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APPENDIX A. FINANCIAL AND ECONOMIC ANALYSES
OF SELECTED FIRMS

Introduction

This appendix contains a financial and economic analysis
of selected small :~nd ~1edium-sized enterprises in the indus­
trial and commercial sectors. The main purposes of this
investigation are to: (1) assess the financial status of
selected firms in these sectors; and (2) estimate tf&e economic
impact of investments made by these types of firms. To thia
end, the research team conducted a financial and economic
analysis of a group of five firms that have requested, and
obtained, loans from Financiera Industrial y Agropecuaria
(FIA). Four of these firms produce industrial products and
the fifth retails goods manufactured by small shoemakers •
These firms represent traditional beneficiar.ies of programs to
promote the development of small and medium-scale enterprises.
I~ addition to these firms, however, the research team has
collected financial information for a group of five firms in
the commercial sector, generally considered to be outside the
focus of technical and financial assistance. provided by
development programs. None of the small firms included in
this second group has received loans from an established
financial institution.

Firms that Have Received Loans

Antecedent9

The group of five companies that have obtained financing
from FIA have been selected for analysis because they were the
firet onee to receive fina!"..ci!".!] from 't.."-is entity a..'ld naye more
complete information records. These fir.ms are:

Comercial Erika

This company started as a small carpentry shop in the
city of San Pedro Sula in 1980, producing custom-made furni­
ture made of precious woods. Its sales grew rapidly,
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motivating its owners to move the workshop to Tegucigalpa in
1983. The growing firm established strong commercial links
with domestic wholesalers in the principal cities of Honduras
and opened its own retail outlet in the capital city. In
198j, Comercial Erika obtained a loan from FIA to purchase
machinery, land, and materials to construct a new plant and
for working capital.

Guantesa

Formed in San Pedro Sula in 1980, this firm produces
industrial gloves and boots, utilizing domestically produced
leather and manmade materials. In 1985, the company obtained
a loan from FIA to acquire the machinery and operating capital
needed for the produ~tion of soccer balls and shoes.

Madetex

This company was formed in 1984 to produce furniture,
renting the facilities and machinery of another firm. Madetex
obtained financing from FIA to purchase complementary machine­
ry and working capital. Most of its production was to be
exported to the u.S. market, where the company has established
stable linkages with importers and distributors.

Fibra P1ast

Even though this company was formed in 1981, it began to
operate in 1984 in an experimental form. In 1985, on~e it
developed a reliable production method, it obtained financial
support from FIA to set up its plant, purchase machinery and
equipI'l'Ient, and obtain the necessary working capital.

La Fraternidad

This company is a cooperative organization established in
1973. It groups 236 members who produce shoes in several
cities and villages of the country. Most members operate
small workshops and employ from five to six assistants and
apprentices. In 1985, the company obtained a loan from FIA to
open its own retail outlet in the Las Americas market of
Tegucigalpa, establishing an alternative marketing channel for
'the produetien e-f its iiicTlDers.

Analytical Method

To perform financial analyses and economic impact assess­
ments for each one of the above firms, the research team
utilized both FIA evaluation reports, before the loans were
granted, and financial information submitted by each firm to
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FIA after the loans were provided (see Tables 1-5). Based on
this information, a five-year financial projection was made
for each firm, consisting of summary balance sheets, income
statements, and cash flows. In all cases, financial
projections made before disbursement of loans have been
adjusted witil data obtained during project implementation.
For every firm, it has been assumed that assets are liquidated
at the end of the fifth ye~r, at prices equal to their initial
value minus their accumulated depreciation. Loan terms for
each firm vary, ranging from 24 to 33 months for operating
capital and 24 to 54 months for investment in fixed assets.
Interest rates for both working capital and investment in
fixed .'lssets equal 21 percent. Sales revenues have been
projected assuming a 12 percent annual growth rate, which
accounts for both inflation and increased sales volumes.
Operating costs have bee11 estimated to grow as a fj,xed
percentage of sales revenues.

Financial Internal Rates of Return (IRRs) were obtained
by equating the stream of net income flows to the initial cost
of investment. Economic IRRs were estimated by adjusting each
company's net income flows to account for the economic prices
of labor and foreign exchange. The economic or shadow price
of labor was obtained by assuming that, without investment, 15
percent of the new hires would have been unemployed; hence, 15
percent of the wage bill paid to the newly hired employees was
included as an additional revenue. To measure the shadow
price of foreign exchange, 25 percent of foreign exchange
earnings corresponding to exports -- or import substitution -­
have been added to and 25 percent of foreign exchange dis­
bursements corresponding to raw materials imports have b~en

deducted from revenue streams of each company.

Principal Results and Observations

Tables 6 and 7 present the main results of this analysis,
showing the incremental employment induced by the new invest­
ments, the share of output sold in foreign markets, the share
of inputs purchased abroad, and the financial and economic
IRRs. As can be observed in Table 6, the financial and
economic internal rates of return for each firm are very
attractive, when compared to the opportunity cost of financial
J;eS6l.ireeS in 'the eouni:ry (-approxima'tely 20 pereen't;. This
demonstrates the financial viability and importance to the
economy of funds channeled for investment by the small and
medium-sized companies under analysis. Table 7 provides
information about the incremental investment in each firm
(including FIA loans and equity contribution), the amounts
paid by each firm as wages to newly hired employees, the cost
of creating each new job (found by dividing the incremental
investment between the number of newly hired employees), the
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Table 1. Comercial Erika: Financial and Economic Analysis

Before the Incremental
new loan investment Year 0 Year 1 Year 2 Year 3 Year 4 Year 5

A. BALANCE SHEET

Assets

Current Assets 100 18 118 187 234 293 349 689
Noncurrent Assets 110 54 164 158 152 146 149
Total Assets 210 72 282 345 386 439 489 689

Liabilities

Current liabilities 3 3 12 17 24 24
Noncurrent Liabilities 22 55 77 65 48 24
Equity 185 17 202 202 202 202 202 202
Retained Earnings 66 119 189 263 487
Total Liabilities and Equity 210 72 • 282 345 386 439 489 689

B. INCOME STATEMENT

Sales 251 302 375 420 604
Cost of Sales 131 178 244 273 305
Gross Profits 120 124 131 147 299
Other Costs 49 56 48 63 70
Financial Costs 5 IS 13 10 5
Net Income 66 53 70 74 224

C. CASH FLOW

Net Income 66 53 70 14 224
Plus Depreciation 6 6 6 6 6
Less Incremental Investment -210 -72
Ne t Cash Flow -210 -72 72 59 76 80 230
IRR (1): 0.12
IRR (2): 0.62

Continued

>-- I
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Table 1 continued

Before the Incremental
new loan investment Year 0 Year 1 Year 2 Yeai:' 3 Year 4 Year 5

D. FINANCIAL RATIOI;

a. Return on Sales 0.26 0.18 0.19 0.18 0.37
(Net Incpme/Revenues)

b. Return on Equtiy 0.33 0.26 0.35 0.37 1.11
(Net Incpme/Equity)

c. Return on Assets 0.19 0.14 0.16 0.15 0.33
(Net Incume/Assets)

d. Total Liabilities/Total Equity 0.38 0.32 0.24 0.12 0.00
e. Total Liab~lities/TotalAssets 0.22 0.17 0.11 0.05 0.00
f. Curre~t As~ets/CurrentLiabilities 15.58 13.76 12.21 14.54 ERR

»
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Table 2. Guantesa: Financial and Economic Analysis

Before the Incremental
new loan investment Year 0 Year 1 Year 2 Year 3 Year 4 Year 5-.

A. BALANCE SHEET

Assets

Current Assets 60 25 85 210 439 604 1.032 1.873
Noncurrent Assets 65 50 115 104 93 82 71
Total Assets 125 . 75 200 314 532 786 1.103 1.873

Liabilities

Current Liabilities 50 50 25 25
Noncurrent Liabi1ities 50 50 25
Equity 75 25 100 100 100 100 100 100
Retained Earning~ 164 407 686 1.003 1.713
Total Liabilitiea and Equity 125 75 200 314 532 786 1.103 1.873

B. INCOME STATEMENT

Sales 450 676 757 847 1.009
Cost of Sales 202 304 340 381 227
Gross Profits 248 372 417 466 782
Other Costs 79 119 133 149 12
Financial Costs 5 10 5
Net Income 164 143 279 317 770

C. CASH FLOW .
Net Income 164 243 279 317 770
Plus Depreciatl011 11 11 11 11 11
Less Incremental Investment -124 -17
Net Cash Flow -125 -75
IRR (1): 0.57
IRR (2): 1.30

Continued
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0-.
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Before the Incremental
new loan investment Year 0 Year 1 Year 2 Year 3 Year 4 Year 5.

D. FINANCIAL RATIOI;

a. Return on I;ales 0.36 0.36 0.37 0.37 0.76
(Net Incpme/Revenues)

b. Return on l~qu1ty 1.64 2.43 2.79 3.17 7.70
(Net Incpme/Equity)

c. Return on ~\ssets 0.52 0.46 0.35 0.29 C.41
(Net Inc!)me/Assets)

d. Total Liab~l1tles/TotalEquity 0.50 0.25 0.00 0.00 0.00
e. Total L1abll1t1es/Total Assets 0.16 0.05 0.00 0.00 0.00

>
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Table 3. Madetex: Financial and Economic Analysis

Before the Incremental
new loan investment Year 0 Year 1 Year 2 Year 3 Year 4 Year 5

.
A. BALANCE SHEET

Assets

Current Assets 196 224 420 265 332 419 603 962
Noncurrent Assets 20 90 110 103 96 89 82
Total Assets 216 314 530 368 428 508 685 962

Liabilities

Current Liabil~ie9 36 100 136 66 66 16 16 17
Noncurrent Liab[lities 181 181 115 49 33 17
Equity 180 33 213 213 213 213 213 213
Retained Earnin~s -26 100 246 439 732
Total Liabilitill!s and Equity 216 314 530 368 428 508 685 562

B. INCOME STATEMEN~

Sales 698 783 878 983 1.175
Cost of Sales 572 507 567 635 711
Gross Profits 126 276 311 348 464
Other Costs 121 106 118 132 148
Financial Costs 31 44 47 23 23
Net Income -26 126 146 193 293

C. CASH FLOW

Net Income -26 126 146 193 293
Plus Depreciatipn 7 7 7 7 7
Less Incrementall Investment -216 -181
Net Cash Flow -216 -181 -19 133 153 200 300
IRR (1): 0.13
IRR (2): 0.35

Cont'inued >
I
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Before the Incremental
new loan investment Year 0 Year 1 Year 2 Year 3 Year 4 Year 5

--..,

D. FINANCIAL "RATIOS

a. Return on Bales -0.04 0.16 0.17 0.20 0.25
(Net Incpme/Revenues)

b. Return on I~uity -0.12 0.59 0.69 0.91 1.38
(Net Incpme/Equity)

c. Return on ~\ssets -0.07 0.29 0.29 0.28 0.30
(Net Incpme/Assets)

d. Total Liabllities/Total Equity 0.85 0.54 0.23 0.15 0.08
e. Total Liabllities/Total Assets 0.49 0.27 0.10 0.05 0 ..02
f. Current Aaliets/Current Liabilities 4.02 5.93 26.19 37.69 56.59

•
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Ta~le 4. FIBRA PLAS: Financial and Economic Analysis

Before the Incremental
new loan investment Year 0 Year 1 Year 2 Year 3 Year 4 Year 5

A. ~ALANCE SHEET

Assets

Current Assets 38 15 53 93 130 165 206 443
Noncurrent Asse:ts 138 30 168 159 142 125 108
Total Assets 176 45 221 252 272 290 314 443

Liabilities

Current Liabilities 7 7 15 15 15
Noncurrent Liabilities 15 30 45 30 15
Equity 154 15 169 169 169 169 169 169
Retained Earniqgs 38 73 106 145 274
Total Liabilit.es and Equity H6 45 221 252 272 290 314 443

B. INCOME STATEMENT

Sales 137 151 176 182 292
Cost of Sales 59 73 88 85 106
Gross Profits 78 78 88 97 186
Other Costs 34 38 51 56 55
Financial Costs 6 5 4 2 2
Net Income 38 35 33 39 129

C. CASH Fi.~

Net Income 38 35 33 39 129
Plus Depreciatilon 9 17 17 17 11
Less Incrementa[ Investment -176 -4j

Net Cash Flow -176 -45 47 52 50 56 140
IRR (1): 0.09
IRR (2): .0.67

-
Continued :>
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Table 4 continued
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Before the Incremental
new loan investment Year 0 Year 1 Year 2 Year 3 Year 4 Year 5

D. FINANCIAL RATIO~:

a. Rt;:tuJU on ~iales 0.28 0.23 0.19 0.21 0.44
(Net Inc~ae/Revenues)

b. Return on .:quity 0.22 0.21 0.2(; 0.23 0.76
(Net Inc~ae/Equity)

c. Retur.n on ~Lssets 0.15 0.13 0.11 0.12 0.29
(t\et Inc:qlme/Assets)

d. TotaJ. Liab~.lities/TotalEquity 0.21 0.18 0.09 0.00 0.00
e. Total Liab~.lities/TotalAssets 0.18 0.11 0.05 0.00 0.00
f. Current AS~let'8/Current Liabilities 6.20 8.61 ll~OO ERR ERR
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Table S. La Fraternidad: Financial and Economic Analysis

Before the Incremental
new loan investment Year 0 Year 1 Year 2 Year 3 Year 4 Year 5

,

A. BALANCE SHEET

Assets

Current Assets 25 25 35.5 48 64.5 90 118
Noncurrent Assets 5 5 4.5 4 3.5 3
Total Assets 30 30 40 52 68 93 118

Liabilities

Current Liabilities 6 6 6 7
Noncurrent LiabilitlLes 25 25 19 13 • 7
Equity 5 5 5 5 5 5 5
Retained Earnings 10 28 50 81 113
Total Liabilities alld Equity 30 30 40 52 68 93 118

B. INCOME STATEMENT

Sales 136 182 229 271 271
Cost of Sales 114 152 193 227 227
Gross Profits 22 30 36 44 44
Other Costs 7 8 11 12 12
Financial Costs 5 4 3 1
Net Income 10 18 22 31 32

C. CASH FLOW

Net Income 10 18 22 31 32
Plus Depreciation 0.5 0.5 0.5 0.5 0.5
Less Incremental In~'estment -30
Net Cash Flow -30 10.5 18.5 22.5 31.5 32.5
IRR (1): 0.38
IRR (2): 0.38

Continued
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Table 5 continued

Before the Incremental
new loan investment Year 0 Year 1 Year 2 Year 3 Year 4 Year 5

D. FINANCIAL RATIOS

a. Return on Sal~s

(Net Income~Revenues) 0.07 0.10 0.10 0.11 0.12
b. Return on Equ~ty

(Net Income~Equtiy) 2.00 3.60 4.40 6.20 6.40
c. Return on Ass~ts 0.25 0.35 0.32 0.33 0.27

(Net IncomeA!ssets)
d. Total Liabili~ies/TotalEquity 5.00 3.80 2.60 1.40 0.00
e. Total Liabili~ies/TotalAssets 0.63 0.37 0.19 0.08 0.00

>
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Table 6. Firms that Have Received Financing
from FIA: Principal Results o~ Financial

and Economic Analysis

No. of persona Exports Imports
employed IRR %

(X (X
Name of firm Before After of sales) of costs) Fin. Econ.

Commercial Erika 14 6 b 62 70

Guantesa 22 18 SOc 1.30 1.63

MadEltex 49 58d 60 25 35 63

Fibra Plast 6 2Sc 67 79

La Fraternidad 3e 38 38

a. The projections for each one of the firms are shown in
Tables 1 through 5.

b. Data are not available concerning the importation of
pneumatics for soccer balls produced by the company.

c. Refers to import substitution.
d. An inconsistency exists between FIA evaluation

documents and financial information presented by the firm.
e. Includes only the new jobs created at the retail

level.
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Table 7. Firms that Have Received Financing
from FIA: Economic Impact Indicators

•
Foreign

Increm. New employm. Cost of exchange
invest yr. wage bill new empl. earn. Added value

• Name of firm (L.OOO) (L.OOO) (L./Job) (L.OOO) (% of sales)

Comercial Erika 72 75 17,000 46

Guantesa 75 148 4,166 338 48

Madetex 314 15 26,166 469 29
- • Fibra Plas 45 63 7,500 38 62

La Frat.ernidad 30 4 10,000 n.a •

.,

f
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foreign exchange earned for exports, and each company's added
value.

It can be observed that there is a wide range of varia­
tion between firms with respect to both financial position and
economic impact. For example, from a financial and economic
viewpoint, Guantesa is by far the most appealing investment,
mainly because of its labor-intensive production techniques,
the uae of predominantly local raw materials, and the exis­
tence of a captive domestic market which is presently sat­
isfied with imported products. This company exhibits the
lowest investment for each new employment position created
(L4,166) and the highest financial and economic internal rates
of return (1.30 and 1.63, respectively). It a1s~ has the
highest return-on-equity ratio (1.61:1 in year 1 and 7.70:1 in
year 5). Madetex shows the highest investment costs for each
new employment position established (L26,~66). However, even
though the financial IRR for this firm is smaller than the one
corresponding to La Fraternidad (0.35 versus 0.38), its
economic IRR is much larger (0.63 versus 0.38), as a conse­
quence of Madetex's foreign exchange earnings.

It should be borne in mind that the above analysis is of
an illustrative nature to provide an indication of the types
of financial and economic returns that can be obtained from
investment in the small and medium-sized business sector. It
should be taken into account, however, that the firms analyzed
-- precisely because they have all obtained financing from FIA
-- are likely to be part of those companies in the. small and
medium-sized business sector that show relatively higher IRRs
for investment. It is possible to infer that given the size
of this sector there is a large number of firms that could
undertake investment projects with equally high or lower (but
still profitable) IRRS, which have not yet received outside
financia.l support. Furthermore, it is necessary to point 'out
that the research team has not attempted to carry out a
definitive financial or economic analysis for anyone of the
five FIA firms indicated above. This would have required
additional work to harmonize FIA's evaluation reports and the
financial information provided by each firm and to collect
data not presently available.

Firms that Have Not Received
Outside Financial Assistance

Antecedents

To complement the previous analysis, the research team
studied financial information corresponding to selected small
and medium-scale firms in the commercial sector, four of which
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presently operate in the city of San Pedro Su1a and one in
Tegucigalpa. Because these firms have been traditionally
considered outside the scope of development programs, none of
them has yet applied for loans in established financial
sources nor has elaborated feasibility studies to justify new
investments. Hence, at present it is not possible to obtain
IRR estimates for new investments by these firms. These firms
are:

Seafood Market Stall

This is a family-owned business involved in seafood
retailing. It is located in E1 Rapido market and occupies a
selling area of eight square meters. It sells predominantly
curi1es, turtle eggs, and fresh and dried fish.

V~getab1e Market Stall

This firm is a family-owned business dedicated to the
retailing of fresh vegetables (including tomatoes, potatoes,
peppers, onions, lettuce, and cabbage), garlic, spices, and
beverages. It occupies an eight square meter stall in El
Rapido market. This business, together with the preceding
one, are representative of approximately 3,000 similar ones
operating in the retailing of foodstuffs in municipal markets
throughout Honduras.

Neighborhood store

This is a business in the Las Palmas area of San Pedro
Sula. It has a storage and sales area of 30 square meters.
It has no paid employees inasmuch as it is attended exclusive­
ly by family members. It operates from 6:00 a.m. to 9:00 p.m.
six days a week. It is representative of some 1,450 similar
small businesses in San Pedro Sula and approximately 6,000 in
the entire country •

Mobile Vendor

This is a uni-personal business corresponding to an
individual having established a trade route in the Concepcion

1. Data for the firms in San Pedro Sula was extracted from
Esqueli, S. A., Diagnostico en Mercadeo Agropecuario, present­
ed to USAID/Honduras, Tegucigalpa, October 1986.

"/
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and Las Palmas suburbs of San Pedro Sula. It is involved in
the retailing of all kinds of fresh vegetables, utilizing a
rented four-wheeled wooden cart, co~nonly referred to as a
troco.

CADEHSA

This acronym stands for Cadena de Detallistas de
Hondur~s, the only existing retail-owned chain in Honduras.
It is located in Tegucigalpa and, according to its sales
volume and value of assets, it is a large firm. However, it
is included in this analysis inasmuch as it is a company owned
by predominantly small-scale neighborhood store retailers. It
has approximately 230 active members-shareholders. The
company wholesales some 1,500 products to its retain members
at prices that are between 5 and 15 percent lower than in
competitive outlets.

Analytical Method

Financial infor.mation for each firm was collected by the
research t~am. This information consisted of balance sheets,
income statements, and financial ratios. Figures for the
first four companies correspond to calendar year 1985, while
those of CADEHSA correspond 'to 1984.

Principal Results and Observations

"As is presented in Table 8, there is a wide range of
variation in the financial status of the different firms. The
highest return-on-sales are obtained by the mobile vendor
(0.24:1), while the lowest corresponds to CADEHSA (0.02:1).
It has to be taken into account, however, that the low return
of this latter organization results from its explicit purpose
to transfer trade benefits to members. Returns-on-equity are
very high for the seafood stall operator and the mobile
vendor, as a consequence of the very low levels of investment
in their businesses. All firms have healthy liquidity ratios,
ranging from 4.80:1 for CADEHSA to 159.70:1 for the vegetable
stall operator (disregarding the mobile vendor which reported
no liabilities).

This brief iinaly:s-is provideB an indieatiOfi of the level
of business handled by small commercial operators in the
traditional Honduran marketing system, which has been estimat­
ed by the research team at L400 million per year in San Pedro
Sula alone. It also shows that there exists financially
viable businesses in this sector, which can offer attractive
investment opportunities.

I .
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~able 8. Firms That Have Not Received Outside Financial Assistance

Seafood Vegetable Neighborhood Mobile
stall stall store vegetable

Conce!)t operator operator (Pulperia) vendor Cadehsa

A. BALANCE .~;HEET
Assets
Current AI-ssets 2,113 3,194 15,100 230 527
Accounts Receivable 10,971 900 4,000 15
NonCUrreJllt Assets 8,000 33,428 6,300 4,135 246
Total ASSlets 21,084 36,622 22,300 8,365 788

Liabi:t.it~.es

Current ll.iabilities 960 20 1,875 113
Noncurrent Liabilities 83
Equity 500 4,000 7,000 240 134
Retained Earnings 19,624 32,602 13,425 8,125 458
Total Lialbilities and Equity 21,084 36,622 22,300 8,365 788

B. INCOME S'l'ATEMENT
Sales 109,876 85,045 144,649 33,689 2,510
Costs of Sales 78,166 62,248 122,952 20,403 2,347
Gross Pr(J,fits 31,710 22 1 797 21,697 13,286 163
Other costs 11,125 14,606 8,090 5,161 112
Net Inco~e Before Taxes 20,585 8,191 13,607 8,125 51
Taxes 960 20 375 103 8
Net Income After Taxes 19,625 8,171 13,232 8,022 43

C. FINANCIAL RATIOS
CI. Ret1.'\rn on Sales 0.18 0.10 0.09 0.24 0.02

(Net Income/Revenues)
b. Return on Equity 39.25 2.04 1.89 33.43 0.32

(Net Income/Equity)
c. Return on Assets 0.93 0.22 0.59 0.96 0.05

(flet Income Assets)
>d. Total Liabilities/Total Equity 1.92 0.01 0.27 0.00 0.84 I

e. Total Liabilities/Total Assets 0.05 .00 0.08 0.00 0.14 ....
\0

f. Current Assets/Current :~iabilities 13.63 J.59.70 B.53 :~RR 4.80
.
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Final Commentary

The previous analyses permit to formulate several com­
ments. First, with respect to financial and economic viabil­
ity of investments in the small business sector, there is a
wide range of variation depending on the specific type of
induetry,.firm's size and location, and market being served.
However, based on the information collected for the group of
five FlA loan beneficiaries, investments in all thes~ small
firms show attractive financial rates of return, ranging from
35 to 130 percent. From an economic viewpoint, investments in
these firms are even higher for lRRs go from 38 to 163 per­
cent. Moreover, these investments exhibit a positive impact
upon the level of employment and relatively low costs per job
created (which range from L4,166 to L26,166)u

Second, the analyses conducted support the finding that
development assistance for the small business sector is geared
mostly to firms in the urban industrial sector and consists
predominantly of credit. Because of this, businesses in the
commerce and service sectors, which are considered to repre­
sent the majority of small firms in Honduras, are presently
excluded from such assistance.

Third, considering the information provided by FIA with
respect to each one of its loan recipients, a system for the
evaluation of inves.tments in the small business sector has not
yet been completely established. Specifically, lRRs are not
being calculated to rank alternative investments 7 financial
information and feasibility studies presented by loan appli­
cants are not standardized; and, based on projections made
before the loans were granted, there is not a mechanism to
monitor each firm's performance.

/'11\1
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APPENDIX B. INSTITUTIONAL CASE STUDIES
AND MATRIX ANALYSIS

This appendix consists of case study summaries and a
matrix analysis of 19 institutions and programs currently
active in supporting small-scale enterprise development in
Honduras. The institutions fall into three broad categories:
implementing institutions (nine), training and technical
assistance agencies (six), and "second-story" organizations
(four).

In order to obtain a representative sample, nine imple­
menting institutions were selected for their client group
(i. e., the location, the type, the size, and the market
orientation of the enterprises supported); their attitude
toward female entrepreneurs; and their credit and training
program components. The amount of information available, the
maturity of the organization, and cyrrent or potential funding
from USAID were also considerations (Table 1).

The implementing institut.o;.ons in this review are ANMPI,
ASEPADE, CADEHSA, FEHCIL, FUNADEH, IDH. IDC/PTR (program),
OEF, and Partners. For each institution, eigh~ areas of
organizational effectiveness in SME support were covered to
provide analytical consistency. The areas are: coverap~,

organizational objectives, methodology and operating proce­
dures, managerial and administrative capacity, cost efficien­
cy/cost effectiveness, level of self-sufficiency, constraints,
and capacity to expand (Table 2).

Six technical assistance and training agencies were
selected for this review based on USAID interest, team inter-
__ 01- _A "'_ ,, •• 1_ , ~ 01"" e" "" ,..~ ~MJ:'a "'...
et::rtiii--,- ~ ~ ...":Ie......., c:r- tia"1iiiJIrVWCII""- .........- ~-...,.......",_....- .... -tt--...- -......-- -~ ---

1. A maturity level of five-plus years was dropped as an
exclusive criterion. It became the basis for comparing older
and more newly established organizations as institutions were
selected for study.

..
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Table 1. Institutional Selection Criteria
:H'iJ

CDIIP'l'R ANMPI CADEH:IA FEHCIt ABEPADE IOU Partner. rtJNADEH OU

;; INCLUSIVE CRITERIA:-

ill.nt BIl8.:
cation:

-0 Rural X X X X
Urban X X X X X

Exercl•• Cateqorx:
indu.try X X X X X X X
Aqro-lndu.try X X X X
Servlce X
CODlllorce X

81&e.:
Hi3ium X X

I Slllall X X X X X X X
IUcro X X X X
Co-ops X X

Market Orientatlon:
Domestic X X X X X X X X X
Export Interest

~ • Gender:
- lUXed X X X X X X X X-

NoHn 's Focus X

Proqram Base:
Credn X X X X X X X
'l'AI'l'rainlnq X X X X X X X X
Otber X X X

• EXCLUSIVE CRITERIA:
Information Aval1able: X X X X X X

EValuation X
Revle. X

~ Speclal Study X X X X X X X X
-

•
Maturity of Orqanlza-

X(2)£Ions 5+ years: X X 1(2) X 1 X X

OSAID Relations: :It 1 1 X X 1 X X X
CUrrently works

wUb (SBO or
FOPRIDEfI) poten·
tlal OSAID cllent 1

OPG Funded X X X

-_.

I

1/1
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Table 2. Characteristics of Implementin1 Institutions

ASEI'N>E Illft rtlW>ER OEF CDI/PrR FmCti. 0DaISA UIIl'I hrtMn
2-3 2 1 1 3-PFII -I-SSE 2 1 . 1 1-1

Coftrap .
I. LocaUon: 5 clUes 10 !!:ptos SPS-l17J .1 Yoro. Cortes 6 reqlaas 13 ~tos 9~~la 11 ~. !'mJ'SfS 51~u.

UrbaD 100\ 190 (\\roj.1 100\. -- - 70\ Yes 1~ focas 0
Rural -- 190 (proj.) -- -- 100\ 3~ ~ - llXlt
Jleqlonal Yes East Central SPS -- - - ~ Yes 6 re<J1-
National No Yes -- - -- -- - - -

2. She of rl~: (2.680) 480(365) 230(12/86) 9 business 54 SSE 47 pre • ClOCPS no 500 900 -.II _14K
1I1cro 100\ 100\ 70-80\ -- 40\ .Ic:ro - ~ 1\ -
SIull -- -- 20-30\ - 60\ aqro-lDd. -- 70' 4ft liD
fledl.. .- -- -- -- -- - 26 sa liD

3. GHlder: -- -- - -- - - 4\1~

lien 40\ 75\ 65\ -- -- 70\ of CJT'OllPS 50\ 90\ s..ll_1tlr "'
IIoeen 60\ 22\ 35\ 100\ 7\ .Iero 30\ 50\ Ill' IUC"C.' ;de!: 3n

t. Type of D1terprlse: -- -- -- - 3\ 21\ - - lie
Senlc:e 70\ 5\ - -- - -- 1~ - Yes
C_rce -- 8\ 1m 33\ 37\ 73\ - 100\. Yes
IDdustry 120-30) 33\ -- - -- - - - Yes
Artlsanarf -- -- .-- -- -- -- - - -
Aqro-Induslrlal/aqrlcultare -0- ~/49\ - 1.!90/S.590 60\ Aqro/lDd 6\ - - Yes

ClJjec:Uyes: 2-3 2 2-3 :z 2 I 1 2-3
I. DaplOflll!llt 4Je11eraUoa Yes Yes Yes-focus - Yes - ~ Yes liD
2. £llpJopent Mlnteunc:e Yes Yes Yes focus Yes -- ~ Yes Yes
3. Increase n~r of fl~ 110 110 110 -- Ye. rcx::a (cc-ops) liD liD Y~

4. lliproye Healtb of nm Yes Yes Yes-Focus Focus Yes (Cc-eps) Yes Yes Yes
5. SaYings .obllizatlua Yes No 110 -- 110 - liD 'tes Yes

6. DaMsUc ..rllet productloa lloIIesUc lloRsUc o.:-sUc: lloIIesUc lloIIesUc o.:-sUc o.-suc DI:IRstlc ~Uc

7. Export ..rtet producttoa -- - - -- Elrport

~mrlate IIetbodol0CJ71
~Ing PrInciples 1 :z 3 I I 1 0-1 2 (3 _. a;» Calrn!!rt _11

I. CredU 3.200 196 230 9 business 54 SSE 11 cc-ops 111 86 ee-ut, c:red1t 24 rar:. -WI,
Selection of beneftc1uT Yes Yes Yes Yes 110 Yes BeIItlen Yes Cre!1t. fa
OUtreac:b prOMUoa 110 110 Yes 110 110 liD liD Low .. SlII:
AgUe loan -w>llc:aUoaI1lnl..

process Yess-2 weeks 1-2 _tbs 7.eels 4 _UIs lilA 3-u Yes 3 l!Bys Cn41t fWld
"eslble lor te~ Yes Yes Yes 12-15 _U1s If/A -- les les
e-rc1al k,'lti.nt rat.. 2\_lh 16"3-1" 17\ 16\ 16' 1~ or 15\ 11") ~ 12-1ft
Loan collectl JlI 29\-26\-17\ 29\ .ara 2-3\ l1'~ra 20\ 30\ -en 0'

'" mnsayings 8Obtllaatlon Yes 110 110 110 110 110 liD Yes
Lender ..rglns 2\ -:lIItb In. )7\ Tes 12... lBanIt.' 6.S\ 13' ~ 6-11'
AedlscounUoq lIIId C)UU&IItell
s~s 110 110 110 110 110 110 ~ 110

2. Tnltnlng aDd Tedmlcal
Assistance 1-2 pertlal 100 T.A. 2 ..Ie 3 aen 2 :z 0-0 1

1-70' T.R. 62\ for 156_ 54 T.A. 86t -.ben 55 -.ben
Tanored to IleMflcluy '*1511 'es 1I1nIMI Yes Yes· T.A.-yes Yes - Yes Yes
BuildS on exist1ltg kDowledQl of

Enterprise les 110 Yes Yes. 7 les (co-op 8Od) - Yes Yes
DlpbaslzeD group _1_ Yes 110 Yes Yes 110 Yes - Yes Yes
Differentiates sllills CT~Jlcal

MnaqNent) Yes Yes/JIIFOP Yes Tes Tes Yes - S.L Yes
ProYlded paraleII to credit DurlDg During Durtoq Yes (before) Yes s-eu..s - "11M; IoG=la-; S-:JIlJ
Charges (ees 110 110 110 110 110 110 -- ~ .,
Networtloq IleDeflc1al:J 110 110 110 Yes" 110 110 - 110

~t/AdllnlstratlOD 2 IISMIU 2" 2 1 0-1 2-3 1~ly .. 2 =effect I
Desc:etltral11ed Yes 110 s-ewtlat 110 110 110 110 110 110 tI'I
Low staff tum "OftI' Low Low Yes Yes 110. R1l)b les 'Yes Yes .Yes
EKperlenced en busl_ 110 110 Yes 'rei: Yes 110 Ezatll_t Yes 110

ceaU...s

I
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Table 2 CClIIUnueI!

ASEPADf: lIlA f1lNADDI O£F alJlPTR lEIICIL CIIlDSa A1Ill'I I'wbiBs
2-3 1 1 1 3-PH1 -I-SSE 2 I I 1-2

1

IIan!'}I!!eDt/~lalstraUCID ~t.

staff tralniJIg p1_ blp1--!1t.ed Yes 110 110 Yes Partially 110 Gllod 110 l
EYa1uUon of .laff ClII CllllCrete -
pl!rfa~ st...s.arda Yea 1111lted 1 110 res --=. res Yes 1

OI'qnabaUClIIal ..agenat Goo4 rail' Eacellent. Yes Pool' Pool' ballet Good!eat.nac:!Il!d Goad
rlllllDClal lIaDal)lMeftt of

'1orgulaaUon Goo4 Poor Eacellent Yes ? bCRll_t. 1 ?
En1uaUon linked to p1_1Jf"J res Poor Yes iii> les res SUrt1D9 J&o T_
lapact euluaUoo Yes Pool' Yes 110 Yes 110 110 110 Tes

Cost Efflcl!!C7/Effecllweaesa: 2 - :2 C)-l 1-2 1 :2 1 1

Low adillal.t.raU.. ca.ts per
progr_ costs Yes hlr Yes Te. 110 110 Yes 110 ..

Cost pel' jab gl!Mrat.sd NIl 3,000 7,000 Very blqb 3,oo()-llld. - .n IIlJ. ?
coanUaates with 01..... blpl~,..

aenUng orgulaaUGIlS 110 I1fPOP Yes Yes Yes Yes/llIFntse 110 Yes {IIFOf' 'hs

Lewel of Self-Sufflcl!DCI1 1-2 - :2 0 0 2 3 I e

Funda generat.ed br tnlJlIII( JDae lfo lID 110 110 110 belief1c1ar1es 110 110 110
Funds geMnted ~ c:ndlt. 77•ClOOt(Je ./116 Yes Yes Law Ya-ll1a1lla1 Tes 110 Tes ..

Ya
Funds veaerated ~ 8lIIIIIenillp 110 110 Te. 110 110 Tes Tes Tes ..
Multiple donors 5-6 Yes Tes AIDI!z IIo.AID Yes 1Io~ Tes 110
IDdependent of Cllltaide~ Donor DoDOI' depedeat 110 lID 110 110 Tes .. ~

Prabl_: :2 - :2 :2 ~1 1 :2 1

IU'JlI iliad ....tlnllglDllS bed1ft1t Goo4 Ga'rt. Pooc £z1211.- Geed 1
Cost lfoderate Modente I'loderate Rlqh Rip B1g1l ~ Ugtl tiJIl
Coftrage GaadI OWer .ateDl1Rd Low "labal SSE-Law Goad '- - -. Lew-~t Good ralr Good Good Pool' Poor beell.. O.L 110
SunI...1 GaadI Goad Goad Goad depeDdent Goad Exeall... Gocd No
Staff T!'AIRing GoocI IIooe Good Eacel1nt Good Poor Goad 110 pnills JIo SIIE

C!p!c:ltr to E!pan4: 2-] 0-1 ] I 2 I 2-3 2-3

ClIenta with cunet etilff
slae/capaclt, Yes 110 Tes 110 Tes 110 Tes Tes JIo

Geographlcall, wUIt cunet
staff .lae/e:ae-c:lty 110 110 Tes 110 Tes 110 Tes 110 ..

Budget wUb cunet -..tat Yes lID Ye. lID T.. 110 lID Ttl !fl
Praqr_ areas 110 110 .,. res SSE-JID 110 Tes .. !Ie
Ilequlre. DO c:IIutn/1a ...t~t.-

tlona1 phtJosapby, ~tql
orlenlaUClII Ye. Tes Tes Yes: _ lID Tes co-G9 - Y..~ bdl:stx7 .,

:=
I
.:.
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SME support institutions. ~hQ agencies are INFOP, INCAE,
GEMAH, CADEIDi, CIDE, and IDEA. The areas of organizational
effectiveness mentioned above were used -- with a more de­
tailed focus on training and technical assistance components
and methodologies. Another category was added to highlight
~ho relevanco of tho various programs to the SME sector (Table
3) •

FOUl:' "second-story" organiza;':ions wore examined during
this review. A "second-story" organization is defined as one
that does not currently implement a support program directly
to SMEs, or one, Auch as COl, that has the potential to reach
institutional rather than individual beneficiaries. Organiza­
tions in this category are ANDI!PYME, COl, CCIC, and FOPRIDEH.
The same areas of organizational effectiveness were employed,
although three categories were expanded: type of orga­
nization, program components and concerns relevant to broad
based institutional and SME support (Table 4) •
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'll'able 3. Characteristics: Some T.A. and Training Organization

INFOP GDWf CADERH INCAE CIDE IDfA

COVERAGE:

1. Location:

Urban
Rural
Regional
National

2. Size of Fir.:

Micro
SIIall
Mediua

3. Gender:

3

TEG., SPS, Lai
Ceiba, others
Yes
Yes
Yes
Nearly (l984)

Via PVOS
Yes
Yes

o
SPS, TEG.

Entirely
No
No
No

No
No
30-40\

2 0+

TrainiiOg lost. C.A./TEG.
6 cities

Prillarlly
No

Yes No
llipliclt scop N.A. National Focus

No
tialted
Yes

Yes

Based c::cnenqe
fiG., student

Pote!!t1al

Est.. 1987:" 18

~ early
roo early
~ early

!'EGOCIGUa

Too early
No
No

!.st. 1987: 30

1'0.:: early
!co early
":00 early

Men

NoIIen

4. Type of Enterprise:

service
Comerce
Industry
ArUsanry
Agro-Livestock

OBJECTIVES:

1. DlployJlent GeneraUoo
2. Eaployllent Maintenance
3. Increase N

nuaber of firas
4. Iliprove health of Fim

Trainees:

9'
68\
68\
23\

2

No
No

No
Yes

92\ Ind. Me.­
bership

8\ Ind. M9­
bersbip

• (Estiaate)

31\
36\
30\
No

I

No
No

HI.
Yes

3

N.A.

I

No
No

No
Yes

?

?

Yes
Yes
Yes
No
No

-0- see (PYME)

No
No

No
Yes

?

?

Pre-entrep.

~ early
Too early
Teo early
Teo early

Yes
Yes

Yes
Yes

Too early

~ early

~ early

~ early
Too early
1"00 early
Too early

No
No

No
Yes

Grant Application No
Yes Yes
Training Needs Yes
No No

APPROPRIATE KETHOOOLOGY/OPERA'IlING
PRINCIPLES 1-2

1. Training and 1'e::bnical
Assistance/Coverage

Loan Application No
Feasibility/Marketing Stu~, Yes
Direct ConsultinglDiaqnos~ic Yes
Prod/Technical Process Yes
Tra!!!!!!!J~ Books~ Basic

Manaqellent Yes
Training: t'.anage.ent/Fin.'/
Mar~ting ~s

2

No
Yes
Yes
No

No

Yes

1

No

No

3

No (PYME)

Yes

0: Not beg1m Jet
Studies dcce
?
No

No

Yes

No
No
Yes
No

Yes

Yes

=I
C"
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- Multiple donors
- Independent of outsUle

funds

PROBLEMS

- I.age
- Costs

- Coverage
- Managelllent
- Survival
- Staff training

INFOP

No

No

2

Poor
Higb free to

SSE users
Very good
Uncertain
Good
Fair

GmWI CADERH I~ CIDE IDFA

No No Yes No No

No No No No Yes

3 2 2

Good ? Good Too early Too early
No preble. Grants Possible probls Too early

Good Good: INFOP-PVO PVOs: (Low) ~ Low
Good Good Good '1'00 early ?
Good potential ? Good Too early ?
Good ? Good ? ?

CAPACITY TO EXPAND

- Clients with current Istaff
size/cllpllcity Yes

- Geoqr~phiCllIIJ witb Q~rrent

staff size Yes
- Budget with current ~mage-

Dent Yes
- Proqru areas: No
- Requires no changes/fill

institutional pbllCljiOphy,
.andate/orein~tiOD No

Yes Yes: Grants Yes (PYME)

Yes Yes Yes

Yes Yes "tes
No No Yes (PYIffi)

No: .ajor trans- No No: SeE change
fOl'Jlation

?

?
No

No: SolIe change

No

?
No

Yes

RELEVANCE TO SSE SUBSEC1OR:

......................-.

High, direct Very Low Indirect: Funds
to PVO Voc-Ed
centers T.A. to
INFOP

High, Indirect
through PVO
training

Potential Indirect
and institutlODaI

Potential Direct
and 1Dd1.n!ct,
lcwCD~

I:::',
CCl
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Table 4 • Second Story Organizations
....

"::

ANDI/PYME CDl CCIe FORPIDEH

COVERAGE Regs.
1. Location Teguc. Teguc. SPS Teguc. -

Urb4n Yes Yes Yes Yes -

Rural Yes Yes Yes Yes
Regional Yes
National Yes Yes Yes

2. Size of Firm Benefitting -

- I Micro Yes Yes
Small Yes Yes Yes
Medium Yes(l) Yes Yes
Large Yes

3. Type of Enterprise Benefitting
- • Service Yes Yes Yes

Commerce Yes Yas Yes
Industry Yes Yes Yes Yes
Art1sanry Yes Yes Yes
Agro-industry Yes Yes Yes(L)

, TYPE OF ORGANIZATION-
1. Membership Yes Yes Yes

Exclusive Yes Yes Yes
Non-exclusive

2. Government Yes

3. Private Yes Yes Yes
-

-- -

OBJECTIVES
1. Employment generatiC'n Yes Yes
2. Employment maintenance
3. Increase number of firms Yes Yes
4. Improve health of firms Yes Yes Yes
5. Domestic market Yes Yes Yes
6. Export market Yes Yes
7. Provide services to members Yes Yes
8. Provide services to others Yes Yes
9. General development focus Yes
10. Specific business focus Yes Yes Yes

= PROGRAM COMPONENTS
1. Credit Yes
2. Training/TA to beneficiaries Yes Yes Yes

Continued
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( ANDI/PYME CDI CCIC FORPIDEH
=

PROGRAM COMPONENTS cont.
3. Training/TA to organizations Yes(l)
4. Scholarships
5. Grants Yes Yes
6. Data Bank Yes
1. Statistical Studies/Info Yes ..
8. Market Development Yes
9. Product Development
10. Conferences/Seminars Yes Yes Yes

I
11. Contracting Services Yes Yes(L)
12. Lobbying on behalf of business Yefl Yes

-

13. Legal Assistance Yes Yes

MANAGEMENT/ADMINISTRATION
1. Management capacity Low Low Good Good

• 2. Low staff turn-over No No Yes 'hs
3. Experience in sub-sector Yes Yes No Some(L)
4. Business Expertise Yes Prob Yes (L)
5. Ability to satisfy AID require-

ments Low ? Yes Good
-= 6" Financial management Good Poor ? *

I COST EFFICIENCY/EFFECTIVENESS
1. Low administrative progr. cost 30% High ? 25%

actual progmd.
2. Coordinates with other agencies Yes Yes Yes

Govt. -

• LEVEL OF SELF SUFFICIENCY
1. Funds generated by programs No No Yes Yes
2. Funds generated by members Yes No Yes YeB(L)
3. Multiple Donors No Yes N/A No
4. Government subsidies No Yes No No, 5. Requires changes in institu- -

tional philosophy, mandate,
orientat1.on No Yes Yes Yes

CONCERNS
1. Membership exclusivity Yes Yes Yes
2. Program exclusivity and coverage Yes Yes
3" Client Base ~elua:!.vit-y ...... v ....

&"00

4. No focus/experience in sub-
I sector Yes Yes

5. SHE focus requires changes
in mandate or oreintation Yes Yes

Continued

-
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Summary Conclusions

While "Second Story" organizations exist to provide
services to different categories of business within the
sector, such as COl for small industry, there is not orga­
nization that groups them all under one "umbrella". The
Chambers of Commerce and Industry come close, but their
organizational bias is towards large and ~edium business,
and they have a strict geographical focus. FEDECAMERAS is
the Federation of Chambers. It is too far removed to be an
effective for implementor, and an important Chamber, CCIC,
is not. a memhp.re

Two organizations currently provide assistance to
PVO's, cooperatives and, trade associations in support of
business development. .These are the ANDI/PYME program and
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FOPRIDEH, although FOPRIDEH's objoctives are ,much broader.
A major concern with ANDI/PYME program is curront program
management and staff capacity to undertake additional
workload. Major concerns with FOPRIDEH are the broad
objectives and lack of a specific focus on small and micro
enterprise; potential to coordinate with private for profit
and government agencies; and the relative newness of the
organization--no internal policies, approaches or strategies
have been developed to assist the Bub-sector.

)

11-
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ASOCIACION NACIONAL DE
MEDIANA Y PEQUENA INDUSTRIAS

(ANMPI)

Introduction

ANMPI is a trade association that was established in 1971
by a group of owners of small and medium industrial enter­
prises. ANMPI started to offer credit and technical assis­
tance programs in 1985 with the support of an ANDI/PYME grant
(the AID-supported small business development· project) •

Coverage

Client

ANMPI estimates that there are 20,000 potential members
nationwide. Its membership increased by 35 members in 1985
and 83 members in 1986, and it currently has 500 members; 150
pay a monthly membership fee and are considered active. Ten
'percent are women. Members are urban-based entrepreneurs
(engaged in industrial transformation).

A diagnostic survey of ANMPI's members indicates that 1
percent is micro, 48 percent small, and 51 percent medium.
ANMPI defines micro/~mall/medium as follows: micro - below
L. 2,500 in fixed assets; small - below L. 50,000 in fixed
assets; and medium - between L50,000 and 400,000 in fixed
assets.

Geographic

Membership focus is in the urban areas ,of Tegucigalpa,
SPS, La Ceiba, Siquatepeque, Santa Barbara,' Choluteca,
Juticalpa, El Progreso, Santa Rosa, Tocoa, EI Paraiso, and
Nacaome. Currently there are offices only in Tegucigalpa and
representatives elsewhere.

Program 1986

Technlca1 Assistance

Industrial clas.ification

Loan preparation

Cre41t

Tevuclqalpa/SPS 15 busiDe.ses

'l'evuciqalpa 0Il1, 10 busio•••••

Tevuclqalpft only 30 busin•••••

Tevuclqalpa on1, 24 bus!besses
(2 .edlum, 22 small)



f

I

•

•

•

,

,

• 8.. 14.

30 p.rc.nt food 1ndu.try
~1 percent wood product.
17 percent .h04l lndu.try
8 percent ••tal work
8 percent clothlnq
8 percent others

Principal Objectives

Organizational

To represent small and medium industry before the govern­
ment, national private organizations, and international
associations; to respond to members' needs for training I

finance, technical assistance, and services.

Program

To increase national industrial production by increasing
the size and productivity of the firm; to increase employment
in industry; to provide services to members; to develop the
capacity and leadership of small and medium entrepreneurs.

Program Operating Principles and Methodology

Based on a survey of membership requirements, the follow­
ing programs were established:

Credit

Technical assistance in loan preparation,
repayment plan revision, and basic financial
analysis is provided by ANMPI staff. ANMPI
plans to hire an additional staff member (full
or part-time) to help in industrial classifica­
tion.

• Training in accounting and business management
is provided by outside agencies (INFOP). ANMPI
has no plans to hire i~s own training staff.

•

~ae F~am' s opel;~ing prirreip1e-s and methodology may be
summed up as "keep it simple, keep it fast, keep it flexible."

Capacity of Management

Strong leadership at organizational level
(albeit entrenched 16 years)



Administrative Procedures/
Effectiveness
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High commitment of staff to small and medium
i.ndustry

Home office and extension personnel experienced
in business, accounting, economics, finance,
and credit programs (four professional staff
members, 2 extension agents)

The program has been in operation for three
months: planning and program development
capacity is there. No reason to believe
management capacity isn't strong, but op­
erations are too recent to make an informed
determination.

Agility in loan application and reviews: three
days from application to review; one day from
review to receipt of funds. The loan committee
meets two times a week •

Loan terms: L.SOO-S,OOO, with week­
ly/bi-monthly/monthly payments, no grace
period, duration of loan depends on destination
of working capital and/or fixed capital. To
date, all loans have been made for working
capital, and the average size of the loan is
L.SOO.

Selection of beneficiary: ANMPI member of at
least six months, loan decisions are made by a
six-member committee: one ANMPI staff member,
two members of the Board, two members not of
the Board, two community members (currently,
one from the CDI and one from the Ministry of
Economy) • Community members are elected by
ANMPI Board and must be "sympathetic to
small/medium industry."

Outreach/promotion efforts are low.

Interest rates: 12-18 percent depending on
size of loan. To date, 12 percent charged.

Loan collection: Three months experience; two
late payments (five days late); 3 percent late
charge; zero arrearage. To date, L.11,7S0 lent



Performance Standards for Personnel

Credit officers are evaluated based on profitability of
loans and recuperation rates.
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and L.9,200 recuperated. Incentives: futuro
loans from ANMPI require little information,
letters of recommendation are written to banks.

Savings mobilization: 2 percent charge' on all
loans for an automatic credit fund, which can
be uaed by contributors in the future.

Lender margins: Credit funds are received from
a grant from FOPRIDEH and repayment is made
directly to ANMPI. ANMPI paid FOPRIDEH 6
percent of amount granted.

Technical assistance visits to clients are made
by ANMPI staff for loan preparation. This is
tied to receiving the loan. INFOP training is
not tied to the loan but available to ANMPI
members.

Evaluation

•

- .

Internal Evaluation/Monitorin~

. An annual plan, with monthly targets, is reviewed on a
monthly basis. An evaluation system for procedures and
systems is to be established soon.,

Impact Evaluation

A system to detect the growth of the firms assisted has
not yet been established. Some base estimates of employment
generation 'on loan amounts (70 percent working capital; 30
percent fixed capital) include: L.500-3,999, none; L.4,000­
5,000, one position; L.5,000-10,000, two positions; L.I0,OOO­
20,000, three to five positions; L.20,000-25,000, ten po­
sitions.

Cost Efficiency

Contrary to budgetary estimates that administration costs
would amount to no more than 65 percent of loan volume, actual
costs exceed by 38 percent. (Budget: Administrative costs
per month, L.5,400; loans per month, L.8,300, 65 percent.
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Actual: Administrative costs for three months, L.1.6,200,
loans per month, L.11,75~, 1.38 percent.)

The four current professional staff members can absorb
work associated with expanded portfolio.

Cost Effectiveness

No data yet on improvements in firms assisted or on
employmerl,t generated. To date, all loans have been for
working capital (92 percent for L.SOO). According to ANMPI's
own criteria for employment generation, loans of this size
will not generate employment.

Level of self-Sufficiency

Internally Generated Funds

Interest charged on loans: 12 percent up to L.S,OOO; 15
percent, L5,00-2S,OOO; 18 percent, L.25,000 and above.
Surcharge of 2 percent of the amount of the loan for forced
savings funds. Currently L.235. No charge for technical
assistance provided to ANMPI by INFOP. Membership dues: L.SO
initial and L.12/month. Current estimate: L.21,600.

Donor Funds

Approached lOB for US$643,000: US$500,000 loan fund;
US$143,000 support. Support for technical assistance L.66,300
and adminis~rative costs L.54,700 from ANDI/PY~m. Support for
loan fund ~.200,OOO from FOPRIDEH. Support for "materials
bank" study. L.4,000 from ANDI/PYME.

Problems

Loan fund is too small to satisfy demand. Members want
loans without avals, want it the same day, and do not want
ANMPI to ask for information or references. Presently there
is no way to supervise loans to SPS and La Ceiba, so ANMPI has
not yet expanded to these areas. No transportation for
staff/credit preparation and supervision. No effective
promotional efforts or outreach mechanism. Donor restrictions
have influenced ANMPI's credit plans: (1) L.200,OOO credit
fund must be used over two years instead of one; (2) disburse­
ments from the donor are on a six-month basis over a two-year
period, leaving the amount ANMPI has available to lend for any
six-month period at L.47,OOO.
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Twenty-throe percent of membership joined in
tho laot two years: 7 peroont in 1985 and 16
percent in 1986.

ProgrMl expansion will require additional star.!:
and budget support in an organization wi th
relatively little progr~m experiencQ.

ANMPl will need to build membership concurrent­
ly with program expansion.

Staff can absorb add! tional loan portfolio,
presently underutilized.

ANMPl plans to expand, but due to the relative­
ly recent nature of the program, expansion is
best done slowly.

Annual bUdgets over the past two years and
projected two years hence show expansi.on as
follows:

':: .

1984 no operational program

1985 US$18,OOO ANDl/PYME funded

1986 US$30,OOO ANDl/PYME funded

1987 US$llO,OOO ANDI/PYME funded and FOPRIOEH

1998 US$690,OOO ANDI/PYME funded, FOPRIDEH, and lOB

pO ) ;~

" ,
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ASESORES PARA EL DESARROLLO
(ASEPADE)

Backgroun<!

ASEPADE was formed in 1977, with funding from European
Groups, as a private, non-profit organization to provide
rese~rch ano consulting services to entrepreneurs. In 1983,
funds were received from IAF and, later, PACT, which allowed
the opening of ASEPADE's three major credit and assistance
programs. CREVEM, the first of these, provides credit,
training, and consulting services to cooperatives of market
women in five cities. CREDISOL assists solidarity groups of
men and women market s~llers in three cities. CREME provides
micro entrepreneurs with credit, technical assistance, and
training in these same cities. ASEPADE has recently signed an
accord with lOB to increase activities under CREME and to
su~port a nUmber of internal adjustments and improvements. In
August 1986, under a two-year OPG with USAID, ASEPADE was
provided with ~ resident technical assistance advisor from
Accion Internacional/AITEC.

Coverage

Beneficiaries are urban micro entrepreneurs that may be
divided into two major categories: 20-30 percent of all
beneficiaries are micro producers in branches such as shoe
making, sewing, carpentry, baking, and mechanics; 70-80
percent are market vendors, chiefly women. Geographical
coverage extends to the five cities identified below. To
date, cumulative Coverage Data by major program area:

r

~ CREDlSOL ~
(Establisbed 1978) (Establisbed 1984) (Establisbed 1984)

Number of beneficiaries 557 l,6~l 500
-
-

Geographical area Cboluteca, Pro- T.quci9.l~, San T.quc19a1~, San

qreso, san Pedro Pedro Sula, Pedro Sula,
Sula, Siquatepeque Cboluteca Cboluteca

""'""- "', .............4 ... ,..~_........... t"""......,..,. T ...........-.
-rrr-. - If we.

S11~ of enterpr1.e IUcro lUcre IUcro

-

- Perc~Dtaqe wo.-n lOll percent 66 percent 37 percent

ASEPADE also has community development projects in
approximately 13 of the 35 black-populated "Garifuna" commu­
nities of the Atlantic Coast. Beneficiaries are some 380

,
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persons, predominantly women, involvod in fishing, cnssavo
production, corn and pig farming, and consumor stores.

Direct technical assistance is provided to all bonofi­
ciaries. Training coverag~ varies by program. In 1986, tho
oldest program, CREVEM, provided 13 courses in different
program areas ·to 309 group members. CREDISOL's training, on
the other hand, is embryonic. CREME's training is a bit more
advanced. CREME plans to provide 16 sessions to 244 micro
entrepreneurs (61 percent of current program total) over seven
months in 1987.

Principal Objectives

To support Honduran development through the provision of
credit, technical assistance, training, and consultancy
services to the economically least favored sectors of the
economy. Specifically:

To contribute to development through promotion
of employment, democratic organization, and
participation of the majority in the conduct of
society.

To provide popular organizations and'individu­
als with credit and services in order to
increase production, and this in order to
improve living standards.

To carry out integrated development projects
for particular zones or population segments.

Program Operative princieles
and Methodology

Credit and technical assistance are joined to the pro­
vision of credi~, not only to improve enterprise performance
and loan repayment, but also as a means to assist individuals'
sense of economic importance, self-esteem, and organizational
potential.

CREDI56L beneficiaries are organize« .In so1i:ttarlt:y qroups
of up to six members. Often smaller groups of three or four
are more effective among the highly mobile market sellers.
CREVEM groups are better established and are somewhat larger.
CREME is an individual loan project. Both CREME and CREDISOL
operations depend upon a manager, an "asesor" (promoter) for
each program, and an administrative assistant in each regional
office. CREVEM programs in each of the iive cities are
managed and assisted (asesoria) by one manager. GARIFUNA has

=-
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oight "asesoros" undor n ragional mnnagor. Monitoring io
parformod on n regional basis by tho contral offico, which
providos ovor~ll planning and evaluation functions.

Crodit Program

,

•

t

t

AIIouot of loana
dhtribulel1 L.l,149,OOO L.l;750,OOO L.4:l9,OOO

Inlullst rate ;Z percllnl/.onth ::l percent/.onth ;/ percent/month

Averaqll sftvinqll
IIOnthly lOl/.ember 1,250/.ember 6,000/1lember

Averaqe loan aize 223 500-600 500

Purpose of loan Workinq capital Workinq capital Workinq capital

Period of loan 1-30 c2ays 2 weeks-Ii .ontha 4-12 weeks

Initial loans are small, short-term; first loans require
only seven working days from first contact to disbursement;
subsequent loans, one day.

Credit Monitoring

Files are kept on (a) borrowers' credit history, (b)
socioeconomic profile, and (c) enterprise impact variables.
Dat~ are computerized and the portfolio is reviewed monthly,
including cash flow analysis, to indicate recuperation and
funds available for new loans.

Analysis of overall arrearage is performed monthly.
However, with regard to individual loan delinquencies, an
action plan is prepared weekly to move these promptly through
the stages of redress: a group meeting with the promoter; a
meeting with the (regional) manager; a session with a lawyer,
if necessary.

't' ..... _.-._.&..: ••-. n'_..--.
.. 4&"""_11 .... v _ -~.-

The promoter receives 7.5 percent of value recover-ed for
efforts to recuperate delinquent loans (one day overdue).
Currently, ASEPADE is studying the policy of defining default
write-off.
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Seo principlos montionod abovo. For group crepit proj­
ects, an orientation session is provided, but training begins
only after group formation. The training takes three to four
hours per month; it emphasizes group collaboration and means
of motivating the group as a whole, and maintaining the flow
of repayments. In add! t!on, training undor CREDISOL will
provide for discussion of business principles, records,
inventory, and buying, all oriented toward pro-coop orga­
nizational units. CREVEM training already involves a strong
focus on cooperativism.

CREME plans to combine on-site technical assistance (ten
outside "asesores") with training by successful entrepreneurs,
UNAH trainers, and ASODAOC staff in four modules over Beven
months. While foc~sing more on formal business skills, it
will also seek to raise self-esteem and collective self­
knowledge of producers, preparing for eventual organization
for representation. purchasing, and marketing.

Capacity of Management

The Central Office contains an Executive Director, a
Program Director, and the Program Coordinators who manage
three principal programs (Garifuna being effectively managed
by the Program Director). An intern~l evaluation revealed
that the promoters would like to have a coordinator for each
program. Each regional office handles its own credit fund and
local office costs, providing monthly reports to Tegucigalpa.
The management appears to be good at all levels, but particu­
lr-~ly strong at the level of Program Director, who oversees
all operations.

Further staff training will take place to further
strengthen functions of computerized portfolio management and
data analysis.

Executive Committees of industry representatives and
professionals have been established in Choluteca and San Pedro
Sula to serve as advisors and for credit review. The commit­
~ ~sot ~ a ,o:c::k· t-v i?C·,,-iCii- and appxs1ie loaii~.

Administrative Procedures/Effectiveness

The active portfolio of clients assisted and loans
supervised by each "asesor" varies with the program fund.
From August to December 1986, the CREDISOL and CREME programs
exhibited the following characteristics:

I

:...
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Total new borrowers

Total loans disbursod

Amount lent

Amount repaid

New savings

Arrearage

Interest income

cost/lempira lent

, 8M 23.

475

1,108

L.563,600

L.480,400

L.39,OOO

19 percent

L.29,200

.16

•

•

- .

According to the Program Director of the CREVEM program,
a "gerente" will service up to 150 credits per month (a range
of 75-150), for an average value of L.2S,000. New credits per
month are fewer for the CREME program -- approximately 24 per
month currently.

Arrearage on the three programs is approximately:
CREVEM, 29 percent, CREDISOL, 26 percent, CREME, 17 percent
(estimated at 10 percent by the Program Director). External
factors (a fire in the market place) affected CREDISOL' s
performance. In the past three months, arrearage in the
Tegucigalpa CREDISOL program has not exceeded 3 percent, and
the regional CREME programs have no arrearage or defaults.

Training program operations consisted of the following
staff outputs in 1986:

9!!Y!! Per staff CREOlSOL Per staff

Number of courses
or •••sions 13 13 44

Number of hours (total) 72 72 D.i.

Number of participants 309 309 685

weer Of 9fOups D.1. 11.1. 119"

D.i•• no infonation

CREVEM courses involved larger (average 5.5 hours), more
formal courses on cooperativism, etc., whereas CREDISOL
sessions lasted one to three hours and also included less
formal orientation talks and "charlas."

•
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Evaluation

Evaluations occur at three levels, including orga­
nizational, staff performance, and beneficiary impact levels.
While an overall external evaluation has not been performed
recently, ASEPADE conducts regular internal evaluations with
staff participation. In December 1986, an "auto evaluation"
among employees reviewed program objectives and achievements,
overall management issues, staff effectiveness, and training
issues. Findings were integrated into the 1986 annual report
on accomplishments.

A parallel document analyzed reasons for non-fulfillment
of loan program goals, dividing these into external (econom­
ic), institutional (structure and procedures), and internal
(staff performance) causes. Evaluation of staff performance
occurs at the level of "asesores" regarding groups formed,
loans, and payback.

Beneficiary-level impact data includes not only changes
in the firm and outputs, and emploYment and income data, but
also a number of other social/quality of life indicators, and
data relating to the level of administrative and organization­
al cohesion -- a linked and parallel goal of the solidarity
group programs.

Cost Effectiveness/Efficiency

For the period August-December 1986, the cost of each
lempira loaned under the CREDISOL program is estimated at
.10/per lempira lent. An estimate provided for the CREME loan
fund for micro producers was that each lempira lent cost .17
to .19. The cost of creating a new job could not be calculat­
ed on the basis of existing data. It should be noted that the
primary objective of the credit programs servicing market
vendors and micro producers is job maintenance and not employ­
ment generation.

Level of Self-Sufficiency

Reviewing the three major credit programs, interest
incomes in 1986 were: CREVEM, L.38,OOO, and CREOISOL and
CREME, L.29,200 (August-December 1986 only). The level of
internal income generation is rising. However, since interest
earned is used to increase the size of the funds lent, the
programs (especially CREDISOL) reach a high degree of finan­
cial self-sufficiency (currently 70-80 percent) without
reaching operating self-sufficiency.

Looking at performance in December 1986, interest income
for CREDISOL and CREME was L.740 in San Pedro Sula, or about

, ,
(
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46 percent of direct salary coets of local staff, and L.973 in
CholutecD., covering some 60 percent of theso costs. The
Program Director for operations believes that "anosorea" ~an

handle a much larger number of loans in both cities. Another
informed opinion is that existing staff could handle a 20
percent increase.

A5EPADE is dependent on grants to cover costs. Grant and
(lOB) soft loan contributions still in effect are: European
grants, U5$50,000 (two years), PACT .. U5$70,000 (two years),
IAF, U5$110,000 (two years), U5AID, L.6S0,000 (two years ­
AITEC, credit funds, and operations), and lOB, U5$500, 000
(three years - disbursements beginning February 1987).

Problems

•

•

No major internal institutional problems have been
identified. Long-term effects and program options flow from
the special problems of dealing with very low income, ambulant
market vendors with few fixed assets. "Problems" may appear
if and when goals for program "graduation" are established and
promoted. In g~neral, fairly high levels of staff commitment
may be required for successful work in this environment •

Capacity to Expand

"Vertical" expansion is possible. Current staff can
increase the level of disbursements and, to a lesser extent,
the level of parallel training and technical assistance. Any
geographic "horizontal n expansion would require increased
staff resources.

-

~
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CADENA DE DETALI~ISTAS DE HONDURAS S.A. DE C. V.
(CADEHSA)

Introduction

CADEHSA is tho oldest and bost-established private retail
chain in the country. It was established in 1985 as a private
corporation although, in practice, it functions as a coopera­
tive.

Ing. Benjamin Membrano ~nd Lie. Dorkas Gonzalez de Guzman
of the Centro Cooperativo de Tecnoga Industrial (CCT1, now
functioning under the name of 'Industrial Development Center,
CDl), provided CEDEHSA with the technical assistance necessary
to start up operations. They sent two persons to observe the
operations of chain grocery stores in other countries. After
this, CADEHSA received no additional technical assistance from
COlor any other source. There has been no outside financial
support.

Coverage

230 members -- principally grocers; 25 drug­
stores, and four consumer cooperative3 are
currently members as well

Ninety percent of the members operate stores in
Comayaguela: only a handful of the members have
stores in Tegucigalpa or in s.econdary urban
centers such as Comayagua, Paraiso, La Paz, and
Valle de Angeles

•

Main offices and warehouse outlet in Cmayaguela

A one-time entrance fee of LIOO: the original
fee was L500, but it was reduced to encourage
membership growth

Membership Characteristics

•

Slze of operatlon:

VOlUMe of .ale./aontb:

Inventory:

Numbf!r of lIembers by 811e:

Saa11

1,.3,000

Up to 1,5,000

1~0

Medla

1,.",000-12,000

1,5,000-20,000

60

tarqe

OVer 1,12,000

OYer 1,20,000

10
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To purchaso goods in common, at savings of 5 to 15
porcent, in order to provido a bronder. selection of
goods. All membors operate indopondantly and participate
in sharing CADEHSA'o net annual income.

£~pl1cit~ of Management

CADEHSA's Board of Directors is made up of five members;
of the ,five, two are women. The Board meets once a month and
is responsible for all major decioions concerning CADEHSA's
growth and or:1.entation. Board members receive L300 for each
meeting they attend and L125 when extra sessions are deemed
necessary.

Management is comprised of a Special Manager (Mrs. Eloina
Suarez), who has 20 years of experience in foodstuff retail­
ing. She is assisted by an accountant, Mr. Jose D. Aguilera#
and a full-time secretary. Since she took control of CADEHS1~

in 1982, membership has increased, and a complete and reliable
accounting system has been put in place.

Management is strong, competent, and honest. There is an
extremely high level of dedication and sincere interest in
improving CADEHSA's organizational controls and capacity to
compete with the "monopolistic" wholesalers.

There are 14 full-time employees at the head office/
warehouse, three of which are security personnel. While some
of the employees had former work experience as cashiers in a
store, none of the employees were working full-time prior to
their jobs at CADEHSA. Turnover is nearly non-existent and
employees can work overtime.

Operating Procedures

CADEHSA owns a 600 sq. meter warehouse facility, valued
at L250,000, in a very accessible site in Comayaguela. The
facility was bought on credit which has recently been fully
repaid. In this warehouse, some 1,500 imported and domestic
~OdUC~R ar-e h"'ld ; n s+nt"'lt'.. nnm"'Q'" i.e r ...nAn",t.s c-;-ns::':::;'t- p=in=
cipally of eggs, lard, rice, beans, tomato sauce, sugar, soaps
and detergents, toilet paper, and office and school supplies.

CADEHSA operates with gross and net margin targets of 6
and 2 percent, respectively. Administrative costs are es­
timated to represent approximately 4 percent. Annual sales
volumes equal approximately L2. 7 million and nearly L3. Q
million in 1985 and 1986 (see financial analysis below).

I
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CADEHSA pays no municipal Aolos tax a9 4 rosult of an
agrE'Joment roachod wj. th thfD Municipality of Togucigalpa.
CADEHBA does pay taxoD to the Control Government's collection
ogoncy.

Members are not required to purchase any minimum quanti­
ty, whlch permits them to practice "hand-to-mouth" borrowing
practices. Membors are alao k.nown to buy their supplies
elsewhore if pricos arc found to be lower than in the CADEHSA
warehouse.

CADEHSA provides a sorics of servicos to membors, inc lud-
ing:

(1) Interest-free loans on purchases (L2,OOO
maximum for a period not to exceed one month) •
At this time, there are approximately 70 loans
worth LaO,OOO outstanding. There are no late
payments or defaults on record. The credit
policy assists both the client (CADEHSA will
prolong the credit term of clients exhibiti.ng a
high sales volume), and CADEHSA itself (the
movement of merchandise is facilitated).

(2) Shopping convenience. Members can order
supplies by phone, or in person. The warehouse
is easily accessible. Product prices are often
5 to 15 percent lower than in any other source.

(3) Free delivery for all purchases greater than
L500.

(4) Provide conunercial references of members in
support of application for bank loans.

• Evaluation

The CADEHSA Board and management are now investigating
the purchase of a computer to further advance their warehouse
inventory control and future business planning process, to
standardize the financial accounts, and to utilize in finan­
cial analyses.

The Special Manager and Accountant utilize their annual
audits and financial records to study problem areas in op­
erations, and to make annual plans for presentation to, and
discussions by, the Board.

- t
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Cost Effncth~.nn~"l..

Information on CADEHSA' s cost efficiency/offectivenoss
will be available upon torminatipn of the financial analysis.
We do know that CADEHSA had a net profit of L500,OOO in 1985,
that it is expected to be higher in 1986, and that CADEHSA
maintains LJO,OOO in roserve. The purchase, improvements, and
credit payoffs, with interest for tho warehouso-office facili­
ty in Cayaguela, are valued at L230,OOO. CADEHSA has approxi­
mately L500,OOO in inventory.

Level of Self-Sufficienc~

CADEHSA is completely self-sufficient and has accom­
plished this entirely on its own. The corporation ha~ never
received a donation or "soft loan."

Problems

A brief analysis of CADEHSA reveals that this entity has
been through some very difficult times, principally because of
poor institutional focus and insufficient participatory
management. Considering that it has been in existence for
over two decades, its current level of developm~nt is not very
impressive. Chain stores as old as CADEHSA in other Latin
American countries exhibit much larger growth rates in terms
of membership and product volume.

The principal limiting factor for CADEHSA is that members
have not been sufficiently conscious about the essential role
of their wholesale facility. CADEHSA should not be viewed
solely as a source of cheap g~ods, but rather as a catalyst
for improved retail management.

CAOEHSA is largely responsible for the member's current
attitude. It has emphasized the bulk buying and the cost­
reducing aspects of its operations.

Perhaps with the new administrative procedures and the
current better qualified Board directors and executives,
CADEHSA can start to stress its foodstuffs marketing role.
Certainly, this role w0l.lld be el'lh.",,-n~~g ttlrQ~ah the p.x'QyiRion
of specialized technical assistance to its members and through
a more aggressive merchandising strategy.

Capacity to Expand

Current management is well aware of the deficiencies that
limit CADEHSA's growth. Because of this, a series of activ-
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itios io being planned to pOAition tho organiz~tion and oxpand
ita SCOpf.).

The principal short-run targot of CADEHSA 10 to incr~aso

its membership by at least 200. To accomplish this, a
promotional and publicity campaign is being planned.

Management also expresses interest in providing training
and technical assistance to members to improvo their store op­
erationa, appearance, presentation of morchandise, expansion
of merchandiso, business planning, and cost control and
financial study, etc.

As mentioned above, management is seeking to computerize
their own accounting and inventory control system. In addi­
tion, management wants to improve the layout and fixtures of
the warehouse facilities, to acquire or rent storage facil­
ities to house the basic grains purchased directly from
farmers, and to expand their activities to handle fresh fruits
and vegetables.

One must obtain annual budgets prior to the 1985 and 1986
to better determine a rational growth pattern for CADEHSA.
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HONDURAN FEDEHl\1.'ION 01" INDUSTHIl\L COOPERATIVED
(FEHCIL)

!lack9round

Foundod August 1976 as a fodoration with five coopera­
tivas. Obtained legal stlltus in May 1979. Organized to
socure raw matorials at lower prices and credit for produc­
tion. Initial capital: L.14,BOO,OO.

Coverage

Thirteen departments covering a total of 27
cooperatives and 20 pre-cooperatives

Thirty percent of groups located in Francisco
Morazan

Seventeen percent in Cortes, 13 percent in
Copan, and 11 percent in Santa Barbara

Fourteen groups are rural (30 percent)

Seventy percent of groups are formed by men

Rural Home Improvement

TwO hundred eighty-seven credits from 1983-86 at an
average of L.I,383 per beneficiary.

Credit

In 1986, 18 loans granted to 11 groups. Total dis­
bursement equal to L.295,079,94. Loan amounts ranged from
L2,665.70 to 508 (L.26,825.00/cooperative).

In 1985: four loans in cash (total L.452,127), and eight
in-kind (L.158,68S). La Fraternidad received 59 percent and
two cash credits plus 17 percent in-kind.

Training

1985 - 16 courses -- cooperativism 7, management and
administration 7, technical (sewing) 2.

1986 - 37 courses benefitting 864. Thirty-five percent
of beneficiaries were women who received training in shops -­
54 percent were youth.
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Clothing 30 pnrcent1 multi-services 17 pRfcenl1 CRrp~ntry

13 percent; shoe making 9 percent, and fiLer weaving ~ per~

cen't.

Institut:i.onlll

To work for the economic, social, and cultural well being
of its members.

E!2gram

Sponsor and develop cooperatives and pre­
cooperatives

Increase production capacity through the
rational use of resources

Improve capitalization of FEHCIL; training and
technical assistance

Promote, organize, and consolidate industrial
cooperatives

• Present alternatives for strengthening the
administrative structure of FEHCIL

I Marketing

Analyze the market and quality of product

• Stimulate producers to improve production

Rural Home Improvement

-~

• Promote the Rural Home Improvement Program
among members of the cooperatives with low
income

Promote courses in carpentry and masonry in the
communities whore the program operates
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Oriont boneficiaries in tho uso of rosources

Operative Principles and Methodolo9l

Credit

Past trend has boen to benefit the larger
cooperatives, and hence, a reduced number of
cooperatives; the new tendency is to concen­
trate efforts in smaller cooperatives and
promote self-management enterprises

·1

•
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•

•

•

Feasibility studies are now part of the pre­
loan appraisal process

Grant agreements with donors specify which
cooperatives will receive credit

Credit Committee meets to discuss requests and
decide ~isbursement plan

Monthly visits are 'made to cooperatives with
outstanding loans

, Training

Organization of two training committees: the Central
Region and Northern Region (each formed by cooperative mem­
bers). Two workshops held to determine training plan for
1987.

Capacity of Management

PersonJlel have inadequate qualifications

Personnel are not always efficient and respon­
sible; some needless positions have been
cancelled

•

•

Personnel lack motivation; salaries low

Institutional diagnostic (1986) recommends
training and strengthening internal structure
of FEHCIL through in-service training plan; ten
areas need improvement, starting with manage­
ment development
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Credit

(1) From feasibility study to f.1.rut disburAoment,
22 days

(2) Interest depends on sources of funds: lOB 15
percfmt:.: Misereor 12 percent; Oesj ardin 12
percent. tEHCIL's credit policy indicateD a 19
perc~nL .J.uterost rate

(3) No delinquency rata on the 1986 credits; for
the loans granted before 1986, there is a 30
percent delinquency rate

EVllluation

Visits from donors to oversee projects

Annual audit

•

•
•

Institutional diagnosis by ADAl in 1986

Evaluation meetings twice a year coordinated by
Educational Department to revise plans

Monthly evaluation meetings to review plans

No personnel evaluation

Cost Effectiveness

•

- t

..

(Not enough data.) 1986 administratiw4 cost 7S percent.

Level of Self-Sufficiency

In 1985, there was a deficit of L7.235.96; in
1986, a deficit of L60,OOO.OO

Means of support: (1) interest qenerated by
1 ,'U"" "t"\""... fft"\ 1 -I t"\ -I ",,"1 ",:e -I"" D..... l u.......... T..."" ............ _
-- .---- r ;J - I:

ment Credits (charge 18 percent and $ percent
returns to INVA); (2) membership dues -- LI0.00
initially and 2 percent annually of t.heir
"labor social". Minimum LlS.00; maximum
LSOO. 00, but dues do not cover a: month of
operations; (3) course fees charqed to other
institutions: (4) sales in stores: (S) do­
nations
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lOll - 1 mJl1Jon (1ernplrlu,)

MlnEJU~OR~ 1.329,000

DESJARDINS. 89,900

•

INVA: I,JOO,OOO

•

•

•

Plans for self-sufficiency: f~9t.abl,ish textile and rubber
factories to provlde raw materialtc. members and genera·te
income to cover cooperative costs

ProblEms

(1) Funds insufficient to support current level of
operations

(2) Slow return of money in the stores (credit)

(3) Some cooperatives having difficulties procuring
raw materials

(4) Mus t as surne home improvement lean credi:t.
because of past errors

Capacity to E!Pand

NO capacity with current situation.
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NATIONAL DEVELOPMENT FOUNDATION OF HONDURAS
(FUNADEH)

Introduction

FUNADEH is a private non-profit organization croatad by a
group of private soctor businessmen in San Padro Bula
(Rotarians) for tho e:,xprollu;od purpose of assisting small
business. Foundod in 1983 with technical and financial
(US$33, 000) assistance f.rom PADF and a three-year OPG for
L1,736,OOO from AID, FUNADEH began operational programs in
March 1985; AID provides lTS$132,000 to PADF for tochnica1
assistance and training to FUNADEH. There are currently 135
FUNADEH members from the business community.

~overage

FUNADEH focuses on micro and small industries run by sole
proprietors, sociedades mercanti1es, or organized groups that
demonstr~te a business mentality in their operation for at
least one year. The focus is on small and micro industry.
Seventy to 80 percent are considered micro. Average monthly
sales are U5$4,500; average number of employees is 3 •

Client Definition

Twenty employees and below L60,000 assets and below.

Geographic

To date, concentration in San Pedro 5ula area. For 1987,
plans to expand within a laO-mile radius of San Pedro Sula and
increase gradually to acquire national coverage.

Program

(As of September 1986) Credit: 176 loans; 35 percent
female; average loan size US$3, 600 for fixed and working
capital; total amount loaned US$633,500.

Technical Assistance and Training

Technical assistance is provided to all beneficiaries'
during the loan application process (cash flow and balance
sheet construction) and throughout the life of the loan.
Technical assistance covers loan application preparations, and,
on-site consultancy consisting of general observation and
advising. Training is provided exclusively by outside
agencies such as INFOP, lESC, Dale Carnegie, and Partners of
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tho Amorioas. Approximatoly 62 percont of clionta participato
in at loast one formal training workshop.

PrinciEal Objectiveo

Organization

(1) To address the responsibility of the private
sector in the promotion of the economic and
social development of poor communities and
organized social groups

(2) To coordinate efforts with government in
different economic and social development
programs

Program Priorities

To finance small industries without access to commercial
or private institutional credit, with low economic resources,
wi th productive potential to increase sales and generate
employment. Specific objectives are to increase business
growth, increase recipient income, generate employment, and
familiarize clients with the banking system.

Program Operating Principles and Methodology

Credit

Beneficiary selection: 9 criteria in use; outreach
promotion: through Board and promotion staff; reviewed 609
loan applications as of September 1986. Use of Rotary Clubs
in other cities.

Loan Application/Review Process

Initial consultation/analysis: first-second week;
information preparation: second-third week; credit committee
analysis: fourth-fifth week; credit processed: sixth week;
check delivered: seventh week. Once all the information is
gathered, the process does not take more than five weeks.

Loan Terms

For working or fixed capital. Duration·and repayment is
scheduled according to the firm's capacity to repay (based on
analysis), 3-36 months, adjusted seasonally. Up to LlS,OOO
for individuals and LSO,OOO for groups. Collateral is re­
quired; FUNADEH claims ownership of the equipment until the
loan is repaid and two avals. The current interest rate, set
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within two points of tho Contra I Bank's discount rato, is 17
porcont.

Loan Collection

Tho de I inquency ra to is 2•3 percent (4 •3 percent 0 f
outstanding loan balance over 90 days). Client pays d,iroctly
to bank and into FUNAOEH account.

Savings Mobilization

None required; some'clients have opened bank accounts.

~ning and Technical Assistance

Training is currently subsidized by grants and FUNADEH
has no plans to begin its own department, relying instead on
other agencies to keep costs down. All training activities
are coordinated by a special training department (with a staff
of two). No fees are charged. Technical assistance is
provided by the extension unit -- currently, three promoters
are handling approximately 60 cases. In addition to supervis­
ing new or active loans, each promoter has about 30 applica­
tions in various stages of completion. Technical assistance
is also provided by Board members during the application
review process. Conditions for loan approval may include
mandatory training or advice in particular business op­
erations. FUNADEH wants to do an inventory of members who
would volunteer two hours of technical assistance a month to
small enterprises as an in-kind contribution. This is cur­
rently done in a limited and sporadic manner.

Management and Administration

Centralized loan decisionmaking process; low staff
turnover; strong leadership at Ex-Director level and Board
level; staff training with PADF; qualified staff; no staff
training plan; beneficiary training courses designed based on
individual needs assessment; training courses attended at
beneficiary initiative; training needs not documented as part
of loan application procedure.

Evaluation

Loan monitoring process: monthly visits; impact data on
income and emploYment collected; outside evaluations. Data
base being developed to compare industries for growth poten­
tial, identify factors leading to growth and emploYment, and
for use as a consultancy tool.

I
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f~~~ Efficioncy/EffoctivonoB8

Efficiency

The cost of loan processing is U8$266 per loan. Tho cost
of training is U8$133 per activity. current total administra­
tive costs are 39 percent of total operating costs at a
portfolio level of U8$1,872,500; they are 28 percent of
operating costs.

Effectivene'sB

Ninety~six percent of survey sample (34 clients) claimed
that the business was making more money as result of the loan;
5~ percent showed sales increases (average 17 percent in­
c~ease); 45 percent showed sales decreases.

Employment

Seventy-three percent showed increase in employ:nent;
employment increase of 1.08 jobs per loan; technical assis­
tance: 65 percent keep accounting records (17 percent previ­
ously), majority of new practi es (63 percent) are related to
accounting and control; 29 percent marketing related.

Level of Self-Sufficiency

Rely on grants and outside agencies for train­
ing; no funds. generated by training

Portfolio of 535 loans worth US$1,872,500. A
12 percent rate of interest would allow FUNADEH
to break even. The 17 percent rate of inter­
est, will generate US$318, 325 in interest
income annually. To date, US$136,000 or 16
percent of this has been earned for 1987.

U8$35,000 funds generated by members: U8$250
initial membership dues; US$75 per year there­
after; corporate donations dependent on tax
exempt status, although strategy in place

Multiple donors: IAF, lOB, ANDI/PYME

Problems •
Membership campaign
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Concern with ~upportin9 growth industrios; ths
application process has not beon changed to
reflect the new target set for this group.

Fundraising to reach oquilibrium

. Portfolio expansion, number loans, amount of
fund

CaEacit~ to EXEan~

A strategy has been developed to facilitate expansion to
other cities without opening new offices through Rotary Clubs.
Firat step: gradual expansion out of San Pedro Sula, and an
active fundraising campaign.

I

I

•
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Administration

Loans

1985-
US$100,091

145,665

1986-
U5$204,200

633,500

1987-
US$ 266,300

1,083,000

•
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INSTITU'l'O PAHA EI.. DI~BAHROI,I,O UONDUrU<:NO
(IOU)

Background

1011 is II private development organization which was
established with 1101 assistance and an AID matching grant in
1979. Sinco 1981, lOll has beon dedicated to helping the omall
entrepreneur with financial and technical assistance. It has
also at various times actively sought aid for projects for
women. In 1983, lOll received a throe-year loan of L800,000
from the lOB, which brought a considerable focus of on both
agricultural foodcrop and livestock projects; under IDlI's own
funds, the Tegucigalpa region's portfolio continued to concen­
trate on a number of small industrial trades.

Coverage

Active portfolio: 480 projects; 40 percent urban, 60
percent rural; 107 or 22 percent women-owned (14 group loans) •

Total fund: Ll,300,OOO.

Four administrative regions covering ten departments,
i.e., (1) Francisco Morazan!Tegucigalpa; (2) Ol4ncho; (3)
Comayagua!Cortes!Intibuca/Santa Barbara/La Paz; (4) EI
Paraiso. In the past, there was an attempt to expand into
Yoro, Choluteca, and Atlantida; no new loans are now being
made in these regions •

Subsectoral category coverage: agriculture 35 percent,
livestock 14 percent, agroindustry 5 percent, industry 33
percent, commerce 8 percent, and services 5 percent. Ninety­
eight percent of the Agricultural and livestock projects are
"rural," 70 percent of agroindustry and rural. Industrial
projects are 82 percent urban, as are 73 percent of service
projects.

The emphasis, since 1983, on Agricultural, livestock, and
agroindustrial activities (54 percent of all projects),
appears to be due to lOB'S grant specifications for loans
disbursed between April 1983 and March 1986 under the L800,OOO

__ .L ....... JI!! ..... _.. __ ~ • __ A" A"A L ,- __. __~ a~4__" a._

'3"au"t.. ~-i:I QWn ","uua... or ;g~,~ nave .1:7l::en aev'J",.;:a ~
largely urban activities .in the industry, commerce, and
services sectors.

The total "active portfolio" of 480 includes unrecover­
able loans not actively serviced, some of which miltured
several years ago. The percentage of unrecoverable loans is
32 percent in Zone 1 and 16 percent in Zone 2, for a median of
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24 parcont. Thus, the total number of "activ~ nnd serviced"
projects are egtimnted to be 365 (76 peroent of the "active"
portfolio).

PrinciE!l ObjQctives

Stated objectives are (1) to promote smnll livostock,
4groindustrial, industrinl, and service enterprises and to
contribute to Honduran socinl and economic development; (2) to
grant loans to enterprises, grocps, or persons with SCDrce
resources and without rocourse to other institutional crudit
sources; (3) to create new sources of employment in urban and
rural areas through tho cr~ation and strengthening of small
enterpl"ises.

The program appears to roflect adequately these objec-
tives. It is perhaps worth noting:

Neither technical assistance nor training are
mentioned in the objectives; such assistance
is, in fact, modest and closely tied to loan
goals.

Though employment generation is a stated
objective, discussions with staff and available
documents show that projects are not systemat­
ically approved on the basis of perceived
employment effects.

Since 25 percent of lOB's grant was earmarked
for disbursement to women, lOB has integrated
de facto WID goals into its objectives. Also,
during a one-year period in 1985-86, of 43
loans out of IDH's own sub-fund, 16 percent
were granted to women.

- .

- ,

- ,
• Despite inclusion of groups as target benefi­

ciaries in the objectives, 91 percent of
projects are individual, requiring individual
assistance methods.

Proqram QDerativE! PrincinlEHollAnn. M"'tohnnA

Some operating principles are: central portfolio manage­
ment~ zone-based loan supervision, technical Assistance and
training, mandatory borrower commitment to training al1d
technical assistance (e.g., borrower must agree to oversight
of books by the supervisor); delivery of credit and direct
technical assistance by the zone superviDor (who makes visits
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to the onterprise sito, and thereby combinGs the oonsultation
and collection functions).

The technical Assistance and training mix is provided on
an as-needed basis, with once-A-month, on-oite consultations
and an annually planned program of three managoment ooursos
(these are delivered in the zones). Man~gement training in
complemented by technical production coursos, increasingly
integrated on a more tailored basis, and thoso are implomented
by non-lOll (usually INFOP) staft. In all, training involves a
low level of effort, and both training and tachnical assis­
tance are subordinated to purposes of the credit program.
However, an intoresting extension practice is tho distribution
of informative pamphlets on a number of management and techni­
cal topics.

The loan disbursement policy stipulates that loang will
be made, when possible, to suppliers for fixed investments.
(Procedures include invoice examination and control of direct
disbursements).

Loan approval procedures are highly centralized with the
record keeping and database functions being performed in
Tegucigalpa. Zone branch offices provide limited loan super­
vision, technical assi.stance delivery, and coordination of
training. Zone branch offic~s, furthermore, have no planning
or decision inputs.

Capacity of Management

Top management has broad professional experience and
family business management experience; it should be noted that
the Executive Director also worked in Banco Atlantida for 17
years. The organization suffers from the lack of a mid­
management level, i.e., below the Director and above the zone
supervisors. The portfolio assistants have minor oversight
and monitory functions, their main responsibility being to
enter data into the computer.

Loan officers (zone supervisors) have from two to four
years of experience in their tasks, and adequate formal
education and traininq: none of the supervisors. however. hasacquIrecf specialIzed-trainIng in extenslon~··-techrlJ..ques -of
consultation, training of traine_s. The single permanent
trainer, moreover, is a novice with some prior work in adult
informal education, but no preparation in traininq needs
analysis/objectives/design or evaluation. All management
tasks could be tightened if staff were to undergo training in
extension techniques and management.
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Any axpansion in portfolio Giza or tochnical assistanco
activitias will rQquiro tho hirinq of new oxtension nnd
technical staff. Tho high lOVQ1 of staf f comm! tmont llnr.1
cohesion appoars to be reinforced by tho staff's ovangQlical
religious orientation.

Administrative Procodures and
ors~nlzatlonal EffectIveness

At the technical/managerial lovel, the loan officers have
two to four years of oxperionce at IDH. All have commercial
studies backgrounds (one is an agronomist), but no direct
entrepreneurial background.

Loan officers appear to carry fairly heavy loads of loan
supervision; at least, this is the case of regional loans
officers who cover large territories. All loan officers seem
to be limited in the amount of direct technical assistance
they can offer by the lengthy project profi1os/studies they
are required to complete. They are also sometimes required to
come to Tegucigalpa to defend or explain a loan application
they have forwarded to the Review Committee.. 'fhe smount of
technical assistance and training offered to clients is,
therefore, low, and it is unlikely that the target of one
visit per month is met.

The number of borrowers per loan officer is at most 120
(480/4). The number of clients actually receiving services
from a given loan officer may only be 91 (365 active borrow­
ers, as ca1~ulated in the "coverage" section above, divided by
four) •

The number of all projects per permanent professional
staff is 60, or 46, if only active "serviced" projects ar~

considered. The number of solicitations in 1986 was 472. Of
this number, the number of profiles ultimately presented to
the loan review committee was 309, or 6S percent. The loan
officers are under some pressure to produce profiles, but they
either find only 65 percent bankable projects or drop requests
on slight technical grounds. Criteria for profiles and
approvals should be reviewed.

Planned versus actual performance in training for 1986 is
as follows: 17 courses in qeneral administration (1S-hour
course) were planned, three were implemented; four courses in
basic accounting (a-hour course) planned, two were delivered;
four courses in marketinq (7-hour course), two ultimately
given; four in cost control (14 hours per course) planned,
three implemented. Of four courses to be given in finances,
none were offered. On the other hand, five unplanned courses
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'I'll(' fiJi r ly j mpn!IHl ivc lovol of loan ~,pplicl.ltion, profile
propilr<l t:.i OIl , find review (thouqh pOl'hilpn not appt"ovl'll) 1,(;
o1.t rw t ny tilt! i1 r rOil rilge problom. Orw estimate of l1rrenragt~ in
,January PHjS, biW(ld OIl 342 activo projects, put tot111 arrears
at 2~ J.!{!rcent (I:OUfCC: IDI1-ANDI/PYME ProjHct £>ocwnont). This
compare!: tc, tI fi(Jlln~ of 42 porcen~: qivel1 by Ki.lby and D'Zmura
.in ]')0], 'l'III' Clln-(!nl. level Hlay be high01 than 29 perct!nt, but
thiu f1gll[" matched the eutimate provided by the Olancho loan
officer: (;0 del ilHJU{~nt loans (2-3+ p;Jymonts late) among 152
pro:) /Jets; :.:: 4 0 f thcr;Cl ell. 1inquenc ios wen~ old loans without
collntu£al, which if written off, give arrearage equal to 29
percent ..

Indications are that the new Director has been making
maxi.mum use of 1f~gal services to Pl:~SS for payment of col­
lateralized loans.

Evaluation

No donor requires a comprehensive organizational eval­
uation. However, the in-house evaluation conducted by IDH to
report to lOB on performance of that fund allows some in~er­

ences regarding both organization perfot~ance and capacity to
conduct evaluations. ' No documents study staff performances;
the annual reports of loan officers, however, show a cursory
evaluation of credit management skill.s, e. g., nurn..'".>ers of
profiles.~ n~ers of new loans I and arrearage.

Impacts on beneficiaries: The three-year effort with IDB
required annual repo£ts. One such report provided ~orne basic
analysis on jobs created i income generation.. and da.til on
sales/production increases at the level of the firm. Some
statements were also made concerning improvements in family
living conditions. Technical assistance needs eetermin~tion

appeared to be an afterthought. Despite this att.empt to
provide data and analyses, evaluation at the level of benefi­
ciaries is embryonic.

Cost Efficiency/Effectiveness

For 1986 , total administrative and variable operational
costs were L270,295. The proportion of the latter (as an
indication of level of effort in program) to all costs was
12.3 percent (33,260/270/295) and the ratio of all costs to
these specific operational costs was rather large, 7.1 to 1.
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')'raininq and techfd(1n~ t::IlH'dstnncl? furll'tiotlq A!I? few, ~it\C.'c

thf;;ly Are fH)W the teepoJlI:;ULilJty of theloAtl offl('I;", thc=V
B(Jpeax as admJnlatp:\t:ive oV€lJhei'Hl.

8y the enG of 19ij6, 196 loanR, valued ~t L6J4,!9R, ~er!?

either approved br pending. The ratio of Rdmlnistrative COAt~

t.o ths value of new l.oan,; ext..wcled 1s -4 J pp.rcenl, or, th!? cosf
to loan onG IBmpir~ is 43 centavDS.

The cost of tralning 22~j parU.clpanfs in 19R6, was
l.12,400 or J.. !)!J per pill'ticlpanL As st.flted, the proportion of
<9dminie tra liva oosts to (t.r a 1nJng/ technlcal ?I S \; .i.13 t anee)
program COSl9 is hiqh, but program emphasis i~ on the adminis­
tration of the loan porlfQlio f and here, costs of new loans
are relativ~ly low or cost-efficient.

Px'ograrn cost effectiveness data is not wholly consistent .
However, with a calcul~ted 0.5 permanent job created per loan
project, at an average cost of Ll,391 per loan (average size
in 1986 • ~3,235 at .43 per lempira), the cost per job created
was I~2,782 •.

Level of Self-Sufficiency

Internally-generated funds consist of interest revenue
(16 percent) and one-time service fees for technical assis­
tance and training (3 percent). It is unclear, however, how
portfolio receipts are applied to organizational recurrent
costs; there is no apparent application of the service charge
to the bud9~t line items for training. There is no system of
forced sav~n9s administered by the organization.

Interest received on loans in 1986 (to November 31 only)
was LI06,321 for all credit lines, comparftd to total costs of
L249,210 (same period). Other income of uncertain origin
(~supervision" and "operation") brings total income to
L203,S52.

The 1983 IOH grant fund from lOB has been loaned out,
with uncertain recovery rates. IOH is currently se9king funds
fr.om the InterAmerican Foundation to establish a new credit
line and to strengthen regional offices. ~ small ~t from
ANDlfPYRE of 1,11, 000 was used to open a reqionaloffice in
Siguatepeque at the end of 1995. Other amall grants include a
loan fund of L79,OOO from the Reformed Evangelical Church.
Smaller sums of unspecified origin were applied to operations.
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The technical staff, particularly tho loan officers and
the coordinator of training progr4ms, is stretohed too tbinly.
Conflicts may also exist from combining the loan control ~nQ

technical assistance duties under the loan officer. The pool
of expertise in loan portfolio management may be adeq:,vAttl
(this is not certain), but knowledge in technical prortuctJon
areas, and in extension methode is not. .

The general poor health of the portfolio lenves IDH
without suff~~~ent income to co~er costs, or to .expand and
upgrade staff t'unctions. The problem of recuperation is
partially based upon the legal inadequacy of guarantees for
pre-1983 loan~. The high rate of delinquency in the post-1983
loans also indicates an alarming trend. However, increased
recourses to legal redress, higher staff awareness, and top
management resolve to stiffen procedures may, over time, lead
to the development of a recapitalizing fund, and sufficient
portfolio income, to deal with capacity problems. The same
consensus regarding possible new directions in loan policy
(possible upscaling) may not exist in order to follow. This,
in fact, may be a better route to improved portfolio health
than upsca11ng loan disbursements. This may also require a
fresh infusion of loan funds with flexible target require­
ments.

The possibility of expanding the portfolio exists.
Though some of the staff feel that IDH is over extended in its
geographical coverage, there is more than enough demand for
credit to ~arrant a 50 to 100 percent increase in IDH's
portfolio.

Capacity to Expand

The management capacity to expand exists, both to in­
crease technical and loan promotional staff, and to increase
portfolio size. A management information system is almost in
place for credit operations, though not for administrative
accounting. Some furthe~ assistance in organizing data for
(;VAllpU~eL anail'sis and- pLucessiug is nece66dLY.

Expansion will require additional staff. Revenues to
8upport the additional costs (salary, etc.) cannot be generat­
ed with the size and health of the current portfolio. Budget­
ary support will, therefore, be necessary during the initial
phase of expansion. .
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INDUSTRIAL DEVELOl>MENT CENTER/ RURAL TECHNOLOGY lllWGHAM
(PTR)

lntr~duction

PTR is on AIO-funded project with COl, a semi-autonomous
government agency. PTR, begun in 1979, is an outgrowth of the
Small Farmer Technologies Project in the Ministry of Natural
Resources.

The original project dosign relied on a coordinating body
of several government agencies. The process was deemed
cumbersome and COl was chosen to house the PTR program.

££.verase

Clients

PTR works ~xclusively in the rural areas. Since program
inception, aPP~cAimately 12,000 beneficiaries have been
assisted. In 1986, PTR worked in 233 rural communities and
assisted 3,764 new beneficiaries, including 54 in small enter­
prises development; 420 in rural home improvements; and 3,263
in agriculture. The general client focus of the program is on
families, specifically, heads of household. Women are S\1P­
ported through home improvement technologies. An overa:ll
est~mate, based on a sample survey, indicates that 32 peraent
of program beneficiari~s are women.

Geographic

There are six regional rural offices (North, West,
Central, Olancho, East and South), each divided into three
zones.

Small Business-Rural Industry

PTR staff estimates that there are 10,000 small rural
industries employing 23,000 workers. In 1986, PTR reached 54
small eHterprises with credit and t~~hnical ""ud R",,.n,..~.. !C:; vb,

percent of the· enterprises--serviced were aqroindustry, approx:
imately 40 percent were micro, and 7.4 percent were owned by
women. (PTR defines small business as t~ose with assets below
LSO,OOO.)

Principal Ob1ectives

(1) To improve the well-being of rural poor by
increasing incomes of small farmers and rural
enterprises

-

(
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(2) To improvQ the woll-bei.ng of rural familias
other than through inoomo

The program ~mphaois is on small farmers with from 0-30
manzs (emphasis l~ss than five), on rural industry that oan
create one job with a capital invGstment of L3,000, and on
rural families with incomes of less than L600 per year.

Program 0eorating princlple~ and Methodolo9X

Views

PTR views sMall (agro) industry as a complement to
agriculture, and as such, it cannot be separated from agri~ul­

ture. PTR employs the ~arming systems approach where activ­
ities of the farm, village, household are treated as a whole
rather than separate entities. The focus is on technologies
that address problems identified by farmers and households.

Operations

The PTR program provides technical assistance directly
and through PVOSI it provides credit primarily through a
commercial bank with branch offices in the countryside. A
multi-disciplinary team is employed by the regional offices.
Problem solving, planning, and evaluation is done in the
regions, although management is centralized in Tegucigalpa •

.
The program has a high turnover of beneficiaries, e.g.,

in 1986, 3,000 new beneficiaries were assisted, 12 percent
through PVOs and 88 percent directly. Plans for 1987 include
4,200 new benefi~iaries, 30 percent to be assisted through
PVOs.

Small Business Agro­
Industry Component

previously, the PTR had five-six small buainess advisors___ .a ,- .... __ ..:1,.1 ._~ _ ..... _, •• ".." -a", _,~ __ .... _
p=- ~=f ~ I."'.........~· ....pp.............l1"'~~ ~JV ~.~ •

Currently there are one-.two small business advisors per
region. Initially, PTR provided only technical assistance to
clients. Now a complete technical assistance process is
implemented including credit, follow-up, technical assistance,
and marketing.
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Credit

PTR is currently re-evaluating its credit policies and
procedures. The fund managed through the bank has a 16
percent interest char9~' the bank keeps 4 percent for adminis­
trative costs. PVOs approach PTR for credit funds and an
agreement is signed between-the PVO and PTR: 80 percent of
the fund goes directly to credit and the remaining 20 percent
goes to the PVO for operating costs; 6.5 percent is returned
to the program.

Training and Technical Assistance

PTR has an in-service training program for staff in
farming systems. There is no specific plan for training and
no training officer. The annual budget for staff training was
L200,OOO. In 1986, 126 staff members received training -- 11
received training abroad and 115 received local training in
technical aspects, program administration, and management.

Beneficiary training is provided by staff, other training
institutions, and outside experts. Three hundred twenty-seven
beneficiaries received technical agricultural courses in 1986.
The technical unit and the regional teams provide technical
assistance to beneficiar~es. Monthly visits are made.

Technology Promotion

There are three steps in technology development and
promotion: (1) technical design in the lab, (2) validation
through field tests, and (3) ~issemination through credit.

Management

AID has a direct managerial role through participation on
the Executive Committee. Technical functions are decen­
tralized to the regional branches, while management and
decisionmaking are centralized in tile 'l'egucigalpa office.
There are 158 staff members: 62 in the central office (39
percefitJ and 96 in the field (61 percent). 6£ central office
personnel, 53 are management/administration (85 percent) and
nine are technical (15 percent). Of field personnel, 65 are
technical (68 percent) and 31 are management/administration
(32 p·arcent).

Credit program policies and procedures are currently
being rg-evaluated by staff. In 1984, the program received
U5$4 million for credit: L968,OOO was disbursed to ten
private organizations (includin9 PVOs) to benefit 2,384 people
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(440 or 18 percent receivod assistance in 19861 L293,OOO Wd"
disbur.,ed through the Banco Occidents, and L790, 500 was
disbursed directly through the PTR for 116 loans -- L304,BB1
(28 percent) to small business And L778,600 to small farmers
(72 percent). Staff seems reluctant to devise new credit
policies and requires training in this areA.

Staff turnover among top level managers and key technical
staff is high, reflecting government and political changes.
Since PTR is a program, not a permanent organization, there is
some insecurity on the part of the staff. The staff is highly
committed and hardworking. Efforts are made to ensure staff
understands program methodology (farming systems) through
in-service training.

Fifty-four percent of the programmed bUdget was spent
during 19BO-85.

Administrative Procedures

Credit: the rate of delinquency is estimated at 20
percent, although no details could be obtained. The current
interest rate (16 percent) is thought by staff to be too high
since other funds charge 11 percent and sometimes 7-8 percent.
This has caused problems in extending credit and disseminating
technology. The interest rate is the same across the board.
(Of the total US$4 million available, L27,OOO was extended in
1985 and L1,083,475 was extended in 1986.) The delinquency
rate is estimated at 20 percent, although this includes
"credit" that should have been a6'Swned under research/ex­
perimentation costs of developing the technologies.

The budget approval process and flow of funds is bureau­
cratic and complicated due to different AID/GOB fiscal years
and budget approval necessary for two different GOB minis­
tries. There are delays in transmitting docwnentation.
Frequent changes in reporting have been required.

Evaluation

The ci.ien~ evai.ua~es assistance received trom field
personnel, i.e., the frequency of visits, interest in work,
changes in enterprise, problem~, and knowledge of field Agent.
These performance evaluations are reviewed every quarter.

There is one person in charge of planning and evaluation
at the central office, whose responsibilities include system
design, internal monitoring of PTR and PVOs (based on agree­
ments), collection of base line data, formative and summative
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evaluation, including impact at the beneficiary lovel, and
data bank functions.

External evaluations are car~ied out as accorded by AID
agreements. There is a mo~thly reporting system for gathering
data, another system for recording technologi&s received by
beneficiaries, and a third system for analyzing benefits
generated by the technologies. None are systematically
organized.

Cost Efficiency/Effectiveness

The use of PVOs to implement technical assistance and
cre~it programs and banks to imploment programs reduces costs
and the number of ~TR staff ne~essary to implement the pro­
gram.

Employment generated in 1986 in agriculture amounted to
94 seasonal jobs; in small business, 234 total jobs (101
permanent and 133 seasonal).

Credit to generate jobs. In agriculture: L778,600 for
94 seasonal jobs (L8,283 per seasonal job). In small busi­
ness: L304,88I for 234 jobs (LI,303 per seasonal or permanent
job). Forty-three percent of jobs created by small enterprise
were permanent; zero percent of jobs created in agriculture
were permanent.

• •
Level of Self-Sufficiency

PTR is a component of COl, and, consequently, PTR's and
COl's budgets are almost the same. COl, however, has a
na.rrower concept of development and a narrower government
mandate than PTR.

PTR's image as that of government agency
reluctance among beneficiaries to repay loans.
wholly dependent on GOH funds from GOB and AID,
seek other donors.

produces a
PTR is also
and needs to

~oan ~91.~Q~~~ and :e~ocedur~-fi ~ ~o be r~-evlll\1l1l~,p.n

because interest rates are too high and not flexible. Other
problems are high staff turnover due to government and politi­
cal priorities, and high program cost. Although problems of
coordination have decreased since the initiation of the
project when a number of government agencies were directly
responsible for implementation, 'financial procedures still are
sUbject to delays. Little internal linkages within COl; much
duplication of efforts and administration.
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paEacity to Exeand

The major orientation is agriculture, with a decreasing
focus on small business. There is a mechanism for using PVOs,
private agencies, and banks as program implementors and a
desire to expand this kind of operation.
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WOMEN IN BUSINESS PROGRAM
(OEr)

Background

Tho program was initiated in May 1985 by OEF Interna­
tional_ a U.S.-based PVO with offices in Honduras, AS A

regional program to be funded by AID/Washington.

Projects began in June 1986. Program linked to OOEF, a
local PVO which represento OEF in Honduras.

Coverage

Presently work in Yoro and Cortes, exclUding the city of
San Pedro Sula because FUNADEH is serving it. Beneficiaries
are individuals or groups divided into two groups. "First
level" women have never had access to credit. They receive,
therefore, training and technical assistance in addition to
credit. To date, a total of nine loans have been granted; by
June 1987, the total should rise to 32. Training is often
extended before the credit. It is expected that by June 1987,
95 women will have received training. "Second level" women
have access to technical assistance and marketing and may be
from any part in the country. Sixty-one women were assisted
in 1986.

Program Activities

Credit, training, technical assistance. Data Bank in
Washington connected to the U.S. Department of Commerce and
the Information Office of the Organization of American States.
Publication "Intercambio" U.S. Delegations to provide assis­
tance. Visits of beneficiaries to the United States.

Objectives

(1) Training women interested in participating in the
project who are presently involved in a productive activity
and have never had access to formal credit. Training consists
Qf ~Qur~~!1i on feasibi.lity studies;. t'!rp.tH for Ann m~'t"k'~+-;ng !!.O

they may adequately manage their enterprises.

(2) Provide credit for fixed capital or working capital.

(3) Provide new job opportunities for women.
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Operative Princi,Eles AJ1<!110thodologl

All staff have to go through approximat.ely
three months of field training

Socioeconomic 8urvoy of con~unity whore busi­
ness is locAted done by OEF staff

Beneficiary must do feasibility study Assisted
And trained by program. This results in an
investment plan and a financial projection.

Women must go through training modules on
credit and marketing before submitting credit
applications.

Credit application submitted to CredAt Commit­
tee -- Central American Director, Honduran
Director, Program Director, Representative of
Banco de Occidente and the "Tecnica" (field
person)

Signs agreement with OEF -- no guarantee

After approval, beneficiary goes to bank for
first disbursement and opens a savings account
to withdraw funds as needed.

Bank handles documents and receives payments,
sending each beneficiary account statements and
informing the program of payments.

Follow-up and supervision immediately after
credit.

Introduces technical assistance costs to the
beneficiary from the beginning.

Women are responsible for contributing some­
thing (e~g., lunch for outside technical
as~J..§tang@l ~

Capacity of Manageme~

Both the regional Director and Honduran Direc­
tor actively support the program.

Staff consists of nine people: a Program
Director, two technical assistants, two Peace

-

;,
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Corp~ Volunteers, And four trainers (used by
both programs). Staff exhibits high academic
qualifications and experience in small busi­
nssa, economicA, credit programs.

Commitment to OEF methodology seems to be high.

Administrativo Procodures/Effectiveness

Four months from the boginning of the feasibil­
ity study to first disbursement -- time does
not represent pr.oblem in rural areas

Loan portfolio amounts to L200,OOO

Sixteen percent interest; one year minimum,
three maximum; grace period depends on economic
act'Lvity; want to provide credit for 12-15
months to rotate fund faster

Twenty-five percent of total costs are local
administrative costs; 36 percent are OEF's
Washington overhead

No delinquency rate to speak of; one women two
months late in payment

Credit tied to training

Evaluation

First program evaluation conducted in April 1987.
Methodology unknown.

Cost Effectiveness/Efficiency

(Not enough data to deter.mine).

US$1.1 million grant for three years, expected to benefit
325 women first level, 155 second level, other indirect
h -n,.f;-,'A-;-- _",,:,_.. _ t'\1l'l:' --_. _.#: n,.. A~O ~ '-- -£i-

""' . " r -- ~! ... __ ""r _ ...... " .. ~ uwy" ... r-- lJeue
ciary.

•

Level of Self-Sufficiency

Dependent on donations, often from local
resources.

In-kind donations from different agencies for
services and techn~cal assistance.
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Grant from ANDI!PYME for four trainers
(L74,200) •

prohlQms

At first, tried to solve all credit needs at
once, and granted loans up to L15,OOO

Need to rotate the loan fund faster

Currently discussing need to charge for techni­
cal assistance, such a charge may be doferred
until the business has the capacity to pay

Capacit¥ to Expand

Personnel would have to be increa~ed to accom­
modate any attempts to expand coverage

Would like to support m~re women of second
level

Currently has the capacity to provide training
to other institutions but does not have a
marketing strategy for promoting it (a manual
oriented methodology). Presently negotiating
with FUNADEH and APRODIB. Methodology can be
adapted to WID projects

Discussing possibilities of including women
with past business experience that are inter­
ested in re-establishing operations
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!}.ack9.F0un~

Partners implements tho Integrated Rural Development
Project. For the first three years, the project ~ooussed

80lely on 119ricul tural development. A proposed three-year
extension ~@eko to enlarge the focus of the project and to
demonstrate the feasibility of assisting rural small busi­
nesses, and of addressing women/family development issues and
aqroforestry problews. Geographic coverage will shift from
a cOl,centrlltion of activities in the Sabanaqrand8 area to six
areas serviced by Partners' branch offices.

Coverage

As of March 1986, the project's Agriculture and income
generation component. covered 700 personsl 100 of these were
women. The 700 included=

,
• 325 primary participants: small holding

farmers receiving full agricultural training
and iservices

•

375 secondary participants: small cultivators
and producers assisted by primary p~rticipants

Some farm and off-farm producer groups targeted by the
Partners Rural Integrated Development Project include:

25 vegetable farmers/marketers

(

•

•

15 plotters

15 fruit proces£ors (women)

3 constructors of silos

Flour and bread making

Q M ~ f , , .. ~ C"t J .a.. : .. _ .... _ _ _. - - , __ - ,. AI -

_a"1e.~c-~~:.~s ......v~ -n;;r--s; CCi'ai"iiun... c;;.cs ~ -,;-en YCUCj:Jtapii:LC

are~s in the Sabanagrande Region. The new national coverage
pr~posed would include cont.iguous rural areas serviced by
branch offices in Sabanagrande, Tegucigalpa, San Pedro sula,
Siguatepeque, Juticalpa, and Amapala. Beneficiary coverage
for for the second t.hree-years period will include a credit
program limit.ed to (a) Sabanagrande participants; (b) program
participant.s in" (CAPS) Vermont Training (from different
regions)~ and (c) Amapala Fishermen Fund beneficiaries.
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'l'he Integrated Rural Development .Program SOQks to prc)mote
human and eoonomic dovelopment in the rural areas of South
Central Honduras by assistinq ClmalJ.holdinq families in ag­
rioultural and agroforJstry teohniques, thU9, enabling them to
inoroase their incomes. A qoal recently introduced into the
program, in addition to agroforestry/consorvation and
home/health improvement, is the development of small business
opport\mities in program areas.

The desired expansion, inoluding the establishment of a
credit loan fund of LSOO,OOO to Ll million, is dependent upon
the procurement of new funds, in addition to the funds arising
from 1986-89 OPG agreement with USAID.

Operating Principles and Methodologie~

Tile Partners' IPD program follows a "wholistic" program
approach. It provides services gradually and expands the
range of services only after close interactive work .in a
community.

Agricultural assistance consists of: training
of "tecnicos de campo"; experimentation and
field testing through staged interaction with
primary and secondary groups of beneficiaries

Credit assistance consists of a small fund tor
farm suppli.es f provided t'hrough a farm store,
in amounts of LIOO,OOO to L200,OOO

The current IRD income-generating project components
cover:

Improvement of basic money management skills,
and the development of two to three model small
businesses to be implemented by participants

• Agr~cultural production and
i~ipA .'H'''!h "'A fl!A~AhliRh1na------ ..
marketing outlets (road-side
atives)

marketing activ­
",nd lYl"Omo-t1 na-- ....--~

stands and cooper-

. 1

,

•

•

Development of value-added processing and
packaginq techniques for local products

A credit fund of LIOO,OOO to promote "family­
sized business" through short-term loans
(maximum loan size of L4 r OOO to LS,OOO: total
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Intere,:;t l6 pe.rcPHt other t.prm!;l~ (,{HH11ti.on~,

and rnet~hods for oeli.very And recovery Ate tVlt
SilpeclfJed)

The credit and technJc~l Assistance program to be @Mlen~

sd to some six regions, and for whioh funds ~re being Aouqhl.
aonta:l.ns the followinrJ Qlem~'flt9~

Micro~oriented

•
Credit for shorl-term working capitaJ
specified constrnct.i.on and equipment
similar to those of the LIOO,OOO fund)

or f01

(terms

•

•

A package of technical services in ~ (a)
management, (b) product design, and (c) market­
ing

An attempt to continue the <joals of AID's
Artis~ns Project; promotion of exports to the
U.S. tnrough a U.S. firm; product design to
attract both Honduran and U.S. markets

Three regional offices, each with a staff of
only two or three persons, a promotor (who
provides needs assessments, loan application
help, and ongoing technical assistance), a loan
officer (who superviseD loan distributions and
collections), and perhaps a technic~l special­
ist

Use of CAPS funding to send small business
persons for training in the U.S.

~apacity of Management

Senior management i8 well-qualified in integrated rural
development but has limited prior experience in loan portfolio
management and procedures. Unless recruited from parallel
organizations, the new regional "promotors" and loan officers
will also be without experience in credit o~eration••

Administratiye Procedure8/Effec~ivene••

With regard to the 1986 beneficlary level in the current
IRD Program in Dahanagrande:

Ten trainer-promotPrs are working with a total
of 700 small cultivators, or an average of 70

I
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pa.:r.ticipllntg par promotor, with oompl(t')ffiunt,ary
assistance from 18 trained "tecnlcom"

TecnlcoSl are also providing basic AG skills
training to 112 farmQrs, or 11 ratio of six
participants por trainer

Overall Staff-
~he staff consists of thirty-throe persons. The Head

Offic~ has a coordinator, an accountant, and four support
staff (total 6) and Sabanagrandc 18 promotoro and eight
support staff. Fi.ve PeaCfl Corps Volunteers clJ"lplete the
training staff.

The 1986-89 LOP IRD Project Grant provides for a total of
$1.4 million. A one-year budget (1986-87) provides for a
total local currency operational budget of L563,000.

Salaries are 40 percent of budget

Operational variable costs as a percentage of
all costs (excluding technical assistance and
other outside costs in dollars' are 42 percent
(239,400/563,000)

Ratio of all costs to operational variable
costs is 2.4 to 1

Evaluation

An external evaluation is currently being carried out.
Internally, Partners does not evaluate specific project
components as such, but does carry out dat~ collection and
analycis for beneficiary level impacts. Data on increased
crop yields and increased income for craft producers exists
and is utilized.

Cost Effectiveness/Efficiency

TIle project: nas aetermJ.ned 'Eiiat many small farmers nave
doubled or tripled corn and bean yields. Some micro producers
(potters) have incrsased income.

Levei of Self-Sufficiency

Th~ project is wholly dependent upon 9rants. Projected
loan portfolio revenues (i.e., interest income) are unc£rtain.
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PQrtnur.s would like to open a line of credit of L500,OOO
to Ll million in addition to the PartnorA lRD grant from
U8AID. The U.S. Coordinlltor indicatod that An initial
FOPRIDlm grant of L200, 000 might be obtained, if lOB or other
donors would agroe to participate in the loan fund, ana if
ANDI/PYME would provide about L200,OOO for tochnical 4~sis­

tanOQ.

Problems--
Appnreni lack of experience and staff resources to manage

a large loan fund or to provide parallel assistance and
training rolatrid aroas.

Capacity to Expand

Expanding the current smallholder/agriculture and commu­
nity/home improvement/health activities appears to be primari­
ly a budgetary issue and perhaps a budgetary/organizational
issue insofar as Peace Corps staff resources are essential to
carry out tho program components. Expanding the program into
new areas through small enterprises development may be feasi­
ble, if issues of relevant staff training, experience, and
skills were resolved.
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INSTITUTO NACJ:ONAL DE FORMACION PRO)'J'ESIONAL
(INFOP)

Background

The National Vocational Training Institute (INFOP) was
created in. 1972 as an autonomous public institution, with a
Directive Council consiating of representatives of the state,
private sector, employers, and workers' organizations. Its
operative apparatus includes fixed regional centers with
technical training programs for the industrinl sector, region­
al mobile centers to serve the agro-livcatock sector, and a
management training section operating cross-regionally. In
1979, INFOP created the Consulting Program for Small and
Medium Industry (APYMI) in part due to the perceived indiffer­
ence of small and medium industries to INFOP programs and in
order to more fully utilize it~ capacity. Recent initiatives,
in addition to participating in the competency-based job
certification program under CADERH, involve official efforts
to orient programs towards needs identified by business and
trade associations and an increasing d~ facto collaboration
with Honduran PVOs providing training for SSEs •

~firage

Geographical coverage radiates principally from the three
regional centers in Tegucigalpa, San Pedro Sula, and La Ceiba
that provide industrial and commercial skills training. The
eight mobile centers, divided strategically among the regions,
provide agricultural, trade/vocational, and management devel­
opment training. In 1984, INFOP enrollment accounted for 47
percent of all vocational industrial training (i.e., not
including agricultural and office/commercial training).

Coverage by economic branch or activity is too lengthy to
detail, but broad Dectoral/ functional coverage of INFOP
training in 1986 included:

~ ~I
Fln1abe4 Approve4 Instructions
".-...---- "'__ A.o .. _A. __ ,,,-....----,
"..:;;1.0_ .... ""' .. t: .... u_co_u , ..UU.U_.21 ~

All 1Dc1utr1al, trad., aDd artis.al '7(;0 7,893 135,115 68 peZ'CeDt

Aqro-U...tock 696 7,799 46,716 23 percent

EcoDQllc ada1nlstrat1on .d
unlq...nt. ....m. ...!t284 18,149 -! percent

Total 2,017 :13,976 199,980 100 percent
--....
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SSE access to INFOP technical training can be seon in
1984 figures indicating graduates of INFOP training courses by
enterprise categories:

Mic::o-
17 percent

Small

29 percent

Mediwn................-
44 percent

Large

86 percent

•

- .

,

Manasement Trainins!Consulting

In 1986, the San Pedro Sula Enterprise Training Section
carried out 104 courses and 47 seminars for top level manage­
ment of 23 private companies and public organizations. Two
other recipient groups were "affiliates" and "beneficiaries"
of FUNADEH and ANDI/PYME. These SME clie~'ts also figured
among the 18 enterprise groups receiving on-site management
"diagnosticos" ~nd consultancies.

In 1983, INFOP stated that inasmuch as large enterprises
received management training from private firms, its training
would be reserved for "Strata I and II" or small and medium
enterprises.

Principal Objectives

To contribute to increasing national productivity and
socioeconomic development through vocational training, defined
as any action to prepare, readapt, or prc!note an individual's
performance of a job in any branch of economic activity.

Prosram Operative Principles
and Methodology

Instructors, in addition to certification, must undergo
two months of training in training methods, emphasi~ing active
techniques, inductive and deductive modes, and simple visual
materials. Extension mobile training in regions emphasi2es a
month of prior living in the target community.

Technical training programs are designed for on-site
er-atning in particular iiicfustiies and are . provided Cree of
charge. In theory, training needs assessments are conducted
at all levels/stages of production.

Management training is seen as a complement of assistance
in technical and financial areas. INFOP management training,
in theory, relies UpOh a diagnosis performed withi" t.he
enterprise.
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The Entorpriso Training Section is formed by three unitQ:
(1) mid-level management, (2) in-plant adminis­
tration/technical training, and (3) management devolopmont
(for upper manag~ment and owners).

~apacity of Management

An evaluation conducted in 1984 with CADERH and USAID
collaboration proposed a number of measures to increase
managerial effectiveness. In 1986, INFOP had a total of some
670 employees, of which 270 were instructors. All indicators
point to several layers of underutilized managerial and
adrninistxative staff. Of the total training staff of 280, the
Enterprise (management) Training Section currently has a
training/consulting staff of nine, all trained at the
Licenciatura or Maestria level.

Administrative Procedures/Effectiveness

The global budget for INFOP in 1985 was L13 million and
is now about L14 million. According to the 1984 evaluation,
administrative costs repres~nted 39 percent of all INFOP costs
that year.

In 1986, an average of 14.8 weekly hours of instruction
were provided by each INFOP instructor (training staff = 270,
50 weeks to a year). Courses per trainer averaged 7.5 for the
year.

The 1984 evaluation pointed to a considerable underuti­
lization of well equipped and competently trained staff in the
training centers. Technical division for studies and traininv
needs assessments were also underutilized.

Comparing 1986 plans to actual implementation, the San
Pedro Sula Enterprise Training Section found the following:

....

=

Courses and seminars realized -
Courses and seminars foreseen •

156
193

81 percent

• Hours Of instruction provided - ~,~I5

Hours of instruction foreseen • 5,620

Evaluations

77 percent

IN:' .~ training units have monthly and annual performance
targetB, which are reviewed by planning and management staffs
and appear in periodic reports. Evaluation seems to be
limited to numerical data. Post-course evaluation forms are
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r,1utinely &dministerod. No other form of impact data analysis
is dono ~egularly.

Cost Effectiveness/Efficlenc~

Comparing the global level of the budget (L14 million) to
the total number of hours of instruction in 1986, the cost por
hour of instruction was 70 lempiras.

~evel of Self-Sufficiency

,t)rivate sector support provides 90 perc€'nt of INFOP
income (based on the 1 percent payroll levy); 8 percent from
public and/or donor assistance; and 1 percent deriv~d from
sales of productG of the various training centers. No consis­
tent means are used to control production or e~tablish sales
prices.

Problems

Instructor and technical staff salaries are frequently
too low to allow for staff retention and motiv~tion. Despite
the 90 percent private sector support (publicly enforced) for
INFOP's budget, only 50 percent of its resources go to the
paying private sector.

INFOP suffers from a poor reputation in many areas of
training, both with regard ~o quality and re~evance of train­
ing. Rules and norms are needed to control the identification
and specification of training needs and objectives and the
delineation of standards.

In the rr~nagement/consultingarea, further adaptation of
training content areas, methods, and delivery mechanisms would
be required to reach small and micro entrepreneurs. The
relevance of INFOP training appears to be more readily per­
ceived in technical and direct production-related areas.

Capacity to Expand

ver~ical expansion, iilterms of unit output.s, is probably
possible with existing fixed re~ources and funding, given some
indication of underutilized staff. Motivation is uncertain.
Excess capacity probably exists more on the technical­
vocational side, rather than in management and financial
training and technical assistance resources.
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Subsoctor Rol~vancQ. -- - ~
The unparalleled 900graphic and formal contGnt covorago

of INFOP training makes :it rolevant. to small enterprise
devolopmont. The key factor in producing results may be the
interest of PVOo and other SSE support institutions in working
systematically with INFOP.
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INSTITUTO CENTRCAMERICANO DE
AOMINISTRACION DE EMPRESAS

(INCAE)

Background

The Central Americlln Institute for Business Adminio­
tration (INCAE) was ostablished in 1964, with AID Assistance,
as a privato non-profit institution for higher education.
With its main academic 80ats in Nicaragua and Costa Rica,
INCAE io currently carrying out activitios in several Contral
American countries. In addition to its mainstay MBA program,
INCAE also offers a one-year certificate program, a four-week
program of higher management, and short courses and seminars
in a number of areas. In 1983, IDB provided INCAE with funds
to initiate diagnostic studies and management training f~r

small and m~dium enterprise support in five Central American
countries, among these Honduras. In 1985, INCAE received an
Inter-American Foundation grant for a further diagnostic
study, enterprise' case studies, and training for extension
agents and entrepreneurs. These and other activities directed
to the small and medium enterprise sector constitute the PYME
program.

£..~age

Core INCAE activities are broadly directed toward th~

middle and upper management of large and medium enterprises,
with some policy and strategy-oriented training directed to
higher officials of government agencies, trade, and profes­
sional organizations. Coverage is de~cribed as follows:

Graduate./Participants Participants

m! 1964-85
Region Honduru Honduru

MBA PfOljJru (two ,ears) 80 10 111

Proqru of functional unaqaent
(nloe .c>ntbs) Unlalown ~ 6

H1ljJber un8Q"Dt (four weeks) UnJtDown 30 279

Sbort-tena cour... (..r1oua) \,oIalOWD 210 2,375

Training or activity coverage directed expressly at the
small (and medium) enterprise sector is comparatively more
modest:
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ti1ollrfll9\I'-' bfl8111W\ ll2.D t1yrt!ll
(nm (ASDAOE) (Varloull)
1985 1986 1907

01aqno.t1c or ~tuay 1 1 J,

£nt.cpr1•• ca•••tudl•• Unknown s..,.ral Ii

6eal1nar., .tc. (no p~rtlclp.nt.) 1 .ulnllr/ 1 ¥orkahop,l
1 week (37) 1. week 1 .4..ellt.r/

1 ....e.lller/ 3 weeks (30)
3 veek8 (30)

1 workshop/ 1 vorklhop/
1 w.ek (]7) 1 day (19)

1 workshop/l day

Under the CAPS program, INCAE sent 140 small and medium
business persona to four seminars conducted in Miami and 96 of
these attended a follow-up workshop three months later.

IAF funds will provide for training for 30 T!"")nduran
entrepreneurs, and another seminar for extension agents of
some 24 PVO and public sector organizations, among these:
IOH, Banco de la Mujer, ASEPADE r INFOP, COl, BeIE, ANDI,
Colegio de Administradores de Empresas, UNAH, FOPRlDEH, FIDE,
ACORDE, FEDECO, FONDEl, FUNADEH, ODEF, and Horizontes de
Amiatar.1.

?rincipal Objectives

Higher education, research, and consulting in the field
of business administration in Latin America. A specific
statement on small and medium enterprise sub-program objec­
tives has not been obtained.

Program Operative Principles
.!.nd Methodology

The basic teaching methodology for academic degree and
short-term training is the case study method, adapted with
AoI .-. ...... ... .-,. 4I"l1o 11 .......... • 1- ... u __••• .-..:I a .• _.c_,,",, __ ,.._""'.-.....:., 'a ....= otloce clIiic.,. __ .~ ~ '.C:"iC::.ULiJ_O.''' __ C2U ...,u.z ..... o.- .. "", .. CUlg:1

officeo of INCAE plan and execute special courses and seminars
of interest to private and public sector groups in the coun­
try.

The Small and Medium Enterprise Program
(PYME)

PYME is an experimental approach to training based upon
the findings of na~ional diagnostles and enterprise Cdse
studies in five countries, such as:



Agents follow a scheme of traditional consult­
ing failloJ to comprehend the small ontrepre­
neur as an lIctive entity within the global
context of th~ enterprise

INCAE's approach has been to devolop the modol of the
"entrepreneurial extonsion agent, n who Acts as a .liaison
between the support institution and the sm~ll entreprenour.

A second model currently being elaborAt~d is that of the
"extension-oriented entrepreneur" based on the abilities of
entrepreneurial and "gremio" leaders. In the model, the
extension Agent or "extensionista" is an articulator and a
facili tator of processes and solutions to problems. The
entrepreneur remains an active participant, and, hence, makes
all decisions for changes within the enterprise.

Capacity of Management

The Director of th~ Honduran Branch has an MBA and some
ten years of experience. The PYME staff consists of five
full-time professionals, all at the MBA and Ph.D. level of
training. 1n addition to a Director and Deputy, three inves­
tigators carry out diagnostic studies and, together with the
Director, constitute the staff of trainers.

- .

•

- .

•

•

• Support in.titutions are "disarticulatect,"
lacking coordination Among thQmselves, or even
bQtwQ~n intornal units, for credit, technioal
Assistance, and training

8.. 70 .

- .
Administrative Procedures/Effectiveness

No specific information: coverage is dependent on the
annual bUdget of PYME for seminar-type training.

Evaluation

PYME has attempted to provide follow-up workshops on a
regular basis to assess the impact of the training provided.
Budqetary constrilints have l~it.flt~ the aDDlication of Auch
evaruatfOn worlts.hops, however. Participant questionnaire
evaluations are routinely applied and there are follow-up
visits in some instances.
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BUdgetary data was not Availab19. With rnqpect to PYM~'~

Ahart-term instruction, a thr~~-day ~~min~r f'~ lies an approx­
imate cost of L400 per participant (L16.60 pur hour of in­
struotion). A three-week seminar in 'ij. ,ild\~ras requlre,; about
UB$1,500 per participant (U8$100 pSI' day or US$12.50 par hour
of training).

PYME activities have been grant supported 8ince incsp­
tion. The prospects for. passing costs to clients are unlike~

ly. INCA;; works assiduously to d.iversify donor support and is
currently requesting InB funding of some US$350,OOO over three
years to experiment with the INCAE/PYME model in six countries
nnd to further. develop materials and replicable processes •

Problems

No indications of problems were provided; no external
evaluations of the PYME program appear to have been conducted.

Capacit~ to Expand

Coverage of resource inbtitution training ("Entrepreneur­
ial Extension Agent") could dnuble or triple with existing
staff resources,.

~cctor Relevance...--.._-----
High. The focus is on the development of intermediary/­

resource org~nizations and individuals.
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GF.lmWfED .f!:MPHI';!H\HIJ\l.J1:r, 1\00<: t:J\DOS DI~ IfONOUHJ\U
iGEMAU)

PVO established 1n 1980.

f,9vf!!1'.9.!

Located in San Pedro nula with an offl~~ in Tegucigalpa.
Membflll'S And clients are ul'ban, prtnc.i.pn.l1y from Ban Pedro nula
and Tegucigalpa; a few members from La Coiha.

A 1985 inventory of member ent~rprises .indicates that. 60
percent of of the enterpriAaR are largA and 40 percent medium,
and that 8 percent of the individual members are women.
Approximately 34 percent are service entgrprises, 36 percent
commerce, and 30 percent industry.

Potential market: estimate 607 enterpris@s in the four
major urban areas and 3,035 executives.

Objectives

Contribute to ~anagerial and entrepreneur
development through the application of new
administrative techniques in Honduras; offer
courses appropriate to the professionalization
of managers and entrepreneurs; create a pool of
knowledge for widespread dissemination

Accomplish the above in an open and cordial
environment that encv.lrages each member to
develop his/her personal abilities within and
outside the enterprise

Recruit the largest possible number of entre­
preneurs and managers

Appropriate Technology/Operating Principles

Trainir.g and technical assistance coveraqe in 1986
amounted to 98 courses on 21 different topics. Forty-two
percent of the COUlse. were on manaqement by objectives; 6
percent on professional lIelling techniques; 7 percent on
developing leadership capacity; 8 percent on modern adminis­
trative techniques. Sixty percent of the courges given in
Tegucigalpa to sa percent of total participants: 40 percent in
San Pedro Sula tn 42 percent of total participants. A total
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o:r 1,491 1)~rJJOnB txalnp«:l .. TWf?Jnt..y Itotlth,u.an In_~tTu(:11'{)r~ \;~4~"~, ~f.

rBntly hJ,n~d,20 ntoreto b@ tnuDfHl in J 987.. Cr:lr)J:'d In.~ tell; •
cJQIUUUI with ather jr'~:lt~utJ,OJ11;i11 ,1n .19fJ~~ (~n-l'lpp'mHlr.qd C()1.1r..~

wJth six manaymni:lut. tr~ini.n9illl1t:j:tutiong (INTAE, CArmR}t,
CURN IUNAl), Dale C,arnegie, UnJ.vsrJlJ t.y of ~an }lecTo aula, am1
Hendieta y Asooi8do8)~

!'1 ..nA9~m'mt:/Af1mi:nigtT"t ion

Centralized. AdmlniBua t;i.on t~lol'lely wlltchfi!!fl i:Jy t~he Doarrl
of Director.. Twelve people in San Pedro Sula office and four
in 'l'egucigal pa.. NJne members on Board of Directors; ~11

membe,r B elected !ortwo years; two members selected to be the
oversight committee.

Evaluation

Monthly internal evaluation. Semester evaluation by AID.
Annual plan and budget (approved by the Board of Directors).

C'ost_Ellicienc'y!Effe.c,!.iveness

Approximately LlS-L25 an hour per participant for a
management by objective co~rse.

§~l!-Sufficiency

As of (Jet.aber 1986, capable of sel'f-uuf.ficiency. ~n

December 1..9B5, vas 77 perciSnt se~f-sufficient (no AID funds).

Problems-
No 1I\ajor probleIM•. Has a good imaqe ana, a ,high potentiaJ.

.for au:rvival.

eapacity to EXDand

Can accommodate a larger coverage of the present target
group. Needs to crange if expansion were to .include micro and
small enterprise.
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CENTfHI Ar:;r:rHIH l'M-IA EJ, !q·~$JAHROf,r.O OF.
Lot; m::('UHml!: HI'MAN()~

(CAOf.HH)

U"H 'ko round
... ·.oi,'......_., ....:,::,'~.;tf...:';~:;'!':"'._',·-."·:-.::'

The Advl.Rory Connell for Hllrnan R"'HoWlIrCI?f:! (CADKJUn. W~~

ElA tabl i.Ahec1 wi th funds from USAl£) to promot.e pr j v~ t ~ ~Qf ['q

growth by stJ.'f'.!nqthenlnq the qll~IJty and job m~rket. rell:nn=lnf"e
It;'! voca1: 10na 1 t ra ini.nq. ('AnF-IHI h~ ~ 1;1 ince \HHlertalq:m of h4?r
lnd\l!lit ry-related hu.ml.'H\ resou rees r.1lJpPOY f ,And J,n forma t ion
,illf~t.ivities wit h the support of USAIO. The main for;u:l=; hrt8 been
on .stablj~hing a ~erformance-baBed job certification system
a1(.)Og formal and informal lines. Trade area!=! currently
covered by th,.? system are welding, precisIon mechan I {~.
wood/carpgntry, ~nd bookkeepinq. Additional funding, undet
the three-year' axten .. :Q!1 of PACD, will allow the tl.;l\deareas
to increas2 to t'1l1. Another incus has been on l:Hpporting and
improving the training provid~d by INFOP.

The pr inc ipal component is carr i~d Otit. in .<\8 flOC i~U on
with tr~~e advisory committees that rep'~~~6ent :·H·,;r~ 'n .:It f.he
very smallest, medium-sized industry.

Insofar as INFOP training comes under t.hi s pr·,o;rQ.ii'l
skills upgrading may Ultimately reach SME beneficiaries ~ in
1986, some 16,000 people wert! trained by INFOP in non­
agricultural, vocational-technical and commercial areas. and
as many as one-third of thes~ may have been employees of small
enterprises.

Other project studies and servic~s, id.ntified below, may
have margina I sub-sector impacts. The Productiv i ty Proj ect.
under CADERH, however, may carry more immediate benefits. In
1984, a CADEP",,1f!USAID study examined some 55 vocatIon­
al/technical training institutions, including three major and
14 lesser ones in the INFOP complex, and some 35 priv~te

and/or PVO-run centers. The study estimated that (1) approxi-
__ ._.,.~ • ..,. .... _1 '- _ _ .J_~_~ __ ~_ - _~ --

a" """'J --;-;;- Ir- .... _ii-. ,"w. ............ w ..... c w•• e-t ... """,uU,.. Ciu ",VAt::t ~!dUU-

ates~ annually than the government center. and 1NFOP combin@d,
and (2) in serving small work.hops and informal .ector busi­
ne.s•• , the private centers also had a higher rate of succe.s­
lul job placement.

2E..1ec~ives

In addition to the focus on job market relevance and
'quali-ty of traininq of is in.t.itutiOTtS, a eonC\lrrent CADERR
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o!:' jective is to advance budgetary self-sufficiency of the
asuisted training center& through integrating conunercial
production activities with instruction in order to recover the
operational costa of the centers. Specific goala for,assisted
centers include a traine~ retention and graduation rate of a
minimum of 80 percentl an !ncrease of the job placement rate
to a minimum of 80 percent of graduates 1 recurrent costs
recovery rates of 50 percent for private vocational education­
al institutions.. and, for public sect.or institutes, self­
sufficiency for purchases of material and equipment mainte­
nance •

The Productivity Project is expected to benefit SMEs;
however, neither formal project objectives/outputs nor CADERH
attention focus specifically on SME subsector impacts.

Program Operative Principles and Methods

Productivity Pr.oject

With a local currency fund of L7 million for technical
assistance, and additional funds to upgrade fixed assets, this
CADERH program is to assist 15 private and public vocation­
al-educational training centers that !?ervice small enter­
prises, among others. Features of the CADERH program include:

•

•

•

•

•

Grants (up to L350,000) and technical assis­
tance, based upon a formal proposal Dubmission
and entry criteria, including CADERH membership
and job certification participation

Pre-grant technical assistance, for proposal
preparation through GEMAH and "Management by
Objectives" seminar (two days) at level of
Center Administrators

Training -- essentially manuals and curricular
materials/media support, training of trainers
for certification

Additional grants (15,000 to 10,000) to estab­
lish revolving funds for production and addi-
.... .t .. '1 1: ,..",,,,,e'r'lt-y __...... , .... __ .1:•• _..:1 ..... .c.......
l;.vnCi",I, ,l,QCi"niCJ ••QIU ,",~Q~ .~v.Y.n':f .~n~;:r .v-.
production materials and outlays, at 15 percent
annual interest.

Fund for loans to students for room and 'board
costs at 10 percent annual interest
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INFOP--
Past instances of assistance to INFOP include the pro­

vision of training (through the competency-based instruction
and Advisory Committee System) and follow-up studies of INFOP
graduates. Currently, INFOP is being provided: (a) funds to
equip a computer training center, (b) funds and technical
assistance to carry out a national level study on emploYment
and the impact of training1 and (c) funds to contract an
audit/study of accounting reforms within the Institute.

International Marketing and Commerce Program

With US$3 million and an eye on the CBI, this CADERH­
assisted program will work with FIDE and FEPROEXA to identify
activities with export potential that need additional training
(from the U.S.). CADERH will be responsible for host country
contracting and will assist in industry-specific training
needs analysis.

Assistance to Management Training Organizations

The original goals were (1) to coordinate the diverse
activities of many training centers, (2) to set up informa­
tional meetings, and (3) to publish a calendar and description
of management-related courses on a biannual basis. The
calendar is now being produced with some regularity.

Funding has also been provided through CADERH to carry
out the training of management trainers. Some 20 instructors
are currently in training and another 60 have participated in
one or more t~aining modules.

Assistance to ITEC, the Technical
Institute of the Accountant of the
Colegio de Peritos Mercantiles

Assistance to ITEC, through Central Texas College, is to
support the development of a program for bookkeepers, with
individuals ana businesses as beneficiaries.

Studies Realized under CADERH

1~0 pre-project studies were carried out in 1984 by
outside groups or individuals. The first study was undertaken
by the American Management Association. It examined the
management tr3ining needs of "small, medium, and large enter­
prises," and the training resources of 16 institutions,
including universities, associations, consulting firms, and
individuals. The other study, cited above, reviewed 73
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vocational training programs (55 industrial/artisanal) in
Honduras.

Capacity~~of Management

CADERH staff includes some 20 persons of whom eight are
professionals. six of the professional staff have expertise
in non-formal education, vocational education, and related
human resources areas. Two of the professional staff, includ­
ing the Executive Director, have experience in private sector
management and ties to industry. Overall, management is
reputed to be sound. Results of an evaluation currently
underway are not yet available.

It is apparent, however, that CADERH does not have the
institutional interest or focus to provide enlarged human
resources-related services expressly to small businesses •
CADERH probably does have the management ~apacity to provide
local and host country contracting services to USAID. Con­
tracts and/or grants should be relatively small and involve
only minor performance oversight or technical qualifications
to assure performance. Currently funded studies (U.N.A.H.,
etc.) and, to a lesser extent, training of trainers
(G.E.M.A.H.) provide examples of the fea~ible. USAID should
not look to CADERH as an "umbrella" mechanism for training on
technical assistance services to small enterprises.

Administrative Procedures/Organizational Effectiveness

Insufficient data prevent conclusions regarding orga­
nizational effectiveness. It may be noted, however, that
CADERH staff obtain good results from approximately seven
objective oriented programs, with district target groups.

Some indications have already been provided concerning
the Productivity Project, and some further observations are
made below. Other CADERH activities (with the exception of
the assistance to ITEC) are probably marginal in terms of
impacts on small enterprises, except insofar as labor produc­
tivity promotes development, presumably beneficial to small
enterprises.

The other exception involves INFOP, to which CADERH is
providing minor assistance currently. In 198'3, 'the 8' , 700
INFOP participants were 47 percent of all vocational-training
participants, not including another 12,700 and 8,500 enrolled
in agricultural and commercial office training, respectively.
CADERH-channeled assistance may not provide sufficient means
to affect the quality, coverage, or job market orientation of
INFOP's programs.

I
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Cost Efficiency/Effectivenes~

CADERH manages a number of implementation contracts and
.grants with an annual operational budget of approximately
L500,OOO. New three-year funding will provide some L7 million
in local funds only. If this, includes L5. 5 million in program
activities (11.8 million/year), then the ratio of administra­
tive to program costs is something over one to three.

Level of Self-Sufficiency

Self-sufficiency appears altogether unlikely. It should
be noted that CADERH management already complains of USAID
insistence on self-sufficiency; membership and service fees
from CADERH's 165 members (large and medium enterprises, as
well as individuals) fall short. Services to small enter­
prises should be viewed outside a cost-recuperative framework.

Problems

The Productivity Project will be potentially useful to
the SSE subsector, though it would be helpfUl to know how
proposals will be reviewed rather than assume subsector
servicing. It might be possible to examine the Center's
willingness to provide training program flexibility (after­
hours instruction, duration, fees) to reach working employees
of small enterprises. It should also be noted that insofar as
grants subsidize center production (price, or quality competi­
tion), existing small enterprises may be affected. Institu­
tional "cost recovery" is not neutral toward enterprise market
shares. Some advantages to small enterprises may come through
access to the revolving fund for "student loans."

Technical assistance services to management training
organizations are unlikely to provide for any income or even
(membership-based) cost recovery. The semi-annual catalog is
useful, primarily for large and medium enterprises. Other­
wise, all users will go ~o the source. "Coordination" of
management institutions and programs is unrealistic (CADERH
has known better than to really try), and providers will
continue to jostle over management philosophies (the AMA/GE~JW

fo~ula, etc), and market shares; it is best to let users. sort
this out on the paying end of the enterprise spectrum.

Capacity to Expand

The capacity to expand direct services is limited. No
technical direction of use to the SME subsector is likely
without new staff and some reori.f.ntation of objectives.

r.C\'
C\ \
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CADERH will continue to pro'"ide useful manpower-related
studies, such as the 1984 Vocational-Education study cited
earlier.

/
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CENTRO DE INNOVACION DE DESARROI,LO EMPRESARIAL
(CIDE)

Background

The Center for Entrepreneurial Development and Innovation
grew out of the efforts of various faculties at UNAH to
replace sterile B.A. thesis requirements with group problem
solving exercises. Tr~ "Centros de Estudio y Trabajon (CETAE)
identified problem areas of small business development for the
Business Administration Branch of the Faculty of Economic and
Administrative Sciences.

In 1984, with the idea of turning unemployable graduating
students into self-employed entrepreneurs, CIOE started to
provide SSE-rvlated services.

Coverage

Projected target populations/outputs for the instruction
component of the project:

- t !!!!:.!
(1988)

!!!!:2
(1989)

!!!!..l
(1990)

Business administration students
taklnq the Initial formulation and
evaluation of projects course 120 160 180

t Of these, o~tin9 to enter the CIOE
proqram for entrepreneurial
developHnt 36 48 S4

•
SSall business projects started 18 24 21 ••,
Trainin9 of instructors 6 6 5

Projected CIDE coverage in extension services is indicat-
ed below:

t !!!!:..l !!!!:.! !!!£..!
(1988) (1990) (1991)

EDt*rptls•• recelvlnq lnterna1
consult1nq so 100 150

Nev projects evaluated 30 SO 75

Nev projects (small entflrprises)
Initiated 9 9 9

Number of participants 135 225 225



,

I

- ,

- .

- .

•

8-81.

Geographic coverage theoretically includes all regions;
effective consultation and project evaluation services are
limited to the Tegucigalpa area.

Principal Ob1ectives

To promote economic growth. and employment ifI Honduras
through (a) the development of educational programs focussed
on engendering entrepreneurial skills 1 (b) assistance to
ongoing businesses through an outreach program ·intended to
improve the rate of survival and the performance of small
enterprises; (c) consultation to individuals or groups plan­
ning new, job-creating business ventures that incorporate
innovative strategies and practices; and (d) general research
of interest to the small entrepreneur.

Program Operating Principles and Methodologx

The program combines academic learning with group exer­
cises and less formal activities. Emphasis is on practical
outputs; each student must conduct a feasibility study of a
potential enterprise (from the development of a business
plan, to the arrangement of financing).

The motivat:tonal component includes entrepreneurship
workshops, guest lectures, role models, business simulations
and games (computerized).

Extension services: free, on-site, services to be
provided by advanced students in the CIDE program; no credit
link.

UNAH seminars and workshops constitute a collective
training approach. Networking with existing PVOs and support
institutions is proposed.

Capacitx of Management

The two principal promoters of CIDE are both members of
the Faculty of the Department of Business Administration and
hold private sector positions. The BA department haG some
five years of experience in managing a quasi-academic program
of work and study groups (CETAE) and in carrying out some
management and SS~-rela'eed studies.

The CIDE management plan calls for an authority line of
from the Dean' s Office to the Director of CIDE, with an
Advisory Committee overseeing all operations. No jUdgment can
be made regarding capacity to manage an extension services

.
•
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program. The pr:f.ncipal Promoter of CIDE is tenacious and
committed.

Administrative Procedures/Effectiveness

The first year of CIDE operations is to be dedicated to
academic program strengthening; to searching for financial
assistance for CIDE and for the student projects; and to
establishing a network oJ: entrepreneurial assistance among
resource groups and institutions. Extension services and
training activities to widen the 5MB and institutioual audi­
ence is to be begin in the second year (1988).

The first graduates from the work/study program are
expected toward the end of 1987.

Proposed five-year bUdget for CIDE, including depart­
mental salary costs for six full-time and six part-time
instructors, other administrative and equipment costs, is
L3,589,400.

For years one to five, recurrent administrative and
overhead costs as a percentage of all costs is 56 percent.

The ratio of variable activity costs (extension, semi­
nars, outreach) to administrative recurrent and overhead costs
is 78 percent.

Cost Effectiveness/Efficiency

No data are available to examine the unit cost of train­
ing. In the proposal, the BA student consulting services
appear to be offered without fees to users -- this may be.a
questionable assumption.

Level of Self-Sufficiency

No income-generating activities or fee structure has been
indicated. CIDE is interested in examining possibilities for
diversified outside donor suppor~.

Problems

The componen't ror student entrepreneurial development nas
only recently begun and program support is still partial. The
proposal, moreover, equates the success of the program with
the number of successful, post-graduation, entrepreneurial
starts (a 50 percent success rate). Starts, however, are
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uncertain long-term beta ~nd tt· program should include other
evaluation criteria as well.

The training/extension component is uncertain since the
mechanisms for promotion and delivery are not linked to a
credit or other service program•

Capacity to Expand

For 1986-91, new enrollments in the busin.ess adminis­
tration department (where the entrepreneurial development
pr~gram is located) are projected ~o increase at no more than
2.5 percent per year.

Sector Relevanc~

~he entrepreneurial development component is a novel
approach fo::: a formal educational institution. While the
curriculum of the B.A. department is likely to retain its
academic orientation (i.e., remain a B.A. program gea~ed to
medium and large enterprises), CIDE can increasingly introduce
in it practical exercises to promote interest in small
business dev~lopment.

The impact and coverage of extension activities, however,
are likely to be quite limited and have a medium enterprise
focus.

_.r. I
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INSTITUTO DANIEL DE ENSENANZA ADMINISTRATIVA
(IDEA)

Background

Honduras suffers from the lack of appropriate training in
accountancy and financial and database management. In the
private sector, very little skilled manpower is available
except for two sorts. On the one hand, there are the gradu­
ates of the "Perito Mercanti1," who are little more than
bookkeepers with two years of technical training; on the
other, there is a group of costly U.S.- (or INCAE-) trained
BAs or MEAs. UNAH "bachillerato" holders are scarcely more
qualified than "Perito" graduates, and graduates of private
universities are too few to meet the demand. In the public
sector, the manpower situation is even worse because of the
low levels of compensation.

IDEA was established to train people in business adminis­
tration and business-related computer skills at a reasonable
cost. It is a private, for-profit venture, and has already
obtained some measure of success by procuring accreditation
from the Ministry of Education. The first year of instruc­
tion, covering five modules, will start in March 1987. Other
programs and specialized seminars are being planned.

Coverage

The initial market targeted for coverage includes private
sector industrial and commercial firms, PVOs, and individuals
seeking to gain or upgrade their skills through computer and
software instruction. Entrance requirements for the degree
program will limit coverage to those holding one of the
following degrees -- titulo, commercial education, bachil­
lerato, business administration, or computers. SchedUling
classes at night, however, will open coverage to current
full-time job holders. The target number for the first class
is 30. Other, more tailored courses are to be offered in the
future to meet needs of special markets, private development
organizations, among others.

. E!.!ncipal Objecti'.ies

ISBA has beefi orqcrni~edas a for-profit venture, but *noe
necessarily to make a lot of money," as explained by one of
two investment partners.

The program is designed to strengt1?en professional
capacities and satisfy existing labor market demand in
"informat.ica administrativa," as well as to offer self-

I



c •/

- .

•

• •

8-85.

improvement and job promotional opportunities to those unable
to enroll in university programs. A related objective is to
offer to private enterprises and organizations the technical
manpower skills contributing to their institutional develop­
ment. The program includes the following courses, each with
its own set of teaching objectives:

(1) Accounting sciences -- basic principles,
managerial accounting, and analysis

(2) Exact sciences -- basic mathematical and
statistical skills to facilitate the learning
of administrative, accounting, and database
processes

(3) Administration basic understanding of
administrative process, firm types and models,
as well as project management and marketing

-- applied
systems,

types 'of

(4) Management of information systems
database management, information
languages, ,and use of different
software packages

Program Operative Principles and Methods

•

•
•

The degree program will offer evening instruction, with
self-scheduled laboratory work and computer time, to be
scheduled at flexible times during the day and on weekends to
allow currently employed persons and employees the possibility
of att.ending.

~he course is arranged in ~ series of modules, each eight
to tw~lve weeks in duration. The modules may be taken sepa­
rately, thus allowing individuals to choose specific short­
term training at different levels •

As compared to rote and theoretical formal instruction
elsewhere in Honduras, this approach uses the case study
method, and thus tries to emphasize analytic accounting and
business skills.

Participants from the PVO community are to be recruited
.............. _" , •• .a..1.. __•• _,- __ .&.,.. ...... _,.'" __ __..:I __....__.... .:~_, .._~_,__ 'L.. " __

yJOoIo&m:n;o-"'*'r ~tt.Q~ftt~-.nor.n;i&;·n~ c::lUU ~~;I;...ul:ti&; w~,.;;;rn~. C'fi;T.

example, an ll-day seminar in "automated accounting systems"
presented by IDEA in September 1986 attracted accountants from
organizations such as ANDI, FOPRIDEH, IDH, and CEDEN. The
seminar also developed a combination of participatory dis­
cussions, lectures, and group'exercises of use for future
workshops.
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Capacity of Management

Insufficient data for conclusions

~gministrative Procedures/Effectiveness

Information is limited.· However, the investment in
plant, equipment, and peripherals haD baen completely carried
out. Projections of labor and administrative costs have been
included in a comprehensive business plan that incorporates
break-even calculations.

Plans have been made to use the center's training capaci­
ty (and equipment, consisting of eight IBM-compatible PCs) for
other income-generating activities during down-time.

Cost Effectiveness/Efficiency

The September course in "automated accounting systems"
(offered in September provided approximately 60 hours of
instruction over 11 ,days at a cost of US$300 (L600), or LIO
per hour of instruction. Turnout in this instance was suffi­
cient "to cover costs."

The full year course will average 22 hours of instruction
per week over 46 weeks. At an estimated total of 1,012 hours
of instruction, and a total program cost to the student of
L3,100, the per hour cost is L3.06.

Evaluation

Plans for formal evaluation procedures were not stated.
This is an enterprise whose standards of evaluation will be
the number of participants it attracts, and the participants'
response to the training provided.

Level of Self-Sufficiency

Self-sufficient, according to the business plan. Pro­
jected project cost is L60,000. The break-even point is about
20 students, with other sources of income (individualized
seminars and consulting, for example) to covering the modest
fixed overhead costs. As in any business, one key to se1f­
RUffic;~n~y wil~ be thA effort$ ~ppliee to ma~kati~ and ~r~

market share captured.

Capacity to Expand

The maximum number of students in the year course is
approximately 30. Perhaps twice this number could be reached
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if day instruction were to be arranged I this would require
additional staff resources •
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NATIONAL ASSOCIATION OF INDUSTRIALISTS
(ANDI)

Background .

ANDI, established in the early 1950s, assumed the role of
Business Assistance Coordinator for the USAID Small Business
Development (SBD) Project in June 1984. The components of the
SBD project include: (1) grant financing to NGOs that support
SMEa, (2) training programs, mo,stly coordinated through INFOP,
and (3) an information network •

Through the grant financing program, ANDI has funded
almost every NGO actively supporting small and micro enter­
prises in Honduras, and has strengthened the institutional
capacity of ANMPI, the National Association of Medium and
Small Industries.

In addition to overseeing the SBD Project, ANDI maintains
a legal assistance program, a lobbying presence, and close
ties with the University (UNAH) business school internship
program.

-I •
liiI•

-.I, .
1.

2.

3.

Concerns

Relatively recent SBD program operation

Management capability is still in question

Program experience is limited to grants and to
sponsoring training

4. USAID/H relationship

5.

1.

2.

- 3.....
-
-

.::

4.

5.

IJobbying group

Advantages

Linked to the private sector

Control outside of implementing organizations

pva experience

Experience in support of SMEs

Are not program implementors
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INDUSTRIAL DEVELOPMENT CENTER
(CDI)

Background

CDI was created in 1978 pursuant to Decree 687 aa a semi­
autonomous government institution to contribute to the econom­
ic and social development of Honduras by providing financial
and technical assistance to small and medium industry and
artisans. The Board of Directors includes: representatives
from the Ministries of Economy, Natural Resources, Interior,
Public Credit, CUlture, and Tourism; the Executive Secretary
of Consuplane; and representatives from ANDI, ANMPI, and ANAH,
the industrial and artisan trade associations in Honduras.

A recent institutional analysis carried out by COl, in an
attempt to improve its institutional capacity and operations,
reveals the following problems.

Technical Assistance

Few results at enterprise level. No strategy to provide
assistance; overly involved methodology. Technical assi~tance

to industries with loan delinquencies rather than to firms
with marketing and financial problems not yet in debt to
improve health of the firm to prevent debt. Beneficiaries'
reluctance to receive technical assistance; insufficient
training course attendance. Initial promotion only two days
before ce.-urse; sporadic visits; no follow up afterwards.
Insufficient human and material resources; 20 staff members to
provide assistance to 650 enterprises. Staff turnover after
training problematic; counterparts assigned where they cannot
put training into practice. No vehicles for technical assis­
tance staff. No industrial profiles regarding new products
for domestic or export market.

Credit Lines

Limited and low availability of funds; inflexible guide­
lines. Since 1978, 841 loans for L7,650,000; 1986, 187 loans
for Ll,900,OOO.

Eleven to 17 percent interest rates, depending on credit
line. Slow moving fund due to strict requirements and lengthy
time to process application. lOB fund totally disbursed three
years ago. Low recuperation rate. Fifty-three percent arrear­
age on interest and capital; 29 percent on capital alone. No
periodic collection. Little contact with client. No analysis
to reschedule debt. No computerized operations. Lack of
technical assistance. Saturation of specific lines of credit,
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i.e., for specific types of production. No control I credit
applications delayed for recuperation of on-lent funds.
Duplication of functions regarding credit analysis. Ten staff
"""'nbers, but no cred!t collector and no supervisors.

Artisan Program

Little coverage of beneficiaries. No support from train­
ing program graduates. Practical training is oriented towards
developing traditional products.

Marketin2

Artisan shops are not self-sufficient 1 no participation
in international events.

Concerns-

• =

1.

2.

Efficiency, image, bureaucracy

Staff turnover and motivation

3. No proven methodology in credit,
assistance, and training

4. Has its own operational programs

technical

5. PVO link, AID link, other institutions

6. Exclusive clientele base by law

7. Coordinating axperience debatable

Advantages

t 1. National coverage

2. Experience is small industry support

3. Semi-autonomous government agency with state
budget support
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CHAMBER OF COMMERCE AND INDUSTRY OF CORTES
(CCIC)

Background

The Chamber of Commerce and Industry of Cortes (CCIC) is
a voluntary membership association of businessmen located in
the Department of Cortes (San Pedro Sula). Recognized as the
strongest and most powerful Ch~ber in Honduras, CCIC provides
assistance to the business community to resolve state­
generated and business development problems. The range of
service offered to members (on a fee basis) includes arbi­
trage and concilliation, access to a marketing data bank,
national and international seminars and conferences on a broad
range of sUbjects, information and library services, export
contacts, trade fair information, and export market profiles.
Membership dues range from L11.25/month for small businesses
to L287.50/month for large businesses, with membership fees
being adjusted according to assets size. CCIC is currently on
a membership drive and plans to increase membership by 600
over the next 11 months. To do this, CCIC will rely on
recruiting members from the small business community. CCIC is
now expanding its facilities so that FUNADEH, GEMAH, and
Horizontes de Amistad can have permanent residence in the same
building.

Concerns

1. Geographic bias

I

•

•

2.

3.

4.

5.

1.

2.

No small/micro direct experience or interest,
except through FUNADEH and to increase member­
ship

Favor interest of large business

Lobbying group

Not familiar with organizations implementing
programs for SMEs, mainly PVOs

Links to the private sector

Access to information and business services

I

,'\)
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3. Strong organization

4. Includes industry, commerce, service, and
agroindustry

8-92.
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HONDURAN FEDERATION OF PRIVATE DEVELOPMENT ORGANIZATION
(FOPRIDEH)

Background

FOPRIDEH was organized in 1982 by a group of PVOs subse­
quent to a seminar conducted by Planning Assistance on the
relationship between USAID and Honduran PVOs. In 1985, AID
provided FOPRIDEH with a three-year grant consisting of
L10,000,000 for project support and L2,000,000 for administra­
tive costs, in addition to US$500,000 for offshore technical
assistance and hardware. Currently, FOPRIDEH has 22 members
representing both rural and urban based PVOs, with programs in
all areas of development. FOPRIDEH expects its membership to
reach 35 by the end of 1987. FOPRIDEH's program, mostly grant
financing to date, has been in operation 14 months.

Coverage

Grants have been provided to the following organizational
types: 48 percent to affiliates1 16 percent to non-members1
16 percent to COOPS1 7 percent to trade organizations, and 10
percent to neighborhood groups. FOPRIDEH coverage is wide and
diverse. Forty-one percent of 22 current organizational
members consider the support 'of small business a priority area
of activity. Since its initiation, thirty percent of
FOPRIDEH's total portfolio has gone to support small business
development projects1 13 percent for c~edit to micro enter­
prise1 10 percent to small industry1 5 percent to agro­
industry 1 and 1 percent to workshops. Ten percent of the
total grant portfolio was granted to members for small/micro
business development.

Concerns

• •

•

•

•

•

•

Membership restrictions

Internal policies/institutional structure

Focus on small business1 no small business
specialization, sector strategy, or policies
for support of small business development

Youth of organi~ation

Capacity to expand

Knowledge of overall sector

Training/credit knowledge
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•

Only grant financing; technical assistance and
training programs envisaged, but grant financ­
ing is the only developed program area

Advantages

Some . (limited) expe.rience in manag­
ing/administering discrete projects

No project implementation

Working on data bank, library, technical
assistance program components

Existing umbrella organization comprised of
PVOs active in development programs in Honduras

8-94.
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APPENDIX C. MULTI- AND BILATERAL DONOR SUPPORT
OF THE SECTOR

By: Elisabeth Kvitashvili

1. Most programs are OPGs and/or grants to Honduran
organi~ations on a request basis; in that context,
most have no strategy or priority for SSE develop­
ment.

2. Large credit programs seem to be the basic ingredi­
ent in multilateral programs.

3. Target group is mainly small and medium industry
throughout Honduras.

4. Each donor I s objectives are slightly different
ranging from PVO institutional strengthening (lOB,
UNIDO), to making sufficient amounts of credit
availabl.:'! (IBRD, EEC).

s. Programs are designed to increase both production
(industrial/manufacturing, agriculture) and create
new employment opportunities.

6. None of these donor institutions are cooperating
with each other and indeed iildicate a need for some
type of "donor coordin~~!cn."

7. Assistance varies with respect to both institutions
and individual beneficiaries. Where needed, techni­
cal assistance is provided as C!IDean~ Qf !Mtitu­
tioi1al" s trengthenlng.· . -" - . -

8. Donors do not use specific packages of assistance.
When needed, technical assistance and training are
provided, but they are not considered as important
as sufficient amounts of credit.

:.
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9. Each donor interprets "small" differently, e.g.,
leRD -- fixed assets of. up to $50,0,00.

10. Bilateral donors consider the provision of technical
assistance and training more critical than credit.
Access to credit is seen as the critical problem.
Nearly all bilateral donors work with "small"
groups. AID seems to be the only donor with any
program assistance to micros.

11. Bilaterals concentrate in the rural areas (working
mostly with coops) and with two exceptiona (not
including AID), assistance is directed to the
individual beneficiary. Project goals are similar:
increasing agric'11tural production, improve standard
of living of rural Hondurans.

•

1. Total lack of coordination and donor focus. Three
main themes emerge: provide increased amounts of
credit, increase agricultural production, grantees
must establish importance of SSEs for development.

- I

,
=

- ,

Tec:bD1ca)

~ Tra1D~ Ass1stance

DC 1 2
SPS 1

. Other c1ties 1 3 "Rural 1 1 1
All Honduras 4 5 7

Conclusions-

1

f

2. Micros are not receiving much donor assistance,
especially in the urban sector.

3. The various programs are throughout Honduras and
rarely do donors carve out an area just for their
programs. In other words, donor one could be
providing credit to a rural coop that donor two
might later provide trainin~ to. On the other hand,
b~~~~se of the. ~~;~e ~§~ p~p~~~tiQ~1 ~he.~e. is l~~~~e
real overlap except that some PVOs receive small
grants once or twice from various windows.

4. Institutional strengthening (of banks, coops, local
PVOs) is considered necessary, with AID and the IDB
leading the way in the provision of financi,a1
assistance. Most donors prefer to have assistance
go directly to the beneficiary, or their grassroots



..
;;>.

• •

•

- .

•

•

I

•

C-3.

organizations (IAF, Dutch) rather than get lost in
either a public or private sector entity.

AID is the only donor with substantial personnel and
resources directed to this entire (sub) sector. But
the EEC has a major project coming on stream.

6. Not one institution, according to donors, stands out
in development. Yet, donors do not seem to look for
any particular quality when selecting institutions
to work with.

7. Dono~ ~upport for this target group is not likely to
increase significantly above present levels.

Recommendations for AID

AID should serve as a cataly~t in donor coordination and
se(:" to:

Establish a donor's interest in and financial
commitment to urban versus rural assistance

Small versus micro. I don't think it's possi­
ble for the donor community to come up with a
unified definition of "micro" or "small"

responsibil­
overlapping
It seems thatI

I

•

•

•

Decide whether regional/sectoral
ities are necess~ry. Are donors
with each other without knowing?
way.

AID should work with lOB in institutional
strengthening efforts (such as ASEPADE) in
order to get most out of assistance.

Channel European technical assistance to SSEs
attended by AID-supported PVOs.

"" ', L\"
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•Bilateral Organizatiotts

DonorlinsutuUonal
lnst!tuUonal counterpart Object1w-es/nabn'e

Donor Proqraa nue collaborator(s) contribution Geoqrapblc focus of proqraa

1. GDR Assistance for FEHCIL $100,000* to date AllHoDduras lDdustrl.U
- CIM (Centro de Industrial Coops 6,000 based on DeYel~t
Mlgracion , yearly increRents
Desarrollo
Intemacioaal.

- Fundacion IFC Institutional Instituto de Investi- $1,800,000 AllHondura.! Assist iFC to
Friedrich NaUlRiD Strengthening gacion "I FOJIeDto $650,000 serve as an

Coopelativo nre) 1nte...~ary

bet~ coops aDd
flaanclal
lnsUtutiClDS

1. Switzerland MIlk Production MNR $195,000 Olancbito, Yoro; IDCreUe diU}'
COSUDE Project (Proyecto $110.:'00 Juticalpa, Olancbo, product procmeuem

F~nto Lecbero- Couyaqua to'RI'ds self-
FafECH) sufflc1eocy

Agricultural 11m', INFOP, ENA $1,000,000 Catacaaas, Olancbo; tle'relop and
MecbaniaatioD $800,000 'leguc1galpa, Valley pcipUlariae 1JIprclftd
(PR<IfECH) of the Angeles, agrlcultunl

Cboluteca llethods (band and
miJIal) as well as
1ncrease utillaa-
tiem of e%lsUnq
tedlDoloqy

Post Hanest toss MNR $100,000 Cl HoOOuru Reduce Post
Reduction for Basic $33,000 Banest loss in
Grains basic grains

PVC SUpport Project ASEPADE, FES:OCAL, $830,000 AllBomuns
IHDER

Yoro Integrated Rural Various GOB institutions $1,8OO,00lJ Yoro bprcrre standard
Develo~t $575,000 of l1Y1nq for

SJIall faBe.-s atld
~. rebra coops
ill Yoro

3. CANADA Rural Coop DeveloPHDt FECmAH $4,000,000 Al18oDl!uras bprcrrellnc:rease
SID (Societ" <Ie alj. production of
DeveloplleDt ' selected coops
IntemaUcmal n
Desjardins) I

~.
~O 4. USA Inea-e Generation -- $500-'100,000 AllHonduru 1.Dcaae~t1em

InterUierlcan Project ($30,000/project) in areas
Foundation (~FJ

--.

" . I I I I • 'I I , I 'I I I' " I I' I '" I III I'll I I II
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Bilateral
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InsUt\lUooal
YS. beol!f1C1at'J Approach llanagaent

Donor assls:ance Target group Sub-sector focus cbaracteristlcs sequence package operatlons

1. G>R Both Worker run Industriesi Industry 'fA to FEBCIL intemed - Lack of fthicles
- elM service coops. and and IIYbers

saall business .e.bers

- FFN Both-pria!lrlly to SlDall rural coops service coops TA, training 'fA,tra1n1ng - IFC lact of self
1Dstitutipn (ag. production, sufficiency

ago refora) - Staff salaries
too low

2. COSODE Both-priallrlly too sun, .ed1ua Production TA, tra1D1ng
benelficlJIrJ and large dairy

faraers

BeDeficlal~ Fuwersi fara service industry TA, training
aach1ne operators
and repairaen

Beneflcial:7 Sllall and .eMu. -- 'fA, trainiL-g
independent
producersi ago
coops; saall rural
artisans

Both 1,500 faraer f.Ules Coops TA, training, credit

Benef1cial~ SUll famers and Production TA, training, credit
and coops

3. CMADA
- SSD Beneficial:' sun rural coops Production coops. 'fA, training Depends 00

ind1ydual coops.

4. USA
-IAF Beneficial:J Grass roots ag. groups -- Sllall grants 1fb1ch

aay lnclude TA,
ntraining, etc. •t1'I
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Multilateral Organizations

Donor

1. EEC

ProIJrU Due (s)

Strengtb1minq Aqrarian
Refona ~Id Inteqrated
Rural l>e'!'elopHnt

MNR

Institutional
collaborator (s)

Donor/institutional
counterpart

contribution Geograpbi~ focus

$17 • El Paraiso,
$800,000 Dali

Objectiyes/nature
ofprogrma

- Increase aq. prad. tbroogh
prodsioo of credit

- ~te mall rural qraups/
enterprises througb
diversification/alternate
1ncoIIe sources

Banco Centrouericano
de Integracion Eoonoaica
(BCIE) (aBEl)

Proqr8ll Cl,f Technical and
Financial. Assistance for
s.all ao41 HediUII
industrii\ll enterprises
of Centrll.l AMerica

2. ONIDO AssistllD4i! and DeveloplleDt Centro de Desarrollo
of s.all and Mediua Industrial (CDI)
IDdustri'!,s

$20 •

$700,000
$560,000

Honduras (all),
El salvador,
Guate.ala, Nicaragua,
Costa Rica

Tegucigalpa, San
Pedro Sula, La
Ceiba Cboluteca,

- StreDqtben exisUnq saaU­
aed1U11 industries oriented
to o.o.est1c aarket

- strengthen capacity of CDI
to proTide n to its loan
recJp!ents

- Create new ~lOJW!Dt
opportunities for saall­
Ediua 1Ddu:stries

$37 • (3 1/2 frs) All Honduras
$10-15 •

3. IBRD

4. lOB

3rd In~trial Credit
Project

s.all OPO Projects
Proqr8ll

FOIiEI, CDI

FEHCIL
ASEPADE
AHDEJUMUR
APROOIB
FEPROEXAAft
Planned: AlltPI,
UNISA

FUNADEH,

$500,000
$500,000
$500,000
$500,000
$500,000

All Honduras

- Make wnrk!nq and fixed
asset credit na11able to
s-all and aedJ.u. sized
industries; 1nstitutiODa1
strenqt.ben1nq of local
banks

- (*f1xed assets of lIP to
$50,000)

- InsUtuUcoal 5trengthen1nq
with credit for Il1c:o-sa;.all
business

n
I

0\.
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Multilateral Organizations

Instjltutional
"8. bl!Defic1ary Approach !lanageBE!iJt

Donor assl~stance Target group Sub-sector focus characteristics Sequence pacbge CIp"'-IaUCB:S

1. EEC Botb Agrarian Refora Industry, retall Credit, training S1IIultaneous
coops, wa.en, youtb service TA
SEll famer groups
150-200 people

IDStituU~lnal (Be and SUll-.ediua Manufacturing, Credit,* TA, Credit w/opUons
printe bollDks) and industries aqro-industrial traininq for TAltraininq
benef1ci~"J ·Pro"ided a as needed

auket rater
loan guarantee
fund

2. OHIDO InstitutilllQal then SMIl-.ediWl Industry JIaJ1U- TA - CDI .s. UN100
benefici~"J industry facuturing (wood, JlaDaCjESellt priority of

Etal, food production prods1m of credit
process1ng leather, "s. 'fA
ceraaics)

3. IBllD Both SUll-.e4iua Manufacturing Credit, TA
industry

4. IDB Both Sllall and .1cro Rural, urban Credit Credit-i'A PVO MDaqellent is
retail, industry

>II -" ~,,-
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APPENDIX D. USAID SUPPORT OF THE SECTOR:
PROJECT DESCRIPTIONS

By: Elisabeth Kvitashvili

Rural Technolosies (522-0157)

The purpose of this project is three-fold: (a) to
increase F3f.fective utilization of labor and small farnls
through the use of improved light capital farm implements and
systems which will increase the income of the small farmer 1
(b) to increase small-scale rural industrial production and
employment through the introduction of improved production and
management systems and the establishment of new enterprises;
and (c) to increase utilization by the rural poor of low-cost
appropriate technologies or products designed to improve the
quality of life. Major components are: adaptive research anQ
information networks, rural industrial extension services,
agricultural extension training of small farmers and entrepre­
neurs, and project coordination and management. The imple­
menting agencies are Center for Industrial Development (CDI)
and the Ministry of Natural Resources (MNR). AID funding is
$9,000,000 (grant). Over 12,000 families are already benefit­
ted from the technologies disseminated.

.:

•

•

•

Beneficiaries located throughout Honduras.

Local currency credit ($4 million) is being
provided •

Technical assistance provided on limited basis
to PVOs/coops.

Coops not limited in size or type, but benefi­
ciaries must be small farmers. Most coops
range in 'size from seven to 20. They are all
considered small. The project defines the term
"small cooperative" by the cost of the project
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and the income from the project. They try to
keep the cost of the project per member at
$100.00 each. If they have ten members and
they want to build a factory, they can spend
$10,000.00.

,

•

• About 726 small businesses have been incor­
porated into project as producers of the new
technologies (the project defines the term
"small enterprise" (same as small cooperative
above) in regions of Olancho, Ocotepeque,
Choluteca, Danli, Atlantida, Olanchito, and
Comayagua.

Goal: income and employment generation.

I

- .

Small Farmer Orsanization Strensthenins (522-0252)

The project purpose is to establish a viable mechanism
for delivering the productive inputs (credit, technology,
market se~vices, management skills) to growers in order to
increase agricultural productivity and diversify the produc­
tion base. The project will attempt to strengthen and upgrade
the administrat~ve, management, planning, and capital forma­
tion capabilities of the participant organizations (coops), in
order to facilitate an expansion of their service delivery
capabilities, in addressing the access problems which have
inhibited the growth and productivity of the agricultural
sector. The implementing agencies aro the Ministry of Econo­
my, and The Directorate of Cooperative Development. AID
funding is $7,500,000 (grant) and $8,500,000 (loan).

Key

•

•

•

•

Basic plan behind this project is to recapital­
ize rural coops providing them with investment
and working capital.

Employment will be maintained/generated under
the project.

Loans will be provided to rural coops whose
members may be small farmers.

Impact to the small business sector has been
negligible to date due to implementation
problems.

The range of the size of the cooperatives is
based on the membership. They could be 12-
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whatever (1,000, 3,000, etc.). The term "small
cooperative" is defined depending upon their
(cooperative members') participation in the
cooperative's capital. If a cooperative has
L1,000 income, it is considered small, if it
has L10,OOO, it is considered medium; and if it
has more than L100,OOO, it is large.

The savings and loan cooperatives (credit
unions) are the most developed coop~ratives.

By development we mean number of people, equity
capital, and maybe loan portfolio. They haye a
large membership, as well as a high degree in
member capital participation. They also have a
big loan portfolio.

The agricultural cooperatives have a large
membership, a small degl~ee of member capital
participation. They have a big loan portfolio
(external financing; high loan delinquency
rates). There are five agricultural service
cooperatives, a small membership, high degree
of member capital participation. They have a
big loan portfolio and controlled loan delin­
quency rates. The coops are located in
Marazan, Yoro, Copan, Choluteca, Comayagua, and
Intibuca.

I

•

!

Small-Scale Livestock Development (522-0251)

This grant to the Overseas Education Fund (OEF) is being
used to promote small-scale swine operations by groups of
women, mostly housewives, (average size 15) in small rural
communities (Cofradia and Choloma near San Pedro Sula). The
project helps organize the groups, txains the individuals,
assists them in securing financing for initiating operations,
and provides follow-up technical. support during the initial
phases of production. The project currently has six women's
groups producing swine, three groups in the loan application
state, and four groups in formation with a total of 143 women
currently involved. AID fundil1g is $437,500 (grant) and
L!7S4-, &V&- fLe,. :reclm-ieal ass-isi::ance is plOovided by eE-?; a
credit guarantee fund through Banco Occidente; average loan
size L40,000.

Natural Resources Management (522-0168)

This project strengthens institutional mechanisms through
which the GOH manages the country's natural resources, and
will undertake an action program in the Choluteca wat.ershed to
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increase farmers' income and to conserve the natural resources
of soil and water through the introduction of ~odified ag­
riculture 4nd forestry practices. The chief components are:
natural resources policy and planning, natural resources data
gathering and analysis, and watershed management of selected
river drainage basin. The implementing agencies are the
Ministry of Natural Resources (MNR) and the Executive
Directorate of Cadaster (DEC). On the average, the recipient
families have doubled their productivity and sUbstantially
increased crop diversification. New interventions in soil
conservation include over 7,000 hectares protected by agro­
forestry and soil conservation techniques and 3.° million
trees planted. Four thousand participants have been involved
in training. AID funding is $5,000,000 (loan) and $750,000
(grant) •

Key

The link to small business is incidental, even
considering the rural nature of the project.
The only activity supporting small business is
possibly the processing of unsold vegetables
and thinning ,of firewood forests where produc­
tion could be sold. However, "assistance"
would be purely technical in nature and minor
to the overall project.

Small Business Development (522-0205)

The project is designed to increase production and
emploYment in small- and medium-scale enterprises. The
project will develop a source of accessible financial and
technical assistance for Honduras' small- and medium-scale
entrepreneurs. Under the project, a small business finance
company, the Financiera Industrial y Agropecuaria (FIA),
provides loans to small- and medium-sized businesses which
normally lack access to commercial bank credit. FIA is owned
by five Honduran private banks. It can borrow up to eight
million lempiras (GOB counterpart funds) from FONDEI to
supplement its own sources of loan funds. FIA's activities
are complemented by technical and managerial support provided
by organizations particij)atinq in a BusinesP. At;si$tClllce $Y$t;.ep\
coordinated by the National Association ot :!:ndustrialists
(ANDI) • Al~DI coordinates existing small business service
organizations, strengthening them through budgetary support,
personnel training, financing of dollar costs of technical
assistance, and in establishing monitoring and evaluation
systems. The implementing agencies are FONDEI (Central Bank
of Honduras), The National Association of Industrialists

•
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(ANDI), ~nd The Financiera Industrial y Agropecuaria (FIA).
AID fundiag is $600,000 (grant).

Key

ANDI brought several new organizations into its
network and approximately 150 small entrepre­
neurs benefitted from training and technical
assistance provided by the participating
organizations.

FIA continued cautious expansion of its portfo­
lio, approving nine new loans, for a total'of
35 loans, with a value of 4.6 million. Though
these numbers are low compared to planned
targets, the emploYment generation impact has
been greater than originally projected.

Microenterprise Development (522-0319)

The project purpose is to enhance the productivity,
emploYment, and income generation potential of entrepreneurs
in the informal sector. The project purpose will be accom­
plished through the institutional strengthening of ASEPADE
(local PVO), which will provide increased access 'to credit and
technical assistance so that the enterprises can develop or
expand as microenterprises. Accion Internacional/AITEC,
working primarily in conjunction with ASEPADE, will carry out
a credit and managerial assistance program directed to micro­
enterprises in the areas of services, manufacturing, small
vendors, and businesses. Similarly, Accion/AITEC will work
with other institutions, groups, or small businesses to be
identified by AID during the life of the project. At the same
time, through the provision of technical assistance and
training, Accion/AITEC will strengthen the institutional
capabilities of ASEPADE to carry out the credit and managerial
assistance program beyond the life of the grant period. AID
funding is L650,OOO.

Fundacion Nacional para el Desarrollo
de Honduras (FUNADEH) (522-ESF-0263)

FUNADEH is developing a program of credit' and management
assistance to small-scale enterprises in San Pedro Sula over a
three-year period. As of September 30, 1986, FUNADEH has
approved 176 loans totaling L1, 269,500, mainly, to family
workshops involved in sewing apparel, shoemcrking, tire repair,
machine tool shops, and food industries. To date, 303 new
jobs have been created and 677 existing jobs maintained as a
result of this project. FUNADEH is being developed along the

•
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lines of the Pan American Development Foundation model of
small enterprioe development. Technical assistance and
training are provided by PADF to FUNADEH and are funded by a
separate grant of $132,000 made directly to PADF. FUNADEH
grew out of the initiatives of 8 group of Rotarians concerned
with preserving the democratic system of government and
strengthening private enterprise in Honduras. The implement­
ing agency is FUNADEH.

Cooperative Housing Foundation (OPG) (522-0317)

The purpose of this project is to encourage and facili­
tate the mobilization and investment in shelter and community
services for low-income families by private sector organiza­
tions such as TSOs, credit unions, mutual savings and loan
institutions, commercial banks, business, and insurance
companies. The operating premise of the Guarantee Fund is
that by offering to guarantee all or a portion of a given
investment by such institutions, they will be induced to
direct a portion (or an increased proportion) of their capital
to the lower income market. The scenario further assumes a
positive loan recovery experience by the participating insti­
tution which will lead to a willingness to continue and expand
such investments in the future, without the CHF Guarantee. Of
the total $5.6 million of the initial grant which is destined
for loans, grants, and guarantees, CHF proposes to utilize
approximately $1 million as a guarantee reserve to induce
local organizations to invest in sub-projects. ' This period of
the CHF will normally range from three to five years.

Assistance to small business to date h~s not
occurred. However, CHF, with USAID concur­
rence, is developing a new component to the
project which will provide technical assistance
and credit to small business who would, in
turn, make needed housing construction mate­
rials. The cove~age of this component would be
nationwide. Planned financial assistance is $2
million.

FOPRIDEH (522-0266)

The purpose of the project is to provide support for the
PVO Federation Assistance project (FOPRIDEH) in order to
create a mechanism to evaluate and fund development projects,
while simultaneously providing assistance in institutional
strengthening to both FOPRIDEH and the PVO community. The
implementing agency is The Honduran Federation of Private
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Voluntary Organizations.
L10,OOO,OOO.

Key

0-7.

AID funding is $500,000 and

•

• To date, FOPRIDEH has provided financing to 23
projects, most of which benefit micro and small
entrepreneurs throughout the country. The
majority of the programs have been the estab­
lishment of credit lines.

Problem: In considering this institution as a
mechanism to possibly replace or supplement
assistance to ANDI/PYME, we must be aw~r~ that
FOPRIDEH's self-sustainability is a serious
question. FOPRIDEH survives on AID grant funds
and as yet has no plans for Gelf-financing.

CADERH (522-0257)

I

I

,

The 'project purpose is to increase employment and improve
balances of payments by promoting the active involvement of
the private sector in identifying training needs and defining
their priorities. Through the three project activities (trade
cer!'ification/curriculwn development, training needs analyses
and industry-specific training, training materials bank),
training will be made more responsive to private sector needs.
A planned amendment will be an expansion of the current
project grant. With the grant, the project will' provide
technical assistance and other resources necessary to
establish mechanisms that will respond to private sector
training needs by: (1) providing job entry level skill
training, certification, and job placement for a minimum of
6,500 people; and (2) providing skill upgrading training to
certify and increase the productivity of 8,500 existing
employees by a minimum of 15 percent. Project activities will
directly impact on the stated objective of generating employ­
ment opportunities. Beneficiaries will include th~ business
community, which will help increase export earnings, the
employees of businesses and industries, who will upgrade their
job skills and productivity, and unemployed youth and adults,
who will obtain job entry level skills through training
proqrams.

Depending on the definition of ·small," upward
to 35 percent of CADERH's training is provided
to small businesses. The potential for con­
tinued employment generation for small business
is excellent.
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A spe"ific component of the Project (416)
provides support to strengthen the institution­
al capabilities of a minimum of 15 voc'lational
training centers, the majority of whom respond
to needs to micro entrepreneurs outside of
Tegucigalpa and San Pedro Bula.

GEMAH J522-0256l

The project purpose is to assist GEMAH to become a
self-financing institution capable of providing quality
management training services essential to its members and to

'Honduran managers in general. AID financing to date has been
$1 million.

Key

• Only about 10 percent of GEMAH's clients can be
considered small businesses, again, depending
on the definition of small.

GEMAH is planning to submit a proposal to AID
outlining the creation of a private sector
training unit for micro-small business.

,

Herrnandad de Honduras (522-0306l

L254,000 grant to HoB to work in San Marco, Ocotepeque.
Project pprpose is to enhance the nutritional education
capacity and community development a40und San Marco with an
estimated 3,480 beneficiaries. The project design is one of a
small-scale integrated rural development program with three
components: technical assistance, community development, and
nutritional education. Among activities underway to meet the
goals are technical assistance to develop small enterprise
skills, such as shoemaking, brick laying, housing con­
struction, and manufacturing of children's clothing. This
component will have about 1,700 beneficiaries.
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APPENDIX E. URAID CURRENT STRATEGY IN SUPPORT OF
SMALL BUSINESS SECTOR

By: Elisabeth Kvitashvili

As we all know, there is no current strategy. Only two
offices (PSP/RD) have active projects that directly or indi­
ractly provide support to this subsector. The other offices
reviewed either do not have any current/planned programs
directed to small business or have programs with random
assistance (i.e., secondary to the program objective).

=

•

Small Business Development
Mlcroenterprise Development
FUNADEH

Rural Tecbnoloqies
Rural Scale Livestock
Small Vanaer OrqanilaUonal
Stnnqtbeninq

Natural Resyurces
Hanaq..ent

FOPRIDEH I
CooperatiYe HOUlinq Foundation
GEMAH

CADERH

He1"ll&l1dad d! Honduras
!SF Proqram

~,. Incidental support to small business activity. Reforms
emin,,~of nn ofrnm ...h~ ~~"" n,.."'tT,..,.m ~ ... ,.1 ".:1... .; ... ,.-........... .:1 __ .:1 .. 4-
S=~=->-------=:r . .--~--- --------- ........,.....00&:1'0.... V W ... 1iiJ

expansion and increased amounts of dollars for imports.
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projects rarely address skills training for
~t/omcn•

Projects do not exhibit a regional bias. The
"rural" projects number eight and are loc~ted

throughout HondurasJ the "urban" projects
number six. Credit is provided under seven
projectsl technical assistance and training
under seven.

PSP's mainly urban-based projects use employ­
ment/income generation as n major objective.
RO's rural focus has distinctly produc­
tion/ income generation focus. RD does not
focus on SSE development, although there are
elements in its projects which could be con­
sidered under this strategy exercise.

Credit, te~hnical assistance, and training are
all providedJ RD projects provide all threeJ
PSP's projects proviae a combinationJ however,
the education projects focus on training.
There is no preferred package or sequencing.

Marketing activities receive little if any
attention •

Organizational/institutional strengthening and
beneficiary assistance are both provided •
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APPENDIX F. POLICY CONSTRAINTS TO THE DEVELOPMENT
OF HONDURAN SMALL AND MICRO ENTERPRISES

By: Margaret Membreno

There is ample evidence that the growth of small and
micro enterprises in Honduras has been inhibited by a policy
environment which if not overtly hostile is at least substan­
tially biased against the small business subsector. Such
evidence coincides with findings based on research done in
other developing countries throughout the world (Haggblade,
Liedholm, Mead, March 1986).

Job creation can be increased and the development of
small and micro enterprises accelerated by altering Honduran
Government policy towards supporting these aims. While policy
reform may be a necessary condition, it in itself is not a
sufficient condition to assure that all other constraints
(e.g., negative social and cultural attitudes, insufficient
credit, and technical assistance) will be remedied. There-
fore, well chosen policy dialogue activities must be combined
with appropriately designed program interventions if small and
micro enterprise development is to be achieved.

A wide range of GOH policies come into play to influence
the price of capital, labor, material inputs, structure of
demand for products, and profitability of various categories
of producers. While there is no evidence of a deliberate
attempt by the Honduran Government to impede the growth of
small businesses, the government's lack of understanding of
the importance of the subsector and its insensitivity to the
impact of laws on the subsector has resulted in the gradual
9LoWth of a ~lex poiicy environment which constitutes a
tremendous constraint to the growth of the subsector.

We can use the inventory of policy areas which impact on
small businesses developed by Haggblade, Li~dholm, and Mead as
a reference list. A copy of the list is marked to show those
policies which have greatest negative impact on 5MB in the
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Inventory of Policies, by Functional Groupings

1. TrAde Policy
a. import tariffs
b. import quotas
c. export taxes or subsidies
d. foreign exchange rates
o. 10reIgn exchange co~.rols

2. Monetary Policy
A. money Bupply
b. interest rate
c. banking regulations

Note: Policies ~ith a neqative impact on s~m development
are underlined.

Authors: Haqgblade, Liedholm, Mead
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Honduran contoxt. Spocifically, WE) hoar from amnII ontrapro­
nours that~

Ov~rvalued exchango rates impact negAtively on
the price competitivenoss of consumer goods
produced by SMEs and gives rise to contraband.

Foreign exchange controls set by the Central
Bank produce a nightmare of complicated docu­
ment requiremonts that a SME rarely can comply
with. SHEs also lack the right connections to
Assure priority treatment ~for their foreign
exchang~ requests. They a~e left at the end of
the line and often never receive foreign
exchange requested, thereby, losing the poten­
tial benefits of cheaper direct imports.

Because the Superintendency of Banks has not
developed an effective bank examination syatem,
its review of bank portfolios for soundness
consists of reviewing the collateral guarantees
requested by banks. Banks are oft~n pressed
into requiring urban real estate or similar
assets as collateral under the threat of their
loans being classified substandard, doubtful,
or loss~ The reserves which must be made for
classified loans impact directly and negatively
on earnings. SHEs do not usually have that
kind of collateral, so again, lose access to
formal sources of credit.

Labor policies were most frequently cited as
causing problems for SHEs and large firms
alike. Most businesses try to skirt the law by
hiring and firing people at short intervals so
as not to be liable for severance pay and other
benefits. The problem is so acute that the
COHEP has suggested an emergency law to suspend
certain provisions of the labor code for the
period of one year to stimulate the generation
of emp10ynlent. .

These macro policies are of less importance to micro
enterprises or businesses operating in the informal sector.
Municipal laws and regulations have more immediate impact on
them and constitute the policy framework for that group. Some
exampl~s are:

Basic Law of Municipalities dates from 1928 and
is general need reform.
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Doublo tllxation exists for smllli morchants.
Take Togucigalpll as an example. Thoy must pay
11 municipal tax on the volume of sa lOB (regard­
less of profit or lOGS on salos) and a national
sales tax of 6 percent.

Businesses must bo licensed to operate in a
municipality. This is in addition to national
legal registration requirements to idontify the
nature of tho business (sole proprietor,
partnership, or corporation).

An annual fee is impo~ed for placing a sign to
announce the type of business in which one is
engaged.

Obtaining stalls in the municipal markets is
subject to connections and bribes.

A list of Honduran laws that were designed to protect,
support, and motivate the manufacturing sector as a whole is
included here. By talking with a number of small entrepre­
neurs, it is evident that this set of laws favors larger
enterprises and fails to stimulate the development of small
businesses due to negative biases inherent in the laws. Some
specific examples are:

Decree Law 681 is specifically directed to
provide incentives for the development of
artisan, small, and m-adium industrie-~. It
provides exemptions for import duties, consular
fees, consumer taxes, and income taxes for
those enterprises that classify. The proce­
dures for classification are so complicated and
costly, however, that in the period 1980-85,
from a total of 336 firma classified, only 86
(26 percent~ small and five (one percent)
artisan industries were classified. There are
thought to exist Gome 45,000 artisans in
Honduras.

-
•

( •
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The COHDEFOR Law (Decree 103) and export
registration procedures make it impossible for
small wood producers to export.

FONDEI has developed a loan portfolio benefit­
ting mostly large industrialists, due to the
use of commercial bank intermediaries, are the
own FONDEI collateral rules. Credit approved
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to date: Largo, L162 millionl medium, 1,17
millionl small, La million.

Lack of information and data on the policy environment in
which small Honduran firms operate inhibits the process of
informed analysis and decisionmaking. Specific policy dia­
logue activities can only be identified after a study of the
policy environment is completed. In the long run, AID's best
contribution may be to build up national capacity for policy
analysis and to strengthen private sector institutional
capabiliti,es to lobby for policy reforms in its interest. It
is preferable that the public and private sectors jointly
formulate policy reform activities, leaving AID in a passive
role.
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Append~.x G. Analytical Summary - Business Assistance Organizations in Honduras
by

Beto Brunn

1. Geograpbical coverage of the 24 organizations for which some information was available

DC

SPS

Siguat, Danli
Olancho, Chol

Otras c~.udades

Rural

Number of organizations
offering these

business assistance services

Credit Training TA

9 11 13

7 7 7

8 9 7

5 7 5

3 ? 6

Total
operating

15

12

14

11

10

1987 micro & SSE
coverage assuming

overlap (very
rough estimate)

2,800

1,700

1,600

1 1 600

1,000

Total 8,700
(less than 20% of
micro and SSE
population)

2. Most bu~:iness development organizations offer only some business assistance ser\7 ices;
only 10 offer a package of credit. TA and training, even then training is usually
optional, and TA is provided as needed, without a prior plan made when requesting a
loan.

n
1-
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3. Few of tlhese organizations work collaboratively; each has its own target group in its
operatinlg space.

4. Funding:

9 hl:lVe. received grants from ANDI/PYME

a sl:>mewhat smaller number have received grants from FOPRIDEH

at lLeast 7 have been recipients of OPGs, or other AID funds directly

5. Credit pprtfolios in general have low arrears rates, but loans are adequately
secured.

6. Few orga~lizations have a truly national coverage:

Par'\:ners of the Americas has a nation impact through its SSE training program
with participants recruited by Peace Corps Volunteers throughout the country.

• FEH~IL reaches some 2,000 SSEs through 40+ coops •

FAC~~CH has a somewhat smaller coverage and is emphasizing agroindustrial
dev~~lopment with German government support.

IDH and ASEPADE have regional offices.

IFC and Fund. F. Ebert provide services throughout the country on a request
bas~s.

INF(jIP offers training on an almost national basis.

7. Gender c<)lnsiderations:

Few orga~,izations exclusively focus on women as enterpreneurs: ASPADE (market
vendors). FUNDEMUH (Banco de la Mujer), UNISA, and ODEF. All other organizations
offer se~'vices to women, and their participation as entrepreneurs is around 15-30
percent.

,..--

8. Most tra~ning focuses on business management practices, particularly bookeeping;
training in marketing is generally nonexistent, and training production techniques is
generall~ at too high a level for these businesses. There is a~ost no followup to
the training offered; the business person has to decide ~hat to apply and how to get
those pr~ctices incorporated i~to the busi~e~s.

~
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9. TA is qelnerally offered on an as needed basis; little effort has been made to develop

industry'-wide interventions (see FEHCIL).

10. Most nonl-cooperative NGOs are run by a small group of development professionals,
e.g., ASlgPADE a"old IDH; only two have broad based private sector support, Partners of
the Amerlicas with an advisory committee in six cities, and FONDER; only FUNDADEH has
actively sought private sector funding and management oversight. FUNDEMUH is
developil~9 a local dues-paying membership base (28 to date). ODEF has a local
advisory committee and board in SPS.

11. There dOI!S not seem to be any systematic evaluation. Impact is not monitored
afterwarl1s. If a loan is repaid, the assumption is that the SSE has made sufficient
money to repay the loan. No checks are made to see if the SSE has borrowed elsewhere
in order to repay the loan.

12. Programs are not market oriented. In other words rather than checking what the
market nl!eds in the way of products, every and all types of SSEs are supportedc Are
we suppolcting too many tailors, seamstresses and shoemakers? Does the market need
different types of products that are currently in short supply?

C1
I
~
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25 Orga~lizations Working in the Development of Urban, or Non-Farm SSEs

Target group Proqru FOCUS 8esbership"raa DaIle,
(.lao, sull, SSE Geoqrapblc sequence apprtlZiatel! 1987

Orqan1&aUon fan, etc.) coyeraqe/86 coverage of a.poneDts FundiDq sources Dec:eatlerlS6 prtlj.ecticas
;

Cooperative AssOC1~UODS (5)

AllAN Fairs Artesans 50 DC Set-up fairs P!XE 1.50 end. -!'tFS:I
Artesans PADF volunteer Trg&n-

ll1DilIal IIeIIb dues PT!n; 100 ill
all B

MlfPI Credllt Sllall-scaIe 20 OC IUni-credits I FOPRIDEP., Pnn: 10Q-0C 60 lIOre 1~ tC
short-ten interest to support 12o-SPS @ in s:PS
loan fund

Acct. TA SuU-scale 25 OC-1S Acctq. serv PYME - Phase II:
SPS-IO + TA in 'frog + t..\

financial 100 in OC
analysis Beaber fees

ana~

CoIIprl!bn 'l'A -- 12 DC Busn. Diaq PnlE - 30-40 in tC
+ TA 20 days lO? in SPS
in 3 80Dths

Prep. credit -- 25 DC-IS Profes. serv. PnIE -- 50? in OC
applil::aUoDS SPS-IO Kellber fees 3O? 1n S'S

FACACH Pers011al loans Hot defined -- -- Credit PIe!Iber sa..,inqs

Aqroilld. fund Hot defined lops. 1.7 All Credit onl" Genaan 9Oyt.
.1111on
600-1,000
loans

Indusl;rial fund Hot defd. Lps 11,000 All Credit 0111, Mellber sayings
51 projects

OFRAN!H eo-t1' stores: 8 stores 100-150 North coast Cred + TA + COS1IDE - fUIlds 1 , C!«) + Cct'St)Udatn
(graifunas) food ~Ituffs (ea-unities) vo.en Trq ASEPADE-TA qartf1ma.s
vI ASEPADE clotbl!S relmested
as Il1plea. earniIJqs
agency PYm: "iIt ASIPADE

Prodn clothes 1 coop 20 vo.en near La Ceiba Trq + credit CCStJOE, ASl:PADE - CC!lS01i~t~

+ TA + Tr9 PYm: via~~
c
1
.::.

, I' ~ • . I I II I I I I I I I I II I I I I I 'II



I I II.

- ,- -
, I I I , , I , I .... " I

I I II ~ l I I II 1.1

-
.• II

,

Target qroup Pn1graa POCUS Belll>enhip
Proqr&ll DaIle, (.icro, SlIall, SSE Geograpbic sequence a;prox.1Jlately 19187

Organization if ~Iny etc.) coverage/86 coverage of c:o.poo4!Dts Fundl.n9 sources De<:eeber/86 proj-ec:tilXl:!,
Cooperative Assoclati1J11S (5) (continued)

FEHCIL Credit for SSE 1,500 SSEs All Long-tena, BID 42 coops 5 t:E!'W ceq:s
coop ra,' Auto-gest. 30 stores Honduras low-interest lAY 2,000 SS!:s
..teria1. stores cred Trg , Ceq> IIelBb fees 1~15 lied

TA In coop Int. paid aploj'ee-rtm:l
adllin btl:s inesses

IIrtq TA + Trg 5SE-s~aJters 20 DC Tralninq + 'lA PYMI, -- ED-SO in OC
Pilot s1-age Coop educ fund , Sli'Jat •

iEHCIL - logis.

Prod TA + Trg SSE-shae.akers 60 DC-48 Trg + TA PYME, Coops, - 4{\ 1l:: tc 1

P110t s1-age 5iguat - 12 FEECIL - loglst. , Si;m.t

Prodn T~. 1 carp. auto- -- D15t. Cent. TA only BID - 4-£ o::q:s
1st att~tlpt ge5t busn

US llellbs)

PVOs Run by Honduran 1b1rd Parties (10)

AceloD
Cult Pop
Hondurena -- - Inforllation - - -- - Pe.1ce~

not available yol

APROOIB Credit Market wOllen 373 qroups DC-l05 ellps Mini-credlt, AID Sull prof Sc.e ~cnase

1,792 benefs 5PS-57 trg opt. loan int. group
2,649 loans COOl-l,630

CRm ID~lv Micro 300 benef DC, 5PS Credit -- -- s.:.e i~
400 loans cho1 trg opt.

FUHADEH Credit SIla11-scale 100 5PS Med. ten AID 150 l:c:m 200 ~fs
credo opt. busn ~y aDd :prof t.ni!ili:g
training Fnn: a:-T'.mity foll~

SOlIe lESe TA Peace COIl'S 1'01
USC

FUNDEMUH Banco dtl Micro 165 benef DC fUnlcredits FOPRIDEH 28 prof sec loans
1a Mujell 300 loans sbort-ten PnfE lfCIIe!1 4CC1I:e~

lalted TA la. busD be!::tefs
Peace COIllS vol trainiI:g

.....
I
~.,
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Target group
Pro9!l- a.e, (aicro, saall, SSE

OrganhaUon ill any etc.) coyeraqe/B6

PVOs Run bI 1IoDdur!ll Third Parties UO) (continued)

Geographic
coverage

ProqrUl FOCUS
sequence

of o.ponents

~p

approxt.ately 1967
~D<1 scuraes Decesber186 prej'!!Cticcs

•

FUHRIL -- Handicappec! -- DC SolIe TA Peace Corps yol PIUs Credi t tt'lO

IFC Coop ~I!Y Coopbusn -- All Hood Design fA Coop fees
.gat training FlJDd. F. NroIIaD

Pt=ace C~ Yol

IOIt Credit SSEs 189 DC, 5iguat Med. ten <:red BID 12 per$:lCS 207 + be:eis
Danl1. Olan opt. training loan lnt in tnilltt.;?

aalted TA InU. vol. sen. Fn3testm1t
~ty

<DEF IfoMn ILn busn 8IIall, .ed 20? SPSand Training + AID Bus1:lJ~rt)! 30: JlCIe
nearby aed. ten <:red Fn!l: owwmlty

+ TA ClEF
Peace Corps vol

UNISA WoMD ILD busn Silall, collec- 1 busn DC Credit + TA Holland, IU - 3~

vely run 20 benefs Cbol Pt!ace Corps TOl 36 .. boe!:.e':s

Govenment Orqaniaatllons (4)

Banco -- - 0 Rural - Credit flJ!lds -- ~to

Municipal cc.aunlties being sought S5,CCO
Peace Corps 'lO1

CDI Cred 'TA Sull indus -- DC Credit - lied - - n frta naoo
5PS to lrq aaounts :r..;rov~ 1c.!!n

Chol opt. TA q'oJill". f~
La Celba

INFOP TralD1119 SIIall, lied 50 + courses All Hond. Training In Eusn tn - 7O+ox:rse:s
Fora. businesses 1,000 + busus agat , aktg Ito - 'n IJ~OO +~
fapresas 5paiD - !}.

maoo
Bum d).ag. SUU, lied 15 DC Intensive TA PYMl: - 3o-&O?

DlFOCOOP Cop de" Coop busu -- All Hond TA - coop JI9IIt Peace ~rps vol
TA - prep.
sal projs

c
I
C'.

..-;-
~~;:)
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Organization
Proqrfla Mae,

if laDy

Target group
Calero, Sllall ,

etc.)
SSE

coverage/86
Geographie
coyeraqe

Prograa FOCUS
sequence

of c:c.ponents

!eIIbersh1p
~raz1Jlate1J ~

F1md1nq S<lO%"Ce:S De<::sber/86 projectiCD$

Diag + credit ED:
+ TA

TA w/donations Genan Soc-DeDoc
party

PVOs Run by IDternat~ooal Entitles (6)

Cooperative BarrlO$ - 0
Housing Fndtn .argl~les

EEe-BeIE -- 9IIall, lied 0
industries

Fun&clon -- grass roots Not avail All
F. E2)ert orgs, coops

Partners of Trainl~q Micro 160 All Hond
the Alllericas

2 weeks in
VeI1lt

w/FEa:OVlL

CAPS
Peace Corps vol

Net avul.

~s t nllicc
t.hIu ~<!:l.ts

lIot avail.

ISO 00snJ 100
prof
~laJ

Sab.lmagrUlde I

DC, SPS,
Slquat~

Loans Saall-fisberaen 5 Aepala Credit + opt.
TA

Pueblo a
Pueblo

Rur De~

Artesan Rur faIlS 60

Sabanagrande Training

Sta Barb 50 Trg with TA
DC-S-IO

Peace Corps Vol

TniniD.q +
CI'eI3 • '!A:
for ~~4,
~<;n:Xle

'ioerJI. t...~.

g.rd.

~olidtn

Save the
tbe Children

Carp. coot'

Infomatlon
not available

6 DC Trg with TA ~!:$)lid-Q

~
I

-...I
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Target group Pr~ lOCUS !!YIbe.rsh1p

~r811 nue, (.ierti, 5Mll, SSE Geographic sequence awro%bately 1987
Orqanizatlon f any etc.) coverage/86 coverage of ee-ponents Fundinq sources ~/86 proji!ctla:l:S

PVOs Run by Hondural:l !bird Parties

INHBIER Cred •• 'fA Sllall faners 200 Foo Maraz4n 'fraininq PYME ~ bcsnI Credit-US
gIl) foraatn prof trg + n.

100 Aq crl!dit 5MU farllers 119 Slguat, Dahl1 Cr~1t. opt. see lUloTe see aOOTe 131 loa=s
Olanco TA, trg CDIIPTR

APROCAFE DherlJif. s.. coffee -- All Hond Cr~+TA~ !!eBb fees 2,000
gravers CDIIPTR coffee

growers

PVOs Run by Internaltl~&l EnUties

Meals for -- SIll f arIIer -- Olancho Cr~lt, trq, Peace Corps '101 - Motan.il.
Millions faa!lies

Partners of Rur DIN s.all f&nlers 100 sabanagrande 'frnq + cr~t AID see alxrre 1.50
the AJaericas + TA

Pueblo a Casbe1' 6 colee 60 Choluteea Trq vith TA, I1lOS - FoOl!ana AdT cx:.a Cocsol1dtJ:
Pueblo proces. plants utg assit Peace Corps vol of 6

Plan en
Honduras

GovernlleDt Orqanizal:ions

CDI P'I'R AgrODlud 44 loans All Hond. Cred + TA AID 50 loans
60 benef Lps 500,(0)

for F't"Qs

C'1
1
c::
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APPENDIX H. SCOPE OF WORK
SMALL BUSINESS BECTon REVIEW

Introduction

The Honduran small business subsector strategy review has
been conceived as an innovative effo~'t relying upon the
combined efforts of USAID Mission staff and Robert R. Nathan
Associates, Inc. consultant specialists. In cooperation with
USAID staff, and with specified analytic and written collab­
orative inputs from USAID staff members, the consultants will
be responsible for the final preparation and delivery of a
~ector strategy document which is described below.

Rationale

The consultants will describe and analyze the socio­
economic contributions of small scale enterprise (SSE):

1. Review of Literature

2. Honduran Context

Socioeconomic environment: cultural factors influencing
target beneficiaries' participation; gender issues; employ­
ment/underemployment/unemployment; income/income distribution;
urban/rural considerations major sectors of the economy/role
of small business sector wi thin larger industrial sec­
tor/contribution to exports; financial intermediation/capital
markets; and financial and economic return of small busi­
nesses. (NOTE: The economic return analysis will differ from
the financial analysis in that the former uses prices that
nTfiect 'tile opp-orwnt~y cost eo tne society of-allocating
resources for production in these ternls.)

A key objectiv& for the consultants is to determine the
relative importance of small enterprise development as a means ­
of generating new productive employment in Honduras. To this
end, the consultants will use available data to determine how
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much capital is needod to croata a new productivo job in
Honduran small ont~rpri~eg ~nd the nature of ouch jobs.

E!JlicxFramework

Tho consultants will identify policy tmd regulation
related biases which negatively affect the small businesses,
the importanco of such biases, and the benefits to nonduras of
the c.:orrection of the biases.

~rofile of the Sector

The consultants will describe and analyze general infor­
mation on the overall size of the sector, its composition, and
contribution to GOP. Subsequently, they will address issues
at the enterprise level, including:

Entry costs

Production and organization at the enterprise
level

Labor and skill level, access to training and
technical assistance

- .
• Market (domestic, Central America, export)

Competition (contraband, large industry)

Capital

Access to production inputs and other resources

_ f

The profile sEction should conclude with a summary of key
problems affecting small businesses and why resolution of
these problems is important to development of the sector.

Current Support to Small Business Sector

The consultants will survey multilateral and bilateral
donors to determine which are working with the Honduran small
" "'oft .. f"II "'.- ••'"' ~ -&...- .,.. ' ..~ A 01 "' ~ ........... w""'c: ::::rv ~ ..........- e ;jQiw • ..., ·1:' ... =1.&1_- ~ ~ -~

future.

The consultant3 will identify those institutions repre­
senting the small business community or providing a service
(e.g., credit, technical assistance) to them and describe the
benefits in working with these institutions.
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The Mission, in consulting with the team, will select n
minimum of six intQrmodillry inst.itut1"on9 workJ.ng wlth t;he
smllll buslness soctor in inoome or employment genorntion
activitios. The consultants will assoss thQ strengths and
weDknesso9 of the models or approaches being used by the
intermediaries. Factors to be reviewed includo:

.. Characteristics of the target group

Mllnllgom~nt organization and functions

Administration of credit

Technical and management assistance programs

~svel of self-SUfficiency

•

The consultants will draw conclusions on the various
approaches to small business development being employed
currently in Honduras, providing an overview of the trends,
gaps, problem areas, and successes, and compare the Honduran
models to selected experiences in other countries •

USAID!H Current Strategy in SUEPort of
the Small Business Sector

The consultants will:

1. Review in the context of Action Plan/Central
American Initi.at.i.ve goals, the effectiveness of
current Mission activities in the small nusi­
ness subsector in achieving these. The consul­
tants will look at relevant activities of the
offices dealing with smAll and micro enterprise
support projects.

2. Summarize the existing objectives and portfolio
of activities of the Mission regarding small
business development.

3. Lead a series of working sessions with Mission
Qtf;t~@t'!b_ in the fourth \!lfH~k of t'_h~;'· .,~ ~1 A

work, to jointly develop various strategy
options (including some to be presented b~

USAID staff), review and prioritize these
options, and then select the final strategy
recommendations.
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Tho consultants will:

Develop a working definition of micro and
small-scale entorprise in the Honduran context
that wi].1 serve as the basis for the strategy
to be d19ve1oped

2. Identify the mnjor contributions of micro and
small-scale enterprises to Honduras' develop-
ment .

3. Identify, analyze, and prioritize major prob­
lems confronting small enterprises in Honduras

S. Formulate key objectives of the strategy and
list the human and institutional resources
required

- I

- .
4. Specify a rationale for USAID assistance to

small enterprises

6. Elaborate strategy options or scenarios, with
pros and cons of each

7.

8.

Elaborate final strategy recommendations

Develop implementation ac~~~ns or useful next
steps to take

--.

Reports

The consultants will present the Mission a draft summary
report in-country to be discussed at an oral briefing near the
conclusion of the fifth week of field work to provide informa­
tion for the Mission FY 1989 Action Plan.

The final report, in English, prepared in the U.S., must
be submitted to USAID/H within five weeks of departure. The
report must jnclude an executive summary which. as a separate
document, wili be translated into Spanish. - -
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APPENDIX I. LIST OF CONTACTS

ANDI_.-
Dorcas de Gonzales, Executive Secretary

ANMPI--
Rafael Cruz, President
Manuel Herrera, Manager

ACCI0N/AITEC

Maria Otero, Region&l Representative

ASEPADE

Juan Ramon Martinez, Executive Director
Nora Martinez, Program Director
Marcia Garcia, Program Evaluation
Magda Lopez, Training Coordinator, CREVEM
Ingrid Portillo, CREME Coordinator
CREDISOL Coordinator

BCIE-
Carlos E. Viquez, Regional Director
Jacob van Kesteren, Chief of Honduran Unit
Lothar Nettekoven, Coordinator

CADERH

Ricardo Castillo, Director

CCIC-
Carlos Flores Inestroza, Executive Manager
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Guillermo Maradiaga Andino, Executive Director
Guillormo L. Hernandqz, Oporations Manager

CDI{PTR

Ramon Espinoza, Manager
Progr~ Planning Director
Evaluation Coordinator

CIDE-
Leony Yuway, Faculty of Business Administration

ESQUELI

John T. Gloetzner

FEHCIL-
Marlin Utrecho de Salazar, Executive Director
Miguel Mencia, Director of Training

FOPRIDEH

Ramiro Irabien, Executive Director
Jan Gibboney, Advisor

FORTIN LAGOS + ASSOCIADOS

Nery Chinchilla

FUNADEH

Roberto Membreno, Executive Director
Antonio Bogran Paredes, President, Board of Directors

GEMAH

Senior Management

.........
;rJ;n:iH-
Oscar Chicas, Director
David Befus, Business Partner

1- 2 •
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IDll-
Rodolfo Gradis, Director
Edgardo Munoz, Loan Supervisor
Hector Morono, Trainer

INCAE

Cesar Gonzalos, Executive Director
Ligia Chinchilla, Coordinator, Small Enterpriso Training

!-,;;.;.N~F..;.O_P

Rolando Aplicano, Sub-Director Ejccutivo
Manuel Guevara, Chief of Operations
Armando Enamorado, Chief of Planning Division

OEF-
Maria Atunez, Director

PADF-
Beto Brunn, Hondur~s Representative
Lewis Townsend, Vice Presidl

PARTNERS

John Chater, Project Coordinator

PEACE CORPS

Cecilia Otero, Training
Alejandro Corpeno, Small Enterprise Development

PRICE WATERHOUSE

Rene Becerra, Manager

USAID/H

John Sanbrailo, Mission Director
nenry l<eynoLas-, HRf1
Anthony. Vollbrecht, HRD
Ned Van Steenwyck, HRD
Richard Martin, HRD
Emil Falck, RD
Val de Beausset, RD
Jim Grossffi~nn, PSP

...
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Margarot Membrane, PSP
Elvia Castollanos, PBP
Jack Miller, OF
William KAschak, OF
Elisabeth Kvitashvili, DF
Luis Ampuoro, OF
Orlando Hernandez, OP
Gene Szopesy, DP
Juan Butari, EPA
Margarita de Lopez, OF
Felipe Manteiga, RO

1-4.
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Organizor:

Attendees:

CADEHSA

Lie. Migual A. Sabillon

Don Roqu~lI, Transportation/Whohu;al.er
El~y Page, B.~kQr

~mtgarita Cactellano, Money Le~der

Hugo S. Valladares, Consultant/FUNADEll
Pedro F. GanAhuati, Furnituro Manufactur~r

Juan Agustin Bosn, Elactrician
Blanca Suyapa de Sosa, Dentist
Luis Alfonso Licona, Taxi Driver
ISAbel de Membreno, Clothing Manufacturer
Trejo Auselenco, Small Store Operator

Managing Director
Treasurer and Accountant
Assistant to the Director
Board Member, Original Membership

CANADIAN EXECUTIVE SERVICE OVERSEAS

Gerald Aichroth, Volunteer Consultant, Baker

PADF-
Lewis Townsend, Vice President

DELOITTE HASKINS + SELLS

Daniel S. Coleman, Senior Manager

FIA-
Jorge Torres, Director of Technical Assistance Department
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