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ssion for having assigned Lars Klassen to assist

i
me. Lars has mpressed me in & runber of vays. He has shown arn insight

Inte ihe seoler probliens ol pussLsilivios that would Lo oa credit o oL oDlios
senior cfiicer. He has handied hinself well in dealing with tht Hoacuran
officials, with vwhenm he chviougly has esteblished an easy repport. s

o was most effective in taking care of all administrative arrangenents,

,%{ so that it was unncessary for me to spend any time on such matiers. Lars

gives every indication of being presently suited for & more senior a,s;gmﬁ
¢ and of having the capacity to go far in the Agency.
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AGRICULTURE SECTOR PROGRAM

Introduction

This prorean provides $12 million in loan-financed assistance, plus
some small amcunts in grant funds, for the GOH in eight separate Dbut
related fields of activity: a model agrarian fund to test the efficacy
of farm management planning, including an intercediate level of
agriculture technology, in furthering the government's asentamiento
or land secttlement program; a mechanism to provide financial and
technical assistance or the devalopment of agriculture cooperatives
improval cocrdination manajenent, plazaing, and evaluvation in the agr
culture sector; sectoral manpower training; technical assistance and
vehicles for the G{H extension service; a vehicle maintenauce program;
an improved seed systen; end an actcess roads program.
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The report deals with the first four of the above listed program
activities. It assesses the extent to which stated objectives were
achieved, cspecially in terns of those wheon thy progran was Intended
to help, and considers the impact on the target beneficiaries, and
the appropriateness of the target group selected.

Summapy

Of the 70 asentemicentos for which firnancing through the model agrarian
fund was scheduled by December, 1978, financing has heen apprsved
for <4, in an amount cguivalent to $1.5 millicn, with plans for an

addivionzYy Y7 oooneed oither rovision or aonrovael.
The first NW plans t henelfit 1,576 familioes.

The 24 plens now elng lies. o

of $6.3 million in A 2

this activiy nd was
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of a cooper . nt ané inancing
agrxcultural cooperatives. ludcd in the loan

for this functio~ are not
is not being fulfilled.

The cooperative window is charged with the responsibility of adminis-
tering both the model agrarian fund and two other funds for financing
agrlcultuwaﬁ caovevallvef. The term coonc"atxve window, however,
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Afines.

While the personnel assigned to the cooperative window has increased
during the pericd of loan operations, the cooperative window remains
without autipvity to determine policy with regard to loans to a&gri-
cultural cooperatives, to approve such loans, or even to expedite their
processing at the RIF.

Of the combined total of $3.5 million in A.I.D. and GOH funds allocated
for this activity, . shoru-term financing has been provided in

an amount eguivalent to $31% thousand o only one cooperative orga-
nization. That 1loan was subject to stiff collateral recuiremeats.
That loan is benefiting a total of 380 families. The chief of the
Seccién de Servicios a Cooperativas y Organizaciones Afines -serted
flatly that BNF menragement, with the exception of the Bank'' president,
is "not interested” in lending to cooperatives. Under tha recommenda-
tions of the .eport on the BNF prepared by the Servicios Técnicos del
Caribe the authority of the cooperative window would not be strengthened.
Apart from the model agrarizn fund, nearly $1%9 million is available
for credit for agricultural coopevativesin A.l.D. and GOH funds from
the agriculture sector lcan and from two subsequent loans. These
funds, under administration of the cooperative window, are not being
used.

Limited senpling rade )"":m: this study indicates that the target
aimed at by the model agrarian fund and the agricultural cooperativ
funds include those who are literally the poorest of the rural pcor

in Honduras. The problem lies not in the appropriateness of the

targe” grouns hut in the snmall, almost Insipgnificant, size of the
targets presently being reached. A judgznent as to targetv accomplishment
should awaic Furiher progwyim implementaticn, because, If farn

management planning can ke successiully adopted in Honduras, the size
of the targers now being reached could be magnified many times.
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Some notable progress has been made in the area of pl_anning in the
agriculture sector, particularly with regard to the uFe&E_uW of &
statistics and analysis facility. Delays in loan implementation,
however, have neznt the ceferment of many of the studics, and all of
the evaluation, called for in the loan apreezent. The Mission is

endeavoring to help the GOH make some progress in untangling the
existing web of sector coordination.

Funds earmarked for the training component of the sector loan program
have been all obligated to provide training for a total of 1%
participants in Latin America, outside of Honduras, and in the United
States, and additional training has been or is being ovrovided to

P

85 participanis in ilonduras. The ccrrposponding program goals ware
100 participants to be trained abroad, and 83 ;artlcipants te receivs
training in lionduras.
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Participants were programmed without reference to any study of manpowar

requirements -in the agriculture sector. Thus, there is no way of '
determining whether the available funds have been used for the highest
pricrities of training in this sector. ‘he B0H has now begun to give

its attention’ to an analysis of manpower requirements in the agricul-

ture sector with a view toward establishing priorities for future

training.

BNF
CAR
CARA
coco

COHBANA
COHDEFOR
CONSUPLAINE
CPA
DIFICOUP
FACACH

 GOH
IHCAFE
INA
oPS

Explanatisn of Organizational Symbols

National Dewvelopment Bank
Regional Agriculture Committee
Regional Agriculture Advisory Committee

Inter-Agency Coordinating Committee for the
Execution of Development Plans in the Agriculture
Sector

Honduran Banainia Corporation

Honduran Forestry Development Corporaticn
Superior Council for Economic Planning
Agricuvlture Pclicy Committee

Directorate of Cooperative Development

Honduran Federation of Cooperative Savings
and Loan Asscciations.

Government of ionduras
Honduran Coffee Institute
Hational Agrerian Institute

Office of Sector Planning




MODEL AGRARIAN FUND

This .program provides financing for a total of 40 asentamientos

to be established as & first stage. Those were to benefit a total
of 1,576 families. An additional 30 asentamientos were to be
established by calendar year 1378.

For this activity ‘he loan agreement as amended earmarked a total of
$3.8 million in A.l1.D. funds and the equivalent of $2.5 million in
GOl contributions.

As of the present date Financing has been approved for a total of
24 asentamiento. benefitving 5885 families, according to the follow-
ing details:

(Amounts shown in thousands of Lempiras)

No. of Amount Total Manzanas “L7an Funds
Designation Groups Authorized UHembers Per lember Per Member
Choluteca 11 1,592 282 9.4 5.6 1/
Juticalpa 8 800 208 7.4 3.8
Tela ftléntida 5 634 a8 7.3 6.5 1/
TOTALS 24 3,026 588
Short Ter:m Craci Long Term Credit
(Unp te 18 » rt‘ (Fiva to Soven wears) TOTALS
Choluteca 1,069 523 1,592
Juticalpa 522 278 800
Tela Atlantida 220 yiy 634
TOTALS 1,811 1,215 3,026

1/ The greater amounts of funds to be loaned per member reflect
larger capital investments in the Choluteca and Tela Atléntida

groups.




Authorized Use of Sub-Loans

Crpp'Producficn

Cotton L. 701

fiice Ly

Corn 390

Sugar 156

Melon i23

Other Fruits & Vegetables 80

Platano 79

Cacao 42

Sorghum 40 L. 2,018

Farm Improvements, Machinery &

Farm Animals 1,908

TOTAL L. 3,026

In addition to the sector program funds approved for financing the
above asentamientos, the BNF has agresd to refinance old debts
amounting to L.234,000, so that the total debt burden for these
groups is L.3,260,000.

Farm management plans for another nine asentamientos are currently.
being revised. Eight additiomnal plans are in process of approval
and 41 other asentamientos have been pre-sclected, pending further
review and prenaration of Farm manarement plans.

it will be oLserved that more than LI percent of the value of produztinn
sub-loans that have been authorized will ke used for the production

of cotton end sugar. According to the provisions of tha lcan agree-
ment, cotton and sugar are anong the crops for which A.T.D. funds

are not to te used, financing of such crops being attributed to GCH
contributions to the program.

As of August 31, 1977, the most recent date for which information
is available, combined A.I.D. and COH expenditures for the model

agrarian fund activity totaled the equivalent of $479 thousand.

Model Agrarian Fund in Operation

What appears to be a representative sample of the model agrarian
fund in operation is provided by the Cooperativa Agropecuaria 19 de
Julio, situated near Honjards in the vicinity of Choluteca. The

19 de Julio cocperetive was organized In 1973, shnortly after the
issuance of Degree lo. 8, which provided for emergency land reform.
The cooperative was given 130 manzanas of expropriated land. It
has a present mendership of 21.




The lean to the 19 de Julio cooperative is in the amount of
L.123,3453 at .a rate of interest of 11 percent annually. Of this
amount L.61,183 is a short term credit for financimg the produc-
tion of sugar cane and melons, and L.42,160 is a long term credit
for financing farm improvements.

The president of the cooperative is Lauriano Aguilar, a wiry,
slightly built mzn in his late thirties, the father of eipht
children. Prior to joing the cooperative he worked as a farm
laborer. He estimates that in good years the total cash income of
his family could have amounted to as much as L.500. He lives in

a one room house with dry nud walls and a dirt floor.

The 19 de Julio cooperative received financing from the BNF for
both 1974 and 1975. In those years the cooperative raised corn,
rice and melons. Howsver, flcads washed out the 1975 crop leaving
the cooperative unable to repay its production cradit to the BY
said to have amounted to L.144,000. As a result., the c.operative
received no financing for the 1976 crop year. To earn their living
the cooperative menmbers resorted to subsistence farming and oc-
casional work as farm laborers.

The creation of the AlD-financed model egrarian fund smean* another
chance for Aguilar and his asscciates. Extension agents from the
BNF and MR and & reureseutat've of INA, workiny with Aguilar and
his grour, preparad & ~lan for the 1077 crep vear co that the co-
overative could be included in this year's financing through that
fund.

The basis of the plan Is a 37 rage questisnnaire which comes in two
parts. The first, or amalytical par:, constitutes a detailed in-
ventory of the various factors of producticn, including labor
supply, and informaticn as to the acidal and potential use of the
land. The second part of the questionnaire is a five year produc-
tion plan, including, amons other thinrs, the cuantities of such
commedities as Seeds and fertilizers necded by crop to fulfill the

3
plan, labor, machipnery, and animal requ1rnmenlﬂ, and an investimant
plan.

The planners reccmmended to tha 19 de Julio ccoperative that tho

rice and corn crops be replaced with sugar cane, and tihat melon
production be resumed. The ccoperative accepted the recommendaticn,
and received a simplified statement showing how uch money the Bl
would if¢ud Iir caci Crop ao welli s for the fzvm ioprevenents. The
statement also provides a breakdown of the amounts to be loaned

for ecach farming operation (e.g. land preparation, seeding, fertiliz-
ing, etc.), and the month when each such operation is scheduled to
take place.
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The loan funds are disbursed as each'separate phase of “the production
plan is fulfilled., MHany of the ¢costs of goods or services are paid
by the BINF directly to the suppliers. As each phase of the production
plan is completed to the satisrfaction of the BiI and MNR extension
agents, the amount that is due to- the cooperative members is paid in
cash by BIF jointly to Aguilar as president, and to the cooperative
treasurer. This amount is distributed among the members according

to the amount of time each mwember contributed to the farm work. This
procedure is repeated for each stage of production. There appears to
be arple supervision by the extension agents, who are said to visit
the cooperative from four to six times per month.

When the cooperative's crops are sold, with BNF help, the first call
on the proceeds will be to repay the crop loan. Whatever surplus
funds remain would normally be distributed among the members in
proportion to the total time each member has worked in the produc-
tion and harvesting of the cooperative's crops.

Aguilar expects to earn about L.1,000 this year from his work toward
producing and harvesting sugar cane and melons. Primarily because

of the sugar cane crop, this year's total farm production is

expected to be quite profitable. HNevertheless, no surplus funds

will be available for distribution to the cooperative members th.s

year in vicw of the unpaid debdt to the BNE golng back to the dizastrous
1975 crop year.

The above procedure differs somewhat from the BNF financing of
apricultural rrours not inciuded in the medeld azrarian fund. Cne
important distinc i ] ¢ not related to the model

T up
agrarian rund is tLET thele iz no eflort 3T anilysizc or farm nanare-
ment planning (o determine the most efficient use of available land anc
Yabeor, Inzvenl, Invesumsnt plans ore rady fer the financinrs of
specific crops.  Ancther distinction is that for nen-medel agrarian
fund grourz the investment plans are not deveioped oy an inter-
agency comiviitee, but by individual cxtension egents in collaioraticn

with the group members. & third difference is that while disburse-
ment of PNT funds is made pari sassawith the fulfillment of the
phases of the investmant plans, tne supsrviscry control by Bl end
HMNR extension agents is said not "o be aearly as rigorous in the
case of groups not included in the model agrarian fund.

Program Delavs

(a) Backeround - The A.I.D. loan shculd be viewed as support for
a Honcuran rvigeice 10 ihe age-old Eondlurzn problen of agrarizy roform.
In December 1972, faced with pressure from the National Association
of Peasants of tonduras a*d from the National Peasants Union, the
Honduran government was overthrown. The new government issued the



above referred to emergency Decree No. 8 which established the
asentamientos or settlements of landless campesino families on
unused or underused government ur private land.

By the time the loan paper was prepared in June, 1974 nearly 1,600
families had been settled by the GOH on a total of 373 =sentamien-

tos. The asentamiento movement has continued to grow until there

are now reported to be more than 900 of these settlements provid-

ing land and jobs for some 32,000 families. %he significance of

these numbers is indicated by the 1974 agricultural census accord-

ing to which, at that time, the Honduran rural population consisted

of 3£9,000 families, of which 35 percent or l)l 000 families had no access
whatsoever to the land

The asentamientos to be financed under the A.I.D.-financed progiam
were carefully selected after planning, involving among other things,
the availability of resources, such as soil ¢uality, water, and
available labor supply in the settled families. As a condition
prec.dent to the signing of the loan, the GOH passed an agrarian
reform law which replaced Degree No. 8, and made it possible for

the asentamientos to acquire legal titles to their properties. The
A.I.D. loan was signed in December, 1974,

In 1975, before the A.I.D.-financed asentamientos could get started,

a political upheavel in the GOH resul<ed in a change of administra-
tion in INA, the &gency directly responsible insr organizing the
asentamientos.  The new :UA ; I rerudiated a prior understand-
ing which t.ad been reached w .I1.D. on th2 selection of the
asentamientcs in the A.I.0. am, ana inciszed onm new criteria,

vhich A.I.D. considered unsound. A.I.D.'s lnabllltj Lo accent the

new criteria l¢d 1o the dorr ooy of nedel agrrrian fund. The emergency
credit funds available under the A.LLD. rural reconstructicn and recovery
Joan in reszonse to Hurricarne Fi« are said :o have relieved GOH
officials of the pressures tna nt have encouraged inen tc seek

an earlier agreement with A.I.D. on asentaniento selection.
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In any event, further changes in the INA administraticn occured in
March, 1976, resulting in an asentamiento prograw with which A.I1.D.
could agreze.

(b) GOH Cagacitv for Farm Manapement Plannine - A basic purposs
of the model agrarian furd was to demonstrate how the new farm groups
that are being developed could be turned into viable commercial ventures,
instead of following traditional pdatterns of subsistence farming or
low productivity siugie Crep produciion ia which best gluernative Ifarm
plans are not considered. The A.I.D.-sponsored planning involves an
interrediate level of agricultural technology, including improved seeds,
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fertilizers, pesticides, and similar chemical products.

Generally irn Henduras there had been no effort to plan a farm
business as a whole, taking into account such factors as

climate, rainfall, soil, labor- supply, available machinery,
financial resources, and markets, s¢ as to determine what kind of
production will make the most efficient use of the land and labor.

b
i

" Unfortunately, without extensive outside technical assistance,

the GOH experienced great difficulties in introducing this type of

planning. These prcblems led to additional project delays.

Finally, by Harch 1977, with A.I.D. assistance, extension agents of

the BNF and MNR assisted by IMNA agents, and, working with the cam-

pesinos in the selected groups, produced acceptable plans for the 24
"asertiaientos mentioned above.

The Missicn earlier this year took what appear to be effective
measures to improve the GOH capability at farm management planning.
Pursuant to the small farmer technologies loan, which was authorized
in December, 1976, a 12 man group of management planning advisors

was established within the MNR. Additional cbjectives of that loan
include training and research related to farm management planning,
and additional credit for the asentamientos.

The farm manacement nlannine croun is nroceding to establish regioral
planning grcups composed of representatives of INA, BNF and MHNR.

Six of such groups have recently been formed, each group selecting
its own cocreinator, eud each group being -esponsible for heiping

to develcep the plans of cix asentamientes. The members of eann group
report to their respective agencies.

The goal of the central farm management plannjiug group is to establish
15 regicnal farm managemcni planning groups by June, 1978, and 75

by June, 1%£0. This appears 1o b2 a considerable task in view of

the training to be required for the regional groups.

The plan is for each regiconal group, working under th» supervision

and guidance of the technicians in the central group, .. assist the
campesinos in the preparation of farm management plans, to review,

and, if appropriate, to approve such plans to be used as documenta-
tion to support the asentami:ntos' applications for credit from the
BHF.

For the time being it appears that it will be incumbent upon the
regicnal) planniig grcups to draft the plans, although it is planned
that eventually at least the better organized asentamientos will be
able to draft their own plans.




The campesinos do not necessarily have to follew the advice of the
regional planning groups in order o obtain BNF credits. For
cxample, *lo rembers of an asentamiento cculd view a suggestion
for the cultlivaticn of a new crop as too risky. In such a case
the BNF would still provide credit, provided that the campesinos’
alternative plans appear feasible in the view of the regional farm
planning advisory group. Extension agents of the BNF and !NR ar2
available to help the campesinos to carry out the approved plans.

The central farm planning management group is attempting to fulfill
the goal of 250 asentamiento plans by June, 1980, as stated in the
capital assistance paper for the small farmers technology loan.

In addition, there are expected to be completel the remaining .6

of the 70 farm-management plans scheduled under the agriculture

sector loan. This adds to be a total of 320 farm management plans,

an impressive goal when considered in the light of the total of some
900 asentamientos now reported to have been establiished. In addition,
by June 1980, there are expected to have been prepared a total of

150 additional farm management plans for indivicdual farm families.

Considering the problems in assembling 75 regional planning groups
recruited from three separate Honduran agencies, in providing
training and supervision for those group., and in view of the
problems in coordinating the po.icies of 1IN4,bIF and IR at Loth
the national and regional levels, the goal of 320 group plans and
150 individual family plans could prove tc be formidable, although
successful results from the farm managempnt plans should doubtless
lead to scue replicaticn on neariy Lsentamientes and small
individual farms having similar factor sandewments.

There would appear to be a unigue opportunity in Honduras to come

to grips with agrarian reform, in view of the action already taken
by the jovernment to meve masses of landless rural pesple o group
farms, in view of the actiwve ccncerns shown by the government in
such areas as agricultural credit, extension, and education, and

in tackling the problems of coordination in this sector. If the
concept of Iarm manageicnt planning can be successfully adopted in
Honduras, the model agrarian fund will have made a major coniribu-
tion. The time frame in which program objectives were scheduled

to be accomplished may require re-cxamination. It is noted that the
evaluation called for in the loan agreement will provide a cumparison
fo the resulits obtained torcugh the model agrarian fund with those
obtained in a non-participating control group.

It will be recalled that in accordance with Secticn 102(d) of the
FAA one of tne five high priorities or concern to A.I.D. is that
of increasing productivity on small farms. It would be difficult
to coicecive of an activity designed more directly to achieve this
purpose.
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(c) Banco Nacional de Fomento - ~ Another reason for the delay
in loan implementation may be round in the lending poliacies of
the ENF, vhich administers the model agrarian fund, as well as the
small farmer cooperative production credit fund and the small farmer
cooperative capital development fund. The latter two funds are
discussed in the next section of this repori.

The BNF has administered a special lending program authorized in
1975 for asentamientos under the provisions of Decree No. 8.
Funds for that »rogram were to be provided by iNA and BUIF. Ac-
cording to the August, 1977 report on BNF by Servicios Técnicos
del Caribe, that program was suspended in 1976 because of the
failure of INA to continue its financial support.

In connection with the negotiations for the agriculture sector
loan, the Mission sugpgested that the administration of BNF funds
for the asentamientos and other types of agricultural cooperctives
become known as the cooperative window, and an amount of $744,000
was transferred to the Bank from another A.l1.D. loan for this
purpose. However, this terminology never caught on at BNF, which
has proceeded to call the administration of its agricultural co-
operative lending activities the Seccidén de Servicios a Coopera-
tivas y Organizaciones Afines.

The loan paper for the agriculture sector loan described the
lending policies of the BNF in these terms:

)

"BNF {5 conside lace an over-conhisis on the
financing cf &nnual crops to be secured by harvests
awdill A iongor term capital

and lergely umwillin
needed for the improvement of
a
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more profitable rarm activities. LA officials wusert
that this defezis the chijective of bhringing cooperatives
to the point of firancial self-sufficiency so that they
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could operate with consid:s
production credit."

According to the chief of the Seccidén de Servicios a lUocoperativas y
Organizaciones Afines, the above quotation still pretty much
reflects the attitude of BNF managerszat, except that he goes
further, flatly stating that, with the exception of the Bank's
president, IENr managonent is "not Interested" inm making loans

to cooperatives.

The Assistant Manarer of FACACH attributes the probiem in the
lending policies of tne BHF to the Bank's midéle manapgerment group
who are said to feel no urgency in approving lcans to small
farmers, the resulting delays causing the horrowers to miss the
opportune time to commence crop production activities. As a



result, it was said, loans to small farmers frequently wind up
being used for purposes crher than crop producticn.

The Seccibén de Servicios a Cooperativas y Organizaciones Afines

has the organizational status of a section at the BNF instead

of the more senior status of a division. The $eccibn lacks

authority to determiue BNF policy respecting loans to cooperatives

or similar organizations, to authorize such loans, or even to expedite
their processing when such ioans are under consideration. PFolicies
pertaining to cocperative lending and the processing and approvals nf
loans to cooperatives are under the jurisdiction of the other depart-
ments of the BIlil'.

An illustration of the BNF attitude toward lending to cocoperatives

is provided by a lcan that was made to FACACE which is discussed in

greater detail in the following section dealing with the small

farmer cooperative production and the capital development funds. A“

the time of this inquiry the FACACH loan was said to be the sole loan
made by BNF from those two funds.

BIF demanded ardobtained collateral worth more than twice *“he value
of the FACACH loan, including a nmortrage on FACACH real estate

. . P N o S R . Ve e vt PP SO
and a guarantes Irom a U.5. affiliate, the Inter-american Poundation,

The loan o FACACH, which was made in December 1976, is almost entirely
a short term credit which the borrower would like to rollover in

order to provide additionni corop pyvoduatd
BHF indicated reluctance 1o approve an
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the borrower for an extension of time i
repay the lcan when due. In coennection wi
short teri crelit, FTACACH =1 :
amount of L.123 miliion., A&F
to this application by informin
will be required, including
BNF is to give further censiderstion 1o the anpli
long term loan.
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Perhaps the ultra-conservative lending policies of the BNF stenm
from the fact that as d Zecember 31, 1976, the Bank's portfolio of
loans to 32 agricuitural ccopsratives and similar orgenizations,
largely GOH financed, hzd a delinquency ratio of approximately 37
percent. levertheless, the kind of lending criteria exemplified
by the rACACH lcan would not appear consistent with the objectives
of the program peing rinanced under the agriculiural sector loan.
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In addition to the above referred to amount of $6.3 million in

A.I.D. and G funds earmarked for the model agrarisn fund

under the agriculture sector loan, a total of §lu.-2 million yas

bean regerved Jor zimilar lending operationg by tue cooperative

window nnder the second rural reccnstruction and recovery loan and

the small farmer technologius loan. The culy disbursesent ‘rom these
funds to date hava been the zum equivalest to 5479 wentioned above

in connection with the agriculture sector loan. The Jeccidn de Ser-
vicios a Cooperativas y Orranizaciones Afines administers an additional
$3.5 million earmarked in the egriculture sector loan for tihe smwall

farmer cooperative production cradit and the cavitzl developrent funds.

The above referrcd to report of Servicies Técnicus del Caribe on the
BNF calls for a revised cradit policy for che Bamk, with special
attention wo be given 1o the needs of 1he asentanientos and othar
types of agricultural cooperatives. BNF would sot take into its oun
accounts, but would administer as a trust, those GOM funds intendoed
for lending to such organizations, appareatly enploying procedures
somewhat similar to those used fn connection with the suspended

INA- BHF program referred to above.

would become known as the Unidad de Servicics a Orpanizaciones A .
The newly nened univ would erercize such functicns as

» y e . - s ¢ 2y B n L 'Y ~
COVLlelinr, ing oyrrrstdonine Epveann ' prranizations so

such groups to obtain and utilize @ re effectively credl

[
Just how such functicens differ fron those now being per
“HA does nct appear clear. In any event, the responsib
policy determination and For approval and processing of grari
orginizations would remain with tine oihes Cifices of “ub.

.. . . - .
The Mission may wish to reexanine the plans for th
danco Lodrvonezuario o deterning whather 32
are Included tharein Tor vhe i oanl elfentive
; ~ Y. M M Y L < - -~ pooA g e w
untTs AL iGde T o ALVl UG LIk
.
Technical frnlc e en few en sen

App?oxnmately 3265 thousand In loan funds earmarked for technical
assistance for the ccooper
t

%,
. rrtive window were designated for the pre-
paration of, "a ccopera
master piat and long-term

technicians to help develcp the w
cedures. The Chief of the Se

marketing/input-supnly

: CRecution, T and {or
ndow's credit policies and pro-

ccidn de Tervicios a Ceonera

-

¥

; ' e o (Vas v
2:3&?;“a§10nub nnfﬁ?? §z§1cf Lhat bureeucratic problems within
e BNF delayed the initiition of sStudy, which is now nearing

completion by a lccal firm of consultants called INVEST.

The I@VBST study which cost $21,500 was programsed before the
planning for the sector assessment now in progress. The coordinator
of the assessmeat was unaware of the existence of the INVEST stuady,
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At this time any relationship of that study to the sector assesswent
is not clear.

Loan-fundnd technical assistanca was programmed to peruit the
cooperative olnlow to develep "... as a speclalized function within
the Bank to .cutribute morve effectively to assisting small farmer
cocperative groups and allied organizations in the larger develop-
ment of the cooperative movement." The chief of the Seccidn de Ser-
vicios a Cooperativas y Organizaciones Afines said that his plans
to recruvit a team of technicians from the reportedly well function-
ing Bank for Cooperavives in Ecuador to provide assistance of this
type were disapproved by the management of BNIF.

As its counterpart contribution to the technical assistance
mentioned above. the BHF agreed to increase “the staff of the co-
operative window from one to three officers, to designate an
officer in cach BNF branch as the prasary contract on coopetative
loans, and to form an advisory group of couperative organization
leaders to assist BNF,

The staff of the Seccidn de Servicios a Cooperativas y Organiza-
ciones Afines in the BNI Head Office has now been increased to 11,
nine of whom are on board. Cooperatives olficers are being
designated in the 19 of the HAM's branches that have dealings

with cooperatives.

An advisory group was formed but its effectiveness appears
questionable. The group, which is composed of eight representatives
of Honduran cooperatives and similar orzanizations, has thus far

met twice In Iwi7. The principal concern of the advisory group is
sald to be ¢riaining cooncossicnr Srom the BNT o the form of lower
interest retes and lonper terns of repayment. BNFP's inar?'ity to
accedns to many =F such requesta has caused the advisory group to lose
interest in BT,

Additicnal technical zssictence that was progranmed in counection

with the agriculture sector loazn to help the Honduran cooperative
movement consisted of two short-term, grant-funded technicians who
were to provide assistance to DIFQCOSE "...for the developnent of

new and simpler cooperative forms of organizetion that avoid the
organization of week ccoperatives with juridical status at the village
level in favor of zcomal cooperative-type organizations of greater
institutional viability that can afford professional management .
This has been translated into two contract technicians who are
currently completing their tours of duty in Honduras, which consist
&f providins coursss in acccuntinr fov various cooperative organizors.

The Mission is currently evaluating this activity.
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SHALL FARMER COOPERATIVE PRODUCTION CREDIT FUND AMD SHALL FARMER
CAPITAL DEVELOPUENT FUND

Thie zetivity wac intended to complement the model agrarian fund by
providing cradit o "... the large nurber of gnmall farmers who are not
menbers of the asentamientes." A total of $2 million in A.I.D. and
GOH funds was earmarked to provide annual production credit and some
medium term loans to farmers who do not have access to institutional
credit. The loan paper identified demand for loans of this type as
"... apggregating well in excess of $5 million."

For the small farmer capital development fund, a total of $1.5 million In
and GOH funds was set aside: "... to finance long-terr productive
investments that oifer the greater benefits relative to cost in

moving signii’zant groups of small marginal farners a step up the

income ladder;” and "... to make & small but significant beginning

in the develoonent of cooperative infrastructure to render efficient
markecing and input supply services to small fermers." The loan paper
estimated the first year's demand for loans frowm this fund to be "...
approximately $4.8 million."

As mentioned above, as of the time of this inquiry FACACH was reported
as the only borrouver from either fund. Tk chief of the Seccidn de
Servicios a Ceooperativas vy Crganizacicnes owfines explained thac
because of organizational or administravive proulens aifecting ot.er
Honduran cooperative organizations, those groups have been found
ineligible to participate in fund Financing. FUNDHESA has been dis-
qualified because of an cxisting repayment delinquency to BNE.

It is doubtful that many Fonduran cooperative organizations will he
found in a positicn 1o meet the previcusly described leoan collateral

requirements imposed by BN cn FACACH.
Fr.Cilh

The membership of FACACH consists of 112 Honduran savings and loan
associations which, on their part, have a total of some 32,000 members.
Included in the mesbership are mechants, students, labhorers, professiznzl
people, as well as farmers of all types. In connection with ft: main
purpose of furthering the developreat of savings and loan as:ociations,
FACACH operates a program of technical assistance and superv.sed agri-
cultural credit for marginzl farmers. FACACH counts 10 extension

agents among its stafi of 50.

The BNF loan was made to FACACH in December, 1976 in the umount of
L.636,203, of which L.622.603 was a short term credit, and the balance,
L.13,600, for a beekeeping project, was charged to the capital dzvelop-

PR
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ment fand, With the excention of the latter project -all production loans
arc being used to finance rice, corn, beans, or tomatoes.

The short term credit runs for 15 months, and the capital development
fund credit is due in three years. At A.I1.D.'s request, BNF did grant
PACACH a concessional interest rate of six percent per annum, instead
of the customary Ll pereent. FTACACH, in turn, loanzd the runds at 11
percent por annum to its member cooperatives, which reloaned the moncy
to their members at 15 percent. FACACH explained the large spread
between the cost of its borrowed and relcaned funds by pointing to the
necessity to cover the cost of its large technical assistance program.

According to data supplied by FTACACH, that organization used the BNF

loan to make a total of nine sub-leoans to seven wmember cooberatives.

Five of thore cooperatives reloaned the funds received from FACACH to
a total of 306- individual farmers in the following amounts:

Up to L.1,001 to L.5.001 to
L.1,000 L.5,000 L.10,000
21y 78 iy

The average size of the land holdings among the individual farmers
is 3.09 manzanas.

The remaining two cooperatives reloaned the money received from

FACACH ¢o ¢wo asentanientos having a combined ".eral of Th nmonbers
mzking a total of 380 families that were benefited fron the .70

to FACACH. One of the asentamiento loans was in the amount of L.36,
plus the above mentioned L.13,600 loan for huekeeping while the othe
asentamiente loan was in the amount of L.190,330.

b‘)
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For the corbined 380 Tamilizs, thse averars size of lan
3.12 manzanas. wnile the data aveilable for sampling

- =2
to be of sront 11 i 51 3NF
loans totaling o e

588 members,
hand, 7o2AZH s o ning loinaon .
for relendinrs both 1o individuals an a
cf 380 families, or an average lozan f L.1.€7 thousand per famlly.

) »
A closer look was taken at one of the two loans made to asentemientos.
This was the crop production loan authorized in the amount of L.36,556
for the San Pcblo Savings and Loan Cooperative, for relending to an
11 member asentemiento hezded by Marcial aguilar. Gf the amount
authorized, L.32,0840, was carmarked Icr disbursemz2nt, L.3,204 having
been set aside to capitalize the asentamiento members' shares in the
San Pablo cooperative, and L.652 Leing charged 25 a2 loan supervision
fee.

The loan was a follow-on credit to an carlier loais which had been made

for flaancing & wmato ¢crop and Irvrigavion eigiement. The purpoce of

the more recent loan was for financing the production of 10 manzanas
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of rice and 20 manzanas of tomatoes. Thus far an amount of L.20,029
has been drawn down from the latter loan with payment due in six
months, or by July 14, 1977. However, duve to a pocor tomato crop, the
loan could not be paid when due, leaving a present balance of L.10,362,
which is cxpected to be further reduced by proceeds from the sale of
the recent harvest of a portion of the rice crop.

The coordlinator of the asentamicnto, Marcial Aguilar, is a mar in

his forties with a wife and five children. The asentamiento was or-
ganized in 1974 by Aguilar and 14 other landless farm laborers. At
that time the annual cash income for the Aguilar family did not exceed
L.100. The asentamiento received from INA an "Acta de Posesibn,™
giving the group the righ. to occupy 70 manazanas but not the title

to the property. It was said that steps are being taken that will
eventually result in a transfer of title to the group.

In 1975 FACACH made a detailed pre-feasibility study of a propcsed
production credit program for marginal group farmers who were either
members of the San Pable cooperative, or who could heacome members.

The two above referred to loans wcre made to Aguilar's group following
feasibility studies and investrent plans, also rade by FTACACH.

Aguilar stated that four of the original members of the asentamiento
dropped out, being unwilli-.g to continue the back-breaking work
regularly required in the fields.

As in the czse of the asentar’entes Tinanced directly by 3NF, the

'

San Pablo ccoperative sub-lcan i3 disbursed In accordance with progress
made in the various stages of crop production and harvesting. The

farm work is closely supervised by extension agents of both FACACH

and of the San Pablo cooparative. Payments to suppliers for ;ro—
duction expenses are usualiy made directly by the 3an rablo cuoperative.
One difference, however, between the group production financing by
FACACH en that underrtaken directly by BNF is that in ~he case of the
former the asentznmiento menbers receive a weekly wage during the pericd
of production end harvesting, subject to verification Ly the San rablo
cooperative tiat the asentemlIento menlers are on tie Jcb.  Afte

g : r
harvesting, the crop is sold by the San Pablo cooperative, which after
deducting the amount of the loan outstanding kK credits any remainiig
balance to the indivicdual savings eccounts o the asentaniento mensers
in proportion to the number of days each member worked. All members
receive the same wage.

Aguilar's wzages are L.15 per week durinz the peried of preduction and
harvesting, frcm which is deducted an amount .1.25 which he is
required to save at the San Pablo cooperative. FACACH estimates that
Aguilar's total income from this production year may be as much as

g a“L. 3
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the lcan to the San Pablo cooperative has been completcly * »paid.
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FACACH appears to be a well administered organization, having readily
available complete and up-to-date records on all aspects of its loan
received rrom BNF, as well as of its sub-loans to its member cooperatives,
and the loans made to their members. FACACH officials, state that if

funds were cdvailable they could lend money to a number of other savings
and loan cooperatives for relending to other asentamientos or other

types 0fF collestive farms similar to the loans being financed by the

San Pablo ccoperative, depending en the type of organization and adminis-
tration of the group farms.

In view of its nrograms of technical assistance and of carefully planned
and supervised agricultural credit for groups of marginal farmers,

as vwell as for individual small farmers, FACACH would appear to merit
further consideration as one weans of enabling the Nission to broaden
its target group to be reached through the agriculture sector loan

and related loans.
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APPROPRIATEHESS OF TARGET GROUPS SELECTED -

The model asrerian fund is aimed et assisting landless farm laborers
or noveriy siricken subsistence rarmers with annwal family incomes
generally less than $250.00. The small farmer cooperative credit
and small farmer capital development funds are aimed in the same
general direction, but include farmers who cwn ind’viduval'yv, rather
than as group members, small plots of land. The approoriateness of
such targat groups te the Cenrressional mandate is self evident. The

-

relevance ©f the program to Section 102 (d) of the FiAA was noted eariicr.

The Mission's emphasis on support for group farming rather than
sndividual owners of swall farmers mey be questioned. There would
appear to be several valid reasons for such cmphasis In target
selection. FYor one thing, the .nknown entreprencurial aptitude of
the landless campesino with reapect to commercial farming represents
a high degree of risk fFor oany orogram that wveuld help establinsh hinm
as an independent farmer. In group farming this risk is spread

\,'

204G
becomes less for the group as a whole than for any one individual.
Then there is the question of the economic feasibility of capital
investment in single family farms of less than four hectares. The
BNF estimates that the c¢ost of rroviding credic for individual small
Fermeys i noarly coven of thar of travidint cradit to sroun far

Available extension services would appear te be used more econc:
on group farms than If provided to farmers on a one-or-one basis,

“s

However, v main rezcon far the omohs
: . ;

miento prosram 1 tnat o Mornidn woula
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for this purpcse.

The tarpgoet

ot r ; : b osiall,
almest insignificzant, si"n 1 ta “"uts s"ocnwtly Dn' 7, reacned.
Improvement in the Honduran cepalidility for developing farm manage-
ment pians csheould help to DPCE&%D the number of people receiving
Yoenefitn chwvounh the sactor loan procram,. A Wudf’“<nt Az to targer
accomplishment snouid ewalt furiner program implementaticn, because,
if farm management planning can be successfully acopted in Honduras,
the size of the targets now being reached could be magnified many
In any event further attention appears required to strengthen the
necnanliss used oy Uhe oLT to administer credit for agriculiural ¢



operatives, including asentanientos, if the Hisslon's program is
to achiave Its porential. A is noted below, the Mission is
presently uorking with the S0H to improve coordination in the
agriculture sector.
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SECTOR ‘COORDINATION MANAGEMINT, PLANNING, AND ZVALUATION

During ﬂzriv‘d*'cu""xou with GOH officials leading to negpotiations
for the agriculture gector loan, Honduran planning and coordination
deficiencies beacame apparant. At that time the planning unit in

HNR consisted of three or four employees whose principal function was
to receive end consolidate ennval data received from the various see-
tions of the Ministry. To the extent tha® there wa= planning at

the autonomous agpencies in the agriculiure  sector, such as LNA or
BNF, it was performed by those agencies.

With a view toward improving coordination and planning in the agricul-
ture, sector, in Maren, 1275 the GOU created a cocrdinating committeo
referred to as COCO, whlch is headed by the Minister of Matural
Resources, and ccmposed of the heads of CONSUPLANE, BNF, INx, COHDEFOR,
IHCAFE, DIFCCODP, and COMEANA, and a representative of the Ministry

of Finance and Public Credit. The primary function of CuCO Is o
coordinate the execution of the agriculture sector plans of the
various agencies as reflected in the national development plan, and

to evaluate operational plans in the agriculture gector.

The requircment that CCCO's decisions be unanimous has reduced rhe
effectivencss of that ooy, rov emamplie, It reguired COCU six montus
to approve a transfer of $220,000 from the model agrarian fund 10

the agriculture educaticn activity, even though such a transfer

is permitted under the terms of the loan agreemant.

In order to irmprove COCO's effectiveness as a coordinating
a Technical Commission was organized, composed of the planning <

of the agriculture sector agencies and headad by the chief of the
Sector Pilanning Orfice. Tecnnd Commission Sunctions &8 wie
steff erm ci1 (110, reconuonci rolated Yo CJOCC's functiicno,
includin; cormiscioning - agencies,

In addition, COCO has established seven Regional Agriculture Committees
(CiAR) made up of the regicnal directors of tne MUR and INA, the
directors or one or more local orrices of the BlF, and, where ap-
plicable, regional directors of I1H#HCAFE, COHDEFOR, COHBANA, and DIFCCCOP.
The funciions of CAR include assisting the Technical Commission in the
preparation, ¢ -ordination, and evaluation of the annnmal sector opera-
tional plan, seeing that necessary siudies are made, keeping COCO
advised on conditions in the field, and coordinating the services of
the various public agriculture institutions at the regiocnal level.

Still another coordinating agency is the Regional Agriculture aAdvisory
Committee (CARA) which exists at the regional level for the purpose

of coordiniving, ovaluztin-, eand cupervising the execution of the
programs eund projects of ENR. Ir addition CARA advises the lNirister
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on FNR's annual budget, program, and plan. Fach CARA is composed
of the regional directors and regional coordinators of the various
projects being implemented in the region.

Further efforts ware madz to strengthen the coordination and plan-
ning in the agriculture sector by the creation of the Comision de
Politica Agricola (CPA), the Secretary of which is the Executive
Secretary of CONSUPLANE. CPA is composed of the Hinisters of Natural
Resources, Finance and Public Credit, Economy, and the Execucive
Director of INA. CPA appeurs to function broadly in the dJevelop-
ment and exacution of agriculture sector policies, cclupying a
position in this respect somewhat analogovs to that of a llinistiry

of Agriculture in cther countries.

According to the Technical Zecretary of the CPn, the GOH still lacks
effective planning in the agriculture sector. For example, the
autonomous agencies are reluctant to follow any sectoral plan
which appears in conflict with legislation governing their onera-
tions. lMoreover, budgetary allocations to the autonomMoOUS agencies
appear as fixad line items in the nztional budget, authorizing
expenditures by those agencies which may be inconsistent with
sectoral plens.

A report prenarea by D.E. Anderson in May, 1977 for MNR entitled,
"Problems an¢ Constraints wWithin tne fublic Agricurtural soltop
in Honduras," well documents some of the major problems of coordina-
tion and organization in the agriculture . sector. Current Micsion
support fer GOH efforts to resolve these problems should have a
useful payoir.

[
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icnzl plan wnichn covered 1870, and
rz:lect: ?; vlans of the autoncoous ag 3
concernpd with sector goals and policies, and the investment

program for that year. An improved version was prepared for 1977,
bhavirg twen resed ¢on more detailodl Inl vnation “hf:r wes Gpenifically
requested in advance from each agency by COUSLPLA! Also in 1977
MNR produced fer the first time an annual comprehensivL plan for
its own operations containing, among other dsta, elaborate statistl
tables including infcrmation such as, for example, production ?Oa s
for each crop by regicn, with Iurthel breaxdowns showing total neciaras,
producticn per hectare, total meiric tons to Lo produced, and

the prospective demand for extension services for each crop.

The 1275 plap wasg

cal

D

At the ENR, the Office cf Sector Flanning appears to be developing
into an effective statistics and analysis agency .
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The main indication of progress would appear to lie in “the fact
that the pertinent GOH officials now are aware of many of the
pro&long ?*c;n; them with respect to agriculture sector planning
and coordination, and are makin> serious efrforts to solve these
problems. Prior to the agricultu.™ seccor lcan there does not

appear tc have been any s'ich awareness.

Office of Sector Plznning (OPS)

CPS was organized as a result of the negotiations leading up to

the agriculture sector leoan. Althougn according to the loan paper,
OPS was supposed to ".... work in close coordination with the
Planning Unit of cach sector Institution,” €% has developed almost
exclusively into a statistics and analysis unit within MNR. When
OPS was orgenized It brought together some 18 employees who by that
time had been engaped at the Ministry in various planning and
statistics functions. icday OPS has a direct hire staff of 70,

and uses contractors for some of its requirements.

The loan agreement calls for certain studies to be made by (OPS.

In the field of s:tatistics, OPS is said to nave accumulated a consi-
derable amount of data relating to such subjects as time series of
agricultural production énd prices of sunciliis crovs, estimates of
the national herd of farm anizals, agricultural production by crop
and region, agricultural employinent by crop and region, and agricul-
tural earnings by farm slxo. Information has also been collected

on progustivily ohahges oy crip, Lut roisong lor the chanpes have
not been deternined. A nunber of other statistical studies have
either been conpleted or are In progrels Incliling crop foracisis,
production and m&vxerinc of parden croups, poultry production, Torma-
tion of a data nans, procucilion  and diziriluiion of Improvad seods,
industrial uvse ¢ egricalraral ’rﬁ*”qu, and an asricultural statis-

tical compendiun,

Under the terms of the loan agrzement the analysis section of OPS
was lo ceonduct & series of ”*e—f@aoibility studics. These studies have
not been made. instead, the analysis sectica is reporied as having
been working on the p"eparatmon of regional mathemarical models of
agricultural production, factors of production, and demand.

The loan agreecment also provides for a aumber of feasibility stud

for specific projecis, to be performed by contracters. Studies

in this area that have been made to date by both contract and direct
hire personnel include those relating to soya, peanuts, sorghum,
melons, tomatces, potatoes. In process aere reasipility studies
relating to citrus fruits, sesame, cacao, henzquen, and irrigation
proiccts.
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The loan agricement further provides for a number of studies in the
fields of management of GOH institutions involved in th2 sector
program, as well as an extensive program of evaluations. There

was also to be established a continous reporting system covering
the activities of each GOH institution engaged in thce prcgram.
Furthermore, a number of social and organizational problems were to
be studied, such as, for example, the campesinos' ability to absorb
new technology and patterns of land tenancy.

Insufficient progress has been made in loan implementation to
warrant any or tiie xinds of studies r=rerred to above, with the
exception of the baseline data which was to be completed before
loan dishursements began. Trdat study was made by ATAC. The repert-
ing system of the program activities of the GOH institutions nhas

not been established.
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EDUCATION

The loan agreement provides for 100 participants to be-trained abroad

in specialized fields of study in various institutions located primarily
in ¥exico and other Latin American countries, and in the United States.
An aﬂ:;t:a:ui €3 perticipants were to receive training in Honduras. A&
total cf $1,884,000 in A.I.D. funds, including $220,000 transferred from
the model agrarian fund, was allocated for this activity, and GOH con-
tributions have tctalled the equivalent of $577,000, or somewhat more
than the $115,000 specified in the loan agreement.

Within the Honduran government the respeonsibility for this portion of

the agriculture sector Program was placed in the hands of COCO, which
established a Comision de Cocrdinacién y Becas, composed of representatives
of MNR, BNF, INA, and CONSUPLANE, the agenc1es authorized to nominate
participants under this program.

The Comision de Coordinacidn y Becas, in turn, rcdelegated the res-
ponsibility for administering the major part of the program to
EDUCREDITO; a private but non-profitv organization formed in 1958 by the
Honduras cooperative movement for the purpose of carrying out a

student loan program wlth funds obtained from governmert and private
contributions. A.I.D. had made a $2 million lcoan to the GOH for
EDUCREDITO in 1971. A representative of LDUCREDITO attends the
meetings of the Comision.

A key feature of the program is that the becas are awarded as loans
to the participants, not as grants. This means that the participant

is held personally responsible for the loan, and, in addition, must
obtain a guarantoer for zn &rsunt egual to 20 percent of the amount of
his loan. Upon success:icl ccmpletion of the prescribed course of stuly,
10 percent cf ti¢c parvicizoni’s delt o fergiven Unon comnleticon oF
a tour of duty with the sponscring agency equal to twice the peri

£ %time that ves reguired for his vralning, en additional 75 T
of the debt i: cancelled. 17/ This leavss the participant wi T
obligation to repay 1% teorcosnt of the cost of his training, <
EDUCKREDITO's acministrative cests, and he is given ap oxtend

to meet this obligation.

If the participant does not comply with his obllga;*01s to ccmplete
his training successfully, or to serve the specified length of time wit
his sponsoring agency, he beccmes liable for the entire amount of his

he becas cover such cosis as tuition, books, maintenance, and
ebt. 3

1/ Participants who receive training in Honduras are obligated to work
for their s:o“sor*“i cgencies for the same number of years for vihich
their training was financed, but in no case longer then thres years,
the maximum length of any beca.

-
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transportation. In addition, each participant, who is employed by an
agency of the GOH, continues to receive his salary from his sponsoring
agency during he period of his training.

Students are nominated by the participating agencies for approval

by the Comision. Approximately 90 percent of the candidates are
employcaes oF the sponsoring agencies. The reraining candidates wmust
agree to accept such employment for the stipulated length of time after
the complecion of their training, and must be able to show that their
families have means of support during the training periocd. Approximately
60 percent of all participants have been sponsored by MNR, with BNF

and INA accounting for the remaining.

In accordance with the Comision's reguiations, all candidates must be
Hondurans, rust meet certain age requirements, and must undertake, "...
studies of direct interest to the Agriculture Sector Program."

The initiative for applying for a beca rests with the cindidate. &
candidate who feels that he has the necessary qualifications submits
an application to an internal heca committee, one of which was esta-
blished at MNR, BHF, and ILA. At R, for exauple, the commitues 13
composed of the head of the personnel department, the head of the
department of human resources, the three directors general of HUk, and
the vice-minister. Factors that are considered in weighing qualifica-
tions include progress at work, the number of years of services, age,
record of academic performance during the last three years of tae
candidate's  ecucation, and the reloticonship of the propoded couras
of study to the agriculture sector program.

The MNR internal beca committee e¢stimates that it has rejectad about

20 percent of Ll op;llizatvicns recelved. Thera approved are Jorunrded
to COCO's Comision.

Of 245 nominations submitied by MNR, BNF, and INA to the Comision,
only four were re’ected. An addivional seven parcvicipants withirew

. R S RS R P P 4 = & ey aw
thelir nonlinerions pending wizh tho Zonisiszsn afzor reflacting cn
- ¥ P
v~ S i e - YA T mAL - (23N ¥ p -3
obliraticons tneoy would roouirss to assume.  Becas have been aware

to the remaining applicants, accounting for all funds presently
available.

The 234 bLecas have been programmed for training in the following areas;
& £

Participants

Area of Training To be Short-Term Long-Term
Trained (Less than six meiths) (Up to three Years)

Honduras 85 52 33

Other Latin American

Countries 9y 45 59

U.S., includinge

Puerto Rico 55 11 Yo

TOTAL 234 108 126
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According to the Executive Director of ELUCREDIT(, holding the parti-
cipants personally responsible fov the cost of the training has resulted
in an extraordinarily high success rate. O0f the 234 participants, only
two are reported to have dropped out, both of these for emotional reasons.
Twe more are said to be experiencing difficulties with their studies.

All of the short-term participants have completed their training and

are working at the sponsoring agencies. Of the long-term participants,

15 have completed their training and ave working for their sponsors

in Honduras.

All debts due te EDUCREDITO from the participants are said to be current.
including the 15 percent emouats for EDUCREDITO's administrative costs.
The liguidation of the particpants’'obligations by successfully
completing their studies and their required tours of dut: will mean

the absorbtion of 85 percent of the cost of their training by the GOH,
without further reflows of funds to EDUCREDITO for Firiacing more

becas for the agriculture sector program.

Most of the courses of study appear to be of direct interest te the
agriculture sector program, such as, for ewxample, agrizultural
engineering, agricultural cconomics, entomology, mechanization, irriga-
tion and drainage, and public administration. There are some courses,
however, where the direct interest is not as apparent, such ags the
administration and managenent of zoological parks and some courses in
fisheries.

According to the Executive Secretary of ¢ NSUPLANE the problem with
the education portion of the agriculture sector loan is thit the

selection of participants was not based on an analysis of tre priority
noeeds of yvraloed ronsosvwe In o this metor, buv on the .onlﬂxtxvﬂ of
the participating The head of COCO's Comision, whe i

the direcior [encrel o0 srerallilons at Lo 77, acknowkedied ¢
shortconing, and was unfamiliar with tne N2 swudy, reportad ‘n the L

or
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skills by 2000 wever, o rudinontarye otatsemant fdant
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and reportedly will be soon followed by & wo

7 ¥
problem.

Because Honduras' needs for trained manpower in the africulture sector
are so pressing, it may argued that any specialized training in this
sector will prove beneficial to the scctor program, particularly in
view of the coermitment of the participants to render a minimel period
of services to & zector Institution aftor rhe completicon of training.
On the other hand, the very existence of a shortage of trained manpower
would argue for the establishment of carefully considered priorities

if the most cffective use is to be made of available funds.
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The Executive Director of EDUCREDITD ddéo acknowledged the neud for ’

wanpower datd in the future pvogvamming of becas. He stated that he
‘plans to make an analysis of Honduras' manpower requirements, using
for this purpose & $36,000 grant. from ‘the Inter American Development
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¥r. Hollanderlzllgf"

Statistical Data Book

Pursuant to tasx three in the statement of duties of my contract, I
have reviewed a draft scope of work for the compilation of a proposed
data book. I have also reviewed the Statistical Data Book that was
published in May, 1976 by USAID/Dominican Republic, as well as AIDTO

Circular A-139 cf apzril 1, 1977, including the attachment thereto entitled,

"Socio-Economic Perrormance Criteria for Development.”

As you know, the above cited airgram stresses the importance of
responding to Section 132 (d) of the FAA which requires establishrent
of criteria to assess host country commitment and progress toward
five categories of development goals: small farm agricultural produc-
tivity; infant mortality; population growth; income distribution;-and
employment.

The importance currenily ztzizhed 4o the Fulfillment of Section 102 (&)
objectives raises the question as to why the Mission at thls particulzr
time should give its attention to the compilation and publication of a
comprehensive set of develcoment-related statistics, instead of concen-
trating on data wiich wliil Leln In meeting the requirenents cf Section
102 (d)?

It is assumed that the St cical Data Book published by the USAID/
Dominican Feg.llic is i“tf"::i T2 zorve 25 a nedel for oa s:milar comnila~
tion teo ke zreopavel Jor Honivrzs The Zdata in the DR icax

appears to ccntain inferration of scome relevance to ail

102 (d) categories in thai couniry, wiih the excepticn

agricultural productivity.

However, some of the data that AID/VW suggfests be developed is not
likely to be readily available.For enample, the suggestion is macde that
income distribution data there be pre-determined a poverty level of
income. Imprcovement in income distribution could be indicated by,

"(1) a reducticon In the proportien of the population with per capita
incomes below the predetermined poverty level; and/or (2) an increase
in the per capita incomes of individuals below the poverty level."

Another example iIs in the categery of cnpleoyment data. The susgestion
is made that there is needed information on the, "potential household
lakor supply and total family time-use in order to estimate true
capacity in the housenold to raise income through mcre hours of work

Buy U.S. Savings Bonds Regularly on the Payroll Savings Plan
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and to detect certain directly productive activities, for example, by
women and chlldren, that would not be counted as employment by conven-
tional labor-force surveys." .«

To measure productivity of small farms, a preference is indicated for
concept of total facter productivity, which will measure the growth oF
total output divided by total input. "Factors that contribute to increased
total factor productivity, and which therefore are properly reflected

in a TFP index, include investments in research, extension, education

and training of the labor force, improved seed varieties, and modern
agricultural inputs." However, if a TFP indox is not feasible, agri-
cultural labor productivivy is an acceptable reasure. In any event,
careful analysis is called for in handling budgetary information

regarding such long pay-off expenditures like agricultural research.

AID/¥, then, is suggesting some fairly sophisticated numbers, the
development of at least some of which would appzar to require the
establishment of certain data by means of household surveys, with trends
discernible through subseguent surveys.

If therefore appears unlikely that the kind of statistical data exemplified
by the Dominican Republic Statistical Data Book will fully satisfy
the requirements of Section 102 (d) as interpreted by AID/W.

On the other hand, there would avnear to be rich sources of informa-
tion either already available in Honcuras or ia the precess of belng
obtained, which, if properly mined and analyzed, could go a long way
toward satisfying at least some of the stated requirements of Section
According to the

102 (d). Take, for examole, small farm Drcduc:iv* j

loan paper grepared for the agricul.urai uact
"maintaine Tisures chouwing cests of TTCCJ“’C"
according to armounts of lebor, fercilizers and
hazd of thr {Ffice of Secrer Planninr at the Yi
states that t lzva o0 changes i
tivity, but . o this deta 1ius
account for : L LTNT fZzaling guedy
sector assessment now underwav, should also yield

in this regard.

At an appropriate time the GJOH may be interested in the offer by ATD/W,
contained in Annex C ofthe attachment to AIDT)D Circular A-139, for

a grant of up to approximately $100,000 per year for a minimum of four
years for multipurpose household surveys. The technicians hired
pursuant to such grants cculd exploit and enalyze data now being obtainsd,
and could conduct such other surveys as may be required.

Fer the irmmediate future, the tlission may wish to concentrate in

compiling such Section 102 (d) type data as is readily avaiiable in
Honduras. To the extent available data should be exploited to show trends
in infant wmortality, populatiocn grecwih, and zntloyment.
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Of no less importance, at this stage, at least, is the reference in
Section 102 (d) to host country commitment, as contrasted with actual
performance. ~ There would appear to be a considerable volume of
statistical data readily available to support GO commitment, such as,
for amample, Increases in expenditures fopr activitiez such as agricul-
tural resesrch, rural health, fzmily piaan’ng, incmeas2 in the number
of extension agents, agricultural credit, growth of asentamientos and
other types of rural cooperatives, etc. Pending the development of

the type of data suggested by AID/W as meeting Section 102 (d) requirements

to measure actual performance, it may be that data bearing on Honduran
‘comnitment could prove to be among the most us~ful statistics avaiiable.

The Mission may wish to alter the scope of work as tow drafted to focus
the contractor's efforts on the collection ~f data presently available
which bears directly on Honduran performance -or commitment related to
the five Section 102 (d) categciies. Following the completion of

this work, the lMission may wish t» hirc the same, or pogsibly a

different contractor, to ce:plete the mor2 comprehensive set of statistics

indicated .in the outlired at:ache? to the scope of work.





