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PART I. Brief history of the project. 

PART II. Objectives. A statement of general. a.nd specific objectives as added to or 
modified c1uring the life of the program. 

PART III. Operation report. Each sub-project will be dealt with in ord~ of j,ts 
importance lrom the two viewpoints of revenue generatio.IL and administrative 
efficiency and not from their chron.ologica.J. inclusion in the project. Each 
will be divided into three sectors: objective" progress and problems. 

PART IV. Conclusion. An overall assessment of the achievements of the program and 
recommendations for the f ature. 

PART I. 

ST.AT'ISTI0.AI1 APPENDIX 

BRIEF HISTORY OF THE PROJECT 

In June-Ju4' 1971 I was invited by the Honduran Ministe:z- .f Finance l.Ulder 
A.I.D. auspices to perform a five-week study to identity detects in the 

Customs Administration and fiscal export incenti v·e mec.hanifD!!.s and. suggest 

remedies. The study was ~ reported on and followed. up by n. further 
month's visit, December 1971 to January l.972 to assess official reaction to 
the sv..ggested measures and, if' necessary~ discuss and adopt a framework fC!Y.' 

a year's advisory assistance in this :field. 

The reactions were sufficient~ positive to justify an advisory program and 
this began on July 20, 1972, continuing with extensions until~ 3l, 1974. 

I acted as advisor funded under the Tax Administration Progra.14 of the 

Institutional Development Division of A.I.D. and physically located in the 

Customs H.Q. with local secretarial help. The proITT"am envi:r:miment was 

significantly affected by the Government changes of the first quarter ot 
1973 and from that time the official. policy uderlying the project and the 
active s~pport to it have remained collBtant 
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PART II. OBJECTIVES 

To add to and modify the Customs Directorate• s stru<!tu:re iu such e. wa::r as to 

reduce ~evenue evasion and improve administrative efficiency through mod

ernising procedures. 

To introduce new legal measures and administrative machinery to ~educe specific 

fraud in l.lquor destillation, liberated material for industry and temporary 

import of vehicles. 

To establish a permPnent training syEitem for Ci1stomn personnel. To establish 

systems of fiscal incentives to promcrte exports and to advise on bonded ware

house and Frt:..d Zone poliC"J". To ad.vise and tra..i.n enfor.cement personnel in the 

repression of contraband. 

P&tT III. OPERATIONAL REPORT 

a) Valuation Branch 

(i) Objective. To create and ma1.ntain a f'ulJ¥ operative Valuation Branch 

to ensure the correct declaration of values for the assessment of duty 

on i.Illported goods. 

(ii) _!Tow=eFs. The period between Ju:cy 72 and Ml'X'ch 73 was taken up with 

the preparation of internal inBtructions, detailed work pla!ls and. the 

budget requirements for the personnel and equipment of the new Jlapf'..rt ... 

ment. The latter dispositions were approved in the 1973 Customs. 

Budget. At the original. discussions between the Minister of Hacienda, 

A.I.D. and O.A.S. in February 19'72, the latter promi~ecl 6 mvn+Ji•z 

advisory services in this field to supplement the program, but this 

was not implemented. 

The first measure to be adopted by .. .;he new rrlrector General of Customs 

in March 73 was the appointment of personnel, purchase of equipment 

A.nd the formal establishment of the n!w Department. The personnel 

had received prior training in Valuation either from external. becas or 

at the Customs tre.ining School (q.v.) and I subsequent.ly worked with 

them in developing their work plan~ 

The first stage was the selection of imports whose ~otal. va.lu~ .UJd rate 

of ad valorem duty merited extensive study so that periodic reports on 

value could be transmitted to the Customs service. These "Vs.l.ue Lists" 

were prepa.ted and distributed progressively from June 73 onwards. 
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Card ind}.ces were also prepared providing central information on 

important importers and sectors of merchandise with their correspond

ing values based on independent sources of jnformation (such as price 

llBts, etc.). 

A mechanism was established to a.s~ertain wheter examining officers 

were following the values guidance distributed and to identify cases 

of regular non~camplianoe. 

Trading relativnships between major 1.mporters a.nd their suppliers have 

been inv~stigated to detect illegal discoants which le.ad to under

payment of duty. 

Jllring the course of the year's operation members of the Department 

have paid visits to most of the Custoni.s Administrations to instruct 

staff on the working of the new procedures. Tl·aining courses in 

Valuation have been a permanent feature on the Training Center's 

activit-3 and of the Administrators' Seminars. 

The work of compilation and distribution of ~tatistics is a conti

nuing element of the work and va.lues are subject to constrant review. 

The Departme.r ... t :is therefoz·e continuously improving its function and 

cara •. ot be sa:id to have achieved a sr.e•.:ific goal at a.rxy particular 

time. It is, however, .fim..cy es.tablished and ma.king a slow but 

effective impact on values determination. 

(iii) Problems6 The pr~ctic6 of i!.l.egal discounts on supplier*' invoices 

has been a major problem. Ambiguity in the Customs Law has created 

practical difficulties in the rejection of such discounts and a 

clarification of the law will be necessary to give the examinirig 

officers full powers to implement some of the nsw measures. 

b) VEHICLE IMPORT PRCCEruRE 

(i) Objectb.re. To establish a system to identify and locate all tempo

rarily imported vehicles and ensure their eventual export or duty 

payment and to limit the concession to bona fide travellers. To 

assist the Director General. of Tributacion in the col.lection of 

taxes on registered vehicl.es. 

(11) Progress. About the middle of 1973, it was realised that there 
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was a serious evasion of duty on cars being improperly imported by 

Honduran Bationa.l.s unde.r the te~porary import facilitie~ grfl,nted t~ 

tourists. To s. much smaller extent also there was evasion of taxes 

on the same vehicles, p~able to the D:lreccion General de Tributa

cion. 

This situation led to a series of fiscussions between the Customs, 

Ministry of lI8.C'iend.a and Transito with a view to centralising the 

registry of vehicles and tightening up the Cu.stoms control. During 

the second half of 1973 internal regulations and a new form were 
:prepared in the Cust011'1s ni.rectorate which would perform the triple 

role of keeping track of temporari]¥ imported vehicles, notifying 

the Ministry of Hacienda's central computer a.nd also the newly 

fom.ea Ministry of Hacienda :?;)lice in case of seizure action. 

One of the important issues wa.s the legal definition of a tourist 

and most of the duty evasion was due to a wilful misinterpretation 

of the spirit of thP. law. At a meeting on 6 Febnm.ry 74, the 

Minister of Hacienda considered the matter serious and ~gent 

enough to warrant a clearer leg~l instrument and this was in fact 

issued as Acuerd.o No. 93 of 7 March, 1974. 

The new procedures are now being issued to the Admini&trations for 

immediate application and a ca1tral registe:c is being prepared in the 

Custom.s H.Q. until the Compute:r Cent.er is authorised to process the 

information. 

(iii} Problems- No difficulties are foreseen in the operation of the new 

scheme and the seizure of '.1.cy vehicles which overstay their permit. 

There is however a large numbel• of vehicles already in the country 

which bl3.s escc.ped duty ~ent. A method of tracing these vehicles 

has been devised wit'h. the 'l'ransito, a.nd the new De:nartment o:f 

Investigation in the Customs H.Q. will devote some of its time to 

this problem. 

c) CONTROL OF IiIBERATIONS 

(i) Objective. To create and train a Department to ensure the legal 

use and d:i.Sposal of duty f'rce ra.w material for ma.nufa.cture, and 

other goods imported duty free under the Indllstrial Incentive Law. 
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{ii) Progress. On 21 June, 1973, Decree l29 of 1971 was repealed by 
llecree 49 of 1973. This had the effect of J.•emoving the limitations 
on liberations of duty pel.'lrl.tted,laer the Industrial Incentive 
La.w. I expressed 11f3' concern at the tinle to the .Di.L"ector of CustOJ!lS 
and the Sub-Secretary of Hllcienda that the quantity of duty free 
materials and components imported by classified manufacturers could 
be expected to increase sharp.cy- and that no ma.chinery existed to 

I enforce the oo rrect use of such material and prevent illegal. sales. 

As Article 10 of the Decree 49 SIJecifica.lly chaxged the Minister 
of Hacienda with 18verifyi.ng ·the correct use of liberations and duty 
exemptions", I proposed that I submit a report identifying the 

pro bl.em and suggesting methods of sol v:l ng it. 

As a result of this report, I was asked by the Minister to submit 

a specific plan to include the installation of a new control unit 
such as I had suggested. .lll.-ring the third quarter of 1973 I 
worked with the llirector General. of Industry in the preparation of 
a coordinated work plan for the customs and Ministry of Economy and 

the drafting of regula.tioD4 unde:r the Decree. These regul9.tions 
were subsequent~ issued a.nd. & new Department of Control de Fran
quicias was authorised in the 1914 Customs Budget, compriaing a. 
Chief and 4 Inspectors. 

The theory and practice of L.i.beration Control was included in the 
curriculum of the Training Cimter-, a new of'fice <..'Onstructed in 
the Customs H.Q., and th& four Inspectors nominated. The appoint· 
ment of the Chief and the pu.'t"Chase of the furniture, etc. is ex
pected to be accomplished tb:Ls month when the Department will 
cODmen~e its internal. work plan and operatioWJs 

To m:1 knowledge no Central .A:ine:t"imm country has adopted any mes.sure 

to control the misuse of liberated goods although extensive liber
ations a.re granted under the w.t ... iau.s industrial incenti 7e laws 
more or less common to a.Ll. countires of the area. Inspectional. 
control appears to be colU"ined to the maintenance of conditions 
of industrial classification. 
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(iii) Problems. The low salary- budgeted for the Chief has ca.ur~d 

difficult-y in finding a su.:Ltable candidate and the delays in 

equipment purchase have co1a.ti·ibuted to three months of inacti v

i ty. These are superficial problems and ·the Unit will commence 

to operate shortly pending the Chief's appointment. 

c1) MDiISTRY OF HACIENDA POLICE 

(1) Objective. To train the new Ha.cienda Police in Customs procedures 

to permit their immediate deployment on anti-contraband .functions 

outlined in the Decree 6o of ll July, 1973. 

(ii) Progr~~· By the above Decree, the Gover:nment created the Min

istry of Hacienda. Pol.lee f'or the detection and prevention of 

comprised some 550 Officers, N.C.O's and guards and replaced the 

250 11Fiscal Guards" who we:t"e under Cu.atoms control on the bor

ders with 'Wguely defined dutice. The new Force was uniformed, 

part~ armed a.nd operated in three groups: F.ront1er, Port and 

Airport Control., ~.er the di~<?tion of the Commandant of C.E.S .. 

Althougn. the creation of such a. Force had never been a specific 

sub-p'.~"oject, it had been t.b.e subject of many discuaaions between 

mysPlf and Government officials in many sectors. It cannot be 

said that this Decree was a n.irect result of the Advisory Program 

but it was of the greatest ll!.poo-tance in fillir.g a serious gap 

in anti-contraband contro1e 

In order to conduct a era.sh training p~ogram in Teg\lciga.l.pa be

fore the Police were despatched to their Units, the Comma.nd&nt 

of C.E.S., through the Minister of Hacienda and A.I.D., requested 

me to plan and conduct a higlLcy' intensive training course in 

Customs lilS.tters on three levels which would be coord:;.nated with 

miU ta.ry tra.irJ.ng. 

I organisod a. group of Customs Instructors and planned separate 

courses for Officers, l.i.C.O's and Guards which were interlocked 

with military training. The specialised subjects covered Customs 

History, Organisation, Adm:lnistration and Legislation1 Liquor 

Contraband and. Narcotics Colrl;rol; Border Pa.trolljng; 
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(iii) 

Investigation; Port Autho:rity Work; Human Relations; Health and 

the Use of Firearms. I p;a:rticipated as an Instructor in the 

courses which were held i:n an open encampment at F.J. Picacho 

between August and Octobe:r 1973. 

Examinations and a classification system were devised to torm 

the basis of selection of the peraonnel for specific duties and 

locations. The Police entered on their duties the 9 October 

1973 with H.Q. in Casemata. 

During Februacy and March 1974, a month's specialised course 

wa~ arranged for selected personnel and I participated as 

Instructor. 

In view of the massive nature of the operation it was obvious 

that only the better students would derive much benefit from 

the course. The general intelligence level was low and the 

impact on probab~ a third of the participants was negative, 

but it did provide a rough and ready means of selection and 

enabled a Force to be put on the border at very short notice 

with some chance of immediate effectiveness. 

The erficiency of the Force ls improving monthly and the value 

of seizures and fines betwt::en November 73 and March 74 are 

about Lps. 100,000, but much improvement is needed to equate 

the results to J~~e cost of the operation. Ho proper statistics 

were kept of seizures prior to this time but the now-disbanded 

Inspectors' Unit in Customs H.Q. registered a. seizure and fine 

figure of about Lps. 30,000 for the fUll year of 1973. 

Problems. A1though the border control. is immeasurably better, 

the low quality of recruits will Jresent personnel control 

problems which will affect relations with border civilian 

Customs and the public. These problems will never really be 

solved within the present pay structure "but the cumulative 

effect of discipline and experience should show better results. 

e) DEPAR'IMENT OF INVESTIGATION 

(i) Objective. 
l T 

To establish and train a Department of Iuvestigation 
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directly dependent on th<. Director General of Customd to 

investigate serious ca.st~s of fraud, contr '\band and official. 

complicity. 

(ii) Progress. At the commencement of this Advisory Program, I 
placed high priority on the creation of this Department '1.nd 

in ·the first cic!lths I submitted ftn eJ.:t~l.ir.a:t,)ry l'..Spor':. with a 

draft Decree and interne.l Regulation to all. the Min:i.stry and 

customs officials immediately invol 11ed~ It v:as rejected for 

inclusion in the 1973 Customs Budget and during that year I 

unsuccessfully campaigned for its reconsideration. 

One difficulty was the fact that the necessary budget for the 

Unit.'s higher PS¥ wou!d have to cane from an existing Unit in 

Cl~stoms H.Q. Jf 35 Inspectors whoze work was already super

seded by the Ministry of Hacienda Police. TJ1is reaised a 

delicate question of redundancy and the nat~re of the work of 

the aew Department was a..lE.o likely to cause resistance from 

some elements k the customs Service In JaIWary 74 I reported 
that I saw no prospect of the project pr&aper:!.ng d.uring the 

life of the program. 

On 6 February 74, ! had occasion to see the Minister of Ha

cienda with the Commandant of C.E.S. regarding contra.band 

probl.ems and I restated my case for the creation of' an Inves

tigation Depa.rt:rr:.ent. The Kinister agreed and gave orders for 

its immediate creation .. ~<! i.;be dissolution of the Inspectors' 
. l~ff."/ .; .... 

Unit. ~ .. YX.t1i,.1~~-~·~~ 

From a 100 applicants, a Chief and 35 men were selected for 

Customs training at a course of 10 specia..lised subjects at the 

Training Center through March-April 740 A final selection of 

a Chief and 13 Investigators was made, based on the examina.tion 

results and thi;! Unit moved to the Special Agents• Training 

School at Ojo de Agua for one week~s training in Investigation 

and Arrest Techniques,, Personal Defence, Small Arms Training, 

etc. The course finished on the 20th April, 1974 and th~ 

new Department commenced operations on 22 April, 1974 .. 

- 8 -



(iii) Problems. None 

f) LIQUOR CONTROL 

(1) Objective. To rewrite the Law and Regulations in such a we:y 

as to ensure the full and correct ccll.ection of duties, and 

to train personn~l. 

(ii) Progress. Since the outset of the program, a 3.rea.t deal of 

work has gone into the prepara:tion and st.u~ of va.riuus drafts 

of a new Liql;.or Law and the negative result to date is the 

only serious~ disappointing aspect of the program. 

During my two TDY visits in 1971 and 1972, I had identified 

a number of serious defects in distil.lation and sale control 

of potable alcohol and these were substantia.lly eliminated in 

the first Law draft prepared la.te in 1972. Witi1out entering 

into detail, six drafts Pave been considered (5 at Sub-Secret

ary and 1 a.t Minister level) and have been r~ferrea back for 

legal rephraising or minor readjustment but in aLl cases my 

original sta.t<:ment of the necessary objectives of the new 

law has been maintained. These are: 

L The du~.:y charge to be pla.ce;i on prcriuct1on ':'.nd 1:ot sale, 

thereby elintinsting the use of 11 casquetes" on ~ach bottle, 

concentrating the fiscal control in the factore and avoiding 

widespread forging of the 11casquetes 11
• 

2. Obligatory use of measuring machines at certain sto.ges 

of distillation to-confirm~ amount producedo 

3. Removal of restrictions on wholesale and retail sales to 

increase competition and reduce the consumer's price. 

4. Obligatory use of a 1nechanical mea.ns of calculating the 

product due from a known quantity of raw material to avoid 

illegal extraction before collection of the final product and 

as a double check on the measuring machines. 

5. .tuty charge to be made on the volume, not strength, of the 

alcohol to incentivate the use of modern equipment and puri

fication of the product. 
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6. n.tty rebate over a limited period to assist minor pro

ducers to modernise their equipment. 

7. Establishllie:...t of fix.ed formula for denaturing, and 

improved control to minimise the risk of reconversion of the 

low-1uty denatured alcohol to the high-duty potable. 

8. Renuction of duty rate but increase of revenue yield due 

to more efficient control. 

9. Built-in incentives to encourage maturing of the product 

before sale to remove dangerous impurities. 

10. Fixing of educa.tj_onal and technical standards of the 

Factory Customs Inspectors to improve control. 

lJ.. Establishment of a paid licence system to perrrJ.t control 

over production standards and increase revenue. 

12e Obligatory use of a secure sealing device by the pro

ducers to safeguard their product, reduce the risk of sale 

of clandestine liquor and ease identification of the product 

by the enforcement ~gencies. 

The preseut position is that on 30 November, 1973 I concluded 

discussions with the Ministry of Hacienda. on ·1arious tech

nical amendments necessary to the latest draf't. The resulting 

(6th) draft has been with the Ministry since that date await

ing a :f'u.11 review with the Sub-Secretary. 

The suppl.ementsxy work to tb.e production of the drafts has 

been very extensive and has included studies of the Alcohol 

laws o:f the other Centr:a.l. .American countries and Mexico, a 

point by point comparison with the present Honduran Alcohol 

Law, discussions with and. factory visits to private producers 

to sclicit their views on the new measures, reports on improve

ments expected from the new Law with estimates of revenue 

increases, and the preparation and ~vecution of training 

schemes to acquaint the relative personnel with the new pro

pose.ls. 
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I am sure that the Min:Lstry maintains a lively interest i.n 

enacting the new Law but that work pressures and ~he ill' 

avoidable technical complexities have reduced momentum. The 

Ministry and Customs de:> indeed have few experts in this 

highly technical field which has made it dlfficult to progress 

as we would have wished. But it is still disa.p~ointing to 

report that the Ac~"isory Program must close before the 

conclusion of -!;his i.JapJrtant is8\le. 

(iii) P!-oblems.. Delay 

g) DEBT REPAYMENT PRC,...EJlJRES. (HOJAS DE RF..P.ARO) 

Year 

1970 
1971 

J.972 
19-13 

1974 

(i) Objective. To improve the method of advising and collecting 

underp~ents of Customs duty. 

(ii) Progress. A staff of accountants in the Customs Directorate 

is c!la.rged with the rev:J s:!.on of duty-paid Customs entries 

to ensuz e that there has bas been no underpayment by e:;.·ror 

or frnud. As a result of my recommendations, a new system 

for advising and collecting un~erpayments \;as set up in 

August 72. A study of statistics up to March 7t~ gives the 

following results: 

No. Demands Amount Demanded Amount Paid ~ collected 
Ismied 

700 L. 237}170 L. 30,h37 12.5 

677 L. 428,t+13 L. 39,lO" 9 • .1. 

651 L. 896,026 L. 730.778 81.6 
? L. 2,952,000 L. 315,271 10.7 

(up to 31. March) ? ? L~ 70,800 

It appears t.liat in 1972 the payments relate to a special 

Decree and ther.fo:;-~ cannot be regarded as normal. In 1973, 
ya;yments are around 10 times ~he previous normal years. 

This re.fleets b. ~eat increase in the efficiency in the 

despatch of demands but a deficiency in the collectiono 
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(iii) Problems. The enf'orceru.e~nt of collection is related to the 

emission of appeal deciHions by the Customs Directorate. 

If peyments are still not ma.de <dte;· the rejection of the 

appeal, the Customs are al.lowed to detain futu1c imports 

until plcyments ar2 made. A further com.plication is that 

many demands relate ti> mdnor am:f.ssions (say, a technical 

fault in obtaining a liberation) which do not justify insist

ence on payment which would ultimately be fol.lowed by reim

bursement. 

The two quc::tiono of delay in the tranmnission of appeal 

decisions s.nd the ~-c.e ssa:ry demands are the subject of 

present enquiry. 

h) WAREHOJSE CONTROL 

(i) Objective. To establish a cystem. capa.ble of prohibiting the 

illegal extraction of pa . ..:!kages from tLe Customs Warehouses. 

(ii) Progress. The two aspects of -Jhis sub-project a.re the 

assumption of warehousing ir the ports by the Port /u&thori 7-y 

(ENP) and the establiRbmer.!.G of t. dc;::umentary system capable 

vf adv"isi..ne; the Director General of irregullirit:iEs :Ln the 

c.cnt.rol 0:: eadi Administration' z warehouses. 

In July l972, I advised the Sub-Secreta.ry of' Haci{!:ida that 

in m~/ op.inion the ENP should take over responsibility for 

Custom.s Warebousing at least in the ports because: 

1. Warehousing is not a Customs i'u.L...!tion. 

2. Cargo storage and manipulation would be facilitated by 

the Petter equipment, expertise and budget facilities of 

the ENP. 

3. The Customs could redu.ce personnel and thereby cost to 

the Ck"vernment. 

The proposal. wa.s not acceptable. After the change o:f Govern

ment in .December~ 1972 I repeated my advice to the new Sub

Secr~tary and it found favor with h:1:m. and the new Minister of 
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Hacienda. Subsequent discussions were held between th.e 
Ministers of Hacienda. and Economy and ENP and these led to 
a decision that KNP would :immediately C'JJ!Einence a study of 

their budget needs to enable them to ' ~e· over wa.rehau.6ing 

in La. JeibaJ Tela, Ams.pa.la, Trujillo and Roatan as tra:n 1 

January, 1974. This was CtillJlPleted on schedule and the major

ity of the installa/1'.iions a.Te now taken ov.er. 

As a corollaey to this development~ an im;proved documentary 

control was established in the Customs .Di:rectorate in April 
1973. It began as a pilot exercise for the Administrations 

ot Toncont!n and La Mesa but has operated so success:f'ttly that 

it has been Extended to th1e six largest administrations. 

Although contI·fll. of the wSJrehouses by ENP improves efficiency 

and reduces the [lOssibility of frat.du1ent extraction, it does 

not absolve the customs Di.lrectorate from ·the responsibility of 

seeing that all deliveries trom warehouse are leg~ ma.d.P. 

The object of the new systeJ'I\ is to suppl;r periodicaJ.1¥ to the 

CUstc::ru; Director a list of packages :from ea.ch Admin:f.strati. 1 

shown in the records as be•"i..ng no proof of deli very six months 

or more after (;heir arriv The Directo:r may then send Field 

Audi"'Jors to check the itemi3. The new system. ha.s also reduced 

the number of' perso!1!1.el emplo;red in this office. 

(iii) Probl.ems. • None 

1) PERSONNEL TRAINING 
(i) Objeet:i.ve. To create and i11aintain a training institution for 

in-service staff in all aspects of CUstom13 work. 

(ii) Progress. The first sub-i:;roject to get under way (in September,. 

1972) was the Customs Training 8cllool~ Seven selected instruct

ors from the CU.Stans Directorate were given a course of teach
ing techniques at the c.c.T.I. and on 2 October, 1972 a general 
course began for 30 particji~yants. By- March,. 1973 a total of 88 
Customs participants and 1.5 Customs Cl.ea.ring Agents had received 

general Customs training. 
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In Marcil~ 1973 the 8¢hcl01 waa incorporated in the M.1.nistcy 

of Hacienda Trajnjng CEllltet." which we had organised a.s a 

joint Ministr,y-USAin Yfl!nt\.Q.-e with a full-time Director. 

IUring the suaequent 14 1'0Jlth8 I continu~d organising 

Customs courses and. ldltin!~trators' S~>minars but on a 1110re 
specialised basis -.nd. ~lp was arrauged from visiting 

lecturers from ICAP,_ Ccnata Rica. Up to the close of the 

Advisory Program, the- Center has completed the following 

course: 

Material P&i~icipa.nts M~Lhours 

Liquor Control 37 1073 
Import-Export 33 825 
Customs Investigation 44 1100 

Customs Law 34 884 

Customs Organ. and AAld.nistration 32 Boo 
Ta.riff Nomenclature 31 775 
Custom.a Valuation 36 900 

Customs Policy 21 630 
Customs Accounting 26 1532 
Arithmetic 16 48o 
Textile A.naJ3sis 30 720 

Administrators' Seal Pat's 34 476 

The Training Center is now established as a pennanent 

in.Btitu+ion and is ~~ted to continue as a Ministry of 

Hacienda dependency when the USAID financial contribution 

ends in December, 1974. 

(iii) Problems. None 

j) HEADQUARTERS REORGANI~O! 

(i) Objective., To eatabl.is:h a new structure for the Customs 

Directorate incvrp<>Nti.ng ~ and reformed departments in 

order to delegate re~1n.aibili t:r, im.p1-ove supervision and 

discipline,. simpllt;f 'lJ.l:~s and establish work priorities. 

(ii) Progresa. Between J~· and l)ecember, 1973 a Commission va.s 

formed wi\ih rcpreB~tiJ.Te• f:rom the Ministey of Hacienda 
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and Customs and niyself to draw up a new structure for the 

Custans service. Much of' the work la.id to this Commission 

was supplem.enta.ry to the~ ma.in points of my program but it 

contained important budget proposals for the inclusion of 

new departments in the Customs H.Q. The supplementary 

conBiderations included a separation and definition of 

respo~sibilities of the Director, Sub-Director, changes in 

duties and staffs of sOine H.Q. divisions new pay proposals, 

a clear definition of f11nctions for every department of 

Cu:::toms, etc. 

The work was not CCJllPle'.l;ed in time and some confusion 

occurred over the di'fis:Lon o.f the work into short-term and 

long-term objectives. '.rhe matter was further delayed by the 

appointment of the Ministry of Hacienda representative as 

Sub-Secretary and a.l.thou.gli action was ta.ken picemeal on 

many of the Commission's recommendations, the final work was 

never satisfactorily conrpleted. 

In spite of this confu.s:i.on the following concrete results 

have been obtained consc~ent on the Commission' s deliber

ations: 

l. Budget approval was obtained :for, and subsequent action 

taken on the creation of new departments of Liberation 

Control, Investigation Branch and Laboratory Analysis. 

2. Civil Service camnenced a study of job reclassification 

in the Customs Serv:tce. 

3. Work reforms were specified for the existing departments 

of' Warehouse Contro1,. Field Audit and Entry Revision 

Section. 

So little organization remains to be done that it would be 

simpler to deal. separate~ with each issue. The bulk or 
the remaining work is the preparg,tion of internal regulations 

a.nd compilation of the various Customs Laws and enactments 

but this work is outside the present scope of the Advisory 

Program. 
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(iii) Problems. The main probl.em. is to decide whether the re
maining work should form part of a new Ad.visory I'rograzn. or 

whether the Mini&trJ would appoint a full-time Commission 
to complete the task. 

k) Nt~COTICS 

My activities r~ga.rding narcotics have not constituted a 

separate sub-projec-t. I have reported on occasions to the 
Embassy Drug Committee c)n the Customs function relative to 
narcotics and on equipment and tra.in.ing needs for them and the 

Ministry of Hacienda. Police. I have also assisted the 

Narcotics Division of C.E.S. in drafting a new Narcotics Law 
but this project is onq in its initial stae~s. 

1. FISCAL EXPORT INCENTIVI<..~ 

(i) Objective. To initiate schem.es ol fiscal incentives to 
promote exports. 

(ii) Pro~ess. In my TDY report to the Government in J~, 1971 

I suggested the setting up of a drawback or "bond" scheme 
to permit the use of du:cy-f'ree raw ma.tierial in manufactured 
products for export. B<>th schemes were in fact legislated 

by Acuerdo 43 of January, 1972 so that when this program began 
in Jucy, 1.972 they were al.ready in ope:ration. In conjunction 
with the Directorate of Econom;y a.nd Commerce of the Ministry 
of Economy I gave a ser:tes of lectures to the Private Sector 
on the operation of: these schemes and wrote articles for 
publication in Ministry of Economy pamphlets. I also visited 
all the mamifacturers whom I considered would benefit f'ra.n 

the use of the schemes and explained their operation. 

Both the i'Drawback" and the "Bond" schemes a......-e now in 

eI'feeti ve use by- the small number of ma.mifacturers to whom 

it applies. 

Throughout 1973 the UllCTAD schem.e known as the "Generalised 
Sy'stt:!!llS of P.J;-e:ferences" began to come ·to the force a.s the 
various donor countries published the tariff preferences which 
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they were prepe.red to admit to the developing countries. I 

I attended a U.N. Se'llina.r on this subject in November, 1972 

in Guatemala and throughout 1973 assisted the Ministry of 

Economy in the dissemination of this information to exporters 

who would benefit from the concessions. 

The question of a F!'ee Zone or Port development and the exist·· 

ill€; bondt:?d warehouse system are loose~ connected with Export 

Promotion and I have included thib subject matter in my 

lectures on Export Promotion. In early 1973 there was much 

interest in the Ministries of Hacienda and Ee momy in the 

creat:i.on of a Free Factory Zone or Free Port in Puerto Cortes 

and the ER"P was asked. to do a confidential study on the 

possibilities. The Sttb-Secreta~J of Hacienda asked me to do 

a report on my ideas on the subject and this was transmitted 

to the Director of ENPo His completed study was given to the 

Minister of Hacienda late in 1973 but as it is confidential, 

I have not been able to review it. 

Apart f'rom periodic consultations, this project has been 

regarded as successfully concluded since about Ju]¥, 1973. 

( lii) Problem 3. None 

PART IV. CONCLUSION 

Much of the p1a.nn1ng of this project was completed before March, 1973 

but it was not until that month, with the advent of the new Minister and 

Sub-Secretary of Hacienda and the Customs Director, Sr. Ricardo Perdomo, 

that any implementation was accomplished. In the twelve months follow

ing that date, the structure of the Customs H.Q. and ~nforcement units 

have been entirely changed a.J.ong the lines planned at the outset of the 

Advisory :>rogram. The notable exception has been the Alcohol Law. 

The time of termination of the AID assistance and its continuance by the 

British Overseas Development Ministry is felicitous because we are now 

entering a new p1an of activities. The future emphasis will be on the 

development of the new institutions now established and the o~ ground

work now remaining is the Alcohol Law. 
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I do not regard the present state of the program as complete in itsel.f', 

but the achievements ms.de possible by the unstinted cooperation offered, 

have far exceeded my original hopes. I wottld like to mention specifi

cally Lie. Ma.nu.el Acosta Bonilla, Lie. Ricardo Reyes, Lie. Marco TuJ.io 

Banegas, Sr. Ricardo Perdano and Lie. David Chinchilla, who have been 

the active force in this extensive reform. In my opinion, tne new 

developments which they have engendered have given the Honduran Customs 

a lead o-1"er the Customs Aclministrations in the Central A..l'flerica area, 

and the next yea:r must be devoted to ensurj.ng that tht:?se new instruments 

are effectively employed. 

30 April, 1974 
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APPENDIX ON STATISTICS 

The average annual rise in Customs collections between 1.962 and 1.972 is 5.5;,. 
The J_.ise of 1973 over 1972 was 16. 5% and that for the first wuarter of 1974 

over 1973 something over that !JllUnt, ta.king into consideration the coffee 

exp-.1rt; situation (see below) • 

Although it is unsafe to relate a Customs Advisory pro{U'am to the movement of 

Customs Revenue, I feel justified in cla:im1 ng much of this increase as being due 

to the Ministry• s adoptlon of procedures put forwax·d in the progrrun. The rise 

in world prices would account for no more than 2.'t, increase over the normal growth 

rate. A more detailed report on the subject was sent to the Division Chief in 

November 5, 1.973. 

In the following chart, Import Inties include all the Budget divisions 14ol to 

1412 pl.us the 6% surcharge on liberations. Expo1t IAtties include 1501. to 1.508 

and Aguardiente is J.320. 

Item 

Import futies 
Export D.I.ties 
Aguardiente 

Item 

Import Thl.ties 
Ex:port Ill.ties 
Agu.ardiente 

1972 1973 
51,684,453 55,74o,546 
5,971,923 ll,457,421 
9,895,225 ll,498,750 

67,551.,601 78' 696' 71:/ 

1973 (Jan-Mar) 1974 (Jan-Mar) 

12,953,000 i5,798,800 
3,38o,500 2,51.9,361.* 
2,686,000 2,878,900 

19,019,500 21,197,061 

Rise or Fall % 
+ 4,056,093 + 7.8 
+ 5,485,498 +91.9 
+ 1,603,525 +16.2 

+ll,145,ll6 +16.5 

Rise or Fall % 
+ 2,845~800 +22.0 

861,1-39 -25.5 
+ 192,900 + 7.2 

+ 2,177,561 +ll.4 

*This figure is very much distorted by the fact that coffee held for export has 

been retained awaiting a :f.'avorable trend in the world price. Thus the apparent 

loos of' Lps .. l,130,000 on coffee export duty will be at least in part compensated 

for by future increased exports. 




