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13. SUMMARY
 

This evaluation summarizes the findings of the outside evaluation of the
 
Project conducted in September, 1975 and a joint GOH/USAID evaluation
 
conducted in November, 1979.
 

a. Progress in Relation to Design
 

I. GOAL:
 

The goal of the Project was to improve the quality of life for
 
the rural man. 
 The conclusion of the outside evaluation was that this could
 
not be determined until two or three years after completion of the
 
subprojects. The impact on quality of life of persons living in the urban
 
areas, on 
the other hand, has been inmediate and positively beneficial. A
 
total of 53 subprojects for potable water supply, more higgienic markets,
 
sanitory wasted disposal, improved transport facilities, and improved
 
municipal administration have benefitted approximately 125,000 persons in the
 
27 municipalities affected by tne Project.
 

2. PURPOSE:
 

The purposes of the Project were achieved. The reform of BANMA
 
was completed, enabling it to 
provide financing and technical assistance on a
 
systematic, continuing basis for municipal projects of benefit to 
the rural
 
man. The governments of 27 polar and sub-polar counties have been improved
 
and these countries are functioning more effectively as a result of the
 
program of administrative reform.
 

The Project mobilized resources for local development,
 
providing twice as much credit to municipalities other then Tegucigalpa and
 
San Pedro Sula during the Project period of 5 years as had been provided in
 
the previous 12 years.
 

b. Major Problems Encountered
 

The major problems encountered during the Project were
 
administrative. Delays in establishing administrative procedures brought
 
about a slow commitment of resources during the first two years of the
 
Project. External audits revealed a number of administrative deficiencies,
 
most of which had been corrected by the end of the Project.
 

14. EVALUATION METHODOLOGY
 

Tne major evaluation of tne Project was conducted by an outside
 
evaluator. The method and results of this evaluation are 
contained in the
 
Final Evaluation Report, dated December, 1978. The evaluation is Attachment
 
No. 1 to this PES.
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In addition, a joint GOH/USAID term evaluated certain key aspects of
 
project progress in November, 1979. The findings of the evaluation are
 
reported in the background section of the Project Paper for the second
 
Municipal Development Program, which is attached to this document.
 

15. EXTERNAL FACTORS
 

A major external factor has had an impact on achieving the purpose of
 
strengthening ability of municipalities to finance their own development.
 
This was the transfer of the wood tax from municipalities to a Central
 
Government Agency. The change resulted from a shift in host country
 
priorities toward viewing the forest resource as 
a national rather than a
 
local resource. However, its loss was more than offset in the polar and
 
sub-polar municipalities by the beneficial impact of administrative reform
 
programs, which increased municipal revenues by 30 to 100% despite the
 
narrowing of the tax base.
 

16. INPUTS
 

(Not applicable)
 

17. OUTPUTS
 

(Not applicable, as Project design does not include them).
 

18. PURPOSE
 

The speciiic purposes of the project dre (a) complete the BANMA reform
 
program and enable BANMA to provide financing and technical assistance on a
 
systematic, continuing basis for municipal projects of benefit to the rural
 
man; and (b) improve the capacity of the governments of the 27 rural polar and
 
sub-polar counties to function effectively as agricultural service centers.
 

a. BANMA EOPS
 

I NTENDED 
 ACTUAL
 

i. 	 Financing of at least 100 BANMA financed approximately
 
projects in 35-40 munici- 110 projects with a total
 
palities with a total sub- subloan amount of approxi
loan amount of $8.5 million. mately $19 million between
 

1975 and 1979.
 

ii. 	 Be operating in the black. BANMA operated in the black
 
for the first time in 1979, 

with a net profit of 
$ 203,921. 

iii. 	 Reduced its delinquency rate BANMA's delinquency rate is
 
to no more than 2% of the 2.5%,compared to 9% in 1975.
 
amount due and payable.
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iv. Increased its capital from BANMA has capital assets of 
$1.4 million as of 12/31/73 $15,166,226 as of 11/31/79. 
to 8.0 million of 12/31/77. 

v. Reduced its long term debt by This indicator is not 
$600,000. appropriate 

vi. Have assets of $10 million BANMA has assets of 
with a municipal loan port- $27,695,766 with a loan 
folio of $8.0 million, portfolio of $23,179,200. 

vii. Have increased its municipal Municipal deposits total 
deposits from $285,000 of $500,000. 
12/31/73 to $735,000 by 
12/31/77. 

viii. Have the deposits of 120 mu- 40 municipalities have de
nicipalities among its assets posits through the correspond
through the correspondent ent book plans. 
bank plans. 

ix. Have provided or coordinated Technical assistance was pro
provision of direct technical vided to 64 municipalites in 
assistance to 60 municipali- the Project period. 
ties. 

x. Established formal channels Channels of communications 
of communication with the var- have been established with 
ious agencies of the GOH that the government offices in the 
ifluence municipal operations MOG responsible for municipal 
in order to assist in the de- development programs and poli
velopment of programs and po- cies. 
licies beneficial to the mu

nicipalities. 

xi. Created an on-going T.A. pro- A permanent TA program for 
gram for municipal officials as municipal officials has been 
evidenced by a plan of opera- established. 
tions, a budget, and past per
formance. 

xii. Tne BANMA staff will have de- BANMA staff is capable of op
veloped sufficient expertise in erating without external TA, 
planning, administration and except in the area of as
accounting to permit the insti- sistance to smaller munici
tution to operate without ex- palities. 
ternal T.A. 

xiii. Developed operational proce- Seven procedural manuals with 
dural manuals based on the policies, regulation and di



-4

policies, regulations, and di-

rectives developed during its 

reform period, and established 

a procedure for amending the 

manuals as required. 


xiv. 	 Developed policies and proce-

dures (including project analy-

sis) which accounts for and 

gives priority to social equity 

considerations in approving 

projects. 


xv. 	 Managing its operations in com-

pliance with the instructions 

found in the manuals and pro-

cedures mentioned in xiii and 

xiv above.
 

b. POLAR AND SUBPOLA MUNICIPALITIES EOPS
 

i. 	 Emphasized the development of 

services required by the low 

income rural population living 

outside of the county seat. 


ii. 	 Raised the percentage of their 

revenues spent on investment to 

35% per year. 


iii. 	 Raised the percentage of their 

revenues spent on investment 

in class A and B (high prior-

ity) projects to 25% per year. 


iv. 	 Made accessible to 50% of ru- 

ral residents a hygienic mar-

ket or slaughterhouse within 

2 hours travel of their farms.
 

v. 	 Have created 600 temporary 

and 300 permanent jobs through 

loan funded projects and 2,500 

temporary jobs through subcon
tracts with construction com
panies.
 

rectives have been adopted,
 
and are being implemented.
 
These 	manuals cover all the
 
areas 	of interest from the
 
reform period.
 

BANMA 	did not develop explic
it policies to increase the
 
social equity of its program.
 
However, this will be a prin
cipal 	purpose of the fol
low-on project.
 

BANMA made substantive pro
gress in managing its opera
tions in compliance with man
uals and procedures developed.
 

Markets, slaughterhouses, and
 
transport terminals, which
 
service the low-income rural
 
population outside the county
 
seat, 	accounted for 55% of
 

subproject financing.
 

Achieved in 14 of the 26
 
target municipalities. (See
 
footnote on page No. 6)
 

Percentage of income increased
 
as follows- 12% for adminis
trative projects, 47.2% for
 
markets, and 14.6 % for
 
potable water.
 

Markets and slaughterhouses
 
were built in 18 of the 27
 
municipalities.
 

This employment objective was
 
exceeded by September, 1978
 
(see DA evaluation).
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vi. Have installed tax billing and 30 municipalities including 
accounting systems and be col- all polar and sub-polar mu
lecting in 1977 80% more taxes nicipalities, installed tax 
than in 1973. billing and accounting sys

tems, with an average in
crease of 100% more taxes. 

vii. 	 Have installed double entry 11 municipalities installed
 
accounting systems and be double entry accounting sys
maintaining them up to date. tems.
 

viii. 	Formed 8 intermunicipal coop- This indicator was not a
eratives which will be provid- chieved, because municipal go
ing efficient road maintenance vernments and the Ministry of
 
and improvement services on Public Water did not agree 
on
 
over 800 Km. of roads in key means to achieve it.
 
agricultural areas.
 

Ix. Developed a planning and budg- Not much was achieved, due to
 
eting capacity. high turnover rate of person

nel.
 

19. GOAL
 

The goal of the Project was to improve the quality of life of the rural
 
man. The conclusions of the outside evaluation was that this impact could not
 
be measured until two or three years after the conclusion of subproject
 
construction, i.e. 1982 or 1983.
 

20. BENEFICIARIES
 

a. Health
 

Potable water and sewage systems have benefited approximately 25,000
 
families. Because of the complex nature of factors influencing infant
 
mortality, the benefits cannot be stated in terms of a percentage reduction in
 
infant mortality rates. Nevertheless, since 60% of infant mortality results
 
from gastrointestinal aliments, and since most gastrointestinal disease is
 
transmitted by unsafe water, it can be asserted that these systems have had a
 
significant positive impact.
 

b. Small-farm Productivity
 

Approximately 10,000 small farmers market this agricultural produce
 
in the 17 markets constructed in this Project. Again, the complexity of the
 
causal situation in small farm productivity makes it difficult to calculate
 
the effect of improved marketing facilities on small farm productivity. One
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of the conclusions of the 1978 Agriculture Sector Assessment for Honduras was
 
that 	deficient marketing systems posed a serious external constraint to
 
increasing small farm productivity. A significant component of these
 
deficient market system is the lack of adequate market facilities with
 
sufficient capacity to handle production in the hinderland of market towns.
 
Therefore, an improvement in facilities does contribute to eliminating the
 
constraint, albeit in a manner which is not quantifiable.
 

c. 	 Reduce Rates of Development and Underdevelopment
 

The Project had a significant short-term impact on unemployment, as
 
it generated approximately 977,760 man/days of unskilled labor. Its long-term
 
impact on unemployment is mediated by two intervening mechanisms: (1)
 
increased municipal revenue, leading to improved municipal investment and this
 
generating employment; (2) increased agricultural production, which reduces
 
rural underemployment. However, again because of the complexity of the
 
mediating mechanisms, the size of this impact cannot be reliably estimated.
 

21. UNPLANNED EFFECTS
 

There is no evidence of unplanned effects.
 

22. LESSONS LEARNED
 

One lesson learned in the Project is that municipal development banks can
 
fulfill an important role in financing development efforts that fall in the
 
gaps between sector programs. With the exception of water and sanitation
 
systems, the subprojects financed under the Project do not clearly fit into
 
the definition of a particular sector. Another leason learned is that a
 
number of development projects which are difficult to finance in the private
 
seccor, can be financed on a self-financing basis, rather than through
 
large-scale subsidies. For example, water systems in the municipalities would
 
not qualify for commercial credit, yet they were built on a self-sustaining
 
basis in intermediate municipalities.
 

A follow-on Project will be financed based on experience in this Project.
 
The follow-on will concentrate on lending resources for similar subprojects to
 
smaller municipalities.
 

23. ATTACHMENT:
 

I. 	 Development Associates. Final Report Evaluation of the Autonomous
 
Municipal Bank of Honduras, December, 1978.
 

2. 	 Background Section. Municipal Development Bank II Project Paper.
 

FOOTNOTE: The 35% goal is an unrealistic target, given the erosion of the tax
 
base 	in the 1974-1979 period; the reduction in municipal revenues was
 
offset by administrative reform projects, which in a number of cases
 
allowed the municipalities to operate at pre-1974.levels.
 


