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I. SUMMARY 

NATIONAL DEVELCPMENT FOUNDATION OF DOMINICA 
EVALUATION 

The project which was initiated in 1982 provided grant funds to the 
NDFD to promote the development of small/micro businesses throughout 
Dominica as a means of stimulating income and employment generation and 
broadening the entrepreneurial base in Dominica. The specific objectives 
of the project are: 

1. To establish a system of credit for potentially viable small 
productive businesses which have limited or no access to assistance from 
traditional credit sources. 

2. To create a .1l0re productive and vibrant small business sector 
in Dominica. 

3. To improve the managerial and technical business skills of 
small entrepreneurial groups and individuals. 

4. To increase individual earnings and employment for marginal 
entrepreneurial groups. 

5. To encourage ana facilitate greater collaboration betv;"'en the 
more established businesses and micro businesses for expansion of the 
private sector. 

All project objectivt..': ~··-·/e been met and are noted with some 
qualifications. 

Through the project, a Revolving L03n Fund has been established 
within the commercial banks to provide capital for potentially viable 
small productive businesses which have limited or no access to assistance 
from traditional credit sources. SOme 329 loans have been made totalling 
$364,416. 

Local personnel have been trained to p~ovide advisory services and 
assist entrepreneurs in~marketing, book-keeping and small business 
management. These services have been favorably regarded by the 
recipients even though they have not consistently ~pplied lessons learnt. 

There has been stimulation of the small business sector with a 
concomitant positive impact on employment. However, the sustaining of 
business ventures is a matter to which the foundation will have to devote 
its attention in the immediare future. 

The linkages between the established businesses and the 
micro-businesses have been strengthened. The established enterprises not 
only serve as outlets for the product of micro-businesses, but also 
provide technical assistance and marketing promotion. 
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The other major findings are: 

1. The NDFD has an executive director and staff who are generally 
technically and functionally competent in the performance of their 
assignments. The major weakness is in the area of loan appraisal. 

2. There is no uniform sy£tem used by the banks for accouncing for 
irlterest on loans made from the Revolving Loan Funds. 

3. rue to difficulties in reconciEng ac::ounts with the bankers, 
the foundation established its own loan records and has assumed the 
primary loan administration role. 

4. Several of the NDF clients are either no longer in business or 
are engaged in different income earning activities to that for which the 
money was borrowed. Some of these failures were due to factors beyond 
the control of the individuals and sickness. 

5. The foundation has initiated a workshop program covering 
business operations and other identified special needs of its clients. 
The program serves to compliment the one-in-one technical assistance 
provided by the field officers. 

6. Even though the NDF ciients acknowledge that the knowledge 
acquired and assistance provided by the field officers has been valuable, 
they have not conistently applied the lessons learnt or maintained 
busines3 records. 

7. Arrears among NDFD clients run as high as 25% to 60% of 
outstandlng loans at some banks. This is partly a reflection of too 
rigid repayment schedules. However, bankers felt very few would actually 
prove to he bad. 

8. The NDF utilizes the media ext~nsively to announce its programs 
and communicate with existing and potential clients. 

9. The rapid ex~nsion of the foundations poLtfolio seems to be at 
an end. In the first six months of 1985 only 37 loans were disbursed. 
The executive director said that more loans were approved but were not 
drawn by the clients probably due to the preoccupation of the populace 
with politics during the second quarter. 

Recommendations 

1. The work responsibilities of the executive director should be 
divided allowing her to concentrate on general administration. In view 
of the weakness in the area of loan appraisal, it would seem prudent to 
segment the lOun operations as a specific job and hire an experienced 
individual to supervise those tasks while strengthening the skills of the 
field officers. 
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2. There should be a redifining of the banks' rcle limiting their 
responsibility to install~nt collection and loan portfolio reporting, 
safekeeping of security documents and conduct of credit checks. 

3. While it is generally accepted that the failure rate among 
small business is high, the NDFD should continue actions initiated to 
reduce the arrears situation and improve the quality of the portfolio. 

4. The foundation must maintain its efforts to motivate clients to 
be more businesslike. This is not an easy task but the effort should not 
be relinquished. The matter can be addressed during the workshop 
sessions. In the area of record keeping the foundation should advise all 
customers that if they do not voluntarily keep records then the 
foundation will charge them a fee for its field ufficers to so do. 

5. The foundation should tailor repayment terms to match the 
business cycles of the particular a~tivity. Particularly for agro-based 
businesses repayment schedules could require monthly interest payment3 
\oJi th semi-annual payments of pr incipal. 

6. The foundation must use its information base to develop 
profiles of successful businesses. These would serve as reference 
material when doing project appraisals. In addition, the foundation 
should collaborate with other organizations involved in project 
development and promote novel or non-traditional activities among the 
unemployed. 

7. Even though the NDFD published a three year plan at the 
beginning of 1985 setting out its plans to 1987 there is a need to review 
its goals in the light of a changing economic and operational 
environment. There are proposals by A:O to launch a comprehensive small 
business program and the foundation should gear itself to participate to 
the fullest in that program. This may requi re a modification of it3 
policies to re3pond to the demands of a wider grouping. 

8. The NDF should continue to use field officers in their current 
role but should take measures to make them more effective. Continuing 
staff upgrading should be emphasized including on the job guidance. 
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II. METHODOLOGY 

TI1e purpose of the evaluation was to examine the efficiency of NDFD 
procedures and the impact of the services being provided by the 
institution. Interview's were held with the executive director and the 
field officers as well as the bankers whose institutions are involved in 
the processing and monitoring of NDFD clients. Conclusions were also 
drawn from the comments of some clients who made up the survey sample. 
The sample was drawn principally from the same group which was used in 
the earlier evaluation. There were some omissions due to deaths, 
departure from the island and inabillty to meet others within the time 
allotted for the evaluation. Other clients were interviewed randomly in 
an attempt to maintain the same size sample. The final number was 30 
representing a smaller percentage than previously. The sample size may 
be considered small but it contained individuals from the various 
activity areas that the NDFD assisted. The questionnaire was designed to 
get the respondents views on the NDFD services as well as comments on 
their own attitudes and responsiveness to the assistance. 
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III. OPERATIONAL STRATEGY 

The composition of the NDFD membership including bankers and 
representatives of established private and public sector institutions 
inhered an operational strategy namely th0 involvement of the banks and 
the more establishE'd private sector in the development of the small 
business sub-sectoL. 

'The banh..: agreed among other things to: 

1. Establish NDFD Revolving Loan Fund and Administrative Accounts 
in the name of respective donors. 

2. Provide further scrutiny of NDFD approved applicatj,ons 
appraising them in accordance with normal banking practise and notifying 
NDFD of the result. 

3. Assist NDFD with formalizing the security documentation for 
approved loans and to retain such documentation in safekeeping on tlDFD I S 

behalf . 

4. To use its normal credi: collection facilities to ensure that 
loan repayments, including interest are made and inform NDFD on a monthly 
basis of the status of loans outstanding. 

'The participation of the banks in this way it was felt would serve 
to provide a systems approach to the processing of applications from the 
beginning of the project as well as create a psychological discipline and 
commitment to repay among the l-JDFD clientele. 

'This approach I.3.S not realized its full benefits due primarily to 
the fact that most banks have not lived up to their agreements over the 
life of th~ project. Hith the growth of the NDF loan portfolio the banks 
have not been scrucinizing NDFD applications thus surrendering the 
opportunity to favorably influence the quality of the portfolio. 
Furthermor~ the banks have not systematically pursued :he collection of 
delinquent repayments with the result that the foundation has had to 
undertake that role and the reverence power of the banks is lost. \mile 
there is justificat10n for continued involvement of the banks on the 
basis of cost, it is evident that a redefinition of the banks functions 
should be agreed upon. It seems prudent, in view of the allocation of 
responslbilities that has evolved, for the banks role to be limited to 
collection and reporting, safekeeping of security documents and conduct 
of credit checks. The NDFD would handle loan appraisal and approval, 
monitoring of payments and arrears collection. The foundation should 
take steps to hire a Loan Operations Manager in the near future and 
examine computerization of its loan portfolio. 

Notwithstanding the implementation problems of bank involvement, 
many persons who, under normal circumstances would not have been known by 
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the banking community were given access to the commercial banking 
sector. Unfortunately, the bankers s~y they do not regard the ~TIF 
clients as a source of potential business but consider their involvment 
in the program to be merely the fulfilling of a social responsibility. 
The bankers view small loans as unprofitable, requiring high levels of 
supervision and thus as a percentage uf their portfolio is kept small. 
In spite of this, some banks have provided credit to former clients of 
NDFD whose requirements exceeded the foundation's limits and experience 
with these clients to date has been favorab12. (Appendix 3). 

It is r.lY view that even though the banks currently may not regard 
NDFD clients as ~rospective customers, as the small businessperson's 
asset base incrnases with the assistance from NDFD, the bank's outlook 
will change. 

The established p~ivate sector has provided outlets for the 
products of the small businesses as well as expertise in packaging and 
production, assistance with machinery rnai'ntenance and repair, trade 
credit and regional ma~keting. Some NDrD clients have also entered into 
contracts for the supply of garments. These relationships were initiated 
in some cases and deepened through the efforts of NDFD. The foundation 
is always seeking to foster relationships between the two segments of the 
privat~ sector (established and developing). The Executive Director as a 
board member of several o:ganizations and having contacts with the 
establishment has been at the forefront of this effo~t. 
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IV. OPERAT roNAL FROCEDURES 

A. CLIENT PROCESSIN3 PROCEDURES 

Through a constant review of procedures the Foundation has in 
place systems which are adequate for providing the services which it has 
set itself to provide to its target group. The procedures are 
comprehensive but not excessive. Since the target group of the NDFD 
includes persons whose experience in business ranges from nil to several 
years the procedures must accommodate that diversity. The existing 
procedures and associated documents meet that need. The onus is on the 
NDF staff to determine how rigidly they should be applied in each case. 

The flow diagram (Appendix la) setting out the client 
processing procedures details the steps taken from the initial contact 
between the Foundation and a potential client up to loan repayment. 
There exist documentation for completion at each stage which serves as a 
basis for action at the next stage. 

On the initial visit to the Foundation's office, the individual 
is seen and interviewed by anyone of the field officers or front office 
staff at which time the walk-in questionnaire (Appendix lb) is completed 
if the proposal is thought to have potential. The questionnaires are 
then allocated to specific field officers whose schedules allow a visi~ 
within thirty days to meet the person at their place of business or 
proposed business site. This enabl~s the officer to assess the 
suitability of the place for the proposed activity. The Client's 
Progress Report Form (Appendix lc) is used to record the inital 
assessment and subsequently serves as a monitoring document ot the 
persons responsiveness to continuing counselling and technical 
assistance. For an individual going into business for the first time, 
the field officer can spend between 6-10 hours over a 2 month period 
nurturing the business approach while the individuals use their own 
resources. If progress is evident after this period, the formal 
application is completed and an appraisal report prepared for submission 
to the Loans Committee through the Executive Director. The appraisal 
report has been standar,dized as sho ... m in Appendix le. 

After an application is approved by the Credit Committee, the 
f.ile is sent to one of the cooperating banks and the applicant advised 
accordingly. The cooperating bank completes its own application form and 
carries out credit checks. The banks do not generally decline NDFD 
applicants or alter the terms agreed by the Foundation and their clients, 
but it there are any negative findings the individual is referred to NDFD 
for notification of a decision on the application. Occasionally, the 
banks may reco~end a variation in the loan term to reflect what they 
consider an affordable paymet or to coincide with the projected useful 
life of a fixed asset being purchased. 

For approved loans, part 2 of the NDF recommendation form 
(Appendjx If) is completed by the Bank and returned to NDFD along with 
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the file. The client is subsequently issued with a check by NDFD drawn 
on the Revolving Loan Fund Account at the respective banks and \.,rhen the 
check is deposited the loan is established in the banks' records. 

The time taken from initial screening to disbursement of loan 
funds can range from two weeks to an indeterminate period. Individuals 
already in business and who have been keeping records are candidates for 
a quick disbursement while persons venturing into business for the first 
time will be offered counselling and assistance with record keeping 
before even an application is taken. TIiUS factors influencing the speed 
of disbursement are the willingness of individuals to accept counselling 
and secondly their responsiveness to the assistance. Other factors 
affecting elapsed time are the quality of the NDF lean appraisals and the 
time taken by the banks to complete credit checks. 

As a de"'~lopment institution the pre-application assistance 
given by NDFD is vecj' important. It is during this time that the 
potential applicant becomes aware of \vhat is involved in tUnning a 
business and if the person begins to demonstrate a business attitude then 
there is initial justification for supporting him/her. 

The procedures allow for two interviews after the application 
is submitted one of which, the bank intervie'tl, is mandatory. The Bankers 
report there has been no unfavorable reaction to this and it should be 
used as a vital check of the information provided to the NOF particularly 
in the area of projected income and expenditure. A review of some of the 
client applications suggest that the anticipated income \vas very 
optimistic and consP.quently payment difficulties have resulted. It is 
essential to foster among the NOF clientele a sense of what is attainaole 
in the world of business and this can only be accomplished througn the 
application of NOF' s and general banking experience in assessing the 
realism of projections. This has not been happening consistently across 
the brtnks or by the individual banks. 

The procedures and associated policies are constantly subject 
to review through weekly staff meetings when feed back from the field and 
field officers observations are considered. It is through this process 
along with analysis of the loan portfolio that several policy decisions 
have been taken, e.g. 

The Foundation will not finance the construction of copra 
ovens as financing is available through a Government 
program for that purpose. 

Applications by Hucksters must be endorsed by the Hucksters 
Association. 

Utilization of Field Officers as procurement agents to 
ensure finance used for purposes requested. 

Introduction of Clients Progress Report Form to serve as a 
9uide for deliv~ry of technical assistance. 
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The foundation is considering expanding its eligibility 
criteria to allow the financing of land purchase by farmers who are 
currently involved in farming. 

B. Accounting for Loan Interest 

The NDFD is not maximizing interest income due to the 
non-application of a common system by all the banks. All the banks 
besides Royal Bank of Canada (RBC) charge interest on a compound basis 
while Royal Bank of canada charges simple interest. This situation 
should be rectiEied since the standard banking practise is to com90und 
interest and this is the method which is illustrated to the NDFD clients 
at the workshops. 

The NDFD Executive Director said that much discussion has taken 
place with all the banks on this subject but unfortunately th€re still 
exist the diversity. It appears that rather than determining from t1e 
beginning a common syste~ for use each Bank established its own making 
the determination oE interest received a ~ore onerous task than it needs 
to be. 

It is this diversity and the apparent problems which the banks 
were having in reconciling L>e accounts at the end of each month that 
forced the NDFD to establiSh its own loan ledgers. These are posted 
weeklv from duplicate bank deposit slips. At.the end of each quarter 
(the agreed time for settlement of bank's service fees) Barclays and 
Royal Bank submit returns to the foundation, but NDFD prepares interst 
received schedules Eor Sanque Francaise and National Commercial Bank and 
sends them to the respective banks for confirmation. 
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V. IMPACTS 

A. A Credit Institution 

1. Portfolio Development 

The NDFD has employed both the Guarantee Fund and the 
direct Revolving Loan Fund approaches as means of making credit available 
to small/micro businesses. The existence of this dual approach is due to 
the conditions attached to AID funding. At the beginning of 1982, AID 
provided a Grant of US$25,000 to the NDFD specifically to set up a 
Guarantee Fund and in September o~ the same year provided another grant 
with initial funding of $100,000 to establish a Revolving Lonn Fund. 

The NDFD has established itself within the community 
as an institution having the necessary financial resources and a 
willingness to respond to the needs of the small businessperson. In its 
three and a half years of operation it has approved 329 loans either 
directly or as guarantor totalHng US$354, 416 (Refer -.able 1). This was 
accomplished through NDFD's promotional efforts using the media and by 
the individual effort of staff and members of the foundation. In 
extending its program to the rural areas NDFD involved the Village 
councils which serve born as promotional vehicles and initial evaluation 
points for prospective applicants. 

~vnen one considers the target group of the NDFD this 
is a significant achievement and a testimony to their willin~ess to 
extenrl credit to the financially riskier segments of society. OVer the 
first three years the NDF portfolio expanded very rapidly but indications 
are that a peak may have been reached. The NDFD must therefore continue 
to support growth potential clients on their development path. 

TABLE 1 

JAN-JUN 
1982 1983 1984 1985 TarAL 

No. of loans Granted 49 123 120 37 329 
Value of Loans 68,236 131,519 125,673 38,988 364,416 
Number of jobs effected 155 276 233 52 

2. Portfolio Management 

In the agreement covering the administration of the 
revolving loans the commercial banks undertook to handle collections 
taking all measures necessary to collect amounts in arrears and advise 
NDFD on a monthly basis of the status of loans outstanding. While this 
occurred in the early stages of the program over time the NDFD has 
assumed the major responsibility for monitoring, supervision and 
record-keeping. NDFD is in fact currently providing its own management 

716 
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having established memo loan ledgers. These allow the Foundation to 
monitor its accounts using payment vouchers received from the banks on a 
weekly basis. The responsibilit:- for management rest with the executive 
director. She has benefitted from on-going management training in 
several areas including financial and small business management and has 
performed as ~lell as can be expected given the numerous other 
responsibilities such as personnel management and overall 
admi~istration. In the interest of improved loan portfolio management, 
loans operations should be separated from the Executive Oficer's (EO) 
responsibilities. The field officers function as monitors and collecting 
agents when necessary and have contributed to the arrears situation not 
being worse. On2 banker commented that the activities of the field 
offficers makes for a more effective monitoring system than her bank can 
provide. 

Arrearages range from 25% to 60% of loans outstanding 
at the various banks. The bank officers while acknowledging that they 
are high took solice in the fact that the debts were being serviced. 
They felt most loans would eventually be repaid. 

Delinquencies of two months or more are followed-up by 
the foundation through letters or visits from the field officers. It 
appears that if the banks were more active in this recovery effort then 
the arrears would be much lower. The one bank, Banque Francaise, which 
lends to high risk clients reported a favorable experience to date with 
ar-rears estimated at 25%. The loans officer in cOfTTlTlenting on the 
difference between the banks arrears 9Qsition and NUF's said that the 
bank monitors its own loans very closely making persqnal visits if 
necessary. 

She opined that some NDF projects were not net income 
earners even though the projections suggested so. She further said that 
repavrnents were unrealistic. Unfortunately this bank does not perform an 
evaluation of NDFD applications on recei~t and report their findings. 
Thus the benefit of their experience is 103t (see section on Operational 
Strategy) . 

One Qf the major tasks confronting the NDFD is to 
reduce the arrears and keep them at an acceptable level. The foundation 
has initiated actions to this end. An analysis of loans in the various 
activity areas is being done with a view to identifying causes for 
'souring' of loans. This exercise has already been completed for retail 
shops, huckstering and baking. One of the recommendations made which has 
general application was that written action plans aimed at problem 
solving should be prepared for any loan approaching six months'in 
arrears. If the plan fails then realization of s~curity, if any, should 
occur. 

The foundation is also using its volunteers to conduct 
case study reviews with the field officers drawing examples from among 
the delinquent customers •. This should sharpen the field officers 
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analytical skills with a resulting improvement in the quality of the 
portfolio. This skill enhancement is being buttressed by a more thorough 
appraisal process involving the preparation of cash flow, income and 
balance sheet projections. 

The foundation has reacted to the high arrears 
situation with meaningful measures. However, it must avoid adopting a 
too rigid posture which will blunt its development objective and also can 
result in cost inefficiencies. 

B. A Technical Assistance Agency 

The NDFD has been providing business advisory services as 
one of its primary functions. These services along with other technical 
assistance needs of small businesspeople are regarded by the Foundation 
as so important that it has been providing these as a prerequisite to 
making credit available. 

The delivery of technical assistance is done principally by 
the Foundation's field officers who with the exception of one, each have 
responsibility for more than 50 clients. As a consequence, their 
assistance is limited to what can be provided through periodic visits. 
The field officers stated that City clients are visited twice a month and 
rural clients once a month with the average time per visit being 30-45 
minutes. An analysis conducted by the Peace Corps volunteer indicated 
that among clients receiving loans since January 1984 for baking, 
huckstering and shopkeeping the average frequency of contact was once 
every three months. The Execut"ive Director feels that this finding is 
partially due to inaccurate record keeping by the field officers e.g. 
failure to log a visit when the person is not met at their place of 
business. Nevertheless it does raise the question of whether the field 
officers are being spread too thinly (Appendix 4). A priority action in 
addressing this matter is the hiring of more field officers. 

The nature of assistance provided by them has been 
primarily in pre start-up counselling, book-keeping, marketing and simple 
financial management. ~They are technically well equipped to provide 
assistance in those areas having received training locally and overseas. 
The clients surveyed spoke favorably about the assistance provided by the 
field officers indicating that it has given them confidence as 
businesspeople. The NDF should continue to use the field officiers in 
their current role but take measures to make them more effective. 

The NDF should seek funding to increase its field 
officers. However, in the current circumstances greater attention must 
be given to tim2 scheduling and utilization. Currently the Foundation 
prepares a monthly visiting schedule for each field officer. This 
provides the frrunework within which a more effective service can be 
provided. Rather than routinely visiting each client in a given area 
once a month, the field officers should increase the frequency of vistis 
to less experienc~d clients particularly during the period immediately 
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after disbursement of the loan. In addition they should apply a 
discerning approach when visiting rather than viewing themselves as going 
to perform a particular task and that only. There are a number of 
valuable recommendations that can be made just from observations e.g. the 
presentation of goods, the layout of the workplace, location of a sign 
etc. 

As a means of engendering this awareness the foundation is 
now using its volunteers to accompany the field officers on some of their 
visits. This arranagement can be very beneficial and should become part 
of all field officers training. 

The diversity of business activities supported by NDFD 
createa a need for specialized technical assistance which demand has been 
met in part by US and Canadian volunteers. The technical assistance 
provided by these can be described as part-time attachments in that they 
s?end a number of hours twice or more a week with individual clients. 
The recipients of this type of assistance say it is invaluable and has 
contributed to the growth of their operations. They also state that the 
assistance rendered by the NDFD over time has given them individually 
confidence as businesspeople. 

By their own admission the NDF clients are better equipped 
to carryon business as a result of the technical assistance provided by 
NDFD. However, they have not always acted in accord with what they have 
learnt and the Foundation will have to keep ~p its efforts to motivate 
its clients. The wo~ksho~s provide a fine opportunity for so doing. 

In the past six· months the FOI'.dation started a series of 
workshops dealing with the Management of Swall Business as well as 
specialized workshops for certain ~ctivity groups. The Management 
workshoDs are conducted by districts for existing and potential clients 
and includes role playing in which they participate. The field officers 
and Peace Co~s Volunteers present these workshops while exp~rienced 
local practitioners are coopted as resource personnel for the s~cialized 
\vorkshops. These workshops have provided the opportunity for the field 
officers ':0 develop their skills as trainers becQmiilg more aware of the 
psychology of clients and the need to devise approaches which will 
improve the delivery of services. The assessment of the workshops both 
bv the particioants and the presenters has been positive. The Foundation 
uses the workshops to highlight matters which from their experience the 
clients don't really get the sense of (e.g. interest charges). 

C A Development Institution 

The NDFD through I'he services already discussed have been 
directly addressing development at the micro-business level. In addition 
it has also functioned as a facilitator of government concessions to 
complement the direct assistance. The dialogue between the NDFD and 
Government, even though conducted on a case-by-case basis, has been quite 
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frequent and served to highlight the hurdles which small businesspersons 
are faced with. The opinion of the NDF Executive Director is that 
Government has been very cooperative. The principal areas in which 
co-operation has been sought and obtained are: 

(1) Exemption of duty on equipment 
(2) The granting of fiscal incentives 
(3) Imposition of tariff barriers to extra-regional trade. 

These concessions (Appendix 2) have enabled the small 
businesspeople to keep their initial outlays to a minimum and also 
develop their products using the local market as their testing ground. 
The NDFD has collaborated with other institutions both public and private 
serving the small business sector. Through quarterly meetings an attempt 
is being made to coordinate the efforts of the various organizations and 
programs. Continuing efforts should be made oy NDFD to deepen the 
working relationship with the credit union movement. The referral system 
is being used quite extensively. NDFD refers hucksters applicants who 
require very small loans to the huckster's association. Also young 
persons and individuals whose request do not fit the eligibility criteria 
are referred to governments special programs such as youth Assistance and 
Copra Revitalization. The NDF serves as a technical assistance referral 
point for other organizations. 

There is definitely an awareness among most Dominicans of 
NDFD'S role and given the high rate of unemployment in the island, 
individuals are ende3voring to gainfully employ the~selves with 
assistance from NDFD. Some 716 jobs have been effected over the life of 
the program todate. The Foundation has provided continuing ass~stance to 
promising clients. unfortunately, the market size can only support a 
certain number of tradespeople or artisans in each activity area and wnen 
this is reached, further proliferation of small ventures is counter 
productive. Therefore, the Foundation needs to develop an information 
base which would assist the field officers when conducting market 
analyses and also alleN it to focus more on potentially viable clients. 

The NDFD clientele expanded very rapidly over the first 3 
years and among thef'.e eKe a number of businesses which have progressed 
steadily and are serving as evidence of what is attainable. 
Nevertheless, the challenge facing the NDFD is to try and increase this 
number. Among the surveyed clients were several not in business or not 
in the same business as a year ago. This situation \",as particularly 
evident among the hucksters WhO claim that the fall in the value of the 
french franc made it impractical to continue trading with Martinique and 
Guadaloupe .. While they received loans for huckstering it was only a 
part-time operation and thus likely to be subject to early cessation. 
The NDFD has since modified its policy on lending to hUcksters i.n the 
light of experience. Similarly, in other activity areas bJsinesses have 
not been sustained e.g. woodworkers and loggers. 
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The competition in woodworking is very intense. One client 
of NDF who has been involved in woodwork for 10 years and now leads a 
very enterprising woodworking co-op estimates that for every 10 homes in 
Roseau there is a backyaru woodworker. Some loggers, because of poor 
maintenance of thier equipment as well as misuse have ceased to operate. 

Despite the attrition which has occurred, the business 
skills imparted by NDFD have a pctential for impacting on micro-business 
development in a way that can effect employment significantly. The 
beginnings of this type of impact is seen in the movement of NDFD clients 
from sole proprietorships to become leaders of cooperatives. The Home 
Industries Co-op with a membership of 16 is now managed by arl ~DFD client 
and another client from the Carib Reserve has recently converte~ his 
business into) cooperative with a membership of ten. 
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VI. FINANCIAL PERFORMANCE 

A. Analysis of Audited Statements 

The NDF revenue over the three year period for which audited 
accounts are available has fluctuated as shown in Table 2. Revenue 
grants have been declining while income from interest on loans and other 
sources has been increasing. The contribution to re'/enue made by loan 
interest rose from 13% in 1983 to 32% in 1984. This has resulted from a 
1% increase annually over the past three years in the lending rate 
occasioned by a similar movement in the Banks' prime rate; the NDF's 
policy beil1g to lend at 1% above prime. However the expenses have also 
~een increasinq in such a manner that the income cover has fallen from 
157% to 62% over the period. 

Expenditures have increased annually primarily due to an increase 
in salaries. (Refer Table 2). Also significant were The two non-cash 
items "Provision for loan losses" and "oepreciacion" which represented 
18% and 19% respectively of charges against income in 1983 and 1984. If 
the non-cash items are eliminated from the expenditure comput3tion then 
the income cover improves to 89% and 74% in 1983 and 1984 respectively. 

It is evident that tr:e Foundation will be dependent on revenue 
grants for some time yet. 

Income 

Total 
Loan Interest 
Revenue Grant 

Exoenditure . 

Total 
Staff costs 
Bank charges & fees 

1982 

136,667 

129,375 

87,162 
15,661 
1,728 

B. Viability of the NDF 

Table 2 
(In E.C $) 

1983 

174,3,5 
22,955 

127,661 

227,873 
141,848 

6,163 

1984 

148,891 
46,901 
74,769 

239,025 
122,334 
12,079 

The NOF, recognizing that external assistance is not unlimited 
examined this issue and actually formulated a plan which projected 
viability by 1987. Th~ basic proposal is for NDF to assume control of 
loan administration independent of the banks thereby retaining the 3% 
administration fee which is currently being paid to the banks. This is 
not recommended as the cost of independently administerinq the portfol~o 
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would greatly exceed the service fees paid to the banks. The NDF also 
proposed :0 annually increase the lending rates by 1% to a maximum of 13 
1/2% and institute a fee for providing technical assistance to 
non-borrowing clients. 

Even with this approach, viability is still not likely 3ince 
there is a certain minimum portfolio size that is required. Mr. Moreau 
in the earlier evaluation attempted to derive the necessary 3ize for 
break even. His exercise should be seen as illustrative of the magnicude 
required rather than an attempt to arrive at a precise figure. A 
practical approach to self-financing is to limit costs while expanding 
income generation. The foundation has accepted this pr)~ition and is 
striving foremost to cover its general overhead costs ex~lusive of 
training and technical assistance. It is hoped that donor assistance can 
be attracted to cover technical assistance and training. 

There is scope for increasing the Foudations' income by having 
Revolving Loan Funds fully loaned and charging fees for specific services 
rendered to clients. The majorlty of clients interviewed said they would 
be willing to pay for NDF services if the charges are not too great and 
if they could afford tnem. The Foundation may thus wdnt to relate the 
charge to the expected gain/saving by taking a percentage of the benefit 
resulting from the service provided. 

\~ile the NDF should strive to maintain a fully loaned 
position, prudence will have to be exercised in approving loans. It is 
already apparent from the high incidence of arrears that the market 
equilibrium point has been reached in several of the activity areas for 
which the fuundation is lending and it looks like a peak has been reached 
(even if temporarily) for the number of loans which the foundation can 
make under its existing eligibility criteria. It seems therefore that 
the foundation will have to rely considerably on repeat business to keep 
its portfolio at the present level. This is already in evidence as there 
were 17 repeat loans and extensions granted in the first six months of 
1985 to 20 new loans. 

The actions taken by the foundation in response to the current 
state of the portfolio,~while appropriate, will further reduce the number 
of loans outstanding with a resulting decline in revenue. Compensatory 
action which the foundation might consider is expanding the loan limit to 
EC$25,000 or even EC$30,000. The Foundation reports it has had request 
for assistance in that range which from a cursory review seemed bankable 
and were referreed to the banks. 
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VII. GENERAL CONSIDERATIONS 

A. Interest Rates and Demand for Loans 

~vithout a variable rate structure it is difficult to make a 
dogmatic statement on the impact of interest rate variations on the 
demand for loans. The NDF uses a uniform rate for all its loans and the 
Banks are not in competition with NDFD. Based on the comments of som2 
clients d~d commercial bankers a conclusion has been drawn. 

There is a bias on the part of commercial bankers to keep the 
rates to sm~ll business around the level currently charged (12 1/2%) by 
NDFD as further increases are likely to produce failures. The bankers 
report that there has been no complaint by NDF clients to the rate 
charged, yet in field interviews some persons made the comment that 
interest is high. It appears that some clients being overly anxious to 
get the money don't think about interest until after payments commenC2 
~nd they find that their indebtedness has not redu~ed by the amount which 
they paid in. 

In spite of these comments it appears that the rate charged 
does not have ~n adverse effect on the demand for loans. OVer the past 
two years, 1983 and 1ge4 the number of loans granted were approximatey 
the same even though the number of applications in 1984 were almost half 
that of 1983. The variation in the number of applications is due to the 
fact that the NDF has set up procedures to eliminate the submission of 
unsupportable applications. The increasing incidence of repeat loans 
would suggest that demand has not been affected by the rise in the 
interest rate. 

B. Revolving Lo~n Fund vs Guarantee Fund 

As stated earlier the use of these two approaches for 
delivering financial assistance is not the result of a decision taken by 
NDFD but rather a direct result of AID funding terms. While the 
circumstances existing at the time of granting the monies may have 
dictated a desirability for a particular approach, it limits ones 
assessment of the effectiveness to quantitative measurement. A more 
appr09riate analysis of this issue would include a look at the demand for 
the alternate approaches. 

The Dominica experience does not provide any conclusive answers 
on effectiveness but indicates that there are other factors beyond the 
theoretical rationale which do influence the use of either one or other 
of the mechanisms. t10st significant in Dominica has been the attitudes 
of the banks and legal constraints. There is no preference expressed by 
the bankers as to use of a guarantee fund or a revolving loan fund. 
However, the reality is that all the com~rcial banks with the exception 
of Barclays Bank participate in the Revolving Fund Program only. 
Barclays Bank has three NDFD guaranteed loan on its books. 
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The AID Bank which is the principal user of the Guarantee FUnd 
having about 13 loans outstanding on its books is only such because its 
charter precludes it from paying interest. Hence it cannot partj.cipate 
in the Revolving Loan Program as it is presently structured. 

The current situation is that the NDFD lends its own ITDnies 
through the commercial t~nks and guarantees loans through the AID bank. 
This is expected to remain so unitl the guarantee fund comes to an end in 
1986. Viability considerations for NDFD also affects the relative use of 
the alternate approaches. The NOF currently gets 6-6 1/2 % on its 
deposits with the National Commercial Bank. Thus the difference in 
spread between the guarantee approach and the revolving fund is 3%. 

In ~urely quantitative tenns the Revolving Loan Fund would have 
to be considered as a more effective delivery system than the Guarantee 
Fund. 

The conclusion which falls out of the Dominica experience is 
that rather than earmark resources by FUnd, the funds should be made 
available to the institution allowing it to employ which-ever approach is 
more expedient given the prevailing circumstances. 
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APPENDIX 2 

BENEFICIARIES GOVERNMENT CONCESSIONS 

Candle Makers Co-op a. 10 year duty free importation of materials and 

society equipment 

b. Unofficial ban on importation of candles 

Moreau's Enterprises Duty free importation of equipment and raw 

materials 

Richard Charles Duty free importation of equipment and raw 

materials 

August John Duty free importation of machinery 

Paul Joseph & Co. Ltd. a. Waiver of consumption tax for one year-Aug. 82 

b. Duty free importation of equipment, venicles 

and materials 

c. Income tax exemptions 

d. Consumption tax ex~mption for 2 years - Feb. 85 

e. Supplies control order - Aug. 1985 

Hyram Labad OUty free importation of equipment 

Cyril Roger Duty free importation of equipment 

")11 ) 
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APPEXDIX 3 

GRADUATES BANKERS 

1. Candle Industries Co.op AID Bank 

2. Paul Joseph & Co. Ltd. AID Bank 

3. Merril Wallace AID Bank 

4. Moreau Enterprises AID Bank 



-22-

APPENDIX 4 

ILLUSTRATIVE OPTIMUM FIELD WORKER/CLIENT RATIO 

Assumption 1: 21 work days a mont.h 

Burnber of hours available for counselling and/or other technical 
assistance are: 

TOtal number of hours 168 
LUnch breaks 21 
Transit time 20 
Interviewing and project development 56 

tlet hours available IT 

Assumption 2: Average counselling/TA visit last 1 hours 

Total visits which can be made during the month are 71 

Ideally new clients should be visited four times a montn and others 
twice. Assuming four new clients, an optimum number of clients/field 
officer is about 32. 



SCOPE OF \'IORK FOR 
NATIONAL DEVELOPMENT FOUNDATION OF DOMINICA EVALUATIOI~ 

OBJECTIVE 

The evaluation should examine the effectiveness of NDFD as an 

instrument for stimulating and facilitating micro-business development 

through the provision of credit, counselling services, and technical 

assistance. 

TASKS 

TIle contractor will be required to: 

1. Assess the extent to \vhich tile operational procedures of NDFD are 

functional, timely and efficient. 

2. Assess the effectiveness of the operational strategy employed by 

NDFD in welding the private sector together (large and small) and 

in creating a responsiveness among the traditional intermediarIes 

to the needs of micro-business. 

3. Determine the impac t which the technical assistance provided by 

NDFD has had upon small businesses. 

4. Determine the extent to \>lhicrt the NDFD operations has fostered 

business development at the micro-business level. 

,t . I 
/" 
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S. Assess the effectiveness of NDFD as a vehicle for charmelling 

credit to micro-business. In this regard the contractor is 

expected to review the operation of the "Guarantee Fund" and the 

L03Il Fund" and comment on the effecti veness of tHe Fund for 

delivering credit to micro-businesses. 

6. Examine the financial performance of the NDFD with a view to 

recommending approaches to viability. The contractor is expected 

to nate the impact of interest rate variations on the demand for 

credi t and make reconunendations to cope with any negati ve impacts. 

7. Make recommendations for improvin~ t:1e general effectiveness and 

succes s of NDFD. 


