are carried out primarily by the Regional Representatives.

1-14
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Table I records the technical assistance visits to member NDFs between
1978 and 1983. The average duration of these visits, according to the

representatives, is generally about one week.

Table 1: Technical Assistance Visits to Member Agencies

1978-83
1978 1979 1980 19081 1982 1983 Totals
INDES/Argentina - 1 3 4 4 1 13
DESEC/Bolivia - 1 - 3 3 - 7
FUNDES/Colombia - 1 - - - 1 2
FUCODES/Costa Rica 1 ] 2 1 2 1 11
FED/Guyaquil, Ecuador - 1 - - 1 - 2
FED/Quito, Ecuador - 1 3 3 1 2 10
FUNDACEN/Guatemala - 2 - 1 1 2 6
HODE/Guatemala - - - - 1 3 4
FHD/Haiti - - - - 1 - 1
FUNHDESA/Honduras - 1 - - 1 1 3
IDH/Honduras - - - - - 2 2
FMDR/Mexico - 2 1 1 2 1 7
FUNDE/Nicaragua - 1 2 1 1 2 7
IPRU/Uruguay - 1 2 ] 2 1 10
Totals 1 16 13 18 20 17 85

Source: SOLIDARIOS

SOLIDARIOS technical assistance in the early stages of the
Development Fund expansion, especially the implantation of the FUNDS
accounting system, appears to have been quite useful in improving and
standardizing internal operations of member NDFs to the point where
they could usefully absorb SOLIDARIOS credit.

The geographic dispersal of NDFs, especially in South America,
results in high operating costs, At this transitional stage of the
SOLIDARIOS movement, it is appropriate to analyze the subject matter
and the cost-effectiveness of ocurrent and projected technical

assistance. Just how much impact can a Representative have spending
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an average of one to two weeks time per year at each NDF? The program
as it has operated in recent years would appear more useful in
upgbadins incipient foundations to qualify for credit, than it would

be in assisting already established credit recipients.

3.1.3. Seminars and Training Workshops
As a complement to technical assistance, SOLIDARIOS offers

periodic training courses in the form of seminars, workshops, and
exchange visits as a means of improving capabilities in areas such as
auditing; fund accounting; loan administration; local fund raising;
planning, programming and evaluation; and other subjects relevant to
development foundation operations.

A list of seminars, courses and exchange visits conducted under
SOLIDARIOS' auspices is inoluded in Table 1 of Annex 2. SOLIDARIOS

Seminars and Publications.

3.1.4. Publications
One of the original non-credit-related motivations for the

establishment of SOLIDARIOS was to provide a common forum where
practitioners of the then and still somewhat experimental development
model which is the private, autonomous development foundation could
exchange ideas and compare modus operandi. SOLIDARIOS-sponsored
publications, including both its quarterly magazine and books, have
played an important role in this regard.

A list of these publications is included in Annex 2.

A oursory review of some indicated a level of relevance and

quality which was quite impressive.
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3.1.5. Internal Audits ¥
As a condition of receiving SOLIDARIOS oredit, member NDFs must 0
submit to internal audits by the SOLIDARIOS staff auditor. These are
usually conducted on an annual basis. In addition to their role in

fund monitoring, these visits are also another means of maintaining gf

communication between SOLIDARIOS headquarters and the membership. jZ) \q&
e e e e e
‘\___—._r

3.2, The SOLIDARIOS Development Fund

3.2.1. Sources of Credit
Credit assistance to the NDFs is provided through the
SOLIDARIOS Development Fund. The funding sources for the Development

Fund, established in 1973, are as noted in Table 2.

Table 2 Source of SOLIDARIOS' Development Fund

PACT $ 400,000 April 1977 Grant Agreement No. 0032

AID $4.700,000 September 1978 Grant Agreement AID/LAC-G-1291

IDB $2.350.000 February 1979 Loan Agreement 123/TF-RG

EEC $2.250.000 February 1979 Grant Agreement ATN/RG-0020
(NA-T8/25)

TOTAL $9,700,000

SOURCE: SOLIDARIOS

3.2.2. Destination of Credit

These resources are utilized by SOLIDARIOS to finance the
credit assistance programs of member NDFs, who, in varying degrees
also capitalize their individual development funds from other sources
as well., All loans are denominated in U.S. dollars with maintenance
of value clauses, except the IDB funded loans which are denominated in
and repayable in local currencies without maintenance of dollar values

clauses,

L
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Loan terms are soft, 5% annual interest, grace period of up to
three years and terms of up to 15 years. The CEE fund is administered
through the IDB. The amounts provided to individual NDFs vary
according to their own portfolio size and absorptive capacity. Both
the USAID and IDB administered funds do, however, permit a maximum of
$550,000 per NDF per loan.

The ultimate beneficiaries are rural poor engaged in agricul tural
and livestock activities (approximately 80% of loan volume) with the
remainder involved in urban small enterprise and artisan activities.

Most NDFs grant rural loans only through producer groups, whereas
microenterprise loans are typically to individual business owners, and
street vendor solidarity groups. More detailed profiles of credit use
by beneficiaries are included in the reports of the five individual
NDFs which were evaluated.

As of the 31st of December, 153", SOLIDARIOS had approved loan
agreements with 10 of its member organizations and had disbursed
U.S.$7,598,496 to these same agencies. A breakdown of this latter

amount, by funding source and by year, is presented in Table 3.
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TABLE 3
Credit Disbursement by Fund by Year
As of December 31, 1984
($000)

RPACT AID ADB EEC JOTALS

1977 $70 -0~ =0~ «0= $70
1978 230 -0~ -0~ «0- 230
1979 «0= 970 0= =0- 970
1980 «0- 733 1L} 122 996
1981 0= 251 942 374 1,567
1982 =0~ byt 493 682 1,622
1983 y7 788 176 182 1,192
1984 5 251 341 306 951

Totals $399 $3,440 $2,092 $1,666 $7,598
By Fund 5% 45% 28% 22% 100%

Source: SOLIDARIOS

The percentage distribut’i“on”'Bi"‘f'u'nd‘indioates tof' funds
/
/

d bursed\have come /from USAID sources. It will be noted that

$1, l&86 ,000_ of‘KAID mbney was disbursed in 1982-84, along with

/4
=l

/$1,170,000 9{‘ ~CEIEI funds.
~———Table 4 breaxs down the loan disbursements by year disbursed, by
funding source, and by NDF to whom disbursed. The numbers in

parenthesis indicate the year each loan was disbursed.

Al
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Table 4
Distursements by NOF, Furd and Year3 of Disbursement

($000)
IDB/(2) SOLIDA 4 CF TOTA
FOUNDAT TON/FUND PACT AD! FFPS CEE RI0S' [OTAL | BY NOF
(78) (80-84)
INDES/Argentina 40 -0- 200 -0 -0- 240 3
(82,83) (82,84) |
DESEC/Balivia -0 185 -0~ 201 -0 3% 5%
(80,81) |(81) |
FUNDES/Colambia -0 144 85 -0 229 %
(18) | (8Y) (81,83) | (8w J
FUCODES/Costa Rica 30 100 60 49 -0~ 238 3%
(80) (-84) | (&, 8u) T
FED/Zn/Ecuador -0~ 536 159 T7 -0- 773 10%
(78) (79, 82) (81) (81, &)
FUNDACEN/Guatemala s 550 290 550 1,3% 18
(78) (80, 81) |(81-84)
FMDR/Mexico 50 540 800 - 0= (1,39 18%
(1) (79) (80-83) | (%0, 84) |(84)
FUNDE/Micaragua 50 360 290 210 59 1,000 13
(78) (19,8,83)| (81,82) | (&, 83)
FDD/Republica Domirdcana 50 810 29 550 1,690 2%
(84) (83)
IPRU/Uruguay 39 1% -0~ 0= 0= 225 3%
TOTALES 305 3,440 2,094 1,666 59 7,599 1003

1) The AID disbursement total includes $350,000 deposited with Bark of America to gnarantee a suc
dencninated lime of credit fram the Central Bank of Ecuador.

2) Dencminated and repayable in mtioml currencies - Principal amount reamains value at time of

disbursement.

3) Members in parenthesis indicate year of disbursement.
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The figures indicate that the major recipients of SOLIDARIOS
credits have been the FDD (Domincian Republic), FUNDACEN (Guatemala)
and the FMDR (Mexico) who between them have received 58% of all credit
disbursed. FMDR credit was disbursed at an average exchange rate of
Pesos 66/$1US. The FDD and FUNDACEN oredits were at a par with the
dollar. The current exchange rate in the three countries are P400/1,
RD$3/1 and Q3/1 respectively.

The four credit receiving NDFs which were evaluated accounted for
53% of total disbursements.

In comparison with the $7,598,000 actually disbursed, loans
approved by SOLIDARIOS have totaled $8,809,000. The comparison
between funds approved and funds disbursed is shown in Table 5

Comparison between Approvals and Disbursements.
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Table 5: Comparison between Loan Approvals and Disbursements

($000's)

XEAR/FUND PACT AID EFERS CEE ZOTAL
1977 215 - - - 215
1978 85 - - - 85
1979 - 1,954 540 910 3,404
1980 -- - 1,560 690 2,280
1981 - 370 95 405 810
1982 40 1,005 95 - 1,140
1983 - 785 60 - 8us5
1984 - - - -

TOTAL

APPROVED 340 4,118 2,350 2,005 8,809

DISBURSED 400 3,440 2,092 1,666 7,598

PENDING - 674 198 339 1,211

SOURCE: SOLIDARIOS

Table 5 indicates that $537,000 of IDB administered funds
(inoludes the CEE donation) have been approved but not disbursed. An
additional $305,000 of IDB administered funds authorized were never
approved for credit use. A clause of the IDB/CEE-SOLIDARIOS agreement
stipulated that authorization was suspended for funds not used by
November 1984, Consequently, $842,000 of the original $4,600,000
IDB/CEE funds authorized were not used.

Of the total USAID authorization of $5,100,000, approximately

$600,000 was for technical assistance support and $4,500,000 for the
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development fund. Of the latter $3,440,000 has been disbursed,

leaving $1,060,000 (approx.) still unassigned.

3.2.3. Analysis of Arrears ' -
The impact of the Latin American economic orisis upon SOLIDARIOS

oredit operations can be appreciated through analysis of the loans

outstanding accounts of SOLIDARIOS for 31 Dec. 1984 and Aug. 31, 1985,
Per the SOLIDARIOS audited annual report (p. 82), on 31 Dea.

1984, the loans outstanding account (interest plus prinecipal) of

SOLIDARIOS totaled $5,800,188 as compared with $5,609,770 at the end

of 1983. Unauditad printouts for 31 August showed the total to be

$6,470,000. Table 6 shows the balance outstanding as of 31 Dec. 1984

and 1983 by foundation. Gdo’“j~
(5S>
Table 6: Loan Balance Outstanding: 31 Dec. 1984
($0003) S—
r‘-\\\
(19814, ) = 1983
Foundation Capital Interest Total Total
INDES - Argentina $207 $51 $258 $242
DESEC - Bolivia 386 20 406 296
FUNDES - Colombia 229 40 269 251
FUCODES - Costa Rica "M 3 114 71
FED - Ecuador 411 15 426 349
FUNDACEN - Guatemala 1,254 39 1,293 1,343
FMR - Mexico 1,340 83 1,423 1,123
FUNDE - Nicaragua 925 75 1,000 848
FUD -~ Rep. Dominicana 1,618 116 1,733 1,369
IPRU - Uruguay 225 2 226 31

Revenue for non-

Collectable loans (325) e (335) (282)
Exchange rate

Ad justments -

IDB Fund (945) ( 66) (1,011)

Total $5,425 $375 45,800 $5,608 e
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Table 7 reproduces SOLIDARIOS data, as of 31 Dec. 1984,

concerning loans and interest payments in arrears.

Table 7: Analysis-of SOLIDARIOS Loans in Arrears
1 Dec. 1984/ ($000s)

Accounts 1in Number of %
Arrears Pavments Dist.
Cap, Int. Capital Interest  Iotal
1 to 30 days T 20 $157 $130 $288
31 to 60 days 3 6 66 35 101
61 to 90 days - y - 3 3
91 to 365 days 15 22 199 139 339
1 to 2 years 7 1 143 102 2u4 3%
More than 2 years 3 3 52 5 56 1%
Total payments — — R —
in Arrears 36 66 $618 $414 $1,032 14%
Amount not yet due
of loans with P
pmts. in arrears $3,981 $22 $4,003 f’56$
Total portfolio ;:M
affected $4,598 $1436 $5,034 [ T0%,
v
Loans without pmts.
in arrears:
Up-to-date $2,100 $5 $2,105 30%
Postponed 7 67 7
Renegotiated - - -
Total $6,705  $441 $7,147  100%

SOURCE: SOLIDARIOS

The percentage distribution figures show that whereas 14% of the
balance due is actually in arrears, the balance of the portfolio not

yet due of those foundations already in arrears accounts for another

- "/}A
56% of all loans outstanding. JJLW’
Ly
Thus, a total of at least 70% of the entire portfolio is\ralling
behind on payments. , -
T e T -~ E :) o (7] ‘,'b,f] )y

Uy 30 \
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If the individual foundation figures for the 31 Decoc. 1984, 31
Aug. 1985, and the original amounts of the loans are compared, the
figures are even more revealing. This information is presented in

Table 8.

Table 8: Comparative Amalysis of Debt Qutstanding: 31 Dec. 1984, 31 Aug. 1985

($000s US)

Qrig, Balance Balance Progress in

Prin. 31/12/84 31/18/85 Eight Mnths
Foundation Distursed Prin, Int, Total Prin., Ink. Total
INDES (Arg.) 40 207 51 248 201 124  $331 Mone
DESEC (Bol.) 38 3 20 406 3 35 421  None
FUNDES ((ol.) 29 29 W X9 29 16 245 Doubtful Int. Data
FUOODES (C.R) 237 1 2 113 212 8 220

FEDNORTE (Ecuador) 79 n1 15 W6 63 30 653
FUNDACEN (Guat. ) 1395 1254 39 123 1198 66 1264 Paid 56,000 Prin.

FMDR (Mexdico) 1390 1380 8 13 1350 9% 135 Mone
FUNDE (Nicaragua) 1000 926 T4 1000 926 104 1030 Mome
FOD (Dam. Rep.) 1690 1618 116 1734 1618 175 1793 Nome
IPRU (Uruguay) 25 25 2 2 20 9 229 Paid $5000 Prin,
Total 7511 6707 4% TWT 6959 662 7621
Less Exchange
JBate Adjustment = (9u5) (66) (1000) (945) (60) (1005)
Total $7571 57162 376 6138 6014 602 $6016

In 1985, no approvals nor disbursements have taken place. Due to
the expiration of the .!L’B"I;/CEE authorization in November 1984, the only
remaining source of already authorized funding was the USAID grant.

Disbursement pending of already approved loans and other
available funds up to the authorization 1imit had been frozen by
USAID. A total of approximately $1,060,000 is involved.

As of the time of the evaluation (October 1985), USAID officials
were working with SOLIDARIOS to develop a specimen agreement for
establ ishment of guaranteed lines of credit.

SOLIDARIJS for its part was continuing renegotiation terms with

<7D



member NDF creditors. The status of these negotiations as of October

1985 is summarized in Table 9.

Table 9: Summary of Current Renegotiations of SQLIDARIOS Loans to
Member NDFs (October 1985)

Exchange Rates

Loan Principal At timss of  Curent  Remarks
Foundation Qutstanding Disbursement (Jan. '86)
FMDR (Mexdco) $6540,000 23.75 1p0 Mote (1)
FUNDES (Colambia) 144,040 49,70 171 Note (2)
FEDNORTE (Quito, Fcuador) 174,222 29.05 125 Mote (3)
DESEC (Bolivia) 185,000 181 100,000t  Note (4)
FUNDE (Micaragua) 360,000 10 28 Mote (5)
FDD (Daminican Republic) 517,500 1 3 Note (4)

Notes:

(1) In March 1985 the FMDR agreed to repay the loan principal and interest in Mexican
pesos based on an exchange rate of 23.7%/1.

(2) In July 1985, FUNDES agreed to repay the dollar debt in Colcmbian pesos based upon
exchange rate of Co. $77/$1 US

(3) In July 1985, the FEDNORTE and SCLIDARIOS agreed to a repayment plan by which
principal would be repaid in sucres at current exchange rate at time of repaymesnt and
interest would contime to be repaid in US dollars,

(4) DESEC and the FDD have not yet reached agreement with SCLIDARIOS on new repayment
temms,

(5) No agreement has been reached due to internal problems in Nicaragua concerming
transfer of foreign exchange ard exchangs rate basis.

Source: SOLILARIOS

Careful review of the figures will show that‘&i@
foundations, IPRU (Uruguay)-. and FUNDACEN (Guat) ﬁade payment; on debt
due during the first eight months of 1985 \ """" At the present time,
it would azppear that only FUCODES has the combination of a fairly

stable exchange rate and maintenance of value on original debt to be

in a position to repay any of its dollar denominated debt incurred.
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3.2.4. Current Status of Development Fund

As a result of the dollar repayment orisis which has affected the
Development Fund activities, requests for oredit from member NDFs and
disbursements have come to a complete halt. During 1984, although
disbursements of previously approved loans totaled $95,000; only two
loans requests for a total of $112,000 were received and approved.

These are included in the $951,000 disbursed in 1984,
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h. Finangial Structure
4.1, Financial Statements

4.1.1., Balance Sheet

The audited Dec. 31, 1984 balance sheet of SOLIDARIOS by fund,
and aggregate finances for 31 Dec. 1983 are shown in Table 1 of Annex
1, SOLIDARIOS Financial Statements. The financial statements are
denominated in Dominican pesos (RD$) but at a par with the US dollar.

Total assets at the end of 1984 were $6,893,000 versus $6,468,000
at the end of 1983. Liabilities amounted to $1,230,000 with a Funds
Balance of $4,700,000.

The asset side of the balance sheet is composed almost entirely
(98.6%) of cash holdings ($997,000) and net loans balances outstanding
($5,800,000).

The net loan balance outstanding account already includes a 5%
write off for non-recoverables, and $1,011,000 for loss of dollar

value of the IDB fund local currency loans. Not included is an

e

estimate for the portion of loans outstanding which could prove to be

S T e

non recoverable. SOLIDARIOS will not be able to estimate the precise

[ L

amount of the write-off until loan negotiations with the affected NDFs
are completed.

It is known, however, that as a result of already completed
negotiations, the $540,000 owed by the FMDR (Mexico) and the $174,000
involved in the FEDNORTE negotiation can effectively be written off in
dollar terms. The same can also be said with reasonabi; certainty of
the $385,000 balance of DESEC (Bolivia) and approximately $625,000 of
FUNDE and at least $1,000,000 each for FUNDACEN (Guatemala) and the
FDD (Dominican Republic). Just these foundations alone will account

for 83,725,000 in write-offs.
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Of the cash balance of $997,000, $351,000 is the deposit
guaranteeing the FEDNORTE line of oredit and $150,000 are employee
deposits.

Of total liabilities, 93% or $1,147,093 is the loan payable by
SOLIDARIOS to the Interamerican Development Bank. Payments on this
interest free loan are not scheduled to begin until 1989, and will
continue until 2000 in 22 equal payments. The loan was valued at
$2,093,000 at the time of disbursal. Repayment by SOLIDARIOS to the
IDB will be in the same local currency amounts of the principal as it
was disbursed to the NDFs. Therefore it will be continued to be
recorded as a payable with a diminishing balance of dollar value owed.

Since SOLIDARIOS assets are virtually all donor based and its
major liability, the IDB loan, is, in reality, inconsequential, its
balance sheet could survive major write offs of the current loan
portfolios. The major problems posed by these write offs, are,
however, measured in terms of credibility, which affects donations,
which in turn affects the foundations prospective cash flow for its

operating budget and future credit operations. These factors are

Ve
, & {\W"’ -

4.1.2. Income statement f,///’ ‘ gﬁb*FVdﬂ‘

SOLIDARIOS income in 1984 of $1,716,719 came from four sources:

examined in the next section.

~Disbursement of grant to(?una\loan§\> $1 053,000‘$~_-
-Interest on loans and deposits \ 496,000
~Other income (net exchange gains) / 145,000
-Membership dues 23,000

$ 1,717,000

’ Qo2 \M’ k

( I\MW
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Operating expenses for 1984 totaled $753,000, 1nolud1ng\a foreign

exchange loee onvloan of $234,000. The end result was a net surpluﬁ

e ot v, o (1040 T T 0 Y

/’SH operations of sgsu,ooo. eLu\4ebux4AHL‘LL 04L~$bsnubj o
When the foreign exchange and loan reserve figures are netted
out, direct operating expenses were $460,000, of which salary expenses
accounted for $147,000. Internally generated interest income was
$496,000, indicating a surplus situation for operating expenses funded

by internally generated funds,

e Il g -

In 1983, total (income was $7u9 ooo, inoluding only $27o,ooo 1n)

/—'\//

//;}eﬁr"diebursemente.70perating expenses for that year were $465,000
resulting in a surplus of $284,000. Interest income was $389,000, as

compared with direct operating costs of $387,000.
The form of the near term financial future for SOLIDARIOS started

to manifest itself in 1985. Total income for the first eight months

of the year was $369,000 of which $310,000 was interest ($116,000 on
IDB loans, subject to exchange adjustment, and $115,000 on AID funded
loans). Donations and grant disbursements to funjmiégﬁﬁvbtie zejgd
Total expenses for the first eight months were $350,000 including

$100,000 in exchange losses., It can be presumed that the greater part

of this was an offset against the IDB loan interest income. No
allowance had as yet been made for non-recoverable loans. If both the
—T T ——--——"‘"—“‘_"_"'\\

IDB interest income and the exchange rate losses are discounted, the
net results show $242,000 income and $247,000 expenses, indicating
that internally generated income was still almost sufficient to

support cash expenses.

4.2. Short Term Financial Outlook

Review of the income statement figures suggests the fol lowing:
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- The SOLIDARIOS operating budget is structured so that
even in the absence of donor income, SOLIDARIOS can
maintain current operations at approximately the break
even point, if dollar denominated interest payments from
creditor NDFs can be maintained at recent levels (1984
and 1985). If this source of interest income declines or
ceases, SOLIDARIOS would be forced to draw upon untied _
cash reserves or direct_donor support_of operating costs. .
“Untied cash reserves currently rébresent somewhere
477 between six months and one year of direct operating
{ costs. S e C el
Direct operating costs for 1985, excluding loan loss
reserves, and allowances for exchange losses was $395,000., Of
this total $95,000 was budgeted for seminars and meetings,
$175,000 for salary and fringe benefit costs, $55,000 for
international travel and the remainder, $65,000 for
miscellaneous direct out of pocket expenses. It is to be
expected that the budget for 1986 would be of the same order
of magnitude,unless major cuts became necessary.

- The cash account on 31 August stood at $985,000. Of this
total, $351,000 is reserved to guarantee the FEDNORTE
sucre credit line, $150,000 consists of employee
deposits. The USAID loan accout has a balance of
$275,000, and the SOLIDARIOS working account (secretaria
general), $402,000. Based upon working capital
requirements estimated at $200,000, it is estimated that
approximately $200,000 to $300,000 of the cash balance is
untied.

- Currently authorized but unassigned and undisbursed USAID
is approximately $1,060,000. B ~

- Subject to verification of exact amounts, if SOLIDARIOS
can maintain a break-even internal operation; it would
appear that somevhere between $1,000,000 and 1,300,000 of
funding would be available to be used towards the
establ ishment of a reserve pool, for funding guaranteed lines
of credit. T f} o o

[CRF N W LW

- In addition to that potential source of funds, principal
repayments in local currencies of member NDFs could also
be contributed towards revolv.ing funds for member NDFs.
4.3. Summary and Recommendations
Based upon the economic realities of oreditor NDFs national
economies and the internal structure of SOLIDARIOS finances as
outlined above, the major outlines of a financial restructuring of the
1-31 /717



SOLIDARIOS system, in the absence of additional donations would

include:

Renegotiation of creditor NDF debt to includa principal
payments in local currencies at_internal inflationary _ 4
based exchange note basis; while maintaining interest ’

payments, Insofar as possible current and in dollars;

Based upon a detailed assessment of the needs and
financial capabilities of individual foundations,
negotiations with national bankers to work out the
establishment of guaranteed local currency lines of
oredit are indicated.

Authorization for use of available but unassigned USAID
funds for use to guarantee these lines of credit.

Interest income from guarantees could be used by
SOLIDARIOS to defray operating costs, and to fund
whatever technical assistance would be required to assist
in the organizatiion of the guarantee funds.
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5. Analuinnx‘.ﬂmmm e
5.1, Administrative Procedures and Accounting
The interqpl administrative and accounting operations of

//I
SOLIDARIOS are well organized and appear to function in an efficient

manner. he office is equipped with an IBM PC computer. It is used
for accounting, and applications for other activities are being
developed.

SOLIDARIOS has prepared policy and procedure manuals for most
functions including credit operations, accounting, administration and
operations, technical services, and auditing. Yearly operating

calendars are drawn up in November of the preceding year.

5.2. Technical Assistance
Observations concerning the future of SOLIDARIOS Technical
Assistance Program have already been discussed in Section 3.1.
Technical assistance requirements which could be profitably used
by SOLIDARIOS are the following:

- A person who could advise SOLIDARIOS and NDFs on the
packaging of local currency lines of credit to be
guaranteed by SOLIDARIOS, and assist in neogitations with
banking systems as required. Such a person is likely to
be someone with a Latin American banking background and
ideally, with some prior involvement in, or at least
sympathetic to the national development foundation
movement.

= The professional disciplines of the two SOLIDARIOS
representatives, who are partially supported by the USAID
grant are accounting (Central America) and economics planning
(South America). The third representative, which SOLIDARIOS
is planning to add to its staff could at this time, be someone
with a solid, experienced financial management background who
could be used to advise the NDFs vis-a-vis the necessary
financial resturucturing which will be required if they are to
profitably take advantage of local currency guaranteed lines
of credit.
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5.3. Credit Analysis and Loan Disbursement

As SOLIDARIOS evolved into a sizeable financial intérmediary
operation managing a near $8,000,000 portfolio, the demands upon its
staff in the field of credit analysis expanded rapidly.

The nature of this evaluation was not such as to permit a
detailed analysis of credit handling procedures. Yet there are
divergent trends which are immediately noticeable upon analysis of the
current portfolio., These trends concern evaluation of member
foundation's ability to develop and manage credit programs for their
beneficiaries, an essentially microeconomic cunsideration; and the
decisions as to timing of disbursements, which involved an
appreciation of macroeconomic considerations affecting NDF ability to
repay loans.

The microeconomic decisions as to which NDFs were granted credit
and how much, and which ones were refused credit were in general well
taken. The four evaluated foundations who received 53% of SOLIDARIOS
credit are certainly capable of managing the credit and the field
programs in which it is used, and achieving satisfactory payback
rates, barring unforeseen circumstances. Two additional foundations,
FUNDES (Nicaragua) and FMDR (Mexico) between them received an
additional 31% of the total credit disbursed. Thouxh not visited in
this evalauation, they are, along with the FDD, the largest foundations
and have always been regarded as competently managed by all observers.

The macroeconomic decisions concerning when and why dollar
denominated credit was disbursed were, from the optic of 1985, less well
taken. Reference to Table 4 indicates that $1,170,000 of CEE funds
and $1,486,000 of USAID funds or 52% of total disbursements from these

two dollar denominated funds were disbursed during the 1982-1984
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( period. DESEC (Bolivia) received $386,000; FDD (Dominican Republig)

v
’

received $602,500 and FUNDE (Nicaragua) received $118,000. It was

e

P

readily apparent that official exchange rates in the three countries

were already widely divergent from free market rates and that severe

devaluations would take place. B ——

& ——
- i,
.

If SOLIDARIOS was being used to channel money under the guise of

loans that original donors were tacitly considering grants, the

evaluator has not been so informed. "///,/

F - - — . .o—.———‘—-/..—’—-—
D S C e e
If, on the other hand, the intent truly was that this money would

f and could eventually be repaid in dollars by the recipient
foundations, one must question the timing of the disbursement

decisions.
(
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ANNEX 1
SOLIDARIOS Financial Reporta
1983-1984
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ARHEX 2

SOLIDARIOS Seminars and Publications

1-40

[‘0‘(



10.
1.

12.

21.
22,
23.
24,

LIST OF SEMINARS. COURSES AND EXCHi(NGE VISITS DURING 1978~84

"Cooperation, Extension and Development,” 1974, Santo Domingo,
The Dominican Republic

"The Promotion of Self-Sufficient Organizations by Development
Agencies," 1975, Bonn, Aachen, Brussels, The Hague, West Berlin,
Vienne

The Promotion of Alternate Forms of Production in the Rural
Areas," 1976, La Catalina, San Jose, Costa Rica

"The Relationships among Production, Marketing and Financing for
Campesion Organizations," 1977, Tegucigalpa, Honduras and
Managua, Nicaragua

"Self-Sufficient Organization and Service Centers," 1978,
Asuncion, Paraguay and La Paz, Bolivia

"Exchange Visit - Collector's Program," 1978, Santo Domingo, The
Dominican Republic

"Exchange Visit - Fund Raising Program," 1978, Mexico City,
Mexico

"Fund Accounting Course for Non-Profit Agencies," 1978, Quito,
Ecuador

"Self-Sufficient Organizations as a Base for Rural Development -
Concepts and Possibilities for Promotion in Latin America," 1979,
Mednllin, Colombia

"Credit for Marginal Groups," 1979, Quito and Punta Carnero,
Ecuador

"Exchange Visit - Marketing Agricultural Products," 1979,
Guatemala City, Guatemala

"Accounting Systems Course for Non-Profit Agencies," 1979,
Guatemala City, Guatemala

"Development Fund Seminar," 1979, Cali, Colombia

"First Workshop on Planning, Programming and Evaluatioa," 1979,
San Jose, Costa Rica

"Second Workshop on Planning, Programming and Evaluation," 1979,
Cali, Colombia

"Third Workshop on Planning, Programming and Evaluation," 1979,
Antigua, Guatemala

"Auditing and Internal Controls Course for Non-Profit Agencies,"
1979, San Jose, Costa Rieca

"Exchange Visit - Education and Training," 1979, Mexico City,
Mexico

"Fourth Workship on Planning, Programming and Evaluation," 1980,
Cali, Colombia

"Planning, Financing and Implementation of Low-Cost Housing
Program in Marginal Neighborhoods in Latin America," 1980, West
Berlin

"Exchange Visit - The Social Balance," 1980, Coral Gables,
Florida

"Exchange Visit - Administration of Loans," 1980, Panama City,
Panama

"Alternatives to Credit for Marginal Groups," 1981, West Berlin
and Bonn

"Evaluation of the Social Effects of Income Generating Projects,"

1982, Lima, Peru
”
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a25.

26.
27.

28.
29.
30.

31.

"Financing Small Development Projects," 1982, Buenos Aires and
Corrientes, Argentina

"Fund Raising Seminar," 1982, Washington, D.C.

"Alternatives to Credit for Marginal Groups," 1983, Panama City,
Panama

"Financing of Housing in Low-Income Areas in Latin America,"
1983, West Berlin and Vienne

"Promotion, Education and Technology Transfer in the Financing of
Small Development Projects," 1983, Cocoyec, Mexico

"The Third Sector: One Method of Development in Latin America
and the Caribbean,"” 1984, Port-au-Prince, Haiti, and Santo
Domingo, The Dominican Republic

"First Latin American and Caribbean Meeting of Non-Profit
Consortia,™ 1984, Santo Domingo, The Dominican Republic
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PUBLICACIONES DE SOLIDARIOS
Solidarios’ Publications

El Curso Corto de Entrenaniento Fara el Desarrollo
Por: David Hacarov, Ph. D, y Gershon Fradkin, B, Se, 1974

La Enpresa Lyidal
Por: Hamdn ernandez Ferninges 1978

Una Politica para el Cesarrcllo (AGOTADO)
Por: Rodolfc Hartinez Ferrate 1975

nstituciones ilo Lucrativas:
Administracién, Contabilidad kor Fondos y Control Interno
Per: Nariano A. llella 1981

Planificacién, Progravueion y Evaluacién:
Guia para Instituciones [ic Lucrativas 1431

Catalogo de Institucicnes ue Desarrollo sip Fines de Luero
de Arérica Lating ¥ El Caribe 1434

Fundacidn liéxicang k&ra ¢l lesarrully Rurals
Una Experiencia en el Carmpo !exicano
Por: Arturc Espinosa 1902

I Reunién ce Censorelos sin Fines de Lucro
en fuérica Latina ¥ El Caribe 1985

Revieste Trimestral SCLIDARICS
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1. Baockground

The Costa Rican Development Foundation (FUCODES) was founded in 1973 by
a group of seventeen professionals and businessmen, who adopted as the
foundation's fundamental objective promoting the development of the informa
sector of the economy through the financial, technical and management
support of the nation's private sector.

During the first four years of its existence FUCODES was little more
than idea with an incipient organization; no field activities, and support
only in the form of donations from the Lions and Rotary Clubs and the Pan
American Development Foundation (PADF). In 1977, FUCODES was declared an
institution of public utility by Executive Decree G-6044, enrolled its firs
affiliated company/donors, and with their contributions, developed its firs
operating budget.

During the period 1977-79, FUCODES evolved an institutional and
operating structure consisting of a general assembly, board of directors, al
executive director and four operating departments; administration, funde
raising, promotion and business developuent, and credit and training. The
foundation received its first financial support from PACT, IAF and USAID, a
well as technical assistance from Solidarios, and established its first
significant promotion and credit operations. By 1979, FUCODES had a
membership of sixty two participating enterprises; and had established
thirty credit operations with a loan portfolio of $125,000, principally in
the agricultural, small industry, artisan and fishing sectors. Subsequentl
FUTODES received a $500,000 donation from USAID; loans from the PADF and
SOLIDARIOS for $10,000 and $30,000 reSpeétively; and increased levels of
contributions from local donors. The credit portfolic increased to $250,00(
for sixty beneficiary groups. Total assets of the foundation increased fro:

$41,000 in 1977 to $248,000 in 1982.
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Beginning in 1980, however, an increasingly serious institutional
orlsis, occasioned by organizational deficiencies, adversely affected FUCODES
operations. The situation was further aggravated by the severe devaluation
(from C/. 8.60/8$1US to C/.42/$1US) and hyperinflation which struck Costa
Rica in 1981/82, resulting in a severe decapitalization of the foundation
and inability to pay dollar denominated debt.

In 1981, 80% of the beneficiary groups were in arrears on loan
repayments, amounting to $85,000, most of which eventually proved to be
uncollectable. Disbursements of the USAID donation and the PACT/SOLIDARIOS
loan were suspended By 1982, the staff had been reduced from twenty eight
to five employees, thirty companies withdrew financial support and credit
activities were also suspended.

Reorganization of FUCODES began with the appointment of the current
executive director, Ing. Julio Gonzalez, in July 1982. Improved working
relationships with donors and lenders such a§ SOLIDARIOS, USAID, IDB, PACT
and IAF, were reestablished and coherent policy and operating procedures
began to be developed. During 1983, a series of financial and technical
support agreements were signed with domestic and international organizationa
and credit operations were reestabl ished. As of September 1985, FUCODES had
a loan portfolio of $290,000 with 68 bgneficiaries, ahd an active program of
managerial assistance for beneficiaries. Total assets were $497,000 and net
equity $302,000, and loans in arrears were only 3% of portfolio value.

In a period of six years, therefore, FUCODES has gone the complete cycle
from an active and effective foundation in 1979 to the almost total
disintegration of 1982, and back once again to an effective development

foundation.
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2. 0Organizational Structure

The current organizational structure of FUCODES is shown in Fig. 1;
FUCODES Organizational Structure, 1985:

The General Assembly membership is composed of representatives from the
contributing company/associates of FUCODES, and the foundation officers.

The Board of Directors is composed of twelve elected members who serve
on a completely voluntary basis. The board is responsible for the
development of FUCODES policy, subject to approval by the general assembly.
The board meets on an average of once every two weeks. Four committees,
composed of board members and senior administrative personnel are the
Executive Committee, Credit Committee, Public Relations and Fund Raising
committee and the Oversight Committee. The most active of these is the
Credit Committee, which reviews all loan requests. The current president of
FUCODES is Sr. Silvestre Alonso Matanzo.

The senior salaried employee of FUCODES is the Executive Director.
He 1s assisted by a staff of 10 full time employees of whom four are
field personnel, four administrative and accounting and two support

personnel.
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Figure 1

ORGANIZATIONAL STRUCTURE

GENERAL ASSEMBLY

BOARD OF DIRECTORS

OVERSIGHT CREDIT PUBLIC RELATIONS &
COMMITTEE TREASURER COMMITTEE FUND RAISING
COMMITTEE
LEGAL | «==e==eweed EXECUTIVE DIRECTOR TECHNICAL
ADVISOR COMMITTEE
ADMINISTRATIVE FINANCE DEVELOPMENT
DEPARTMENT DEPARTMENT DEPARTMEI™C
PUBLIC RELATIONS
& FUND RAISING
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The current staffing level is considerably less than the maxirum prior
to reorganization due to the elimination of regional offices and group
promoters. All operations are currently conducted out of one central office
in San Jose, and in accordance with current policy the foundation only worka
with groups or individual businesses which have been previously organized.
This latter requirement, a somewhat different policy than that of the other
evaluated foundations, eliminates the need.for field promoters and reduces

operating costs.
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S

The basic objective of FUCODES is similar > that of other member

3. s
3.1. Objectives and Policies

\

Q-

foundations of SOLIDARIOS, i.e., to utilize the’economic, technical and
financial resources of the more affluent levels of the Costa Rican private
sector, supplemented withéégﬁ%gﬁééfgza¥:§;'domestic and international
sources in order to assist the economic development of the small farmers and
entrepreneurs of Costa Rica who are engaged in directly productive economic
activity.
The "directly productive" clause is a key stipulation for FUCODES.

Among the types of productive activitjes which FUCODES will assist are:

- Agricultural and livestock operations

= Small industry and artisan activities

= Agroindustry

- Services considered of importance to the nation

- Any other productive activity whose principal objective is to
raise the standard of living of low income beneficiaries

The types of activity which are specifiically excluded from
consideration, for assistance by FUCODES, consistent with the productive
activities stipulation, are:

- Land purchase
= Building construction

Purchase of vehicles

- Donations by borrowers
~ Purchase of securities
~ Activities related to commerce, recreation and transport
Since FUCODES does not actively engage in organization or promotion of

groups, assistance for potential beneficiares, either groups or small

"7



business, will only be considered if they have been organized or in busines

—

- 1o K v

for two years or more before applying to FUCODES.
O R — o sy ol

3.2. Programs and Aotivities
The three basic program areas where FUCODES is now active are:
-~ Credit
= Training and Technical Assistances
- Small Enteprise Development

Management of its revolving credit program is the principal activity o

e ——— e a o <+ + — 5 st ot

FUCODES. The training and technical assistance and the enterprise
development program are both tied directly to the credit program in that
they are supporting activities designed to ensure the success of
beneficiairies' projects.

The composition of FUCODES loan portfolio is somewhat different than
that of the other evaluated foundations. This reflects perhaps more the
difference between the economic structure of the Meseta Central of Costa
Rica, where a high percentage of the beneficiaries are located, and that of
the often remote rural areas of the Dominican Republic, Ecuador and
Guatemala where the other foundations are active, rather than any departure
from the basic SOLIDARIOS concept of working with beneficiaries in the
informal sector of each nation's society.

Relative to the other foundations, average loans tend to be larger; the
number of direct beneficiaries smaller and a higher percentage of the
portfolio is oriented towards small manufacturing enterprises.

As of the end of 1984 only 12% of thg FUCODES loan portfolio was held b;
agricultural groups, whereas 75% of the portfoliio was held by manufacturing

operations of one type or another. By contrast, virtually 100% of the
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FUNDACEN (Guatemala) and 90% of the Dominican Development Foundations

portfolios are dedicated to agricultural sector loans"’

A more detailed picture of 'FUCODES credit activities is presented in : -d;
~Sectilon 5.4 of this report. : R T_ i
FUCODES cooperates closely with the many government and educational I
sector: institutions in Costa Rica which are active in the training and
technical assistance: fields. Among these are Instituto Nacional de
Aprendizaje (INA), Instituto Tecnologico de Costa Rica (ITCR), Colegio
Universitario de Puntarenas (CUP), and CINDE (Technical Assistance Fund),
Programs are designed to complement credit activities, as is evident from
the following list of seminars and courses which were given under FUCODES
auspices in 1984 and the First half ot‘ 1985. B |
Activities " MNunber of Participants
1. Courses o

Integration of the Costa Rican farmer - | 38 v

into the national economy ' A
Basic administration for the small ‘?f14g;l?gh‘:fzr : ;//”ff,”" 3

enterprise ;¢4 “w 4 B T £12ﬁf

Basic accounting for the small
enterprise .

Basic principles of administrative
techniques

2. Four month training program for the
Grupo de Agricultores de San Cayetano
in fertilizer and herbicide usage,
planting techniques and production . SR
recording 200 /0

3. Seventeen meetings with small business
and groups to explain the objsctives
of FUCODES programs in financial and
technical assistance.

A


http:semin.2g

‘4. Enancial_Struoture
4.1. Sources of Funding

Apart from the cash flow generated internally from oredit

operations and intereet inoome, FUCODES is ourrently funded rrom the

¢foilowing’souroes:

- Loans from various SOLIDARIOS funds

Counterpart contributions of USAID economie support funds, -

~ channeled as colon denominafed‘disbursemente“f rom the Coeta;

'Rican Coalition for Development Initiatives (CINDES)

Annual membership quotas of associated member oompanies,
contributed as either cash or services.
Domestic donations of cash and services from othen eonroes.

Foreign donations.

4.1.1. SOLIDARIOS

SOLIDARIOS support to the foundation since its inception is as

follows in Table 1.

2-12



Table 1 SG..IDARIOS DISURSE!M’IS 10 FU(XDES

(u.s. Dollars) S

APPROVED

' ‘stmsm mmou' ,

| ’DI&HEINENT

FUND
| _ DISESDANT . PEDIN CONDITIONS
S1L/AD NG00 #0000 158 85000 ) 5%/$UPayable in equal instal lments
| | o _ between 1987 and 1999
SO/FFEYEID ~ 60,00 59,26  1980,8,83  T741  Sk/dencmimted in coloros/payable
7 ' in 24 payments between '84 ard '86
SO/CEE/BID 147,000 47,600 1984 99,001  SB/4US2H equal payments between
e | 1967 and 1999
SOL/PACT 30,000 30,000 19T - - #/yr./in $0S/payable in 10
bi-anmal payments between 1983 and
1987, balance outstanding $6,932
TOTALS 286,826 CL 85,000

! Funtirg authorization expired in November 1984 °

A11 of the above are loans and all except the SOL/FFPS/BID are

denominated in US dollars.

The SOL/FFPS/BID loan is denominated in colones. e

Given the current uncertainty concerning repayment of dollar denominated

loans, the $85,000 disbursement of the SOL/AID loan has been held up 'by

USAID.

1984,

Authorization for use of the IDB and CEE funds expired in Novembetj '

Per standard conditions; all SOLIDARIOS_f‘inanc;I.ng is used diredtly f_.'on

project lending and none for administrativg s”uppo'lnt‘{pnr'po;ses:;

, 2..”1‘3‘:
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4.1.2. CINDES Eoonomio Support Funds. | e L

CINDES is a Joint creation ot the Costa Rioan and American
Governments to administer the oolon denominated oounterpart oontribution‘of
XEUSAID Economic support funds, The total line of credit available to CINDES
“during the 1983-86 period was US$ 7 Million. Of this amount, 10:.>émillion
?foolones ($195,000 at the November 1985 exchange rate) was donated“to FUCODE
to be used for oredit, technical assistanoe and training of benetioiaries 1

‘the small enterprise sector, Disbursements were to be over the 1983-1985

period.-~ The breakdown of the donation by use was as follows:

0/ 7.& million : establishment of revolving loan fund
2. u million : training and technical assistance for benericiaries

.u million : 'pajment to consultants for institutional
. strengthening '

An additional 0/ 5 million donation was also disbursed in 1985, and
disbursement ot aC/5 million loan is pending as of preparation of this

report (Deoember 1985).

4.1.3. Domestio Donations »

FUCODES membership inoreased trom 1&8 assooiated oompanies in 1983
to 200 by the end of 198& and had olimbed to over 250 by November 1985. Fo.
p19§u, 162 companies oontributed C/ 9&9,000 (approximately $20,000) in cash,
«?whereas. services donated by 38 members (e.g. radio and television
advertising) were evaluated at C/2,168,000 (approximately $43,000). The
total for 1985 is projected at C/ 2.5 million. Miscellaneous donations froi

other Costa Rican sources are also received from time to time.

TH.1.R. . Foreign Donations

For the past several years, FUCODES has reoeived an annual dollar
donominated donation trom PACT to help derray stafr salary and other

\
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administrative expenses related to revolving fund operation. The amount for
1984 was $16,500.

For 1986, FUCODES is negotiating a $50,000 ioan from the
Interamerican Foundation for a rural enterprise revolving fund, a $26,000
donation from PACT for Operating'expenses and a $20,000-donation from the
Interamerican Chamber of Commerce of Washington for a membership enrollment
campaign.

4,2, Financial Statements
4,2.1. Balance Sheet
A comparative balance sheet for FUCODES on 31 December of
the years 1978, 1983 and 1984 expressed in US dollars is given in Table 1 of
Annex 1, Financial Statements.

Total assets expressed in dollars were essentially constant
in both 1978 and 1983, but increased from $178,000 at the end of 1983 to
$348,000 in 1984, Equity increased from $134,000 to $249,000. The
corresponding figures for September 30, 1985 are $497,000 total assets and
$302,000 equity. The rapid increase in equity was due to the stapdard
policy of all SOLIDIARIOS member foundations to reinvést all operating
surpluses in foundation credit activities.

The September 30, 1985 balance sheet, by fund and expressed in colons is
shown in Table 2 Qf Annex 1. Inspection of this balance sheet will show
that the four Solidarios funds account for 35% 6koUCODES total assets and
the two CINDES funds, an additional 41% of total assets. The USAID
component of total assets, which would consist of the SOLIDARIOS/AID fund
and the two CINDES funds amounts to 21% plus 41% or 62% of total FUCODES

assets,

X
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The cash position of FUCODES as of 30 September was quite strong:
amounting to C/ 138,000 in current accounts, and term deposits evaluated at
C/ 9.05 million of which 95% or $172,447 was denominated in U.S. dollars.

The statements demonstrate clearly that FUCODES is very well ocapitalize
at the moment?/égggzgﬁalmost covering both loans receivable and loans

payable.

4,2.2. Income Statement

The comparative income statements for 1983 and 1984 are given in
Table 3 of Annex 1. Net income increased from an essentially break even
position in 1983 to $140,000 in 1984, This latter figure resulted
principally from receipt of the SOL/AID and SOL/CEE loans, amounting
between them to $147,600. Furthar inspection of Table 3 will show that
operating costs for 198” were $167,000 whereas interest income was $31,000,
an indication that the foundation is still far from being able to cover
operating costs with internally generated funds.

The 1985 operating budget projected income of C/16.8 million ($320,000)
and operating expenditures of C/10.1 million ($193,000). The real ized
figures for the first nine months of 1985 were income C/ 11.8 million
($226,000) and expenditure C/ 7.9 million ($150,000), or an operating
supplus of C/ 3.9 million ($74,000). This operatiwg@was effectivel

all put back into lending opertions; loan disbursements for the first nine

months of 1985 amount to C/5.2 million ($99,000).
It should be noted also that international donations for the first nine

months totaled only C/3.4 million versus a budgeted C/6.9 million.

4,3, Ratio Analysis:
Analysis of FUCODES 31 December 1984 balance sheet indicated the

following critical ratios:
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Current ratio Girrent assets __ = mn.:m_.mn 197

. Current liabilities 523.000
Liquidity Ratio mmmmmmﬂ = /9,202,000 = 17.6
Current liabilities ‘ C/ 523,000
Debt Ratio = Total Debt = O/ 4,205,000 = 0.25
R Total Assets . 16,557,000

The corresponding ratios for 30 September 1985 were 29.5, 276.and036-

All reflect a very ratisfactory balance sheet.

4.4, Debt Structure

The 31 December 1984 balance sheet listed short term debt payable

at C/255,000 and long tern debt payable at C/3.95 million. The long term

dollar denominated debt payable was subsequently restated to account for ’ ; Ly

devaluation of the oolon. As of 30 September 1985, FUCODES outstanding

debt, all payable to SOLIDARIOS is shown in Table 2.

Table 2: mtstamtlm Dollar Debt of FUC(I)- (WS)

l'U!D o w0 cos (ooo'a)
sapacr 6;9'32': 5 : -2k
SOL/BID v - "1.583‘\
SCL/CEE : 16,200 o | 2,423
SOL/AID 100,000 - 5,285

TOTALS $ 153,132 AL

Of the above, all except the PACT loan is considered long term debt,
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‘4.5, Summary

The financial position of FUCODES can be"summarized as being well

capitalized, highly liquid, well managed, and with a debt situation which is

e ——— ettt S

T ——

well within the foundations ability to manage adequately. The one negative

e 2o et a4 00 S s s b

o e ORI

—_——
aspect of the picture 1s that FUCODES is still very “dependent upon outsidsz

v___*/___
souices of funding to cover its operating expenses, even though staffing

N— I

—

levels are being kept to an absolute minimum consistent with expansion of
e S s —————

P
the loan portfolio. It is expected that given the foundations sucessful

P B L P

track record for the last two years, the combination of an expanding loan
portfolio and timely contributiond‘will permit the maintenance of a viable

financial condition.

Q?%zéA4¢ Rxa & QAruvﬁx>~4¥u~—~19 Nran ‘Dks,/
Saliwn IS, H A e fodl enpelifed

ZJF C:,Qg,&-eu.- AR AT — ﬁﬁﬁ/ o (}««A.J@&cc“ ___f

o()»a«w NN Qb—»“‘PwJ “ /«/‘L"‘J—“"‘*—ﬁ T add (ﬁ%ﬂ
of

€$u,{ qQ/:QLwcmgﬁquvu . 2?? y = gzlszw

&%,@ % YA o &JHD,& Ogees eay ‘“%'/

é&%&%ka Tb C4MA//O@Md&mﬁ < (uoeton

?L@_MV (LJ u«u\.w’k ((.‘,C__" er /\&o, o Mﬁ phﬂ@d
o GfM, Vo o3 bj— - M eMlmns S
(,,u) 5QLL¢IZ/ o} 6)%477:'3 [, EvarQ/g v

e m



5. Analysis of Operations
5.1, Internal Procedures

The internal administrative operationa ot FUCODES appear to be
very well organized. Hritten polioy manuals exist for a11 major branohes or
activity, including internal office prooedurea, credit operations,
accounting and evaluation. The system of aocounting by funds is used, and
an external audit is oarried out annually. Accounting is currently done
manually, but an IBM PC has been installed and its use will gradually be
incorporated into office operations.

The executive director is of the obinion that the existing loan
portfolio could probably be doubled in terms of both valué and number of -
beneficiaries while maintaining the existing staffing level.

This would appear to the evaluator, however, to.be a somewhat optimistie:
assessment, at least in terms of being able to maintain the requiaité"level'

of personal field contact with beneficiaries./////

PSS

The foundation currently has only one vehicle, a four wheel drive

Suzuki jeep, at its disposal. It could definitely use at least one other

vehicle. kA,QLAM:Q

‘“(‘)G\/

5.2. Human Resources

The quality of human resources, both on atarr, and from:whioh the
foundation can draw, appears totﬁzite adequate for tﬁe fouhdationa' |
purposes. Published job descriptions and job requirementa exiat for each
staff position and are adhered to. The executive director is an
agricultural engineer by profession, as is the development department head
and one of the promoters, The accounting department functions competently.
Review of some credit applications indicates that evaluation of both

agricultural and small manufacturing loan applications is quite detailed and
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general 1y adequate, if the technical parameters_naye5pggnfaeeurately
erepresented,_ |

The executive director stated that due to the diversity of small
industrial and manufacturing operations whioh request financing, access to
the wide variety of specific technical expertise necessary to properly
evaluate suoh proposals is sometimes laoking. This obviously 1is a
tdiffioult situation to resolve 1n a oompletely satisfaotory manner, but the
existenoe in Costa Rica of institutions such as INA, ICTR, and the traditio
of publio/private sector cooperation do a least offer potentialiy workable

alternatives,

5.3. Promotion and Technical Assistance
The promotion activities of FUCODES are somewhat different than
those of the other evaluated foundations. FUCODES works only with already

—_— Y
constituted campesino groups or already organized private businesses, a
T

policy which is due iggggég to the relatively high level of social
organization of virtually all aspects of society in the Meseta Central of
Costa Rica. The element of social promotion; a very crucial aspect of the
activity of foundations such as the Fundacion Dominicana and FUNDACEN
(Guatemala) is virtually non-existent in FUCODES scheme of operations.
Initial contact with FUCODES is quite often via self initiative on the par
of potential beneficiaries, a result of a radio and television advertising
campaign contributed by affiliated members of FUCODES.

Promotion, as the term is used by FUCODES, consists of assistance by
FUCODES staff in credit request preparation and coordination of appropriate
technical assistance which may be required to transform a credit request

into a credit worthy project.

4=-20
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Direct” technical assistance by FUCODES is limited to the sector in which

it is teohnioally oompetent—-agrioulture and livestock operations.
, PR
Speoialized5teohnioa1 assistance for small enterprises is obtained from

whatever sources may be available as previously noted, whereas FUCODES can
normally organize its own small business seminar themes with the assistance

T —————

of contributing member companies.

5.4. Credit Operations

In Section 3, it was indicated that FUCODES loan portfolio is
quite distinet from that of the other foundations, with only 12% of the
portfolio devoted to agricul tural groups; while 75% is business and
agroindustry, and financing of commercial activity is specifically excluded
by foundation policy. This section will describe in further detail the

profile of FUCODES credit operations.

5.4.1. Lending policies

The "Reglamento de Credito,” prepared in 1985, contains the general
definitions; policies and regulations for FUCODES credit operations. The
key points are outlined as follows:
Chapter 1: Beneficiaries of Credit Services

- Beneficiaries are small businesses, either individuals or groups
engaged in the agricultural, industrial, artisan or selected service
sectors.

- Small businesses as defined as those having about 10 employees,
maximum annual sales of less than C/3.5 million (approx. $70,000/yr), and
equity no greater than C/500,000 (approx. $10,000).

- Potential beneficiaries in order to be considered eligible for credit

must demonstrate tﬁat: x(/

[
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they possess at least two years experience in the activities

~to be financed.

that they already posSessga~plant‘§ité or land (if

agricultural)

"if a small business, must be in an area with requisite minimal

infrastructure necessary to support the aativitv.
the project is economically and financiallyfviable
market exists for the product

due to their economic condition, they would have no
access to institutional oredit, public or private.

groups, with a minimum of five members may borrow up to C/1.
million

micro-enterprises may borrow up to C/300,000

minimum amount is 25%2:222”,,—

Chapter II: Use of Credit:

- FUCODES credit may be used by beneficiaries for the followin
purposes:

O

Working capital: for up to three months of operations fo
inventory formation, and for wages or other operating expe
for a normal production cycle.

Fixed assets: for machinery purchase, facilities expansion an
others of similar nature except vehicles. Max. of 25% o
total credit for building expansion.

Repayment of previous debt: up to 40% of total credit, to b
backed by a mortgage or collateral guarantee.

Chapter III & IV: Credit terms:

- Credit conditions will in general be set by the credit committee,

in

line with current economic conditions.

The loan terms for i*ecent credits (1985) have been as follows:

Term:

Grace period:

Working capital: up to 36 months
Fixed assets: up to 60 months
Crop loans: up to 36 months

up to 6 monthé, generally 3 months

Interest rates: 15§ to 18% per annum: generally 15% for agrioulture

and 18% for industry.

P
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Chapter V: Guarantees:
'FUCODES can demand any of \the following guarantees:

Solidarity (for groups only)

Mortgage
Any other at discretion of oredit oommittee

The credit regulations of

somewhat more demanding than those of the other evaluated foundations.

]

would sppear to result from the somewhat more ggzgzggf_gﬁ&!!ﬂ_ﬂt.the

Collateral of 80% of|commercial value of production *

CODES, though flexible, are in general,

NG

4

boe L\f‘ «MN}‘W

This

o200

economic activity of the beneficiaries, and a reaction against the chaos of

FUCODES credit operations during the 1980-82 period,

5.4.,2., Composition of Loan Portfolio

Since the resumption of credit aotivitiea 1n 1983, FUCODES loan

portfolio has been increasing rapidly. The following figures (Table 3 &

4), abstracted from FUCODES 1984 annual report, give an 1ndioation of~the‘

portfolio size and composition.

31 Dec, 1983 31 Dec, 1984

Table 3:

Comparative Loan Portfolio 1983-1984
Loans outstanding 34
Active loans 32
Legal actions for loans in arrears 2
New loans approved 8
Loans paid in full 6
Value of approvals during the year ($US) $ 54,000
Value of loans approved active portfolio ($US)  $171,000 .
Balance of active portfolio $123,000
Balance in arrears ($) 4,400
Balance in arrears (%) 3.4%

Of the loans outstanding on 31 Devember 1984, the composition by sector was

N

as follows:

2-23
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Table 4:

SECTORAL COMPOSITION OF FUCODES

LOAN PORTFOLIO - 31 DECEMBER 1984
SECTOR No. of % Loan Value § by Value Approved
Loans .
Small Industry 28 53% $104,000 38% .
Artisan 7 13% 78,000 29%
Agriculture/livestock 15 % 32,000 124
Fishing 5 9% 21,000 8¢
Services 5 % 19,000 7%
Agroindustry 3 7% 17,000 6%
TOTALS 53 100% $273,000 100%

1) Loan value in $US at exchange rate of C/ 52.45/$USt.

An indication of the geographical concentration of FUCODES activities

the Meseta Central 1 can be appreciated by the distribution of loans by

province.

Provinces of Number of Other Provinces Number of
Meseta Central Loans : , Loans
San Jose 27 Limon 3
Alajuela 6 Guanacaste 3
Cartago 4y Punta Arenas 7

Heredia 3
ko 13

Seventy five percent of active loans are therefore located no more than

a two hour drive from FUCODES central office.

5.4,3. Loan Portfolio by Source of Credit
| ‘As of 30 September 1985, the FUCODES portfolio had expanded to

69 loans with a principal value of C/15.2 million ($290,000).
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*kTabiéfS;

FUCODES'LOAN PORTFOLIO BY SOURCE OF CREDIT:

- September 30, 1985

. Total Loan Value '

FUND #0F T/ (000" § SOF AN OF
LOANS TOTAL _ AVERAGE INDIVIDUAL

GENERIL LOAN FUND u ¢/ u57$8,719 3% 2,0
SCLIDARIOS/AID 0 1m0 27,258 @ 2w

SQLIDARIOS/BID 1 281 boiTs s 49,175
SOLIDARIOS/CEE N 1,588 30,270 S0 7568
CINDE/FUCODES B ,5",_2’9& 120,000 428 h 3,u30

CINDE/FUCODES IX ‘f,ié,wkrf 2,885 55,002 198 J,.A'é,sjo 

 ‘,69‘ C/ 15,233  $290,43%  100%

The figubegfindicate that USAID Economic Support.Fund counterpart
contributions (CINDE/FUCODES) finance 61% of the loan portfolio, while

another 9% is financed from the SOLIDARIOS/AID fund. USAID money, direct}z_A

or indirectly, therefore finances 704 of the loan portfolio. Other SOLIDARIOS

—

funds account for 27% of the portfolio. Only 3% of the portfolio is financed

from non AID or non-SOLIDARIOS sources.

All of the CINDES and SOLIDARIOS/AID funded loans are to ind;vidualy
beneficiaries in the microenterprise sector. The beneficiaries of the
SOLIDARIOS/BID loan with a value of $49,175 are members of a fishermen group on

the Pacific Coast. .

K
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The sixty AID financed loans range in terms of individual value from C
9,636 ($183) to ¢/ 436,740 ($8,330).

With 97% of the FUCODES portfolio being financed by USAID and/or
SOLIDARIOS money, the impiication 1s obvious - interruption of either sourec
 of@funding woﬁfd serioualy impair, if not eripple the foundations ability t

expand its portfolio.

5.4.4. Analysis of Loans in Arrears
As of 30 September 1985, the loans in arrears status for the 68

active loans was as shown in'Table 6.

Table: 6

Analysis of Loans in Arrears: 30 September 1985
(000's of colons)

Approved Loans c/. 17,719

Disbursed 17,065

Balance Outstanding 14,394 % of outstanding balance

Loans in Arrears (0-90 dayg) 404 ; 2.8%

Loans in Arrears (over 90 days) 100 0.7% @%{
— —

Interest Payments in Arrears 308 2.1%

In spite of the low arrears rate for the current portfolio, the foundations
balance sheet still shows the after effects of the financial erisis of the
1980-82 period, as indicated by the following figures from the 30 September

1985 balance sheet.
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Allowance for non collectable loans ' (C/. 1,011,528) (6.6% of
eurrent loans

‘outstanding)
Allowance for. loans payable in o
legal proceedings 1 C/. 832,428  (still carried
as an asset)

The colleetions in legal proceedings eonsiets of Q/ 707,000 in three.
loans (one of 0/. 659 000) to three Paeific Coast rishing groupe and a loan
with a balance of C/. 125,000 to a clothing manufacturer. Even if written’

off completelyy these would amount to only 3.2% of total assets.
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The?bbjeétivefdf thié'phase of each NDF's evaluation was to make
some inference as to the economic and social impact of the foundation's
activities upon the beneficiaries. The approach used was:
~ a series of visits/interviews by the evaluator with beneficiaries a
their project sites. As may be appreciated, the judgements reached
in this type of exercise can only be of an impressionistic nature.
Nevertheless, the close contact in the beneficiaries' environment
does provide a good qualitative feel for the nature of problems
faced and a measure of the effectiveness and relevance of the
foundation's activities.
- review of other evaluations where available, particularly if there
are any quantitative indicators of impact.
6.1. Field Visit Report
One Wednesday, November 18, 1985, the evaluator accompanied by
the development department head and a credit official of FUCODES, visited
eight beneficiaries, approximately 12§ of currently active loans (69). The
combined loan value of those visited C/.‘L9‘million, is also
approximately 12% of the portfolio.
Five of the beneficiaires were individual small enterprise
operations and three were groups. Two of the groups were located near
Cartago, on the slopes of Volcan Irazu, approximately 40 kms. from San Jose
The other six were in the immediate metropolitan area. The diversity of
activities which FUCODES is financing can be appreciated when it is consides
that of the eight beneficiaries, two were engaged in clothing manufacture,

two in furniture making, one in production of wooden kitchen utensils, one

in stuffed teddy bear production; one group of vegetable producers and one

was an individual producer Qf/;;;::;lzzj\)
T~ ____—_____//

Individual profiles of the eight beneficiaries visited, and the

evaluator's observations of each are detailed in Annex 2;,Field Trip Report

1%
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The impact of FUCODES poliey of lending only for direotly

productive activities, and the abilitv to "’dibebtly generate employment in

cottage industry with small injections of capital is quite apparent in this

cross section of beneficiaries.

It is also readily apparent that the small

business oriented social infrastructure and technical assistance, and the

tradition of productive small enterprise which make possible the relative

Success of FUCODES microenterprise program, may be more difficult to

/

——

foundations function.

A brief estimate of the employment impact of the FUCODES

replicate in the environments in which other national develapmenL Z&w .

T

) LA M™MARZ.
e

financing for the visited beneficiaries is summarized in Table 7. (Cer -0 1S

d=d !
TABLE 7 —_
Estimated Brployment Impact; Right Beneficiaries
Beneficiary Activity Loan Value Foployment
(C/.000's) ($Us) Impact Related
to Financing

1. San Cayetano Group
2. Cipreses Asso.

3. M.M. Fernardez

Y, Rivera Textiles
5. J.B. Camacho

6. Bamboo Group

7. Miebleria Infantil
8. S.C. Flores

Garden Vegetable Prod.
Clothing Manufacturer

Teddy Bear Marufacturer

Wamen's Clothing Mnfg.
Chamamile Drying
Bamboo Furn. Mnfg.
Children's Rurn. Mnfg.

Kitchen Ware Mnfg.

$450
150

200

&0
175
2o
105
140

$8,580
2,860

3,800

4,%0
3,3%0
8,000
2,000
2,700

Not direct; crop financing
Froam 10 to 20 famale

Fram 3 for 3 months to
6 full time

From 2 to 12 females
Up to 10 seasonal
Six Artisans
Perhaps 2 additional
5 additional

2-2Y
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From the above figures, it would appear that one full time employment
or equivalent is being generated per C/. 20,000 = C/. 40,000 (3400 - $800)
of working capital made available for cottage industry activities,

Aétpay“be exbe6ted; it is more dirfioulﬁ to estimate quantitatively
either the employment or production effect of credit made available for cro
financing without a more detailed evaluation procedure.

6.2. Other Evaluations

In May 1985. the Inter American Bank Mission in Costa Rica
evaluated the impact of the IDB/SOLIDARIOS loans to FUCODES, while
SOLIDARIOS itself prepared an "institutional diagnosis" of FUCODES
operations.,

The focus of both evaluations was financial/institutional.

Thére was consequently little or no field contact with individual
.bqnqgio{aries, and no estimates of impact at the individual beneficiary
level.

~Information from both evaluations, and from FUCODES annual and
financial reports has been used in the background and financial sections of
thi#vevaluation.

6.3. Conclusion

The small enterprise credit program of FUCODES, complemented by the
technical, managerial and project preparation support from other sources
avallable to FUCODES is having a very real and positive social and economic
impact. It is felt most in terms of employment growth, income generation

and most importantly, development of the productive capabilities of nascent

craftsman and entrepreneurs of varying degrees of talent, but always of

T e e ——.
modest resources. One of the common characteristics which appeared to be
I~ B

prevaleni among beﬁ;ficiaries, however, is whézmﬁight be oalI”"a lack of

(L —

P

e e
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"market senseﬂ Very few seemed to be maximizing the opportunities which are
available even within their modest resources. This is primarily due to the
faot that the route to being a beneficiary is normeliy to firsféiearn the
craft or a production skill upon which the nascent enterprise will be based,
rather than to be a market oriented mini-entrepreneur.

FUCODES could contribute more in this area through the organization of

———.

seminars in efementary marketing and coordination of assistance in specific

cases.

\

2-31



7. Institutional Relationships
T7.1. With AID

The USAID Mission in Costa Rica deals with FUCODES via CINDES,
the intermediary in the disbursement of economic support fund countehpart
contributions to FUCODES.

USAID Mission officials consider FUCODES to be a well run,
relevant organization with a potentially much larger constituency who could
benefit from its services if additional capital were made available to the
foundation. Though there is no direct mission support, there i1is a substan
amount of informal contact between FUCODES and the Mission.
7.2, With CINDES

CINDES, as has been seen, is the primary direct source of
funding for the FUCODES credit operations. Sr. Silvestre Alonso Matanzo,
the President of FUCODES, is also a member of the advisory council of CINDE
Relations between the two organizations are close and there is obviously

much joint coordination between the two and the USAID Mission.

T.3. With the Inter American Development Bank
In accordance with the existing policy directives,! there
is no direot support of FUCODES by the IDB Small Projects window
and little official contact with the IDB National Mission ih Costa Rica

except for the recently carried out evaluation,

1 Current IDB policy for small project financing is that all support for
national development foundations who are members of SOLIDARIOS will be
channelled through SOLIDARIOS.

P
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7.4, With the BCIE (Central American Bank for Economic Integration)

The BCiE‘has a program of support;to”émail'and:nédium sized
industry, which channels funds provided by the Eurdpe;nlﬁoonomic Communi ty
to beneficiaries through financial intermediaries certified by the BCIE.
FUCODES has initiated exploratory discussions with the BCIE concerning use
of such funds. No action has as yet been taken by the BCIE. It is to be
noted that the program's target beneficiary group is defined in terms very
similar to those already used by FUCODES in detérmining eligibility for

foundation credit.

T7.5. With SOLIDARIOS
FUCODES is a member in good standing of SOLIDARIOS, its current
president also being the incoming vice president of SOLIDARIOS. The
SOLIDARIOS representative for Central America worked quite closely with
FUCODES during their reorganization phase in 1982, especially in the
implementation of the current system of accounting by funds. Conoerning
what changes FUCODES would l1ike to see in SOLIDARIOS, the principal issues
mentioned were:
-~ A more active stance on the part of SOLIDARIOS and closer
cooperation with the individual national development foundations
for the purpose of negotiating loan guarantee agreements to

provide capital in national currencies.

- More active guidance by SOLIDARIOS' board of directors of the
ongoing operations of SOLIDARIOS.
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TABLE 1
_ FUCODES
'COMPARATIVE BALANCE SHEET

($000's US)

Assets 197y 1983 1984
Short term
Cash and term deposits 54 17 84
Bank notes and interest receivable 34 94 107
Net inventory : ‘ ’ 14 24
Other <:53:> ) i
W o
Long term
Bank notes é6k ,#;52 Tihf
Other . o 7
Net 26 52 37
Total Assets ™ T8 .SEBL
Liabilities
Short term 103 4 11
Accounts Payable 5 - -
Accounts Payable, supplies. 3 3 -
Other 111 KB KX
Long Term
All for employee loans non=
recoverable - 3 5
Loans 25 . 34, 83
Total liabilities 136 4y 99
Equity
Funds for loans 4o 134 -
Superavit-reeval. - - 5
Donations 5 - 244
Total Equity 45 :134 249
Total Liabilities and Equity 181 178 348
Average exchange rate (C/ $ U.S.) 8.6 42 45
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ANNEX 1, Table 2

-
ASTCIICISN CISTATRICTISI I SIaazs oo [
BALANCET ZENIRAL AL 30 3 SITITIORE sz 1333 -
(¥ COLoN=S)
oMo FOXDO foiD0 FoxDO FONDO FONDD 7C:00 %00 FONDO FONDO
TISORTRIA ADYINIS- GENERAL DE SOLIDARIOS SOLIDARIOS CINDE FACT SOLIDARICS SOLIDARTOS crme TOTALYS
ACTI™ TRACION PRESTA'DS PACT 3D FUCODES reepes AD FUCODES 22
Acrve _CIACELANTS
Sm————
-~ 762470 (anexo 1) 137.554.97 137.5%4.°
N .-,gutonu transitorias (anexo 3) 9.049.859 .31 9.049.8%9.:
¢, Seatas gor cobrar a otros $.000.00 5.000.
~.angys JivErsas sor cobrar (anexv 3) 26.170.60 3.279.00 31.442
tas por cobrar (ssgar)s otros fondos (9.198.914.28)[1.110.600.03) 4.472,112.87 (570,180.38) ¢ $30.975.23)) 1.741.738. .45 196 .467.89 840.921.44 | 3.948.112.27 231.317.00 -
~sf£ntarios 3,700.00 3.700
,-‘;nlﬂl por cobrar-cobro judicial (a.4) 707.078.38 125.3351,50 832,427
: ‘taﬂﬂi por cobrar carto plazo (anexo S) 343.359.45 308.049,.10 | 2,.983,398.50 1.089.914.70 §72.054,18 903,088,.00 §.299.841,
{3i6n para cuentas incibrables [4 320.1%)i( 283.789.33) ( 41.914.19) ( 645,304.23) ¢ 31.700.00) ¢ 1.011,%28,-
-« T creses cevengados por cobrar 396.041.96 159.679.60 219.228.30 47.312.70 94.383.38 9.210.33 82%.138.
.“oes sctivos . 110,796.41 110.796.
TOTAL ACTIVO CIRCULANTE (583, 711.21)|5.239.038.12 (570.180.38) [¢ 124,8360.70) 4.325.913,.52 196.487.89 |1.9468.448.84 4.714.531.830 | 1.143,.593.23 16.285.240.
2L TIV0 FLJO
‘ tamos por cobrar largo plazo (anexo S) 113.961.10 2.271.199,90 { 3,310.642.25 497.753.%0 T37.639.09( 1.982.326 15| £.939.822.:
11ar40 y eq.2flc.y transporte (a.S) 1,047.152,% 1,047,182
sctacién acu=uladg ( 285.165.68) ( 283,16s.
Tas & la propiedad srrendada 91.992.38 - 91,992
tizacién scumulada ( 28.316.12) ( 28.318.:
TOTAL ACTIVO ) 239.951.88 §5.352,999.22 (570.180,.36) 2,146.339.20 | 7.636.554.77 196.467.89 | 2.444.203.3¢ 3.472.170.83{ 3.125.920.20 28,044,425,
—— St Suhintn it Skt ;‘_
:ms_ DE ORDEX DEUDORAS - - - 1.510,000,00 | 1.528,929.80 3.038.929.°
- TASIVO Y EXCEDENTES °
YO TIRCUIANTE °
—s
T-4- tas pOr pagar ( anexo n 30,527.70 $.040.00 33.587.°
“"3ciones & ewplesdos 11,.857.93 - 2.2¢8.00 - . - 14.128,
¢ tamos por rarar corto plaze (nexo 8) ) . 121.310.00 143.940.00 d : 265.130.
£ +6lones recilidas por adelantado 38,783.00 - . 38.7er
. 7 reses cobrados por adelantado 2.834.30 2.834.30 - 9.400.90 11.304.3s 40,223,083 67.0¢
©+7368 acuwuledos - - 34,141,358 30.637.11 66.115,34 130.:
(OTAL msivo CIRCULANTE 83.984.93 122,210.00 178.081.58 2.834.30 7.308 .00 40.,038.01 T7.919 69 40.223.08 581.%-
17 tazos por pager largo plare (anexo §) 121.172.54 | 1.439.417.48 2,423.190.00 | $5.245,000.00 9,228 78"
+r 18160 para prestaciones Yy aguinaldo 370,090.39 3..833.94 401.92-
[OTAL pASIVO - - . 434.073.34 342.382.54 i 1,617.499.08 2.834.30 39:141.94 2.463,228.01 5.332.919.69 40.223.05| 10.182.30=.
PATRITONTO . - ) "
—— N -
f":’l'llto (déficit) scumulaco - ( 440.393.02)] 5.332.999.22 €812,582,90)| - 328.340.14 7.633,.720,47} _ 187,328 .93} ( 19.025.¢7 149.281.16 3.083.697.18] 15.635.6%2.
“¢*4vit por revaluscién wob.y equip, 226 .469.34 - 226,422
OTAL mS1VO ms PATRIMONTO 239,.951.268 | 5.352,999.22 (570.180.36)| 2.148.339.20 7.636,.554.77 196.467.89 | 2.444.202.34| 35.472.170.38 3.123.920_ 20 2-6.014.425
"7 7 ‘=3 ox oRvay AcazzvomAs ‘ 1.510.000.00 | 1.528.929.60 3.c38.022
’ i ] N -
— . — e - ——— N - -
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Annex 1

N
FUCODES > AP

INCOME STATEMENTS FOR 1983 AND 1984

1984 1983

Income:

Local Donations $ 69,000 ] $ 22,600

Int. Donations 197,000 -—A

Interests and Loans 31,000 30,000

Other Interests included 11,000 5,000

Other income 7,000 500

Total $315,000 $ 58,000

Sales:

Coin Sales - $ 4,000

Less:

Cost of Sales - 1,000

Income from coin sales - 3,000

Total income $§15,000 $ 61,000
Expenses:

General and Administrative $167,000 $ 57,000

Exchange Loss 6,000 1,000

Interest Payments 4,000 - 2,000

Sub-Total 176,000 61,000
Other expenses - 1,000
Adjustments - 1,000

Total expenses

176,000
Excess, Net $140,000 $ 300
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FUCODES

ANNEX 2

FIELD VISIT REPORTS

Agro industries: San Cayetano
Small Sewing Company

Stuffed Teddy Bear Company
Rivera Textures

Camomile Seeds Agri-Industry
Bamboo Groups, S.A.

Artisan Furniture for Children
Small Wood Company
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Agro Industria - San Cayetano, Cot. Cartago

General Information:

Name of the Beneficiary: Agricultores de San Cayetano
Type of Activity: Vegetable production

Location: Fincas en San.Cayetano, Cot de Cartago
Direct Beneficiaries: 20 small farmers

Approved Loan: C/450,000 from SOL/CEE fund

Conditions: 36 months @ 15% annual/one initial disbursement/4 bi-
annual payments/one year grace period

Background:

The above amount consists of €/606,515 for working capital for the
1985/86 crop season, a contingency of C/35,000 and a refinancing
component of C€/292,025. The latter was due to inability to fully repay
the previous loan due to orop damage sustained in 84/85 as a result of
heavy rains and prolonged humidity. These climatic conditions ocecur
quite often in the area located above Cartago, on the slopes of Volcan
Irazu.

Project Description:

The project consists of crop financing for a total of 9 hectares of
vegetable crops (hortalizas) among which the most prominent are onions,
carrots, potatoes and beets and the purchase of two cows by one of the
beneficiaries.

FUCODES has worked with the group for 4 years, and they have also

received training from the ICTR (Costa Rican Technical Institute).



Fleld Observations:

Q Many members of the group will be victims of both weather induced
crop damage and low market prices for onions this year.
The marketing problem seems to be structural as there is as yet no
overall production planning, planting guidelines or quotas
establ ished for vegetable crops by“the Ministry of Agriculture.
The repeated crop damage due to over humid conditions calls'into
duegiiph the orop énd”varietyigeleotion being practiced by the
ééé&p, - Some féseahoh into~this is being done ih Cartago, but the
ﬁfpblem is complicated by the'extreme variation of micro-climates
iﬂkthe area,
Althoﬁgh far from being affluent by any measube, the members of this
gbouﬁ, which could probably be considered fairly representative of
Costa Rican small holders, apbear to be relatively better off
economical ly than typical beneficiaries which are served by the
Fundacion Dominicana, FED Norte (Quito), and FUNDACEN (Guatemala).
As an indication, three of the 20 members own their own trucks. This
relfects more the generally higher economic level of the Costa Rican
rural sector when compared with the other countrieé, ra;her than
selection coriteria for benefiaries markedly different from those of

the other foundations evaluated.
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Ssall Sewing Company

General Informat:on:

Name of Beneficiary: Association for Development of the Cipreses
Community

Type of Activity: Small community owned garment factory
Location: Cipreses, Oreamuno, Cartago
Indirect Beneficiaries: Cipreses Community

Approved Loan: C/450,000/18% annual/36 months/3 months graoe period/
two disbursements/33 payments @ C/17,442 each

Background:
Cipreses is a model community which tries to resol ve the socio-economic
problems of its inhabitants through a community participation approach .
to project development. Among the projects wnich the community has
implemented are:

e Construction of low-cost housing

e Food and agricultural input sales programs
e Industrial development (the garment factory)

Description of Project

FUCODES first loan to the group was for purchase of equipmentvafter it
had already initiated production and marketing. The group, however, had
an urgent need for working capital in order to continue the development
of this small operation. Aware of the necessity, and of the ability of
community leaders, FUCODES awarded the factory a credit of *450,000 of
which C/286,500 was used for a working capital fund and C/163,500 for
acquiring machinefy, specifically a cutting machine and a commercial

pressing machine.

Today, the shop employees a total of 22 persons, 14 operators on two
shifts and 8 administiative, managerial and marketing. All except one

are female.

" <



Field Observations:

- The level of community organization and leadership which has made
possible the implementation of the housing program; mini supermercado,
a store selling agricultural products, ahd the clothing ractory
operation is truly impressive.

Such success would not be possible, however, without the network of
social infrastructure, training and technical assistance which already
exists within the Costa Rican society. As an example, once the
Asoclacion de Desarrollo Integral de Cipreses developed the project
idea as a means of creating female employment in the community, they
were able to call upon the assistance of the Instituto Tecnologico de
Costa Rica and the Instituto Nacional de Aprendizaje. The former
prepared a very complete project design and feasibility study which
was the basis for the granting of the credit. The latter provided
operator training while CARITAS of Costa Rica provided financial
management and admninistration training.

- The total number of direct employees generated by the factory has
risen to 22 as it is now working two shifts. At present, their
constraint would seem to be production and not market. All sales are
done through a single agent who operates on a ten percent commission
upon collection basis. ‘
 The project is a classic example of planning from the bottom up, a
much more difficult feat when applied to directly productive
activities, as opposed to works of social infrastructure.

The combination of good community leadership, good workshop management
and an apparently good market, combined with the FUCODES financing

should ensure continued success of the project.
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Stuffed Teddy Bear Company

General Information

Name of Beneficiary: Maria Mayela Vérgas Hebnandez

Type of Activity: Small Stuffed Teddy Bear Company

Project location: Barrio Pinto de Montes de Oca

Indirect Beneficiaries: 2

Number of Employees: 6

Experience: 12 years

Approved Loan: C/200,000/18% annual/36 months/3 months grace .period
ending 5/85. Two disbursements/33 Payments e C/7.752
each.

Fund: CINDE/FUCODES

Background:

The oredit application was presented on March 18, 1985 and approved by

the Credit Committee on March 22, 1985, for the sum of /200,000 which

was invested in the purchase of machinery and raw materials for the

production of stuffed animals of different sizes and certain cloth

articles such as: aprons, bibs, individua; hankerchief's, gnd other

articles which are painted by hénd. Part of the loan was used for the

remodel ing of the work shop.

Description of the Project:

The company has been in existence since 1980. Before the loan it had an

little capital that it sometimes could not even fulfill its orders much

less expand the level of the operation to meet the potential market.

Its equipment was also old and deficient.

Today, thanks to the FUCODES oredit, new sewing machiners have improved,

the quality and quantity of production, and increased working capital

v
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has permitted the fulfillment of orders for an expanded market.

- The product is one that, per se, is not essential to any eoonomy.
Nevertheless, the suooessful operation of small soale industries ‘such’
as this 1is what creates the basis for eventual expansion of non
traditional exports, and a stronger internal market for nonessential
oonsumer goods, both of whieh contribute to employment 3eneration and
’value added in the‘economy.

= The financing has permitted expansion from a 3 month pre Christmas
operation to a year round operation employing 6 to 8 persons.

- A potential worker health/safety situation exists in the stuffing
operation. The stuffers sit all day in a large bin of styrofoam with
only minimal nose and mouth filters for protection.

= The feasibility and cash flow analysis upon which the loan was based

is quite complete and detailed.

\“79"
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Rivera Textiles

General Information:

Name of Beneficiary: Alfredo Rivera Rivera

Type of Aotivity: Production of knit blouses and sweaters for women
Location of Project: Sabanilla de Montes de Oca

Indirect Beneficiaries: 3

Experience: 7T years

Approved Loan: C/260,00/18% annual/36 months/3 months grace period/
3 disbursements/33 monthly payments

Background:

In July 1984, Mr. Alredo Rivera R. submitted a loan request to FUCODES
for the purchase of three knitting machines and working capital for his
small company. The loan was approved on August 17, 1984. At that time,
the small shop had two employees but as a result of the credit, five
more employees were created and the possibility exists for increasing
this to 10 employees with the introduction of a second shift. With the
loan from FUCODES, the small company increased the number of its

knitting machines from 2 to 5, all of which are in full time use.

EField Observations:

Work space, behind a residental house, is extremely limited. To expand
beyond two shifts of five machines each would require a signficantly
higher level of investment than was necessary for the present expansion.
In a fashion similar to that of the Los Cipreses factory, this projeot
indicates:

- the seemingly strong demand for domestically produced clothing
in Costa Rica.

- the extremely small economies of scale under which successful
operation is possible in the local textile industry.
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- Working conditions leave much to be desired, an ever presen
dilemma in 1lightly capitalized small scale cottage industry



' Chamomile Seeds Agro-Industry

Geperal Information:

Name of Beneficiar&: Jorge Bermudez Camacho

Type of Activity: Cultivation and drying of Chamomile
Project location: Saﬁ Ramon de Tres Rios

Indirect Beneficiaries: 5

Experience: 8 years

Approved loan: C/175,000/19% annual/3 months grace period ending»6/85.
one disbursement/21 payments € C/9,821 each. ‘

Brief Review:

This company was granted its first loan for C/175,000 on'Juiy{31,g198u
It has recently submitted a new application for C/3005000, Qh;qh'has
been approved by the Credit Committee and is pending ra;ifioﬁtion by the
Board of Directors. In both of these cases, the orédit will be used to
improve the processing of chamomile produoed‘by,the beneficiary himself.
Description of Project:

The operation has been in existence since Mayf1980. The planting,
cultivation, drying and grinding is performad on the site;_ The 
chamomile is then sold to another company which packs, selié,ﬁand‘
distributed the tea bags to the national market. |

Currently, Mr. Bermudez processes and sells 19 quihtals1 of dry'matérial
a month and has U4 employees.

With the requested credit pending, he is hoping to improve the drying

operation. This is currently his principal problem, the inability to

1 1 quintal = 100 pounds y
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i

,generate optimal conditions in the existing drying shed reaulting in

inoreased drying time and interior quality chamomile.

In an attempt to resolve theae derioienoies, oonstruotioolot two hatqgal

draft drying sheds costing €/200,000 is “p.lanned. | -

Field Observations:

- With recorded assets of $9,000 (C/450 000), aales estimate or
$20,000(C/1 million/yr; ownership of a tractor, and’ availability of
several other vehicles on the property, one could question'

e Why such a beneficiary can not obtain working capital through
normal banking sources.

o Whether the beneficiary is truly of the lower economic level
which FUCODES normally reaches in its lending portfolio.

- Potential export sales, currently under preliminary negotiation, are a

distinect posibility.
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Bamboo Groups, S.A.
General Information:
Names of Beneficiaries: Jose Miguel Coto Gomez

Gilbert Martin Coto Gomez

Jorge Soto Chacon

Walter Mejia Zuniga

Melvin Sanchez Chavarria

Luis Rogelio Montero Flores
Types of Activities: Bamboo Furniture Manufacturing
Location of Project: San Jeronimo de Moravia
Indirect Beneficiaries: 13

Experience: 3 years

Approved Sum: C/240,000/19% annual/36 months/3 months grace period
ending May, 1984/

€/169,000/19% annual/31 months/no grace period in August,
1985/31 monthly quotas.

Background:

In November 1983, the groups applied to FUCODES for a loan which was
subsequently approved at the beginning of 1984. The grant was used to
purchase machinery and for working capital, for the group, which is now
organized as a corporation. Messrs. Jose Miguel Coto Gomez and Gilberto
Martin Coto Gomez were enrolled in a course in Bamboo Furniture
Fabrication in 1983, sponsored by JAPDEVA and MIDE PLAN and taught by
the Mision Tecnica Artesanal de Bambu de la Republica China. The
techniques acquired in this course were put into practice and taught to
the other members of the group.

The group has had some administrative and organizational problems which
have resulted in production and marketing difficulties. It appears that
the problems have been resolved in a manner sufficient to grant the

second oredit.
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Eleld Observations:

;théng§§u§"pf§duoes prbdﬁots of outstandihé‘orafﬁﬁansﬁipj1n both Baﬁbbd

& fgrniture and bamboo textiles. Given theidiffIOulty st‘the ﬁechniques
involved and raw material supply problems, production oohstraints of &

" nature difficult to resolve do exist. Consequently the group 1s still
| producing only upon order for the domestic market. |

Q‘A definite potential exists fob individual sales to toﬁrists on a

prepaid delivery to destination basis. The group was totally unaware
of the ptential market, probably due to the existing demand from
domestic sources which strains their current production capability.

- The project is another example of how FUCODES financing coordinated
with government training assistance is helping to sustain and
hopeful ly expand cottage industry to the point where it could play a
significant role in the expansion of non-traditional exports.

- This project is an illustration of the type which FUCODES might
further assist (at no cost) through drawing on its network of
affiliated members in a more active role for marketing advice, and

possibly, advice for improvement of raw material suppl ies.
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‘Children's Furniture . i,

Namesvor Beneficiaries: Muebleria Infantil Guadalupe de San Maroos ‘fhw
Montenegro Chacon. ; L

Types of Activities: Furniture Work Shopv
Location of Project: Guadelupe

Indirect Benefeciaries: U

Experience: 10 years

Approved Loan: €/105,000/18%/2 years for working capita1/3months graee
period/2 disbursements/ 21 payments. , .

Background:

A family operation which produces cribs, assorted furniture,band otheai

woodcraft products for the domestic market. In addition to the FUCODES

credit which was used for working capital, the group took out a 5 year

mortgage loan for C/650,000 at 23% in September 1984 to finance the

purchase of their work shop.

Field Observations:

-~ The beneficiary basically produces only to order, although components
are produced for inventory without specific orders.

- Estimated monthly sales are C/110,000. Estimated monthly expenses
C/54,000.

- The FUCODES loan will assist in expansion of production. FUCODES also

recommended attendance at a seminar for small empresarios.
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Saall Wood Company

General Information:

Name of the Direct Beneficiary: Sonia. Cortea Flores

Type of Activity: Production of wooden kitohen utensils
Location of Project: Barrio Laa Vegas, Concepcion de Alajuelita
Indirect Benefictartes: 7 . -

Experience: 14 years

Principle products: Wooden products such as: héngers,"
meat-cutting boards, spoons, etc.

Approved total: C/141,245.00/19% annual/30 months/3 month grace period
ending 6/84/27 monthly payments.

Background:

Mrs. Sonia Cortes Flores learned about FUCODES in December, 1983 through

an advertisement on television. The beginning of her small family-owned

industry dates back 14 years. It is situated in a central location in
the Zona Sur of the capital. Since the inception of the loan,
employment has risen from three to eight employees. The project was

presented in April 1984 and was approved by FUCODES in June 6, 1984.

Fleld Observations:

- The beneficiaries are precisely of the class of artisans of extremely
modest means who have the potential to upgrade their businesses
through foundation supplied working capiﬁal, which they could not
obtain from other sources.

= The currently unsatisfactory dust control situation in the work area

could be improved through simple reorganization of working space.
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1. Background
The Dominican Development Foundation (Fundaoion Dominioana de
Desarrollo or FDD) was founded 1in 1962 under the name Asooiaoion Pro-

Bienestar Social (Pro Sooial Welfare Association), a private, nonprofit

organization whose stated purpose was to stimulate the participation of the

private sector in the solution of the basic problems of the poorer classes gff
of tne nation; particularly in the rural sector. The name of the

organization was changed to the Fundaeion Dominicana de Desorrollo (FDD) inx%
1966, the year in which the FDD finally began operations. The FDD is thus |
one of the oldest National Development Foundations (NDF's), and was one of:

the founding members of SOLIDARIOS in 1972.

The FDD has historically been one of the larger foundations in the
SOLIDARIOS movement in terms of assets, scope of field activities, loan
portfolio and staffing level., Active social promotion has always been
central to the activities of the FDD, and its clientele has always been
overwhelmingly rural, with the exception of the urban oriented micro-

b4

enterprise program, inaugurated in 1981.

Mﬂgompggstive datai/frggﬁgézg:;howed that the FDD had total assets of
$7,770;009ﬂ3;§2>andw3”loan portfolio of'é%:;;;;;i§5 By comparison; during
I e i

the same period, the approximate portfolios of the other evaluated
foundations were: .
FUNDACEN (Guatemaia)$1,177,o5o FEDNORTE (Quito) $1ob,ogd
FUCODES (Costa Rica) $26;000 . FEDEQUIL (Guayaquil) $69,000) |
At that time, the FDD was working wit 21 groups with a total of u 668 E
members. The FDD has worked with as many as 393 groups (1974) and as many
as 6;923 individual benefioiaries in a single year (1973).

1 Source: Inter American Development Bank (IDB)

\</
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Most recent data showed that in 1985 the FDD worked with 226 groups

with 2,545 beneficiaries.

The FDD has been very adversely affected by the devaluation of the
Dominican peso. Until 1984, its accounting for dollar denominated assets
and liabilities in Dominican pesos (RD$) was at the official exchange rate
of RD$1/US$1. During 1985, exchange rates in the country were unified at
the free market rate (average RD$3/US$1). As a result, the FDD restated
its financial position to include a RD $3,000,000 net exchange loss,
principally due to restatement of dollar denominated debt outstanding.

This adjustment left the FDD as of June 30, 1985 with total assets of
RD $12,808,149, liabilities of RD § 15,264,967, and a negative net worth o

(RD $2,456,819).
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2. QOrganizational Structure

The organizational structure of the FDD down to the level of executive
director is similar to that of other SOLIDARIOS member NDF's, consisting of
a General Assembly of Associates and an elected Executive Council of
nineteen members. The council includes the president, vice=president,
secretary, vice secretary, treasurer and vice treasurer. Each member of
the council serves for two years and can be reelected but not in successive
terms. The Executive Council appoints the executive director and is
responsible for setting policy for and directing the operations of the
foundation.

The internal structure of the FDD from the Executive Council on down is
shown in Figure 1. Being larger than other SOLIDARIOS NDF's, the FDD has a
somewhat more complex administrative structure. Reporting to the Executive
Director are two associate executive directors, one for finance and
administrations, and one for Social Services, and 11 department heads, as
illustrated in Figure 1. As of February 1985, the full time salaried
working staff reporting to the Executive Director totaled 99 employees.

The Executive Director of the FDD is Bolivar Baez, and the Associate
Executive Director is Rafael S. Abreu, the other associate position being
vacant at present. The president for the current two year terms is Jose
Vitines.

The headquarters of the FDD is located in Santo Domingo, but activities
and field personnel are dispersed throughout the central and western areas
of the nation, especially in the more remote border areas near Haiti, not
well served by public sector programs. Resident regional supervisors are
located in Bani (South), Mao (Northwest), and Salcedo (North). Twelve
coordinators of the Rural Development Program are resident in regions where

the FDD has beneficiaries including the North Region (Bonao, Moca, Salcedo,

f< /
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San Francisco de Macoris), Southern' Region (Azua, Bani, Vicente-Noble=
Tamayo); Southwest Region (Los Matos de Farfan, San Juan, El Cercado. El
Lano), and Northwest Region (Mao, Guayabin, Dajabin, Santiago Rcdriguez).
In addition, the PLANARTE Program Office is located in Puerto Plata
while the Santo Domingo based microenterprise project maintains its

own project office, and the foundation operates a training center at
Villa Mella, near Santo Domingo. Figure 2 illustrates the regional

distribution of the foundation's activities throughout the nation.‘
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3. Policies, Programs and Activitles
3.1. Objectives and Policies

The objectives of the FDD as stated in its working documents

- Promote the participation of the private sector in the search for
solutions to the problems of poverty in the nation.

- Develop in youth a positive attitude towards work and practical
training and an appreciation for education and culture in
general.

- Assist the economically marginal sectors of the Dominican society
to develop the ability to provide for their own basic needs, to
raise their standard of living and to integrate themsel ves into
the productive economies of their communities.

- Participate in the implementation of projects in which
beneficiaries themselves provide a share of required resources,
even if only labor, by offering beneficiaries opportunity, not
charity.

- Promote and strengthen associations of small and medium
agricultural producers who traditionally don't have access to
established channels of credit and institutional assistance
through the provision of social, technical and financial
assistance which will enable them to raise their level of
productivity income and living standard.

Implicit in the above objectives is the emphasis which the FDD places
on social promotir+ and group consciousness in its field work with current
and potential beneficiaries. The foundation, in fact, has a firm policy
for agricultural sector activities of providing credit only through
producer groups, composed of at least six members who work their own land

or an individual basis.

3.2. Program and Activities

FDD activities can be classified in two basic ocategories,
development assistance programs and complementary service programs. In
the development assistance programs, participants receive basic

training in group organization and operations, specialized technical

4
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faésigfance, training in administraﬁibn, manageheﬁt and ﬁarketing,,and
credit for financing of productive activities.

The complementary programs provide private sector support to publiec
sector activities important to foundation beneficiaries, or generate

auxilary income for the foundation,

3.2.1., Development Assistance Programs
The four prinoipal assistance programs of the FDD at present
are concentrated in the areas of rural agricultural development, smail’
and microenterprise development, artisan production, and the
development training qpnter (Centro de Entrenamienta para el Deaarrollo)‘ 

(CEDE)).

The relative importance in terms of oredit allocation and scopo of
activity among the programs can be appreciated by the data of Table 1,

Distribution of FDD Credit by Program; Fiscal Year 1985.

Table 1: Distribution of FDD Credit by Program: Fiscal Year 1985

Number of Loan € Dist.
Number Individual Disbursements of Credit
Program of Loans Beneficiaries (RD $000s) By Program
Rural Agricultural
Development 100 1972 1,877 78%
Microenterprise
Development 109 465 175 7%
Development Train-
ing Center 10 10 - 298 12%
PLANARTE (Artisan
Development) 7 98 69 3%
TOTALS 226 2,545 2,419 1008
SOURCE: FDD
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It is seen that rural agricultural development and the development
training center, an agriculture oriented program accounted for 90% of FDD
credit disbursements and 78§ of direct beneficiaries in 1985, whereas the
enterprise development and artisan programs received 10% of foundation
credit, a relative allocation of the foundation's credit portfolio which
has not varied significantly in recent years.

A brief description of each program follows.

3.2.1.1. Rural Agricultural Development

Over the years, the FDD has participated with rural
beneficiaries in a veriety of activities including orop financing,
mechanization, cattle purchase, infrastructure and working capital for
pork production, small scale irrigation development, etc.
Beneficiaries generaily are small holders with traditional or legal
rights to the lands they work, but, lacking registered land titles,
cannot provide the guarantees required by commercial and goverrmental
sources of rural credit.

As a result of heavy loan losses caused principally by damage from
Hurricane David in 1979 and a plague of porcine fever which decimated the
national pork population in 1978-79, the FDD has consolidated activities
somevhat and adapted more conservative lending policies in recent years.
Consequently, agricultural sector lending is now restricted to relatively
low risk activities such as crop financing for export cash crops of tobacoc
and coffee; traditional food crops for which domestic markets are assured,
such as rice, beans, corn and plantains; oxen purchase for land
preparation, and simple improvements such as topbacco drying sheds. Major
mechanization projects such as tractor and transport equipzant purchase, or

infrastructure with long payback lead times are no longer financed,

SR
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The average land holding of individual rural beneficiaries is quite
small. A March 1985 loan request to SOLIDARIOS for the purpose of
financing an additional revolving fund for financing of traditional crops
and oxen purchase indicated that 41 groups with 767 individuals working a
total of 13,895 tareas of land (1 hectar = 15,6 tareas) were to be
included in the sub=project. The extent of land of individual
benefiuiaries averaged out to 18.1 tareas (about 1.2 hectars) per family, a
figure similar to that of group members interviewed during field visits.

Using the same averages for fiscal 1985 lending activity (Table 1), the
FDD would have financed approximately 2,300 hectars of production during

the year.

3.2.1.2. Enterprise Development Program

This urban oriented program, similar in design to that being
implemented by FEDNORTE in Quito, Ecuador, initiated operations in
1981. It is financed by a USAID grant and project technical
assistance is also provided by AITEC under contract with USAID.
Clientele are of three categories: small businesses with fixed assets
not to exceed RD $100,000, and for which investment per new job
created may not exceed RD $10,000; micro enterprises with fixed asets
no greater than RD $10,000 and no more than six employees; and street
vendors and trash collectors organized in solidarity groups of five to
eight members.

The principal objective of the program is to provide credit, technical,
and managerial assistance to the small and micro enterprises and working
capital to the solidarity groups. In the case of the small business
category, the ultimate goal is to improve operations to a level where they

may qualify for credit from the Investment Fund for Economic Development
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(FIDE) of the Central Bank offered through conventional finanecial
intermediaries.

During its first three years of operation (1981-1984), the programs had
granted 247 enterprise loans, 204 for production and 43 for service
operation, with a loan value of RD $519,000. Production loans were most
often for clothing manufacture (70), woodworking (50), shoe and luggage
production (17) and bakeries (15). Service loans were most commonly for
equipment and auto maintenance operations.

Three hundred seventy three solidarity groups with 2,167 individual
beneficiaries received RD $60,700 in credit during the same period.

Approximately 80% of the loans in both categories were in Santa
Domingo, with the remainder distributed among cities such as La Vega, San

Cristobal, Salcedo and Cotui.

3.2.1.3. Centro de Entrenamiento para Desarollo (CEDE)

Located in Villa Mella, 13 kms. from Santo Domingo, the
center organizes courses, seminars, exchanges, etc. in promotion and
training, provides space for other private and public sector
agricultural-oriented organizations for similar purposes; and operates
a demonstration dairy production farm for the purpose of training and

glving practical experience to small holder beneficiaries.

3.2.1.4. Artisan Development (PLANARTE)

This program, which began in 1976, is directed primarily
towards rural female beneficiaries normally organized in groups, but
in special cazes, to individuals as well. Specialized technical
assistance, social promotion, training in management and marketing,
and credit assistance are offered to beneficiaries engaged in the

production of ceramics, leather products, toys and Jewelry. Seven
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group loans with a total value of RD $69.ooo were diaibursed to %8
individual beneficiaries during fiscal 1985';,~.‘ S Ry

3.2.2. Complementary Programs
3.2.2.1. Collectors Circle (Circulo de Coleooionistas) -

This program has a double funetion or promotlng Dominiean |
culture and art while raising supplementary ineome through the sale or
coins and other collectors items, In 1984 the program generated a net:
income of RD $160,000 for the foundations. Beneficiary artisan “aff -

production is also marketed through the same channels.

3.2.2.2. Medicine and Medical Equipment
A program which distributes PADF donated machine and
equipment to hospitals, dispensaries and rural clinics operated by the

Ministry of Public Health and Social Assistance.

3.2.2.3. Scholarship Program
Distributes resources donated by citizens of West Germany
and coordinates programs with orphanges throughout the country to

feed, educate and care for orphaned and abandoned children.

3.2.2.4, Machinery for Technical Education
Coordinates distribution of PADF donated tools and equipment

to technical and vocational schools throughout the country.

3.2.2.5. Housing Construction - Fondo Negro
Eighty seven (87) houses are being constructed in the area

~ with a donation from the West German goverrment.
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4.  Finanoial Structure
4.1. Sources of Funding S .

The FDD, being the largest and one of the oldest of SOLIDARIOS NDF's
has a broader base of financial support than most of t§§ other foundatidﬂs.
It has also been the recipient of more SOLIDARiQé finanoingAthan‘any chérg
member NDF, having received $1,690,000'or 221 of totél SOLIDARIOS o

Development Fund disbursements of $7,598,006Jbe§ﬁeen;i977 and 1984,

4.1.1. SOLIDARIOS Disbursements
Table 2 details the SOLIDARIOS financing received by the FDD
during this period.

Table 2: SOLIDARIOS Disbursements to Dominican Development Foundation;
1977 - 1984 (US$)

Amount Amount Year Lending
Fund ) Approved Disbursed Disbursed Conditions
PACT $ 50,000 50,000 1978 -
pu——— ~\ ’/,/'“ - . T
SOL/AID (540,000 | uzs,oocD . 1979 5% - US$; 24
e T R semiannual pmts. ~<
o 12/82 - 6/94 jh
115,000) 1980
300,000 1983) 5% - US$; 24
o Lo semiannual pmts. J
2/88-8/97
SOL/CEE 550,000 187,000 1981 5% - US$; 24
’ o semiannual payments
5/85 - 11/96
181,500 1982
181,500 1983
SOL/BID 250,000 167,500 1981 5% - payable in RD
82,500 1982 pesos; 24 semiannual
pmt’. 5/85 - 11/96
TOTALS $ 1,690,000 $ 1,690,000 L

Y
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All loans exceot from the SOL/BID fund are pavable in U.S. dollars.

The SOL/BID loan is payable in Dominican pesos,

4.1.2, Other Sources of Funding

In addition to SOLIDARIOS loans, the FDD's other sources of funding

- Non interest or dividend bearing capital stock shares; at
the end of fiscal 1985, capital stockshares held were valued
at RD$ 70,500

- Annval Membership Fees: RD $106,700 in 1985 and
RD $105,830 in 1984,

- Donations. The FDD received RD $491,000 in four project
specific donations during 1985; and six project specific
donations of RD $604,000 in 1984, The projects, amount and
source of the 1985 donations were as follows:
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Projeat Amount (RD$)  Donor

Microenterprise Program USAID Economic Support Funds
Managerial Troining and via Banco de Reservas de RD
Support 42,000

Integrated Rural Develop=- 390,000 West German government

ment - Zona Fondo Negro

Microenterprise Promotion ’
Fund - Cotui 40,000 Rosario Mines, S.A.

Miscellaneous 19,000 Various

- Loans, By virtue of being the largest member NDF's in
assets, one of the oldest, and situated in a relatively
small nation (population 6,000,000) with traditions of heavy
government support of the agricultural sector and private
sector foundation involvement, the FDD is able to draw much
more widely upon local establishment sources of credit than
seems to be the case of the other evaluated NDF's. In
addition to the SOLIDARIOS credits, as of June 1984 the FDD
had 12 additional loans outstanding all except one from
domestic sources. The debt situation of the FDD will be
analyzed in more detail in Section 4.4.

- Other sources of income: Consists of interest on loans (RD
$723,000), profits from coin, and artisanware sales (RD
$185,000) and other miscellaneous income (RD $224,000).
Figures in parenthesis are for fiscal 1985.
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4.2, Financial Statements
4.2.1, Balance Sheet

Comparative balance sheets for the FDD for the fiscal years
ending on June 30th of 1984 and 1985 are given in Annex 1, Finaneial
Statements.

As was previously noted, due to a RD$ 3,000,000 exchange rate
adjustment, mainly in valuation of dollar denominated debt
outstanding, the FDD assets on 30 June 1985 were RD$ 12,808,000,
whereas liabilities were RD$ 15,264,000 to produce a negative net
worth of (RD$ 2,457,000). The entry for loans and interest
receivable, RD$ 8,388,878 is the net figure after a write off of RD$

3,581,000 for non-recoverables. Most are balances of groups which

disintegrated or whose projects suffered major damage due to porecine

o e e et e

fever and Hurricane David.

Though the FDC does use the SOLIDARIOS standard system of funds
aocounting, financial statement printouts by source of funds were
unavailable during the evaluation visit. It is clear though, given
the value of total SOLIDARIOS disbursements and direct AID support for
the enterprise development program relative to total assets, that
these sources do not play as dominant a role in the composition of the

—
_asset ?fii~ff_}s the case, for example, with FEDNORTE (Quito, Ecuador)
or FUCODES (Costa Rica).
4.,2,2. Income Statement
Income Statements for fiscal 1984 and 1985 are also shown
in Annex 1.

Income for 1985 was RD$ 1,729,000 versus RD$ 1,789,000 for 1984,

the decrease be!ng the result of reductions in income from coin and
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artisanware sales and a reduction in donations. Expenses for 1985
were RD$ 4,934,000 vs. RD$ 1,683,000 for 1984, The increase was due
to the net exchange rate losses of RD$ 2,999,324, This write off
resulted in a loss on operations for 1985 of (RD3 3,205,000), as
comapred with a 1984 operating surplus of $105,000.

Internally generated (i.e. non donation) income in 1985‘was RD$
1,237,000 or 72% of all income, whereas staff salaries and other
direct operating costs amounted to RD$ 1,263,000 Total direct
expenses, including interest payments and depreciation were RD$
1,933,000.

The FDD, thus, effectively supported direct operating expenses,
exclusive of financial charges, from internal sources, a position
similar to that of FUNDACEN (Guatemala). It will be seen that both
FUCODES (Costa Rica) and FEDNORTE (Quito, Ecuador) are, to the moment,
incapable of supporting direct operating costs without donated income.

The operating budget for fiscal 1986 was estimated at RD$ 1,758,000,
ineluding RD$ 407,000 for interest payments on debt. Salary related
expenses were projected at RD$ 662,000 versus a 1985 figure of RD$
715,000, whereas projected general and administrative expenses were
RD$ 571,000 versus an incurred RD$ 548,000 in 1985.

Projected income for 1986 was RD$ 1,960,000 versus an actual RD$
1,728,000 for 1985,

Table 3 of Annex 1, Sources and Uses of Funds, 198485 indicates
that in spite of the RD$ 3,000,000 charge for exchange losses, the FDD
had a net positive cash flow for 1985 of RD$ 952,000. This figure is
somevwhat deceptive, however. It was achieved only by incurring an
additional RD$ 2,859,000 in newly contracted debt. The cash flow from

operations, alone was negative (RD$ 1,539,000). [
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4.3. Ratio Analysis
Analysis of the FDD 30 June 85 balance sheet indicated the following
eritical ratios (RD$ 000's):

Current Ratio Current Assets = 8,000 (est,) = 5.7
Current Liabilities 1,400 (est.)

Current Assets

Liquidity Ratio less inventory = 1,500 = 5.35
Current liabilities 1,400
Debt Ratio Iotal Debt = 12,508 = 0.98
Total Assets 12,808

The debt ratio of 0.98 refelots to the negative net worth noted
earlier, an obviously unsatisfactory financial position for any
organization. Though the negative net worth situation resulted from
the exchange rate loss of RD$ 3,000,000 in 1985, the debt ratio of the
FDD was already high before the devaluaticn, as is seen by the
calculation as of 30 June 1984, which was 0.64:

Debt ratio Total Debt = 1,191 2 0.64
30/6/84 Total Assets 11,259

4.4, Debt Structure

4.4,1, Total Debt
The outstanding debt of the FDD as of 30 June 1985, RD$

12,505,918, broken down by classification of loans is as follows:
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AMOUNT
QUISTANDING

= Loans guaranteed(;;;gquity of the FQD,

Inc. 4% to 6%; 1= 5 yrs-grace;-due batween
'86 and '89 RD$ 3,651,430

- 12%, due in 1986 150,000 k//’/’/

- Loans guaranteed by the Central Bank via
a guarantee of reserve of 33% to 50% of loan
amount; 4% and 6%; 3 yr grace periods; due x -
in 1990 and 1996 3,471,566

~ Unsecured loans: 2-1/2 to 5% grace periods
of 1 to 10 yrs due between 1986 and 1996,
including in 1985, US$ 1,586,000 at exchange
rate of RD$ 3.1/US$ 1 —D1232,922

TOTAL RD$ 12,505,918

Source: 1985 Annual Report Finanoial Statements, note 6.

Except for one RD$ 150,000 loan, all of the credit was granted at
concessionary interest rates and terms, and except for the SOLIDARIOS
debt and $US 194,000 due the Pan American Development Foundation, all
is from domestic sources. Though the FDD's debt position is clearly
overextended, the figures do illustrate the close working relationship
between the Foundation and domestic sources of oredit.

When the debt due is programmed on an annual basis as shown in
Table 3, it is seen that 28%, or RD$ 3,457,000, including RD$
1,955,000 already in arrears, was due to be paid in fiscal 1986

(7/1/85 to 6/30/86).
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Table 3: Anmual Distribution of FDD Total Debt (RD$ 000°'s)

IEAR AMOUNT (RD$ 000's) 2 of TOTAL
1986 (including RD$ 3,457 28%
arrears of
n$ 1,955,000)
1987 917 7%
1988 807 6%
1989 1,110 9%
1990 1,143 9%
1991-99 —s0T2 13
TOTALS RD$ 12,506 100%

Source: FDD 1985 Annual Report, Financial Statements, Note 6

Given the magnitude of the figures involved, when compared with the
internally generated cash flow of the Foundation; and the desire, even
on the part of creditors, not to seriously contract the FDD's
operations, it is clear that there is little alternative but to

reachedule much of the FDD's debt.

4.4,2, FDD Debt Due SOLIDARIOS
The debt due SOLIDARIOS from the FDD as of 30 June 1985 is

summarized as follows in Table 4.
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Table A: rmnebennmm-meaomwesmswva)

PRINCIPAL INTEREST

AMOUNT NOT ¥ET SRTNE SR OVERWE OVERDUE
LOAN  DISWRSED BAUNCE [DUE  ARREARS BALANE [UE30/6 180 DAYS <180 DAYS
PACT 50 - - e . -
aD/2 st 518 5 112 om 2 e s
pmo2* 20" 20t 29" 2 U L S N o
CEE/02 550 550 527 .23 . v 58 | 2 ’ IH 15
ATD/16 00 300 300 - N TR S 3
TTALS 1,60 1,618 1,61 1% . IR R, ™

a3

* Dercminated in Pesos
Source: SCLIDARIOS

The balance of principal figure of Table 4 indicates that one

amortization payment of $ 22,000 was made on the AID/02 loan in December

1982. Since that time, neither principal nor interest payments have been

made on any of the $ 1,640,000 disbursed by SOLIDARIOS to the FDD between

1979 and 1983. Total arrears as of 30 June 1985 were $US 135,000 principal

and $US 136,000 interest; and RD$ 21,000 principal and RD$ 13,000.

If even first payments could not be made on the BID/02 and CEE/02 loans

as they came due, it is quite reasonable to ask, given the current financial
/

situation of the FDD, what is the probability that any of this debt will

b'(ll l\-f\

ever be repaid on its original terms? RS

T
o "/':’/ i

o aall
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It is also qﬁite reaéonéble to ask whether the $US 850,000 which
was disbursed to the FDD by SOLIDARIOS between 1981 and 1983 as dollar
denominated loans was truly perceived by both SOLIDARIOS and the FDD
as loans which must be repaid; or was there an implicit understanding
on the part of SOLIDARIOS, the FDD, USAID and the IDB that they would
be de facto donations?

Neither the overextended financial position of the FDD nor the
Dominican peso exchange rate corisis happened overnight. Reasonable
assessment of the post 1980 circumstances of the FDD, i.e. the high

E default rate of beneficiaries occasioned by natural disaster; the

f%\N@: {¥} desire to continue as much as possible to aid these rdisaster victims;
7“1? ;$f \gy " the heavy domestic borrowing necessary to due so, and the artificial

(\% N ¥ maintenance of the official peso exchange rate at a par with the
\‘)\?V Eﬁs ; dollar; would certainly lead to the assessment that dollar denominated
( Ko loans, even with a grace period, would be difficult to repay.

Given the objectives of development foundations, and the clientele
they serve, no supporter of the development foundation movement, least
of all original donors such as USAID, wants to see a contraction of
oredit activities to beneficiaries if the funds are available.

Nevertheless, the concept that economically viable revolving credit

Q% funds for low income beneficiaries can be successfully operated by~
tuﬁ bwo private sector, self supporting, non profit organizations has yet to
%j? 7}5\ be consistently demonstrated, and 1n fact, does have itsdglfg_ptics.~
N Continued disbursement of dollar denominated credit to NDF's who

could reasonably be expected to have repayment problems has now made
future replenishment of revolving funds at both the SOLIDARIOS and the

NDF levels more difficult to justify, even for the sympathetic.
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It is reasonable to inquire if SOLIDARIOS lenders (IDB) and ddnors

(USAID/CEE) were forewarned prior to the post 1980 disbursements, and

certainly prior to 19837 From the vantage point of 1985, it would
seem that the attempts at renegotiation of scme of the SOLIDARIOS
Development Fund money to either a donation or a local ourrency
repayment basis prior to disbursement would have been politically more
palatable than the current post factor situation of loan

renegotiations and possible defaults.

4.5, Summary

The ourrent financial situation of the FDD can be summarized

as follows:

- At the beneficiary level, much of the debt from
prior operations must be written off as non-
recoverable. Repayment levels from current
operations appears to be satisfactory.

- The FDD is technically bankrupt, with a negative
net worth. The debt structure of the foundation,
relative to its cash flow generation potential, i
unmanageable. .

- Operations were sustained during 1985 only by
concracting of even more daebt.

- A complete financial restructuring, to include
postponement and/or write off of external debt
and/or huge cash infusions on a donation basis,
will be required if the foundation is to continue
its field program at the current level of
activity.
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5.  Analvsis of Operations

5.1. Internal Procedures

With resident field staff and project offices scattered in
almost twenty sites throughout the nation; coordination of personnel
and activities poses more complex requirements for the FDD than for
the other evaluated foundations. Highway and t?lephone connections
between Santo Domingo and most towns where regional supervisors and
field coordinators reside are generally satisfactory. The impression
given is that operations are not being significantly hampered by
communication problems.

The administrative and accounting procedures of the FDD appear to
be adeguate. The system of accounting by funds is used, external
audits are carried out annually, and accounting operations and
information are handled with the aid of an IBM PC computer. The lack
of fund accounting information in this evaluation was attributable to
the absence of a computer operator at the time of the evaluation
rather than system deficiencies,

Written manuals and guidlines for administrative and field
operations exist, and those examined, i.e. credit, promotion, and
project evaluation are detailed, clear, and relevant. Inspection of
beneficiary files indicated that the system is adequately organized
and information generally sufficient upon which to base credit
decisions.

Transportation requirements of the FDD are extensive. Many of the
field personel, although it was not clear if all, are equipped with
motorcycles, and the foundation does have several four wheeled
vehicles as well. The recant steep cost inflation for petroleum and

parts, coupled with the FDD's restricted operational budget for 1986,
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parts, coupled with the FDD's restricted operational budget for

1986, will most likely oreate increasing mobility problems for field
staff unless suitable adjustments are made. Effeotiveness of the

rural development program is directly dependent upon unimpeded mobility

of the field staff.

5.2 Human Resources

The FDD 1s an organization with one hundred employees, of whom
perhaps fifty, including support personnel, are based in the
headquarters office while the rest are dispersed throughout the
republic. Meaningful evaluation of overall staff competence and.
relevance was not possible in an evaluation of one week's duration.

The FDD does employ a considerable number of agronomic engineers,
agronomists, and personnel with a social promoter orientation. The
technical competence of those with whom the evaluator had personal
contact was satisfactory.

It was indicated that that a difficult situation could develop in
the retention and recruitment of competent and committed field
coordinators for the agricultural development programs. Minimum
salaries for junior agronomists in the public sector were raised
during 1985 to RD$ 600/month plus RD$ 200/month motorecycle al lowance.
This is considerably higher than the prevailing level in the FDD,

whose salary scale for fiscal 1986 was frozen at the 1985 level.

5.3. Promotion, Training, Technical Assistance and Evaluation
5.3.1 Promotion
Active social promotion and organization of beneficiary groups is

central to the field activities of the FDD. This emphasis originates
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in two basic conditions of the rural sector of the Dominican Republic:
- the tradition of and inclination towards communal

cooperation in agricultural labor, in spite of the
faot that family lands are worked on an individual

basis,

- the generally reduced size of individual plots and
scarcity of capital in the rural sector require
that some activities (e.g. land preparation) be
financed on a collective basis in order to achieve
satisfactory scale economies.

Indicative of the role of social promotion in the FDD's operations is
the fact that a distinoction is made between social coordinators and
agricultural coordinators and, though they often work in tandem, each
has distinot responsibilities. The active approach to group promotion
can be appreciated by the following which are among the stated duties

of social coordinators:

- Identify potential leaders and train them in the
democratic exercise of group action; and,

- Serve as the channel of communication betwean the
groups, the FDD, and other agrisultural sector
groups.

It is quite evident that the strongly active group promotion
philosophy is not replicable in all NDF's, requiring as it does; a
political enviromment which is amenable to the concept of campesino
organization to promote their economic, social, and sometimes

political ends.

5.3.2 Training

Training activities of the FDD are concentrated in the areas of
social organization and democratic practices of group operation,
management and administration of group activities, and training in

appropriate agricultural and livestock production techiiques.
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Training programs are of three types:

- Those given by social and agricultural
coordinators and technical support personnel at
group reunions;

- Courses given at the Development Training Center
(CEDE) operated by the Promocion Humana y
Financimienta Programa at Villa Mella; and,

- The application of the human promotion, management
and finance program of the FDD to the
beneficiaries of the microempresa program and
solidarity groups by the microempresa program
coordinators.

Fig. 1 of Annex 3, Training and Evaluation Information,
gives a statistical breakdown of training activities of the rural
development program for fiscal 1985, and a listing of the themes
covered for the three basioc types of programs, i.e.

- Basic Training in Group Operations (Formacion
Social Basica)

- Group Management and Administration (Gerencia y
Administracion)

- Training in Agricultural Techniques
Referring back to Table 1 of Sec. 3.2, it will be remembered that
100 group loans were disbursed in the rural development progranm
during fiscal 1985. While the figures for active groups who didn't
receive loans are not at hand, even if it is assumed that the FDD was
working with 150 rural groups, the density of coverage is quite high,
an average of about 10 training encounters per group per year and

about 26 visits, or one every two weeks per group.

5.3.3 Technical Assistance
Technical assistance organized by the FDD is focused on improved

produotion techniques for its agricultural beneficiaries and the
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The economic evaluation of group loan requests consists of fairly
standard production cost and cash flow analysis. For crop financing
loans, the information and evaluations reviewed was adequate.
Several credit requests requiring somewhat more subtle economic
analysis such as irrigation pump installation and oxen purchase were
also reviewed. The analyses in these cases was not well documented,
indicating that perhaps sufficient appreciation of all cost factors
had not been taken into account.

Since the cash flow analyses for most rural loan requests are
prepared by the agricultural coordinators, who have little formal
background in economics, it would appear that economic analysis of
loan requests of a nature somewhat more complex than crop financing
(e.g. animal traction; livestock production; infrastructure; equipment
purchase) might not be as complete as it should be.

Group evaluation is an ongoing process carried out on a semi-annual
basis. Its purpose is to serve as a basis for planning the monthly
and weekly programs of the coordinators in each region and to design
the activities of the Participative Education Program.

Fig. 2 of Annex 3, illustrates the various forms and procedures

used in the group evaluation process.

5.4. Credit Operations

Credit operations of the FDD are larger in currency volume,
number of beneficiaries, and dispersion of activity than those of the
other evaluated foundations, Approximately 90% of all oredit
dispersed is to small holder rural beneficiaries. This profile of the

FDD credit operations will focus on these beneficiaries,
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5.4.1. Credit Polioies
As a refleotion of the scope or its credit aotivities, the FDD

maintains a very detailed manual of promotion and oredit policies and
procedures (Manual de Promocion y Financimiento of the FDD). The main

features of credit policy are outlined as follows:

- All goredit activities except in the small and
micro enterprise programs are channelled through
groups, formal or informal of at least six

individual producers

- Potential heneficiaries must demonstrate that

credit for the purpose requested can not be
obtained under reasonable terms from any gther
J0Urce .

- New Credit will not be granted to groups who are
still in arrears on current credits without
special Justification.

- Loans will be granted for the following purposes:
agriculture and livestock production, equipment
purchase, technical inputs, marketing costs,
working capital, capital improvements.

- Loans will pot be granted to groups for political
or ocultural purposes, nor to govermment
organizations, nor to pay dividends.

- Guarantees: The FDD will lend based only upon a
good faith guarantee, but may, 1if conditions
warrant, require collateral.

- Terms and Conditions

- For fixed assets: to 90% of value and up to
20 years

- For capital improvements: to 80% of value;
for useful life

- Crop financing: to 80% of production ocosats
for orop cycle

- Marketing: 85% of value of production for one
year

- Working capital: 100% of value of materials
up to 5 years.
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- JInterest rates: as determined by loan committee;
can not exceed legal limits establ ished by
government. Rates for 1985 were in the 9%-13%
range.

- Maximum amounts: RD$ 100,000 per group loan;
maximum group debt RD$ 130,000 for experienced
groups. First loan with FDD: maximum RD$ 25,000.

- Required Approvals:

Amount. Approyal

i) to RD$ 2,499 Comptroller, Finance or
Promotion Division chiefs

i1) to RD$ 49,999 to Regular Committee: Ass.

24 months; to RD$ Executive Director, Mgr.
24,999 if >24 mos. of Finance, controller

iii1) >RD$ 50,000 or Two members of Executive
>RD$ 25,000 if > Council and Executive
24 months Director.

In addition to the above policies, the ocredit manual contains very
expliocit instructions for processing, disbursement and ool lection of
loans.

Based upon the sample with whom contract was made during
fiel d visits, there is 1ittle question that the FDD is serving
beneficiaries of very limited economic resources, and of very modest

educational level.

5.4.,2 Composition of Loan Portfolio

5.4.3 Analysis of Loans in Arrears

The composition of the portfolio for oredit granted during fiscal
1985 was detailed in Table 1, Distribution of FDD Credit by Program,
Fiscal Year 1985, which is found in Sec. 3.2 of this report. Two
hundred twenty six (226) loans were made to 2,545 individual

beneficiaries for a total of RD$ 2,419,000.
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Note 2 of the Financial Statements for 1985 (Annex 1) details the
balance of loans outstanding by program. The total before write offs
was RD$ 11,970,330.

No precise figures as to the loans in arrears situation were
available during the evaluation visit. Nevertheless, the high ratio
between loans payable and loans disbursed in 1985 (4.95/1); the large
figure for write offs (RD$3,581,000), 30% of the outstanding porttfolio
in 1985; and write offs in 1984 of RD$ 2,890,000 on a portfolio of RD$
11,560,039 (25% of the portfolio), would indicate that a serious
recuperation problem exists. In spite of the lack of available
statistics, review of the files of active beneficiaries gave the
impression that the arrears situation with the ourrent group of
borrowers is considerably more under control than was true several
years ago.

During 1984 SOLIDARIOS itself reviewed the arrears situation of
FDD beneficiaries and reported the following in its 1984 financial
report (NOTE 5):

"The FDD has not yet completed a detailed analysis of
its loans in arrears situation. The information which
could be obtained gives only a general idea concerning
the situation of the FDD portfolio. According to this
information, approximately 20% of the portfolio is
overdue."”

FDD management stated that the current overall level of arrears in

the Microenterprise program was between 5% and 10%.

5.4.4 Loan Portfolio by Source of Credit

No breakdown of the FDD Portfolio by source of credit was
available. It can be assumed however that the $1,690,000 in
SOLIDARIOS disbursements to the FDD were converted to pesos at par.

When compared with the level of the foundations' loan portfolio; it is
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evident that SOLIDARIOS funds have financed a smaller proportion of
the total portfolio than was the case in the other evaluated
foundations.

The microempresa program is financed by USAID funds. Loans
outstanding in the microempresa program at the end of 1985 were RD$

493,000 or 4% of the portfolio.
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The objective of this phase of each NDF's evaluation was to
make some influence as to the economic and social impact of the
foundations' activities upon beneficiaries. The approach used was:

- a series of visits/interviews by the evaluator
with beneficiaries at their project sites. As may
be appreciated, the judgements reached in this
type of exercise can only be of an impressionistic
nature. Nevertheless, the close contact in the
beneficiaries' enviromment does provide a good
qualitative feel for the nature of problems faced
and a measure of the effectiveness and relevance
of the foundation's activities,

- review of other evaluations, if available,
particularly if there are any quantitative
indicators of impact.

6.1, Field Visit Report
Field visits were made during the period Oct. 22-24, 1985 to
three distinct agro-ecological areas where the FDD is active:

Oct. 22 - South coast highland coffee growers in
Province of Peravia

Oct. 23 -~ Tobacco growers in the fertile valley of the Rin
Yaque del Norte.

Oot. 23/24 - QGroups cultivating predominantly
traditional food crops in semi-arid
areas of Dajabon Province, near the
northwestern border with Haiti.
A total of eight groups were visited, two in Peravia, two in the
Rio Yaque area, and four operating in the northwestern semi-arid zone.
All of the groups visited were essentially up to date in their debt
obligations with the FDD.
Direct contact and interaction was gnod. This probably is a
result not only of some having been advised of the visits before hand,

but also due to the relatively heavy rural population density and the

pattern of rural beneficiaries of the FDD to devote themselves
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but also due to the relatively heavy rural population density and the
pattern of rural beneficiaries of the FDD to devote themselves
exclusively to their agricultural labors. They are, therefore,
usually in the vicinity of their land, a distinct contrast with the
situation which prevails among FUNDACEN's (Guatemala) beneficiaries.
The profiles and observations concerning the individual groups

visited are included in Annex 2, Field Visit Reports.

Though country and beneficiary group characteristics are vastly
different, the design of the rural development program of the FDD is
similar to that of FUNDACEN (Guatemala) i.e. crop financing for
beneficiaries who have long cultivated their own smallholder plots.
The FDD, however, in addition to financing technical inputs, also
finunces labor costs, so that the amount financed can be up to 80% of
total production costs, as contrasted with a maximum of 50% for
FUNDACEN.

The coffee-growing beneficiaries of Peravia and other southern
provinces cultivate small stands of unimproved coffee in fairly remote
mountainous areas (one to three hectares per family). They typically
live in the settled lowland towns for part of the year, and spend the
harvest season in fairly rustic conditions in the mountains. This
region's beneficiaries were among those who suffered heavy damage from
Hurricane David.

It can be safely concluded that additional planting has not taken
place with FDD credit. No reliable information seems to be available

concerning without FDD and with FDD yield levels. One suspects that

Vv \/)ﬁl
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gains are not significant, given the limited potential for yield
improvement even with economic levels of input usage.

The undisputed positive impact of FDD activity has been that the
availability of FDD credit on reasonable terms to pay for inputs and
for plucking labor has freed the growers completely from a dependency
upon financial and marketing intermediaries, who certainly do not look
after the best interests of the beneficiaries. A recent benefit of a
windfall nature was generated due to the devaluation of the Dominican
peso. Having no longer to deal across intermediaries, the producer
groups themsel ves can purchase export licenses directly, enabl ing them
to receive the net foreign exchange benefits after export taxation,
from dollar denominated export prices.

For the tobacco and traditional crop cultivators of the
Northwest, the impact is similar in pattern vis-a-vis production;
though less clear-cut on the marketing end.

Being seasonal crop cultivators, FDD credit and access to newly
installed irrigation systems seems to have resulted in the expansion
of land under cultivation, and increases in yield levels, if the
beneficiaries are to be believed. For others, the credit and
extension service provided by the FDD fills gaps in public sector
coverage in the region.

One non quantitative, but obvious positive impact which can be
sensed is that the FDD is perceived as a friend who is there to help
and to actively aasist the groups in the development of solutions to
their problems. The perceived impression concerning public sector
services on the other hand is something as fol lows:

. extension agent visits are infroequent, leas personal,

and due to heavy case loads, of limited duration and
usefulness;
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. even when one is able to qualify, the time, travel and
expense involved, and the impersonal nature of the
transactions are a distinot disincentive to dealing
with the Banco Agricola.

6.2. Other Evaluations

No other evaluations at either the institutional or beneficiary

level were available for review.

6.3. Conoclusions:

Based upon the field visits, no data was generated which could
be used for estimates of quantitative impact. If, however, the
estimated cost, sales and net income figures estimated by the FDD in
collaboration with beneficiaries are used, an order of magnitude of
the economic level of the beneficiaries can be estimated. In a
normal cropping season, with no natural or marketing caluamities, these
figures can be considered to be reasonably reliable.

) Coffee growers: Sales figures for both groups were
based upon average yields of 6.25 quintales 1(625
pounds)/hectare and a salos price of RD
$90/quintal plus a 48% foreign exchange premium
due to devaluation. The average holding for the
Santa Cruz group was 3.4 hectares per family and
average income RD$ 910/family. The average
holding of the E1 Recodo group was 1.55
Has./family and average family income was RD$ 440
per family.

As an indicator of the economic level of these families, it should be
recalled that being coffee growers, much of the food consumption must be
purchased out of earnings.

° Tobacco growers (Piloto cubuno) - Sale figures were

based upon a price of RD$ 95/qq and a yield level of

31qq/Ha. The average holding with 1.5 hectares/family
and average family income RD$ 1,850.

1 4 quintal = 100 pounds <
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° Beans (Habichuelas) - Sales based upon price of RD$

50/qq and yield of 39qq/Ha. Average family holding was
1.6 Has and average family income RD$1,830.

The above figures indicate that the coffee growing beneficiaries
of the foundation, even with their foreign exchange premiums, live at
a significantly deeper level of poverty than the beneficiaries in the
northwest cultivating seasonal crops. Given the extent of the land
holdings, and the unsuitability of their land for any orop other than
coffee, even with the foundation's help, they are consigned to a truly
marginal existence. The economic level of the beneficiaries in the
northwest is obviously of a different order of magnitude, though still
far from prosperous, when one considers the average family size is
five or six persons per household.

Al though the current level and the future potential increases in
income are better than those of the coffee growers, the cruel
mathematics of the situation are that the average size of land
holdings worked by the beneficiaries of the FDD, under the best of
attainable circumstances, will not generate sufficient income to raise
the income level of beneficiaries much above the poverty line, however
poverty may be defined.

The other conclusion which can be reached, even based upon a
sample of eight visits, reflects more on the FDD than its
beneficiaries. Preoccupation with the current financial management
problems of the foundation, and with the unfortunate history of
natural disaster-induced repayment problems of several years ago
should not distort judgments vis-a-vis the quality of the FDD's field
activities. The relatively large rural development program is being

executed in competent fashion, and within the limited potential
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possible, beneficiaries are better off as a result of the FDD's work
than if the foundation were not there.

In terms of the macro-economy, given the generally unrecorded
nature of land tenure among beneficiaries, and their general but not
total inability to qualify for public sector (Banco Agricola) credit,
the FDD can be considered to be adding to the total supply or‘rural
credit available. It is estimated in fact that the FDD is responsible
for approximately one per cent of the nation's agricultural oredit, a
relative impact far greater than that of the other evaluated

foundations.
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Te Institutional Relationship
7.1« With AID

The Dominican Republic is a recipient of USAID Economic Support
Funds., In fiscal 1985, the FDD received a counterpart soft loan of RD
$500,000 from the Technical Secretariat of the Presidency. The AID
Mission is also financing the Microenterprise program. AID officials
who wers queried concerning the FDD were of the opiniorn that its
reprogrammed field operations were competently administered, but

expressed some misgivings concerning the FDD's financial management.

T.2. With the Inter-American Development Bank

In accordance with the IDB's existing policy directives
concerning SOLIDARIOS member NDF's, there is no direct support of the
FLD by the IDB small projeots window. The FDD has received a peso

denominated IDB funded loan from SOLIDARIOS.

The IDB Mission in Santo Domingo is the direct contact between
the IDB and SOLIDARIOS, and by virtue of location is quite familiar in

a non-official manner with the FDD.

T.3. SOLIDARIOS

With both located in Santo Domingo, the official and unofficial
ties between the FDD and SOLIDARIOS are strong. The ties are somewhat
strained at present, however, due to failure to reach agreement on

renegotiation of the FDD's debt to SOLIDARIOS (as of November 1985).

T.4, With Others
The development foundation movement in the Dominican Republic is
stronger and more widely accepted at all levels of both public and

private sectors than is the case in quite a few other countries, A
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second foundation in the country, Mujeres Dominicanas en Desarrollo
(MUDE), is, in fact, also a member of SOLIDARIOS.

It would appear that given the high visibility of the FDD, and
given the support it has received already from the Dominican banking
industry, it should be able to renegotiate its way through its present

financial orisis without a severe curtailment of its field program,
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FUNDACION DOMINICANA DE DESARROLLO, INC.

ANNEX 1

FINARCIAL STATEMENTS FISCAL 1983 AND 1983
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TABLE 1

FUNDACION DOMINICANA DE DESARROLLO, INC.

BALANCES GENERALES

Activos

Efectivo, incluyendo US$223,141 en
1985 y US$71,408 en 1984, a las
tasas de cambio de cierre

Préstamos e intereses por cobrar
(Notas 2 y 10)

Cuentas por cobrar (Nota 3)

Inventarios de artfculos para la
venta (Nota 4)

Proyecto de viviendas para la
venta, en proceso (Nora 12)

Inversiones

Propiedades, muebles y equipos, neto
(Notas 5 y 6)

Otros activos

30 de junio

1985

———

RD$ 1,189,852

1984

RD$ 237,552

8,388,878 8,669,762
373,501 447,103
555,706 480,254
915,084 163,487

7,423 7,423

1,248,184 1,144,189

129,521 109,781

RD$12,808,149

RD$11,259,561

Pasivos v patrimonio

Préstamos a plazo (Nota 6)

Cuentas, intereses y gastos acumu-
lados por pagar

Avance para Centro-Taller Artesanal
(Nota 11)

‘ondos en administracién (Nota 10)

batrimonio:
Certificados de asociacién emicidos
(Nota 8)
(Déficit) ingresos acumulados

RD$12,505,918

RD§ 7,191,394

1,108,544 466,774
340,727 340,727
13,955,189 7,998,895
1,309,778 2,513,279
70,500 69,300
(2,527,318) 678,087
(2,456,818) 747,387

RD$12,808, 149

RDS11,259,561
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TABLE 2

FUNDACION DOMINICANA DE DESARROLLO, INC.

ESTADOS DE INGRESOS, GASTOS Y (DEFICIT) INGRESOS ACUMULADOS

Aflo terminado

30 de junio
1985 1984
Ingresos: ' T
Donaciones (Nota 7) [-RD$——-49l70ll——RD$.ﬁQA J2¢
Intereses sobre préstamos 722,662 612?337
Ganancia bruta en venta de medallas,
artesanfa y otros 184,590 240,28:
Cuotas de asociados 106,700 105, 83¢
Otros ingresos 223,613 223,56¢
1,728,582 1,788,327
Gastos:
Sueldos y servicios personales 714,526 719,525
Otros gastos generales y administra-
tivos 348,396 555,152
Fréstamos de dudoso cobro 16,354 7,243
Pérdida en cambio 2,999,324 -
Intereses 563,249 315,426
Depreciacién 92,138 86,108

4,933,987 1,683,454

(Deficiencia) exceso de ingresos

sobre gastos (3,205,405) 104,873
Ingresos acumulados al principio del
arfio:

Segln fueron previamente reportados 678,087 573,214

Menos - Ajusce al ‘estimadc para prés-
tamos e intereses de dudoso cobro
(Notas 2 y 10) 1,203,501 989,595

Mds - Fondos en administracién usadog
en el ajuste al estimado para prés-
tamos e intereses de dudoso cobro

(Notas 2 y 10) 1,203,501 989,595

Modificados 678,087 573,214
(Déficit) ingresos acumulados al final

del atfio RD$(2,527,318) RDS 678,087
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TABLE 3

FUNDACION DOMINICANA DE DESARROLLO, INC.

ESTADOS DE CAMBIOS EN LA POSICION FINANCIERA

Fuentes del efectivo:-
(Deficviencia) exceso de ingresos
sobre gastos
Mis (menos) - Partidas que no
requirieron (proveyeron) efec-
tivo:
Cuentas de dudoso cobro
Depreciacién
Cuentas y gastos acumulados
por pagar
Inventarios de articulos para
la venta
Intereses sobre préstamos
Intereses sobre préstamos por
pagar
Pérdida en cambio

Efectivo usado en operaciones
Cobro de préstamos

Usos del efectivo:

Préstamos desembolsados
Cuentas por cobrar

Proyecto de viviendas para la
venta, en proceso
Propiedades, muebles y equipos
Otros activos

Inversiones

Disminucién del efectivo antes de
actividades financieras

Actividades financieras:
Avances para Centro-Taller Artesanal
Préstamos obtenidos
Préstamos pagados
Préstamos eliminados contra la reserva
Aumento del estimado para préstamos
e intereses de dudoso cobro con
fondos en administracién
Ventas de certificados de asociacién
Fondos en administracién

Aumento del efectivo

Afio terminado

30 de junio
1985 1984

RD$(3,205,405) RD$ 104,873

16,354 7,243
92,138 86,108
23,295 17,493
(75,442) 62,251
(722,662) (609,024)
433,907 51,171
2,999,324 -
(438,491) (279,885)
1,465,526 1,213,354
1,027,035 933,469
1,655,366 1,142,658
(57,248) 65,533
751,597 163,487
196,133 253,235
19,740 20,485
- 5'000
2,565,588 1,650,398
(1,538,553) (716.929)
- 230,117
2,828,751 961,995
(328,981) (411,115)
487,838 -
705,546 989,595
1,200 1,300
(1,203,501) (979,595)
2,490,853 792,297

RDS 952,300 RDS 75,368
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1.

3.
4,
5.
6.
T,
8.

Asoc.
Asoc,
Asoc.
Asoc.
Asoc.
Asoc.,
Asoc.

Asoc,

FUNDACION DOMINICANA DE DESARROLLO, INC.

ANNEX 2

FIELD VISIT REPORTS

de Cafecultores Santa Cruz
Cafecultores El Recodo

Agricola El1 Progresso

Agricola Porfino Antonio Campos
Agricola San Rafael

Agricola San Antonio

Agricola La Clavellina

Agricola Talanquera
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Case No, 1: October 22, 1982

1.
2.
3.
4.
5.
6.
Te

8.

9.
10.

11.

Project No. 4569

Name of Group: Asociacion de Cafecultores Santa Cruz

Location: El Recodo, Bani, Province of Peravia

Date of Establishment: March 15, 1975

Number of Members: 30 of which 28 participants

Years Working with FDD: Firat loan

Purpose of Loan: Finance coffee harvest for 592

quintales on 1480 Tareas (95 Has.) Estimated sales value RD

$52,280; Estimated income RD $17,000 plus 48% foreign

exchange premium,

Amount of Loan RD$ 24,568; 8 mos. € 11.5%; total

payback $26,451 on 7/27/85.

Loan status at time of interview: Loan full reimbursed.

Present at interview:

Area supervisor for Bani: Heotor Soto

Director of Rural Development: Bienvenido Molina

SOLIDARIOS Official: Vanessa Saladin

President of group and supervisor of Centro de Aoopio.

Field Observations:

. As a result of loan, members no longer have to market
through intermediaries or deal with them for credit.
Result is that their net family incomes have increased.

) Cannot say that overall production has increased.

) Transport costs do not seem to be a problem; fixed
rates per quintal depending on location.

) As all production costs, except fertilizer are in
pesos, group has benefited greatly from free market
exchange rate, in spite of additional 36% export tax
after devaluation.
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FDD loan interest is 12%; Banco Agricola rate is 16%.
Some group members had received crop financing before

from the BANCO AGRICOLA, but the FDD loan was the first

they had received as a group.

Warehouse was financed on 50/50 basis under government
program, but government has never pursued
reimbursement, effectively converting the govermment
credit to a grant.

Coffee crop financing is a relatively safe form of
ocredit for the FDD, barring natural disasters such as
Hurricane David in 1979. The principal impact 1is to
allow beneficiaries to retain a larger share of income
from production by being able to avoid financing
through intermediaries.

Production patterns are traditional, same for
fertilizer use; did not appear that FDD technical
assistance had made significant impact on production,
but certainly had on assisting members to be more in
control of their enviromment than before.
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Case No, 2:

1.
2.
3.
b,
5.
6.
Te

8.

9.

10.

11.

Projeot No.: 4542

Name of Group: Asociacion Cafecultores El Recodo

Location: El Recodo, Bani

Date of Organization: August 16, 1980

Number of Members: 118

Years Working with FDD: 3

Purpose of Loan: To finance the harvest of approximately

809 quintales of coffee distributed among 84 members. Total

sales value est, at RD$ 72,810; production cost estimate

RD$ 48,217; net income RD$ 24,593. Cultivation area 2,022

tareos (130 Has.).

Loan Value/Terms: RD$ 43,281 for 8 months & 12%/yr. Total

Payback RD$46,T44

Current Loan Status: Loan was paid back in full on May 28,

1985. Have submitted another application for financing of

this year's crop.

Present at Interview:

Same as case 1 for FDD, SOLIDARIOS and evaluator;Pedro

Bernabe; President of Association; several other members.

Field Observations:

] Sawe as case 1

° Would like to see adjustment in local school schedule
to correspond to peak harvest period.

(] Group leadership quite astute.

N
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Case No. 3 October 23, 1985

1.

2.

3.

b,

5,

6.

T.

8.

9.

10.

11,

Project No. 4548
Name of Group: Asociacion Agricola El Progresso
Location: Maizal; Esperanza; Mao Prov. (30 km. west of
Santiago)
Group Founded: December 21, 1978
Number of Members: 32; 24 participating in project
Years Working with FDD: 6:.6 prev.ious' loans, all paid in
full.
Purpose of Loan: Finance planting of 558 tareos (36 Has),
approx. 1,116 quintales of production) of Piloto Cuban
tobacco. Estimated sales value of RD$106,000. (RD$95/qq.)
Estimated production cost of $64,147; net benefit $41,873.
Amount of Loan/Terms: RD$53,064 for 9 months €@ 12% per
annum interest.
Loan status at time of interview: Total loan amount $59,829
due on July 30, 1985 had a balance due of RD$375 on
September 30, 1985.
Present at Interview: Evaluator
Calixto Castillo, FDD
Juan Fernandez, FDD
Teofilo Rosario - member of group
(in charge of health affairs)
Pield Observations:
The inauguration of a new government gravity
irrigation scheme which reaches the land of all
participant members in combination with availability of
FDD. Credit has decreased risks associated with

tobacco cultivation and lead to expansion of area
oultivated.
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Credit availability permits purchase of more
appropriate levels of fertilizer, fungicides and
herbicides which account for about 35% of production
cost. All are imported.

Reportedly a shortage of machinery exists in the area,
leading to high rental costs for land preparation.
Neverthelss, since all of group's lands are in a flat,
intensively cultivated area, opportunity cost involved
in switching to animal traction for land preparation is
perceived as not being financially justified.

Overall impact of groups association with FDD and
availability of FDD credit for last six years has
been to reduce cultivation risks, expand area
under cultivation in tobacco, and reportedly,
increase average yields.

Tobacco marketing in the Northwest and Cibao

areas 1is more complicated than coffee marketing.
Group still sells to intermediaries who then sell

to Tobacco Growers Coop. To sell directly to

tobacco co-op would involve a formal association

with co-op; which involvea such conditions as
construction of additional drying and storage space;
min. production level of 1000 q/year, etc. All are
perceived as resulting in increased risk and financial
burden which group is as yet unwilling to take on.

Tobacco crop loans are consistent with FDD's policy of

consol idation and concentration on low-risk loans with
groups of known performance record.
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Case No, 4 October 23, 1985

1.
2.

3.

4.
5.
6.
7.

9.

10.

1.

Project No. 4549

Name of Group: Asociacion Agricola Porfino Antonio Campos
Campos

Location: 0OJjo de Agua, Guayacanes, Easperanza,
Valverde (30 km west of Santiago)

Group Organized: April 12, 1979

No. of Members: 25; 21 participating in loan

Years working with FDD: 3; Four previous loans

Purpose of loan: Plant 516 tareas (33 Has) of

tobacco (approx. 1032 quintales of prod.) of Piloto

Cubano Tobacco. Estated sales value of RD$98,040;

production cost, RD$53,788, est. net income RD$40,192.

Amount of Loan/Terms: RD$47,080 for 9 months 8 12%

per annum. Total payback RD$51,317.

Loan status at time of interview: Loan paid on July

9, 1985.

Present at Interview:

Evaluator

Calixto Castillo

Juan Fernandez

About ten group members

Field Observations:

[ ] As a result of previous loan for construction of
"ranchos" (tobacco dying sheds), availability of
irrigation from recently completed permanent
system; and increased use of inputs through
availability of FDD credit; the group has more
land in tobacco, and .ncreased average yields

(they said yields have doubled, but this is not
considered a reliable figure).
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In contrast to nearby El Progresso Group, this .
association has sold directly to Tobacco Coop but

- reportedly with mixed results, citing a one-year '

delay in payment and delays in weighing.
Intermediaries in area weigh and pay immediately
in cash.
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%,Projeot No.f”"‘

Asociacion Agricola San-Ratael

~?f’Name or Group.:

” Puerto Rioo, Sabana Cruz, Guabin Honte_

Cristo Prov. (95 km. northwest or Santiago)

yDate or Establishment* January1‘9~7'”

"Jumber of Members-‘ 22, all partioipating in projeoiié
ig;LfiYears working with FDD-V 2, four previou ‘10 ‘
 total of RD465,000 i o
,;7; Purpose of Loan: Construction of 21 tobaooo’drying

sheds; total oost estimated at nnws,goo Y
8. - Amount of Loan/Terms: RD$6, 17# e 9$‘for«three'years f

~ in three annual payments; total oos_;,H_m

9. ' Loan Status at Time of Interview{u
”"fyidue until January 3, 1986. Previou‘ loa ‘$;  :”"
L bepaid as scheduled. e R
10. Present at Interview:
Evaluator
C. Carillo
J. Fernandez
Four-rive group membera and several vooal non-
membera
 f1;€j?1e1d Observations
k;on The group cultivates a total of about 900 tareas (958
Has) of land in an isolated area of poor access
and irregular light rainfall. Principal crops
are low grade "criollo" tobacco and some
habichuelas. The agronomic potential of the area

is limited as there is no economically
implementable irrigation potential.
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‘ffﬁThé[group is in early stages of organization,
- but is considered a very good group by the FDD.

- The FDD has traditionally initiated financing
activities with tobacco groups with loans for

" "Ranchos." These are low cost sheds built of
locally available material whose cost is only a
small percentage of expected annual receipts. An
improved tobacco-drying operation should result in
higher selling prices.

Due to isolation and lack of transport, the grdup?
is completely at the mercy of marketing
intermediaries.

The group fits into the FDD's policy of working
with groups in isolated areas that government

- agencies do not reach. They have however paid

- back previous loans.

The FDD's operational policy of field
coordinators going to the groups and processing
credit applications with them on-site, can be
particularly appreciated with the group, located
20 km from pavement on a poor dirt road. If
soliciting Banco Agricola credit, repeated visits
to the nearest B.A. branch with subsequent cost
and loss of time would be required.
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»Case No. 6 fﬁfﬁffi; Ootober 23, 1985

1.

2

3

4.

8.

10.

'ProJeot No. 4572
Name;or Group.

| Group formed: April 9, 1981
“kithe proJeot

‘;f'rears Working with FDD:

kreimbursed.

cost: RD$36,472; net income RD$53.154.‘ The group also

Location: Carnero, Gueyeoin;k

northeast of DaJabon)

Number of Members°' 39\Mof{

3; 8ix previous loans, all

'Purpose of Loan: finanoe planting of 717 tareas (us

Has) of habichuelas (estimated product. 1.792

quintales). Estimated sales- RD$89,625, produotion*;’”

has loan applications for #4575 for tobacco ‘
(RD$20,755) and #4571 for rancho oonetruotion_v'
(RD$4,156)

Loan Amount/Terms: RD$29,132 at 121 ror rive months.

Loan Status at Time of Interview. Not availab1e°'

Apresumably acceptable if being approved for new finanoing

Present at Interview:
Evaluator
C. Carillo
Je Fernandez ;
yfArrived without previous notioe'at time ot

‘48roup’s weekl/ meetins
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M.

Field Observations:

Group cultivates rather good land,- although ‘area

13 characterized by 1rregu1ar rainrall.

It would appear that finanecing by FDD has led to
ingreased use of technical inputs.

No good opinions available as to whethebﬂf
production has expanded as a result of FDD
financing.

Project is another example of FDD's new policy qf

low-risk loans to viable groups with previous.
good payback records.

Assured domestic market for habichuelas.
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Case No.‘j‘ iff7:L;  October 2", 1985

fProJeot No. HGOR

 Name of Group. Asooiaoion Agricola La c1ave111nav

?3:if?Location°» Clavellina, Cayuco, DaJabon (15 km east of

w'"ﬂ‘DaJabon)

kApril 13.

'h._‘fdébup Fohnd;é? 
'5;:‘ Number of Members.a 39. of whioh eight re-
v-?f‘partioipants in loan.',TJ" N
6:VkQYears Working with FDD: - 5;%ébbr;;lbﬁ$ i6;;i6}‘§amej;
| ktybe is being repaid on time. - e
:7f Purpose of Loan: Finance purohase‘foéfibkegofléi;n;
(yuntas de bueyes) e E
8. Loan Value/Terms. RD$8,000 for three years G 9% Total
to be repaid, RD$9,260 in six payments.
fd.f Present at Interview: '
Evaluator
C. Carillo, FDD

Alfonso Fernandez Bute, FDD

About five or six members or group
11 Field Observations:

X ) The group's 39 members ocultivate approximately
’ 900 tareas (58 Has) in yuca, maize, papas, mani
in an area of rolling land and very irregular
rainfall patterns.

(] Given the availability of hilly land unsuitable
for other than pasture use, the opportunity cost
of maintaining oxen is low.

° Tractor plowing (rented) costs RD$13.50/tarea
With oxen the rental cost is RD$6/tarea. With
ownership within the group, the actual costs will
be even less. A demand also exists outside of
the group for rental at 50 pesos/day.
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 -The group is working 130 tareas of irrigated land

on a communal basis. They will cultivate
habichuelas and eggplant for export.

The dam was built by govermment; pumps donated by
West German govermment. Operating costs by
group.

The favorable economics in certain situations of
replacing mechanization by animal traction is
often not as well appreciated as it should be.
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Case No.-8-*:“*

.

' ”,;Nam}'of Group. Asociaoion Agrioola Talanquerﬁ

,fé;};

e
g 5;/i
’{:} »1oan. v
6
' f_ff‘on time. ? 

Te

8.

" ba approx. RD$2,625.

; -9-. “

10,

» fProJect No. 460"

: Group‘Founded- September 1, 1974

;Number of Membera° 22, of whom 3 aré‘included ‘in%

@purohased by three 1nd1viduals of group to,draw off .

'5 October 24, 1985

Looation. Talanquera, Sabana Larga, DaJabon;(ao km

northeast of Dajabon)

rpurpose of Loan,ﬂ;‘m? R

: water from stream to 1rrigate at tota; of 300 tareaa

(19 Has.) of land.

Loan Amount/Condition: RD$20,000 at 9% for three

years. The group also has applications for orop loans

for habichuelas (RD$4,861) and tobacco (RD$25,145);

Total payback for pump loan will be RD$23,623 or

$7 875 per pump owner. Annual payments per owner will

Loan Status: Pumps purchased and déii;éréﬁ;fffi;;£§
payment not due until April 1"1986. i TR
Present at Interview: : -

Evaluator

C. Carillo

B. Fernandez

One pump owner's wife
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11.  Field Observations:

Pumps will be used and paid for on an individual
basis by the three owners who will reinburse group.
Approx., 300 tareas in total will be irrigated by
the diesel-powered pumps.

Irrigation will ensure against orop loss and make
possible maize and habichuela cultivation in a dry
area.

One must question depth of technical/economic analysis
that led to approval decision; and the extent of
planned and irrigated cultivation methods training
necessary to ensure program success. If there was an
estimate of marginal benefits and costs associated with
pump use, it was not apparent in loan documentation.

In the prevailing economic enviromment, the payback
requirements will be rather steep for the three
individuals involved. It is obvious, however, that the
individual responsibility will be a stimulus towards

the proper care with which the pump viewed was
being maintained. The FDD and many other organizations
are well aware that communal ownership of mechanical
equipment generally results in rapid deterioration.
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Fig. 1:

Fig. 23

FUNDACION DOMINICANA DE DESARROLLO
ANNEX 3

TRAINING AND EVALUATION INFORMATION

“'Rural Development Program Training Aotivities - 1985 -

3:Eorma_and Procedures for Group Evaluation
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CUADRO RESUMEN ACTIVIDADES DE CAPACITACION REALIZADAS

POR REGION PERIODO JULIO 1984-JUNIO 1985,

GERENCIA DE DESARROLLO RURAL

ACTIVIDADES

REGIONES

SUR

SUROESTE

NORTE

NOROESTE

—TOTAL-

o eanr.

Charlas
Jornadas
Cursos

Talleres

Demostraciones = -

Circulos de Estudiélk}éflv”

Encuentros

Intercambios

Conferencias

238
58

222
66
2

i18
17
3

©oo3

389
.83
40

‘:;;:HJ;,

61

- 967
"224 ¥ :
a7 : 1.

. 18,519

7| w3e7 |

:ﬁs?déglg
s

TOTALES o




TABLE 2

Iﬂ)D: FORMS AND PROCEDURES FOR GROUP EVALUATION
_ CUADRDO
_epa R® | SECUIKIENTO RESPONSABLE FRECUENC 1A 0BJETIVO
1. Coordinador Anual Determinar e informar
acelrca de los grupos
que Integran area.
. : k ‘!
;2; derdlnador 1. Cada reunién aslstlda Evaluar reuniones de
B L 2. Bimensual los. grupos y determinar
3. Discreclional préxima actividad.
S 1. Coordinador N '
3. 2. Supervisor Quincenal o Prqgramaclon de Actlvlda-
Ll 3. Encargado DIvisiodn T : des. ' ~
%
-
1. Coordinador I .o S : :
h. 2. Supervisor Semestral Planear. vlsltas ‘a grupos
3. Encargado Divisién RS duiante perfodo Progra -.
0O ; -
C 1. Supervisor i Cada acclon de supar - lnformar activldadesﬁi
2. Encargado Division vision ejecutadas. :

G. - Coordinador Diario InJormar actlvldades

diarias.

7. Supervisor :‘Qulncehal<g? Reportar datos e lnfor-l
XD ‘ ‘ - iones, de actividades
S ej cutadas y programadas

~ y dtros aspectos de inter§
¥ .
i
- rfanrdinador i Anual Redoger resultados eva-

B
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1. Background
The Ecuadorean Development Foundation-Guayaquil (FEDED-Zona Sur)

or FEDEQUIL together with FEDED Zona Nbrte (?ED Norte—Quito) were’

chartered on July 3, 1968 as two branehes or the Equatorian

Development Foundation. Though legally chartered as a~single;avif

foundation; FEDEQUIL and FEDNORTE are effectively separate

institutions and oonsidered as such by SOLIDARIOS, and by the Panw
American Development Foundation with whom both are. arfiliated.f In
praetieal terns, the only relationship between the two roundations
other than legal 1s one of oeeasional liaison.‘: *‘.;“, “‘ l :
FEDEQUIL eurrently runetions at a reduced level of aetivity,
having a salaried staff or only two professionals, and no eurrent

credit operations.: It has never received finaneial support from

SOLIDARIOS. A loan request for $185,000 was submitted to SOLIDARIOSf

in September 1979. It was denied on the grounds that FEDEQUIL

possessed neither the institutional structure, nor an adequately |

designed program of developmental activities to justify granting of'b

the credit. This situation had not materially changed as of the time

of the evaluation visit to_GuayaquiIiin’November 1985.
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w2,7'fszﬂn123&innal_5&nﬂﬁin2§‘«T
: On paper, FEDEQUIL is organized along the lines of other
’fSOLIDARIOS members, vith an Executive Counsel, a Board of Directors,
ffan Executive Director, both a salaried and volunteer staff, and
{reportedly, more than 100 professionals, who can be oalled upon on a'7
ijolunteer basis to support and implement foundation aotivities. "

k. 'l‘he foundation operates in the provinoes of Hanabi, Guayas, Los
TRios, El -Oro, Azuay, Canai and LoJa, all of which are located in the
fsouthern ‘Guayas region and southeast of Eouador. | B
B The president of the foundation since 1980 has been Sr. Jose D,
Eeraud, a Guayaquil entrepreneur. The Executive Director position is
currently vacant, due to resignation several months ago. The acting
Executive Director is Ing. Fernando Marino G., a,salariedvstaff
~member. Staff members who function part time, on a volunteerbbasis
‘are the Program Director and the Administration Coordinator.‘ The only
,other salaried staff are a social promotor, two secretaries and
several custodial personnel. Lk

The social promotor has been associated with the foundation since
1968, but presently functions as a bookeeper.» The,informal‘v’
organizational structure of the foundation appears to’be dominated by
the president, who is reportedly also the foundation's principal
financial supporter. There appears to be virtually no delegation of
authority, responsibility or decision making’nithin the organization.
The Foundation has had an active credit program}in the past.

Interamerican Bank (IDB) information indicates‘that as of 30 June
1978, FEDEQUIL had a staff of seven employees, a loan portfolio of
$69,000, mostly in urban enterprise, assets of $154,000, a net worth

of $61,000, and a loss on operations for the preceeding year of
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$11,000. Aotivities apparently contraoted sharply thereafter, when the
Foundation reportedly encountered rinancial difriculties.. The i

impression whioh is conveyed at present is one of a nearly moribund :

institution functioning with a skeleton stafr and a highly’iﬁfa{f7 :

centralized, ir not paternalistio mode or operation.fn

" The. Foundation president states that he i wquite aware of the

relative lack of action in recent years, but that an:ambitious programf

for 1986 is now being developed.;
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n3.ng;_xe1iniss4_2rgsramsi_and_nn:iziiiss}
13 1._ ObJectives and Polioies v"<v°di

‘ As stated in their promotional literature, the basio obJeotive of
;FEDEQUIL 1s to: |
' "Provide opportunity, not charity, to Ecuatorians of limited
economic resources, in order that they may develop their ¥
potential to the level where they may be integrated into the
nation's organized econouic activity."” :
'FEDEQUIL policy, as reiterated by Mr. Feraud is that finanoial,
technical and managerial resources to be chanelled by the foundation
to its beneficiaries will be provided as much as possibie fron private
sector entreprenueurs in the Guayaquil region. Finaneial,assistanoe
will be in the form of oredit and never as donations;ﬁse'as to develop
independence rather than generate dependence. e | |
o Ultimately, FEDEQUIL, wishes to assist its beneficiaries, in the
non-formal sector sucii as small rarmers. market vendors, mechanics,
oarperters, etc. to improve their finanoial position to the level

where they may be integrated into the formai sector of the economy and

qualify for oredit from normal banking channels.

»3;2§_r 'Prdgramsfand’notivitiés
5;2;1. Previous Programs (1968-1985) k

o The fol lowing record of past activities is abstraoted direotly
from information contained in FEDEQUIL promotional literature,
Neither SOLIDARIOS, the IDB, nor the USAID Mission has recently
evaluated FEDEQUIL. Consequently, independent information concerning

the impact of the following programs is unavailable.

M



= . Aid to Small Business Entreprer-urs (micro empresarios)
The Federation established a revolving credit fund
accompanied by technical and administrative assistance for
small business owners who did not otherwise qualify for ‘
credit from other sources. the program financeqd a total of
2,758 loans for a total of 25.1 million sucres. o

The breakdown of beneficiaries by type of activities and amounté
loaned is as follows in Table 1.

‘ Table 1: FEDEQUIL SHALL BUSINESS PROGRAM CREDIT ACTIVITY

Business or Act'i\:rilfyk” " Number of Loans | " Loan Amount
P - (000's Sucres)

Housing Improvement 603 4,867

Small businesses 160 - 1,898
Tailors, seamstresses 198 ‘ 1,216
Butcher shens 80 343
Restaurants, cafeterias 11 ~ 739
Beauty parlors, pharmacies 93 940
Community projects 76 2,157
Shoe stores 102 785
Bakeries 622 : 3,9%0
Employees of Foundation 475 4,383
Members —
TOTALS : - 2758 , S/.25,163 \

This 1is presumably the same urban small industry and oommeroe
oriented program mentioned in the 1978 IDB 1nformation. Operations
were terminated sometime thereafter. as the program 1a no longer

active.

1 Exchange rates

1968 = $1 US/25 sucres
1982 = $1 US/33 sucres
Nov. 1985 = $1 US/117 sucres
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= . Tools for Education

-In a program that was implemented in col laboration with the
Pan American Development Foundation, FEDEQUIL distributed
tools and machinery donated by private enterprise in the
United States to non profit institutions of technical
instruction. Machinery with a value of two million sucres
(approximately $50,000) was donated to two universities, 8
secondary schools (colegios) and a vocational school.

- Operation Children

Thirteen public and private schools in the Guayas region
received small donations rrom the roundation for physical
improvements. : B . .

-  Medicine and Hospital Phogram

FEDEQUIL contributed vitamins, medicine and hospital
equipment to twelve medical dispensaries in the Guayaquil
area.

- Ald to Small Farmers

The Foundation has financed or donated equipment for small
irrigation and other projects in the Guayas Region. No
figures as to number of beneficiaries, amount of financing
or extent of area benefitted were available.

- Plastic Surgery Program in Machala and Santa Rosa

In a more recent program carried out in early 1985, the
Foundation organized and partially financed a program of
outpatient consultation and surgery for low income patients
with burns, hair lips, and other ailments of a disfiguring
nature requiring plastic surgery. More than 80 operations
were carried out in two hospitals in the adjacent cities of
Santa Rosa and Machala.

Though the FEDEQUIL proposes to be a development foundation; the
orientation of many of the above activities appears to be of a social
welfare nature, with the material§ and services being donated to

beneficiaries rather than financed.



3.2.2.

Current and Future Programs

FEDEQUIL personnel indicated that at present virtually no

activity directly impacting upon beneficiaries is being carried out by

the Foundation. Nevertheless a fairly lengthy list of programs whieh

are in various stages of design was produced. The list of the

programs is as follows:

FEDEQUIL: Action Programs 1985

Rural Development

Research and development of household scale food proeessing
industries to raise the nutritional level of the rural population.

Small industries for rural settlements.

Design and construction of low cost housing for rural areas and ;
colonization projects.

Design and production of agricultural machinery and tools.

Transfer of modern medical techniques to medical professionals
working in rural areas.

Urban Development

Professional training center in activities whieh generate self-
employment.

Development of low cost/high nutrition prooeeeedgfoed.
Low cost housing for the urban poor. v
Home for troubled juveniles

Professional and technical assistance for smell‘eee;e"entreﬁreneurs.

- Technology transfer in industries with export'petential;

'Credit for small businesses and trades.

Cooperative and social organization.



;f‘Medieal dispensaries in 1solated areasJ

‘-1 Organization of a technical and management aseistanee program
" utilizing retirees. . -

‘5Apart from some preliminary research which the aetingvexeoutive‘*
direotor is doing on some of the food technology projects and on the
sma11 bueineee'credit program, there was little indication of aotiv;t;
within the FEDEQUIL' offices on the other projeots;' The extent:' ‘o"f -
‘ourrent volunteer work 1n the planning and design or the above

'programe was not indioated to the evaluator.~
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No quantitative information of any sort was provided oonoerning

the FEDEQUIL financial struoture.x Financial statements, if preparedg

were not available for scrutiny.i‘t;iji:llﬂ~ﬁl | |

The foundation president indicated that he was quite aware that
audited financial statements wére a prior condition to the initiation
of discussions with potential international donors or lenders, and
that the Foundation was currently deficient in this respect. He

stated that these deficiencies would be rectified in 1986.
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335.1. Internal Procedures:

Internal opeating procedures, appear to be rather ad hoo.
‘Disoussions with the socizl promotor/bookeeper 1ndioated that the
'system of aooounting by funds praotioed by SOLIDARIOS and the other

evaluated foundations is not used by FEDEQUIL. All bookeeping 13 done

manually. -

5.2, Credit operations | |
No indication was given that aoy of the proviouoyoo:oiéhnod

credit programs mentioned are active at present.

5;3. Promotion and Technical Assistance

There is no organized plan for promotion and organization of
potential beneficiaries. Technical assistance provided by the
volunteer force would appear to be organized on an ad hoc basis as
required for the programs which the foundation organizes.

It is apparent that technical assistance in institional
organization and program development of the type which SOLIDARIOS,
PADF, IAF and other donor foundations could provide, would be very
beneficial to FEDEQUIL., Nevertheless, given the apparent internal
dynamics of the organization; acceptance and implementation of
assistance of this natiure, unless specifically requested by FEDEQUIL,

might be problematia.

belz



5.4, Human Resources

As previously noted, FEDEQUIL presently employs only two
profess:_l.onal staff. The aoting exeoutive direotor is a praoticing
chemical engineer. The sooial promotor 1n the absence or ourrent

foundation aotivity in this rield, is being used as a bookeeper.

5.5. Su"inmjaryA

| The enviromeﬁt_surroundin‘gﬂ‘vthe' foundation is quite
contradictory. On one hand,‘,theﬁre seems to be a very sincere
conmittment on the part or’ those connected with the foundation,’ -f'romv'}»
the president on down, to the concept of "development" and uplif‘t of :
the low income population of the Guayas region. Yet, the foundatio'ﬁ :
has proven for many years to be either unwilling or unable to organ;tze
the institutional structure, human resources, and financially viable |
programs characteristic of a successful development foundation. Apart
from the assertions of the president concerning the 1986 program,
there was 1ittle indication that this state of affairs was in the

process of near term transition.

<



_gsf;f;‘j'mmm of Field Aotivities
v No field visits were made as it was indioafed by the aoting
?exeuotive director that there were no Foundation aponsored field

aotivitiea ongoing at the time of the evaluation (November 1985).
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7. Institutional Relationships -
T.1. With AID B

Conversations with the USAID Mission Offioe in Quito and the
American Consul General 1n Guayaquil indioated that there is little
contact with and no runding of FEDEQUIL contemplated by USAID Eouador
at present. AID has selected the Eugenio Espejo Foundation to
implement the micro empresa program in Guayaquil analogous to the |

PRODEM project which is being implemented by FEDNORTE in Quito.

T.2. With IDB

FEDEQUIL has never reoeived IDB rinanoing of any sort., It is
unlikely that this situation will change under eurrent oiroumstanoes.
7.3. w1£h SOLIDARIOS

Cenﬁaeﬁ between FEDEQUIL and SOLIDARIOS apnears to be minimal.-
According to SOLIDARIOS statistics, only two technical assistance
visits to FEDEQUIL took place between 1978 and 1983. By contrast ten
technical assistance visits were paid to FEDNORTE during the same
period. The SOLIDARIOS representative who covers Ecuador indicated
that were it not for the legal obligations imposed by the Ecuatorian
Development Foundation's charter which mandates the continued
establishment of both FEDNORTE and FEDEQUIL, FEDEQUIL would probably .
cease to be a member of SOLIDARIOS.

The president of FEDEQUIL indicated that he had little desire for

broader contacts with SOLIDARIOS, This attitude is consistent witn

4=15
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what app@aré to be a strongly felt sentiment on the part of FEDEQUIL
to pursue its own independent path, however divergent it may bé‘from'

that of the other evaluated foundations.
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1. Baeksnnnnd' |

The Eouadorean Development Foundation (Fundaoion Eouatoriana
de Desarrollo) was rounded on April 26, 1968 . by a group’of private
sector entrepreneurs rrom both Quito and Quayaquil., The
foundation was organized in two divisions, Zcna Sur Guayaquil
(FEDEQUIL) and Zona Norte-Quito (FEDNORTE or La FED).; Both
continue to function as. autonomous organizations, being
oonsidered as separate and distinot roundations by SOLIDARIOS, or
whom both are members.~ | | “.> ‘

During its first ten years of existenoe,-the‘FED remained a.
rather small organization, having a staff orkten employees, a
loan portfolio of $108,000 (S/ 2,500,000) in 1;9‘76', ‘and an‘;.ﬁ
exclusively rural orientation in its operations. The loan
portrolio, quite of'ten had high derault rates, a eonsequenoe not
only of a series of draughts in Northern Eeuador, but due also to
lending policies which did not give high priority to the 1:n3;-?HT
financial feasibility of the social infrastructure proJeotsboein;ﬂi
financed.1 i

Lending policy was subsequently revised during the 1978/79
period, with higher priority given to economic and finanoial |
feasibility of projects being financed.

The current Executive Director of the foundation, Ing. Agr.
Sergic Guevara, assumed his position in 1979. During 1980 the
FED received its first financial support from SOLIDARIOS, and

also began a close collaboration with SOLIDARIOS in the areas o:pg

1 Information souroe:VIDB‘appraisal of SOLIDARIOS loan. -



finstitutional organization, projeot planning and evaluation
methodology, and implemention ot the system of‘ aooountins by f\mds.
. Sinoe 1979 the FED has experienoed a signiricant expansion
| or aotivities.f Loans outstanding increased rrom S/ 3.1 million
'($130 000) in 1979 to S/ 6.2 million ($2158 000) in 1980, S/ 12
million ($273,000) in 1983 and S/ 27.3 million ($345,000) in
1984.; l‘he starr increased during this per-iod rrom ten to 55
}employees. l‘he FED's aotivities oontinued to have a -
oompletely rural orientation until 1984, when the PRODEM pnogram
to provide credit and managerial assistance to street vendors and
‘micro entrepreneurs in Quito was initiated. PRODEM is financed
with a two-year $460,000 OPG grant of USAID.
As of June 1985, total assets of the FED were S/ 49.3

million ($550,000). loans outstanding S/ 34.7 million ($385,000)
'and net equity S/ 30 million ($330 000)
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in Figure 1.‘
The Regional Assembly (Asamblea Regicnal de Socios) is

composed of all the active members or the Foundation.h.They

contribute an initial capital donation and an annual membership fee,

The assembly meets once per year.wi_tffff7fi

The Executive Council (Consejo Directivo Regional) is
composed of fifteen members elected by the assembly for terms of
two years. The Exeuctive Director is the senior official of the
administrative staff, and is respcnsible for the operations and
administration of the foundation.

The central office of FEDNORTE is locatec in Quito, as are?H
the department directobs, accounting office and the PRdDEMe
Project Office. The foundation has a regional office in‘Guemote,
Chimborazo Province and a staff which works out of the’Training
Center at Uchugnahua on the northwest Pichincha project. The
payroll currently consists of 55 employees, of whom six are in
Guamote, and fifteen with the northwest Pichincha project in
Uchuguahua. Sixteen of the staff of 34 in the Quito office work
exclusively in the PRODEME project. Their operational costs are

financed through AID/AITEC implementation contract.
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3. Policles, Program and Activities:
3.1. Objectives and Policies

The objective of FED NORTE as stated in its chartef and its; |
promotional literature is to:

Rise the standard of living of the informal sector
through the channelling of resources to innovative
demonstration projects in the areas of promotion,
organization, training and technical assistance, which will
enable beneficiaries to establish control of their own
economic, social and cultural development.

The FED works towards these objectives through activities
among which are included:

- Group promotion and organization

- Training courses and éem%nars

- Group and individual technical assistance

- Assistance in marketing of production

- Revolving and longer term credit programs

- Planning programming and evaluation of onjgoing and

' projected activities. ‘
FEDNORTE is a very action-oriented foundation whose polioies are
flexible and adaptable to whatever opportunities may be presented
in pursuit of its general stated objective. The FED has no fixed
policy coucerning promotion. While it prefers to work with
groups, it will work with individual rural beneficiaries, in
regions where there is little tradition of group organzation, or
as mandated by grant conditions such as in PRODEM, A subproject
of PRODEM, the ICRW program is oriented exclusively towards

female beneficiaries.
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3.2, Programs and Activities

FEDNORTE ourréntljﬁiﬁfgotive“iq_thqueruralfaféas: Northwest
:Piohinoha Provinoe,.neanldhit&é Chiﬁb;faib;P§§{1noe;win the
Andean Highlands of Central Equador, and Morona Santiago
‘vProvinoé in the tropioal Amazon area of Eastern Ecuador. Another'
| rural project, the Carchi Potato Cooperative in the Northern Highlan
near Tulcan was terminated several years ago due to financial
irregularities among beneficiaires.

PRODEM is the foundation's only urban project.

The other major activity of the foundation, which is al;o located
in the Northwest Pichincha district, is the FED owned and
operated Sub-tropical Training Center at Uchugnahua.
3.2.1. Rural Projects

The rural programs of the FED tend to have a broader base of

activities than those of the other evaluatad foundations, encompassing
not ;nly crop financing and related extension work for already active
producers; but also the financing of completely new activity,
marketing assistance, and very active technical training programs. A
descoription of each project follows.
3.2.1.1 Northwest Pichincha Project (Proyecto Noroccindental
de Pichincha)

The project area is a sparsely populated, steeply sloped
diatrict of somewhat limited agricultural potential located 110
km. to 150 ka. from Quito. The predominantly Spanish mestizo
culture population, largely settlers within the last generation,
has been engaging primarily in woodcutting, slash and burn agriculture
and criollo livestock production. Indicative of the low value added,

extensive nature of these subsistence

5=-10
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aetivitiee ie the faet that the average land holding of FED proJeet
beneficiaries is in the 15ha. - 30ha. range, most often eteeply
sloped, unimproved pasture. | ‘ ( e

Road construction, albeitkstiil unpaied, and the'a;éieallefiif“ﬁ‘
electric energy in recent yeare have, however, brought to this onee
very 1solated area an important advantage. it is now only a three hour
trip from the 1,000,000 population Quito market area, where‘demand‘fer
daify broduets has outpaced supply in recent yearee | |

The FED initiated activities in the area in 1980. Since then, it
has established a comprehensive program of credit, technical '
assistance and training, which has resulted in the conversion of mosti
‘beneficiaries frem subsistence level activity to cash livestock and'ji
dairy production for the Quito market. Among the major prograav .

components are:

=  Caftle purchase sub-projegt: the foundation has

financed cattle purchase and stable construction for
both group and individual beneficiaries.

Since most beneficiaries have had little previous
experience in commercial livestock and milk production
or pasture improvement, the field extension and
marketing assistance aspects of the program are
particularly imporiant. As of mid-1985, 51 farms had
benefitted from the program. Initial emphasis has
centered on development of improved skills for
subsistence level criollo cattle raising; particularly
the introduction of a schedule of two milkings per day
instead of one, a relatively cost free, but difficult
to implement modification of traditional practice. To
upgrade stocks, the FED has also introduced a program
of artificial insemination.

An important organizational aspect of the cattle sub-
project has been the establishment, via the
collaboration of the FED and the Santa Elena
Cooperative, of AGANOR (Asociacion de Agricultores y
Ganaderos del Noroccidente). Through AGANOR, four
molasses feed distribtuion tanks and six agricultural
supply stores have been established in the region; and
an Austrian volunteer veterinariar and a Swiss
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techniocal sssistance group in milk processing have
worked with Asociation members,

Milk processing and cheese productjon: taking
advantage of the recent availability in the project
area of electric energy, and the aforementioned Swiss
technical assistance, five cheese plants have been
constructed which are supplied by an average of 95
producers and 3,100 liters/day of milk. The milk is
processed into natural cheese and mozzarella, both of
which find a ready market in Quito. One of the plants
at the Santa Elena Coop also produces gruyere and other
varieties of aged cheese. The remarkable feature of
the cheese program is that many of the producers were
not even raising cattle before 1980, and the
processing plants function on a completely cooperative
basis. At the present, more than S/ 9 million
($100,000+) have been invested in the program, S/ 5.7
million credit from the FED, S/ 1 million bank credit,
and S/ 2 million capital of members.

Pork production: in an attempt to raise the quantity
and quality of pork production in the zone, the FED
provides credit for purchase and distributes breeding
stock to individual families. In 1984, 210 animals
were distributed to 58 families who received 161
technical assistance visits.

Poultry program: the sale of stock to area
families is financed and supplied by the FED. The
objective is to raise local nutritional levels and
stabilize area prices for eggs and poultry.

Agricultural development: a component of the program

similar to the crop financing of other foundations. 1In
1984, 13 credits were granted for the purchase of
improved varieties of corn, beans, soya and vegetable
seeds.

The FED finances the sale of animal feed to
beneficiaries of the poultry, pork and cattle programs.
Much of the feed will be blended and packaged at the
Training Center in the future.

Non-conventional epergy: the FED has designed,

financed, and installed two biogas generators fueled by
animal wastes which gensrate methane gas for household
cooking and illumination. Though not quite
egonomically feasible in the low cost energy
environment of Ecuador, the units have demonstrated
operational feasibility, and offer potential for use in
isolated areas. The FED has also financed and promoted
the use of the "bomba arrleta" (See Annex 2), a
hydraulic principle pump which can transport water to a
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- disoharge level higher than the water inlet without the
need for an external energy source.

- JReforestation: the FED is currently planning a
reforestation and wood fuel farm program in the
seriously deforested area.
3.2.1.2. The Shuar Federation (Morona Santiago Provinoe)’
| The Shuar Indians are indigenous to the Amézdn lowlands of
eastern Ecuador. Groups of Shuar families (centros Shuar)'havg
cleared land to be used for cattle raising and to a lesser extent, -
agriculture., The Shuar Federation, which maintéins an office in
Quito, is an umbrella group of centros Shuar. During}1981, the FED*>‘
financed 12 centers of 182 families for the purchase of 238 cattle.
The loans totaled S/ 3,000,000 and was financed with SOLIDARIOS/AID
funds, An additional loan of S/ 1,935,000 was made in 1985.
Due to language, culture and distance barriers, the FED proviqés; 
only credit to the Shuar. The Shuar Federation itself manages - -

organization and technical assistance.

3.2.1.3. Chimborazo Province ProJeots"

The FED has been active in seven éomﬁunitiééAo£“Ch1mb6razo’
Province since 1979. Most beneficiaries are 6f iﬁdigenoué highléhd
Indian cultures.

Activities consist of group promotion and organization, technical
assistance, and credit for agriculture and livestock development, .
operation of community stores and assistance in marketing. As of
December 1984, the balance on loans outstanding to 45 groups was S/
3.6 million. In response to beneficiary requests for a marketing

center in order to minimize selling through intermediaries, the FED
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established the "Centro de Acopio" at Guamote. It includes the

t‘ol 1 owing f'aoil ities:

‘3.2.2.

3-2 52‘01 .

" Warehouse for corn, wheat, potatoes, vegatables, etc.

where the beneficiaries can market direct to consumers.

Agricultural supply warshouse for distribution of
fertilizer, fungicides, insecticides and acricultural
tools. Appropriate technical assistance by FED staff.

Community store - basic commodities. b
Training center - classroonm.

Finance center - establishment of a rotating credit
fund with capital from the FED, savings despoits or
members and international assistance.

Solar grain drying center.

Solar-heated hot water bathhouse.

Campesino guest house - a center where beneficiaries
may stay in a hospitable and fairly priced atmosphere

while doing business in Guamote, conditions markedly
different from the normal in such trading centers.

Urban programs.

PRODEM (Programa de Desarollo de Microempresas)
Small Business Development

Initiated in May 1984 with USAID Grant funds, this is

,the first urban oriented program of the FED, As desoribed in the

- AID project paper, the program's purpose is to:

+ « » establish a trogram for microenterprise development
which will consist of credit and related technical
assistance which will enable street vendors and
microenterprises to expand operations, thereby increasing
productivity and income, generating new employment and
strengthening precariouvs employment.

+ + +» a related objective 1s to demonstrate mechanisms by
which lending to the urban informal sector can be a
financially and economically viable activity.

5=14
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The grgpggbﬁdgéfnyEiﬁhéEfifsf;two‘yéafs‘of operation is ‘
$460',ooo‘j;f'i"qf‘which?'sao"s‘,oooiis for establishment of a,‘rot&a‘ti‘ng.
credit fund; #82,000 to support PRODEM project staff at the‘fEDl'
and other project operating expenses; and a $172,000 technical
assistance contract for AITEC, the project implementation
contractor.

Beneficiaries are of two claéses,'Street,vendors:orégﬁizéd
into "solidarity groups," and individual micréenterpriééb; _‘;
Beneficiaries receive initially small amounts of oredit‘for'sﬁort
terms (e.g., one month) for working capital, and qualify |
successively for larger amounts and longer terms. The'goalvis
for beneficiaries to eventually qualify for "formal system
credit," and for the program to be self-sufficient in two years.
The latter is to be accomplished by charging fairly high rates of
interest, but still considerably lower than what traditional
moneylenders would charge.

During the first year of operation (1 May 1984 - 30 Aprii
1985) 574 microempresarios received 2,067 loans totaling
S/ 42,714,000 (approx. $475,000), and 370 sol idarity groups of street
vendors totaling 2,024 individuals received 1,706 loans totaling
S/ 41,981,000 (approx. $470,000). By April 1985 the program had

reached a level of 78% self-sufficiency.

3.3. The Sub-tropical Training Center at Uchugnagua .

Shortly after announcement of its activities in the
northwest Pichincha area, the FED had established a rural center
at Santa Elena, adjacent to the milk and cheese processing plant

of the Cooperativa Santa Elena, At first it was merely a
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"resthouse for FED staff traveling in the area, but gradually it
 oame to be used for training sessionsvand agrioultural and
livestock demonstrations and tests. By 1983, the demand forvthé,
FED's services had outgrown Santa Elena's facilities. The:
decision was the made by the FED to purchase property and to
establish a permanent training center and demonstration farm ink
the project area. In 1984, the FED thus closed down the Santa
Elena center and established operations at the "Centro Multiple de
Capacitacion de la Zona Subtropical® (Subtrobioal Training Center)
at Uchugnahua. 7

The Uchugnahua Center is located bnv§70 has. of property,
purchased by the FED. The objectives of the training center are to:

- Establish a practical training center in livestock and
agricultural operations for area farmers and farm labor.

- Establish a mixed farming and animal raising colony for
area youth up %o the age of twenty-one. Each will be
responsible for management of one of the farm's
operations, receiving training and technical assistance
from resident FED staff, and will share in profits.

- Create demonstration farms and livestock operations for
area farmers where they may be instructed in new
techniques to be adopted in their own operations.

- Establ ish a nursery for vegetable, fruits, and trees for
reforestation.

- Establish a training center for practical experiments
for student agronomists at the professional level.

The training center's operations will be supported by
operating profits from the following operations within the
center's property:

- milk and cheese production and processing

- balanced animal feed blending and packaging operation

- hog raising and pork production for sale in the Quito
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= :_egg production and broiler fattening
=,  nursery sales
Infrastructure for the above operations is for the most part
already constructed and partial production is underway. The
school and visitor lodging center are also under construetion.
Until very recently, the center's establishment was financed out
of FED capital, but sinoe early 1985,vtheVAID loan guarantee fund

credit line is also being used.
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4. Pinanolel Structure
;ll.j'.‘deurc’ezsv of Fuhding ;
“‘;T»FEDNORTE'S sources of funding in recent years have oonsistéd 'Votz":‘

- Internally generated income from loan interest
‘ payments, investment of cash balances and
miscellaneous project operations;

- An annual donation from Partners of the Americas Col laborating
Together (PACT), used to support staff salaries and
administrative expenses related to project implementation;

; - SOLIDARIOS loans the the SOLIDARIOS/AID loan guarantee fund;

- The USAID grant for the PRODEM operation;

~ = . Local donations and membership dues.

i'”'rable 1 details the SOLIDARIOS credit disbursement;s to FEDNORTE,
the first of which was transferred in 1980. |

Table 1: SOLIDARIOS Loan Disbursements to FEDNORTE Quito

Year of Perding Loan
SAL/AID-06 $185,000 $170,000 1980 - 5%, 20 pmts,
8/83 - 2/92
15,000 1982 ~-
SaL/A! 350,960 100,000 1983 T
250,9%0 1984 - N
SCL/BID2 95,000 63,650 1982 - . 2) 5%, 22 pmts,
SOL/BID2 95,000 62,700 1983 - 2) 5%, 22 puts,
' e 6/87 - 12/97
SOL/BID 32,300 1984 31,350
SQL/CEE 105,000 35,000 1982 5¢, 22 mmts,
12/85 - 6/96
41,474 1984 27,826
TOTALS 830,90 771,784 - 3

1 Represents a guarantee deposited in US$ with Bank of America,
Mami. FED draws sucres from a 1ine of credit in the Central Bank
of Ecuador guaranteed by the dollar deposit with Bank of America.

2 Denaminated in Sucres at prevailing rate of exchange with dollar at
time of disbursement; payable in sucres with principal at sucre
value at time of disbursement.

3 Authorization expired in November, 1984,

5-18

7



" Table 5 of Annex 1, "Evoluoion de 1os Reoursos Conseguidos" shows the

1noome souroes of the FED by oategory in suores for theuperiod

1979-1984, and the average annual dollar exohange ratewrer each
year. It will be noted that looal donations have deoreased |
sharply as a percentage of total‘resouroes, andvthat the*FED's,
recent =xpansion has been financed e#clusively'nithAinternahionai;
donations and credit. | | | i
Table 1 indicates that the SOL/CEE and SOL/AID-O6 loans were
denominated in and repayable in US dollars. These conditions have
since been renegotiated so that prinoipal repayments will be in sucres
to be deposited in a local currency revolving fund, while intenest will
continue to be paid to SOLIDARIOS in US dollars. The SOL/BID loan was
disbursed in the sucre equivalent of dollars at the prevailing
exchange rate at the time of disbursemen_t. The “p__r::l.noipal will remain
fixed at that levellef suenes, regandless efksubsequent exchange rate_.
adJustments. | | | |
The SOL/AID credit of $350,960 has been deposited by
SOLIDARIOS in the Bank of America, Miami and a line of oredit in
sucres established with the Central Bank of Eouador against,thes;
guarantee. Interest on the deposit is paid to SOLIDARIOS.vE?en;;
the guarantee agreement, the line of credit may be used oniy fon7

the Northwest Pichincha cattle subproject.

4,2, Financial Statements
4.,2.1. Balance Sheet
The balance sheet by funds ror the FED ror ‘December 31,

1984 and June 30, 1985 are shown in Tablee 1 and 2 of Annex 1,

5-19. W L)



FlnaneiaI'Statements; Evaluated at an exchange rate of S/ 80/$US

1, on December 30, 19813, the FED's total assets were S/

46 300 000 ($580,000) and net equity S/ 15,700,000 ($197 000)
The distribution of assets by fund are as shown 1n;Tab1e 2.

Table 2: Distribution of FED Assets by Fund'
= December 31, 1984 v

- ' Assets % of

Fund (82 x 108 Total
SOL/AID C2a 5%
SOL/CEE/BID 11.0 243
' PRODEM CA3.T 30%
ICRW [EE-Y SE 6%

FED Development (Equity) = 8.2 17%
Others (IAF, etc.) f’_ﬁ;1“~'f | 18%
Totals 46 .4 1008

SOLIDARIOS and USAID supplied resources account for 65% of
total assets, which exclude the guarantee fund loans payable.

The SOL/AID fund appears to have been significantly decapital ized,
even when denominated in sources. At the time of disbursement, the
SOL/AID credit of $185,000 had a sucre value of S/ 4,615,000, whereas
sotal assets on 31 Dec. 1984 amounted to S/ 2,112,102, after allowances
for S/ 183,000 non-recoverable loans on the Carchi and Shuar projects
and S/ 264,000 accumulated depreciation on vehicles. The balance due
SOLIDARIOS on the loan on 30 June 1985 was $174,222, evaluated at
s/ 3,846,000,

As of 31 August 1985, loans outstanding drawn on the AID Guarantee
Fund line of credit, S8/ 15,600,000 had been incorporated into the

SOL/AID account, so that stated assets on that date were 3/ 17,980,000.
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4.2.2, Inoeme Statements

' Inceme statements f‘on calendar yean 19814 and 1 Jan. - 30 June 1985
are shown :Ln Tables’ 3 and ll of‘ Annex 1. | |

For 1984, total inoome, 1noluding SOLIDARIOS and grant
disbursements was S/ 36,000,000 and total expenses S. 21 190,000 f'or :
an operatins profit of‘ s/ 114 »810,000. Non donor income amounted to S/
6,790,000 or 32% of operating expenses, indioatins that the foundation
is far from being self supporting from internal ly generated income.

The 1985 budget (Table 6, Annex 1) projected total income of S/
41,200,000 and expenses of S/ 19,170,000 for a projected operating
surplus of S/ 22,000,000. Recorded figures for January 1 - June- 30,
i985 were income S/ 16,200,000 and operating costs S/ 9,150,000. 'i‘he
surplus apparently was used for expanding the loan portfolio, whose
balance outstanding inoreased from S/ 26,400,000 to S/ 34,700,000 over
the six month period. Most of the expansion was in the PRODEM
portfolio which increased from S/ 16,900,000 to S/ 21,460,000. The
BID/CEE portfolio increased from S/ 4,800,000 to S/ 7,900,060,,
4.,3. Ratio Analysis

Analysis of the FED's December 31, 1984 balance sheet indicatec

the following critical ratios:

Current ratioc __current assets = 8/20,281,000 = 3.65.
current liabilities 5,549,000
Liquidity ratio Current assets less inventory = S/15.320.000 = 2.76
Current liabilities 5,549,000
Debt ratio __Total deht = S/ = 0.36
Total Assets 46,366,487
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‘The ourrent ratio and liguidity ratio indieate that the FBD

balance sheet possesses adequate short term liquidity, though with
lower ratios than some of the other evaluated foundations.

- The debt ratio indicates that debt/assets is 0.36, a seemingly
manageable ratio for a nonprofit‘foundation of this nature. Dollar
edenominated debt had, however, been stated at the exchange rates in
effect at the time of disbursement, not at the rates in effect at the
time of balance sheet preparation. When the dollar denominated debt
is restated at current exchange rates,! the financial position of the
FED changes considerably, a factor taken into acocount in the
renegotiation agreement.

4,4, Debt Structure
The outstanding debt of the FEDNORTE on June 30, 1985 is shown in

Table 3.

1 The average annual free market exchange ratios of the sucre vs,
the U.S. dollar in recent years are as follows:

1979 - 2U/1 1983 - 4u/1
1980 - 25/1 1984 -~ 80/1
1981 = 26/1 1985 - 95/1
1982 - 31/1 Jan. 1986 - 125/1
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Table 3: Outstanding Debt Balahce: FEDNORTE 30 J'u’ne 1985 - 30 Aug. 1985

Debt Outstanding Not yet  Over-
SOL/AID-06 3,846,458  174,2201 $143,880 430,833 Denom. in sucres
SAL/BID-09 3,379,767 . Denomina- 3,379,767 1st pmt. 12/85
ted in
SCL/BID-10 3,644,000 Sucres 3,644,000 1st mt. 12/87
SOL/CEE 2,941,085 77,269 77,269 Denom. in
, : Sucres at 38/1
exch. rate
Loan Guara- Denoming=-
tee 16,985,6162 ted in - 30 Aug. 1985
Sucres
Totals $251,491 $221,158 $30,833

L Weighted average exchange rate for outstanding dollar debt, when
dencminated in sucres is &/ 27/$US1. ($251,491 equiv. to S/ 6,767,543).

2 As of 30 Aug. 1985.

The SOL/BID loans are repayable in sucres in semi-annual payments
beginning in December 1985 and December 1987 respaectively. The five
per cent annual interest payments on principal were S/ 318,000 in
arrears on June 30th. The principal not yet due is S/ 7,023,777
payable over twelve years. As of 30 June 1985, total dollar debt with
SOLIDARIOS consisted of $221,158 principal not yet due, $30,833
principal overdue, and $14,756 overdue interest payments.

Cross reference of the FED June 30, 1985 balance sheet and
the SOLIDARIOS statement of the same date for FED debt outstanding
indicated that the balance sheet value of the dollar debt due when

denominated in sucres had a weighted average exchange rate of S/
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27/4Us1, 85/4US1. The suare has sinoe'devalued to”a rate of S/ 125/$U81
5 in December 1985. . -

The impaot of devaluation upon the FED's finances can be
appreciated through analysis of the June 30, 1985 FED balance sheet,
which showed the following amounts:

Total Assets S/ 49,351,307

Total Liabilities S/ 29,801,399 of which non-dollar
' o liabilities: S/ 23,013,856

Dollar Debt & 27/1 S/ 6,787,543
Equity 19,549,908
If the balance sheet is adjusted to restate dollar debt at the
then prevailing exchange rate of S/85/$U.S. 1, the revised figures are
as follows:
Iotal Assets Liabilities and Net Worth T
S/50,000,000 (est.) Non Dollar Liabilities S/ 23,014,000

Dollar Debt Restated

at 5/85/3U.8. 1 21,368,000
Total Liabilities 44,382,000
Equity 5,618,000
5/50,000,000" " 8/ 50,000,000

lAfter restating dollar debt at S/85/8U.S. 1, net equity
decreases from S/ 19,550,000 to S/5,618,000 or $66,100.

Further inspection of FED financial statements showed that
between 31 Dec. 1984 and 30 June 1985 the loans payable portfolio
expanded by S/7,300,000 and, the cash balance went from a low
S/367,753 to being overdrawn by S/4,030,381. Invested assets remained

at 8/5,011,082 or 14% of loans outstanding. Such figures indicate

5-24

Ju¢




that the FED has a verypt;ghtcoash:géaerve;pgsitidnffdr thé.ﬁdalé"ér
its operations. ; U ﬁ | ! \'A  AR .

The tight cash flow reaerve position, coupled with the oontinuing
devaluation is oauaing a rapid deoapitalization of the FED 1n dollar |
terms, rendering repayment of dollar obligations virtually impossiblq,
even if operations were severely contracted.

It was recognition of the above process that led to the approval
by the Executive Committee of' SOLIDARIOS of the renegociation
agreement in July 1985. Similar dollar decapitalizations are now
occurring in all member NDFs whose national currencies have undergoﬁe

sharp devaluations;

4.5. Summary

After debt renegotiation the financial situation of the FED
has been put on a more manageable basis with the only foreign
exchange requirements being $16,500 annual interest payments (S/ 2.05
million at the current exchange rates). Since the FED is the only
SOLIDARIOS member NDF with a currently functioning loan guarantee
arrangement, it is extremely important that these credit arrangements
be scrupulously honored. To a great extent, the future viability of
the SOLIDARIOS movement rests upon the ability of SOLIDARIOS itself to
remain an effective means of chanelling resources untied by project
specific conditions to the individual NDF's. In a world of devaluing
currencies, the loan guarantee concept is one of the few instruments
available to SOLIDARIOS for maintaining this role. For SOLIDARIOS to
be able to establish additional guaranteed lines of credit in other
countries, FEDNORTE must be perceived as an example of a national

development foundation which can responsibly manage a loan guarantee

v



fund,'while}simultaﬁeously honoring its other'financial[bb}igatigns,
Failure in this regard would send very negative signals toyﬁahking'

systems in other member NDF countries.
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Sele iﬁtebnal Procedures
5.1.1._érogram Level

The successful establ ishment of integrated development
programs which are generatiné new economio activity where little
existed before, as in Pichincha; the establishment of the training
center at Uchugnahua and the rapid implementation of the PRODEM
program are testimony to the FED's obvious ability to organize and
implement relatively complex project activities under fairly limited
economic constraints. In all the FED does, one constantly sees
evidence of good prior planning, imagination, innovation, and the
ability to respond flexibly and rapidly to changed circumstances.

The FED operates on the basis of a constantly updated five~year
development plan and annual operating plans. An integral part of its
operating methodology and programming activities are regular exercises
in participatory project evaluation by the FED staff. These
brainstorming exercises and an emphasis on particpatory decentral ized
decision making are key elements in the innovative and flexible
approach to development which is characteristic of FEDNORTE.

A sample of loan applications and project documents which were
reviewed indicated that technical and cash flow analysis of loan
requests is generally satisfactory. The frequent participation of FED
management in technical assistance and promotion results in very few
new loans in Pichincha being approved without management having first

established personal islationships with beneficiaries.
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' '5.1.2. Administration : |

The FED has used the SOLIDARIOS Standard'funds‘aocounting
system since 1980. Due to the decentralized, relatively complex
nature of its rural projects and the large volume and short turn
around time of PRODEM loans, accounting procedures are somewhat more
complex than in other evaluated foundations and the accounting staff
somewhat larger. Accounting is partially computerized. Financial
statements and aocdunts data are prepared and issued bn'a monthly
basis,

An area which appears to require more attention is thq.gudit
function. Annual reports have not Eeen prepared for the last geveral
years, and it was not clear whether independent externai audits, apart
from that of SOLIDARIOS headquarters had or had not been carried out.
5.2. Human Resources

One of the readily apparent strengths of the FED is the high
morale, dedication, and generally relevant professional
preparation of staff. Of the total staff of 55, 31 are management,
technical, and field staff, 20 are support personnel and four are
Peace COrbs or other internativnal volunteers, generally with specific
technical expertise.

For PRODEM, a new field of endeavor, an experienced project
director is being provided by AITEC ¢? Cambridge, MA under the

technical assistance component of the AID implementation contract.

5.3, Promotion, Technical Assistance and Training
5.3.1. Promotion
The practice of organizing campesinos into legally constituted

groups 1is not as prevalent in Ecuador as in the other three nations
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visited. This lack is even more pronounced in northwest Pichincha,
due to the dispersed population and lack of a strong agricultural
tradition. Nevertheless, the FED has been Quite successful 1in its
promotion efforts, as 1llustrated by the pie-cboperatiﬁes which héveﬂ
been organized around the rural cheese;pbbcessihg plants, and’ihéfgﬁ
establishment of AGANOR. S g

In its rural projects, the FED does not utilize social promotars
per se, whose sole function is to "concientizar" groups. Field |
technicians and staff carry ou§ the promotion role in pragmatic ;
fashion by illustrating to often skeptical potential benefioiaries‘hoﬁ
the FED can be agronomically and economically useful to them. .

The process is somewhat different with PRODEM. The basic
function of the ten promoters is tc disseminate information about
credit availability and program qualification requirements and to
organize solidarity groups of potential beneficiaries. The proﬁoﬁers
also arrange short courses in simple bookkeeping and accounting
procedures for beneficiaries. The statistics for the program's first
year of operation, 5T4 individual micro- procedures and 370 "groupos
solidarios" organized, testify to the energy expended and
institutional capability for promotion. This is especially so in the
case of the "grupos solidarios" when one considers that their arrears
rate'is less than 3%, in spite of their extreme economic marginality.
5.3.2. Technical Assistance, Training and Publications

The FED maintains an active program of courses and

technical assistance for its rural beneficaries. In 1984, 31 oourses
| were given to 436 beneficiaries. The subject matter included

“artificial insemination, disease control, cheese production, egg
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produgtion, beef and~pork alathtéring}(prooquipg dnd marketing and:
vegetable péédﬁotion. . R o

Invteohniohl assistance and training, the FED cooperates closely
with the govermment, coordinating its programs for beneficiaries with
'” §ove£nment sponsored applied research or trials in the same regions.
| The FED has also received support, particularly in the Pichincha
Region from the Interamerican Institute for Agricultural Cooperation 1v
(ITCA), volunteer Austrian veterinarians, the Swiss Technical o
Cooperation in the milk and cheese processing plant design, and the
Peace Corps. Table 4 indicates the prasence of FED technicgl
assistance in the Pichincha area as measured by number of visits of
FED technical personnel to besneficiaries during 1983 and 1984,

Table 4: FED Technical Assistance Visits to
Northwest Pinchincha Beneficiaries 1983 -~ 1984

Number of Visits

Project Tvpe 1983 1984
Cattle raising 355 588
Poultry 72 393
Pork production 201 161
Agricultural production 1 50
Nonconventional Energy 25 Ly
Reforestation 12 12

Total 736 1,248

Source: SOLIDARIOS

Clearly, effectiveness of technical assistance cannot be measured
using number of visits as the sole criterion. Nevertheless, when one
eats fresh mozzarella cheese at its point of production in a remote
rural village in a plant fully equipped with stainless steel
proceasing tanks; and sees that all credits have been reimbursed when
due, and that both the plant and milk producers are operating at a

profit, aud then realizes that five years before most members of the
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cooperative were subsistence level woodoutters, one oannot fail to be

impressed with the fact that some very effective technologv transfer \

is taking place during these visits.

Both the 1ntensity and the. impact of technieal assistanoe of the :
FED will be increased when the Sub-tropioal Training Center at .
Uchugnahua becomes fully operational. |

In addition to verbally transmitted field extemsion work and
training courses, a more tangible expression of the FED's teohnieel
assistance is the number, variety, and stylistic relevance of the
training manuals it publishes for distribution to beneficiaries and
others. A lot of titles of publications produced’by the FED between ‘
1979 and 1984 1s included in Annex 2. Several of the "Gilda, Mi Vaea
Lechera” manuals were reviewed. The tone and style are excellent feéf

their campesino reading audience.

5.4, Credit Operations
5.4.1. Credit policies
Given the rather diverse nature of the FED's programs, there
has been considerable variation among them in terms of credit
eligibility, and loan terms and conditions. The basic conditions for’
the Pichincha and PRODEM programs which account for over 90% of the =
existing loan portfolio are as fol lows:
5.4.1.1. PRODEM:
- Solidarity groups: street vendors formed into groups
of four to eight members. Loans froam &/ 2,000 to
S/ 9,000 per member for terms of two to four weeks for
working capital. Effective interest rate including fees
of 4.5% per month.

- Micro producers: fixed assets less than S/ 725,000.
Loans from S/ 5,000 to S/ 100,000 and terms from two
weeks to four months., Effective interest rate
including fees also 4.5% per month.
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"5.4.1.2. Northwest Pichincha Project
'”‘ Terms and conditions vary s6ﬁ;what depending on type of
;mbrdjeot being financed. Loans may be to both individuals and
iérouﬁs. Of a random sample of files eiahined; the most
;réqrésentative loans were for thé purchasg of cattle and
 05¢§£fdct1on of stables. ’RepreSGnﬁgtiVevcdhditionsvwere:
. TermJS - 7 years with a two-year grade period. .
Interest rate: escalating ﬁith‘inflation-in i983, fﬁj-n1$i,¢i
~in 1985, 17 - 198, - R
" In all cases, real interest rates are ﬁegati#e (ourrent inflation
approximately 40% per annum). This combined with the grace period and
relatively long terms of the loans would normally result in
considerable decapitalization of the loan fund at the time of
amortization. New loans are however being financed in sucres under
the loan guarantee line of credit with the Central Bank so there is no
danger of loss of value of loaned funds,
5.4,2. Composition of Loan Portfolio
5.4,3. Source of Credit
As part of its monthly financial statements, the FED produces
computer printouts of loan balances outstanding by individual loan and
by project for each fund frca which the credit is supplied.
. Table 5 summarizes the composition of the loan portfolio in this
manner, based upon August 31,1985 data for the guarantee fund and

December 31, 1984 data for all funds.
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Table 5: Loan Portfolio Composition by Project and Source of
Funding: December 31, 1984

Balance Avg. per
Number of Payable Loan

Fund Project loans {Sucres) (Sucres) Remarks
SOL/AID CARCHI 2 123,000 61,326 non-recoverable
SCL/AID SHUAR FEDERATION 3 1,435,000 478,000
SOL/CEE N.W. PICHINCHA 22 1,716,000 78,070
SOL/BID N.W. PICHINCHA 47 3,095,000 65,850
Loan Guar- N.W. PICHINCHA 55 916,000 16,650
antee
1. Subtotal N.W. PICHINCHA 124 5,727,000

2. PRODEM MICROENTERPRISE 249 9,126,000 36,650

3. PRODEM SOLIDARITY GROUPS 367 7,782,000 21,204 (Per avg. group
of 6.2 members)

INTERAMER- :

CAN FOUND. BOLIVAR (CHIMBORAZO 19 1,59%,000 84,000 17 group loans

CANADIAN

HUNGER GAUMOTE (CHIMBORAZO) 27 2,074,000 76,000 All groups
4, Subtotal Chimborazo % 3,669,000
5. JOTALS
Rux‘al 175 10'951"000 -
Urban PRODEM 616 - 16,908,000 -
6. Total
Portfolio 791 27,908,000 -
7. Loan Guarantee N.W. Pichincha 71 15,652,000 220,450 As of 31 Aug.
Fund - 31/8/85 1985
SOURCE: FED

The figures of Table 5 illustrate the following data and trends.

- After only eight months of operation, PRODEM credit had
become 60% of the portfolio outstanding of an
organization that, for the first 16 years of its
existence, had a 100% rural clientele.

K
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During the first eight months of 1985, the loan

guarantee fund portfolio grew from S/ 916,000 to

S/ 15,652,000. A good deal of this balance was
refinancing of previous beneficiaries occasioned by the
rapid purchase price increase of cattle. S/ 6,846,000
was for various components of the Uchugnahua school
complex,

All new lending is being financed from USAID and
SOLIDARIOS sources.

FED credit is being increasingly concentrated in the
PRODEM and Northwest Pichincha programs.

Analysis of Loans in Arrears

The information obtained concerning the arrears situation of

:the various projects was as follows:

Carohi: A total of S/ 855,000 was disbursed between

1980 and 1983. S/ 732,000 was paid back.
The remainder S/ 123,000 is considered non-
recoverable.

Federation Shuar: The project balance from SOL/AID funds at

December 31, 1984 was S/ 1,385,000. On June
30, the balance had decreased to S/
1,170,152. A reserve of S/ 60,000 is being
set aside for noncollectables. A new loan of
S/ 1,935,000 from the guarantee fund was
granted during 1985, indicating that arrears
are not a problem.

 CHIMBORAZO: The outstanding balance of the Bolivar

PRODEM:

project (S/ 1,595,000); the reserves for
uncollectables (S/ 185,000); and the overdue
balance considered potentially recoverable (S/
398,000) remained unchanged during the six month
period. The balance (S/ 2,074,000) and the
reserve (S/ 234,000) for the Guamote project were
also unchanged over the same six month period.
The stagnant situation would tend to indicate that
significant repayment problems do exist. This
could easily be verified with normally generated
accounting data.

The PRODEM system is arranged so that new loans
will not be granted until the present loans are
repaid. The arrears rates for the street vendor
solidarity groups has been in the 2% - 3% range
throughout the program. Obviously, group pressure
combined with the extremely short term loans is
effective, The situation of the loans to
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individual microproducer beneficiaries is less
satisfactory; arrears being 15% at the end of the
first ysar of operation. The FED states that some
of this is due to market cycle problems, but also
that disappearance of beneficiaries after
receiving the first loan has occurred.

N.W. Pichincha: Reliable figures would be difficult to estimate,

: glven the recent expansion of the portfolio; and
the two year grace period for most loans. The FED
is of the opinion that arrears rates will be kept
to a satisfactory level due to the close
collaboration of staff with beneficiaries, the low
operating costs of most producers, and the ready
markets in Quito for milk, cheese and beef. Given
the prevailing two year period for most of this
credit, FED cash flow related to the guarantee
fund will have to be closely monitored. The
allowance for non-collectable loans remained
unchanged from December 31, 1984 to 31 June 1985
at S. 2,781,000. this figure amounted to 10.5% of
the end of 1984 portfolio, and 8% of the 30 June
1985 portfolio.

It is to be emphasized that in spite of the approximate figures
presented here, the accounting systems of not only the FED but the
other evaluated Foundations (except FEDEQUIL) do produce very up to

date arrears information for each individual beneficiary.
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6. Assessment of Foundation Impact upon Beneficiaries

The objective of this phase of each NDF's evaluation waa,to"

make some inference as to the economic and social. impact of,thé‘ 
foundation's activities upon beneficiaries, The approach uaed
vas:

- a series of visits/interviews by the evaluator with
beneficiaries at their project sites. As may be
appreciated, the judgements reached in this type of exercise
can only be of an impressionistic nature. Nevertheless, the
close contact in the beneficiaries enviromment does provide
a good qualitative feal for the nature of problems faced and
a measure of the effectiveness and relevance of the
foundation activities.

- review of other evaluations where available, particularly if
there are any quantitative indicators of impact.

6.1 Field Visit Report

The field inspection of Fundacion Ecuatoriana de Desarrollo
(Zona Norte) which took place on U~5 November 1985, concentrated on
the Northwest Pinchincha project.

The base of FED Norte operations in the region is the Sub-
tropical Rural Production School at Uchugnahua.

From Ucliugnahua, a series of visits were made to beneficiaries
throughout the region. Due to the rugged terrain and dispersed nature
of settlement, personal contact with beneficiaries was more limited
than was the case with the FDD and FUCODES beneficiaries:

Among the specific projects and beneficiaries visited in
addition to the Uchugnahua School were the following:

- Queseria Nuevo Horizontes de Paraiso:

This 1s a pre-cooperative group whose members have started
milk and cheese production with financing from the
Foundation.,

Two loans have been made to the group:
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S/ $4 905 000 7 years with a two year grace period and
. 14% annual interest rate to finance
 “ cattle purchase and stable construction.
& 1,425,000 5 years with 2 year grace period; 19%
interest rate to finance construction of
the cheese factor.

A visit was made to the cheese factory. It is still under
construction but production of natural and mozzarella cheese
has already started. The cheese operation was made possible
only after financing by the group of the extens:on of
electric transmission lines within the last elght months to.
the plant site.

0f the original S/ 6,330,000 financing, the current
balance is S/ 3,200,220 and payments are up to date.

Gerardo Alvarado

This beneficiary has a mixed small scale sugar cane (1 1/2
ha.) and aguardiente production (not financed by the
Foundation), and a cattle operation. The latter was
financed in part by the foundation but the loan has been
paid back in full. The most noteworthy aspect of this visit
was a demonstration of a "bomba arrieta®™ which Mr. Alvarado
has installed on his property. By means of a hydraulic
force principle, the pump can take water from a high suction
intake, and pump it to a yet higher discharge point without
use of an external energy source. This 1is an appropriate
technology solution to many water problems in rural areas
whose potential utilization has scarcely been tapped. An
information sheet about the pump is included in Annex 2.

Looperative Santa Elena

Located near the site of the FED Norte's first training
center, which was subsequently moved to Uchugnahua. The
cooperative has several hundred milk producing members and
produces a wide variety of cheeses including gruyere. It
collaborates with FED (Norte) and AGANOR (Asociacion de
Ganaderos del Nor Occidente) in the organization of
technical assistance and marketing "ferias.”

A beneficiary of the FED (Norte) adjacent to the Santa Elena
factory has a functioning manure fueled methane bio gas
generator, designed and installed by FED (Norte), which is
used for household cooking fuel and illumination by gas
lamp.

Queseria Pueblo Nuevo

A pre-cooperative group with 13 milk producing members,
Cattle purchase and cheese factory construction were 1\
financed by the foundation. The group operates a store on a
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key local highway, soon to be paved, through which much of
its production is sold. The store reportedly does a weekend
business volume of 8. 30,000, quite high by regional
standards.

- Redro Ortiz
A Pueblo Nuevo group member whose land is located in an area
accessible only hy foot or horseback. Received financing of
S/ 305,000 in 1983 for 5 years at 14.7% with a two year
grace period. Used for construction of a stable, the
materials for which all had to be transported by mule.
6.1;1. Field Observations
’ Of all projects of the five national foundations which were
| visited, the northwest Pichincha program is the one in which
foundétion activity has most directly resulted in the generation of
new economic activity where little existed before project
implementation.

The mountainous, marginal nature of most of the terrain in the
area renders it quite unsuitable for commercial crop production, a
factor which has led to the emphasis on dairy, hog and pnultry
development. Initial increases in milk production have been achieved
at low marginal costs through the introduction of very basic
technology and modified handling procedures. Further gains will
however require herd upgrading, improved animal nutrition, etec., all
of which will require more capital intensive investment and operating
costs.

Given the rapid growth of Quito and improved access via a paved
highway which will penetrate the area within two years, market
prospects seem quite secure for some time to come.

Possible difficulties which could arise in the future are:

rapidly escalating costs of cattle purchase could
decrease economic feasibility of darily activities.
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inability of the Training Center operating costs to be
covered by its internally generated cash flow. If
successful as a training institution, however, it would
be likely that donor funds could be acquired to cover
operating deficits.

6.2. Other Evaluations | | |
Two evaluations which contained estimates of quantitative impadta
of FED activities upon beneficiaries were located. The first was an
evaluation of the Northwest Pichincha project by the SOLIDARIOS
representative for South America, based upon a FED executed survey.
The other was a report on the first full year of operations of the
PRODEM project. It was prepared by the FED itself, and is a good
example of the FED's capacity for "auto evaluation" as opposed to self

promotion. The salient results of each are summarized below:

6.2.1. SOLIDARIOS Evaluation of Northwest Pichincha Project
- This evaluation was carried out in early 1985.
- Cattle purchase program:

For a group of twenty one beneficlaries, selected at
random, the following figures representing the before
project case, and the situation provailing on Nov. 30,
1984 were assembled.

For the 21 beneficiaries the total herd size

increased from 296 head to 538; milk producers from 76
to 114. Monthly production of milk from 13,600 liters
to 21,600 liters; cattle sales from § head to 88 head.
Pasture area increased from 244 Has. to 443 Has.

For all 21 beneficiaries, gross annual income
increased S/ 2,060,000/yr. to S/ 5,400,000.

In February 1985, the FED carried out a survey of 19
beneficiaries of the poultry, pork and cattle subprojects.
Some of the results of the survey are presented in the
following Table 6, in terms of change between the before
project and after project situation.

K
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‘Table 6: Results of FED Survey of 19 Beneficiaires of NW.

Pichincha Project

(Note: Figures represent change from Before Project to
After Project situation)

Poultry Projact

Economic Indicators {5 familiea)
1. Hectars of Pasture + 8
2. Hectars of Improved Pasture + 2
3. Hectars of Fooderops + 2.7
4. New Censtruction 6 coops
1 house

5. Investment in Tools

and Equipment + & 112,000
6. Mnthly Savings + & 1,400

7. Investment in Animals + & 701,000

Pork Project Cattle Project
{3 fapilies) (11 familiea)

0 + 79

0 + 43

+ 1 + 1
3 prod. units 11 stables
4 houses

+ & 12,500 + & 167.000
+ & 1,000 + & 7,650
+ §/100,000 +5/3,234,000

Social Indicators
1. Children Yorking Children Studying
Before 15 14
After 9 38
2. Participation in crganizations
Scale of Participation Bafore After
None 95% 5%
Little 5% 32%
Moderate - 268
Much - 37%

SOQURCE: SOLIDARIOS

6.2.2., FED Self Evaluation of PRODEM's Fiprst Full Year of Operations

The first full year of operation for the program which was

completely new both for the FED and for Ecuador was 1 May 1984 -

30 April 1985. Table 7 summarizes the aggregate figures of

impact for the microproducer and the Solidarity groups of street

vendors. Among the microproducers the most common activities

were shoemaker, seamstress, carpenter, bakery and mechanics.
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'rhe FED notes that in spite ot‘ the rapid turnover ot‘ loans

and the small value of loans, operating costs were 6 oentavoa per

suore disbursed.

Table T: PRODEM Beneficiaries: Aggregate Impact of
First year of Program Operations (1984/85)

Individual Street Vendor
Andicator Micro Prodicers Solidarity Groups
1. Direct beneficiaries - credit 574 2024
2. Direct beneficiaries - credit and
training 568 N. A.

3. Value of credit disbursed S/ 42,714,000 S 49,981,000
4, Average loan amount 20,664 s/ 4,707 per group
5. Employment generated T49 185
6. Average fixed assets before program S/ 148,000 N. A,
7. $ feminine participation 35% 65%
8. ¥ loans in arrears 14% 3%
9. § financial self sufficiency (pregram) 75% 824
10. Active portfolio S/ 11,920,000 Y 11,879,000
11. Other indicators of impact

-~ Investments in fixed assets 53% N. A.

- Salary expenses 8% N. A.

~ Raw material purchase J9% 100% (working capital)

- Savings generated s/ 7,584,000 Y 4,176,000
12. Courses (Accounting, Prod. Planning) 30 e
13. Meetings (motivation, guidance) 14 24
14, Evaluations 8 8
Source: FED

To better illustrate the impact of the PRODEM project at the

individual beneficiary level, the FED produced the fol lowing case

study statistics for two microprcducers and two sol idarity groups for

before and after PRODEM credit.
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Case 1: Mioroproducer/carpenter (female)
Number of loans - 7; current loan total S/ "5 000

Baefore Credit After Credit
Sales s 175,000 S/ 250,000
Capital 25,000 125,000
Profit 7|600 50 ,000
No. of employees 2 5

Savings - 13,300

Case 2: Microproducer/shoemaker (male)
Number of loans - 7; current loan total S/ 35,000

Before Credit After Credit
Sales S/ 85,000 s/ 250,000
Capital 60,000 180,000
Profit 100 30,000
Savings - 38,700
No. of employees 1 6

Case 3: Solidarity Group/street vendors
Number of loans - 8; current loan total S/ 72,000

Before Credif After Credit

Daily Sales - 8/ 800 s/ 1,800
Own working capital 25% 70%
Dependency on money lenders 50% -

Savings - S/ 39,100

Case 4: Solidarity group/street vendors
Number of loans T; ourrent loan total 8/ 72,000

Before Credit After Credit

Daily sales S/ 600 S/ 800
Own capital 33% 50%
Dependency on money lenders 80% -
Savings - s/ 8,000

6.3, C&nolusiona:

The field observations in northwest Pichincha lead to a very
obvious conclusion which is supported by the FED and SOLIDARIOS
evaluation data. By fortuitous circumstance of relative

acessibility of a large market to a sparsely populated project
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area, the FED has been able to initiate a prooess of direot
generation of eoonomio aotivity where little existed before.z

This impaot is to be differentiated from that oharaeteristio of
crop financing in already cultivated areas. ‘The iatter results in
better distribution of income to produoers through avoidance of
intermediaries, but less measurable, and probably smaller impact
in terms of inoreased economic productien.

The results of the PRODEM evaluation of individual mieroprodueers
parallel those of the FUCODES evaluation, indicating the very strong
employment generation potential of making available relatively modest
amounts of capital to established trade and small industry. In the case
of PRODEM, one new employment per $600 of total credit disbursed, and
1.3 new employees per beneficiary were generated, if the reported
figures are reasonably realistic.

The street vendor program figures show some surprising results.
One would expect a distribution impact similar to orop financing but
not the employment»generating potential; in this case, one employment
generated per eleven beneficiaries, i.e. one per every two groups.

The fact that these quuntitative estimates of impact were
available also indicates the effort the FED is putting into post

project evaluation.
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7.1, With AID

| The current direct invol vement of USAID with the FEDNORTE is via
the PRODEM grant. The AID guarantee loan fund agreement was arranged
By SOLIDARIOS, the FED and the Central Bank.

The USAID mission in Quito is not at the moment directly
supporting any FED programs, but ranks them as a competent, well run,
private volunteer organization, and is disposed to work with the FED
on any program which falls within its funding strategy which the FED

is capable of implementing.

T.2 With the InterAmeriﬁan Development Bank (BID)

The only current involves ant of the BID with FEDNORTE is via
SOLIDARIOS credits drawn on the SOL/BID fund. The BID Mission in
Quito states that they would be glad to work directly with the FED's
Small NonGovernmental Projects facility but that current policy
directives that BID missions are not to work directly with any

organization which is a SOLIDARIOS member foundation.

T.3. With SOLIDARIOS

FEDNORTE is a member in good standing of SOLIDARIOS. Sr.
Jorge Landivar, the President of FEDNORTE, is a member of the incoming
Executive Council of SOLIDARIOS. Indicative of the close relationship
between the FED and SOLIDARIOS has been the establishment of the Loan
Guarantee Fund and the close collaboration between SOLIDARIOS staff
and FED in tha establishment of FED's funds accounting system, and the

program planning and evaluation process.

‘M
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7.4, With Domeatic Donors “

Though no speoifio information or questioning was direoted
to this area during the visit to FED, the tendenoy in 1ooa1 donations
as manifested in Table 5 of Annex 1 would appear cq indioate that
the FED may be neglecting its domestic diplomatic rélations and
fund raising efforts. The recent rapid expansion has been funded

entirely from outside sources.
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Table 5, Annex 1

Recursos oconsequidos

EVOLOCION DE LOS RECURSOS CONSEQUIDOS
{SUCRES)

NOMBRE DE LA e

Donaciones ‘

l.ocales 1,063.821 506,689 357.432 501.044 - 987 .215 114.964

Rendimientos %0-759 1 ,'4%.829 2'0‘”0173 2 '091‘07‘“‘ 6 '6900767 8 '33905"5

Domaciones

Internac. 2'3050309 753 -9"“ 48 557 2'716 -55“ 3'79“0""7 27.“22031"

Prestamos

Internacion.

Desembol sados 0 ‘l,232.221 383 0529 2'96 1'0750 6'71108& 9'919."'89

Average

Annual Dollar

Exchange Rate 24/1 25/1 26/1 31717 - 4un 80/1
8=58



Table 5, Annex 1

Recursos consequidos

EVOLUCION DE LOS RECURSOS CONSEQUIDOS
J{SUCRES)

NOMBRE DE LA o
Donaciones ' ‘
Locales 1,063.821 506,689 357.432 501.044 087.215 114,96/

Rendimjientos %00759 1 .“96.829 2.0“1-173 2,09“07““ 6’6900767 8,339.5“5

Donaciones .
Internac. 2'305-309 75309““ ‘l% 0557 2,716-55“ 3'79“-“17 27'“22-31‘

Prestamos
Internacion.

TOTAL 3,829.889 6,989.683 3,269.691 8,274.092 18,184.281 45,796.31
Average

Anmal Dollar
Exchange Rate 2u/1 25/1 26/1 3171 /1 80/1

5-56 . }({)\)
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TABLY 6

FUNDACION ECUATORIANADE DESARROLLO “Fe0*

PROFORMA PRESUPUESTARIA A0 DE 1985

SUELDOS

PRESTACIONES SOCIALES
SERVICIOS FROFESIONALES
VIAJES Y DIETAS EXTERIOR
VIAJES Y DIETAS LOCALES
ALQUILERES Y ARRIENDOS

AGUA Y LUZ

TELEFONOS

ATENCIONES Y REPRESENTACIONES
MANTENTMIENTO OFICINAS

5'900.000
2'500.000
1'000.000
30.000
1'700.000
600.000
100.000
180.000
180.000
90.000

MANTENIMIENTO Y COMBUSTIBLE DE EQUIPOS DE

TRANSPORTE

IMPRESOS Y COPIAS

CARGOS BANCARIOS

INTERESES SOBRE PRESTAMOS
MATERIALES Y UTILES DE OFICINA
/\PORTE PERSONAL

CORREQS  CABLES

GASTQS VARIOS

IMPUESTOS TASAS Y MULTAS
MANTENIMIENTO EQUIPOS
CURSOS PRODEM

CASTOS JUDICIALES

SEGUROS

EQUIPOS Y MATERIAL DE APOYO

TOTAL

Bal?

1'200.000
150.000
100.000
2'800.000
700.000
620.000
" 50.000
500.000
180.000
100.000
120.000
200.000

50.000
120.000

+ 19'170.000

"



WANNEN ) AL ©, Lont. —
ﬁg FUNDIA I o= SLUATORIANA DE DESARROLLY
l"t! JCNA NORTE
h-a GUAYAMUTL 1494 ¥ URTENTE - TELFS, 571¢447-570004 - APARTACY 2525 - CABLE FE

INGRESQOS PROYECTADOS PARA EL ARO 1985

DELAFED
PO ‘ OPERACION PRESTAMOS
1 DONACIONES NACIONALES 130,000
1-p DONACIONES INTERNACIONALES PACT 7'221.900
12 ' ICRW 525.000 3'150.000
11 AITEC/AID 6'000.000 6000,000
INTERESES SOBRE PRESTAMOS
11 URBANOS 3'800.000
% :p RURALES 700.00C
1-FP DIVIDENDO SOBRE ACCIONES 800,000
1-FP VENTA DE MANUALES 100.000
1-FP-11 CURSOS 150,000
L5 CONSULTORIAS 200,000
9 PRESTAMO/SOLIDARIOS/AID (RURAL) *12°000.000
1. . PRESTAMO IIZ 500,000
19'626.900 21'650.000
SNEEEEESLuNNSE SaEsNtEERENET
Aproximadamente, ‘

* E1 50% se recibe en Acciones Liberadas, que sirven para {increment:
nuestra contrapartida de Avales.
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ANNEX 2

LA BOMBA ARRIETA

Lista de Manuales y Publicaciones
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agua es un {m bAsico parar La
eatd en aelacién directa con la
gdizidad y el bieneitar de una --

avicte hidrdulico es un didposi-
{droneumdtico que pucde ofrecer -
ibitidad de dotar d2 agua a & -
o de mejoran fa provisién de que
2 tanto para consumo fumiliar -
ara el uso de aniomaies domésticos
2.

i QUE ES UN ARIETE 1

2 ariete hidrfulico es una bomba
ftica que funciona con el impulso
1 comdiente de agua, pawa elevar
de esa aguz a una latia mayor -
1 del aitio de captacién de a -

hJ
-e

{ exdste suficiente agua impulsora
fuente, el ariete oparrnd Las v-=
¢ y cuatro (24) horas del dia como
eae una miquina de movimiento petr-
ot 2P cia Ar s matany n sombeA

=

de W A ™
) .

e cme mmememe -

:.'t vote
&

_/

g

Cémana de aire.-

v&tuula Chkeck.-

vd&tvula de {mpulsidn.-
vdtuula dc afimentacién.-

e e maew e -w

OQPERACION:

EL ciclo de bombeo del ariete e

desamolla de La siguiente maneta:

a) -

b) -

c)-

d)-

e)-

g)-

9l-

EL agua feuye por el tubo de Ampulsibn
{g} y pasa por {a vAlvula de Ampulsién

la inencia del agua en movimiento -~
cienra la vdtvula de impulsibn (3].

EL impufso de agua en el iubn d2 dmpul
si6n (5) arwoja algo de agna al inte--
nion de La camara de aine (1} y de aht
al tubo de descanga o de salida.

Lla conndente &e detiene.-

La vAlvula check (2) o de netencibn
ae cierra. .

Se abre nucvamente La vétvula de ---
impubsidn (3) para comenzarn el cicla
atha vez. [Este ciclo se nrepite d2 --
25 a 100 veces por minuto).

La vatvula de alimentacién d2 aire

peamite el aechastecimiento de aire
despides de cada ciclo, e impide -
oue la cdmtra de aine 4e {nunde2.


http:hiC~eJ.te
http:captacA.Jn
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= Caudal de agua disponible en Lta/min
.
- Altura en mctros desde La fuente de

ajua al 8itio en donde o3t el arie-

Le. (H).

- Altura en metrod a la cual debe sen
elevada el agua (h); con relacidn a
La ubicacibn del axiete.

= Caudal de agua de descarga necesaria
por dia {q). .

e e ca e e~ ne .-

= Caudal de Zla caida.-

=  Altura de caida.-

Rendimiento o eficiencia.-

*  Caudal elevado.-

. Altura de elevacisn de agua, -

;O B3 =
[ ]

EJEMPLO

S¢ se disponer de un caudal de cafda
de 25 Lts/min, a una altura de caida -
de 3 m ¢ se requierc subin el agua a -
22 m de altura. ;0ué cantidad de agua
clcvaria en 24 hovas 7.

T - Y " h « 22m.-

n = 50%.-
q - B3x3x05 _ 1.7 L¢s/min. -

22

es decin, 8 eleva 1.7 Lts/min bombeans
un Lotal de 2.448 L££3/24 honas.

—¥"

-= la tuberia de alimentacibn debe sen de
un material bastante nfqido, se necomien-
da el uso de tuberfa galvan{zada.

== la tuberfa de salida o efevacibn puede
ser de acuerdo a Las condiciones de poli-
fubo, pero es necesario que &sta esté Lo
mds recta posible pava evitanr péadidas por
§riceién o fowmacibn de befsas de aire que
bajarian el xendimiento det ardiete.

- -
\ r} -

CENTRO DE
INVESTIGACIONES
TECNOLOGICAS DEL CR

Bolivar N° 5-70
Teléfono N2 §274¢
Casilla N° J933

Cucnca - Ecnade



Lista de Manuales y Publicaciones
Preparada para La FEDNORTE

Serie de Manuales para la Formacion Agropeguaria

Una Casa Nueva para Gilda Mi Vaca Lechera
Alimentando a Gilda '
Crianza de Gilda

Ordenando a Gilda

Control de Mastitis

Inseminando a Gilda Mi Vaca Lechera
Industrializando la Leche de Gilda

Modulos

El Laboratorio de Industrias Lacteas

- Los Fermentos Lacteos

= El Cuajo de Queseria

- La Microbiologia de la Leche
Elaboracion de Guesos

- Elaboracion de mantequilla

Una Planta de Bio-abono-gas para Mi Finca
Crianza de Conejos

Uso y Manejo del Caldero para Queserias
Descripcion de un Proyecto Hibrido Avicola
Elaboracion de Queso de Soya

Guia Practica de Agricultura

Guia Practica Veterinaria

La Economia Domestica

El Arado Rompedor

Administrando Mi Empresa (I y II Modulos)
La Comercializacion

Folletos tecnicos

Aprenda a Mangejar su Ganado

Consejos para el Cultivo de Papas

Consideraciones Generales para Emprender una Exploracion Avicola
Consejos para la Crianza de Cuyes

Consejos para la Crianza de Cerdos

Otras Publicaciones

Memorias Formas Asoclativas de Productores que realizan Funciones
de Comercializacion con el IICA

Memorias El Credito a Grupos Marginales con la Fundacion Alemana
para el Desarrollo Irnternacional - D.S.F.

Diagnostico Socio-Economico del Noroccidente de Pichincha

Planificacion, Preparacion y Evaluacion de Proyectos, P.P.E.
Resumen del libro de SOLIDARIOS
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Catalogo de Organizaciones Privadas en el Ecuador
Folioteca para el Desarrollo

Metodos Seleccionados del Auto-financiamiento de Desarrollo
Comunitario

Fuentes de Recursos Financieros para el Desarrollo Comunitario en
Latinamerica

Medelo Educativo con Enfoque Hacia Unidades Economicas. En
Cooperacion con Creative Association

Normativo para Capacitadores
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1.  Background o |
The Fundacion del Centavo (FUNDACEN) was founded in September
1962, Fifty businessmen each uontributed Q1,000 to establish its
initial capital base.! FUNDACEN was the first of what later came to
be known as national development foundations (NDF's).
The original charter of the foundation states that FUNDACEN would be
"a nonprofit organization to promote mutual assistance
based on the philosophy that the inhabitants of rural
areas will do their own work, pay their own expenses and

purchase their own materials for all projects which they
undertake.™

At the time of its inception, the Foundation's first program was
to finance the construction of latrines, water systems, and clinics in
the rural areas of Guatemala. In the twenty-two subsequent years,
thousands of beneficiaries in the rural area of the country have
participated in a variety of programs sponsored by the foundation.

The emphasis in the character of the programs has gradually shifted
over time from social and physical infrastructure support to credit
assistance for productive activities.

The target group of beneficiaries of FUNDACEN, regardless of the
nature of program, has always been in the rural sector of the country.
During 1984, 143 years groups were financed for a total of 892,000,
Since 1962, it has made 2,364 loans for a total of Q 9,082,000. As of
the end of 1984, the Foundation had a loan portfol io outstanding of Q

1,767,512; assets of Q 4,390,098 and net equity of Q 1,856,438,

1 Until 1985, the exchange rate of the Guatemlan quetzal (Q) was on
a par with the US$ (1Q = $1US). The exchange rate is now quite
variable., At the time of the evaluation (Nov. 1985) a
representative rate was Q 3/$1.

X
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2. QOrganizational Struoture

FUNDACEN 1is organized along similar lines as the other
foundations who are SOLIDARIOS members, with a general assembly and
volunteer board of directors and a salaried administrative staff. The
general assembly has approximately 350 members, either private sector
companies or individuals. The board‘of directors has nine members,
The current president is Sr. Antonio Aycinena Arrivillaga, who was also
the president of SOLIDARIOS for the 1981-1985 term.

The administrative staff of FUNDACEN is presided over by the
General Manager, Ing. Hernan Quan Berducido. Reporting directly to
him are the directors of three departments: Support Programs,
Development Programs and Finance and Administration. The central
office is located in Guatemala City. Regional offices are located in
Chimaltenango and Quetzaltenango in the Western Highlands, Jutiapa in
the Eastern Highlands and Chuquimulilla in the Southeast Coastal Plain.

The staff of FUNDACEN consists of twenty-two professional,
administrative and support personnel in the central office; eight in
Chimaltenango, eight in Quetzaltenango, seven in Jutiapa and two in
Chiquimulilla, or a total of forty seven salaried staff. The regional
offices are staffed by regional coordinators, field technicians, and
one secretary each, Most of the face to face contact with
beneficiaries is done via the regional office personnel.

The character of the beneficiaries in the Western Highlands is
quite distinct from elsewhere, the majority being of the indigenous
Mayan culture. As a result, to function effectively, the personnel of
the Chimaltenango and Quetzaltenango offices must be able to
communicate in Quiche as well as Spanish.

The organization chart of FUNDACEN is shown in Figure 1,

)



(-9

¥/ vIHOy

ORGANIGRAMA ESTRUCTURAL DE LA FUNDACION DEL CENTAVO

ASESORIA FINANCIERA

e — e G G —— ——— . — ——— ——

ASAMBLEA GENERAL -

CONSEJO DIRECTIVO = — — e e e e

GERENCIAGENERAL == = — = e — ]

AUDITOF £ EXTERNA

ASESORIA LEGAL

DIRECCION DIRECCION DIRECCION
FINANCIERA ADMINISTRATIVA PROGRAMAS DE DESARROLLO PROGRAMAS DE APOYO
|
DEPTO. DEPTO. DEPTO. DEPTO. PROGRAMA PROGRAMA PROGRAMA , PROMOCION
contaBiLl-| | estaDis- ANALISIS DEPTO. COMPRAS Y PROYECTOS DESARROLLO COMPRA-VENTA CIRCULO DE Y RELACIONES
DAD TICA Y PRESUPUESTO| |PERSONAL | I 0 isTROS economicos| | | HaBITACIONAL DE TIERR.: COLECCIONISTAS PUBLICAS
— Oficina Regional Chimaltenango
M Oficina Regional Quetzaltenango
—~ Oficina Regional Jutiapa
— Oficina Regional Chiquimulilla
/\v = Proyecto Piscicola

I\



3. - RPolicies, Programs and Activities
3.1. Policies

The basic philosophy of FUNDACEN is summed up in Spanish as
"Ayuda para quienes quieren ayudarse"™ ("help for those who want to
help themselves"). Consistent with the philosophy FUNDACEN requires a
high level of group participation in prograus which it finances. The
foundation works only with legally constituted groups of ten or more

beneficiaries and will assist potential beneficiaries to organize.

3.2. Programs and Activities
FUNDACEN has two basic classes of activities:
- credit, promotion and technical assistance for the rural poor in
variety of programs under the direction of the Dept. of Economic
Development

- support programs of an income generating or fund raising nature
under the Support Programs Department.

The currently active economic development programs are the
agricultural credit and fish culture programs; minimﬁm requirements
housing program, and land purchase program. The support programs are
those of information and public relations, fundraising,and coin sales.

Each of these programs is desoribed in more detail in the

sections which follow.

3.2.1. Economic Development Programs
3.2.1.1. Agricultural Development Programs

The principal activity of this prograh is the granting of
credit for crop financing to groups of small farmebs, working their
land on an individual basis. The Foundation finances only the
purchase of technical inputs (fertilizer, pesticides, ete.). It does

not finance 1abqr for planting or harvestins. The principal orops

6-8
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financed are corn, wheat and beans, followed by sorghum, potatoes,v"
‘ garlic, onions and other vegetables. During 1981l, the Foundation
financed the orops of 2951 beneficiaries grouped in 125 associations ,
for a total of Q 570.000. This latter amount constituted :

approximately 201 of estimated produotion costs, the rest being labor

and/or cash investments by the beneficiaries and their families,,:The
low percentage of produotion costs which is financed refleots the
foundation's philosophy of encouraging the beneficiaries to maximize
as far as possible, the utilization of their own resources, rather
than inducing a situation of dependency of the beneficiary upon the}
Foundation via excessive credit relative to their minimum essential b«
requirements., | |

In addition to the crop financing, the foundation also provides
assistance in group organization and operation, and agronomic .
technical assistance as required. As an indication of the eoonomic"
level of the beneficiaries, the extension of land cultivated by the
2951 individual beneficiaries under the finanoing was 8542 manzanas,.
(5980 Ha.) or an average of 2.9 Mz (2.0 Ha) per family. The ke
percentage distribution of crops financed by area planted was corn -
55%, wheat 23%, beans 17%, and vegetables 5%. The average loan was Q
195/family. The magnitude of these figures_indicate,olearly that the :
typioal»beneficiary of the program(is funotioning'at a slightly above}g
f"the subsistence level of the rural society. | |
“"; - Fishculture project.

This project consisted of the financing of construotion of 32

family operated fish farms (avg. size 130m2) in the munioipios of

Quezada, Mojuta y Cenguaoo in the department of Jutapa.ii

6-9 | }Vﬂﬂ



‘stock was provided'byfa,government hatchery and technical assistance

was provided by U.S. ;Peao}e Corp Volunteers. -

3.2.1.2. _Hinimun Needs Housing

| ‘The minimum needs*housing nrogranvis onrrentiiithe‘mosf”‘
faotive oredit program after orop finanoing. It is finanoed with
T‘Organizat:ion of American States (OAS) funding. FUNDACEN finauoes and
Eoontraots for the oonstruotion of basio housing of two different ‘
"designs. The houses have two rooms yith an enclosed area of}31.8 me
and a covered porch of Tm2. Thefwalis are of concrete block; roof of
galvanized zinc, floor of;oonorete\and there are two windows and two
doors, kj: ; |

There is no provision in the design for running water or
‘flatrines.'1 The house offers proteotion against earth quakes and
.{aiiogs for ease of expansion. Eligible beneficiaries are those who
ana;e°organized in groups and who live in rural communities and whose
;eoonomio condition does not quality them for partioipation in the
?formal housing market or to finance construction themselves. The cost
‘to the benefioiaries is Q1300 per house, payable in 10 annual payments
sof Q130 each, with no interest charges. I
. A8 of the end of 1984, 209 houses had been built for 14 groups in
*the dopartments of Baja Vera Paz, Santa Rosa and Jutiapa. Hany~of the
Vsame benefioiaries are also participants in the crop finanoing k
rprogram.. o ,
“The objectives of the program from FUNDACEN's point of view are two

- to serve as a demonstration project to other members of the
community to improve their own housing.

- the substitution of concrete floors for dirt floors produces

an immediate improvement in the environmental health of the
beneficiaries.

6-10 ),ﬁ?



3.2.]1._3. Land Puroha
The land purohase program is a pilot projeot which is

attempting to oarry out land redistribution entirely through the

Private seotor. .

f lts design has been motivated by the failure, for whatever

reason, be it politioal, eoonomio, or social , of tradi ion.

reform programs throughout Central America. ’rhe program is finanoed

with U.S. AID Mission t‘unds, j L

The objective ot‘ the program is the purohase ot‘ agricultural land

on the open market f'or resale to benefioiaries. The latter, with the;_

technical assistance of the foundation will then undertake produotion
of nontraditional cash orops, whioh it is planned will generate a cash

flow sufficient to cover the land mortgage and the crop financing. |

The foundation will purchase land for 50% cash down payment and 5

year certificate of guarantee for the balance. It will resell to '
beneficiaries for 10% down, with twelve year mortgages for the
balance. -

FUNDACEN hopes to generate a resale market for the mortages :I.n
order to finance the purchase of additional land. l e

This program only began in 1984 and as of the end ot‘ the year
only two farms with an exteneion of 73 Mz, had been purohaeed for
redietribution to 25 benefioiaries. The U.S, AID Hiesion in Guatemala
‘will make up to $2 million available on a donation basis to the
Foundation for the land purchases. The foundation is, however,
proceeding cautiously in its implementation due to the program's
relative complexity and the need to assure that the first

demonstration projects will be sucoessful.
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3.2.2. Support Programs ST L e )
' In addit:l.on to the publio relations and promot:l.on aotivitiea
related to fund rais:l.ng, the Foundation oarr:l.es on an aotive program

'of ool lectors coins sales. Th:ls program raised Q 73,000 :I.n net inoome-i

in1983.



4.  Financial Structure
4,1. Sources of Funding

FUNDACEN has been in continuous operation for twenty=-two years,'
and over this period has received financial support from many sources
public and private, domestic and international.

Having been one of the original founders of SOLIDARIOS, and
always having been soundly organized, FUNDACEN has received more
SGLIDARIOS financing than any other foundation except the FUNDACION
DOMINICANA, $1,395,000 to date.!

Table 1 details disbursements from SOLIDARIOS by fund.

The last disbursements of SOLIDARIOS funds to FUNDACEN were made;,,
in 1982. None have been made since then (in spite of the fact that '  ,
the Quetzal did not begin to devalue until 1985) due to the
restriction on both the AID and BID funds of a maximum of $550,000 per
foundation, |

Other sources of Foundation support of current operations are  : ~

shown in Table 2{

1The'deinican bévelopméﬁt Foundation has raoeivédf$1,690,dobl
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Table 1. SCLIDARIOS Disbursements to FUNDACEN
1978 - 1982 ($0S) o

Amount Amount Year of

mc-r $ 45,300 $ 45,300 1978

- SI/ADD 185,000 185,000 1979 5%/3yrs. grace/14 semi-
S ’ . . ,: annual pmts. 12/82 to 6/89
;S‘(“)L/AID II 365,000 3‘65@00“.{{’}‘*«?7 :‘?_;’,19‘82- 5%/2 yrs. grace/8 semi-

annual pmts. 6/84 to

BID/FFFS 250,000  250,0002 .~ 198 58/3 yrs. grace/2l semi-
S N A annual pmts. 10/84 - 4/96

BID/CEE 550,000 185,000 ~ - 1981  58/3 yrs. grace/2l semi-
. o annual pmts. 11/84 - 5/96

Totals ‘ $1,395,300 $1,395,300

1 Per original terms, all loans except from the BID/FFPS fund must
be amortized in U.S. dollars. Proceeds of the loans were
converted to Quetzals at an exchange rate of $US 1 = Q1.
Amortization at current exchange rates would require the
purchase of US dollars on the open market at a price of between
3 and 4 Quetzales/dollar.

2 Denominated in Quetzales at exchange rate of Qi/U.S.$.

Source: SOLIDARIOS
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‘Table 2. Non-SCLIDARIOS Sources of Support of
FUNDACEN Current Operations: 1985

1. USAID Mission $2 million Advanced as required for land purchase
R o Sy program on donation basis. $200,000 of
grant earmarked for support of traditional

R programs.

2. Org. of Am ' /00,000 ©  One time domation for use in mini-

States (OAS). RERERR v 0 LI mum housing program '
3. 0AS - - Q325,000 Sane a3 above-~disbursed via Gov. L

I B of Guatemala - :
4 OAS © @50,000 -+ One time-minimm housing program. |
5. Govt. of Guatemala Q 50,000 Annual contribution for operating expenses
6. Guatemala private Q 50,000 : Average annual support for opera-

sector L ting expenses
7. Miscellaneous do- Q600,000 Total of miscellaneous additional

nations S donations between 1976 and 1985
SOURCE:  FUNDACEN '

4.2.  Financial Statements '
4.2.1. Baly‘a"nce Sheet |

Comparative balance ‘eheets for FUNDACEN on 31 December 1983 and
1984, expressed in Quetzales at an exchange rate of Q1/US$1 are glven
in Table 1 of Annex 1, Financial Statements. Total assets were
Q4,390,098 in 1984 and Q4,233,600 in 1983. Equity was Q1,752,159 at
the end of 1983 and Q1,856,438 at the end of 1984,
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, As of. Ootober 31, 1985, foreign loans payable had been restated

atlan exohange rate of Q2/$US1, inoreasing this liability rrom |

: Q1,009,881 on 31 December 1984 to Q2,803, 1#5 on 31 Ootober 1985. A

‘Assets had 1noreased to Q6,308,897, due also to restatement of dollar
| ,denominated reserves. Net equity had also inoreased to 02,u21 180, t
ssisted by an operating surplus for the first 10 months of 1985 of‘
VVQSGH,OOO 1 Nevertheless, if the financial figures are restated in
rlLS. dollars, using even the exchange rate of Q2/$US1, rather than .
03.25/$us1. the parallel market rate of 20 Nov. 1985, the . .
xdeoapitalization in dollar terms of the foundation when compared with
kthe previous years is starkly illustrated,as shown in Table 3.

Téble 3. Impact of Devauation on Financial Position of

FUNDACEN (Q000's) ($0001's)
At exchange rate of Q2/3US1

Financial Position Financial Position
31 Dec. 1984 31 Oct. 1985
Quetzals Uss Quetzals Uss
Total Assets 4,390 4,390 6,309 3,155
Total Liabilities 2,533 2,533 3,888 1,944
Equity 1,856 1,856 2,241 1,211
Foreign Loans Pay- u :
able Long Term 1,000 1,000 2,830 . 11§

1 see Table 2, Annex 1 for 10/30/85 balance shest.
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- The figures show that assets, if denominated in dollars, had
decreased from $u,390,000 in 31 Dec. 198& ‘to $3 155,000 by 31 Oct.
1985, whereas dollar denominated debt had‘risen»from’$1,080,000 to

$1,415,000 during the same period. If the fOreign loans payable.uere

to be restated at an exchange rate of Q3/US$1, the long term debt

payable, stated in Quetzales would have escalated to QH,ZRS,OOO, or ai

fourfold increase in ten months from the Q1,009.000 of 31 Deo. 198ua

Bearing in mind that the only internally generated inoome denominatedf

in dollars would be interest from dollar term deposits,vthe adverse

impact of devaluation upon the foundations oapital struoture is

evident.

of total assets of Q6,309,000 on 31 Oot. 1985, the paroentage ot;

the various SOLIDARIOS funds was uoz, as shewn in Table u.

6-17



" Table 4. SOLIDARIOS Funds as Proportion of (Total)
‘ FUNDACEN Assets -- 31 Oct. 1985 o
(000's)

| $ of total .

SOLIDARIOS/AID II' 571

SLIMRIOS/CEE 1329

TOTAL FUNDACEN - "'6309 " ... ' 1008

SOURCE: . FUNDACEN BALANCE SHEET -~

Inepeotion of available individual ﬁmd»balanoe sheeta showa that

| muoh of the oaeh balanee ot‘ the t‘oundation ia 1n dol lar denominated

¢ ,AID n and cEE. t‘unde.

‘1!.2.2. Inoome Statement | i |

'l‘hemeet reoent 1noome statement, for the period 1 January - 31
'Aoot. 1985, is shown in Table 3 of Annex 1. Gmsa inoome for the ten
month period from all sources was Q1,020,872. Operating costs were
Q428,855, cost of sales for the coin program Q16,755, and exchange
rate adjustments Q11,509, leaving a net operating surplus of Q563,752.
Much of this operating surplus was used to support an expansion of the
loan portfolio from Q1,767,000 outstanding on 31 Dec. 1984 to
62,280,000 on 31 Oot. 1985, ,ingeéésg";nooﬁe"ffeg‘ the period totaled
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Q230,400 and miscellaneous inoome from sources: other than donations
was Q157,500, for a total of 0387,900 nondonation inoome. Of total
operating expenses of QHM0,000, interest on loans totaled 95,000
leaving a remainder of Q3u5,000, thus indioating that the Foundation,
in the absenoe of both donations and debt repayments, is ourrently
capable of sustaining operations with income generated rrom internal
souroes. | (e
i? The operating budget of FUNDACEN for calendar 1985 is shown in
Table 4 of Annex 1. Both current income and portfolio expansion are

for the first ten months were running behind the budgeted rigures."‘

ﬁ.3. Ratio Analysis
»i Analysis of the FUNDACEN 31 Dec. 1984 balanoe sheet indioated the

t‘ollowing oritioal ratios' (Q000's)

Current ratio Current Assets = 03,189 =5.8
; Current Liabilities 549

Liquidity ratio Current assets less inventory = 3,048 = 5.6
Current liabilities 549

Debt ratio Total debt = 1,990 = 0.45
Total assets ~ 4,390

» At an exchange rate of Q2/$US1, the 31 Oct. 1985_debt_ratio,was
0,51 (i.e. debt Q3219/assets Q6,309). | |
1u;u. Debt Structure
441, Total Debt
| The 31 December 1984 balance sheetviistedithe:folloﬁiné

outstanding debt (Q000's):

Short term:
Foreign loans Q 299
Bonk bonds and notes a2l

Total 320
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Ln.ns.t.em..

Bank bonds and notes kt 662Ag
i Foreign loans ';J*Qna

All foreign loans were denominated at an exohange rate of Q1/$US1|

,,,,,

The 31 Ootober 1985 balanoe sheet printout liste the followingﬂi7

3fdebts.:u

(QOOO's)
Long term notes Q 379 |
"Loans. payable - 2830

Q 3.209

_ The roreign oomponent of ‘the above was oaloulated at an exohange
‘xrate of Q2/$US1.V,« |
"}u u 2. FUNDACEN Debt Payable to SOLIDARIOS
| Table 1 indicated that the repayment schedule for one of the
SOLIDARIOS loans began in 1982, while for tha other three, scheduled
repayments commenced in 1984 (the PACT loan is not included). The
SOLIDARIOS/BID loan was denominated in quetzales, whereas the others
were all denominated inand payment due in dollars. FUNDACEN officials
indicated that due to the devaluation of the Quetzal, payments on
dollar denominated in loans have been suspended until some sort of
manageable renegotiation schedule has been arranged. They indicated
that at ocurrent free market rates (November 1985) including comissions
and taxes, it would cost Q3.70/US1 to purchase dollars on the open
market.

Table 5 summarizes the ourrent status of FUNDACEN Debt nayable to

SOLIDARIOS.
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Table 5. FUNDACEN Debt Payable to SOLIDARIOS: Status as or 31 Oot. 1985
4 ($000's; Q000's) : R

EFUND
. SU/ADD SO/ADD IT SIL/CEE TOTAL SOL/BID (Q000's)
Dollar Denomi-
, pated Loans
Loan Value $185 $365 $550 1,100 ®50
~ Amortized 40 91 == 131 31
Balance 145 274 550 969 219
Arrears 40 46 69 155 -
Net Yet Due 105 128 481 814 219

Per the above Zigures, of the $1,100,000 dollar denominated
disbursements; only $131,000 of the $286,000 in payments due to date
has been amortized. Thus of the total amount disbursed, 12% has been
amortized, 14% 1is in arrears and the remainder, T4§ is not yet due.
Repayment of the Quetzal denominated SOL/BID loan will proceed as

scheduled.

unSo -snm

Until the serious devaluation wiiich began to take place in
Guatemala during 1985, FUNDACEN was well capital ized, approaching the
point of being able to cover costs from internally generated runds;
and sufficiently liquid to repay scheduled debt outstanding., The
picture has changed dramatically during the last year due to the more
than 300% devaluation of the Quetzal, leaving the Foundation in a
position whereby the maintenance of dollar denominated debt repayments
to SOLIDARIOS would cripple the Foundation financially, and force it

to severaly contract its oredit activities.
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5 'rhis situation il lustrates olearly the dilemma which major
gdevaluations of national currencies have posed for the individual
Snational development foundations and their relationship with |
iSOLIDARIOS, whioh is, it must be borne in mind,'an umbrella
»organization whioh is the oreation of the national foundations v;ﬁi

~themselves.

On the one side’is SOLIDARIOS, whioh bears the responsibility to
lits dollar donors and lenders of operating its revolving development
ﬂfund in a finanoially responsible fashion, and at the same time
attompting to generate suffioient funds intornally through interest
:repayments to support its operating budget. -
: | On the other side are the national development foundations. The
original rationale for the establishment of SOLIDARIOS Development
Fund was to channel credit to member foundations through its umbrella
’group'for economically feasible projects, the selection of which could
be determined by the: Foundation's themsevles, rather than by direct
donors. The foundations have for the most part used their money in a
responsible fashion, but have been victimized by macro-economic
difficulties particular to their individual countries, and over which
they have no control. |

| The point in issue, given existing economic circumstances is what
 purpose is to be served by strict imposition on the part of donors of
maintenance of dollar value clauses for the loans to the foundations,
when the end result'of compliance would be elimination of the national
foundations' credit services to ultimate beneficiaries?

Under the circumstances, the best oompromise‘solution would

appear to be authorization by AID for SOLIDARIOS to write down the

Gl



dollar denominated debt and renegotiate based upon local currency

repayment of ‘principal
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i5g1; Internal Procedures

|  The internal administrative and aooounting prooedures of FUNDACEN
'appear to be adequate for the purposes at hand. The system of
:aooounting by funds is used, external audits are oarried out annually,
and . aooounting operations and informauion are handled with the aid ‘of
an IBM PC computer. written;manuals for aocounting and olerioal
procedures exist, as does a manual of guidelines for field
supervisors. A general plan for field aotivities is produced several

: times yearly. There is no written manual for oredit polioy, but

‘,olearly defined lending policies do exist and appear to be well

iunderstood by all directly concerned. |
| "It is less clear to the evaluator how programs are designed and
polioies generated. Nevertheless, the program delivery side of the
foundation appears adequately organized. It is clear that the bias
within the FUNDACEN's management lies on the side of action rather
than on production of any but the most essential written directives.
The foundations operational record over twenty-two years suggests that
its effectiveness has not been noticeably diminished by what some
prior evaluations might have considered to be a lack of emphasis given
to the preparation of formal operating manuals, It is worth bearing
in mind that operating manuals are'a‘means topaniend, not an end in
themselves., o _:] A: s

There does at present appear tdibgﬁg laoh of teedhaok concerning
post loan economic impact of oredit aotivities. The foundation is
aware of this, and according to the Director of Development Programs,
'is planning a rather detailed evaluation exercise for the first

quarter of 1986,
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Transportation requirements ot‘ the foundation are quite
extensive, given the geographic dispersal of activities. The central
office in Guatemala City has several four-wheeled vehicles and three
or four motorcycles. Each field supervisor and technician is equipped
with a motorcycle. The wear and tear of off pavement travel combined
‘with the high cost and occasional difficulty of parts replacement
exact a heavy toll on the motorcycle fleet. Meohanical condition of
most viewed was not all that it should be. The impression conveyed
was that operatlons are not yet seriously hampered by a lack of

adequate transportation. It must be rememberfed, however, that

successful implementation of rural programs is directly dependent upon l

the unimpaired mobility of field technicians.

5.2.‘ Human Resources

Any assesement that one might care to \makeconcerningvthe'dualitv

of human resources at FUNDACEN must first be prefaced by a recongition

of the difficult ocircumstances under which the staff has worked in ,

recent years. Given the rural focus of FUNDACEN's activities, and the

nature of the political conflicts in Guatemala over the last
generation, the field staff and leadership have at times functioned
under circumstances in which bodily harm was more than a remote P
probability. Their dedication to the ideal of aiding "los de abajo"
to help themselves is one of FUNDACEN's strengths. ,

The professional mix of the leadership of FUNDACEN is quite’
relevant to the foundation's activities. The president is a banker,:]'
the executive director an agricultural engineer, the direotor of‘ :

development programs a rural sociologist, and the director ot‘
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administration an accountant.,‘All;have5heen,connecteociithfthe
foundation for many years

The mix of disciplines at the field level appears to be somewhat
unconventional. Staff agronomists are concentrated in the land
purchase program due to the expertise in land classirication which
‘ithis program requires. At the same time, feu, if any, of the regional
‘ofrice supervisors and technicians who implement the crop finance
program have any formal agricultural training.‘ Though most come from
rural backgrounds,their training is generally that of elementary
school teachers. Foundation management states that given the
traditional nature of cropping systems and crops, the abundance'or
instructional materials and seminars conducted by fertilizer and
peaticide suppliers, and the generally rural background of the
employees, formal training in agronomy is not necessary to
successfully implement the program. .

In spite of such assurances, however, the evaluator still wonders
whether the foundation has not unconsciously settled for a lower level
of agronomic expectations from its clientele than might be justified.

| It seems difficult to believe that even in such a traditionally
subsistence level enviromment; trained agronomists could}nothprovide
more effective technical'assistance than a non-agronomic_staff, no

matter»how dedicatedkand how well instructed by input'suppliers.

5.3. Promotion and Technical Assistance

| Promotion activitieslof FUNDACEN are concentrated in the
organization of beneficiary groups and assistance in maintaining group
cohesion after formation. Technical assistance in the crop finanoing

program is done simultaneously with promotion by the field
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technicians. The: nature and extent of - teohnioal assistance in the
housing and land purohase programs was unobserved. (

Promotion and technical assistanoe for the predominately Maya
beneficiaries of the Chimaltenango and Quetzalenaugo Regional Offioes
pose partiocularly difficult linguistioc and oultural conditions.‘ These
are managed by requiring that field teohnioians in these areas be ablér
to function in the Quichk language. The'Jutiapa and Chiquimulilla
Offices function in a completely Spanish‘language,'mestizo
envibonment, culturally quite similar‘to‘that of;adjooent regiono‘of‘

El Salvador and Honduras.

5.4, Credit Operations

In Seotion 3, it was indicated that FUNDACEN operates three’
credit programs; crop financing, rural housing, and the land purohase
and crop financing program. In this section the profile of FUNDACEN's

credit operations will be analyzed in further detail.

5.4.1. Credit Policies |
It ha$ previously been noted that FUNDACEN has not produoqd a

formal credit operations manual, bﬁt that the lending polioioo are 

well defined and known by all, The principal features of the credit

policies for each prograﬁ are as follows:

¢ T
5.4.1.1. Agricultural Development (Crop Financing)

- that the beneficiaries be a legally oonstituted group of
ten or more members;

- that the beneficiaries not have any other source ot
credit' >

- that the project to be finanoed'befeoonomioally and
financially feasible;
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'-u7that the community be of easy aooese (this is a very
’ relative definition), ;

- _ that the beneficiaries be rural residente, and, o

= that the group itself, provide 50% of the required
- project cost (generally in labor).

Lending conditions for orop loans are generally a term'of‘nine o:‘%aﬁ
months; 10§ interest on the loan value or overdue balanoe, a 3.52 o
commission for administration, and any legal fees incurred in groep :
legalization will be borne by the group. ‘ g

No decisions have as yeﬁ been taken~eopeernins‘intereetyrete
adjustments for next year, as current iefletienfretee*hevelge;er been

experienced before in Guatemala.

5.4.1.2. Hiniﬁum Housing Progrem
The minimum housing program operates on‘an’eseentielly
intereet-rree basis, with the cost of Q1300 amertized in ten equal
annual payments.
Eligibility for the housing'program is geherally similar to that
of the crop financing program, and in_raet many'are beneficiaries of

both programs.

5.4.1.3. Land Purchase Program
The principal eligibility conditions dbeé,

= to be Guatemalan by birth, of parente who were Guatemalan
by birth;

- at least 75% of the beneficiary's income must be from
agricultural activity;

= the beneficiary must nol own agricultural land, or if he
does have land, that it is insufficient to support him
and his family;

- he must work the purchased land himself;
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'5v-; he must have an income level less than the mandated rural
' minimum wage; and, : . : ; ,

.;, he must be head of the ramily or its ohief rinanoial
support. , N - i

5.4.2. Composition of Loan Portfolio
The composition of the portrolio whioh was rinanoed during
198u, is illustrated in Table 6, Loan Portt‘olio - 198#.«: ‘

* Table 6. Composition of FUNDACEN Loan Portt‘olio 198u

# of ? ﬁj‘ Amount '
Group #of - a~ Lent S Distributed
Prograpms Loans Ehmilios 1snnn_a1 Imzlaan.!alna
1. Agricultural | ERE
Development 125 2,951 . v;:,,570;;i,,-\; 628
2. Housing-Con- ol ‘15>;;,,;”f, co
struction 12 . 209 fl"f277ﬁ*» o308
3. Improvements 2 320 J;flf ;” !§ﬁ&, R
4, Land BT e e e T
Purchase . 2. .28 = n. -
TOTALS 139 3,217 .93 100%

Conversations with FUNDACEN officials indicated that the land
‘purohase program, for which runding is assured, is likely to expand
Gsignifioantly in the future. Expansion of the housing and |

agricultural development programs will be contingernt upon avaiiabiiityt
of funds, 7 E o
5.4.3. Loan Portfolio by Source of Credit - ;“1
5.4.4. Analysis of Loans In Arrears o |

Both of the above categories of information can be anaiymedfz
simultaneously with reference to the computer printout of Loans "wa
Payable by Funds of 31 October 1985; The information is smmmartaedf1n4
<(

2\Y

Table 7.
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'I‘able'r. mmacmmmmmwmwmummmm
as of 31 Ootober1985 Do \ Sy
: (CDOO's)

. . loan lomms  Arrears-1 % of Loa
. # of  Source of Valus % Dist. Qutstanding year o mre Qutstand
Fund loans  Funding (Q00's) of Ttal (QO0's) (QO0's)  ing in An

—

General. Fund 4  Foundation 16 1% 1 4 41

BANDESA AD 29 loansFramfAg- 154 . 5% 116 23 20
lopment Bank v i

RANDESA ATD B (smeasaove) 3 1% %0 25 T

Reral Housing N6 OSDomations 674 218 M9 103 25

SQ/AD 1% SI/AD 57 % 2222 100

SOL/BID iy SED 28 To@

Land Purchase

R

Covt. Domstton 102 % 53
SOL/CEE B SaE Mg Us 3%

Housing CRVPACT ~ 4& . OASPACT 59’ R
SOL/AD II

-3

SOL/AID 7 o

Housing QG 21T Govt. & Priv. 360 118
Donations A

n

PSS

Totals  1,l52 @21 008 @36 @ 1
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Per the first three columns, 1t 1s seen that SOL/AID funds
aooounted for only 3% of the existing portfolio, SOL/BID, 7% and
SOL/CEE, 1141 or a total of‘ 21% from SOLIDARIOS funds. . FUNDAGEN's loan
portfolio is thus not overly reliant on SOLIDARIOS supplied tunds, and
in general draws upon a rather diversified source of funding. Cross
reference with Table 4 will show that almost all of the AID II loan
disbursement and about one-third of SOL/CEE disnursement is held as a «
dollar denominated cash reserne, wnioh'ituwonld nppear, 1s stated in
quetznles at Q2/ﬁ8$1. o ’{: .

The last three columns of Tabie T provide the breakdown of loans
outstanding and loans in arrears by account. It is seen that 12% or
Q277,000 of the loans outstanding are in arrears by more than one _
year. Of total loans outstanding, Q96,000 or 4% has been written off}
as uncollectable. | |

Though the arrears situation might at first glanoe seén quite -
| high, it must be recalled that | -
= the economic level of beneficiary groups is uniformly precarious

- agriocultural credit banks serving a slightly more affluent clientele
have even higher default rates throughout the region

- a significant number of beneficiaries in certain areas of the
Western Highlands fled their land and home during the disturbances
of the early 1980s.
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The obJective of thia phase of euach NDF's evaluation 1s to make
aome inference as to the economic and social impact of the e |
foundation's activities upon the beneficiaries. The approach used was
- a series of visits/interviews by the evaluator with beneficiaries
their project sites. As may be appreciated, the judgments reache:
in this type of exercise can only be of an impressionistic nature
Nevertheless, contact with the beneficiaries' enviromment does
provide a good qualitative feel for the nature of problems faced,
and a measure of the effectiveness and relevance of the foundatic
activities.

- review of other evaluations; if available, particularly if there
any quantitative indications of impact.

’

6.1. Field Visit Report
On Wednesday, November 20th, a visit was made to the regional

’office of Jutiapa in the eastern highland area of the country, 50 kms.
Vfrpm the Salvadorean border and to banefioiar& groups near the border.
.fha evaluator was accompanied by:

Anibal Menchu Gramajo - Director, Development Programs

Juan Jose Salvador Esquivel - Supervisor of Jutiapa Office

Jaime David Montoya - Technician, Jutiapa Office (Housing Program)

This region of the country, beginning immediately to the last of
Guatemala city and extending to the borders with Sal.vador and Honduras
is completely mestizo culturally and funotions in the Spanish
language. ’

The principal fouhdation activities in the areas visited are crop
finanecing for corn, frijoles, sorghum and some vegetables (onion and
tomato) and the housing construction program. Crops loans are made
~ through organized groups, whose members work their land on an

individual basis,
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Due to the fact that fields are generally located quite distant
from housing (up to 3/4 hoﬁrs ﬁaik):ﬁnd‘£o §arveéting activities
currently taking plaoe;‘personal contact witﬁ béneficiaries in the
absence of prior arraﬂgemeﬁts was‘diffigﬁlt to achieve. It is also to
be noted that the campesinos visited in Guatemala are notioeab;yfmorél
guarded in their oommunicdtioné'with étfﬁnger;, than'was the ogéé‘;n<,
the other countries visited'dﬁiing theaqvaiﬁéﬁiéd(Dbminioén_Repﬁ511¢,‘
Ecuador, Costa Rica). et ;“ | |

Of a total orlsevén different‘groups/Qisited in the Jutiapa'4
Region, contact with even a single beneficigry was made with only four
groups. The profiles are included in Anhéx 2, Fleld Visit Reporﬁs,w

On Thursday, November 21, visits were made to the regional office
in Quetzaltenango in the western highland area, some 210 km west of
Guatemala city and to various campesino groups in the surrounding
region. The evaluator was accompanied by Sr. Menchu and by Mateos
Aparicio Pu Sim, a Quiche speaking technician assigned to the
Quetzaltenango regional office.

The characteristics of the Foundations beneficiaries and the
region are considerably different than those of the Jutiapa region.
Beneficiaries are almost exclusively of the Quiche culture. Although
virtually all speak some Spanish, the foundation has found that use of
Quiche speaking technicians who are natives of the region is the only
effective means of communicating with beneficiaries.

Though some housing program activity has taken place, activities
for the most part consist of crops financing for corn and wheat. This
latter orop is indicative of the cooler climate of the region,

relative to the eastern highlands. Though the region is considerably

<
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‘moie humid than the east, only one crop per yaér_oan be planted due to
the prevalence of cool temperatures and night frost dﬁring the months
of December through February. |

Beneficiaries typically cultivate corn for rémily,oonsumptioh and
wheat for commercial sale. In many oases,'family iﬁobme 15 o o
‘supplemented through itinerant sales activity of household'méﬁbgpg;ifk
Typiocally, clothing is purchased in public markets and reéold?ddiﬁyll{
door to door basis in isolated areas throughout the country.: Ih\dthééz
beneficiary households, family members migrate seasonally tq £h§¥ f ‘
Pacific coast of Guatemala to work in the coffee, sugar oéﬁe an& ,
oot;on harvests.

(iiven the intinerant pattern, contact was even more difficult to
make than with beneficiaries of the Jutiapa Office. The profiles of
the groups with whom contact was made is also included in Annex 2. It
should be noted that none of the beneficiaries of the western highland
interviewed produced sufficient corn to sustain family consumption for

the whole year.

6.1.1. Evaluation of Field Visit
The policy of FUNDACEN 4is to finance only the purchase of

technical inputs i.e. fertilizer, pesticides, fungicides, etc. Labor
costs are not financed. All beneficiaries have long cultivated their
current plots, so that it cannot be said that the Foundation's credit
activities are expanding either the area of land cultivated or
enployment. The economic impact attributable to the orop financing
would be increased yields due to the availability of technical inputs,

particularly increased fertilizer usage.
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| Even,appr§ximaté estimates of the‘impéof"ﬁf the'FanQation
activitie§ k§fe hébd'téidoﬁe”by;j Members of ﬁﬁé'Flér'de_Haiz and San
‘José Groups of the Juti;paiRegién,‘iﬁdiéaféa that yields on their
piots of deoi&edly marginal soil condivions had increased from a range
of 6-15 quintales/manzanal of maiz without fertilizer usage to a range
of 40-50 quintales with Foundation financed fertilizer. Other groups
indicated that they didn't know, maybe some change, etc.

A social impact of finaneing corn for the Western Highland
fgrmers, all of whom have other sources of income, is thag'it gnables
them to feed themselves at production costs instead of at market price
costs,

FUNDACEN's technicians in the crop financing program in
collaboration with the groups, do rather complete cost of prodﬁotion
and cash flow analysis for loan request preparation.

Credit is not approved unless the estimated return in terms of
sales over costs is 20%. Since the credit is a relatively small
fraction of total production cost, in most cases ample cash flow will
exist to cover repayment in the event of unforseen price fluctuations.
Supplemented income from other activities is used for repayment by the
subsistence corn cultivators.

None of the beneficiaries interviewed had ever received credit

from banking sources, though some had from fertilizer suppliers.

Tone manzana = 0.7 hectare.

6=35 /97?‘



SOme individual housing units whioh the Foundation had financed
,were inspeoted. The foundation has no illusions that this program can‘
:be completely eoonomially self suffioient.v In terms of sanitary
'oonditions, (i.e.‘ooncrete floors), the housing is deoidedly an -

:improvement over nearby traditional dwellings.

6-é. 6tner evaluationsl ;rfﬁy A

" The only previous evaluation available was an'unstitutional
diagnosis" by the SOLIDARIOS representative in Guatemala. The focus
of the evaluation was institutional and finanoial, and there were no

estimates of impaot at the individual;benefioiary level. ‘:;

6.3.a‘.d0nolusion
6.3.l Quantitative |
R Regrettably, little quantitative in the way of‘impaot of
FUNDACEN's activities upon beneficiares could be deduced as a result
of the field visit. FUNDACEN's own estimate of the impact of the crop
financing program for 1984, arrived at by aggregating the estimates of
all loan applications are as fol lows: |

Number of Loans 125
Families Benefitted 2,951
Foundacen Financing Q 570,000
Total Sales Proceeis
of Financed Crops Q 3,620,000
Total Production Cost® 2,728,000
Net Income Q 892,000 or Q300 per family

. Inoluding monetary value: assigned to beneficiaries! own labor.
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‘ The average oash flow per family would be greater than 0300 as |
the cost of produetion includes a monetary estimate of the value of
_the families' own labor. Generally oash costs (iue., virtually all |
_financed by FUNDACEN) would be about 20% of total estimated produetion
oost. e | RN ‘
i | By this oriterion then, the averageueash tiow“per ramiiy weuldvbet
-abproximately Q1,000 for the average plot size finanoed of twoj S
hectares per family. Average beneficiary household size is 6 or 7 per
family. For a cropping season with no misfortune, these estimates can
be considered as fairly representative, as the foundation agronomio'
analysis is sufficiently detailed and realistic. Hhat is laeking in
the way of information to determine a true measure of with and without
FUNDACEN impact is: | W

- What were the actual production and sales figures for a P
representative sample of financed farmers? ‘

- What would these figures have been in the absence of FUNDACEN
support?

A post facto evaluation which would develop the first set}oft
figures for the 1985 crop season is planned for the first quarter of
1986. The second set of figures as become quite evident in the course
of the interviews; would be difficult to directly estimate with any
degree of confidence. Indirect measures could be estimated, however,
via the measureable difference in technical inputs, principally
fertilizer usage. There 1s no doubt that in the absence of FUNDACEN
financial support, fertilizer consumption among beneficiaries is less;
and, most probably, the incidence of incorrect application is greater.

It is also beyond a doubt that FUNDACEN's activities increase the
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i)eamount of agricultural oredit_available,tofbenefioiaries rather than

‘substituting for other souroes.__;{ﬂﬁéf;;lwizfi> f' :

The minimum needs housing program is basioally a sooial »
infrastructure support projeot for whioh benefits tend to be indireot,
and more diffioult to measure. A priori. though it would appear that
the program would have a positive environmental health impaot upon
: benefioiaries, and so translate into improved living oonditions.jo -
6:3.23»Qualitative
i At'the qualitative level, based upon field observations, it is
ogrtainly easy to appreciate the frustration expressed by the
‘goundation president vis a vis FUNDACEN's inability to generate a true
process of development, defined as a sustained increase in living
standards, via the crop financing and minimum needs housing programs.
It is clearly evident that while these programs are worthwhile,
humane, and in large part economically useful, the economic potential
of virtually all beneficiaries is severely constrained by the
demographic pressure and the subsequent land/man agronomic
relationship of much of the populated highland area of Guatemala. In
spite of whatever support the foundation or others could
realistically provide, virtually all of FUNDACEN's beneficiaries
cultivating traditional crops are consigned to little better than a
subsistence level of existence if agriculture would be the sule source
of income. It is this compelling arithmetic, which no doubt leads
many into other sources of income such as itinerant peddling or
seasonal migration to work on the cash crop estates in the lowlands.

It is the recognition of this limited potential of traditional

crop production which has motivated FUNDACEN and the USAID mission to
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embark upon the more innovative, higher risk land purchase and ocash

crop development scheme,
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7.i;; With AID. |

| ' The U.S. AID Mission in Guatemala is directly involved with
,FUNDACEN via its $2 million grant line uhioh has been established to |
finance the'land purchase program. The program is administered by the
‘ ,Mission's Of'f'ice of Rural Development. The Mission's assessment ot‘
’FUNDACEN is that it is a very worthuhile and viable organization whioh

Vis worthy of' continued support by U.S. AID.

7.42. With the Interamerican Development Bank

| The evaluator did not have the opportunity to make oontact with
the IBD Mission in Guatemala city. In accordance with the IBD's
existing policy directives, there is no direct official oontaot
between the Mission and FUNDACEN. i

The only support which FUNDACEN has received'ft‘rom thﬁev IDB was the

Quetzal denominated loan disbursed via SOLIDARIOé; In oonneotion
with this loan, the IDB recently carried out an evaluation of‘

FUNDACEN, but a copy was unavailable for review.

T.3. With SOLIDARIOS

The ties between SOLIDARIOS and FUNDACEN are long and close.
FUNDACEN was one of the original founding members of SOLIDARIOS,
and SOLIDARIOS headquarters was, in fact, located in Guatemala from
1972 to 1976. The office of the SOLIDARIOS representative for Central
America 1s located in FUNDACEN's headquarters, and Sr. Aycinena 1is the
outgoing president of SOLIDARIOS having recently completed his two

year term.
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FUNDACEN FINANCIAL STATEMENTS

Table 1.

Table 2.

Table 3.

Table 4.

’Balance Sheet

Income Statement

1/1 - 10/31, 1985

Balance Sheet
31 October 1985

Budget - 1985
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ARNEX 1

TABLE 1
~ FUNDACION DEL CENTAVO
‘(Fundacién Guatemalteca para el Desarrollo)

ESTADO DE ACTIVOS Y PASIVOS
Al 31 de diciembre de 1984y 1983
V {en quetzales)

"ACTIVO

1984 1983
Circulante
Efectivo en caja y bancos 1,775,355 1,334,807
Préstamos 1,123428 751,629
Deudores varios 117,632 113,751
Inventarios 140,763 183,000
Gastos anticipados 5853 7,119
Inversion en valores 25,800 300,000
3,188,731 3,170,306
Otros activos
Deudores varios a largo plazo 43,982 52,989
Préstamos a largo plazo 644,184 534,500
Terrenos en fincas rasticas 349,126 297,530
Inversiones en bonos 4,000 5,500
Construcciones en proceso 35,514 15,568
Otros 2545 4627
1,079,351 910,714
Inmuebles y equipo
(Costo 208,513 236,523
Depreciacién acumulada (86,497) (83,943)
122,016 152,580
4,390,098 4,233,600
6=42 MEMOR
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ANNEX 1

Table 1

(cont?) FUNDACION DEL CENTAVO

(Fundacién Guatemalteca para el Desarrolio)

ESTADO DE ACTIVOS Y PASIVOS
‘Al 31 de diciembre de 1984 y 1983
(en quetzales)

PASIVO
1984 1983
Obli_Lcionel a corto plazo : ‘
Préstamos de entidades de! exterior 298,586 173,085
Préstamos bancarios 13,332 13,332
Documentos por pagar 8,000 3,000
Anticipos sobre ventas de terrenos
en fincas rusticas 159,748 129,489
Cuentas varias por pagar 69,796 47045
549,462 365,951
Obligaciones a largo plazo
Documentos por pagar 8,000 -
Préstamos de entidades del exterior 1,008 881 1,212,496
Préstamos bancarios 653,338 666,670
Fondo de desarrollo social 112,220 112,220
1,782,439 1,991,386
Otros pasivos .
Ingresos por realizar 83,940 22,539
Provisién para indemnizaciones 62,614 56,671
Provision seguro de vida 55,205 44 894
201,759 124,104

Suma pasivo

FONDO SOCIAL

L ¥
2,533,660

il O
2,481 441

Fondo social al inicio del afio 1,752,159 1,716,665

Excedente de ingresos sobre

gastos del periodo 104,279 35,494
1,856,438 1,752,159
4,390,098 4,233,600
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- Table'2
Estados de ‘Resultados’ al 31/10/85
~(Quetzales)
Medallas , 1 400 ' 7,700
Platos Commemorativ Porcelana -3.920" 29,400
" Ventas 5,320 37,100
Locales 6,250 273,333
Ordinarias 797 7,87
Del Exterior 200,000 433,565
Donaciones 207s047 T14,767
Intereses Sobre Prestamos 2,440 80,033
Intereses Sobre Prestamos 2,440 80,033
Prestacion Asistencia Tecnica 1,200 31,475
Prestacion Asistencia Tecnioca 1,200 31,475
Interasses P/Dep. Cta. de Ahorro 1,444 44,812
Recuperaciones 69 3,300
Diversos 10 3,269
Ganancia Relaiz en Ventas - 136
Intereses P/Depos. A Plazo Fijo 4,058 90,054
Int. P/Inversiones Transitorias 622 15,519
Productos Porcela Fundacen 401 . 401
Otros Ingresos 6,606 157,494
Ingresos 222,615 1020,871
Medallas 813 4,347
Platos de Porcelana 1,654 12,408
Costo de Ventas 2,467 16,755
Costos 2,467 16,755
Ingresos Brutos 220,147 1004,116
Sueldos 11‘,590 113 ,567
Indemnizaciones 1,215 9,444
Aguinaldo 279
Servicios Profesionales 3,110 7,028
Gtos D/Viaje Viaticos Exterior ; 9,013
Gtos D/Viaje Viaticos Locales’ 2,400 21,889
Alquileres D/Vehiculos y Otros 35 217
Agua y Luz 66, 688
Telefono v ' 1,478
Atenciones y Representaciones ,255 4,826
Mantenimiento Equipo D/Oficina 21 674
Mantenimiento de Vehiculos 1,858 10,679
Combustible y Lubricantes 1,547 12,230
Cargos Bancarios 25
Intereses Sobre Prestamos 11,441 95,129
Materiales y Utiles de Oficina 445 5,745
Seguros 765 3,506
Correo y Cables 17 166
Cuotas y Contribuciones 14 4,703
Promocion y Publicidad 55 2,314
Impuestos Fiscales 274 2,732
Impuestos Municipales 43 437
Comisiones Sobre Ventas 306
Adiestramiento de personal 3,207

23|



- ANNEX 1

Table 2
(cont')

Mantenimiento d/Instalac Fijas
Gastos Generales de Los Proveo
Vacaciones

Diversos

Alquiler de Edificios
Reparacion de Viviendas
Perdida en Baja de Activus
Gastos Platos navidad Guate/84
Int. S/Certificados de Garantia
Materiales Equipo I.B.M.
Gastos de Movilizaecion

Gtos. Parcelas Fundacen - 468}
Gastos ‘

Gastos

Diferencia en Cambio
Diferencia en Cambio
Variaciones de Costos
Variaciones de Costos
Variaciones costos y otros

Total

6=45
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7,862

59
50
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1,018
50,898

150,898

169,249

308
93,076
105
1,866
410
12
547
2,132
7,151
530
100

428,855
428,855

28,758
28,758
40,267
40..67
11,509

563,752
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FUNDACTON DEL CENTAVO

!ibl‘;@ :

PROYECTO DE PRESUPUESTO 1985 8

INGRESOS

Intereses sobre préstamos
Intereses cuentas de ahorro
Prestacifn asistencia técnica
Venta medallas y platos (directo)
Donaciones para gastos
Donaciones para inversién

Otros ingresos

EGRESOS

Sueldos

IGSS e IRTRA

Aguinaldos

Servicios profesionales
Vidticos al interior

Agua y luz

Teléfono

Atenciones y representaciones
Mantenimiento de equipo de oficin
Mantenimiento de vehfculos
Cambustibles y lubricantes
Materiales de oficina

Seguros

Correos y cables

Cuotas y contribuciones
Publicidad -

Impuestos fiscales

Impuestos municipales

Alquiler de edificios

Pasajes y vidticos al exterior
Mantenimiento instalaciones fijas

Gastos por venta de medallas y platos

Intereses sobre préstamos
Diversos
SUB-TOTAL

CARCOS EN LIBROS
Indarnizaciones
Depreciaciones
Cuentas dudosas
TOTAL GASTOS

INVERSION DE DONACIONES DEL ARO

Q. 73,000
170,000
20,000
40,000
100,000
1,100,000
15,000

1378000

183,120
18,860
15,260
10,000
39,600

1,500
2,000
4,000
900
7,600
17,560
5,000
3,870
1,150
4,780
3,500
2,170
525
5,880
2,000
600
1,000
83,800
3,500

TEATS

15,260
30,000
40,000

303,455

Campra de tierra 500,000
Gastos legales, topogrificos, estudios e impts. 40,000
Financ. para produccién y Asis.Téc. Prog. Tierta 320,000
Construccién de viviendas 240,000
TOTAL INVERSION 1,100,000
RESUMEN
Ingresos totales 1,518,000
Menons:
Inversién de donaciones del afio 1,100,000
SUB-TOTAL ,
Menos: Gastos en efectivo 418,175
Ariion 1ib 85, 260
Menos: Cargos en TOS
RESULTADO ESPERADO (85,435)
o BebR
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ANNEX 2

FIELD VISIT REPORT:

‘Jutiapa Regional Office

1.
2.

3.

5.

Asociacion de Agricultores Flor de Maiz
Asociacion Agricola Sam Jose, Buena Vista
Comite Agricola Barrio El Turco

Grupo Agricola La Fe

Quetzaltenango Regional Office

1.

2.

3.

Asociacion de Agricultores Flor de Maiz
Asociacion de Agricultores Espica de Tujo

Asociacion de Agricultores Union Chuanoj

6~49
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‘Jutiapa Regional Office '

‘1. . Name of Group: IAsooiacion“deiAgpioultores'Fior de Maiz.
2. Location: Canton San Jose, Buena Vista, Jutiapa
_‘3."Numbéhvdf Members: 21, 19 participating in loan
H. Years vorking with FUNDOCEN: new group
5. Extension of cultivated land included in financing
Estimated Yield  Total Produotion

~ (qq/Mz) Lqq)
Maiz{’ub Mz 15 ’720
Frijol: 23 Mz 15 | 3u5,
Maicillo: 47 Mz 22 1o3u

6. Estimated Production Cqst Q 22,270, Estimated Sales

7. Purpose of Loan

Finance purchase of 124 qq 16~20-0 fertilizer
84 qq Urea fertilizer
1 insecticide sprayer

8. Loan Amount/Conditicns: Q3,875 or Q04 per member; 9 months/
1 payment/10% interest on balance

9. Field Observations:

- One member of group contacted: reported expected corn
yield to be 60 qq/mg; which sounds doubtful: last year
reported yield was 6qq/mz.

- Located 12 km from Jutiapa. Prefer to market maiz through
intermediaries rather than sell to INDECA (government

marketing concern) as latteer has stricter quality
demands.

Note: 1 manzana (Mz) = 0.7 heotares

1 quintal = 100 pounds
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1.
2.
3.
4,

5.

7-

8.

Jutiapa Regional Office -

Name‘ofscroup:,«AsqgiaQibn”Agbidea}'Séh”Jpse,‘BUena;Visﬁa
Location: Canton San Jose, Buena Vista, Jufiapa
Nuber of Members: 24 of whom 16 are participants in loah.«

Years working with FUNDACEN: 1; previous credit in 1984
of Q 3491 has a balance of Q 147, due to withdrawal of
one member.

Extension of land included in finanecing:

Est. Yield ‘Totai/Productioh ‘
Maiz 79 Mz ko 3,160
Frijol 79 Mz 6 o
Marcillo 79 Mz 18 1,422
Estiméted Income:

Sales: Q40,290  Costs 30,410 ‘Net: 9880
Purpose of Loan: “

To finance purchase of 178 qq 16-20-0 fertilizer
112 qq urea fertilizer -

Loan Amount/Conditions:

Q 5727 or Q220/member
9 months/3 payments/ 10% inﬁ.,on phiénce
Field Observations:
- Contact with group president

- Expected yield of 40-50 qq/Mz maiz: without fertilizer yleld
has been 10-15 qq/Mz.

-~ Receive Q9/qq for sale to intermediaries at farm
gate Q10.50 qq for Indeca, delivered to Indeca. Transport
about 30 centavos/qq but prefer to deal on private market
to avoid INDECA quality control standards.

- Have had babosa and insect problems.
Jutiapa Regional Office

< /%;;?5
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2.
3.

‘4-

6.

7.
8.

Name

Jutiapa: Regional Office

of Group: Comite Agricola Barrio El Turco

Location: San Cristobal Frontera, Jutiapa

Number of Members: 10 of which 9 are partigipénts;in 1pgn

Years working with FUNDACEN: New group

Extension of Land included in financing:

Est. yield Total Prod. (qq)

(qq/Mz) (qq)
Maiz: 18 1/4 mz 50 ' 913
Frijol: 6 45 mz 16 109

Estimated Income:

Sales: Q 9810; costs 7340; Net Q2470

Purpose of Loan: Purchase fertilizer, pesticide and"spbay guns

Loan

Amount/Conditions
Q2138 or Q237/member

9 months/one payment/10% on balanc._

: Field Oservations:

contact only with one somewhat uncommunicative group member.

says that he used to purchase fertilizer on better terms (3-5%
interest) from private sector.

not at all specific on crop projections. Deliberate vagueness

could be due to fact that group is located right at Salvadorean

border, and marketing is probably done in Salvador.

Fundacion files indicate that group is not at all problematic
in terms of repayment projections.
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7.
8.

‘Jutiapa Regional Office

Name of Group: Grupo Agricola La Fe

‘Location: Guevara - Asociacion Mita, Juitapa '

Nuhbeé of Members: 29 of which all are partioiptahts in,ldanf
Years working with(EUNDACEN:’vnew\group

Extension of land iholtded in finacing:

Est. Yield Total Prod.
(qq/Mz) (aq)
Maiz 39.5 Mz | 18 qq 711 qq
Frijol 39.5 Mz 12 qq 474 qq
Tomatos 7.5 Mz 160 boxes 1200 boxes
Onions 1.5 Mz 160,000 onions 249,000 onions
Maicillo 39.5 Mz » 25 qq 987 qq
Estimated Income:

Sales: Q 98,000 Costs: Q7,585 Net Q30,415

Purpose of Loan: Purchase of Fertilizer, pestici&es{and‘sbbay:gunéi
Loan Amount/Conditions:

Q6,596 or Q227/member

9 months/one payment/10% int. on balance
Field Observations:

- Several members of group are also beneficiaries of housing plan.

- Contact with 4 members. Tomato and onion plots of two of them
are 3-4 hour walk each way from residence.

= One member thought that his fertilizer had been adulterated
or otherwisedaraged. Said he didn't see any difference in
his crops before and after receiving credit.

= Group is situated along main highway which makes marketing
of tomoatoes and onions extremely easy. Most of sales
end up in Salvador and Honduras.

- Potable water is very scarce in the area.

- Due to recent machete/shooting incident among families of two
members, FUNDACEN is of opinion that group is on verge of splitting
into several smaller groups.
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1.
2.

3.
b,
5.

6.

7.
8.

9.

Quetzaltenango Regional Office

Name of Group: Asociacion de Agricultores Flor dél Mgiz

Location: Pasaje Choestancia, Aldea Pitzal, Momestenapgo, Totonicapan
Number of Members: 16 participants in oredit

Years working with FUNDACEN: new

Extension of land included in finahoins:

" Est. Yield Production

 (qaMz) (qa)

Maiz 21.4 Mz (intercropped) ~ \ ;ﬁé'qdpl 400

Frijol 21.7 Mz (intercropped) 3 8 qq”' 100
Estimated Income: . T

Sales: Q7200 Cash Costs Q1014 Cash Avail. Q5586

(only 1/3 of produce is sold)
Purpose of Loan: Fertilizer and insecticide purchase.

Loan/Amount/Conditions: Q1872 or Q117/member; 11 months/one payment/
10% on balance.

Field Observations:

= Contact made at group meeting with FUNDACEN technician, 7
members in attendance. Quiche/Spanish translation necessary.

- Members very willingly answer what they think evaluator
and FUNDACEN want to hear. Vagueness apparent in all
responses touching upon yields or anything else
quantitative.

- All members present are either vendedores ambulantes
or migrate to seasonal work on Pacific coast. Most who are
vendedores ambulantes say they use own capital to finance
purchase of merchandise.

= Group maiz production does not satisfy annual family
coonsumption requirements. Shortfall is purchased at
local markets.
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1.

2.

6.

7.
8.

" Quetzaltenango Regional Office -

Name of Group: Asociacion de Agriodiﬁgféb‘sspigé defTriéb'
Location: Pasaje Chonimasagc, San’Ahtoni&féa;OJéé,kMomostenangb;
Totonicapan -

Number of Members: 18 partioipants

Years working with foundation.;‘ﬂlw

Extent of land included 1n,f1nanoing:

'Est. Yield Production
Maiz: 12.7 Mz -~ 48 qq kUJSTQ 
Wheat 10 Mz  324qq 320

Estimated Income:
/
Note: Only wheat is sold; corn is for own cqnsdpptidh%
Purpose of loan: Purchase fertilizer
Loan Amount/Conditions:

Q2735/0r Q152/member »
10 months/one payment/10% on balance.

Field Observations:

- Contact with one group member who spends six months of year:
selling bedspreads

- Says that before receiving foundation credit, used
approximately 1/2 of current fertilizer usage.

« No meaningful indication as to oredit impact could be -
obtawined from informant who was interviewed mostly in Quiohe.

M’
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Quetzaltenanzo Regional Office

1.~ Name of Group: Asociacion de Agr;ouiturgsiUniOnjChuanoJ;
'2}A~Léca£iod;»'0anton Chuanoj, Tbtanioépan

‘3. Mumber of Partioipants: 36

_4..'Years}wobkin§kw1th Foundation: 13 with never any repayment problems
5. Extent of}land‘iholuded'in financing:

- Est. Yield Production
{aq/Mz) {ag)

corn: 49 Mz 48 qq 2350 qq
wheat: 118.6 Mz 32 qq 3800 aq

6. Estimated Income:
Sales: Q74,257  Cash Costs: 14,000  Net Cash flow: 60,257
T. Purpose of Loan: Purchase of Fertilizer and insecticide.
8. Loan amount/conditions
Q1,335 or Q593/participant
9. Field Observations:

- This 1is one of the oldest groups with which FUNDACEN has worked,
and is the largest single loan in their portfolio.

- Contact was with son of group president who is employed in
program ofteachingSpanish to Quiche speaking children,
a prerequisite to entrance into primary school

- No observations possible vis a vis impact of FUNDACEN credit
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APPENDIX 1
EVALUATION OF SOLIDARIOS AND SELECTED
DEVELOPMENT FOUNDATIONS

STATEMENT OF WORK
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Section C

DESCRIPTION/SPECIFICATIONS /WORK STATEMENT
Title: Evaluation of SOLIDARIOS and Selected Foundations

I. Purpose:
The purpose of this evaluation is threefold:

A. To detarmine if the purpose of the AID grant to-
Solidarios has been met,

B. To ascertain what impact the gfant‘haa had at the NDF
and grassroots levels, and

C. To make some judgment as to the viability of Solidarios
to implement future AID projects. This judgment would include
what, if any, technical assistanca might be required to enhanca
SOLIDARIOS' wviability.

II. Scove of Work:

countries covered under the terms of reference set herein. The

expertise in micro/small business evaluation, and economic,
financial, and institutional analysis.

B. The evaluation will focus on two levels:
1. The central, Solidarios level, and
2. The NDF and eredit recipient level.

C. The evaluation will result in a report with documented
findings, conclusions and recommendations. These will be related
to the following issues and questions:

1. SOLIDARIOS Level: The achievement of the spécific
objectives of the A rant No. AID/LAC-G-1291, dated August 28,
1978. The Contractor will focus on:

a. The administrative and operatiomnal
effectiveness of Solidariocs in carrying out its program,
including both its lending and technical assigtance activities.
How can the institution and its NDFs improve their administrative
and financial operations? A
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b. The present and expected financial position of
SOLIDARIOS and its foundations, and the current and expected
relationships between Solidarios and the NDFs throughout the |
reglon. How can these relationships be altered to improve mutuas
institutional, financial, and administrative capabilities?

c. Technical, political and ecomomic conditions
favorable to the operations of SOLIDARIOS programs and the
achievement of stated goals. How can the institutions overcome
the euvircmmental constraints in which they operate? How can
they strengthen their respective institutional and financial-
viabilities, and their impact on the ultimate recipients? -

d. If appropriate, how can the domor agencies
assist SOLIDARIOS improve its institutional capabilities?

2. NDF/Grassroots level: Achievements to date
including data on projects and their ecomomic and social impact
gn the ultimate recipients and SOLIDARIOS. The contractor will

ocus omn:

a. How many NDFs have received loans from
Solidarios? Who are they? How much is each loan? What were £l
loan terms? How much of AID's funding was used for
administrative expenses?

b. How many sub-loans did each NDF make? Who we:
the recipients? How wuch was each sub-loan? When were the loas
made and what were the terms? What were the interast rates?
What are the payback/default rates? How much of the total
funding came from the private sector spousors of each NDF?

c¢. What were the purposes of the sub-loans? In
how many of the sub-loans were these purposes achieved? Was
emp loyment expanded? Income increased? Agriculture production
increased! Businesses expanded? Was there any specific impact
on women? How many women borrowers? Was the performance of
women borrowers differemnt from the performance of men borrowers

d. What criteria do the NDFs use for determining
the eligibility of loan applicants? What types of loans were
made - agriculture production, small business, comstruction
projects, purchase of inputs such as seed or fer~ilizer, etc?

e. Where do the NDFs obtain capital? Where do
they obtain human resources? Are their sources adequate? Ig
capital a constraint? Are the NDFs adequately staffed? Are th
organizational structures and administrative mechanisms of the
NDFs adequate?
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f. What NDFs ars tachnically and financially
viable? What constraints do they face in their operations? How
do they view their relationship with Solidarios? Ara their
opinions posgitive? Negative? How could it be improved?

8. Do the NDFs maintain communications with the
AID Missions or with AID represenatives in their countries? How
do they view these relationships?

h. If relevant, how can the Solidarios and its
NDFs improve the extent and depth of their impact on ultimate
recipients? Is technical assistance needed to improve the NDFs'
operations?

i. The informal Sector, defined as market and
street vendors, hag traditionally had difficulty obtaining
credit. Have the NDFs been successful in attracting this sector?

D. To examine and report on the above points, five tasks
will be performed as follows:

1. System Overview: During this task the consultant
Wikl review inTormatlion ava able at AID for the purpose of
becoming as familiar as pPossible with the Solidarios project and
the Solidarios modus operandi. The scope will be refined as
needed and the consultant'g approach to the evaluation
consolidated. The results of this task will be reviewed by AID.

2. Prevaration for Data Collection: The subject of
this task is to plan the erzort which will take place under task
No. 3. On the basis of the information gathered in Task No. 1,
the requirement of field data and informatiom will be
established. Thers will be enough material for assembling an
accurate pre- sentation of the S78Cem as an instrument to ca
out a specific institutional mandate with all related operational
and financial statistics. The requirements will also be used for
developing interview guides and the research schedule for task
No. 3.

3. Visit to the Dominican Republic and Selected
Countries: The purpose or this task i3 to review an examine all
octher' available evidence of the approach followed by SOLIDARIOS
and its foundations and the results of operations and
administrative activities. The review will take place in
Washington, D.C.; Santo Domingo, Dominican Republic; Panama City,
Panama; Quito, Ecuador; Guayaquil, Ecuador; and Meswieo City,

During this task the team will collect data and GCorTema
information and will interview selected employees, officers, and ’
Supporters and beneficiaries of the lnstitutions under
examination. The plan developed under Task No. 2 will be
followed. However, it may be modified to adjust it to newly

established needs that may be identified during the visits.
P
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4. Data Analysis: The purpose of this task is to
organize and review the data and informatiom gathered in Task
No.s 1 and 3, and to develop the structured basis to present
current realities and to support recommendations for system
adaptation to new demands. The determination of these new
demands by the consultant will also facilitate the verification
of SOLIDARIOS perceptions and plans for the new servicas and
their relationship to available human and physical resources.

5. Final repvort: The report will be a source of
information to assist in the formulation of the interestad
parties' plans for future involvement in pursuit of effactive a
efficient achievement of their institutional goals. To ensure
that all needs of interested parties are satisfied, the report
will be developed in English and Spanish in three stages.

a. Production of first drafe,

b. Review of the draft with top management of
selected foundations, SOLIDARIOS, and AID, and

c. Preparation and distribution of final report.
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ATTACHMENT 1

PROGRAM DESCRIPTION.

A. Purpose of urant

The purpose of this Grant is to improve the access of Tow income groups
Jn Latin America, particularly in the rural areas, to access to capital

resources from private, non-governmental development institutions.

B. Specific Objectives

The specific objectives of this Grant are to increase the Grantee's
institutional capacity to provide member foundations with a source of credit
to support development pregrams carried out by member development foundatians
and to provide technical assistance for the development and implementation of
Projects for low fncome groups. These objectives may be achieved through a
program comprised of three elements:

1. Creation of a permanant, financially viable, revolving credit fund
administered by the Grantee, from which members can draw financial resources
in order.to implement development projects for the benefit of low income groups
in their respective countries.

21 Establishment.of a se]fhsupporting training and technical assistance
program for those member foundations who need to strengthen their planning,
administrative, and technica] capacities to develop and implement Jocal projects.

3. Institution support to strengthen the Grantee's capability to analyze

the financial, social, and economic feasibility of loan applications from

member foundations.

C. Implementation

To achieve the above objectives the Grantee shall carry out the following
activities with the funds provided by this Grant:
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SOLIDARIOS

Consejo de Fundaciones Americanas de Desarrollo

RAT DER AMERIKANISCHEN ENTWICKLUNGSSTIFTUNGEN - CON-
SEIL DE FONDATIONS AMERICAINES DE DEVELOPPEMENT - RAAD
DER AMERIKAANSE ONTWIKKELINGSSTICHTINGEN - COUNCIL OF
AMERICAN DEVELOPMENT FOUNDATIONS - CONSELHO DE FUNDA.
¢OES AMERICANAS DE DESENVOLVIMENTO

March 19th, 1982

No. 82 -~ 306

Mr. Michael Lofstrom
Dept. of State - A.I.D.
LAC/DR, Rm. 2252
Washington, D.C. 20523
United States of America

Dear Mike:

Enclosed please find "Evaluation Project Summary
of SOLIDARICS-AID Irogram", that shows the bkacic steps
to be followed in the gathering of socio-economic in-
formation from a sample of final beneficiaries of the
program. This information will serve as a basis for.
the preparation of the Annual Evaluation Report and with
it we would coxrly with Clause D-4 Attachment I of Grant
No. AID/LAC-G-1291 PIO/T No. 598-387-1-6587336 and the
recommendations of the Evaluation Project Summary (PES)-
Part I.

We would appreciate receiving your comments on this
matter, and meanwhile we remain,

Yours truly,

Lic. Enrique A. Fernindez P.
Secretary General

¢.c. John Clary, AID/DR
Enclosure

EAFP'met.

Gustavo A, Mejia Ricart No. 68, Piss 2 - Apartado Postal 620 - Santo Domingo, Republica Dominicana
Teléfonos: (809) 566-5641,567-6313.- Cable: SOLIDARIOS - Telex: ITT 3460597 - RCA 4295
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PROYECTO DEL SISTEMA DE EVALUACION
PROGRAMA SOLIDARIOS-AID

1. FUNDAMENTACION

1. La cldusula D.4 del Attachment I del Contrato Grant
No. AID/LAC-G-1291 PIO/T No. 598-587-1-6587336, es-
tablece que SOLIDARIOS presentard anualmente a la A
gencia Interamericana para el Desrrollo un Reporte

de Evaluaci6n en una forma y formato aceptable cuyos
lineamientos exponemos an los capitulos subsiguientes.
Estereporte de Evaluacidn Anual debe reflejar el im-
pacto que ha producido sobre la situacion socioeconf-
mica de los beneficios finales su participacjén en los
proyectos financiados con fondos del Programa.

Cabe sefialar que para el cumplimiento de esta obliga-
cidn se propone un sistema que tiene en cuenta las 11
mitaciones que producen variables contextuales, como la
heterogeneidad de las realidades sociales, econémicas y
culturales de los paises involucrados en los programas y
l1as diferencias en cuanto a antiguedad y/o desarrollo de
las Fundaciones, aunque existe identidad de los objeti-
vos y se estd tendiendo a una homogeneidad en las metodo

logfas.

En este sentido, este trabajo constituye un inicio de
aplicacién de 1o elaborado y reflexionado en el PPE (Se-
minario de Programacién, Planificacién y Evaluacidon) ,
actividad encargada por SOLIDARIOS para tal fin. '
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Se tiene en un principio cuatro tipos de Funda-
ciones. caracterizadas por el destino del uso de
los fondos.

a. Los fondos constituyen garantfa a aval y
son utilizados por centrales de servicios

b. Los fondos son prestados a cooperativas le-
galmente constituidas. Estos pueden utili-
zarse para:

-Aumentar su cartera de crédito.
-Financiar actividades de comerciali-
zacidn, transporte, etc., de 1a misma
cooperativa.
-Apcyar preoyecies
vos cultivos, amp
cultivada, etc.)

Su
aci

pciados(nue

de <
lia superficie ~

6n
¢. Los fondos son prestados a grupos informales.

(1egailmente no organizados).

d. Los fondos son prestados a grupos formales.
(Tegalmente constituidos)



CaprtuLo 1

I. BASE INICIAL DE LOS DATOS

En la definicién de 1a base inicial de los datos
que se utilizard para evaluar la situacién ini -
cfal y la situacién a través del tiempo de una
muestra representativa de beneficiarios finales,
SOLIDARIOS ha seleccionado un conjunto de indi-
cadores econbmicos y sociales en base a los cua
les obtendrd 1a informaci6n que refleje los cam
bios que se han producido en la situacién de di
chos beneficiarios como consecuencia directa de
la ejecucidn del proyecto.

Tales indicadores se expresan a continuacién:
Econbnicos

-Nivel de ingresos
-Total de activos
-Volimen de produccidn
-Productividad
-Técnicas empleadas
-Empleos generados

Sociales

-Vivienda

-Servicios
Estos indicadores se utilizar&n para conocer hasta
que punto se han logrado resultados tales como:

- Mejoras en la calidad de vida de los beneficfarios

y sus familias.

- Mayo; demanda de servicios (agua, electricidad,
etc.

- Aumento de la produccibn o broductividad.
- Diversificacién de la producciédn.

55

N\



IIO

-4 -

- Mejoras en las técnicas de produccion empleadas
- Creacibn de nuevos empleos.. _
- Incrementacién en el nivel de ingresos.

Este conjunto de informaciones ser§ captada a través de
una encuesta realizada a una muestra representativa de
beneficiarios finales que han recibido financiamiento del
programa SOLIDARIOS-AID.

E1 instrumento a utilizar en la recopilacibn de 1a infor
macién es un formulario a aplicarse en dos etapas diferen
tes; 12 primera es al inicio del programa acompafiada de un
informe preliminar que se utilizari en la seleccién de la
muestra y la segunda serd efectuada al momento de realizar
la evaluaci6n final de 1a muestra de beneficiarios selec-
cionados.

Todo 1o expresado en el pdrrafo anterior aparece
en mis detalle en los capftulos que tratamos a continuacién.

SISTEMA DE RECOPILACION

1. Instrumentos de Recopilacién
En Ta recopilacién de los datos se utilizar&n basicamen
te tres (3) formularios:

1.1. Formulario Preliminar (formulario F-0): Su utilidad
reside inicamente en servir de base para la selec-
cién de la muestra.

1.2. Formulario Inicial (Formulario F-1): A ser usado
para obtener informacién que refleje la situacién
del productor antes de participar en el programa.

1.3. Formulario Final (Formulario F-2): Es el mismo ini
cial pero 2justado y serd utilizado para captar in
formacién del productor después de haber participa
do en el programa.

Copia de cada uno de estos formularios se adjuntan
como anexo #1.
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2. Recoleccibn de Datos

2.1. E1 formulario preliminar (F-0), sera completado

por cada FND al inicio del Programa al procesar
- la solicitud de crédito del grupo asociativo.

En este formulario aparecerd un listado numera-
do de cada uno de los miembros del grupo. Copia
de estos informes deberédn ser remitidosa SOLIDA
RIOS conjuntamente con las justificaciones y so
licitudes de desembolsos efectuados por cada FND.

2.2. E1 formulario (F-1), sera completado por la FND
al inicio del programa al procesar la solicitud
de crédito del grupo asociativo, 1lenando uno por
cada beneficiario final,

2.3. E1 formulario final (F-2) serd completado por cada
FND anualmente para recopilar la informacibén que
suministrard una muestra representativa de los be-
neficiarivs finales gue formaran parte de la mues-
tra se explica con mds detalle en el capftulo IV.

2.4. SOLIDARIOS requerird los datos recabados a través
de los formularios inicial y final, 90 dias antes
de la fecha en que debe presentar el informe al
Banco (1° de Mayo de cada aifo), es decir, las FND
tendrdn como plazo hasta el 31 de Enero-de cada afio
para entregar su informe.

3. Control en la Recopilacibn

3.1. SOLIDARIOS realizaré la seleccidén de 1a muestra con
el propbésito de:

- Homogenizar las metodologfas y procedimientos en
la seleccibn de la muestra a fin de evitar las dis
torsiones que puedan ocurrir como consecuencia de
segquimientos diferentes o no correctos en la reco-
pilacifn de los datos.

- Aumentar el grado de representabilidad de 1a infor
maci6n suministrada por las FND al disminuir el
riesgo de que s6lo se envien datos referentes a los
berneficiarios que hayan experimentado los cambios
positivos mds favorables.

3.2, Por otro lado SOLIDARIOS, a fin de incrementar la con
fiabilidad de los datos seleccionard en tres paises,
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tres fundaciones para efectuar la.recopilacién

de los datos en campo. En cuanto a las FND res
tantes, SOLIDARIOS requer'rd un informe explica
tivo acerca de los métodos, procedimientos y pa
sos seguidos en la recopilacibébn de la informacién.

‘II1. SISTEMA DE MUESTREO

1. Uhiverso

2. Seleccidn de la muestra.

La seleccibfn se efectuard mediante un muestreo
estratificado proporcional, con las siguientes
caracteristicas: ‘

2.1..Los estratos son cinco clasificados por
sectores. :
i. Agricola
ii. Pecuario
iii. Artesania y/o pequefia Industria
iv. Infraestructura
v. Comercializacitn

2.2. La participacidn de cada estrato en la
muestra serd directamente proporcional al ta
mafio del estrato dentro del vuniverso .- --

a fin de evitar la influencia que puedan ejer
cer los pesos relativos de cada estrato.

2.3. La seleccidn de los elementos de la muestra
se realizaré aleatoriamente, pero no serén
fncluidos en la muestra mas del 33% de bene-
ficiarios finales pertenecientes a un mismo
grupo.

2.4. E1 tamafio de 1a muestra ser§ igual a un 10%
de los beneficiarios finales para cada FND.

2.5. En base a las consideraciones expresadas en
los pérrafos anteriores SOLIDARIOS efectuard
la seleccidn de la muestra a través del for-
mulario preliminar.

Oportunamente SOLIDARIOS remitird a cada FND el
listado de los beneficiarios que formardn parte
de la muestra.
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IV. SISTEMA DE ORGANIZACION

1.

FND

Una vez aprobada la solicitud de crédito del grupo
asociativo se inicia la recopilacibén y organizacién
de los datos de la forma siguiente:

1.1. Recabard de cada uno de los benficiarios fina-
les (miembros del grupo) la informacibn nece-
saria para cumplimentar con los formularios
preliminar e inicial (formularios F-0 y F-1).

1.2. Completados los formularios, el preliminar de-
berd ser remitido conforme aloindicado en el
punto 2.1. del capitulo IlI.

E1 formulario inicial, conteniendo la informa-
cién necesaria que servird de base para efec-
tuar Ta coiiparecidn % Tinal del ndiero y tipo
de proyecto hasta el momento de ser utilizada.

1.3. Cada FND designard una persona que serd la
responsable ante SOLIDARIOS de la supervisién y
control de la recopilacidén de los datos.

1.4. Luego que cada FND haya recabado toda la infor-
macidn necesaria, es decir, una vez completados
los formularios inicial y final para la muestra
de beneficiarios seleccionada, éstos serdn remi
tidos a SOLIDARIOS para su tabulacién, andlisis
y presentacidén al AID.

SOLIDARIOS

2.1. Los formularios preliminares enviados por cada
FND serdn archivados, clasificados por fundacién,
tipo de proyecto y plazos.

2.2. A requerimiento de las FND, SOLIDARIOS remitira
una 1ista de los beneficiarios finales selecciona
dos que integran la muestra que serf sujeta a eva
luacibn final.

2.3, Recibidos los formularios de evaluacibén se 1leva-
r§ a cabo su procesamiento y sfntesis, para su
presentacién al AID.
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2.4. Los informes de evaluacifn presentados al AID
resultardn de 1a interpretaciébn y andlisis
de 1a informacibn recopilada a través de las
FNDsy estard compuesto por los siguientes ca-
pitulos:

1. Taracterfsticas de los beneficiarios
directos.

2. Cumplimiento de metas.
3. Cambios en los beneficiarfos directos.

4, gnformacién sobre los proyectos financia
0s.

5. Limitaciones e 1nconvenientes.
6. Observaciones.
7. Conclusiones
2.5. Cabe sefialar que SOLIDARIOS brindar§ todo el
apoyo logistico necesario para el cumplimiento
de estas acciones.

2.6. Se propone que copia de estos informes sean remi
tidos a las FND.

Marzo 19, 1982
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Anexo

PROGRAMA SOLIDARIOS - AID
FoRMULARIO PRELIMINAR

FORMULARIO PRELIMINAR (F-0)
N°del Proyectn

FUNDACION

Grupo o Asociacién

Iipo de Proyecto:

IZ

/ Agricola /~| rtesanfa y
‘ Pequenia Induscria

/ / Pecuario

/_/ Cozmercializacifn [:/ Infraestructura

NOTA: En el caso de proyectos mixtos favor Je @wArcar las casillas
- que lo conformen.

Nombre del N° Monto Destino
Beneficiario Pr&stamo
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Fecha de inicio del proyecto

Fecha de fin del proyecto

. Fecha en que recibif el préstamo

Plazo del préstamo

FTecha

Nozbre del funcionario de la Fundacién
que prepara este formulario

Cargo

Firma



FND

1.

PROGRAMA SOLIDARIOS ~ AID

ForMuLARIO EvALuACION BENEFICIARIO FinaL

FORMULARIO INICIAL (F - 1) N°®
Fecha
DATOS GENERALES
Nombre Edad

2.

3.

b,

Grupo o Asociacidn

N°dependientes

Tipo de Proyecto

Destino

PERFIL DEL BENEFICIARIO

l Ingresos anuales estimados (USS) _ Activous (USS) |
! Indice de precios actual
COSTO TOTAL DEL PROYECTO (US$)
Detalle Mano de obra| Tierra Ecuipo| Materiales| Otros| To t a l
Monto del créditd
Aporte personal
Otros aportes
Total
PRODUCCION
4.1 Agricola
Detalle Superficie Produccién Valor Estimado Fuente
Cultivada Estimada Produccidn Financiamiento
- Has., Kilos Uss$




4.2 PRODUCCION PECUARIA

Detalle Cantidad Produccidn Valor de la Fuente de Finan-
Produccién ciamiento
(Uss$)

5. INSUMOS Y TECNICAS

.1 TECNICAS AGRICOLAS 5.2 TECNICAS PECUARIAS
Detalle (x) Detalle (x)
Fertilizantes Alimentos concentrados
Insecticidas Vacunas sus animales
Pesticidas Cura sus animales
Otros Otros
6. ARTESANIA Y/0 PEQUENA INDUSTRIA
6.1 PRODUCCION ANUAL ESTIMADA
Detalle Produccidn Valor Estimado Nimero Jornadas
estimada Produccién Empleos Diarias
(Unidad) (Us$)

7. COMERCIALIZACION

7.1 Qué problemas en la comercializacifn desea resolver con la ejecucidn del pro-

yecto?

Detalle (x) , i
—Alnacegamiento -

Transporte Otros (especifique) '

Falta liquidez 7}k‘/




7.2

Mercadea su produccion a pd Volizen Valor (LUSS)
través de :

Cooperat:ivas

Intermediario (s)

Personal-ence

Otros

8. ISFRAESTRUCTURA

B.l QuE ca=dios positivos espera que se produzza con la ejecucifn del Proyecto?

- w - e e

9. VIVIENDA Y SERVICIOS

Catgg;rias! x ,Paredes x i?isos !x ITecho !x 'Habiliaria ___lx Servicies ‘L
Previa | lvaders | vrazritio! lzime | Muebles de sala| Electric:tas
Arrendada , Piedra !Tierra ; !Te‘as l Radio ' ‘Agua |
1 R
Estatal ‘ Pal=a i !Ce:ento ! Pal=a ! Televisidn l lSeni;ario |
Ced:ida ! Adode , lxzfera 5 Ashasto ! Refrigerad:- Jtros *L
Otros l ] ! | !
L | | ] | T
10. C3SZRVACIONES
Nombre
Firma Fecha 9



1.

PROGRAMA SOLIDARIOS/AID
FORMULARIO EVALUACION BENEFICIARIO FINAL

Furs 1AFIO FINAL (F-2)

DATOS CENERALES

FELHA

Crusc o Asociacidn

Tipo de Pro&ccto

2. PLET1L TEL BENEFICLARIO

!

3.

| Ingreso anual estimado (US$)

Actives(USS)

3.1, AGRICCLA

lj;uﬁce de_precios sctual

’ Detaille fuperticie| Frcduccidn Valer |
Cultivada Est}maia Fstirads
, Haa, ¢q Prodi:cién
. (Gesy ]
! ! |
M ) i
{ —_— - -— i
{ ' |
3.2 PICUARIA
Duzalie Cantidad Producci8n Valor de la
Produccién
UsS




5.

con la ejecucidn ‘el aroyecto ?

ANSUMYS Y TELNTONS

4.1 AcRTICHIAS 4.2 PECLARLAS
Detalle x Detalle x
Fertilizantes Alimentos concentraios
Insecticidas Vacuna sus anisales
Pesticidas Cura sus anizales
Otros Otros

ARTESANIA Y/O PEQUESA INDUSTRIA

5.1 PRODUCCION ANUAL ESTIMADA

, Produccin | Valor Estimado | Nimero Jornadas
Detalle Estimada Produccida Eopleos Diariay
(Unidad) (Uss$)
COMERCIALtZACION
6.1 ué prodlezas <n la cemercializacidn de su produccidn hun ieedads regyelecs

IDetalle (x) Otros (especifique)
Transporte

Falta liquidez

Almacenamiento [
Hercadea su producto a % Volimen Valor  (USS)

través de:

Cooperativas

lntermediariq (s)

Persanalmentoe
ey .

Ot ros

- — ———— —— -

)



T wné amv. s eqperadus se han producido cHmo von.e- it 1 el pravecta?

8. VIVIENDA 1 SERVICIOS
’ | . . .
Categnrias |« !?aredes ‘n | Pisos x | Techo xj?«:bnl;:::: J"‘ Servicios
Prooia i ‘wadera + !Tierra Zing {Sah Electricidad
1 K l r
Arraadyls ' {Pledra ! | Cementn Tejas .Radin Azua
{ o | . . \
Estaral ! LP.\I::.; * | Madera Pal=a iTelivisila Sanitario
e : [ |
Cedida v 'adobe ! ]Ladtiuo Abesto Refrigerslor Otros
LI
Ntros . ! _
[} 1
) 1 H '
o ' ? b

9. RESULIADCS L FROTECTO

9.0 EJICUTITN Y DESARPOLLO

Reci®13 3 ::~=~0 el srésitamo :
h .

i - : .
avietid t::s el liners ea lo estipulado ——

£Y T

A5 ¢ 1. a5 tCenilas revo~merdadas

- ey v -

Conatue.s 222035 1as 1nau=0s necesarios

‘Cantd .= '3 s416tencid técnica 3 tiempo

Se Jlesarrslifen forma ror=al el provecto . !

Huho or-~s=as jue di.ziauveran la oroduccidn

Fn ca.w ‘e -atestar nezativamente alguna de las preguatis inzeriores, explique
vImo afei st al provect. 9 2 la produccion.




9.2 RESULTADOS FCUNUMICUS
9,2,1 Cuil fue el .bencfiiio neto wbtentda. ('55)

9.2.2 Mejoriron sus 1ngresos - ame consevencia del proyecto? l:/ si /) No
14

En qué propordifin
9.2.3 Disminuyeron los costos de preduccidn? IZ1 si [/ No

En qué prororcidn ]

En caso de contestar negativarmente alinna e .as preguntas anteriores, axplique
céoo afectd al proyecto o a la preduiidn,

...\E '-...

Ingsitimion

Fecra

B





