
5:110011 ~ 
P fJ-M-J7:' - ~45"/0.lft 

DEPARl'MENT OF' STATE 
AGbNCY FOR INTERNATIONAL DEVELOPMENT 

Washington, D.C. 20523 

UNCLASSIFIED 

AID··LA/P-78/1 
Apr:i.1 11, 1967 

MEMORANDUM FOR T:IE DEVELOPMENT LOAN COMMITTEE 

SUBJECT: Honduras: Feasibility Studies (Increase) 

Attached for you.c review <-~re the recommendations for an 
amended authorization increasing 'cy $500,000 a loan in an a1nount 
of $500,000 made to the Government of the Republic of Honduras to 
firiance the United States dcllar and local currency cosi:.s of 
equipment, materi.al, and ~ervices necessar.t for the conduct of 
certain sect0ral or resource surveys, prefectsibility studies, and 
feasibility studies. 

Please acvis8 us as early as i)ossib1e but in no event 
later than close of business on Tuesday, .4pril 22, 1969, i.f you 
have a basic policy issue arising out of this proposal. 

Attachments: 
Su.mmary and Reconun~ndations 
Project Analysis 
ANNEXES I-IV 

Rachel C. Rogers 
Assistant Secretary 
Development Loan Co:mm.i t tee 
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HONIXJRAB - FEASIBJLITY STUDY LOAN INCREASE 

SUMMA.RY AND RECOMMENDATION 

1. BORROWER: The Government of Honduras 

UNCLASSIITED 
AID-LA/P-78/1 
April 11, 1969 

EXECUTING AGENCY: Superior Council of Economic Planning 

2. AMOUNT OF LOAN: This paper reconnnends an increase of $'.)00,.JOO in 
existing loan No. 522-L-015 to a total of $1,000,000. 

3. LOAN TERMS: Repayment in dollars within 40 years with 10 years 1 

grace on the repayment of principal. Interest at 2i per annum 
during the grace period and 3% per annum thereafter for the new 
f'unds. 

4. DESCRIPTION OF PROJECT: The funds provided by this loan will be 
used to finance dollar and loc~l C'nsts of sectoral or resource surveys, 
prefeasibility studies and feasib:~lity studies of both government 
executed infrastructure projects '3.lld for certain private sector 
investment proposals. It is anticipated that the greater part of 
the funds will be used for feasibility studies of infrastructure 
projects. The National Economic Council will coordinate and 
supervise the loan by evalt:ating the study proposals submitted by 
the various ministries and determining which are of sufficient 
priority and timeliness to warrant prese~:tation to A.I.D. for 
financing. Studies will be made for possible projects in roads, 
agricultural development including irrigation, industrialization 
and tourism. 

5. PURPOSE OF PROJECT: The studies financed under this loan will 
enable the Government of Honduras to identify and determine the 
economic feasibility and potential of selected development 
projects as well as to provide adequate engineering, economic and 
financial data for applications for external financing of such 
projects. 

6. BACKGROUND: This loan is an addition to Loan 
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522-L-015 which was authorized in February, 1966. 
One study, the Central Highway, has been financed 
under this loan to date and has required all but 
a small amount of the available funds. The 
Superior Council for Economic Planning has ident
ified several additional studies it believes 
should be undertaken in the near future. The 
GOH planned to request an increase to the loan 
of almost $2,500,000 but, after further discus
sions with the USAID about the studies to be 
financed, decided to request $560,000 for 
studies which are in an advanced stage of plan
ning. 

7. OTHER FINANCING: The Eximbank on April 17, 1967 
indicated it had no interest in this project. 
The IDB on May 5, 1967 and the IBRD on April 5, 
1967 both stated they did not wish to consider 
loans for this purpose. 

8. MISSION VIEWS: The Mission considers th a pri
ority project and recommends its approval. 

9. STATUTORY CRITERIA: The statutory criteria for 
this loan have been met (See Annex I). 

10. ISSUES: None 

11. RECO:tvfMENDATION: Authorization of an increase in 
A.I.D. Loan 522-1-015 not to exceed $500,000 to 
the Government of Honduras under the following 
terms and conditions: 

(a) Repayment within forty (40) years from the 
first disbursement, including a grace period of 
ten (10) years; 

(b) Interest of two percent (2%) during the 
grace period and three percent (3%) thereafter; 

(c) Repayment of principal and interest in 
United States dollars; 
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(d) All conditions of Loan 522-1-015 shall 
apply to this increase; 

(e) Such other conditions as A.I.D. may deem 
advisable. 

Project Committee: 

Loan Officers: Van Dyne Mccutcheon 
Paul W. Fritz 

Engineer William S. Gardner, Jr. 
Economist Al Zucca 

Rate of Exchange: 

One U.S. dollar ($) = two Lemp1ras (L.) 
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SBCTION I - DETAILED DESCRIPTION or PROJECT 

A. BORROWER 

UNCLASSIFIED 

AI D-:LA/P· 7 8/1 
April 11, 1969 

The Borrower will be the Government of Honduras. The 
executing agency will be the Superior Council for Economic 
Planning (SCEP), successor to the National Economic Council 
(NEC), which will coordinate the requests for feasibility 
studies made by the various ministries and semi-autonomous 
agencies of the GOH. The NEC was established as an autono
mous institution in 1955 to advise the President on matters 
of general economic policy and specifically to direct and 
coordinate development planning. It became the SCEP ln late 
1965 when it was reorganized an<l given additioral responsi
bility. SCEP also has additional responsibilities in govern
ment administrative reform, budget review, coordination of 
certain statistical programs as related to planning, and over
all coordination of foreign or other long-term lend;ng to the 
various governmental agencies. 

The following seven representatives comprise the gov-
erning council SCEP: 

Minister of Economy and Finance (President) 
Minister of Communications and Public Works 
Minister of Hatural Resources 
President of Central Bank 
President of the National Development Bank 
Representative of Private Sector 
Representative of Private Sector - Labor 

B. AREAS TO BE STUDIED 

The loan application submitted by the SCEP lists nine 
specific projects under three major headings, agriculture, 
industry and transportation. USAID and the SCEP have previ
ously discussed other specific studies which were not in
cluded in the application. Those included are considered to 
be of high priority and are in an advanced stage of planning. 
The principal areas to be studied, with background comments 
on each, are indicated below. 

1. Transportation - Estimated amount $80,000. 

The inadequacy of the Honduran road system has been 
officially recognized Ly the Central American countries in 
the decision to allocate a greater than proportionate share 
of the Integration Fund to thE! Honduran 11 integration roads . 11 
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Construction work is already well underway on paving 
the North road, a major highway between Tegucigalpa and San' 
Pedro Sula jointly financed by the IDRD, IDA and IDB. Other 
road sections either under construction or being studied will 
complete the basic trunk network of the country. A national 
secondary road plan has been developed and numerous roads arc 
either under construction, being studied or designed. 

The only road project to be included in this loan is 
an inter-connection all the trunk routes radiating from 
Tegucigalpa. The North road entrance into the city is already 
badly congested and will become worse when paving is completed 
in two years. The South road is paved into Tegucigalpa; the 
East Road is presently under study by an English firm~ final 
design is nearing completion for CABEI financing of ~onstruc
tion of the road from Ter~ucigalpa to Danl:i; the Central High
way study is nearing completion. 

There are no present plans to avoid concentrat 
th traffic in igalpa and increasing the already severe 
congestion. The study would be d toward interconnecting 
all tne above routes without routing traffic through the city 
and would also determine ways tc traffic coming into 
the city. 

2. Agriculture - Lstimated amount _,OC-C· 

a. Irr ,oc:o 

Honduras has only about 2-1/2 percent of its culti
vated land area under irrigation, a total of approximately 
21,500 hectares. Much of the cultivated land is in production 
only during the rainy season, It estimated that sufficient 
water is available to irrigate well over 3C1,000 hectares. 
The GOn plans to intensify irriga:ion efforts in various parts 
of the country over the next three years to bring an additional 
30,000 hectares under irrigation. It also intends to carry out 
feasibility studies with its own resources for several ~mall 
scale irrigation projects throughout the country. However, the 
GOH realizes that it needs external assistance for financing 
studies of larr;er, more complex irrigation projects by quali-

engineering firms. Therefore, the application requests 
fundinf; for a study of the Hacaome River basin of the 
Department of Valle in Southern Honduras. The bas encompasses 
approximately 10,000 hectare~ of potentially good agricultural 
land, connected to 1Brkets by existing roads. 
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Although the southern part of Honduras presently accounts 

for almcst all of the cotton riroduction of Honduras) never
theless t!1e level of economic activ.i.tv of this znnP l;w~ hPhjnr'I 

the rest of the country. f\ 1.9GG survey perfor'mcd J,y 
Stanford Hesearch I us ti tute on trie ; i)evclopi::ent of the 
Southern Zone· recor:imerh1S c1 div•::rs.ll ication pro1:,rar~i throu~:i. 

irri~1,ated ap;ricul ture alone ""i tt1 tne developrr.cnt of food and 
feed crops arni livestock. If un(krtaken, the ibility 
study for irrigating the .Jarclc~e river ba~in would De closely 
coord~nate:l with the Ci"Oi'i I.kvelovncnt and :)ivc:'c;ification 
Program recen-tly ai::+rovec 0y th.,_; Uni tee! ;, 1tions for finc..ocln;'. 
!)y the U.:i. ~~pecial Furn.;. Lstir;;;_it<:;u cost.:; of tne Proe,ra:r., 
including tut;'.: GO,; contribution, are dlmost :,;.l. mill 
'ri1rougL at.::ricul tural r'2search, .Jc::ions tr at ion r:lots, tro ining, 
and market 3urvc:;s th u. :i. Pro::,ra1,1 will l)e 'ill ir.iport.::int 

toward'-> st i:;1ulat ;.,.roduc t ion for local consumptior. anc; 
reducing Honduras' rel on sxport or uan2nas, coffee anc; 
cotton for s foreign exchange earnings. Accardi 
before author:izint;: the ;;acaome study, the USf,IlJ kill, among 
other tliin;::i:s, want to be satisfied t:wt there would Le ade
quate coordination between the ~evelopment of tne study and 
the U. : •. Pro~~rarn. 

1\lso, the U::>f\ID is familiar i;iti1 a feas ility study for 
an irrigation and power project the Choluteca region re 
ccntly coril:i)leted by a LJ. S. eng mg firm under a CAB:CI 
financed contract. irrigation aspects of this study 
covered plans for irrigatinr; some 15, 500 hectares located 
approximately 50 kilometers from ~acaome. The total estimat
ed costs of the project, including the development of hydro
ele~tric facilit • are 2,750,000; the calculated oenefit/ 
cost ratio was 1.6:1 witn an internal rate of return estimat
ed at 8.S percent. In view of the large investment required 
and the absence of large economic returns, the GOH has 
decided not to undertake the project for the time being. 
Although the Nacaome and Choluteca regions are very similar, 
the GOH believes that the proposed ~acaome study is essential 
to considering any further large scale irrigation projects in 
the South. Nevertheless the USAID will give further careful 
review to the need of a second large irrigation study in 
Southern Honduras before deciding whether to approve financ
ing of the Nacaome study. 
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b. Natural !~eso:-ir~ Surveys - $100 ,000 

Th2 GOH has received bids on 1:20,000 scale aerial 
photography of some 12,500 kilometers of principal valley 
areas in the country. The lowest bid received was f0r 
$58,000 from a qualified U.S. firm. The low bidder has been 
invited to come to Te~ucigalpa by late December lgGs to sign 
the contract; mobil:ization should start shortly thereafter. 
The company should bf!gin flying by January 15, 1969 to assure 
completion by the end of the d1'y season. 

The photography is needed to determine agricultural 
and natural resources development priorities, particularly 
those related to agrarian reform projects. The photographs 
could also be used for property evaluation uontemplated in 
tl1e USAID's Natural Resources Lvaluation Joan being considered 
for possible FY 19G9 or fY 1970 funding. 

A.! D. has participateJ in all stages of the bid for 
this photography~ h,1s ripproveri th<? ~or::r-.::i.ctcr a.:cJd will have 
an opportunity to review and approve the contract before work 
begins. The GOli, to take advantage of this season's good 
flying weatl1er, nas decided to undertake the photography con
tract for its own account. It muct be ui1derta.ken irmnediately 
or smoke from the spring forest :fires and cloud-cover the 
remainder of the year will force J one year delay. A. I. D. has 
agreed to reimburse the GOH for all eligible payments under 
the contract if and when this incr~ase to Loan 522-1-015 is 
approved. It is therefore proposed that funds from the increase 
be available to reini"ourse the GOH for expenses incurred lmder this 
contract. 

3. Industry - Cstimated Amount $250, 000 

The GOH Action Plan est~Jlishes a goal of increasing 
the contribution of the industrial sector to GDP from about 
13 percent in 196L~ to 18 pi:;rcent in 1971. They have included 
three particularly promisine projects in the group of studies 
to be financed with th:is increase. 

a. Forest Products - $100,000 

Almost half the land area of Honduras con~ains 
forest stands of commercial value. International Paper Co. 
and the GOH recently concluded an agreement under which IPC 
will establish a pulp and paper mill to produce linerboard, 
lumber and wood by-products. It is hoped that this will be 
a first step in planned utilization and regulation of these 
vast resources. 



There is virtually no production of secondary 
wood products from Honduras' fot•ests with the exception of 
limited domestic output of furniture and cabinet work, and 
two plywood plants. 

The GOH has proposed a study to develop improved 
methods of drying and curing wood products, to identify market
able products which could be produced, to locate potential 
markets and do some p1"eliminar'Y design work. It is hoped 
through this method that private enterprise will be stimulat
ed to invest in this promising area. 

b. Foundries and Metal Working - $50,000 

GOH is reviewing possibilities of encouTaging 
development of a private :Lndustry to utilize this resource. 
In order to rationalize future private investment in the metals 
industry, and in order to integrate investment with the 
needs of the CACM, the GOH proposes to undertake a pre-feas:tbility 
survey to determine the needs and potential for foundries and 
metal working industries for both ferrous and non··ferrous metals. 

c. Tourism - $100,000 

The !Jorth Coast of Honduras has an enourmous 
tourist potent which has not as yet been tapped. All the 
natural attractions of the Caribbean are present - sandy 
beaches, clear water, proximity to the U.S., etc. Punta Sal 
is located on a peninsula some 20 kms. northeast of the north 
cost city of Tela, and according to a Porter International 
study is one of the best Honduran sites for tourist facilities. 
The proposed study would focus on the potential for tourism 
and the spec projects needed, including transport&tion 
facilities, for developing tourist facilities at Punta Sal. 
The study would complement general surveys already undertaken 
by potential private investors. 

4. Other Studies 

The above studies have been specifically reqne by 
the GOH but not all have been thoroughly reviewed by the 
USAID. In order to be able to undertake other high priority 
studies, the authorization should use the same project defi~ 
nition as the present loan which is n ..• for the conduct of 
certain sectoral or resource surveys, prefeasibility studies, 
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and feasibility studies, ••. 11 . Other studies considered high 
priority by the GOil include: sector studies of the develop
ment of the Guayape Valley and the Yojoa lake district, at 
an estimated cost of $300,000 each; and prefeasibility inves
tigations and feasibility studies for projects in the in<lus
tr•ial sector, such as pork meat processine:, rug making, and 
various other projects at an estimuted total cost of ~150,000. 

C. IMPLEMENTATION PLAN 
-··--·--------
The GOH, through thc·-~~CI:P, will suV1i t l'equests to the 

~i3sion for the funding of each individual prefeasibility or 
~casibility study or survey. The prefeasibility studies or 
surveys will produce information upon which to determine and 
to select projects for further specific feasibility ctudies. 
In order to present all available information that would be 
of use to the Mission in evaluatine each request by the SCEP, 
the request will include, but not be limited to, the follow
inr:,: 

1. Prefea::;; il 

a. ;,dme and location or ;:;xtent of invest ion. 
;.J. /\gency within the GOH that will s and 

administer the contract. 
c. Short <les:ription of the objective of the 

investigation and how the resulting informa-
tion can ~e used the evaluation of the 
project's rriority for further feasibility 
study, or for other priority studies. 

a. Description of previous studies and their 
availaLility. (If available to the SCEP 
they should i;e included in the request.) 

e. Scope of work fol';' the contract. 
f. Contribution to be made to the investigation 

by the GOH. 
g. Estimated cost of the study, broken into 

dollar and local costs. 
h. Estimated time to make the investigation. 
i. If available, ilane(s) of engineering or 

technical consultants that the Borrower 
believes are qualified to do the investiga
tion. 

2. Feasibili!Y Studies 

a. Name and location of the subproject. 
b. A short description of the subproject. 
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c. The agency within the GOH that will sign 
and administer the contract. 

d. Description of previous [;tu<lies and 
their availability. (If available to the 
SCEP, they should be included in the appli
cation.) 

e. Scope of work for che contract. (A.I.D. 
will assist the Borrower i.n the development 
of the scope of work since it must be 
a.pp1~oved by f\. I. D. before contract ncgo
tia tions can be initiated by ti1e c;oH.) 

f. Contribution to be made to the project by 
the GOH. 

g. Priority and general economic justification 

of the development project for which the 

feasibility study is to be undertaken and a 

general statesent on the way it will be 
carried out (institution, mechanisms, financ
in5, additional legisla~ion, etc.) 

h. Lstimated total cost of the study, with a 
breakdown, if possible, of foreign and local 
costs, showin8 estimated amount of loan funds 
required and GOh contribution. 

1. Estimated time for raaking the study. 

J· If available, name(s) of engineering or other 
technical co~sultants the Borrower believes 
are qualified to make the survey. (This is 
not necessary until after the subproject is 
approved but if available at the time of the 
application, it can be included.) 

The USAID and the Regional Legal Adviser will have the responsibility 

for approving the project and the priorities selected by the GOH. The 

scopes of work for the contracts, the qualifications of the firms pro

posed and the contracts will be reviewed and approved by the USAID and 

the Regional Legal Adviser in accordance with its existing delegations 

of authority before negotiation by the GOH. 
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All contraets will be made with rrequaJ.ified United States 

enginee-ring or Central American technical firm;::; and will be 

negotiated by the two parties witllout rUrect assistance from 

A.I.D. Joint ventures of U.S. firms and Central American 

firms will be acceptable for contracting as well as contractr· 

directly with Central American firms. 

Any feasibility Slll'Vey applicat1on that may 8})pear to 

qualify by CABE! Feasibility Loan will> upon determination by 

the USAID, be sent to CABEI by the SCEP to determine its 

interest. The USAID will not approve such a JJro,ject unti1 

CABEI has indicated it has no inte:::'est. 

In approvtng proposed suhpro,jects, the USAID will ensure 

that: (a) the proposed development p:::-o,ject is considered of 

high priority to Honduras' clevelupment; and (b) there is 

both serious intent on the part of the prospective ip-restor 

to carry out the development project in the reasonably near 

future if it is judged feasible, and a reasonable probability 

that financing for the project will be mads:;- available, either 

.from domestic or external i~esouxces. 

It is anticipated that the Loan Agreement Increase will 

be signed in the summer of 1969, and ratified 1)y the Honduran 

Cor.gress before the end of i969. In view of the fact the amount 

of the original GOH request h?s been substantially reducecl, the 

SCEP should be able to execute all contracts under the amended 

loan within 18 months from the ratif'ication o:f -the Amendment 

with final payments to contractors being made by 12 to 18 months 

after the last contract is signed. ~1herefore the terminal dis

bursement date of' the amended loan will be approximately 

December 31, 1972. 
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SECTION !I - !ff STORY OF LOAN 
~~-. -~-,.. 

Tbr:? origin.e.l t'eo.aibility study loan in Honduras, No. 
522-L-015, was signed on Febrlmry 25, J.966, tCJ finance 
sectoral or r~source s1Jr.reys, prefcar.ibtli ty studies and 
feasibility studies of both government executed infra
structure projects "'nd for certain private sector invest
ments proposals. It ~s a.ntic'iva.tf~d that the greater part 
of the funds would oe ur.ed fo:r ff)asibili ty studies of 
infrastructure pro,jccts. 

The SCEP slgned fa eost plus fiXt!d fee contract in 
September, 1967 1-rt th a U. :1. engtneer:i.ng .firm in the amount 
of $357 ,879 f<n· a feasfti1ity study and preliminary plans 
for the 2li+ ki. lorr1etc·r Cent.ro.l Highway. The orde.r. to pro
ceed was issued 'in Decenfner, J.Cjf~'{. Untll recently, progress 
has been poo1· due to circumstt:J..nces both wi.thin the control 
of the firm 1:1...-1rl outside o:f its control. 'I'he results have 
been that the c·:..is·:-:. t1as gone u:p to a.n estimated $485,000 
and the complet.ion (late extended by several months. 

Under the consultant's revis,.,.·d sched\tle, o.pp1·oved by 
the GOH and thf! USAlD, all field work wi 11 be completed by 
the end of December. Acri.al :photo inteq;iretation is being 
made by a qualified U, 3. fi rr:'L 'J'he economic analysts 'has 
been completed. 'I'}H: GOH is now providing closer monitoring 
of the project and in vi.ew of the consultant's recent pro
gress it now appears that the f:i.nal report wiLt be ready 
by May_, 1969 s:t.nd will be wi'&hin the revised cost estim9.te. 

The tlel.ays between the dates of signing the Loan 
Agreement, executing the first contract, and isduing the 
notice to proceed . ...,,'11.s lndtcative of the ~3CEP's limited 
capabilities during the early implementation stages of 
this first loan. To date, there have been three Exe~utive 
Secretaries of the SCE:P nince the I.r::>an Agreement was signed. 
The first Executive Secretary was replaced in June, 1967 
by an individual who was a.lso named. the Director of the 
National Agraria.11 Institute at the same time. Although 
this individual is n highly ~apable administrator, it 
eventually became apparent that he lacked the time to meet 
the requirements of both positions. In August of 1968, the 
present Executive secretary of the SCEP was appointed. 
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He has been able to devote f\lll time to his ne1~r 4uties and 
re~olv-ed the problems concerning the Central Highway fea~ 
sibility study in an expeditious and technically sound 
manner. The l;SAm belleves tlmt the experience gained. by 
the staff of the Planning Councll over the la.s·t two years 
in this type of project and the willingness of the present 
Executive Secretary to act quicltly ar.1 follow through will 
result in greatly improved performance in implementing a 
second tranche to the feasibility stud.ies .loan. 
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SEClJ.'ION III. FINANCIAL AND ECONOMIC ANALYSIS 

A. Loan Amount 

Tho preliminary request from the was for a $1, 000, 000 increase 
to the A.I.D. Feasibility Studies loan. The IRR requested approval of a 
loan up to :jn, 000, 000 which amount was approved (See Annex III). 

Subsequently, the SCEP developed a more specific list of pri.ority 
projects to he financed, with estimated total costs of aJraost $2,500,000. 
However, experience with the first A. I.D. 10011. and further discm:sion 
on the proposed studies convinced the USAID that a smaller loan would 
be more within the present administrative capabilities of the GOH and the 
likely availability of funding for the pro,jects themselves. Accordingly, 
the USAID is requesting $50C,OOO this time. these funds are 
IJ).'"J)ended addition al funding may we 11 be sought. 

We are financing lCKf~ of the clirect costs of the p1·ogram in line with 
our usual p'.)l:tcy. The GOH will provide in the form of office 
space, vehicles, translate.rs, etc.) which we not tried to quantify. 
Ow· strong interest in the program, t,.,.e departure fror" local customs in 
undertaking costly and detailed s~udies of this nature, administ· ·ative 
difficulties and expense of financing contracts from two sources, 
provide justification for A. I. D. f'in811cing of all direct costs. 

In order to provide loc cu:rrency for the Project, the GOH would have 
to secure le approval amend the 1969 budget. This would be 
di in of reductions made by A. I. D. in the local currency 
component of the Agricultural Credit and Storage ( -L-018) and the 
controls aced on Honduran ex:ports of 

B. Loan Terms and Local Currency Financing 

The loan will be the major source of financ for this type of 
activity in Honduras. As with the loan the increase \·rill be 
used for both foreign exchange a>1d local currency costs of the consulting 
contracts. Assrnning a preponderance of U.S. consultants, it is anticipated 
that the lac currency requirement will be minirnai. The present contract 
witt TCI is 65% dollar costs, a ratio which should hold with this addition. 
Not more than $175, 000 should be requ:Lred for local cost financ The 
GDH will be encouraged to ])rovide supporting services to the project. 
Any local currency required in the operation of the loan will be generated 
through the special letter of credit procedure customarily used by the 
USAID to finance procm•ement of U.S. goods and services in exchange for 
local currency. 

The loan terms and financing of minimal local costs, as proposed herein, 
can be justified by consideration of the GOH budget, debt service and 
balance of payments situations in relation to its development plan. This 
subject was analyzed thoroughly in the Capital Assistance Paper for the 
Agricultural Credit & Storage Loan, w:ritten only a few months ago. The 
analyses and conclusions contained therein support the granting of a non
revenue producing loan such as this on the most lenient ter.ns :possible. 

UNCLASSIFIED 



rl1hE .. >.'e n.re no U. c:. -cont rolled 
project except those that arc 
credit 1n·ocedure. 

UNGIJ\Sf:iIFIBD 

local i'uncfo avallable for this 
through the special letter of 

The lJ.B. recd.Vt:;; :t.5'75,000 eqilivaJ.ent mmually 
from re1n\:yments of two loans repayable in loc c~urrency. 'I'hese 
revayments cover only n vortion of U. G. Government local cuxrency 
needs in IIondtu·a~>, which were 

All two-::-d:<~r locr.l 
through GY 

be availnble in 
l'C\"('.l1UC lJI'Oducing 
/\.I~ D. rrl1ere is 

1971. 
ects 

currenc;,c 

1J'he con 
ince it 

UNCLASSIFIED 
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of 000 is expected 
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A.I.D. strategy in Bondw:as is geared to increasing 
the absorptive capacity of the Public Sector by: (1) improYing 
the general efficiency of public administration; {2) assisting 
in the preparation of t\etailed ec<>nomic planning and its exec ... 
ution; and (3) advising in the administration of revenue col
lection. It is directed primarily at the long range objective 
of establishing the human and institutional base for more 
rapid developnent. It recognizes the need :t"or substantial in .. 
puts of economic resources to construct the infrastructure in 
which the economy will develop in the future. This loan will 
contribute directly in helping to increase the planning ca
:paci ty of the GOH by providing detailed data on a:pecific pro
jects, thereby enabling the logic~t.l and long range J;l].anning 
necessary to achieve satisfactory growth. 

D. Ecopomic Anru._y:si§._ 

1. petting, - Honduras 1o still considered the 
:poorest country in Central America both in terms of natural 
and hunan resources, and is among the :poorest i.n Latin America. 
A rather rapid rate of econanic growth in the recent past, 
which in 1966 and 1967 averaged 6 .. 7 percent in cu:rrent prices, 
'Was mainl.y due to a moderately strong perform.a.nee of agricul
tural exports. Between 19€e and J.967 the ex:port sector ac
counted for more tr.an one-third of the total increase in GNl? 
and ma.de up for lagging investment expenditures in the public 
sector. This lag is mainly attributable to delays in project 
pre:paration :partly due to the scarcity of qualified personnel 
to push investment :projects at the administrative and executive 
levels. 

2. Investme:it Absor:ptipn Ca:pacit:L of "t1.he GOH 
Experience thus far in 1968 indiCELtes that the GOH is subs
tanT-ially overcaning its past problem of public under invest~ 
ment. During the first three quarters of 1968, utilization 
of public loans from international public and pr:L vate sources 
amounted to more than $ 10.0 mill:ton. However, during the 
same period the GOH signed loan agreements for $ 11.5 million 
for the Rio Lindo lzyd.:ro-electric project (IRRD/IDA) end $ 4.,0 
million for a road from Puerto Cnrtes to the Guatemala. :rrontier 
(CABE!). As of September 30, 1968 the loan pipeline amounted 
to $ 85.8 million against a total level of lending fran public 
and private international sources to the GOH of $ 164 million., 

UNCLASSIEllD 



UNCLASSIFIED 
- 13 -

Sune $ l1j.l million, or mo:re than 52 percent, of the 
loan pipeline is accountei for by undiabursed balances of 
loans for six large road construction projectB. Construction 
is underway on all phases of the North road; the :paving con
tract for the Western Highway has been signed and work wi1-l 
begin in January, 1969; construction has begun on one section 
of the Tela-L~ Ceiba road and the contract has been awarded 
for the remaining section; the supervisory englneering con
tractor for the San Pedro Sula-Tela road has been selected 
and the contract will be sic:;ned. in early January 19©; cons
truction of the Puerto Cortes -Guate!nala frontier road is 
scheduled to begin in May, 1969j problems under the A.I.,D. 
Farm-to-Market. Access Road loan have been resolved -vfnich will 
eno.ble the remaining constructio::i contracts to be executed 
in the Spring of 1969. A full ttme Minister of Public Works 
and Communications was a.P11ointed in August, 1968. His previous 
performance as the Director of INVA, the Honduran hou.sint, 
institute, and his acti.ons to d.at.; as Minister are fttrther 
encouraging indications that the pipeline of :lnternational 
loans for major infrastructrt:re pro,je will be drawn dmm 
within a reasonable tim>? schedt'lLe. 

Ap:prox1.mate~v three qu~u·ter:; o:f the balance of the 
loan pipeline is accounted for by the undisbursed balance of 
the following loans: A .r .D. Secondary Eclucat:ton; Imm/IDA 
Rio Lindo H;ydro ctric; IBRD Puerto Cortes :port ex·pansion; 
IDB Agricultural I1oan to the Bl\Jli' .: anc1 IDB f,.abor Urnon Housing 
Project. r-Jr other than recently signed loans for the 
Rio Lindo Hydro~-electr:ic projeet disbu:rsements have already 
begun unc1er these loans. 

As the GOH :further 1m1>rove s performance of utilj zing 
its existing pipeliney it vlJ_l need additional, well conceived 
project :proposals in order to carry out meaningful developnent 
planning. 'l'he :proposed increaE:e to the feasibility stud1.es 
loan will help assuxe a continued availability of priori -L;J 
developnent ·projects with su:fflciently detailed analyses to 
enable sound cision making 

3. Ej._~cJng.-£?LJ=utmLfl.IY£.!L~~nt. If Honduras 
to achieve her economic growth gools and to develop at 
Alliance for PrQSreos rates, much tt~eater publlc investment 
is necessary" The GOH 1 s lmmedlate Action Plan for 1968-71 
calls for $ 222 million in new investm.ent during the period .• 
Domestic resources will finance:! $ 56 million of this invest
ment while :foreign f'inancial SC)urces are expected to provide 
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$ 166 million for the period, or about $ !~2 million annually .. 
To the extent foreign credlts are not available at planned 
levels, the GOH wuld be forced to rely on the eurrent account 
surplus and domestic liorrowings to meet its developnent gooJ.s. 

The present tax structure is ro.ther in:fle:x:ible and 
the partial tax reform of 1963 wh:lch contributed to a rapid 
growth in revenues lJetwei~n 1964 and 1967, lost much of its 
effectiveness. Nevertheless, as a posit:l.ve gain the propor
tion of direct taxes has increased frcm 17.4 ~rcent of the 
total tax revenue in 1960 to 32. 3 percent in 196~( and income 
tax collections ha.Ye increased substantial.ly through improved 
administration carried out w-1. th the cwsis-tance of' OOAID' s 
IBS PASA Teitra. Honduras still depends heavily on indirect truces 
as do all develo:p:tng countries, vrith import duties representing 
about 40 percent of the total tax recei:ptB. 

1l1he GOH :ts fully aware of the shortcauings o:f its 
present tax syst.e111 considering future inve~:rtment needs. It is 
reviewing measures to limit annuEJ. increases of ·the current 
account ex:pendi t.m·es to about 9 )i. rcent and reforms to: re
move present defic:J.enc ;5 in tax: :tnvestigat:l.on; o.pi:ily control 
systems for <:!ollection of direet ; revtse to.x exempttons 
and tariff's; a.nd improve the ta.x bllling syste"'.. All these 
measures and reforms, though bodJ.y needed, w:l1l not lncrea.se 
current and ca:pttal revenues to the :.projected levels of 
public expenditures clud.ing ca:i;)ital outlay. '.ro cope with 
the finandal. requirements of the :projected. inv1~stment program, 
the OOH is a.lao undertaking a series o:f new tax measures based 
upon agreement w:i.th the Central American Caumon Mart.et Countries 
(CACM) under the San Jose Protoc(ll. These mee.aures will include 
a 30 percent import tax surcharg€: on most tmports external to 
CACM and const.mption ta.xe:s on 26 categories of items imported 
frcm CACM with a maxi1num tax rate of 20 :percent. The new tax 
program :ls expected to add about $ 'T million annually to the 
GOH revenues, which if; to be used almost exclusively for 
public investment and a111o~ctizaticm of d.ebt. 

Measures necessary for prog:ress have 'leen ta.ken in 
improvement of ability to absorb inves-rinent ana.. in the region~ 
al tax me-g,sures. The support evi.dencec1 by th:ts loan increase has 
been earned by Honduran a.ctior.; it iB also needed to assure 
continued im:prow1nent. ~ 

UNCLASSIFIED 
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April 11, 1969 

HONWRAS - INCREASE TO FEASIBILITY STUDIES LOAN 

QIECKLIST OF STATIITORY CRITERIA 

(Alliance for Progres .. ) 

In the right-hand margin, for each iter.i write answer, or, as ~ppropriate, 
a sUJ'IUl\ary of required discussion. As ne..:-essary, reference the section(s) 
of the Capital Assistance Paper, or other clearly identified and available 
document, in which the matter is furthc~r discussed. This form may be made 
a part of the Capital Assistance Paper. 

llle following abbreviations are used: 

FAA - Foreign Assistance Act of 1961, as amended by the Foreign Assistance 
Act of 1968. 

App. - Foreign Assistance and Related Agencies Appropriations Act, 1969. 

COUNTRY PERFORMANCE 

P1'9flress TOI.Jard.a Cowitry Goats 

1. FAA §. 208; §. 251{b). 

A. Describe extent to whiah 
country is: 

( 1J Making appropriate effo2"ts 
to inareaae food produotion 
and improve "!eans fo!' food 
atoraee and distribution. 

( 1) Loan 522-L-018 was made to 
support such a program. 

( 2) Creating a favorable aUma·te ( 2) 
fo!' fo!'eign and domestio private 
ente!'p~ee and investment. 

1 
UNCLASSIFIED 

The GOH is creating a 
favorable climate for foreign 
and domestic private enterprise 
and investment, through its 
stable monetary and fiscal 
policies, lack of foreign 
exchange restrictions, and 
partid.pa;tion in the A.I.D. 
investment guaranty program. 



( 3) I no:tteasing the pub lia 1 B 

"t'Ole in the deve'lopnontaZ 
process. 

(4) (a) Alloaating availo.ble 
budgetary resoU1'aeo to 
development. 

UNCLASSIFIED 
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( 3) The GOH ' s active en courage -
ment of cooperative 
organizations is an indica
tion o:f its interest in 
increasing the public's role 
in the development process. 

( 4) The GDH is maJdng allocations 
(a) necessary to support its de

velopment program. 

(b} Diverting auch (b) The GOH does not appear to be 
diverting budgetary resources for 
unnecessary military ex-penditm·es 
or for intervention in affairs of 
other free aJ1d independent nations. 

resources for unneaeasary 
military expenditure (See 
also Item No. 18.) and 
intervention in affairof.r of 
other• free and independent 
nations. (See also Itm;'l No. 17.) 

( 5) Ivi l Ung to oontribute fundB to 
the project or program. (5) The GDH will provide assistance 

to contractors under the loan. 

UNCLASSil!'IED 
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(6) Making eaonomio, social, (6) 
and politiaaZ reforms a1i.ah as 
tax aoZteation improvements and 
chang(M in Zand tenUPe a:rrangementa, 
and making progreaa toward respect 
for the rule of lO)J), freedom of 
e:cp:rieaaion and of the press, and 
11eaognizing the importanae of 
individual freedom, initiative, 
and private qnterpriae. 

(?)Adhering to the principles of(7) 
the Act of Bogota and Charter' of 
Punta dei Eate. 

UNUi.iASSIFIED 
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The GOH i.3 malcing economic 
social and political reforms; 
there exists freedom of' ex
pression and of the press; 
plans to improve tax cJllec
tion and land tem1re patterns 
are being initiated. 

The GOH is factorily 
adhering to such princ 

(8) Attempting to repatriate capital (8) ~:he GOH has coniiistently 
invested in other> oountries by its followed policies that encourage 
own citiaens. the repatriation 0f capital 

invested in other countries by 
its own citizens. 

(9) Otherwise responding to the vital (9) 
eaonomia,, pol-ttiaat, and soaial 
ooncerns of its people, and demonstrcting 
a alea~ determination to take effective 
self-heZp measures. 

The GOH is. undertaking 
effective self-help 
measures in response to 
vital concerns of its 
people. 

B. Are above factors taken into acaount in B. Yes. 
the j'u:I>nishing of the subject assiatanoe? 



TY.1.Jc.ttment of U.8_,. Cit-i21ena 

2. FAA D.620{o). If a.ssiatance is 
to gove11r1111ent, ie the government 
liable as debtor or unaonditional 
guarantor• on any debt to a U.S. 
aitiaen for good.a or aervioee 
furrrished OP oPdePed whe21e (a) 
euah aitiaen haa exhausted 
available Zega l Pemediea and 
(b) debt is not denied OP 
contested by suoh govePnment? 

3. PAA ij.620(e)(1J. If assistance 
i.s to a government, has it 
(including goveY'Yll71ent agencies or 
subdivision.a) taken any action 
whioh has the effect of nationai.. 
izing, expropriating, Qr othenvise 
seiaing-ownership or oontrol of 
property of U.S. ai tia ens or 
entities benefiaiaUy owned by 
them without taking steps to 
discharge its obligations 
t01Jard such ait-izene or entities? 

4. App. @.106. If coW1.try attempts 
to create distinctions because 
of their race or religion among 
Americans in granting personal 
or oommerc·ial aooess or other 
T"'~.Lts otheruiee available to 
U.S. aitizena generally, what 
steps (wiZZ be) (have been) 
taken du:r>ing Zoan negotiations 
to influence elimination of eudh 
dis tinationa? 

UNCL.ASSIJJ'IETJ 
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2. There is no evidence of such 
GOH indebted11ess. 

~. There is no evidence of such 
action. 

4. Honduras does not attempt 
to create distinctions 
among Americans in graLting 
personel or commercifil 
access or other rights 
otherw1se available to 
U.S. citizens generfilly 
because of their race or 
religion. 

UNCLASSIFIED 
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5. [AA li:...820( pJ._; Fishermen 'a Pr;oteat-ive 5. 
Act. §.5. If aountl"!J hae ae~zed, or 
imposed any penalty or sanction against, 
any U.S. fishing veaael on aoaount of 
its fishing aativitieB in inte~national 
1.Jaters., 

a. has any deduction required by 
Fishermen's Protective Aot been made? 

b. haa complete denial of assistance 
been considered by A.I.D. Administrator? 

Relations wf th U.S. Government an,d Other 
Nations 

6. Flil:L~ .• P._20 ( d). If assia tance is for 6. 
any )Y'Oduc:tive enterprise 1.Jhich wiU 
compete in the U.S. with U.S. enter
prise, is there an agreement by the 
reaipient country to prevent export 
to the u. S. of more than 20% of the 
enterprise's annual produa17ion du:r'iH.g 
the 'life of the loan? 

?. FAA f.i.620(j). Hae the country 7. 
pernlitted, or failed to take 
adequate measures to p:;.~event, the 
damage or destruction by mob aation, 
of U.S., property? 

UNCLASSIFIED 
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Hondtiras has not or 
imposed. sanction on o.ny U.S. 
fishing vessels on account 
of its activities in inter
natianal waters. 

This loan does not f'und 
assistance to a productive 
enterprise. 

Honduras has not permitted, 
and takes adeq'1ate mea;:;ures 
to :prevent dam.<tge or destruc
tion o~ U.S. property by mob 
action. 



8. FAA ~.620(t). If the aow1try has B. 
failed 'to-lnatitut;e the investment 
guaranty pr>ogr>am fo"f' f.he epeaific 
Pi.aka of e::cprop1iation, in con
vertibility or aonfisaation, has the 
A.I.D. adrninietr>ation within the past 
year' considered denying aesistanae to 
suah govePYll71ent foi 1 this i 1ecwon? 

9. P'AA § .(i 20 ( q). Is the goverrunent of 9. 
tJze reaipient country in de:Fault on 
interest or l_,>11incipal of any A.I.D. 

10. 

11. 

12. 

loan. to the country? 

FAA §. 6 20 ( t). !!as ·the country 
sever•ed "diplomatic relations U'i th 
U.S.? If so, have they been 1~esUJ11ed 

and have nei.J bilateral ass'istance 
agreements been negotiated and entered 
into since su.c11 resumption? 

FAA §.620(u). vlhat is the payment 11. 
status of f.he country's U. ll, 
ob Zigatiaoo? If the country ,is in. 
aTTears, were such arrearage taken 
into account by the A.I.D. Administrator 
in deter-mining the current A • .T. D. 
Operating Year Budget? 

FAA §.620(a); App. §.10?(a) ~nd Cb). 12. 
Does reaipient cowitry fu.r-flisn 
assistance to Cuba, selZ strategic 
material to Cuba, or permit ships or 
airoraft unde2~ its fla.g to carry 

aargoes t,? or fr>om Glib q. 

UNCLASSIFIED 
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Honduras has sig11ed 
instituted r:n1ch an agree
ment. 

Honduras is not in de f'a.ul t 
under any f·dI.D. ~)8J1 -1~0 

the count1~y. 

It does not appear that 
Honuuras j_s del on 
j::;s U. N. o ,_ .gations. 

Honduras has complied with 
the prohibitions. 



13. FAA §. 620(b). If assistance is to a 13. 
gover>nment, hae Secretary of State 
determined that it is not oontr~lled 

14. 

15. 

16. 

by the international Conmunis t movement. 

.fAA ~.620(f?i App,§. 109. 
recipient aountry have a 
goveY?V71ent 

Does 
ao1;mrunis t 

FAA ~. 620(i). Is recipient country 15. 
in any way involved in (a) subver>sion 
of, or military aggression agm'.ri.st, the 
U.S. or any country receiviy;.g U. s. 
assistanae, or (b) the planning of suah 
subversion or aggression. 

FAA §. 620(n); App, lO?(b) and 118. 16. 
Does reaipient aountry furnish goods 
to North Viet-Nam or permit sh1:ps or 
aircr·aft under its fiag to carry 
cargoes to or f1"0m North Viet-Nam? 

UNCLASSIFIED 
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The Secretary of State 
has determined that 
Honduras is not so con
trolled . 

No. 

No determination been 
made t:1at Honduras is in a11y 

involved in (a) or (b). 

No deterrnination been 
that Honduras furnishes 
to North Viet-Name or 

permits ships or aircraft 
under its flag carr-J 
cargoes or from North 
Viet-l'Jam. 

Military Experui.itur>es 
(a) 

17. FAA §.620(s). what peroentage of 17(a) 8.cyfo in 1968. 
oounlry '/3Ui!§et is for military . 
expendi tW"es * b )How muoh of fore'l{Jn 
exchange resouroes spent on military 
equi pmenti c )J s U.S. P. L. 4 80 or 
development aasietanoe used for. 
military pUl"poses:(d}lre aount'P];1 's 
resoUl'oea devoted to unneoec.ear.y 
military expenditures to a degree 
whiah materially interfer.aa wi'f:h 

UNCLASSIFIED 
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(b) Zero in 1967; N/A for 1968. 
(c) No. 
( d) No. 



18. 

ita development? (Consideration 
of' t}zese poini:a to be com"dinated 
i._Jith PPC/MAS. J 

PM {j. 6 20 (v) • Al-P. @. ~J. 9 • How muoh ·1 8 . 
Bpen t by aou.ntry du2-ing au1"r•1mt U.S. 
fiacal year for aophistiaated milita1~y 
equipment purchased ainoe January 1, 
1968? Has cor1•eaponding amowit been 
dedu.oted from aurrent OYB, or is the 
:J eaponn pUl":!fWBe determined by t;he 
PNlaident to be in.po:rtant; to U. 8. 
national oeauT'i ti1? ( Reaporuu1s t;o 
these quea tions to be aoordinated 
'Jith PPC/}IAS.J 

UNCLASfHJi'DW 
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Tf ondu_ras has s·pent no i\mds 
cluri.ng thP. current U.S. 

cal yee:r for sophistice.ted. 
:i.tary equipment. 

CONDITIONS OF LOAN 

General Soundness 

19. FAA @.201(d). Information a u1 i 

conclw~ion on i•easonab 7..eness cmd 
lecraUt::) (under lcr.Js of oount:ru mul 
u.s.J of~ 7endfr1g r~Zending~ terms 
of the Z-oan. 

-under both 
the of the United States 
a..nd Honduras; the lending 

te:cmF are reasonable 
for Honduras at .this time. 

20. FAA §. 251 {b,j ( 2)_; §. 251( e}_. O. !\.ct:i.vity economically 
Information and conatusion on and technicelly sound; an 

activitu 's economic and technical appl·ication been sub-
soundne~s. If loan not made pursuant mitted the Mission is 

to a muUilateraI plan, and the amount sfied that the funds will 
of the Zoarz exceed.a $100,000, has aountrybe used an E;conomically and 

submitted to A. D. an applioat-ion for technically sounrl manner. 
such funds together lJi th assuranoes +:o 
indicate that f1,1.nds lJi l 7, be UBed in an 
economically and teohnioalty sound 
manneP. 

UNCLASSIFIED 
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21. FAA §. 251 (b), Information and 
conclwn:on on cap~C1'.ty of the 
country to 1'epay 1,.. 'CJan, 
i'.noludir.g reaonab leneao of 
repayment prospects. 

FAA fj. 611( a) ( 1) • Pr..,.~01' to a ig1ti ng 
o t loan LJi U thei1 e be (a) err;Jin<?er
,i;u, f'frLo:nci,a l,, and c rl1 er p 'lana 

~ 1 • t necessill'JJ to cm'l"d out t.ne CUHJt-8 ance 
and (b) a 11eason0Lly firn: estim:ite 
cf the cost to the V. S. cf tltf,1 

UNCLASSTFTim 
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It ap1!ears reasonably 
certain that the Country's 
dollar reserves will con
tinue to be maintained at 
sufficient level to enable 
the country to meet the 
reasonable repayment 
req'lirements of the loan. 

Engineering) financial and 
other plans necessary for 
each study will be reviewed 
before approval of any 
study. Reasonably firm 
cost estimates will be 
developed before an1Jrova.l nf 
ar1y study. 

FAA §.611(a)(2). If further 23. No such legislation is re-
7.ea,islah'.ve u.ct?:on z'.s required within · d _ CJUJ.rt; • 
redpient countr·y, 0hat is bGJJiB for 
11 easonab le expecta01'.on that swJli 
action ,_,,,. U be corrrp leted in ti~ to 
p errrZ t 011 de11 Z !< accc:rnp lislvnar:t o j' 

f _, '/ pi ·"'poses o., ioan. 

24. FAA §.s11re). IP 'loan ia for e.:ipital 24, 
assistance and all. U.S. Cl!JBWta~iCfi? 
to project' nou exceeds $1 l'!fi llion,, has 
Mission Directo11 certified the country's 
capabiht?J effectiv.;31.y tn mm'.ntain and 

• 7 • J • -J-'/ uti-1..-?.,:Je tw prci.;ec;,,. 

25. FAA §.251(b). Inforinatio!l and 25. 
oonalusion on avaiZab~ZUty of fincmain.g 
f110m other free-w011 ld sow~Cl5l6,. including 
private soUl"ces within the United States. 

1.ITiJ'CLi\SSii"'IED 

T:1is required certif'ication 
is contained in Annex II. 

No other sources of final'lci!lg 
have been found. See Summary 
and. Recommendations. 



Eoan 's R'la1';·ic1:ii1 · "".:.~ !lch·:."::•r~,cnt. 

,:" Cow;1;Y>:: c·~-3 '-',·~·: . .,'"'1l Gr:-,,.. 1 A 
-"'--~-------
28. 

27. 

28. 

FA ct §. 20 ?; ·?' ._'!.1Jf a). Extent to 
which assistance refleata 
appPopPiate emphasis on; (a) 
enaourag1:ng devel,opment of dem
oarat1:c eoonoPTia, po Zi tical, and 
social /1wt1:tuti.ons; (b) self
help in mt::.e n.g the ao11ntry 's. 
food needs; (a) 1:mprrnnng avai.Z
abi Uty of ti.>ained manpouJer in 
the cow1t1·'!; ,· (. d) programs aesir:J ;·•ed 
to meet the country's healt:i nt:.eds, 
or ( e) :~ ,·1rrccr'tai.t a~eas of 

• ' •. '. -: • • 1 
econ.om'.'.c, ;,·"~ .. z..ca", c1:a socna,, 
developr·ient, ·Zncluding i1uiustry; 
free labor unions, cooperatives, 
and voluntary agencies; 
ti~anc>Jo1?ta:tion and communication; 

l 1 .i.. .., • dmi . t t . 
~n;in.c m~.·· ~-:i-0..1 i..1..c a .• n'l,,S ra 1..-0n; 

u11:Jc:r d::,., 1 l,T:..,,.,n+; and moderm:~wtion 
E' .2 -'/ 7-n.Js. 

..;Pct suscep7:io le 
f' • .., 

~ar>-t o_ r>Pq1.cna,,, 

r:ir>o ;fo ct? If 20 

so executed? 
is project not 

FAA §. 25UbJ ( 3). Inforrnation and 
cona"lusion on activ,ity 's relation
ship to, c:.r.d con~ ist;ency urith,, 
other development activities, and 
i:::s contribution to realizable 
long-11ange objectives. 

UNCLASSI.tt·IED 

10 

266 
(a) 

(b) 

(c) 

(d) 

(e) 

UNCLASSIFIED 
ANNEX I, Page 10 of 19 

Emphasis is not placed 
on institutional de
velopment. 
Agricultural studies 

will contribute to this. 
Little emphasis is placed 
on this. 
Emphasis is not placed on 
health in this loan. 

It anticipated that in-
dustry and transportation 
will be affecte: by the 
loan. 

27 • The pro,ject is not 
susceptible of execution 
as part of regional project; 
however, some of the studies 
may contribute to regional 
development. 

28. The studies to be under
taken are consistent ·with 
Honduras's development 
activities and will con
tribute to realization of 
its development program. 



30. 

31. 

FAA iL 2511.t.,..) 1 r). Inj'orma ti on 29. 
a:.na·:.iaiWlus {-:;:. an whethe!' or 
not the aativity to be financed 
wi Z Z aontribute to the achievement 
of self-su.qtaining g!'owth. 

FAA §.281(a). Describe extent 30. 
tc ·111ich the lorm will contribute 
to the objective of assur-z'.ng 
maximwn pa!'ticipation in the task 
of' e "''momic denP lovment on the part 

, e people of the country, .through 
the encouraaement of democrati.c1 

e, andvlocal governmental 

.FAA ~. 28 J(b) • Describe extent to 31. 
which program recogni~es the 
pa:rticular needs, desi.res, and 
capacities of the people of the 

._,. .,_1 ntru's count:.Y'IJ; ut1. 1.,'1..zes L-ne oou .., 
inte~lectual resources to encourage 
'~,£t L'~-c:;::,~:- .. -,-~; ~ .:_~:t; G,~~a 

supports eivic educatio~ and 
traininq in skills requi.red for 
effective participation in 
aove:rn.mental and political processes 
~ssential to self-go1.leY'!1l17ent. 

UNCLASSIFIED 

11 

UNCLASSIFDTID 
ANNEX I, Page 11 of 19 

The activity will 
identify specific pro
jects which will con
tribute to self
sus'taining growth. 

Emphasis is not placed 
on this provision. 

11he program is designed 
to meet the particular 
needs, desires and 
capacities of the 

the country, and to 
encouxage institutional 
development. 



1:1. PAA n,{;'Dl(a). Inf011r11aticm 

~n'd. aonolw;{onR 1,l/ic Hwr 
l ~;a;~ 1.J1· Z l (~nooir.r·a-~? "~ e ff~~r>-ts 

.~.r ti;, co1mt:r~1 to: (a) 

·lncrrec..:1e the fZoiJ of 
internat?'.onal trode; (b) 

foste11 private ·initiative 
and oonrpe t1'. tion; {a) 

encourage devefoprnent and 

use of cooperat1'. ves, ere di t 
u.nfons, and savings and 
loan associations; ( d) 
discom'cl.fle monopo Z.1:stia 
p1•act1~ces; ( e) -impr•ove 

technical eff-z'.cimwy of 
1: ndus try, ag r1: cul htr•e, and 
corrrmer>c~e; cn1.::l ( .. ~") s tr•en~1 ·thei1 

1 .-,--
; • I~) a 

.33. FAA §. 619. Tj' ass{s krnce is 

for newly independent country; 
is it furnished tJn1ough 
multilateral 0117am:zations or 

vlans to the ma:i:1'.mw11 extent 

app21opri1:ate? 

74. FAA §. 251 (h}. lnforma tion and 

conclusion on -t:he-r' the 
activitu ccms-i.stent with the 

findZ:ng~ a:nd recornmenda~ions of 

the Inte11-American Comn.nttee foY' 

the Al z.imwe j;;p Prosn"eDs -in -itu 
annual rein'.e1J nat?'.onal devel.

opment acti~i es. 

35. FAA ~· 2~Hg)_. Infomation and 
con::J'.u.cnon on use of loan to 

::.wsist ~:n promot-ing the coop
erat1:ve movement ,tn Latin Amerr~ca. 

UNCLASSIFIED 
ANNEX I, Page. 

32. It is anticipated that 
the loan will affect the 
balanced develo:p!!lent 
of the Honduran economy 
in agriculture, trans
portation and industry. 
The studies will identify 
sound projects ax1d 
encourage the flow of 
investment into these 
areas. 

33. Honduras is not a newly 
independent country. 

34. ~'he project is consistent 
with the CIAP recommenda
tions. 

35. Emphasis is not placed on 
this provisiono 

UNCLASSIFIED 

12 



3 6. FAA ~ , 2 0 9; § • 251 (b) ( B) • 
Information and conclusion 
whether assistance wiZZ 
encourage regional development 
programs, and contribute to the 
economic and political 
integration of Latin America. 

Loan's Effect on U.S. and A.I.D 
Program 

3?. FAA §.251(b)(6J; §.102. 
Information and conclusion on 
poss·ible effects of loan on 
U.S. economy, with special 
reference to areas of sub
stantial lohor surplus, and 
extent to which U.S. commodities 
and assistance are furnished in 
a manner cons·istent with improv
i~~ the U.S. ba&ance of payments 
pos1: t1'.on. 

;<J1 • FAA §. 601 (b}. Information and 
conclus1:on on hoUJ the loan UJill 
encow~age V. S, private trade 
and investment abroad and how 
it UJill encourage private U.S. 
participation in foreign 
assistance programs (including 
use of vYZvate trade channels 
and tlw" services of U.S. private 
enterprise). 

UN CLAS SIDED 
ANNEX I, Page 13 of 19 

36. 1'mphasis is not placed on 
this provision although 
:Lndividual studies i;.rill 
take it into account. 

3'7. ~:'his project has no 
significant direct effects 
on the U.S. economy. 
Assistance \·Till be furnished 
in a manner as consistent 
as possible vrith improving 
the U.S. bala...nce of payments. 
(See Section III.) 

38. The loan -vr.111 finance the 
procurement of some goods and 
services from U.S. private 
sources, thereby encouraging 
private U.S. participation. 

UNCLASSIFIED 

13 



39. FAA 9.601{d). If a capital 
pr>oject, are eng·ineerin.g 
and professional services of 
U.S. fiPms and their affi "l
iu. tes used to 1.hG maximum 
extent aonsis tent with the 
nat1:onal inteyiest? 

40. FAA §.602. InfoPmation and 
conclwn:on t.'hether u. s. smaU 
business will participate 
eqU1>tably in the funnishin.g of 
gocds and services finance by 
the loan. 

41. FAA §. 6 20 {h). W·z'.l l the loan 
promote or assist the foreign 
aid projects or activities of 
the Corrrmunis t-BZoc countries? 

UN'CLASSIFDm 
ANNEX I, Page J)J. of 19 

39. N.A. 

110. Small business notifica
tion in accordance with 
A. I. D. procedure will be 
complied with. 

41. No assistance under the 
loa..n will promote any 
project or activity of a 
Communist-Bloc country. 

42. FAA g. C 21 • -"f' fr chm.'. ca. Z ~2. 
Ciii'Sistance is" financed by the 

Technicai assistance pro
vided under the loan to the 
fullest extent practicable 
will utilize goods a..nd 
professional and other 
services from private 

loan, information and conclusion 
whether such assistance will be 
furnished to the fullest extent 
practicable as goods and profes-
sional and other services from 
vrivate enterprise on a contract 
basis. If the facilities of other 
Feder>al agencies will be utilized, 
infoPmation and conclusion on 
whether they are particula:rly 
suitable, ar>e not competitive with 
private enterprise, and can be made 
available without undue interference 
with domestic programs. 

UNCLASSIFIED 

14 

enterprise on a contract , 
basis. It is not anticipated 
that loan funds wil~-

finance the use of other 
Federal agencies. 



UNCLASSIFIED 
ANNEX I, Page 15 of 19 

4J. FAA ~.252(a). Totai amount of money 43. 
under ioan 1vii1'. ?I 1'.s r10ing directly 

The entire loan vrill be 
used to finance studies 
by private enterprise. to p2 Zvate ent.._.rpr>ise, ·is going to 

intermediate er>edi t institutions 
or other borroweris for use by pri-
vate ente1tJY>iSe, is bei11f! used to 
j'i nance imporits frcm private sources, 
or ·is otheruise being used to 
finance procuroments frcm private 
sourices. 

Loan's Compliance with Specific ... 
Reouirernm:ts 

44. FAA ~.201(d}. s 1:nterest rate 

45. 

46. 

a f le• 1,n at 7.e 2.:; r; ,, annum 
du.P?: ng g r>ace 
3~; r. f~1'1 anr::i.e-vi t;,, 

FAA §.608(a}. on on 
measures to be to ut-ilize 
u. s. Gove mm en t excess personal 
r:11ope:rty 1:n lieu the procure-
ment of new 1: terns. 

FAA ~.604(aJ; App. §.108. Will 
a U commodity procu!'ement financed 
under the loan be from U.S. except 
as otherwise determ,ined by the 
P!'esident? 

4h, 

N/A. 

i~6. Commodities may be procured 
in the United States or 
from any member country of 
the Central American Common 
Market; statutory reporting 
requirements will be met. 

UNCLASSIFIED 

15 



47. FAA §.60d(b). fvhat prov-is-ion is !i-7. 
made "io prevent ff narwing aommodi ty 
p:rocw•ement 1:n bulk at prices higher 
than adjusted U. s. market prioe? 

4 8. FAA §. 604 ( d). If the host country 48. 
discrbninafes against U.S. marine 
insuranoe companies, wiil loan agree-
ment require that marine insurance 
be placed in the U.S. on corrmocli ties 
financed.by t1ie Zoan? 

49. PAA §. 604( e). If off-shore rrocure- 49. 
nen t of aa r' cml tura Z cor.imodi ty or 
pr>oduct i~ to financed, there 
m?ovision against such procurement 
;Jhen the domestic pv.ice of such 
corrrrnodity is less than parity? 

UNCLASSIFIED 
l\NNF_J( I, Pnge 

No such procurement is 
contemplated under the loan. 

Honduras does not dis
criminate against U.S. 
companies. 

N/A. 

50. FAA s.611(b); App. ~.101. 50. N/A. 
-Pi narzces uJate1? or water-1?e 
;?esow0 ce cor1£ !;;ruction project or 
pl'ogram, fo there a benefit-cost . 
comvutation made, insof<w as pract?.,cable, 
in "accordance uJith the procedures set 
forth in the Memol'andum of the President 
dated May 15, 1962? 

51. FAA §.611(c). If contracts for 51. 
construction are to financed, 
what provision wi Z l be made that 
they be let on a competitive 
basis to maximum extent practicable? 

UNCLASSIFIED 

16 

No construction contracts 
will be financed under the 
loan. 



UNCLASSIFIED 
ANNEX I, Page 17 of 

52. FAA §.620(g). ~!hat provision ~s 52. 
ther>e against use of subject 

The loan will not be 

assiatanoe to compensate owner>s 
for expropriated or nationalized 
property? 

us ea. for such purposes. 

53. FAA $.612(b); §.636(h~. Describe 53. 
s·teps taken to assure that, to thi:: 
maximwn extent possible, the country 

No foreign currencies 
ovmed by the United States 
are available for this 
loan. The GOH will con
tribute space and services 
to the extent possible. 
(See Section III A.) 

is contributing local currencies to 
meet the cost of contr>actuai and 
other services, and foT'eign curr>encies 
mmed bu the U. s. are utilized to 
meet th"e cost of contractual and other 
services. 

54. App. 9. 10 4. r.-Ji lt any loan funds 
be used to pay perzsions, etc., for 
military personnel? 

55. App. ~.111. Compliance with 
requirements for' security 
clearance of U.S. citizen 
contract personnel. 

UNCLASSIFIED 
17 

54. Loan funds will not be used 
for this purpose. 

5 5. This will be complied 
with. 



56. 

57. 

58. 

59. 

60. 

App. §. llJi. If loan is for 56. 
oapital projeot, is thePe 
pPovision for A.I. D. appro1>al 
of all contraators and aontr>act 
terms? 

App. ~ .114. f,H,U any loan 57. 
funds be used to pay U.N. 
assessments? 

App. ~.115. Complianoe with 58. 
r>egulations on employment of 
U.S. and local personnel for 
funds obligated after · 
April 30, 1964 (Regulation 7). 

FAA §.636(i). ~1ill any loan fim& 59. 
be used to fina:nce purchase, long-
ter>m lease, or exchange of motor 
vehicle manufact-ur>ed outside the 
United States, or any guar>anty of 
such a transaction? 

App. §.401. Will any loan funds 60. 
be used for publicity or propagancla. 
purposes unthin u.s. not authorized 
by the Cong:ress? 

UNCLASSIFIED 

18 

UNCLASSIFIED 
ANNEX I, Page 

All contractors and the 
terms of all the contracts ' 
will be approved by A.I.D. 
However, loan ftmds will 
not be used to finance 
capital projects. 

Loan funds ·will not be used 
for this purpose. 

This will be complied ·with. 

No. 

No. 



61. FAA §.620(k). If constr>uction 
of productive enterprise, will 
aggregate value of assistance 
to be furnished by U.S. exceed 
$100 million? 

UNCLASSIFIED 
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UNCLASSIFIED 
ANNEX I, Page 19 of 19 

61. N/A. 



fNCREASE FOR FEASIBILITY STUDIES LOAN 

CERTIFICATION PURSUA~T TO SECTION 611 (e) 
OF THE FOREIG\ ASSISTANCE ACT 

OF 1961, AS AMENDED 

UNCLASSIFIED 
AI!i-LA/l'-78/1 
ANNEX I I .Page l of 1 

I, J. Ramon Solana, the principal officer of the 
,\gency for International Development in Honduras, 
having taken into account among other things, the 
maintenance and utili ation of projects in Honduras 
p re\' i o us 1 y f i n a n c e d o r as s i s t e d by th e lJ n i t e d 
States, do herc>by certify that in my judgement the 
Government of Honduras has both the financial 
capability and the human resources capability to 
effectively maintain and utilize the capital 
assistance project of the increase to the feasibil
ity studies loan. 

This ju ement is based in the facts that: 

1. 

3 . 

The loan executing ency, the Superior Council 
for Economic Planning (SCEP), has demonstra d 
an improved capability for carry g out pro
jects of this nature; 

rangements will be made to rove further 
the implementation capability o the SCEP by 
providing increased coordination with other 
GOii entities with specialized abilities to 
assist in monitoring the acti\·ities under the 
loan; and 

The project will be executed through private 
consultants to be prequalified by the GOH and 
approved by the USAID. 

' 
/ 

UNCLASSIFIED 



MINUTES 

UNCLASSIFIED 
AID-DLC 
ANNl3X I I I , Page 1 

L.A. CAPITAL ASSISTANCE EXECUTIVE COMMITTEE MEETING 

March 30, 1967 

HONDURAS - Feasibility Study Loan Increase - IRR 
(LA-CAEC/P-67/65) 
Ref: A.I.D. Loan 522-1-015 

The CAEC authorized an intensive review of the 
subject loan request, for up to $1 million, subject 
to the following considerations: 

1. It was the feeling of the Committee that 
general studies on municipal government 
organization are of marginal value unless 
they are practically oriented. Therefore. 
if any studies are to be undertaken on 
urban-related developmental problems, they 
oug11t to be so conceived as to result in 
feasible plans of action. 

2. The loan paper should include a provision 
requiring the Economic Planning Council 
to coordinate any proposed feasibility 
studies with the other international lend
ing agencies, in particular the Inter
American Development Bank. 

FNCLASSIFIED 



DRAFT 
LOAN AUTHORIZATION 

UNCLASSIFIED 
AID-LA/P-78/1 
ANNEX IV, Page 

Provided from: Alliance for Progress 

HONDURAS: Feasibility Studies (Increase) 

Pursuan~ to the authority vested in the Deputy U.S. 
Coordinator, Alliance for Progress by the Foreign 
Assistance Act of 1961, as amended, and the delega
tions of authority issued thereunder, I hereby au
thorize the establishment of a loan pursuant to Part 1, 
Chapter 2, Title VI, Alliance for Progress, of said 
Act, to the Government of the Republic of Honduras 
("Borrrnver 11

) of noc to exceed one million dollars 
($1,000,000) to finance the United States dollar and 
local cur~ency costs of equipment, material, and 
services necessary for the conduct of certain sec
toral or resource surveys, prefeasibility studies, 
and feasibility studies, this loan to be subject to 
the following terms and conditions: 

1. Interest and Terms of Repayment: 

(a) Borrower shall r ay the loan to the Agency 
for International Develo9Y.lent ("A.I.D~) in United 
States dollars within forty (40) years from the rst 
disbursement under the loan, including a grace period 
not to exceed ten (10) years. 

(b) The Borrower shall pay interest to A.I.D. in 
United States dollars on the disbursed balance of 
five hundred thousand dollars ($500,000) of one (1) 
percent per annum during the grace period and two and 
one-half (1 1/2) percent per annum thereafter; 

(c) The Borrower shall pay interest to A.I.D. in 
United States dollars on tl1e disbursed balance of the 
loan in excess of five hundred thousand dollars 
(500,000) of twr percent (2%) per annum during the 
grace period and thr~e percent (3%) thereafter. 

2. Other Terms and Conditions: 

(a) Al 1 sub-projects wil 1 be subject to prior 
approval by A.I.D. 

UNCLASSIFIED 



UNCLASSIFIED 
ANNEX IV, Page 2 of' 2 

(h) All sub-projects which in the judgement 
of A.I.D. may be eligible for financing by the 
Central American Bank for J.conomic Integration 
(CABE I) wi 11 be submitted by Borrower to that or
gani za ti on with a request for financing before ap
proval for financing under this loan will be given 
by A.I.D. 

(c) Equipment, materials and services (except 
shipping and 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 ~'larke-::. 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 United States. 

(d) United States doilars utilized under the 
loan to finance local currency costs shall be made 
available to Borrower or its designee through 

Special Letters of Credit and shall be used only for 
procurement in the United States. 

(e) The loan shall be subject to such other 
terms and conditions as ~.I.D. may deem advisable. 

Deputy U.S. Coordinator 

Date 

Ui'JCLASS IF IED 




