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SUMMARY AND RECOMMENDATION

BORROWER: The Government of Honduras. The executlion of the
project will be the responsibility of the Ministry of Health
through its Servicio Nacilonal de Erradicacion de la Malaria
(SNEM) .

AMOUNT OF LOAN: Not to exceed $1,170,000, all or substantially
all for local-cu¥rency expenses.

LOAN TERMS: Repayment over a L4O-year term from date of first
disbursement of loan funds, with a 1O-year grace period on
amortization of principal. Interest will accrue at the rate
of 1% annually during the grace period and 2%% annually there-
after on the balance outstanding.

TOTAL COST OF PROJECT: $2,888,000

GON Budget: $1,170,000

A.I.D. Loan: 1,170,000

$2, 340,000

PAHO /UNICEF ¢ 500,000

A.I.D. Grant (TA): 148,000

iQ;gggzOOO

DESCRIPTION OF PROJECT: The loan will enable the GOH to

conduct a three-year reglonally coordinated malarias eradication
program. The program will consist of an intensification of the
spraying campaign which SNEM has carried on for the past nine
years, and at the same time a mass medication campalgn to reduce
the number of human carriers of the disease. In this manner,

by attacking the disease in both mosquitoes and people, 1t is
expected that transmission will be interrupted and, with
surveillance and control efforts by the GOH thereafter,
eradication will have been achieved.
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PURPOSE OF PROJECT: 'To cradiceate malaria 1vom Hondwras in
conjunction with a CA reglonal effort, thereby improving the
health level of the population and increasing the productivity
of areas now at risk to malaria, and allowing most of the
funds that GOH's future budget would otherwlse allocate to
malaria control to be diverted to other essential activities.

BACKGROUND OF PROJECT: The malaria eradication campailgn that
began in 1957 in Guatemala, El Salvador, Honduras, and
Nicaragua has been successful up to the present, with the 5
majority of the malarial areas (79,000 KM® out of 109,000 KM
in Honduras) now virtually free of the disease. During the
past year, liowever, the incidence of malaria began to rise due
to the increasing resistance of the mosquitoes to insecticides,
and the nced for an intensive campalgn to eradicate malaria from
the region was recognized by the host governments, PAHO, and
A.I.D. Yollowing an ARA/LA CAEC Meetlng on May 10, 1965, the
four host governments were advised that A.TI.D. would flnance

50% of the local cost component of a PAHO/A.I.D.-approved
regional eradication campaign, supplementing the Grant
assistance of past years with loan funds, and thils Capital
Assistance Paper reflects the application received from the

GOH for assistance in its portion of the regional campaign.
Similar applications received from the Government of Guatemala
and the Government of Nicaragua are being processed
simultaneously with this request from the GOH. The Government
of E1 Salvador has pledged full cooperatlion in the reglonal
program, and plans to finance the Salvadorean portilon wholly
from its own reserves.

ALTERNATE SOURCES OF FINANCING: As an all or sunstantially all
local cost financing, this project is not sultable for the
Export-Import Bank. The IDB and IBRD have also informally
indicated they are not interested in financing this project.

VIEWS OF COUNTRY TEAM: The Country Teem gives this project a
high priority on both social and economic grounds, and
recommends authorization of this loan.

STATUTORY CRITERIA: All statutory criteria have been or will
be met.

RECOMMENDATTON: Authorization of a loan to the Government of
Honduras for an amount not to exceed $1,170,000, subject to
the following terms and conditions:
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Intercst and Repayment Terms

The Borrower shall repay the loan to A.L.D. in

United States Dollars within forty (MO) years from the
date of first disbursement under the loan, including a
grace period not to exceed ten (10) years. The Borrower
shall pay to A.I.D. in United Btates Dollars on the dis-
bursed balance of the loan interest of one (l) percent
per annum during the grace period and two and one-half
(2%) percent thereafter.

Other Terms and Condltilons

1.

Prior to the execution of the Loan Agreement PAHO/W
and AID/W formally shall have approved the Honduran
Technical Plan and the Reglonal Coordination Plan.

Prior to the first disbursement or the issuance of the
first commitment document under the Loan Agreement the
Borrower shall furnish A.I.D., in form and content
satisfactory to A.I.D., a schedule of its contribu-
tions to the project during the estimated disbursement
period of three years from the date of execution of the
Loan Agreement. The Borrower shall accompany that
schedule with evidence satisfactory to A.I.D. that 1t
will provide the contributions called for by the
schedule.

Prior to the first disbursement or the issuance of the
first commitment document under the Loan Agreement the
Borrower shall furnish A.I.D., in form and substance
satisfactory to A.I.D., evidence that the contribution
to the Projectundertaken by UNICEF will be available

on a timely basis.

Borrower shall covenant faithfully to carry out its
national Technical Plan and the Regional Coordination
Plan, and to obtain the approval of A.L.D. and of

PAHO before modifying its national Technical Plan or
agreeing to a modification of the Regional Coordination
Plan.

Borrower shall covenant that, except as A.I.D. may other-
wise agres, no funds made avallable to the Borrower by
A.T.D. under the loan shall be used to pay the salary or
related expenses pertaining to any poslition existing in
the Borrower on the effective date of the Loan Agreement.

Borrower shall covenant to give full cooperatlon to such
persons as A.T.D. may nominate to monitor Borrower's
performance under the Loan Agreement,
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T. The Borrower shall covenant that it will maintain
the Servicio Naclonal de Erradicacion de la Malaria
(SNEM) as a separate administrative, loglstic, and
technical entity within the Ministry of Iealth for
the purpose of fmplementing the Project.

8. Borrower shall covenant to provide the resources
necessary to achileve the eradlcatlon of malarle within
its territory and to prevent the reappearance of
malaria in that territory; and in furtherance of that
undertaking Borrower shall covenant to consult
periodically with representatives of A.I.D., or such
persons as A.I.D. may nominate, during at least the first
flve years after the last disbursement.

9+ Equipment, materials and services (except shipping and
marine insurance) financed under the loan shall have
their origin in and be procur=d from the United States
or Member Countries of the Central Amcrican Common
Market. Shipping financed under the loan shall be
procured from the United States, and marine insurance
financed under the loan shall be placed in the
United States with a company authorized to do marine
insurance business in any state of the Unlited States.

104, United Btates Dollars utilized under the loan to
finance local currency costs shall be made availlable
to Borrower or its designee through appropriate
procedures and shall be used only for procurement in
the United States.

11. The loan shall be subject to such other terms and
conditions as A.I.D. may deem advisables.

PROJECT COMMITTEF @

CConuolly/NCohen
Dr. FVintinner
EDuerst

JOleson

Loan Offilcers

Public Health Advisor
Desk

Legal

s2 co ose eao

Drafted: CConnolly/FVintinner/NCohen
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SECTION I - DETAILED DESCRIPIION OF PROJECT

A. BORRCVER

The Borrower will be the Govermment of Honduras, with
responsibility for execution of the project residing in the
Ministry of Public Health.

Day-to-day operations under the project will be carried out by
the Servieio Nacional de FErradicacion de la Malaria (SNEM), an Agency
of the Ministry of Health established in 1956, which has conducted
a successful, although necessarily limited by budgetary restrictions,
malaria control and eradication campaign in Honduras over the past
10 years.

This project will be an expansion and intensification of the
work which SNEM has performed successfully in the past, with not
only a high level of activity within Honduras called for but also
a new factor: recognition of the importance of coordinated two-
country and three-country action in malaria eradication eclong
the frontiers. The SNEM of Honduras recognizes this need
for regional coordination, and based on past performance and stated
intention, appears capable of executing the project successfully.

B. RACKGROUND OF PROJECT--MALARIA ERADICATION IN CENTRAL AMERICA

1. Historical Background

Central America today is the beneficiary of a progressive
fall in the malaria rate over the period of the lact ten years. It
is estimated that less than 20% of the original incidence of malaria
remainsg. One is therefore tempted to conclude that malaria 1s no
longer of prime importanc Recopgnizing that the disease cannot
remain static but increc s or decreases, depending upon the effort
made to control it, it is pertinent to consider the original status
of malaria.

In 1he total population of Latin America (230 million),
111 million pecoplo (H8.5%) now live in areas which werce originally

malarious. In the isthmus of Central America, where the Lropical
conditions permil perennial mosquito brecding and malaria Lransmission,
approximately YO% of" the population iive in arcas which were

oniginally al risk Lo malaria.
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Sixly ycars ago during the construction of Lhe Panama Crnal,
Gorpgas observed thal, the malaria rate in Lhe Canal Zone was equivalent
to 1,263 hospital admissions per 1,000 populution. The Freneh tailed
to build the canal for lack of effective malaria control. The
United States was able to achieve this resull because of an intensive
anti-larval campaign under the leadership of Gorgas.

The early records in the Central American countries indicate
that hyperendemic malaria with infection rates of approximately
50% involved those populations distributed adjacent to the foothills
nand Towlands where the veetor breeding is predominant.

It was nol by chance thal the major citics of Cenlral America
have been catablished at high olevations.  Prior Lo the institution
of anti-malavia measares, Lhe constlal lTowlands were largely
uninhabitablic.  Phe marked postwar agricul tural developmenlt ol sugal
and cotton along Lhe Pacifie coast bears o diveet retabionship to the
reduction ol human reservoir of malaria parasitles.

2. Technical Strategy

Although anti-malaria programs have been operative in
Central America for over sixty years, the over-all endemicity of
the disease was not significantly reduced except in areas such as
the Panama Canal Zone where intensive anti-mosquito measures could
be taken. Control measures were limited primarily to larviciding
and water control measures, which served as a direct attack upon
the breeding habitat of the mosquito population. The impossibility
of financing anti-mosquito measures of this kind throughout the
cntire isthmus limited its applicability.

The andvenl of Lhe residual inseclicide, like DDT, permitted
the application off o new principle which was adopted for the tirst
Cime by all member countrics ot Lthe Wordd Health Assembly at ils
FO55 meclineg in Mexico City.  This principle was based upon the
roeduction of Lhe parasile reservoir in hnmans cnd nol upon Lhe
climination of Lhe mosquito in ils outdoor breeding locations.  The
strategy was to spra; all houses in malarious aveas wilh DDI' for
the purpose of preventing mosquitoes from transmitting infections
from potentially infected to non-infected people. The residual
insecticide was not intended to reduce the total population of
mosquitoes. This method was to be supported by case finding which

sought to locate and treat all malaria cases.
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i This stratepy was (irst applied successfully on a large
~seale in the United States, where the elimilnation of the reservoir
of parasites ‘within the human population was achieved before 1950.
In the absence of parasites, the abundance of mosquito vectors

was no longer significant. However, it is essential to understand
that the potential for an outbreak always exists if an undetected
case of malaria is introduced in an area where the breeding of a
vector mosquito is plentiful.

The normal duration of a malaria eradication program is
approximately 10 years. The first two years are involved in
definition of the malarious area and the development of an
organization to carry out the campaign. The next four years are
involved in a program of residual spraying which is referred to as
the attack phasc, and the final four ycars are applied to casec
finding and detection of residual cases with radical treatment.
Since the official policy of eradication was not established prior
to 1955, most did nol actually begin to implement campaigns until
1956 or later. Guatemala, Nicaragua, El Salvador and Honduras
began their programs approximately in 1958; even though much of
the basic preparatory work had already been done by this time,
one should allow at least eight years for the completion of an
eradication campaign in these countries under optimal conditions.
Therefore, one could not have expected completion of the CA
campeigns prior to 1966. I

Basically, the technical strategy is not complicated.
Organizational requirements are uncompromising and rigid due to
the necessity for implementing the concept of comprehensive national
coverage. Campaigns have not been easy to impleme=nt because they
have placed enormous demands upon the organizational ability of
Public HPealth ministries where no prior experience existed in
national campaipn management. It is therefore not difficult to
discover organizational and administrative difficulties in each
of the Central American programs. In spite of these deficiencies,
careful reviews of the Central American problem areas by the
Pan American Health Organization, A.I.D. and most recently by a
United States Public Health Service team indicate that the serious
problems are technical and not administrative. The major cause
for delay in the completion of the Central American programs has been
the development of resistance by mosquitoes to insecticides in
the agricultural communities of the Pacific Coast. The reason for
this development will be explained in the next section.
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In the Latin American region, eradication of malaria is
an accomplished fact among 14,4 million population, including
Venezuela, Chile, Puerto Rico, Barbados, Grenada, Martinique and:
Santa Lucia. '

An additional 42.5 million are in the final phase, includ-
ing British Honduras, Jamaica, Trinidad, Tobago, Dominica and
Guadeloupe.

The residual problem is small in Bolivia, Argentina,
Costa Rica and Ecuador.

Currently, 96 million population are protected by anti-
malaria campaigns in 20 Latin American countries. The total
malarious population of ‘the countries of Central America and
Panama are 9.2 million, representing less than 10% of the total
Latin American population at risk. The current program status in
cach of the four Central American countries where A.T.D. now assists
programs is given in the following table.

CURRENT STATUS OF MALARTA ERADICATION IN GUATEMALA, NICARAGUA,
TONDURAS AND FI, SALVADOR, BY POPULATION, 1963

(000)

Original Consol -~ Total

Total Malarious idation  Attack in
Population Population Phase Phase Program

Guatemala 4,120 1,912 1,234 678 1,912
Honduras 2,008 1,892 9kl 951 1,892
Nicaragua 1,767 1,697 668 1,029 1,697
El Salvador 2,511 1,641 - 1,641 1,641
Totals 10,506 7,102 >, 8L3  L,299 T, 1h2

=}

¥ Fxtracted Trom Report on the Status of Malaria Eradication
in the Amcricas, Pan America Health Organization, Directing
Council, XV Meeling, 10 July 196k.

This table indicates that approximately TO% of the total
population lives in areas which were originally at risk to malaria.
All of the areas at risk are now included within an active program.

In 80% of the population of these four countries, there is either no
malaria or malaria
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is under satisfactory control by present methods. A total population
of approximately two million within the four countries form the
Vpopulatlon proup with special technical problems not amenablc -to

the spraying of DDI' alonc.

T4 is importaut 1o bear in mind thal the principal malaria
carrying mosquito of® this area is anophcles alblimanus, a vector
which brecds in the coastal lowlands below an altitude of 3,000 feev.
Milaria tronsmission along these coustal lowlands forms the principal
I'ocus br rcinfection ol other potential malarious sareas within
Central America. Al the onsct of eradication campaipns between
1956 and 1958, total coverage of all malarious areas was thoroughly
carried out. The malaria rates bepan to fall as indicated by the
slide positivity rate. For example, in Guatemala in 1958, 20.6%
of all slides teken were positive. By 1962, the positivity rate
had fallen to 1. 857 In Bl Salvador in 1959, the positivity rate
was 24.6%. In 1963, it had fallen to T7.5%. In Honduras, the
positivity rate fell from 10.85% to 2.47% between 1959 and 1961.

This rapid reduction in positivity rate reflected the
interruption of malaria transmission within the confines of the
original malarious area. As the reservoir of parasites in humans
fell, it became possible for the first time in the history of
Central America to undertake the consisteunt progressive development
of cotton and sugar along, the Pacific Coast lands. The increasing
demopraphic shift of population {rom the highlands to the Pacific
lowl ands introduced a large susceptible population into arcas with a
high potential for malaria transmission. For example, it is
estimdtld that the coastal population in El Salvador is now double
that of 1958,

While recent history has indicated, as it has in many other
parts of the world, that the immediate impact ol a malaria program
is to produce a redistribution of population into lands formerly
uninhabitable due to malaria, this migration alone has not been an
insuperable problem. It has meant a readjustment in program manage-
ment to cope with the large influx of population. Serious technical
difficulties developed primarily when cotton growers began the regular
use of crop spraying and dusting. The effect of extensive aerial
spraying resulted in the elimination of susceptible mosquito species
with the survival of resistant vector species.

With the development of insecticide resistance and a change
in insect behavior towards residual insccticides, it became-necessary
for the campaign 1o utilize alternate anti-malaria methods. . Drug
treatment and anti-larval methods were Tield tested on an increasing
scale. Their use has not yct been used widely enough to vroducea,
majdr impact on the eradication campaigns duo to LHCTGdSEd costs of
labor. : : Lo ' :
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It is recognized that these alternate measures would he
more expensive than the standard residual insceticide approach.
Reecopnizing, in perspective, Lhat these problem populations of
Central America torm onty 2% of Lhe total populalion covered by
present malavia coompaipgns in Latin America, there remains no
alternotive bulb Lo intensily the alttoack by o varicly of nonspraying
moebhods o spite o possible cost incroeasc.

. Conscquences o1 Program Withdrawal

The malaria campaien in Central America has inherited a
problem of ils own making. Its impact has becn successful enough
Lo permit the redistribution of the highiland populations to the
formerly malarious coasts. The reservoir of malaria parasites
has remained at a very low level. However, the mosquitoes are
breeding at the same level as previously, since the modern
eradication strategy makes no attempt to eliminate the mosquito in
its nutural breeding habitat. If the campaign is terminated, the
inevitable result must be that the widely prevalent anopheies
albimanus will transmit infection from the remaining human rescrvoir
of parasites so that infection will once ngain become widespread on
the coasts. If this develops, the agricultural population will be
abliged to retreat to the highlands.

The loss ol Lthe Pacilie Coast apricultural economy and the
recrowding ol the highland populations of Central America would be
only o part of the results of program withdrawal. The parasite,
whiich knows no political boundaries would be disseminated through
micratory laborcers and travelers to adjacent territories in the
Americas from which malaria has already been freed, as for example,
British Honduras and large parts of Mexico.

5. United States Policy on Malaria Eradication

The United States has been actively interested in anti-
malaria programs since the end of the last world war. While these
programs experimented with the use of residual insccticides, endorse-
ment by the United States of the worldwide malaria eradication
program did not take place until a resolution to this effect was
supported centhusiastically by the United States delegation, represent-
ed by the United States Public Health Scrvice, at the EighthMeoting
o Lthe World Iealth Assembly in Mexico in May ol 19545,
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United Staben Congrecsionnl Leglislation to thisrcftecﬁ

was pussed in geclton 120 o the Mutual Scearity Act ol 1957,
which aslatad as rollows: '

"The Congyess ot the United States, recopnizing that the
disease of malaria, because of its widespread prevalence,
debilitating effects, and heavy toll it human '’ e, con-
stitutes a major deterrent to the efforts of many peopie

to develop their economic resources and productive capacities
and to improve their living conditions, and further recogniz-
ing that it now appears technilcally 1easible to eradicate
this disease, declares it to be the policy of the United
States and the purpose of this Section to assist other
peoples in their efforts to eradicate malaria."”

Congress has continued to support this program even though
the Agency for International Development has removed the program as
a specific line item in the A.IL.D. Congressional Prerentation. In
the debate on Forcign Assistance Act ol 1963, Mr. Passman stated
the [ollowing:

"Mr. Chairman, I want to mention now the Malaria
Eradication Program which is scattercd throughout this
entire Bill. We have never cut this program since its
inception.

"The gentlemen irom Massachusetts [ﬁr. Cont§7 had an
interest in this particular program. I discussed it with
the gentleman. We are today making legislative history
here to the effect that the reduction we are recommending
should not apply to the malaria eradication program."”

Executive history has also been favorable to the program
since 1957. On Marcl. 30, 1962, President Kennedy issued the following

statement:

"I am proud ot the part which the United States is playing
in the worldwide malaria eradication campaign. We have
congquercd malaria in our own country. Now through the
Apency tor Tnternational Development, we are devoting our
Loehndenl skills ond Cinancetal resources Lo bhis greealer
crPort. We are also vigoronnly supporbing Lhe worldwide
teadershiip of Lhe World Mealth Ovganication in bhe
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elimination ol malaria, which involves also essential
participation by allied agencies, the United Nations'
Children's Fund and the Pan American Health Organization..

"Tndced, I :un heartened not only by the progress against
an anetont scourpge but also by the growing cooperation of
many countrics--over 100--working Lhrough these agencies
apainsl o common enemy.  In oa world still sadly torn,

the malaria program cradication campalgn once more shows
that its people can work together for mutual benefit.
Worldwide teehnical cooperation on this scale is very

new in man's history. It holds great promise for the
future.”

Current Executive support was stu::-d in President Johnson's
Health Message to Congress on February 10, 196k:

"Phe United States participates in an ambitious inter-
national effort to eradicate malaria--a disease which
strikes untold millions throughout the world.

"Both my prodecessors committed the United States to this
campaign, now going forward under the leadership of the

World Health Organization. The Congress has endorsed this
objcetive and has supported it financially. We will continue
tu encourapge WHO in its work to cradicate malaria through-~
out the world.

"We will continue to commit substantial resources to aid
friendly nations through bilateral programs of malaria
eradication.”

These statements on policy indicate tie recognition by the
United States that its role is only one of partial suppnrt to the
total effort. It recognizes that the principal responsibility belongs
to each national government where malaria poses a problem. The
United States recognizes .t has no direct control over the successful
execution of a program. In providing support, the United States
recognizes that, in such a massive international effort, there
will be individual govermments which will fail to exert the optimum
effort. But it also recognizes that malaria is a program composed
of three major biological variables: man, the parasite, and the
mosquito. Biological variation and change within each of these factors
will require occasional changes in strategy. In spite of technical
problems, the multiplicity of anti-malaria methods now available have
made it possible for the Secretariat of the 17th World Health Assembly
to record in February 196L: 7 o
"It is the opinion of the Secretariat that there are no areas .~ .=
in the region of the Americas in which it will not e POSSiblerﬁﬂ;_}f;:

to eradicate malaria,,1r e :
' f © UNCIASSIFIED
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G. Financin)l Support by National und Inlernational Apencics

Between 1956 and 1964 »rogram costs have been shared by
national govermments, UNICEF, PAHO and A.I.D. The frollowing
table provides the breakdown of government and A.L.D. participation
forr each of the four countries. The dala fcr Honduras arce for
Fiscal Years 1958 to 1963.

Government
Share A.T.D. Share Total Dollars
El Salvador 62% 5% $ 7,224,031
Nicaragua 419 31% 6,040,000
Guatemala 39% 28% 10,108,35k
Honduras 31% 113% 5,021,500

The United States does have a policy commitment to support
malaria cradication in the Americas. It is the primary interest of
the United Stales that adequale support is forthcoming to mect the
uncompromising requirements off a teelmical plan.

Tn view ol the determination by the TA Reprion thatl

United Stutes grant tunding ol current Central American malaria
programs would be terminated as ol” the end ot Calendar Year 1961,
the Region proposed that loan Funds be made available from

Calendar Year 1965 wnider the terms specified in AIDIO Circular XA-305.
In supplementing grants with loans, the Latin American Bureau based
its estimates of requirements on detailed plans jointly approved by
the four national governments, the Pan American Health Organization,
and the Office of Technical Cooperation and Research of A.T.D.

hese plans reflect the recognition by each of the four governments
that special measures would have to be taken other than spraying

if malaria eradication was to be accomplished. Because of increased
local cost requiremenls, the respective national eradication agenciles
ave appealed Tor assistance to the United States through their
Dircctors and Ministers of Health. Resolutions to this effecl were
recorded in the May aod July meetings in Managua ot the Malaria
Projecl Directors and Minislers ol Health.

RBecause of the mousquito resistance problem in the
Pacific coastal arcas and because malaria transmission was not being
interrupted by house spraying with residual insecticides 1in these
areas, the Communicable Disease Center, USPHS, was requested to
make an assessment of the malaria programs in four countries
(El Salvador, Guatemala, Honduras, and Nicaragua) to which A.I.D.
was providing assistance. This assessment lead to the development
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of Lechnical pluns for a program which would involve mass drug
Lrontment for the people 1iving in the coastal areas, continual
nse of inscclicides in areas where they were cffectlve, and
protection of arcas which had been freed of the discasc. These
revigsed and intcnesificd programs requirce larger budgets than are now
available.

Following the U. S. Public Health Service (PHS) Team
assessment in early CY1964 of the malaria eradication programs in
Guatemala, Honduras, El Salvador, and Nicaragua, and a subsequent
Joint A.I.D./PHS/PAHO on~site study of country plans in July,
1964, an A.I.D./PAHO proposal for a three-year loan-financed
malaria eradication program was developed and presented to the
US AID's, Servicios Nacionales de Erradicacion de la Malaria (SNEM'S),
and the Ministers of Health during the A.I.D./PAHO group visit
in July 1964. Reaction was generally favorable on the part
of all concerned, and the Health Ministeries, US AID's, and ROCAP
began developing technical and financial data adequate to support
requests for A.I.D. loans.

A.T.D. had determined that for purposes of inter-agency
technical coordination a comprehensive Plan of Operations should be
completed by the local SNEM's specifying the program strategy
and detailing ithe local cost budget requirements, snd that this
Plan, which came to consist of four national Technical Plans plus
a f7ur—country Coordination Plan, must be approved by PAHO and
ATD/W.

In early CY1965 the first Technical Plans had been com-
pleted and submitted to the US AID's and PAHO; however, PAHO found
that three of the six Technical Plans required revision, and the
four-country Coordination Plan had not yel been drawn up.

At the end of April, 1965, PAHO called a meeting in
Washington of the CA/P Minister of Health, SNEM Directors, and
UNICEF and A.I.D. rcpresentatives to discuss the regional technical
aspects ol' malaria cradication. At this meeting a regional approach
was agrceed upon, the need for and availability of A.T.D. loan
financing was rccopnized, and it was dcetermined that a working
sroup would be established to develop coordinated Technical Plans
{or each country and the region.
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, At a meeting in Panama on August 13-18, the Central
America and Panama Health Ministers established a Coordinating
Committee for malaria eradication throughout the region, and a
meeting of this committee was scheduled for September 6-8 in
Guatemala to review their completed-~-and revised--Technical Plans
and to develop a comprehensive regional Coordination Plan. At
this September meeting the four Technical Plans and the reglonal
Coordination Plan vere reviewed and concurred with by the SNEM
Directors involved and representatives of PAHO, UNICEF, and A.I.D.,
and following final revisions, reproduction, etc., were to be
forwarded to PAHO/W for approval.

A loan request had been received at the close of 1964 from
the GOH for $1,415,000, equivalent to 62% of the GOH/A.I.D.-
financed portion of the proposed three-year eradication campaign.
In October, 1965, this loan request was reduced to $1,170,000
and the GOH contribution raised proportionally, in keeping with
the 50% ceiling on local cost financing stated by AID/W a year
earlier and reaffirmed in the ARA/LA CAuC Meeting of May 10, 1965.

As the SNEM budget request for (Y1966 had been submitted
prior to October, 1965, and the additional funds required to make up the
increased contribution would not be available until 1967, AL Db agreed
to the proposal that the GOH contribution be paid in in ascending
amounts over the second and third year of the project.

C. Country Team Comment

The proposed three~-year malaria eradication program will attack
a disease which debilitates a portion of the population of Honduras
and has in the past rendered areas of high agricultural potential,
especially along the Pacific Coast, practically uninhabitable. The
benefits of this eradication program in a social sense, through
improved health and living conditions, and in the economic sphere,
through the opening of new lands for agriculture and the greater level of
protection for areas already reclaimed from malaria, will be enormous.

The Country Team considers this project to be of high importance
for Honduras and the region, and gives full support to this loan

request.

D. Alternative Sources of Financing

As this loan involves no, or insignificant, U. S. dollar procurement,
the Export-Import Bank has not been contacted.

On October 11, and 12, 1965, IBRD and IDB, respectively, indicated

informally that this financing would not be considered suitable for their
institutions. e

UNCLASSIFIED




B ORRDISIIR.AAS

i i !
8s° 86° 84°

ISLAS DE LA BAMIA ‘ Rass
e 15° <= |$.‘ = 8

CETAISSVIOND

1. UNDER OBSERVATION

TN CONSOLTDATTON

| FREE OF MALARTA 86° 86° | o
SR i i i
STATUS OF HOWDURAS MALARTA ERADICATION PROGRAM, Februsry 1965 -




13- © UNCLASSIFIED

i TECHNICAL ANALYSIS

1. Descriplbion ol Program

Phic program began in 1957 and 1o now plamed Lo tLerminate
in 1908, The program congists of' owr phases, (1) the preparatory,
(mapping and numbering of honses--reconnalssanee and epldemiological
studics to define malurious areas); (2) the attack‘(spraying of
houses with insccticides, larviciding, und/or drug treatment of the
people); (3) consolidation (epidemiological surveillance  for detection
of malaria cases); and (U4) maintenance (prevention of reintroduction
of malaria into areas frec of malaria).

There are included in the program 108,889 square kilometers
(90% of total land area of the country) where 1,851,000 people live
(87% of the country's total population). The preparatory phase
has been completed and the attack vhase is in process in some areas
while other arcas are in consolidation. A total of 79,217 square
kilometers are now in consolidation, with a population of 1,518,000
representing 89% of the country's population living in previous
malarious arcas. The present attack phase involves 22,150 square
kilometers with a population of 333,000. It is expected that the
attack phase will be completed in 1968 at which time all previous
malarious arcas will be in consolidation. Stricl epidaniologlcal
vigilance will be maintained in these arcas to prevent reintroduction
of malaria. Yor lhis there will have been established 2,814
notification posts, staffed by volunteer workers and supervised by
government malaria personuel. Blood smears arve taken on all
persons known to be with fever and sent to the SNEM laboratory for
examination for malaria. Anti-malaria drugs are given (presumptive
treatment) until laboratory results are known. In the Pacific
coastal areas there is a major problem of mosquito resistance to
DDT. Therefore the program for these areas involves mass drug
treatment of the people together with appropriate supplementary
methods such as larviciding and house spraying with other
insecticides.

While the national attack phase (house spraying, mss drug
treatmenl, and larviciding) will terainate in 1968, provision has
been made Lo spray and Lo give mass ¢nd radical drug treatment in
any specific area where malaria transmission is likely to become
re-established.
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R A detailed technical plan of operations (to be formally
approved by PAHO/W and AID/W) appears as a supplement to this loan -
paper. A brief summary of this plan follows: ' ' ’

1966 1967 1968

House Sprayings 50,000 30,000 15,000
Personsg to Receilve

Mass Drug Treatment 146,000 75,000 31,000
Persons tou Recelve Pre-

sumptive Drug Treatment 24l , 000 100,000 30,000
Notification Posts 2,814 2,814 2,81k
Blood Samples to be Taken

for Laboratory Examination 275,000 275,000 200,000
Total Personnel Required

(See Technical Plan for

Categories of Personnel) 580 1438 330

The Financial Section and Annex II of this loan paper present
detailed information on the source and use of all funds for the program.
The costs for personnel, materials and equipment together with that
wilch is now on hand in the program will be adequate to meet the
requirements of the technical plan of operations. It should be noted,
however, that the plan must be flexible to permit readjustments of the
program after the first year when it is anticipated that malaria
transmission will be substantlally reduced.

2. Plan for Regional Coordination

A regional plan of coordination has been established
between the five Central American countries and Panama (CA/P) in
order that individual country programs will be coordinated and
carried out effectively in terms of time schedules, technical
procedures, attack methods along borders, and epidemiological
vigilance. There will be continual exchange of information on
program progress and problems among countries. A Work Group for
Coordination has been established by the Ministers of Public
Health of CA/P, members of which are the Directors of the
Netional Malaria Eradication Bervices, CA/P and representatives of
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the Pan American Health Organization (PAHO), UNICEF, and A.I.D.
This Work Group will meet at least twice each year to review
progress made in each country, discuss any problems affecting
national and regional aspects of the program which may arise,
and prepare progress reports for the President of the Superior
Council on Public Health, CA/P. These reports will be submitted
to all Ministers of Public Health, CA/P. It is expected that
country problems and those relating to transmission of malaria
between countries may be resolved through coordination and
evaluations of country programs by the Work Group.

3. Technical Personnel for the Program

Since the beginning of the program in 1957 the
Government of Honduras has received technical assistance from the
Pan American Health Organization (PAHO). Until November, 1963,
A.L.D. provided the assistance of a malaria advisor.

1966 1967 1958

a. PAHO Personnel

Medical Officer
Sanitary Inspector

o
N =
n

The personnel are stationed in Honduras.

b. PAHO Zone Office Personnel

Medical Officer 2 2 2
Sanitary Engineer 1 1 1
Health Educator 1 1 1

As regionalization of malaria eradication activities in

the CA/P region is intensified PAHO plans to strengthen the malaria
staff in the zone office located in Guatemala.
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‘¢, UB AID Personnel

The US AID Mission has no personnel specifically
aseigned to the malaria program. The ROCAP Chief Public Health
Advisor provides some advisory services, particularly on regional
aspects of the program, and the Mission's administrative staff willl
provide backstopping and auditing.

Tt is planned that through a grant-financed PASA
with the U. S. Public Health Service, two malariologists will be
assigned to ROCAP to serve under the general supervision of
ROCAP's Chief Public Health Officer. One of these malariologists
will provide advisory and monitorirg services for Honduras and
Nicaragua while the other will provide services for El Salvador
and Guatemala. The basic work of the USPHS malaria advisor will
be to moniltor project performance. The complexity of this task
arises from the inclusion of 22 minimum technical, legal, and
administrative requirements which must be included in an AID/WHO
_approved national plan of operations.

The advisor will assist the SNEM in the preparation
of snnual detailed work plans in order to assure that the plans are
satisfactory. During the course of an operational year, he will
travel throughout the operational area to verify that targets are
achieved in terms of houses sprayed or other techniques.

The advisor will provide technical and fiscal
certifications as required for disbursements under the loan. The
functions of the PAHO and A.I.D. malaria technicians will not
overlap but rather will complement each other, with the latter
serving to monitor use of funds and continually reporting on
program progress and problems.

The technical advisory and evaluation services
described above are adequate for the program.

d. National Malaris Eradication Service (SNEM) Personnel

About 340 Honduran government workers are now employed

in the program. With the initiation of the new technical plan which
includes mass drug treatment an additional 240 employees will be
required, making a total of 580 for the first year CY1966. This
aumber will be decreased to 438 in CY1967 and to 330 in CY1968. 1In
addition there are 2,814 volunteers who man malaria notification
posts. Detailed personnel costs are shown in Annex II, Exhibits 1,
2, and 3.
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Key staff members of the SNEM organization are the
physicians, englneers and administrators who function as chiefs of
the major technical sections of the national headquarters and as
sector program chiefs in the field. A list of key SNEM personnel
appears as Annex JII, Exhibit k. The competence of both the
professional and nonprofessional personnel of the organization is
high. Of equal importance is the strong dedication of the employees
at all levels. Hxperlence since the beginning of the program hae
shown that in spite of many and serious obstacles the employees have
pushed the program ahead with the funds and materials avallable so
that it 1g considered one of the best and most effectively
edministercd programs in Latin America. In fact it has served
as the field training facility for the Regional Jamalca Training
School for Malaria Personnel. With the increase of 240 employees
during CY1966 to meet the personnel requirements of the new
technical plan involving mass drug treatment, a vigorous training
program has been planned. The SNEM has the capability to handle
such personnel training and administration.

. Cost of Program

A.I.D. has been asked to lend the GOH 50% of the
estimated local costs of this project. This loan of $1,170,000
will be used for personal services (doctors, medicators, sprayers,
etc. - $766,180); operating costs (transportation, gascline, oil,
public utilities, rents, etc. - $172,190); equipment and materials
(medical supplies, office supplies, special clothing, tires,
spare parts - $129,500); and miscellansous expenses (emergency
treatment of malaria outbreaks, contingency reserve - $lO2,l30)=
These cost estimates are derived from detailed GOH analyses. The
personal services costs are in line with wage scales now current
in Honduras, and the operating, equipment, and materials costs
are based on previous experience and are reasonable.

While the procurement of equipment and materials is a
minor part of this project, and it cannot be determined at this
time what PO vtion--if any--may be procured from the United States,
the GOH has stated it will take every reasonable opportunity to
procure loan-financed commodities directly from the United States.

Tn addition to the GOH/A.I.D. contributions to the
project, the USPHS will provide two Grant-funded technicians to
work primarily in the three countries requesting A.T.D. loans,
with the one-third of their cost attributable to this Honduras
project equalling $16,000 annually or $48,000 over the three
years of the projgect; PAHO will continue to provide technical
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assigtance, valued at $250,128 over the three years of the project}
and UNICEF will provide the insecticides required with supporting
equipment, valued at $250,000 over three years.

Insofar as these two USPHS technicians will have some
involvement in the malaria campaign in El Salvador, which has not
requested A.I.D. loan assistance, and as they will be reporting to
A.I.D. rather than Lo the host government, Grant-funding rather
than loan-funding of thelr services appearsto be justified.

5. Other Considerations

a. Importance of Rarly Implementation and
Commodlty Procurement

Since a malaria program has been in process since
1957, the SNEM has the basic facilities and technical and adminis-
trative experience and capability to expand the program to
include mass drug therapy for those areas where mosqultoes are
resistant to residual insecticides. Early employment of new
personnel and their training is important for rapid implementa-
tion of the program to prevent reintroduction of malaria into
areas now in consolidation.
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UNLICEF hos provided commodities in the past in the
ff'orm ot insceticides, vehicles, sprayers, ete. and will continue
to do so for the next three-year period and also will provide anti-
malario drugs.  The Limdng of crrival in Honduras and Lhe other
Contral American countrics of Lhese commodities 1s important to
maintain program schedules. Therefore UNICEF fs most anxious to
know as soon as possible Lhat the new technical plans have been
approved for implementation so they can proceed with their
programing for commodities in each of the countries.

b. Funding

The project budgets for CY.266, 1967, and 1968
together with provosed loan figures and contributions from PAHO
and UNICEF are shown in the Financial Analysis. The loan agree-
ment will provide for a schedule of contributions to the project
frrom the GOHe

6. Technical Soundness

a. Program Planning

A Technical Operations Plan for a three-year period,
1966-1968, has been prepured by SNEM with the assistance of PAHO/W
and AID/W. The plan indicales clearly that the program has been
adequately planned and lhe cost estimates are reasonable and
sound. It is expected, however, that the program costs during
the last year will depend upon the extent of reduction of
malaria transmission achieved during the first two years of
the program. In any case tney are not expected to exceed the
present estimated level.

. The Work Group for Coordination established by the
Ministers of Public Health, CA/P, for malaria eradication in the
region has held two meetings and documents have been prepared
wnich set forth procedures and responsibilities of the Work
Group to achieve regional coordination. In addition, the Work
Group roviewed in detail each country's technical plans of
operations and sbipuinted specific actions to be taken by each
country, Inclhuding the prevention of malaria transmission between
conntries.  These documenbs clearly indicate the depth of' the
plomming and the seriong intont of the countrics involved to
cradicate malaria from Lhe ropion.
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b. Project Evaluation Study

In view of the amounts of money and personnel involved,
and beeause of the importance to Honduras and the other CA/P
countrics of cradicating malaria, which is now at a critical stage
due to the increasing resistance of mosquitoes to insecticides and
the increasing incidence of malaria in the face of present
levels of program activities, the Ministers of Public Health,

CA/P, have agreed that frequent periodic evaluations of the
program are absolutely essential. These evaluations will be made
by the Work Group for Coordination and experts of PAHO and A.I.D.,
Jjointly and/or independently.

¢. Technical Evaluation

The SNEM has prepared a detailed plan of operations
for each of the three years for house spraying, drug treatment,
epidemiological vigiiance and other activities to carry out the
malaria eradication program. This Plan, Supplement 1 of this
Loan Paper, is sound and realistlc and will be officially approved by
PAHO/W and AID/W malaria experts. As described above, it 1s
considered that the applicable provisions in Section 611 of the
FAA have been fully satisfied.

7. Technical Implementation Plan

The present ongoing program includes house spraying in
areas in the attack phases, mass drug trestment in a small area
(funds are not available to extend drug treatment To all areas
where there is mosquito resistance to DDT') and epidemiological
surveillance and radical treatment of malaria cases found in
areas in consolidation.

When funds become available for the program, the new
technical plan for operation will be put into effect in the
following manner:

a. Additional personnel will be employed and given
intensive training. These will consist largely of
medicators, the persons who give anti-malarial
drugs directly to the people--one tablet every
two weeks for a period of at least one year. More
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than 80% of the population in the mass drug
Lreatment must be reached on the time scheduled.
Area supervisors also will be trained who will be
responsible for program aclivities in specific
secelors of Lhe country.

Sceelors of problem arcus (vector resistance to DDT')
will be specified and medicators and supervisors
will be wssipned to cach sector.

Transportation equipment and required supplies Ior
medicators and supervisors (bicycles and jeeps,
drugs, etc.) will be obtained.

UNICEF will provide anti-malaria drugs and most
transportation equipment.

House spraying where residual insecticides are
effective will be carried out in specific cycles in
attack areas together with larviciding where
indicated.

Epidemiological surveilloice in all potential
malarious areas will be intensified,with rapid
appropriate attack initiated In ail localitices
where and when malaria breaks out, utilizing house
spraying, mass drup Lreatmenl and roadical drug
Lreatment of ol ] known ecascs,

Blood specimens will be taken on all xnown tever
cases for laboratory examination and presumptive
treatment given until laboratory results are known.
Radical treatment will be given to all positive
cases.

Malaria notification posts will be managed by
volunteers. Supervision of these posts by govern-
ment malaria personnel will be intensified.

Public education will be intensified at all levels
wtilizing the phase "War Against Malaria" ('Guerra

1

Contra Malaria ).
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Reporting systems will be intensified in bolh
qualily and volume, so thalt there will be a
continual evaluation of the program including
progress made in terms of established targets
(house sprayings, larviciding, mass drug treatment )
reduction of malaria cases, and elimination of
foci of infection and spread of the disease.

Program administration will be augmented and
improved to assurc flexibility in program
activitics and adcequate logistic and adminis-
trative support in all field activities.

The Pan American Heal’h Orgenization (PAHO) will
provide technical advisory services at both the
country and the repgional level as described under
the Technical Analysis of the program. It is
expected that PAHO will increase its regional
technical staff when the new program is implemented.

A.T.D. will provide a technical advisor who will
work with the Honduran and Nicaraguan programs under
the general supervision of ROCAP's Chief Public
Health Advisor. His responsibilities will be to
monitor the program to assure proper utilization

of funds, assess program progress in terms of
established targets, identify technical problems
that may arise, znd report periodically to ROCAP.

ROCAP's Chief Public Health Advisor will assisl in
monitoring the program, requesting TDY services

of expert malariologists when he deems it necessary.
He will collaborate with PAHO and the CA;P "Work
Group ior Coordination™ in cvaluation of the country's
program, wilh asscssment in terms of regional
implications and the regional plan of coordination

for eradication of the disease from the Isthmus.

Also he will work with UNICEF to assure that equip-
ment and supplies are available for program time
schedules, and will report program statuc periodically
to US AID/H and AID/W.

US AID/H will make periol.ic audits and provide ap-
propriate administrative backstopping to the program.
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F.  ECONOMIC ANALYSIS

1. General Fconomie Situation in Honduras

Honduras is the least developed of the Central American countries
both in terms of natural and human resources. Its basic infrastructure--
roads, port facilities, power sources, telecommunications--is particularly
inadequate. A small railroad network services only the banana growing
arcas of the North Coast. The sparsely populated eastern half of the
country is almosl inaccessible excepl by air, and even in the more densely
populated western arca lack of efficient surface communication restricts
markels and normal commercial interchange between the two major urban
centers, San Pedro Sula and Tegucigalpa. Approximately 75 percent of
the population derives its livelihood from agriculture, which accounts
for about U4 percent of the GNP. Antiquated techniques, lack of rural
credit facilities, the absence of adequate storage and marketing
facilities, and above all the physical isolation of the rural population
has contributed to low farm productivity.

Limited by these structural deficiencies, the Honduran economy
was especially vulnerable to the drop in activity of the key banana
industry, which began about in 1955 and resulted in a period of
general economic stagnation characterized by a low level of invest-
ment in the private sector and falling per capita income. In late
1961, however, a decided upswing in economic activity was set in motion
by an improvement in the export scctor, increases in public sector
investment, and the establishment of a number of new manufacturing
industries. This upswing has continued, with GNP growth rates runuing
al. about five percent annually as against annual population increascs
ol aboult three percent.

At present per capita GNP is estimated at about $220. However,
it is apparent that except for plantation agriculture, the rural
sector remains relatively stagnant. This is a matter of particular
concern, since at this stage it is the rural sector that must absorb
the greater part cf the large annual increases in the population and
the labor force.

The relative upswing in economic activity which began in 1962
has continued into 1965. Gross national product (at constant 1962 market
prices) increased from $418.4 million in 1962 to $443.8 million in
196k4. Gain in per capita GNP has been limited, however, as population
has been increasing at a rate of about 3% per year. Manufacturing
registered the biggest gain, of 10%, and agriculture production rose

% in 196h.
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The export seclor has provided a major stimulus to the
economy in 1964, as exports other tlan cotton Jjumped over 90% from
1901 levels. In 1904, for the first time in five years, Honduras
achieved an over-all balance of payment surplus. An improvement was
shown in holdings of foreipn exchanpge reserves, of $3.5 million.
However, incrcased rescrves are needed to support the recent expan-
sion of domestic credit (and of money in circulation); and at the
seasonal low, reserves were sufficlent to cover only about two months'
payments for Imports and goods and services. The relative declire in
the growth of imports has been attributed largely to a drop in the
net inflow of capital goods for development projects. Honduras'
external trading position still depends much on the vagaries of
world market prices of primary goods. ¥oreign direct investment
enterprise is responsible for about MO% of the country's total
export trade.

Public investment decreased sharply in 1964 when several
large projects were completed and the initiation of new projects
lagged behind schedules. Private domestic investment was increased
in 1964 by 1%, compared with increases of 20% in each of the two
preceding years. Total investment thus declined slightly despite
the steady input of a major investment of $20 million in banana
production by the United Fruit Company. The over-all decline in
investment may be expected to continue until late 1965 since thne
several new public investment projects like the North Road and
Farm-to-Market Road programs will not be started before late in this
calendar year or early next year and the major privately sponsored
banana replanting program has been completed. However, there have
been some recent important investments in industry, cattle raising
and tourism sponsored both by new bank loans (using domestic and
Toreign capital) and by foreign investors. A substantial increase
in agricultural credits is also reported by the banking system.

With respect to central government finances in 196k, pre-
liminary data reported L91.6 million in revenues and L95.6 million
in expenditures. Government revenues increased only 10% from 1957
to 1963, but there was a 15% gain in 196k, or more than twice the
increase in GNP during that same year. This sharp rise in revenues
was due mainly to the tax charges enacted in 1963, which included:
a new 3% sales tax; an income tax modification tending to increase
rates; an increased gift and inheritance tax; and the introduction
of a 5% silver export tax. 1964 expenditures rose by 12%, a large
part of which was used to meet a commitment for increased
teachers' salaries. The 1965 budget anticipates heavy internal
and external borrowing (L15.6 million) accompanying a 23% ir:rease
in spending and only a 9% rise in revenues.
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Despite some pgaing, the country still lags far behind the other
Central American countrics, and Honduras faces massive problems in each
sector of the cconomy.  Apsricultural production can and should be
substantially increased and exports diversilicd Lo enable the country to
compete Pavorably with olhier nations of the Central American Common
Market in well-selected lines. The tax base musl be significantly
~nlarged Lo permit Lhe government to contribute Lo a more dynamic rate
of economic growth. Honduras should also make a 1ealistic assessment
o1 its trained manpower and should be encouraged Lo embark on a
determinedprogram in this critical area.

2. Debt Repayment Capacity of Honduras

Honduras' external public debt repayable in convertible cur-
rencies is approximately $L40 million, as compared to $24 million in
1960 and $5 million in 1955.

S.rvice requirements on this debt is evenly distributed (as
shown in the Following table) and does not exceed $2.8 million in any

year through 19700

As a Percent of

Millions of Gross Current
Us $ Exchange Barnings
1965 2.8 3.1
1966 D7 3.0
1.967 2.8 3.1
1968 2.8 3.1
1969 2.7 3.0
1970 2.7 3.0

As shown above, service on the external debt represents a
small burden on gross current account exchange earnings, and Honduras
would seem to have adequate capacity to contract additional external
indebtedness repayable in foreign exchange.

However, while {orcign indebtedness is nol a burden on exchange
carnings, it has created o cortain pressure on the public sector's
f'igseal revenues. In Lhe past Lwo or three years, Honduras has incurred
foreion indeblodness payeble in local currencies which, in Septemboer
PO, smovnbed Lo Uhe cquiivinbonl o US:!%";).:’)‘ miiion.  With o senerally
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rising level of income likely to create pressure for salary increases
within the public sector, even a more rapid rise in fiscal -revenue
than was- experienced last year might not offset expenditures.

In order to increase investment in infrastructure, maintain
current administrative services and expand social benefits, the
government will probably have to increase its receipts faster than the
rate of growth of national income and, at the same time, increase its
external indebtedness. For this reason, lending should be extended on
long~term repayment schedules so as to avoid undue pressure in any
few years.

3. Partial Local Cost Financing

The project committee is of the opinion that A.T.D.'s
financing of 50% of the local costs is reasonable. Thilg 1s based on
the following:

a. This project represents a transition from A.I.D. grant-
financing to loan financing. A.I.D. local cost
assistance in this project helps bridge the transition.

b. TFor a period of almost a decade, A.I.D. has assisted
Honduras in its malaria control program. The eradica-
tion effort will require increased budgetary support
by the GQH together with substantial A.I.D. loan
assistance in order to complete the program in three
years. The GOH will not only continue its present
efforts, but over the next three years, increase budget
allocations by $270,000 which is equivalent to an
average annual contribution approximately 30% above
the recent SNEM budget level (See Annex II, Exhibit 8).

c. Honduras' foreign exchange earnings, which are dependent
of several agricultural commodities, have left the
GOH with reserves sufficient to cover only about two
moi.ths' payments for imports of goods and services.

d. It can be expected that increases in income assoclated
with this project will have a substantial indirect
~ffect on Honduras' imports since 27% of national
income is spent on imports, 55% of which comes from
the United States.
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k. Place of Project in Program

Honduras' Malaria Eradication Program has been assisted by
A.I.D. Grant contributions since FY1957, and as a public health
"non-goal activity" this loan project fits into the Program
primarily under GOAL AC - Development of Human Resources. The CAP
lists eleven speciTic projects which will contribute to the over-all
objective of this Goal, und indicates that the San Pedro Sula and
Choluteca areas, both malarial, have been sclected as areas of con-
cenbration.

Remnitdeations ot this "social infrastructure” project extend
into other Goal areas, wilh the cconomic benefits of malaria eradication
supporting the Rural Dovelopment Program ((}OAL AA) and to some degroee
Lhe Tndustrial Development Program (GOAL AD) through increased agri-
cultural. production.

In addition, the four-country cooperation required for the
implementation of this regional program will, if successful, increase
the GOH's sense of regionalism and confidence in regional planning and
action.
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5.  Economics of Project

(a) Regional Significance of Malaria Eradicatlon

Since 1942 the U. S. CGovernment has been assisting other
countries in their snti-malarla programs. During 1956 and 1.957, such
support reachcd a $li.H million annual level in Latin America. Under
Scetion W20 of Lthe Matunl Assigtance Act, 1957-60, the U. S. Congress
pocorrized Lhat malaria "econsbitutes o major deterrent to the efforts
o many people Lo develop Lheir ceonomice resonrces | and stated the

U. 8. policy off assislones: Lo eftorts to cradicate malarin. U. 8. con-

tribubtions Lo UNICHE, WIIO, :and PAIO assist these international

aoencicos in malaria eradication in most of' the 8l countries where anti-

moadarisa activities aore oanderway .

A statistical survey by WHO in mid-1963 cstimated that
150 million persons on the American continents live in whatl orice were
malaria infested arcas. This {ipgure includes about b5 million in the
United States where malaria has been eradicated.

In Four countries of Central America (Guatemala,
Bl Salvador, Honduras and Nicaragua) approximately T million people,
or 65% of the total population, now live in arcas that were originally
at risk to malaria. Today in 83% of* the population of these four
countrics there is either no malaria or it is under satisfactory
control. The economic and socinl consequence in the way of increased
apricultural and industrial production and reduced mortality rates is
cvidently substantial; however, as in the caso of other public health
aetivitics, ihe dircet cconomic benetits from malaria control and
cradication are dilficult to quantify.

Comparisons ol agricultural production in West Pakistan
boelween protected and unprotected malarial districts suggest that
increased agricultural yiclds are directly correlated with anti-
malarial activities. A WHO experiment in East Pakistan and other
worldwide data suggest that agricultural yields may increase
from 15-40% due to eradication of malaria. Such details suggest
the importance to Central America's heavily agricultural economy of
the anti-malaria program.

Considering the strong social and economic benefits of

the project, it appears there is no alternative expenditure which
would achieve the same results as malaria eradication.
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, Between 1956 and 1964 the United States provided
assistance to Central America in Grants and Technical Assistance.
PAHO and UNICEF gave further assistance during this period. Costs
shared by the four governments (excluding Costa Rica) and A.I.D.
have totaled about $28.4 million, with A.I.D. contributing $7.2
million (25%) over the past eight years.

The proposed three-year eradication program, intended
to cope with the residual problem areas will cost an estimated

$14%.3 million, of which the U. 8. support, on a loan rather than a
prant basls, would approximate $h.8 million.

Added to the expenditures of the preceding period, the
total eleven-year program would cost, by the end of 1967, $ho. 7 mil-
lion, an average annual cost of ahout $3.9 million, of which the
U.S. sharc would be, in grants and loans, about $12 million, or

[ »

Z_ - Because of insecticide resistance the remaining 1.8 million
population of the Pacific coastal areas present a specilal
problem. The problem area population is estimated as fol-

Tows:
Problem Total 1964 % of
Area Pop. Population Total
Salvador 37k, 000 2,750,000 13.02%
Guatemala 191,000 ly,300,000 114
Honduras 141,000 2,290,000 6.0
Nicaragua 809,000 1., €00, 000 50.5

T,8T5,000 TU,B50,000 “I7.0%

UNCLASSIFIED




~29~ UNCLASSTFTED

The [ollowing table shows the approximate cost pér
person of the proposed three-year program based on the population of
the problem areas and the total estimated expenditures from govern-
ment contributions and United States loans:

Population Three-Year Approximate
Problem Cost Cost per Person
Aren (Millions) Three-Year Perfod Per Annum
Gunlemain 3, 000 $ b $11.76 $3.92
1 Satyador ot , 000 3.0 6.92 2.3
Hondurs 11,000 A ©16.30 5.3
W enrn 809, 000 h.o 5.19 1.773

Lg815§000 ilh.3 i 7.88 2.6

The principal affected areas are the Pacific coastal
lowlands. This strip along the Pacific, some 600 miles long and rarely
as much as 100 miles wide, is the most densely populated area in
Central America--about 20 %of the total area of the region containing
60% of the population. This area ol population concentration includes
about one-third of Guatemala, all of El Salvador, the two Pacific Coast
provinces of Honduras, and the urban areas of Nicaragua.

Postwar agricuitural development of sugar and cotton
bears a direct relationship to the reduction of human reservoir of
malaria parasites. The Puacific Coast lowlands and plains were
cconomically revitalized because of the war on malaria. In EL Salvador

1

aleone the coastal population has donbled since 1958.

The cconomic importance ol the Pacific Coast areas of
Guatemala, EL Salvador, Honduras, and Nicaragua is shown in the series
ol Tables (following) which give the production ol major crops in the
Pucific Coast Departments of these countries and the percentage of
this production to the country crop totals.

Guatcmata: ©Seven Paclific Coast Departments comprise -
17% of the land area and in 1962 contained 344 of the population. This
area in 1962 produced 100% of Guatemala's cotton crop, T(% of its coffee,
‘(W% of its sugar, 55% of its rice, 46% of its corn and 4% of its cattle.
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Nicovaomus s Mour Paciitie Coast Deparlments make up 12276 of
Lhe Lotal Tmed rovcn ol Nicaragua and conbain about 3% of Lhe

_— - ! .
countey o 1003 popitalion. The aren produces ‘)II‘}'; o the coundbiy's
(- P e P . ; R T I
colbon, 83% or s swrary, 35% o ils rice and sthoor its cattle.

Nicaragua constibubes the principal problem arca.  When the
program began in 1958 approximatoely 96% ol the population was con-
sidercd to 1ive in a maluria arca which cousisted ol 95% ol the land.
Bradication of malaria, principally in ihe most fertile regions where
the sugar industries are located and wherc cotton and cereals are he-
ing cultivated, is considered imperative.

El Salvador: OT% of the total population of San Salvador
live in eight Pacific Coast Departments. This land area produces
93% of its cotton, Tl% of its corn, 68% of its sugar, 6h% of its
coffee and rice and 58k ol its cattle.

Honduras : The problem area is din the tip on the Paciltice
Coast lying botween KU Satvador and Nicavagrun.  In o bhis area thoere
e onby Lwo Departments conbeaining: J?‘% ol Lhe popultation.  Con-
sequently Lhe ceonomice twportanee o Lhe aren as compared wilh Lhoe
Sther Lhree counbricn is relalively smal b, s omay boe sceen Crom Lhe
Tables.  Only collon is ol real importance, wilh alt of Lhe counlry's
productiosn grown in Lhoese two departments,

Summary s

The foregoing country and Pacific Coast swumaries give a
clear picturce of the ecornomic importance oi malarial areas to the
agricultural sector in these four countries. Needless to say,
industry and commerce play an increasingly dominant role in the
ports and adjacent towns where refineries, fertilizer plants,
fisheries and coastal shipping are located. These too would be
adversely afiected in the cvent ol a resurgence of material infection
along the Pacific Coast arca.

Success in eradication depends upon continunug and systematic
operations over o wmindimm of seven years {(starting from scratch) ir
the discase s to he complotely of iminated.  Thercelore the costs ot
such programs appear superticially preat in comparison to the derived
ceonomic beneiils.,  Ther - can be ne question,howover, olf the tanrible
aid dmmediate social and weilare benefits Lrom malaria cradication.
These will mean increased individual longevity and productivity.
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Anti-malaria campaipns have contribuled signilicautly to the
economic and social development of the countries; these activitics
should be continued. Cessation or a sharp curtailment of the
program in any country will result in a resurgence of' malaria and
the campaigns in contiguous countries could be alffected adversely.
If malarial infection is not effectively cradicated it could spread
and oblige the agricultural population to retrealt to the highlands.
TIronically cnough, the propgress ol Central American economic
integration, with its enbancement of migratory movements by land and
air, reduces the protection normally afforded by "island" isolation
and makes Lhe neod or malaria eradication and control even greator.

Gratomala - 1963 (1000 metric tons )

Raw Cattle
Departamento Col'ee  Cottou Supar  Rice Corn (000)
Escuintla 6.7 92.6 55.h 2.2 59.0 169
Santa Rosa 8.7 0.6 11.0 2.8 28.6 107
Solola 1.3 - 0. - 11.3 7
Quetzaltenango 16.2 3.3 3.9 0.7 43.6 61
Suchitepequez 15.6 11.5 1h.h 1.7 46.3 83
Retalhuleu 5.8 7.6 T.1 0.9 27.0 60
San Marcos 27.8 g.2 2.4 0.5 52.3 52
Pacific Coast 801 163.8 ol 77 3.8 268.1 539
Total 106.5 164.3 128.3  15.9 580.7 1,115
% Pacific Coast 7% 100% Thb 55% L& 4%
Pacific Coast Population: 3&% of total (1963)

Prcific Coasl Iemd Arca: 17% of total

Nicaragua - 1963 (1000 melric tous)

Raw Cattle

Departamento Cortee  Cotton  Supur  Ricce corn  (000)
Chinandeen 0.2 105.5 .5 1.0 9.3 o
Leon - 6.6 0.1 0.k 12.0  1hk
Managua 3.0 23,4 16.h 3.4 9.5 Th
Rivas 0.2 1.0 .6 .2 3.7 6

Pacific Coast 1.0 206.5 66.6 .0 35 37%
Total 27.5 218.7 80.4 22.9 147.9 1212
% Pacific Coast 15% 9lidh 83%  25% 1% 31%

Pacific Coast Population:s3h of total (1963)
Pacific Coast land area: 12% of total.
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Departamento

Ahuachapan

La Libertad

La Paz
La Union
San Miguel

San Salvador

Sonsonate
Usulutan

Pacific Coast

Total

% Pacitic Coast
Pacilic Coast Population: ()‘(‘}{;

Departamento

Cnoluteca
Valle

Pacific Coast

Total

% Pacific Coast
Pacitic Coast Population: 12% of total.
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11 Salvador - 1963 (1000 metric tons) :
Raw Cattle
Coffee  Cobton Sugar  Rice Corn  (000)
11..8 3.3 0.4 0.6 20.h 39
23.4 3.k 12.0 1.9 20.2 59
2.2 39.9 6.3 3.9 15.4 61
0.3 31.h T.7 0.7 1h.1 10k
5.1 48.0 T.2 1.0 2.2 111
5.7 3.0 22.h 0.3 6.6 Lo
10.7 G.h 20.5 0.3 11.6 52
12.h 66.7 2.4 1.9 36.5 69
1.6 202.1 76.9 10.6  149.0 537
112.0 217.5 115.2  16.5  210.4 o2
6% 93% 68% o 7% 565%

Honduras - 1903 (IOOO metric tons)

Raw Cattle
Coffece Cotton Sugar  Rice Corn (OOO)
9.1 3.0 1.5 0.4 23.9 186
0.3 5.4 1.0 2.3 14.9 62
9.4 13.4 2.5 2.7 38.8 248
151.98 13.4 51.0 23.4%  299.3 1,550
€% 100% 5% 11% 13% 1.6%
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(b) Signiticance o) Malaria Iradication to Honduras

Tn addition to Lhe iactors  cited In the section
covering the Repional Signifilcance of Malaria Eradication, items of
specific relevance Lo Honduras are as 1ollows:

(i) In an agricultural economy in which primitive o
farming methods predominate, increases in agricultural production '
are directly related to expansions of the land in use. Most of the
good farm land in fonduras lies in malarial areas which are now under
attack (Pacific Coast) or in consolidation, and malaria eradication
efforts since 1957 have been essentiai to the opening of farm
land and the increases in agricultural production recorded since then.

The malaria campaign is now at the point, due to the mosquitoes'
increasing resistance to insecticides and the diminishing effective-
ness of present methods, that if eradication is not carried out as
proposed in this three-year project it is certain that malaria
incidence will rise, reducing the work capability of farmers and
possibly leading to a withdrawal from recently opened lands. An
obvious conseguence of lhis would be reduced agricultural output.

(ii) The two Pacific Coasl Departments of Valle and
Choluteca are Honduras' major problem area at present. These
Departments along with the Sula and Aguan Valleys;, which are also
malarial, make up the "bread basket" of Honduras, and Valle and
Choluteca produce all of Honduras' cotton crop, which accounted for
$7 million in export earnings in 1964 and is expected to double over
the next three years. In addition, the GOH plans to conduct a survey
(which CABEI recently was asked to finance) of this area to guide
future development efforts around the Gulf of Fonseca. Malaria
eradication here consequently is of high importance both for
present land use and future agricultural and industrial development.

(iii) TFlnancial consequences of increased malaria
incidence, the alternative to malaria eradication, will include the
increasing costs of morc expensive medical care and hospitalization for
more malaria patients; steadily increasing GOH expenditures for
years to come bo attempt to hold the prescent control line; and,
probably, increasing ALL.D. expenditnres Lo assist the GOH, which
in u lew years could total more than Lhe proposcd loan.
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G. FINANCIAL ANALYSTS

1. Total Requlrements

The over-all cost of the three-year program 1is estimated
at $2,840,169, with the bulk of the expense, local-cost goods and
services, to be underwritten by the GOH and A.I.D. Contributions of
approximately $250,000 each will be received from PAHO (in technical
advisors and speclal investigatory equipment and materials) and UNICEF

(in insecticides and related equipment). A summary cost analysis follows
in tabular form.
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COST SUMMARY: HONDURAS 3-YEAR MALARI. ZEADICATT I PROJECT
(U.s. &)

FEE 1967 1968
GOH L.T.D. Totzl GOH A.T.D. Totol JOE A.T.D. TOTAL
GO0H & A.I.D. Lioan Lozan T.oan Loan

Contributions:

Personal Services 300,000 -232.7Z¢ 782,720 380,000 25L.-5C0 FE..L500 230,000 28,010 518,00
Operating Costs - TTL2RC 71,230 - 65,33C £T,33C - 35,630 35,630
Egquipment and
Materials - £2.00C £C.000 - 20,000 3%.0CC - 3G, 500 30, 5CC
Miscellaneous - z2,05C ¢C,050 - LC,7e0 12,720 - 23,360 23,3EC
3C0,C00 ~72.00C 073,000 380,000 377.700 TIT.30C -2C.000 117,500 £07,5CC
Other Contributions:
= OPS/OMS i i EEE 8L, 72
N (incl.1/6 Regional
o office costs)
&  UNICEF “00,000 13,600 50,00C |
EJ A.T.D. Tech.Asst.Grant{i/3 of USPHcost 16,000 16,000 16,000 W
o TOTAL 1.272,458 222,025 737,372 !
RECAPITULATTON @ TOTALS: 1966 - 67 - 68
GOH AID Totsl
GOH & A.I.D.
Contributions:
Personal SEIrVICES setetarerne turte ettt ~,.7C,000 T66,180 1,938,.%7
Operating Costs ottt i ettt e e et e e e, - 172,190 72,290
Equipment and Materia s ittt it i et s en e eneeraann - 129,500 229,500
Miscellaneous = i ittt ettt e e e - 102,130 02,230
- Other Contributions: =» 170,000 1,170,000 2,248,000
OPS/OMS (incl.l/6 Regicrnel CIfice Costs) ............................. 25C,162 %
UNICEF et e ee e eae et ea e et 250.000 &
A.I.D. Tech. Asst. Grept. (13 pZ USPES. COBES) e uveeennnnnnnnnnn, . L, 00 3
TOELn v v meeeeneeeeneaneernns . TR 2,886,160
H

[#
i
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2. TIFinancial Plan

The procurcment of goods and services to be [inanced under
this loan, from the GO conbribution, and from UNICEF will be
administered by the 8NIM, an apency ol Lhe Ministry of Health. As has
been Lhe procedure in adwinistering ACIVD. Grant J'unds for malaria
control in the past, Lhe SNEM will request nn advance of funds from
Lhe US ATD and will return suitable documentation to the US AID as
Lhe advance is drawn down.  All advances will be subjeet to refund
by the GOH, and Lhe cntire procedure will be subject to periodic
spol checks by the US AID Controller.

In light of the pacce of Honduras' present malaria control
program, which has been accelerated in anticipation of receipt of
A.I.D. loan assistance for the proposed eradication program, and the
importance of beginning the eradication program promptly, the first
disbursement of loan funds may be expected immediately following
satisfaction of the Conditions Precedent. The gummary table .and
Annex IT, Exhibit 7, indicate the anticipated annual disbursement
rate of A.I.D. and GOH funds over the three years of the project.

3. Justilication ol Loan Tcrms

The prodocl comnitteo is of the opinion thal the toimg
roe mmmended (hO—y‘ur repayment, ineluding o 10-ycar grace period, ol
inlorest ol 1% duingg prace and 2%% thereuiter) s reasonable,  Thic
conclusion 1s based on lthe following:

(v) While Honduras' foreign indebtedness is nol now a
burden on cxchange earnings, it is c¢xpected to become
more burdensomc as the government increases its

investment in infrastructure, maintains current adminis-

trative services, wmd expands social benefits, in large
part with the assistance of cxternal loans. It appears
unrealistic for Honduras to assume the cxpanded debt
burden unless loan terms arc hiphly {favorable.

2
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(b) Much of Honduras' external assistance has been in the
form of medium to long-~term loans and grants. In
January of this year, IDA made a loan to Honduras in
congortium with IDB snd IBRD.

(¢) This ies n social impact type project and has no
direct revenue-producing capacity.

(d) Per capita annual GNP in Honduraus is $220.00.

(e) Foreign exchange reserves are sufficient for only two
monthe' needs.

4. Prospects of Repayment

The GOH in the past has demonstrated its creditworthiness.
Although present development efforts wlll increase the debt burden
of the GOH, care is being taken to assure thai the burden does not
reach unmanageable proportions. The present low percentage of
external public debt service requirements to gross foreign exchange
earnings attests to this. The fact that Honduras velues its standing
as a responsible member of the Central American Common Market is
sufficient to conclude that there are reasonable prospecte of repay-
ment considering the liberal terms.
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SECTION II - IMPACT ON U, S. ECONOMY

A COMPETIITON WITH U. S. ENTERPRISE

No compelition with U. 8. enterprise will arisc from this
project.

B. SOURCE OF PROCUREMENT OF GOODS AND SERVICES

The loan provisions will limit loan-financel procurement to
the United States and the Central American Common Market. Sub-
stantially all of the loan will be used for costs of personal
services procured in Honduras.

UNCLASSTFIED
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SECTION IIT -~ COVENANTS AND CONDITIONS

In addition to the usual covenants and conditions, the following
be included in thie loan: '

(n)

(v)

(a)

Prlor to the execution of the Loan Agreement PAHO/W
and;AID/w formnlly shall have approved the Honduran
Toehnical Plan and the Reglonal Coordination Plan.

Prior to the first disbursement or the issuance of the
first commitment document under the Loan Agreement the
Borrower shall furnish A.I.D., 1n form and content
satisfactory to A.I.D., a schedule of 1ts contrilbu-
tions to the project during the estimated disbursement
period of three years from the date of execution of the
Loan Agreement. The Borrower shall accompany that
schedule with evidence satisfactory to A.I.D. that 1t
will provide the contributions called for by the
schedule.

Prior to the first disbursement or the issuance of the
first commitment document under the Loan Agreement the
Borrower shall furnish A.I.D., in form and substance
satisfactory to A.I.D., evidence that the contribution
to the Project wndertakenly UNICEF will be avallable

on a timely basis.

Borrower shall covenant falthfully to carry out 1ts
natlonal Technical Plan and the Regional Coordination
Plan, and to obtain the approval of A,T.D. and of

PAHO before modifying its national Technical Plan or
agreeing to a modification of the Regional Coordination
Plan.

Borrower shall covenant that, except as A.I.D. may other-
wise agree, no funds made available to the Borrower by A.I.D.
under the loan shall be used to pay the salary or related ex-
penses pertaining to any position existing in the Borrower on
the effective date of the Loan Agreement.

Borrower shall covenant to gilve full cooperation to such
vrersons as A.I.D. shall nominate to monitor Borrower's per-
formance under the Loan Agreement.

The Borrower shall covenant that it will maintain the
Servicio Nacional de Erradicacion de la Malaria (SNEM) as

a separate administrative, loglstic, and technical entity
within the Ministry of Health for the purpose of implementing
the ProJject.

UNCLASSIFIED




(h)

40~ UNCLASSIFIED

Borrower shall covenant to provide the resources neces-

sary to achleve the eradicatlon of malaria within 1ts territory
and to prevent the reappearance of malaria in that territory}
and in furtherance of that undertaking Borrower shall covenant
to consult periodically with representatives of A.I.D., or such
persons as A.I.D. may nominate, during at least the first

five years after the lagt disbursement.

UNCLASSIFIED
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SECTION IV - IMPLEMENTATION PLAN

A. ACTION PRIOR TO EXECUTION OF LOAN AGREEMENT

1. PAHO/W and AID/W approval of the Honduran Technical Plan
and the Reglonal Coordination Plan.

2. Drafting of the Loan Agreement and basic Implementation
Letter by AID/W and ROCAP.

3. Negotiation and signature, which could be completed in
November.

B. MEETING CONDITIONS PRECEDENT

It is estimated that the Conditions Precedent can be met within
thirty (30) days of execution of the Loan Agreement. Assuming (0H
ratification within the same period, the first advance of funds may
be effected by the end of CY1965.

C. TECHNICAL ASSISTANCE

Arrangements for providing a U. £. Public Health Service
Advisor (through a Grant-financed PASA) will be concluded immediate-
ly following execution of the Loan Agreement, with the Advisor
expected to be in the field about one month later.

D. DISBURSEMENT OF THE LOAN

The loan will be disbursed by US AID/H in a series of advances,
within appropriate documentation of expenditures returned to the
Us AID/H Controller for review and acceptance. It is estimated that
the loen will be completely disbursed, as needed, within three (3)
years. An estimated AID/GOH cunulative disbursement schedule follows
as Annex II, Exhibit T.

E. CONTROL, MONITORING AND REPORTING

Fiscal control of loan funds will be the responsibility of the
us AID/H Controller, who will supplement his review of documents
with occasional spot checks of the Ministry of Health and SNEM
proccdures, as appropriate. Certification of commocdity procurement
and personal services vouchers will be provided by the U. 8. Public
Health Servlice Advisor. The Controller will also be able to call
on the ROCAP auditing staff for asslstance, if needed.
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Technical monitoring of the project will be the responsibility
of the Chief Public Health Advisor (at ROCAP) assisted by the

U. S. Public Health Service Advisor, who will be reporting on actual
progress vs. the detalled program.

Periodic progress reports will be submitted to US AID/H by the
Ministry of Health, and will be forwarded to AID/W by the US AID/H
Capital Development Officer. Evaluation of Borrover reports and
compilation of supplementary reports on the project wlll be the
responsibility of the US AID/H Capital Development Officer, assisted
by the US AID/H Controller and ROCAP's Chief Public Health Advisor.
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ANNEX T. 1 o
HONDURAS y Lof 39

MALARTA ERADICATION

CHECK LIST OF STATUTORY CRITERTA (ALLIANCE FOR PROGRESS)

Foreign Assistance Act. of 1961, as amended (hereinafter FAA),

Section 102. Precautions that have been or are being taken to assure
that loan proceeds are not diverted to short-term emergency purposes
(such as budgetary, balance of payments, or military purposes) or any
other purpose not essential to the country's long-range economic
development.

Adequate control will be exercised to assure that loan proceeds are
not diverted to short-term emergency purposes (such as budgetary,
balance of payments, or military purposes) or any other purpose not
essential to the country's long-range economic development.

(Sections I-E-3 and I-G-2)

FAA Section 201(d). Information and conclusion on legality (under laws
of country and U.S.) and reasonableness of lending and relending terums
of the loan.

Toan funds are to be loaned at rates of interest which are not unreason-
able or illegal for the Borrower and are within the limits established
by this Section.

FAA Section 251(a). Manner in which loan will promote country's economic
development and contribute to the welfare of its people.

This loan-financed project will promote the count=y's economic development
and contribute to the welfare of its people through increased protection
against malarila, primarily in the highly productive Pacific Coast agri-
cultural area.

(section I-B and I-F)

FAA Section 251(b)(1). Extent to which country is adhering to the prin-
ciples of the Act of Bogota and Charter of Punta del Este and is showing
a responsiveness to the vital economic, political, and social concerns of
its people, and extent to which country has demonstrated a clear
determination to take effective self-help measures.

Account has been taken of the Borrower's adherence to the princlples of
the Act of Bogota and the Charter of Punta del Este, and the Borrower's
responsiveness to the vital economic, political, and sccial concerns of
its people. Past contributions by the Borrower to increasing SNEM budgets
have been demonstrations of effec?&%%_self~help measures in this fileld,
and A.I.D. considers the proposed/Government-contribution to this project
to be sufficient.
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ANNEX I, 2 of9

FAA Section 251(b)(2). Information and conclusion on activity's
economic and technical soundness.

This activity has been found economically and technically sound.
(Sections I-B, I-E, and I-F)
FAA Section 251(b)(3). Information end conclusion on sctivity's relatlon-

ship to other development activities, and its contribution to
realizable long-range objectives.

This activity has a basic significance for all Borrower's development
activities, and will play an essential part in the realization of
long-range objectives.

(Section I-F)
FAA Section 251(b)(4). Information and conclusicn on possible effects

on U. S. economy, with speclal reference to areas of substantlal labor
surplus.

This activity will have no significant direct effect on the U. S.
economy, and no competition with U. S. enterprise will result directly
from it.

(Section II)

FAA Section 251(b). Information and conclusion on availability of
financing from other free world sources, including private sources
within the Unlted States.

Financing for this activity is not available from other free world
sources, including private sources wilthin the United States, un
feagible terms.

(Section I-B-6)

FAA Section 2§lgb). Tnformation and conclusion on capacity of the
country to repay the loan.

It appears reasonably certaln that the Borrower will be capable of
repaying the loan.

(de~tionsI-F and I-G)

FAA Section 251(b). Information and conclusion on country's efforts
to repatriate capital invested in other countries by its own
citizens.

Tt appears that the Borrower 1is attempting to repatriate capital
invested 1n other countries by 1ts own citizens.

UNCLASSIFIED
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FAA Section 251(b). Information and concliuslion on reasonable
prospects of repayment.

It appears reasonably certaln that the Borrower will be willing and
able to repay the loan.

(section I-g-4)

FAA Sectlon 251(e). Information and conclusion on aevallability of
an application together with sufficient information and assurances

to indicate reasonably that funds will be used in an economically and
technically sound manner.

The Borrower has made a formal application for loan-funded assistance
in this activity, and A.I.D. has received sufficient information and
assurance vo indicate reasonably that funds will be used in san
economically and technically sound manner.

(Section I-B-6 - Sections I-I and T-F)

FAA Section 251(g). Information and conclusirn on use of loan to
assist in promoting the cooperative movement in Latin America.

This project is not directly related to the promotion of the
cooperative movement in TLatin America.

FAA Section 252 (a)., Total amount of money under loan which is
going directly to private enterprise, 1s going to intermediate
credit institutions or other borrowers for use by private enter-
prise, is being used to finance imports from private sources, or
is otherwise being used to finance procurements from private
sources.

All loan funds are being made avallable to the Host Governments a
small portion of the loan will be used for commodity procurement
om private enterprise.
{géct on I-G)
FAA Section 60l. Information and conclusion on whether loan will
encourage efforts of the country to: (a) increase the flow of inter-
national trade; (b) foster private iniltiative and competitions
(c) encourage development and use of cooperatives, credit unions,
and savings and loan associlationsji (d) dlscourage monopolistic
practices; (e) improve technical efficlency of industry, agri-
culture, and commerce} (f) strengthen free labor unions.

The benefits of this project will encourage efforts of the Borrower
through increased agricultural productlon, to increase the flow

of international trade, foster private initiative and competition,
and Improve the technical efficiency of agriculture.

(Section I-F)

UNCLASSIFIED
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FAA Section 601{b); 621. Information and conclusion on how the
JToan will encourage end facilitate participation by private
enterprise to the maximum extent practicable. If the facilitles

ot other Federal agencies will be utilized, Informstion and con-
clusion on whether they are particularly sultable, are not com-
petitive with private enterprise, and can be made available without
undue interference with domestic programs.

Private sector participation in this project will be limited to
provision of commodities.

FAA Section 601(d). Conclusion and supporting informetion on com-
pliance with the Congressional policy that engineering and
professional services of U. S. firms and thelr affilietes are to
be used in connection with capital projecte to the maximm extent
consistent with the national interest.

Procurement of engineering or professional services financed
under this loan will be limited to the United States or the
Central American Common Market.

FAA Section 601, 602. Information and conclusions whether loan
will (&) encourage U. S. private trade and investment abroad;

(b) encourage private U. 8. participation in forelgn assistance
programs(including use of private trade channels and the services
of U. S. private enterprise), and (c) permit American small
business to participate equitably in the furnishing of goods and
services financed by it.

The increased agricultural production resulting from this project
will encourage U. S. private trade and investment in Ceutral America,
and American small business willbe able to participate in the
furnishing of loan-financed goods whenever practical.

FAA Section 604(a). Compliance with restriction of commodity procure-
ment to U. 8. except as otherwise determined by the President and
subject to statutory reporting requirements.

Equipment, materials, and services (except marine insurance) financed
under the loan shall have their origin in and be procured from the
United States or Member Countries of the Central American Common
Market. U. 8. dollars utilized under the loan to finance local
currency coste shall be made avallable to Borrower or ite deslgnee
through appropriate procedures, and shall ve used only for
procurement in the Unlted States.

(Section II-B)
UNCLASSIFIED
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FAA Section 604(b). Compliance with bulk commodity procurement
restriction to prices no aigher then the market price prevailing
in the Unlted States at time of purchase.

Any commodities finan:ed by the loan and purchased in bulk will be
purchased gt prices no higher than prevalling U. S. market prices.

FAA Section 604(d). Compliance with requirement that marine insur-
ance be purchased on commodities 1f the host country discriminates,
and that such insurance be placed in the United States.

If the Host Country discriminates against any U. 8. marine insurance
company, any commodities purchased with loan funds shall be insured
against marine risk with a U. S. company.

(Section ITT)

FAA Section 611(a)(1l). Information and conclusion on avallability
of engineering, financilal, and other plans necessary to carry out
the assistance and of a reasonsbly firm estimate of the cost of the
assistance to the Unlted States.

Necessary technical and financial plans have been completed, and
a reasonably firm estimate of the cost to the United States of
the activity to be financed has been obtained.

(sections I-E and I-G)
FAA Section 611(a)(2). Necessary leglslative action required within

host country and basis for reasonable anticipation such action will be

completed in time to permit orderly accomplishment of purposes of
loan.,

Host Government ratifilcation of the loan i1s expected promptly following

execution of Loan Agreement.
(Section IV)
FAA Sectilon 611(Db): App. Section 101. If water or water-related

land resource congtruction project or program, information and con-
clusion on benefit-cost computatlon.

NOT APPLICABLE.

FAA Section 611(c). Compliance with requirement that contracts
for construction be let on competitive basis to maximum extent
practicable.

The loan agreement will provide for the observaticn of this requirement.

UNCLASSTIFIED
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FAA Section 619. Compliance with requirement that assistance
to newly independent countries bt furnished through multilateral
organizations as plans to maximuwa extent appropriate.

NOT AFPLICABLE.

FAA Section 620(a)} Forei%p Ald and Related Agencles Appropriations
Act of 1065 (Hereinafter 'App.') Section 107. Compliance with
prohibitions against assilstance to Cuba and any country (a) which
furnishes assistance to Cuba or failed to take appropriate steps by
February 1h, 1964, to prevent ships or aircraft under its registry
from carrying equipment, materials, or supplies from or to Cubaj

or (b) which sells, furnishes or permits any ships under its
registry from carrying items of primary strategic significance, or
items of economic assistance to Cuba.

No assistance will be furnished under this loan to the present
government of Cuba, nor does the Borrower furnish assistance to the
present government of Cuba. The Borrower has taken sppropriate
steps to prevent ships or alrcraft under its registry from engaging
in any Cuba trade.

FAA Section 620(b). If assistance to the government of a country,
existence of determination it 1s not controlled by the international
Commmist movement.

The Secretary of State has determined that the Borrower is not con-
trolled by the international communist movement.

FAA Section 620(c). If assistance to the governmen*t of a country,
existence of indebtedness to a U.8. citizen for goods or services
furnished or ordered where such citizen has exhausted avallable

legal remedies or where the debt 1s not denied or contested by such
government or the indebtedness arises under an unconditional guaranty
of payment given by such government.

The Borrower i1 not known to be indebted to any U. 8. citizen for
goods or services furnished or ordered where such a cltizen has
exhausted available legal remedles or where the debt is not
denied or contested by the Borrower or the indebtedness arises
under an unconditional guaranty of payment by the Borrower.

UNCLASSIFIED
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FAA Section 620(d). If assistance for any productive enterprise
which will compete in the United States with U. 8. enterprise,
exlstence of agreement by the reciplent country to prevent export
to the United States of more than 20 %of the enterprise's annusl
production during the life of the loan.

NOT APPLICABLE.

FAA Section 620(e). It assistance to the government of a country
extent to which 1t (including government agencles or subdivisionss
has, after January 1, 1962, taken steps to repudiste or nullify
contracts or taken any action which has the effect of nationallzing,
expropriating, or otherwise seizing ownership or control of property
of U. S. citizens or entities beneficially owned by them without
taking appropriate steps to discharge its obligations.

The Borrower (including Government Agencies or subdivisions) has
not taken gteps since January 1, 1962 to repudiate or nullify
contracts or taken any action which has the effect of nationalizing,
expropriating, or otherwlse selzing ownership or comtrol of
property of U. S. citizens or entities beneficlally owned by them
without taking appropriate steps to discharge its obligations as
specified in this Section.

FAA Section 620(f£); APP. Section 109. Compliance with prohibitione
against asslstance to any Communist country.

Assistance provided under this loan will not be furnished to any
Commuriist country.

FAA Section 620(g). Compliance with prohibition against use of
assistance to compensate owners for expropriated or nationalized
property.

Assistance provided by this loan will not be used to compensate
for expropriated or nationalized property.

UNCLABSIFIED
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FAA Bection 620(h). Complimnce with regulations and procedures
adopted to insure against use of asslstance In a manner which,
contrary to the best interests of ‘the U.8. promotes or assists the
foreign ald projects or activities of the Communist-bloc countries.

Asgistance provided by this loan will not be used in a menner which
promotes or assists forelgn ald prolects or activities of the
Communist bloec countries.

(Sections I-E-3 and I-G-2)

FAA Section 620(1). Existence of determination that the country is
engaging In or preparing for aggresslve military efforts.

The President has not determined thal the Borrower is engaging in
or preparing for aggressive military efforts.

FAA Section 620(k). If comstruction of productive enterprise where
aggregate value of assistance to be furnished by United States will
exceed $100 million, identification of statutory authority.

ROT APPLICABLE.

FAA Section 620(1). Compliance with prohibition against assistance
after 31 December 1965 for the government of a country which falls
to institute investment guaranty program.

The Borrower has instituted the investment guaranty program.

FAA Sectlons 636(h); 612(c). Appropriate steps that have been
taken to assure that, to maximm extent possible, cow.try is con~-
tributing local currencies to meet the cost of contractual and other
services and forelgn currencles owned by the Unlted States are
utilizied to meet the cost of contractual and octher services.

To the maximum extent possible the Borrower 1s contributing local
currencies to meet the cost of contractual and other services, and the
United States owns no local currency that could be used for thils

proJject.
(section I-G-3)

App. (Section Unnumbered). Use of funds to carry out FAA Section 205,
which pertasins to IDA.

NOT APPLICABLE.
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App. Section 102. Compliance ith requirement that payments 1n
excess of $25,000 for architectural and engineering services on
any one project be reported to Congress.

Obligations of funds in excess of $25,000 for architectural and
engineering services on this project will be reported to Congress.

App. Section 104, Compliance with bar against funds to pay
pensions, etc. for military personnel.

Funds obligated by the loan and local currency generated thereby
will not be used to pay penslons, annulties, etc. as prohibited
in this Section.

App. Section 111. Compliance with requirement for security
clearance of personnel under contracts for services.

Thiec reguirement will be enforced.

Avp. Section 112, Compliance with requirement for approval of con-

L.,T.D. will approve any firms providing services for the project
and Ffinsnced under the loan and the terme of any contracts under
which such services are provided.

App. Sectlon 114, Compliance with bar against use of funds
agsessments, etc., of U.N. member.

Loan funds will not be used to make any payment te the U.N.

App. Section 117. Compliance with regulations on employment of U.S.
and local persomnel for funds obligated after April 30, 1964
(Regulation 7).

Congtruction work financed by the loan for the project shall be
performed by qualified persons, in accordance wilth the A.T.D.
regulations promulgated pursuant to this Section.

App. Section 401, Compliance with bar against use of funds for publicity
or propaganda purposes within United States not heretofore
authorized by Congress.

Losn funde will not be used for publliclty or propaganda purposes
within the United States.

UNCLASSTFIED
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PERSONNEL REQUIREMENTS FOR 1965 and PROPOSED 3-YEAR PROGRAM
General Program Drug Therapy PROGRAM TOTAL
71965 T900 1907 1968 1965 1966 1967 1900 1965 1966 1967 19

1 1

Director - SNEM

Physicians

Administrators

Asst. Adminlstrators

Auditors

Warehousemen

Asst. Warehousemen

Entomologist

Asst. Entomologist

Asst. Statisticians

Secretaries
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Microscopists

Lab. Helpers

Supervisors of Zones

Chiefs of Sectors

Chiefs of Brigades

Sprayers

Mixers of Insecticides

Inspectors/Evaluation

Evaluators

Evaluator Helpers

Chauffeurs-Auto

Chauffeurs-Boats -

Mechanics 5
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Porters & Messengers 3
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HONDURAS MALARTA CAMPAIGN BUDGET

FXCLUDING COLLECTIVE TREATMENT

(Us $)
1966 1961
Salaries and Travel
Program Supervision $ 28,110 $ 28,110
Spraying 130,460 72,060
radication 231,980 283,020
HealthEducation 4,680 4,680
Administrative 56,460 56,460
Transportation 26,280 26,280
General Services 13,500 13,500
$541,070  $hah,110
Operating Costs $ Lg,500 $ 40,000
Contingencies $ 9,030 & 8,390
Total $600,000  $532,500
it s et ey LomEETETRIET
Three-Year Total: $1,615,000

UNCLASSIITED
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1968

4 28,110
36,090
275,880
L, 680
56,460
26,280
13,500
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Salaries

COLLECTIVE TREATMENT BUDGET

&

and Travel

v

Chicf Doctor
Supervisors

Adminictrative Asoistants
Statistical Assislants

District Chielo
Warchonseman
Group Chiefls
Medicators
Heaith Educator:s
Microscopists
Lab. Assistants
Investigators
Chauffeur--Autos

[—
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1968

5,700 § 5,700
)220 2,610
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KEY PRRSONNTT~-HONDURAS MALARIA ERADICATION CAMPATIGN

Dr. Antonic Peraza
Ministro de Salud PUblice y Asistencia Sociaml

Dr. Manuel Bueso ¢
Sub-Secreterio de Salud Publice y Asistencia Social

Dr. Jorge E. Zepeds
Director del SNEM

Dr. Juan Delgado Pineda
Jefe del Depeaertemento de Evaluecidén Epidemioldgice

Dr. Luls Vidal Ramos
Sub-Jefe del Departamento de Evaluacidn Epidemioldgica

Dr. Wilfredo Perdomo
Jefe del Departamento de 0peraciones de Cempo

P.M. Rubén Barrientos Valle
Jefe del Depariamento Administrativo

Sr. Rosendo Martinez
Jefe de la Seccilon de Trensportes

P.M. Rubén Célix P.
Auditor

Profesor José A. Célix 3
Jefe del Departamento de Educacion Sanitaris

Sr. Carlos Gomez Z.
Jefe de Leboreatorios

Sr. Menuel de J. Amador
Sr. Mario H. Durdn

Sr. Armando Moncada

Sr., Ismael Mendoza
Supervisores de Zonsa

PAHO FIELD OFFICI:

2
.

3.

Dr. Lelio Colheiros - Medico-Consultor
Sr. Rumon Rodriguez - Inspector
Sr. Eusebilo Ramos Cumucho - Inspector

UNCLASSIFIED




UNCLASSIFIED =
ANNEX II,5 of 8
Exhibit 5 s

COos8T ANALYSIS -- PAHO CONTRIBUTION
(Us $)

1966 1967 1968  Total

Honduras Office (3 people) $63,158  $66,24h $65,264 $194,606

* . . !
Regional Office (L people) $18,260 $18,255 $18,808 $ 55,363
Total Thrze-Year Contribution 5222;252

¥ One-sixth of total cost of PAHO Regional Office
serving six countries.
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CHRONOLOGY OF THE PROGRAM PHASES

{111} Preperatory Phase | 1 Attack Phase

House Sprayings l966§ 20,000 , - l

1967 §__30,000 i
1968 {__15,000

Persons to Recelve 1966 146,000

Mass Drug Treatment 1967
1968 31,000 E

Persons to Receive 1966 2kl , 000
Presumptive Treatment
2t 1967 1 100,000 1967

1968 {30,000 & 1968

JELATSSVIONO

_ i 1966

STATUS OF MATARTAL AREA

T
‘ 538
1957 | — 5EE
=
. Presetj Consolidation - 79,217 KM.< fo E‘
5
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CUMULATIVE DISBURBEMENT SCEEDULE:

1967
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A.T.D. ASSISTANCE - MALARIA FRADICATION PROGRAMS - 1958 THROUGH 1968

($U.8.; 000 omitted)

GRANT LOAN
Country TO58 1050 1060 1961 1962 1963 1ook 1965 1966 1967 1968
Guatemals - 350 1485 485 517 585 140 250 650 650 250
El Salvador - - - - - 2C0 200 10C - - -
Honduras 150 550 345 248 410 410 116 150 675 378 118
Nicaragua 100 200 200 300 433 430 335 335 1,000 784 280
g
(@]
5; ‘
;3 HOST GOVERNMENT BUDGET - MATARTA ERADICATION PROGRAMS -- 1958 THROUGH 1968
= ($U.S.3 000 cmitted)
o
Country 1958 1959 1960 1961 1962 1963 196k 1965 1966 1967 1968
Guatemala 682 Lo1 423 L16 573 702 500 750 oli5 al5 alLs
El Salvador 515 542 488 564 L66 366 366 36 1265 1168 1003
Honduras 134 292 138 279 300 300 300 300 300 380 Lg0
Nicaragua 232 330 330 330 330 453 453 L65 L7h 696 300
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AID-LA/ A~ (i'( iratt)
LOAN AUTHORI ZATION ANNEX 11T, ! ?
Provided from: Alliance for Progress
HONDURAS: Malaria Eradication

reuant, Lo the authority vested in the JoputJ U.S. Ceordinator,
tunce Tor Progress by the Foreign Assistance Act of 1961, as amended
Y 2 3 3

the delepations of authority igsued thereund@r, 1 hereby authorize
cstablishment of a loan pursuant to Part I, Chapter 2, Title VI,

jance Tor Progress, of sald Act, to the Republic of Honduras ("Borrower

of not to exceed one million one hundred and seventy thousand United

Stutes dollars ($1,170, OOO\ to assist in Fln cing the United States
B

ar and local currency costs ol equipmen mx*orldi, and scrvices

- oessary for the conduct of Borrower's regl oni]]J coordinated national

to eradicate malaria from its territory, this loan to be subjiect
following terms and conditions:

Interest and Terms of Repsyment. Borrower shall repay the loan Lo
the Agency for International Development (MA.1.D.") in United States
dollar riy (40) years from the first d¢oburooment under

- cluding a grace period not to exceed ten (10) years.
he Borwowe" snall pay interest to A.L.D. in United States dollars
on the disoburs lnnce of the loan of one (l) pbrcent per annum
during the grac

snnum therealte

m
LDCL

o
’D ol

Other Terms arnd Conditions.

“ormelly shall have approved the Honduran Technical Plan and

/ . - . AT A -
{a) Prior to the execution of the Loan Agreemenc PAHO/W and AID/W
t ional Ceordination Plan.

o
~-
g
R
= bl
i O
t
Q

the first disbursement or the issuance of the first
{ocument under the Loan Agreement the Borrower shall
furnish A.T.D., in form and content satisfactory to A.T.D., a
schedule of its conLrlbutlons to the project during the estimated
disbursement period of three years fron the date of execution
of the Loan Agreement. The Borrower shall accompany that
cchedule with evidence satisfactory to A,I.D. that it will
provide the contributions called for by the schedule.

4
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Prior to the first disbursement or the issuance of the first
commitment document under the Loan Agreement the Borrower
shall furnish A.I.D., in form and substance satisfactory to
A.T.D., evidence that UNICEF's contribution to the Project
will be avallable on a timely basis.

Borrower shall covenant to provide the resources necesgsary
to achleve the eradicatlion of malaria within its territory
and to use its best efforts to prevent the resppearance of
malaria in that territoryj and in furtherance of those
understandings Borrower shall covenant to consult
periodically with representatives of A.I.D., or such
persons es A.L.D. may nominate, during at least the

first five years after th last disbursement under the loan.

Equipment, materials and rices (except shipping and marine
insurance) financed under . loan shall have theilr origin in
and be procured from the United States or Member Countries of
the Central American Common Market. Shipping financed under
the loan shall be procured from the United States, and marine
ingurance financed under the loan shall be placed in the
United States with a company authorized to do marine iInsur-
ance business in any state of the United States.

United Stetes dollars utilized under the loan to finance
local currency costs shall be made available to Borrower or
1ts designes through approprlate procedures and shall De
used only for procurement in the Unlted States.

The loan shall be subject to such other terms and conditions
ag A.T.D. may deem advilsable.

Deputy U. S. Coordinator

Date
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