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A 111-111.c/1·-~1<£>{ 

1. lornwer 

The lornver will 1te tile Qne1111eat of laaduraa (COH). Bxe­
cutiag a1•cl•• will •• tile 8atiou1 DftYelop••nt laak (ID'), 
the IU.ut•t17 of ldacatioa. and tbe ••tioaal H011aing Authority 
(IRA). 

2. ..... -
a) Amaat: •t to exceed $15,000,000 

b) Teru: aepa,.•le la •ollar• withia 40 J•r• including a 
10 year 1race period, at •• iatereat rate of 2 percent 
per a8DUll .. rl.. tile grace period ... 3 percent there­
after. 

3. Pro tee~ Betti• ant lacyroua• 

llatrrlcaae ftPI atnck llDIMlara• oa 19't•ber 11, 1974. It 
••ri••ly ._, .. aa ar• al•g the lorth Coa•t equal to 
approxlmtely 12.JI of t•• c•at17'• total la• area. Ap­
proxlllat•lJ 20I (531.000) of lloaduraa' population live• in 
th• aa--:a, with onr 250,000 rural iwbitaat• •ewrely af­
fectec1. 

The Burricaae vaa ,.rticalarly .... gia1 because the area i• 
llolldora•' wo•t productift agrlcultaral regin aad the aource 
of tbe .. joritJ of it• export•. It had been chosen by the 
CloYerllRallt •• the ar.. to recel-.. particular de.elopaent 
mplla•i• and ta•eatmtmt durin1 the period of execution of the 
Pi••·Y~r Plaa lt75-7t. 

The National Planning Council estimates the physical damage 
and loss in value added over the next Beveral years 
will be .. ual to 371 of the country'• Gro•• Do.eatic Product 
(GDP) in 1974. Lo•aa• of crop•, eepecially banana• and com 
(which •• ju•t •t•ria1 tlae haneat), were ujor. Capital 
._,. included acllool• and bou•e• deatroyed, brid1e• and 
hil"-Y gecti- wall .. a•J, and utility eenicea bocked 
aat •. 

A• a re•ul t tbe econGmJ ta 1975 vill nuffer a drop of 113 in 
GDP fraia preYiou• eatillat•• for 1975; Goveraaent revenue will 
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be reduced 1'y over 2<Y'/o compared to the pre-hurricane estimate for 1975; 
and Hondurt.s faces a balance-of-payments deficit in 1975 of perhaps 78 million. 

In addition, thousands of rural families have lost their crops and their 
homes, and r.1ay be unable to recover to even their previous levels of 
income and a~sets -- much less improve their lot -- unless the Government 
is able to rEspond to their immediate needs for agricultural production 
and basic housing credit. 

4. Goal and P.1rpose 

The Goal of the Program is the recovery of Honduras from the effects 
of Hurricane FIFI ~ith particular emphasis on regaining the production 
level of basic fools and without interfering with the execution of the 
National Development Pian. This will require investment in food produc­
tion and marketing and the restoration of essential Government services, 
including education and housing. Since the bulk of the population of 
the affected area is rural and poor, and since basic food production 
is largely in the hands of small farmers, the immediate benefits of 
this Loan will be felt most directly by that group. 

The purp~sE of the Agriculture Credit Project, over 6C1'/o of the Loan, 
is to provide credit to small and medium farmers for food production. 
The Grain Mark~ting Project will augment the BNF's capacity to buy the 
added production and to control basic food supplies and prices. The 
Primary School Reconstruction and Rural Shelter Reconstruction projects, 
which together will absorb less than 2afo of the Loan, will restore 
primary schools serYing approximately 50,000 students and will provide 
basic housing to 2,400 families in the Hurricane zone, again predominantly 
rural and poor. WhiJ.e the farm credit and grain buying activities will 
be national ~n scope, emphasis will be placed on providing credit for 
farmers in the hurricane affected zone. The education and housing 
~ctivities will be carried out exclusively in the stricken areas. 

5. Project Description 

The Loan will be made to the GOH which will in turn provide the 
equivalent in Lempira grants of $12.5 million to t:he BNF, $1.5 million 
to the Minist:-y of Education, and $1 million to INVA. 
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The ur portioa ef the Loaa vlll be u•ed for leading to 
far11er• for food production loan• ($9.S •illion) and grain 
.. rketiag ($3 11illtoa). Th••• fanare, vbo in large part are 
ia arrear• on their 1974 lllP loan• due to Murricane loaaea, 
will ~.permitted to uee their credit• to purchaae hand toola, ••ed and fertiliser, 1NlrDJllrd aaillal•, and other food produc­
tion input•, .,.. will contract to ••11 a po'X'tion of their 
crop t~ t•• Ill at the •uJtPOrt price. 

The Hini•try of .. ucatioa will u•• it• pot'tion of the Loan to 
repair or recoutruct •• uay •• possible of the 256 ach~ola 
...... ~ .. or deetroy .. by the Hurricane u1in1: CAii a• project 
adlllaiatrator. ft• Loen will finance the procur•ent of 
construction •tertale, the labor drava fro. the communitie• 
in which the echool• are to be constructed or repaired (some 
of thi• •J be donated), achool furniture and equipment, and 
CAD'• adainietratift coata. The Departaent of School Con­
•truc~lOD aad Mai•teaance will do the deai9n work and c'n­
etruction auperri•i•. CAI£ vill act aa a promoter of the 
commnlty intereat in the achoola, ocourat11ing them to donate 
land wen needed and labor for conatruction.; will procure 
certain school eqai,.nt and •terials; aed will certify pay­
.. nt• for coaatructien. 

lllVA will utilise non-profit priYAte inatitutiona to construct 
approxh•taly 2,400 aillple wooden hou11e•. Actual construction 
•hall lte carried out by the pa.rticipating non-profit agencies 
(FIRCO'Vl.L, PACACR, etc.) under 11'fA coordination and auper· 
vi•ion in accordance with previoualy agreed upon plans and 
specification•. The hoaae• will coat about $400, and will be 
financed vith lOOI. mortgages. In general, post-occupancy 
project servicing alulll be urried out by llNA. Selection of 
homeowner• shall be the joint re1ponsihility of UNA and the 
particlp~ting agonci••· 

6. Financiai Plan 

Food Production Credit 
Grain Marketing 
Primary School Reconstruction 
Kural Shelter Reconatruction 

Total Loan 

A. I • ..'J. 

$ 9,500,000 
3,000,000 
1,soo.000 
i,ooo"ooo 

$15,000,000 

GO!: -
$ 5' 350,·100 

150,00') 
75,000 
50,ono 

::- 6:r1c O" ·' :.; ' ,._,) ' .), ) 
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All procur-t will be '8rried out lccally and all f lnanciaa 
prnl•'41 ia ....,lra•, althouah •ome portion of the a1ricul­
tural !Dpat•, •clleol ..-1,...c, a .. coa•truction .. terial• 
will Mft ~- fnpert... The Honduran Central Ban." will maintain 
throughout the period of the AID-financed program, a $4 million credit 
to the BNF' for emergency crop credit. This and the GOH adn\inistrative 
costs fer the AID-financed program conservatively estimated at 1<'11/o for 
the crtdit program and 5% for other program expenditures constitutes 
the GOH contribution to the program, some 273 of total costs. 
Assurances of the GOH-contribution will be provided prior to 
signing of the loan agreement. 

7. Other S•rce• of ,.... 

The lxport-lllfOrt laak, IllD aad it• affiliate•, and the IDB 
ha.e ~.nfoftlM A.I.8. tllat they are aot prepared to consider 
the Suo-Project• c .. t..,lated under tbi• Loan. 

8. Statutory Criteria 

All •tatutory criteria ha•e been .. t. 

9. Yiev• of the Coatn T-

The Coalatry T ... ...tor••• the propo•al a• a high-impact effort 
•eetiq i adiat• ..... which Bondura• camaot handle alone and 
to wich other l•••n u1U1ot re•poad in time. 

10. Rec01111endatioa• 

t.._t a Loaa •• authorized to the 
GoY•~t of BODd•ra• for aa ..aaat not to exceed $1S,OOO,OOO 
•ubjec~ to t~• followiq tel'll8 a .. conclitiona: 

A. Iatereat aad Term t.lf •mment 

Rera.,.ent ia •ollara within 40 years, at an interest rate 
of 2 percent per alllh&• duri'ilg the 10 year grace period 
and three perc .. t per alUlUll t~ereafter. 

I. Other Conditions 

1) Concerning the Grain Marketing Activity 

Prior to initial disbursement, Borrower shall submit in 
form and substance satisfactory to A.I.D., a plan for grain 
tuying operations including pricing policies to be adopted 
~n carryi: out the program during calendar year 1975. 
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2) Concerning the Agricultural Credit Ac·t;ivity 

Prior to initial disbursement, Borrower shall submit in 
form and substance satisfactory to AID: 

a. A time-phased implementation plan giving priority in 
the uae of resources to hurricane affected areas and 
describing the policies and procedures governing 
the use of resources (including administrative, 
technical, and financial) to be allocated to the program. 

b. A standard agricultural credit loan agreement between 
the BNF and credit recipients that shall include 
inter alia: 

i. Provision for the sale of the collateralized grain 
crop to the BNF at a price sufficient to oonstitub:: 
an incentive to ptOC1uce grains. 

ii. Provision for the reduction of delinguent loan 
b~lances due to the BNF from previous production 
credits. 

3) Concerning the Education Activity 

Prior to initial disburs.ement Borrower t:;hall :::;ubmi t in 
form and substance satisfactory to AID: 

a. An agreement with CARE providing for CARE'5 role in 
the execution of the Activity. 

b. A time-phased plan for the implementation of the activity. 

4) ~oncerning the Housing Activity 

Prior to initial disbursement for other than technical 
assistance, Borrower shall submit in form and substance 
satisfactory to AID~ a time-phased plan for implementation 
of the activity, including the policies and procedures to 
govern sub-lending for Housing. 

5) Borrower, the Executing Agencies, and A.I.D. shall conduct 
an evaluation of the loan-financed activities prior to the 
beginning of the seventh month following execution of the 
Loan Agreement. 
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A: The Reconstruction Progr.am 

l. Background 

When Hurricane F5fi struck Honduras, it ravaged an economy 
that has never been strong. Its three segments - ... a large group 
of traditional agriculturalists, a small but very productive 
nucleus of commei'cial agriculture producers and a commerci<ll/ 
industri.al urban element-- have not shown the dynamic growth 
that would characterize self-sustained development. In size 
and growth, it is the smallest and weakest economy in Central 
America apd among the weakest in the Western Hemisphere. 

Traditional agriculture employs two-thirds of the .labor 
force but contributes only one-fourth of GNP. As a recult, 
median per capita rural income is about $50 per year. Commer­
cial agriculture employs about 3 percent of the labor force but 
accounts for about +o percent of GNP. Wages are high by Hondu­
ran standards and about one-half of the value of exports are 
products 0£ the commercial a.griculture sector. Banana produc­
tion is by far the most important commercial agriculture activ­
ity. Coffge, meat, wood and sugar have been important exports 
as well. 

Hurricane Fifi was a rural disaster. It hit hardest the 
low incomE rural groups which had little or no margin to fall 
back on~ In addition to the toll in human suffering, much of 
agricultural activity and its supporting inf:rastructure in the 
rich North Coast area, the economic backbone of the country, 
received severe damage. The productive capacity of the North 
Coast will be disrupted for years to come; ]t will require 
major investments by both the private se·ctor and local and na­
tional governments before it will be able to reach even its pre­
vious level of production. 

2. Damage Estimates 

A ROCAP-prepared report!/ estimated that the gross dat:•rJ(j(~ 
to the e~onomy in terms of physical and value added of prr>''J•pr:­
tion will come to $330 to $360 million through 1976. (The 

,, 
1/ Clark Joel, ROCAP Economic Advisor, Impact of Hurricane~ 

Fifi on the Hondoran Economy - A Macroeconomic Analysis, 
December 12, 1974 (attached as a supplement). 
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Planning Council, using somewhat different conc£'pts, J igurp~; 
the loss at $450 million.) Included were infrastructure and 
housin9· losses of $53 million, losses in value added through 

1976 •:>f $200 million and losses in soils, crops and live­
stock of $51 million. The drop in value added in 1975 alone 
represents about 11 percent of the GDP for 1975 as projected 
before Fifi st~uck, including a drop of 18 pe~cent in agri­
culture, 11 perct.ru; in industry, 18 percent in tr~msport and 
communications and 13 percent in commerce. 

In real terms, 'the economy in 1975 wi:ll be at about the 
same level as in 1973 instead of having grown over 12 percent 
in the interim. All sectors except agri.culture will be at or 
just slightly below 1973 real levels. Agriculture will be 
7 percent below 1973 c>"n a total real basis and 13 percent be­
low on a real per capita basis. 

The implications of the hurricane on the domestic avail­
ability of foodstuffs, on foreign exchange earnings and on 
government revenue collections are most serious. The sur­
vival of thousands of people will depend on imported food at 
a time when foreign exchange reserves and earnings will be 
severely strained. The ability of the government to command 
internal resources to confront the problem likewise will be 
impaired as fiscal revenues slip. At the same time, the 
governme~t plans to begin implementation of an ambitious 
agrarian reform and rural development program, in addition to 
repairing the damage as quickly as possible. 

3. Impact on Food Supplies 

Acccrding to official estimates, the damage to food pro­
duction for domestic consumption was most important with re­
gard to corn. Corn production was projected to increase b/ 
almost 6 percent in 1974 over· 1973, The Planning Council now 
projects a 32 percent decline below the 1973 level as a 
result of the hurricane. The· loss in corn production represenj7 
the annual corn consumption of an estimated 1.0 million people-·. 
Unfortunately, the loss came right befo1'e harvesting of the 

1/ The e3timated loss was 122,400 tons (Planr.ing Council 
esti.Jr.ate) divided by an estimated annual per capita con­
sumption of 123 Kg. 
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first plantings in the agricultural year, when stock!; were 
very low. 

'.l'here are als0 serious shortages in rice, though these 
are largely independent of the hurricane. Rice production 
had been projected by the National Development Bank to in­
crease by 26 percent in 1974 and make Honduras self-sufficient. 
llnf ortunately, that target wj.11 not be met, and Honduras 1 

1974 rice production may be even lower than in 1973. It is 
estimated that Honduras will have to import 68,000 metric tons 
of corn in the next year at c;1 cost of $12 million and 10, 250 
metric tons of rice at a cost: of about $5 million. 'The GOH 
has req•1ested a PL-480, TitlE! 1 loan to help meet this need. 

The availability of other foods also de,creased as a result 
of the disaster. It is estimated that about 15 per~ent of ba­
nanas and plantains for domestic consu;nption were lost. Oran­
ges were virtually wiped out, while beef, poultry, rr.ilk and 
eggs were affected somewhat. Production of most of thPse 
items, however, will be rest<>red in 1975. However, since 
populatio11 will continue to grow at about 3 percent a year, 
the courtry's food position will det:eriorate. Honduras, 
already classified as a ch1·onic food deficit country by the 
FAO, wilJ face an even darker future. 

In response to this situation, the Ministry of NaturaJ. 
Resources has formulated an 4?mergency plan for the production 
of basic ~ains to be put into effect immediately. T!1e plan 
sets the following targets for the increase in output of 
basic grains: for corn, 1.9 million quintales (8&,364 me-:..-ric 
tons); ror beans, 113,000 quintales (S,136 metric tons); and 
for rice 254,000 quintales (11,545 metric tons). 

4. Impact on the Balance of Payments 

The main impac~ will be on the ability uf the country tn 
import the consumer goods, raw materials and capital eo~ip­
ment that it will need. The problem '",.tems fundamentally fy·rn-, 
the interaction 0f substantially lower export.s of the ~rn.rnt r 1 ' ~ 
major single earner o.f foreign exchange .. - i.e. bananas-- and 
sharply increased import requirements related to the 1 ·01nMtr1' • 
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reconstruction and development programs. Th(~ uncovered de .. 
f icit i., the balance of payments indicates the key rflsourc!c 
gap that is not· subject to ready control by GOH author it j e~> 
and which should be addressed ~y external ass:istt1n<:u. 

The Planning Council's projections of exports, impor·l5 
and the balance of payments were presented and analyzed in 
detail in Clark Joel's macroeconomic report (attached as a 
supplement). The major conclusions reached are as follows: 

a. The Plannil)6 Council's export proj1f.~·ti(ons for l'Tf5-76 
were adopted as the basis of our aualysis. These project a decline 
oi 47 peJ'cent in banana exports i~ 1975 in comparison with the 1973 
level. Total 1975 exports are projected to incrnase by only 1.5 
percent ever the 1973 level. 

b. 'l'he deficit on cur.cant acount in the balance of pay­
ments is projected ~o increase from ~ 71 million in 1973 to 
~ 236 million in 1974, i 330 million in 1975 and ~ 315 mil­
lion in 1976. 

c. The requirement for extraordinary external assistance 
is projec~ed at ~ 155 million ($78 million) in 1975 and ~ 200 
million ($100 million) in 1976. 

Honduras was facing a s~rious balance of payments problem 
even before the hurricane as a result of (a) the failure of 
ban~na prices to keep pace with Honduras' import prices; (b) 
decline in banana sales as a result of the conflict over the 
banana export tax; (c) sharp increases in the price of oil 
and other imports. ROCAP estiM.ated the pre-hJrricane balance 
of payme~ts deficit in 1974 at almost $50 million. Thus, the 
hurrica~e has aggravated an already precarious situation. 
Honduras will have to make a major effort both to expand and 
diversify its foreign exchange earnings. 

It should not be assumed that the hurricane damage will 
be completely repaired in 1975. The intentiorsof the ~anana 
companies are not clear at this stage. While the lands in 
the Sula dnd Aguan Valleys (hardest hit by the hurricane) are 
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ideally 3uited for banana growingll the banana companies wou1d 
also consider the following facto1~s: (a) banana exports from 
Ecuador to the U.S. apparently have been able to fill the gap 
left by Honduras; (b).the absence of an export tax in Ecuador 
and the ~ost competitiveness of Ec!uadorian bananas; ( c) the 
failure of ba.nana prices to rise in the U.S. m&rket in recent 
months in line with increases of other food products; (d) the 
extent of the damage to banana plc:1ntations combined with the 
high cost of rehabilitation; and (e) the high cost of money 
in today's money markets. Thus, there is a strong possibility 
that Honduras' lower banana export earnings will persist be­
yond 1975. 

It is also clear that Honduras needs long .. term loans on 
concessionary terms to mee\: it~ r•~source gap. 1he Honduran 
development plan concentrates on agricultural and forestry 
developr.ent, agrarian reform, educ:!ation and infrastru-:ture 
projects ~i1hich certainly cannot be expected tc> pay fc"" them­
selves over a five to seven year period. The f :!.nancing of 
Honduras' external assistance requirements on ~ommercial terms 
would signi.f icantly increase its debt service charges and fur­
ther wor~en prospects for an already serious balance of pay­
ments deficit. We should also avoid pressure on the GOH to 
divert it~ resources from its long-term development program 
to reconstruction activities. 

5. Fiscal Impact ________ ....._._ 

The hurricane is expected to have a substantial impact 
on central goverrunent revenue collectio.r.s. Major reductions 
are expected in the collection of corporate income and banana 
export taxes, with lesser reductions in personal income and 
indirec~ business tax collections. The Mi~istry of FinancE 
estimate& the :oss in total revenue collections at ~ 48 mil­
lion in 1975. As a result, the government projects a sharp 
drop in cu~rent savings between 1974 and 1975. The central 
government:s budgetary deficit is projected to increase by 
111 per~ent in 1975 (up from ~ 79 million in 1974 to ~ 167 
million in 1975), while the portion of the projected defic:;t 
without financing (i.e. the sum of internal and external ga-,s) 
is projected at ~ 79 million in 1975 and ~ 76 in 1976. 

The government intends to undertake reconstruction acti­
vities while going forward with its normal public investment 
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program. In fact, it has scheduled an accelC"r•ation in thP 
..... tplementation of its development plar. as it feels Lhat thP 
development of the agricultural sector and of its agrarian 
reform program cannQt be delayed. Total capital expenditures 
of the public r-:ect~+ ir.

7
e projected to increas.:1 by 51 percent 

between 1974 and 1975.:!. They are projected to reach ~ 375 
million in 1975 and JI, 330 million in 1976. The unfinanced 
external gap alone, conristing of loans presently being nego­
tiat1 .d and those still without financing, am~ynts to ,, 130 
million in 1975 and to J', 119 million in 197&:: • This plan 
strikes us as over-ambitious and will most likely have to 
be stretc.hed out over a longer pe1~iod. We agree, however, 
with th'? government's intention to undertake reconstruction 
activities without interrupting on-going projE?cts or delaying 
irr.plement:ation of its rural s~ctor development program. Im­
provement of the government's ability to formulate and imple­
ment projects is crucial, and the government is currently 
undertaking a program to expand its capability in this area 
(diRCUSS~ below). 

6. Impact on Credit Requirements 
-------~~~----------------~ 
It is anticipated that the banking system will be called 

upon to expand credit to help finance inventory replacement, 
the replar.ting of crops, repair of damaged facilities, and 
the financing of accounts receivable of businesses. On the 
other hand, the authorities must guard against over-expansion 
of bank credit and money supply a.t a time of strong inflationary 
pressures 3nd serious deterioration in the country's balance 
of payments position. 

The Central Bank has not yet developed a monetary program 
for 1975. However, it is kno\'in that it plans to avoid any 
increase in credit expansion to the public sector, while ac­
commodating the priority requirements of the private sector 
--particularly in the area of basic grains, replanting of ba­
nanas by independent producers who suffered losses in the 
hurricane, and replenishment of working capital of businesses 
affected ~y the disaster. It is hoped that the Honduran 

1/ Source: Planning Council, "An:ilisis y Proyecciones Ma­
croecon6micas del Desarrollo y la Reconstrucci6n,1975-79" 
Dec. 1974, Table 8. 

2/ Ibid, Page 44. 
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authorities will avail themselves of technical asfdstance 
from the IMF in devising a monetary ... f is cal program that will 
be consi&tent with the basic reconstruction and development 
priorities, while minimizing its adverse impact on priees <Jnrl 
non-essential imports. 

7. Sel.f-Help Measures 

The major self ··help measures that the government has taken, 
or is considering, include the following: 

a. A substantial expansion of public sector investment 
expenditu1·es for both reconstruction and development, while 
permitting only minimal increases in the government's current 
expendit'.lres. 

b. Er.actment of a program of tax reform yie1C.:ing about 
i 30 million consisting of increases in real property tax 
rates, excise taxes on beer, cigarettes, liquor, soft drinks 
and mineral products, and higher tax rates on incomes and pro­
fit remittan.:!es of foreign-owned businesses. 

c. Improvement in project preparation and in the govern­
mer.t' s implementing capacity, including the establishment of 
special units within various government agencies with res­
ponsibility for the implementation and control of projects; 
the setting up of a Project Promotion Unit \.tthin the Tech­
nical Secretariat of the Planning Council charges with the 
responsibility of overall coordination of project prepa~ation 
and with ~he evaluation of investment projects and programs; 
and the institution of intensive training courses to improve 
the skills of government personnel in the formulation and 
evaluation ~f projects. 

d. Place major emphasis on the agricultural development 
and agrarian reform programs. 

e. Gi·..1e special priority to the promition of basic grain 
productioP, including the granting of special lines of credit. 

f. It:1p0se a special tariff surcharge on non-essential 
consumer goods. Increases in tariffs on vehicles were already 
adopted. 

g. Credit measures include the adoption of hicJher intcrE:Lt 
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rates on hank deposits and bank loans.~/, the divers] on oJ 
cr'edit from conunercial to productive activities .. ~/, and the 
progranunir,g of a moderate amount of credit expansion to the 
private se~tor while permitting no signif ic:tnt credit expan­
sion to the public sector. 

li Already done. 
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B. The Reconstruction Effort 

1. SUlmlil!)' of Imaediate Problems 

a. Agricultutte 

A preliminary analysis (October 1974) of the finan· s of the 
BNF, which eovers the Oct.-Dec. period of 1974, indicates that 
$15.6 million of the Bank's portfolio is likely to be adversely 
affected in some degree by Hurricane FIFI. To assist in under­
standing this analyaia, the following classificati~ns of the terms 
to be used apply: eroble• credits are those loans where payments 
of interest and/or- a110rtlzatlon of principal are not likely to be 
made according to schedule; losses are those loans which probably 
will not be recovered in whole or in part; and deficit refers to 
a lack of cash with which to make new loans. 

Size of tc~rtfolio affected by the Hurricane: 

The total portfolio of the Bank on August 31, 197q amounted 
to $53.6 million. The estimated amount of problem credits is 
$15.6 million or 29.1\ of the total portfolio as shown below: 

Agriculture 

Banana 
Cotton 
Rice 
Sugar Can£ 
Beans 
Corn 
Tobacco 
Other Crops 

Total - Agriculture 

Livestock 

Agro-Industrl_ 

Others 
Total - Problem Credits 

$ (000) 

157.2 
250.0 

1,113.5 
791.2 
63.4 

1,109.3 
2.9 

1,383.1 
4,870.6 

6,724.9 

1,112.0 

2,909.3 
$15,616.8 

31.1 

43.3 

7.0 

1R.6 
100.0 
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The bu.ik of the problem credits are to be .found in livestock 
($6.7 million) and agt"iculture ($~:9 million) which cover almost 
75% of the adversely affected loan portfolio. The crops which 
secured the bulk of this credit were almost totally destroyed. 
The table below shows the relation between problem credits and 
total portfolio by sub-sectors: ~· 

Estimate of Total 
Problem Credits Portfolio 

(millions $) (Mill.ion $) % --
Agriculture 4.9 21.0 23.3 
Livestock 6.7 21.7 30.9 
Agro-Industry 1.1 6.3 17.5 
Others 2.9 4.6 63.0 

15.6 53:-S--

Analysis of the portfolio on .August 31, 1974, before Hurricane 
FIFI, showed $10.8 million in delinquent loans, approxi1 . .ately 20% 
of the total loan portfolio of $53~6 million. Applying this 
proportion to the portfolio affect,ed by the disaster, some $3.1 
million of the above problem credits presented difficulties even 
before the hurricane. The other $12.5 million in loans for 
activities in the affected area now can be expe•::ted to present 
repayment p~blems. The Bank estimates that pe~haps $2 million 
of this will be collected as scheduled, half the balance will be 
collectible over two years, and the remaining $5 million will 
prove to be uncollectible or will come in over so long a term 
that it cannot be counted on in programming the Bank's lending 
o·>"et' the next few years. 

Taking into account the effects of the Hurricane, plus a 
deteriorati~n in the markets for coffee and beef, and the decrease 
in effective demand because of the sudden incre•1se in unemployment, 
expected and actual repayments for September and "befo.f'e?l and 
"after" projections for the last quarter of the year are as 
follows: 
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REPAYMENTS -
(Thousands of dollars) 

se2tember October Novembe1' December Total -
Projections 
before Hurric•ne 
FIFI 2,070.4 2,117.5 1,730.0 1,808.5 7,726.4 

Projections 
after Hurricane 
FIFI 904.6 (1) 600.0 700.0 950.0 3,154.6 

Difference 1,165.8 1,517.5 1,030.0 858.5 4,571.8 

(1) Actual 

The numbers indicate that of the more than $7.7 million 

expected re~J'llenta during the last 4 months of 1974, only less 

than $3.2 million will actually flow back to the Bank, a difference 

of $4.6 million, or 56\ below pre-FIFI expectations. 

The Bank;·s original credit progl'am for 1974 was $140 million: 
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NATIOHAL DEVELOPMENT BANK - CREDIT PROGRAM .. JA.~l, 1974 

(by Activities - thousancts of dollars) 

Preliminary-Actual Progi.•ammed 
1973 1974 

AGRICl!LTURE 

C'otton 5,648.5 3,720.0 
Rice 560.6 1,060.2 
Coffee 3,902.5 5,561.4 
Sugar 660.9 1,153.2 
Beans 521,7 427.8 
Fruits lllO. 9 148.8 
Vegetables 435.6 74.4 
Corr, 2,528.9 2,808.6 
Pc·tato 140.3 427.8 
'l'obacco 627.9 1,748.4 
Sesame 97.6 55.8 
Tubers 28.8 18.6 

Sorg~um 37.1 37.2 
Others 917.6 1,357.8 

Suh Total 16,280.9 18,600,0 

Livestock 

De~f 5,528.l 5,926.8 
Dairy 4,161.2 7,022.4 
Other livestock 103.8 250.8 

Suh-total 9,793.l 13,200.0 

Refinances 2,632.8 902.7 

Other Loans 6,411.4 7,297.3 

TOTAL 35,110.2 40,000.0 
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Evea before the disaster, this goal had to be reduced to 
$33.6 million because of insufficient resources. The $4.6 million 
hurricane-r•lated cash flow reduction decreased the ~nk's capacity 
to grant naw loans during 1974 to $29 million. Since new loans 
had already passed $30 million by the end of September, the Bank 
was caught in a position wherein it could grant new credits only 
to the extent that extraordinary resources were made available 
by the Centr~l Bank. 

The A.I.D. Agricultu·:se Sector Loan (025) contemplates the 
provision of $!0 million to the BNF (including $4 million of GO!I 
funds) for lending to asentamientos, cooperatives, and other 
associations of Smilll fal'lll(\l'S over the next four years ($3,467,1.tOO 
in 1975). T~·,ese funds will replace part of the loss the BNF has 
incurred in lending to these groups, but will not be available 
for lending to individual maall far111ers, nor will their use 
necessarily give priority to the zone affected by FIFI. Under 
the present circumstanceai a higher volume of lending to these 
clients is most unlikely. The BNF, instead of being able to expand 
its outreach to the rural poor, wou~d only be able to maintain its 
lending at the level of operations and income which prevailed in 
1973. Barring special relief as is proposed herein, the reduction 
in the Bank's :ending operations will be felt most ~y the smallest 
and weakest customers, the target gt"oup of A.I.D. assistance and of 
the GOH's agrarian policy. Furthermore, the Agricultural Develop­
ment Plan, desjgned to stimulate the production amd internal supply 
of foods, principally basic grains, cannot achieve its goals for 
regional self-sufficiency before 19BO unless production credit can 
expand to allow increases in the area being worked with improved 
agricultural practices. 

food Production/Consumption 

An agricultural marketing study (CIDA.Project 1~48/00201), 
financed by the Canadian International Development Agency, shows 
the following current per capita consumption levels for agricultural 
products in Honduras: 
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Per Capita Consumption Levels for Agricultu1•al J>roducts in Honduras 

P1'0duct Grou.P 

Basic grains, including wheat for bread 
MeRts, including fish and Poultry 
Dairy Products 
Vegetables 
Fruits 
Edible oils and f ata 
Sugar, including panela 
Eggs 
Coffee 

Consumption 
(Kilograms per year) 

107 
13 
71l 
19 

192 
22 

5 
6 
4 

The authors of the study point out that growth of domestic 
demand for agcicultural produce is a function of population and 
income growth. They pro3ect a growth of effective de~and at about 
3.4% per year. The following are the study's estimate of the 
increased levels of production to be achieved in the three principal 
food grains if Honduran production is to keep up with projected 
increases in domestic demand: 

1973 
1978 

BASIC GRAINS: HONDURAS 

Corn Production 

331,800 
469,300 

Beans Production 

44,500 
56,200 

Rice Production 

16,400 
30,000 

Adapt'!d from CIDA Agricultural Marketing Study (448/00201), Sept. 1974. 

The Ag1•icultural Sector Assessment present 1ed the following 

estimated food deficits in 1970 and 1975, given • minimum recommended 
diet; Since the av~rage Honduran spends slightly over 40% of his 
annual income on food, ~ general food price inarease would have a 
strong inflatjonary impact as well as damaging the low-income 
consumer's ability to attain any minimal nutritional standard. 
Consequently, food production increases are imperative. 



ESTIMATED FOOD NECESSITIES IN HONDURAS, 1970 

FpODSTUFF Recommended 

Milk 
Eggs 
Meats 
Beans 
Vegetables 
Fruits 
Banana - Platano 
Roots and Tubers 
Corn 
Wheat** 
Rice 
Sugar and Raw Sugar 
Fats 

*Excess 
**Grain in terms of imported flour 

Diet 
Grains 

300 
24 
90 
75 

130 
120 
150 

60 
228 

97 
60 
60 
20 

Annual Apparent 
Production Supply or Annual 
Required Production 

Metric Tons Metric Tons 

213.852 142,431 
17,108 10,900 
64,155 16,200 
53,463 27 ,100 
92,669 11,100 
85,540 63,000 

106...,926 415,300 
42,7i0 24,400 

162,527 303,800 
69,145 1,400 
42,770 24,000 
42,770 59,900 
14,256 9,700 

Source: Evaluacion Nutricional de la Poblacion de Centro Am&rica y Panam~ 
Honduras INCAP V-29 - 1969. 

Availability 

67 
64 
25 
51 
12 
74 

385 
57 

187 
2 

56 
140 

68 

Deficit 
Metric Tons 

70,571 
6,158 

48,116 
26,196 
81 ;549 
22,240 

307,947* 
18,391 

141,399* 
67,762 

f-..J 18,819 \J1 

17,108* • 
4,562 



ESTIMATED FOOD NECESSITIES IN HONDURAS, 1975 

FOODSTUFF 

Milk 
E£gS 
Meats 
Beans 
Vegetables 
Fruits 
Banana - Platano 
Roots and Tubers 
Corn 
Wheat id: 

Rice 
Sugar and Raw Sugar 
Fa.ts 

* Excess 
** Grain in terms of imported flour 

Recommended 
Diet 

Grains 

30C 
24 
90 
75 

130 
120 
150 

60 
228 

97 
60 
60 
20 

Annual Apparent 
P1•oduction Supply or Annual 
Required Production 

Metric Tons Metric Tons 

247,844 155,388 
19,827 14,000 
74,353 17,800 
61,961 32,900 

107,399 12 ,-400 
99,137 75,400 

123,922 415,300 
49,568 27,100 

188,361 345,300 
80,136 1,600 
49,568 26,100 
49,568 73,200 
16,523 12,400 

Source: Evaluacion Nutricional de la Poblacion de Centro Am~rica y Panam§ 
Honduras INCAP V-29 - 1969. 

Availability 

63 
71 
24 
53 
11 
76 

335 
55 

183 
2 

53 
148 

75 

Deficit 
Metric Tons 

91,702 
$,750 

56,508 
29,120 
95,585 
23,7S3 

291,217* 
22,306 

156,340* 
78,533 
23,297 
23,793* 
4,130 

...... 

°' 



- 17 -

b. Education 

Before Fifi the Honduran educational system lacked 
suff iciert building space and supplies and equipment to serve 
all of the school age children on the North Coast. Following 
the Hurrioane a total of 256 schools with 1280 classroom were 
either completely destroyed or dama6ed to some extent, with 
accompanying major losses of class?"oom and office equipment, 
furniture, textbooks and other educational supplies (see 
Annex II? Exhibit A). In addition~ the storm took its toll of 
teachers and administrative personnel either killed or 
injure~. The student population affected is app~oximately 

50,000, roughly 12% of the national total. 

Most ~f the damage was caused by the flooding which 
followed the storm itself. The majority of the ~uildings 
destroyed or damaged we~eone and two-room adobe and wood 
structures. Repairs required for damaged schools range from 
replacing hroken windows and repairing roofs to reconstructing 
collapsed rooms and walls whose bases were weakened by 
floodwaters. 

Huch of the wor~ involved in replacing the physical 
structures can be donft by communities whose children attend 
the schools. Construction materials, supplies, and educational 
materi.als will be procured outside the communities. What is 
lacking is the overall management capacity and organizational 
force to put all these schools back into operation in the 
shortest pcssible space of time. 

The Ministry of Education's already limited financial 
and administrative capacity, largely dependent on CARE for the 
organization and management of primary school construction 
in recent years, cannot meet this new demand. The Ministry 
estimates the cost of repair and reconstruction of the buildings 
and replace11umt furniture, equipment and supplies , arid a small 
amount of in-service teacher training at $1,500,000, and 
intends to draw on CAR& in the implementation of this Project. 
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The effects of HUl'ricane Fift on the Honduras Shelter 
Sectox> were severe. For the mc>st part, floods generated by the 
heavy rains accompanying the storm were the pri~cipal cause 
of damage. Estimates of damage to housing vary depending on 
the data source. Th' Consejo Superior de Planificacion f.cono­
mica estimates a tot~l of 70,000 homes destroyed or damaged. 
Most of these are listed as rural huts of cane and thatch. 
According to Consejo figures about 15t500 of the total destroy­
ed were of a more pe~·manent type construction largely in urban 
areas. Of the 15.500, about 3,000 units were listed as 
completely destroyed and 12,500 were listed as damaged. The 
Consejo e~timate for the "permanent type" housing damage was 
broken down as follows: 

Place 

Distrito Central 
Santa Rita de Yoro 
San Pedro Sula 
Puerto Cc.rtes 
Choloma 
Omo a 
Progreso 
San ManJel Cort~s 
Villanueva 
Potrerillos 
Tela 
La Ma.,;ica 
Toco a 
Sonaguera 
Saba 
La Ceiba 
Utila 
Santos Guardiola 
Roat~n 
Guanaja 

Destroyed 

2 
200 
500 
400 
500 
150 
500 

50 
100 

50 

20 
100 

150 
5 

10 
10 

100 

Damaged 

25 
500 

4000 
500 
500 
300 

3000 
150 
400 
500 

80 
50 

1200 
300 
150 
500 

50 
20 
25 

100 

Bas-=!cl 0n an AID-s~onsored sur·.rey of the area, the 
Consejo's preliminary e:::timate would seem high. The rural 
damage is especially difficult to determine because many 
small huts hav~ been completely washed away along the rivers 
and over ldrge flooded areas in the Sula and Aguan Valley. 

Based on our survey the r~umber of uri,an homes destroyed 
was bet~een 2500 and 3000. There were several instances of 
severe damage in c~nfined areas of the affec J towns, but not 
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to the extent announced in published reports. The number of 
rural homes destroyed is much more difficult to estimate 
without access to pre-Fif1 photo maps. There was little wind 
damage to those homes still standing, but large areas were 
completely flooded with no houses remaining ev~n though the 
areas appeared to have been previously populated. The total 
of rural houses destroyed could range from 20,000 to 30,000 
and perhap~ .• zher+ . 

The dollar value of the damage to shelter is very 
difficult to estimate at present. If we use an average value 
of $2,000 for urban units destroyed, $100 for rural unitsdamar,ed or 
destroyed and $1,P 00 foX' urban units damaged we could estimate 
a total damage of $11,000.~oo. 

Urban destl'oyed 

3,000 at $2,000 • $6,000.000 

Urban Dama_aed 

s,ooo at $600 = $3,000,000 

Sub-total = $9,000,000 

Rural destroxed and damaiied 

20,000 at $100 :: $2,000!000 

Total $11,000,000 

INVA has tentative plans to construct 1,300 urban and 
1,900 rural hol•seP with presently available financing. This 
is about the limit of INVA's capacity to build for its own 
account dw.~ing 1975. Several private groups including CARE, 
FEHCOVIL, ?:UlrnDESA, and the labor unions have started small 
housing projects in response to the emergency; however, their 
capacity to carry out projects is limit(~d by lack of financial 
rt:>ources. 

The need for better shelter for low income families in 
Hoaduras was great evah before Hurricane FIFI. As a result 
of the Hurricane thousc:~nds of productive farmers have been 
forced from rural arens to the cities. A rural shelter project 
is required quickly to encourage these farmers to return to 
their fal!ms before they choose to stay in thi? urban areas. 
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2. Government of Honduras Plan 

The Government is revising its unpublished five year 
plan to meet the additional requirements created by the 
Hurricane. The National Planning Council (CSPE) has 
conducted a survey of the damage, and has presented an 
economic analysis of the long range effects of the 
Hurricane and a list of projects that it expects to be 
implemented over the next five years. 

This analysis ~nd list were reviewed at the Inter­
national Dono~s meeting held in Tegucigalpa December 6 
and 7. Public sector financing needs for beth re­
construction and development came to $1,155 million, 
consisting of $765 in external financing and $390 million 
in internal financing; divided into the following four 
classes of loans: amounts to be expende6 in projects· 
currently being executed, negotiated loans that are 
pending signature, loans in which an interest has been 
expressed by external donors but which have not reached 
the negotiation stage, and loans being prepared for 
presentation for financing. These are given below (in 
millions of dollars): 

External Internal Total 

In execution 156.7 126.1 282.8 
With financing 26.5 32.1 58.6 
Under Neg0tiation 107.7 27.6 135.4 
Without Financing 474.0 204.1 678.0 

TOTAL 764.9 389.9 1154.7 

Loan8 being prepared for presentation for financing 
are distributed as follows: 

External Internal Total 

Transport 106.6 21.1 127.8 
Communications 7.6 7.6 
Agriculture 116.8 44. 2 160.9 
Forestry 9.1 a.o 17.1 
Fishing 2.9 1.6 4 . 5 
Housing 10.5 10.5 
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Health 1. 1 10.1 11.2 
Educat io.1 0.3 2.2 2.6 
Industry 53.0 1 7. 0 70.0 
Energy 150.0 98.6 256.6 
Urban Development 3.1 1.2 4.3 
Tourism 5.0 5.0 

TOTAL 474.0 204.1 678.0 

These external credits and their domestic counterpart 
funds sum to a large figure relative to previous levels 
of public investment -- double to triple the previous 
annual rates. The annual local counterpart alone equals 
past annual total public sector investment. 
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3. Assistance F.fforts to Date 

a. Other Donor& -------
Immedhltely following the Hurricane, emergP.ncy relief 

assistanc~ waA 'J)rovtded by many voluntary agencies, inter­
national agencies and individual countries includin~ CARE, 
CARITAS, r.ermany, England, Mexico, OAS, Panama, Cuba, and 
the other Central American countries. The assistance came 
in the form of medical supplies, food stuffs, clothinn. anrl 
medical teams. According to preliminary Central Bank data, 
the estimated value of the assistance in kind is $21 million: 
private cash donations are estimated by the Mission to have 
been about $5 mtlllon. 

Various international lending agencies have in<licated 
interest in assisting Honduras with the reconstruction effort. 
At the donoi's meeting, expressions of intereRt were offere<l 
for $250 million for projects now in execution (those with 
financing and those under negotiation), and for $350 million 
for proje~ts without financing. 

However, at this time the Mission knows of no firm 
offers and ~as no reliable estimates of amounts nrogramme<l 
by the other lending agencies for assistance of the kind 
contemplated in this Program. CABEI, IDB, and IP.RD an~ 
exploring ways of shifting existing loan portfolios or 
speeding up new loans to respond to priority needs. 

b. U. S. Ass i.stance 

U.S. assistance began wf.th release of the Ambassarlor' s 
Special F.mergency Fun<l of $25,000 and was followed ~vi.th 

alm0st Sl. 6 mil lion of A. T .D. Foreign Disastf'."r Relif'f f11nrl'-', 
which wPre use<l to provide blankets, sand bags. fon<l, 
mEtlicine, transoortation of privately <lonateci items ~nd 
emPrgency liel icopter operations (with renuired bRck-11p 
suoport). 

A CRnital Assistance ~rant of $5,000,000 was signerf 
November 4, to provf.de 2ctdi.tional relief. The Grant is 
df vidC'rf into f j ve areas: agricul turP prod11c t ion. ho1_1s inr, 
reconstruction, m11niclpal reconstruction, national infra­
structure, and· rehabilitation of the health delivery systrm. 
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Th~ financial breakdown is ns follows: 

Agriculture 
Rousing 
Municipal reconstruction 
Infrastructure recon-

struct ion 
nealth delivery system 

Total 

$1. 591,000 
579,000 
655,000 

1,255,000 
920,000 

$5,000,000 

The agriculture production and housing portions of thP 
Grant are R<lministered by CARE. llnder the agriculture pro­
duction portion small hand tools and seed are being 
distributed to small farmers and, where necessary, efluipment 
rented to clean and plow fields. The intention is to provide 
farmers with sufficient tools and seed to permit them to grow 
enough for1d during the second growing season (postrera) of 
January-Fe-~ruary to feed themselves and their fami1 ies unti 1 
the next major planting season (May-June). Where nf•ede.d, 
Food for Work commodities will supplement the stock of food 
available to beneficiaries. Under the housing portion 
construction materials are being distributed to families for 
housing construction and repair. 

The municipal reconstruction portion ls admintstererl hy 
the Autonomous Municipal Bank (BANMA). BAm.tA is dis tr i.hut i.nr, 
these fundt:t on a grant-basis to several municipallties. The 
sub-grant& will be used for the conscruction of such local 
infrastructure work as water and sewerag~ systems and 
access roads. 

The infrastructure portion is administered by the 
Ministry of Public Works~ This portion of the Grant will 
fund: (a) construct ion of roads and bridges washed nut· by 
the Hurricane; (b) design and construction supervision; 
(c) equipment procurement; (d) construction materials; and 
{e) limited technical assistance to a watershed control 
reconaissance project. 
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The health portion is being implemented by the Ministry 

of Health. Thia portion i• divld~d into four activities: 

(a) procurement and distribution of medicines and medical 

supplies; (b) malaria ~ontrol; (c) repair of health posts 

and centers; and (d) a health education program. 

'l'he implementation and disbursement status and 

projection covering this Grant 11 aa follows: 



FINANCIAL PROJEcrIOHS: Project 114 ~htire !5 Million Obligated Rov. 4l 
($ • 000) 

Colmit•nt• Advance 
Activity A,gency 1!!1!. Amount Date Amo\lllt -

· Houaing CARE Nov. 9 579 RA (PRLC) 

Agriculture CARE Nov. 9 1591 Ml (PRLC) 

Municipal BANM.l llov. 13 6~.5 liov. 20 200 

Health Min. Health lfov. 21 920 Rav. 26 100 

Infrastructure Min. eo-i.m. Mov. 21 1255 Dec:. s 400 

Contracts let andf or Orders 
placed, by period * Accrued Disbursements Occurring in Quarter Ending*** 

I 

Nov. 74 Dec. 74 Jan-Mar. 75 Aer11 TOTAL Dec. 74 Mar. 74 June 75 ;'\.) 
\J1 

June 

Housing) 
980 700 490 2170 1100 920 150 Agric. ) 

Municipal 0 200 455 655 75 430 150 

He.!!lth 227 Min. 190 158 575) 920 - Min. 500 75 
345 AID 345) 35 AID 310 

Infra. 80 Kin. 300 400 72 852 50 Min. 300 502 
23 AID 380 403 23 AID 380 

1655** 1770 1503 72 5000 1283 2840 877 

NOTE: All data in thousands of dollars * By ultimate contractor ** Estimated actual total 
*~~ Services or Commodities received 
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4. A. I.D. 's Continu:lng Role in the Reconstruction Effort 

The need for emergency relief is diminishing and the 
Government's attention is turning to reconstruction and 
recovery efforts. A.I.D. has been asked to provide assistance 
in three priority areas - agriculture production, education 
and housing. Implementation of th4! four Projects selected 
will utre~gthen the GQvernment'o now diminished ability to 
provide 1enrice to rural inhabitants in the affected area, 
and will in~rease th~ national production of b4eic food­
stuffs. ~11 three areas have · primarily a rural focus, 
which agrfte~ with A.I.D. poiicy and direction. 

5. GOH Self-Help Efforts 

The GOH has indicated that it will undertake m.ejor 
self-help policy measure1 on a wide range of t'lu1tcroeconondc 
points. 'these include: (a) restricting current expenditures 
at minimal levels consr.lstent with adminiotrative efficiency; 
(b) tax reform to raise revenues received from income taxes, 
real estate taxes, conaU111ption and production t~es on beer, 
cigarettes, liquor and :1oft drinks, and miner.11 production 
(tw0 alternativeo under study would yield $16 million ~nd 
$24 sillion per year); (c) general import controls to restrain 
imports of coa1uaar goods mnd thereby allOT~ increased imports 
of capit~l goods by decreasing 11nofficiftl ext.arnal Rttpplier 
credits; (d) production stimuli through epeci.al lines of 
Central Baa!< and National Develop!!aent B-2nk criedit cud through 
fiscal incentives; and (e) tl generaliz~d program t'<• counter 
non-import0d inflation. l'heoe will go a long way towards 
meeting th~ cona~uences (ou~;lined in Section I-A) of the 
disa0ter Gll!enable to GOH action. 

In addition, eubr;tantial financilll ir~sourcee h&1ve been 
committed by the Central Governoont and various of the 
decentralized agencies. The IBRD expects that Honduras 
will have spent over $10 million in 1974 on immediate relief 
and recona~ruction fro!.\1 Treasury funds and i:motheJ:" $35 mill ion 
in 1975. The Central B2nk baa ma.de tuo cr~dit line1 avail­
sble to the BNF foT emergency food production progrft41s --
$2.5 million for corn and beans (olready utilized) and 
$1.5 million for rice to be utilized in the M~y~June pl£ntings. 
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C. PROGRAM JU$TIFICATION 

According to the Foreign Assistance Act of i973, A.I.D.'s 
Congressional mandate is to turn increasingly greater resources 
to attack the problems of food production and the welfare of 
the rural poor and to do so through programs that directly 
benefit this target poi:)ulation. As demonstrated in Section A 
(Hurricane FIFI - Eco~omic Consequences), the most eritical 
need facing Honduras at present is to provide an adequate 
supply of foodstuffs to its population, through domestic produc­
tion wherf! possible arid imports where necessary. Most seriously 
affected are the small farmers ~nd agricultural laborers whose 
means of subsistence have been oblitarated by FIFI and her 
aftermath. They generally have stocks of food or other assets 
inadequate to suppo?'t their families until new crops are 
hat'vested. Even worse, most do not have the resources now to 
put new crops into the ground. The provision of the means 
to recoup food production is the most direct type of assistance 
possible to help A.I.D.'s target beneficiary in Honduras. 

However critical to their• survival, assistance in food 
production is not the only determinant of their well-being in 
the futur~. Essential government services and housing are 
.also impo?'tant: health and educational services~ specifically 
directed to the rural sector, are the highest priority non­
agriculturc government services. 

Health ser"1ices were dis:rupted, but are being dealt with 
under the $5 million Ernergency Grant. 

Education is directly related to the well-being of the 
ta1•get population to the degree that the education provided 
is rel~vant to their life styles. for rura.1. schoolchildren, 
most of whom are destined to live as far·mers, primary education 
offers the only literacy training they will receive. In 
addition, a greater agricultur•e content in the curriculum 
than at present will serve to increase the usefulness of this 
education to the target man. Restoration of pre-existing 
primary school facilities is an essential step in this phase 
of Hondurau reconst1"uction of its agricultnral base. 
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SECTION II THt PROGRAM 

A. GOAL AND PURPOSES 

The Goal of the~ Proff:ram is the l"'ecovery 
of Honduras from the effects of Hurricane 
FIFI without interfering with the execution of the National 
Development Plan. This recovery will have taken place when 
the asset base arid earning power of the North Coast have been 
restored; when agricultural production and exports from the 
area have recovered to pre-FIFI volumes; and when essential 
Governmel':t sel"vices, including especially agricultural credit 
and assistance, education, and housing for the rural poor 
majority, have resumed. 

Th& Agriculture Production and Grain Marketing Projects, 
will focus on one crop cycle, and inasmuch as basic food 
productio~ is largely in the hands of small and medium size farmers. The 
benefit of this Loan will he directly felt by this 
group. In the intereat of maximizing the balance of 
payments support effect of~this financing, thereby dealing 
with one of the most lundamental economic effects of the 
Hurricane damage, Lo~n funds will be employed to finance wholly 
local-currency Projects. directed at key economic and social 
targets, which can be completed during 1975. 

The Purposes of the Program flow from each Project. 

The Agriculture Production Credit Project is intended 
to enable the BNF 1 currently facing a liquidity squeeze 
because of loan arrearages and defaults due ma.-:'.nly to crop 
destruct ion caused by the Hurricane , to pu_r sue a vigorow:: c red j t 
program in support of GOH agricu}.tural production goals in thi:: 
face of serious food shortages. 

The Crain Marketing Pt'oject wil1 augment the BNF' s 
capability to buy increased · volumes of basic grains at a pricE: 
attaactive to produce1;s, thereby stimulating further 
private production increases while enhancing the BNF's ability 
to control domestic fQod supplies and prices. 
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The farm credit and grain buying activi.ties will be national 
in scope. A considerable production effort is necessary to feed the 
country and build up depleted stocks. It would be imposstble to elicit 
the entire production required from the North Coast area. Indeed, ev0n 
were it possible, it would be inappropriate to try since H io importnnL 
that the country's zones of' production become more diversil'iNl glv"ll tlw 
North Coast's vulnerabilil.;y to periodic ruvnr,ing storms, umong which 
FIFI was one of the most destructive. Nevertheless, pr·iority will bP 
given to the hurricane-affected area in the ercd it, program to address 
the problems of its farmers and to assist directly in the economic 
recovery of the area. 

The Primary School Reconstruction Projec'.:. ts intended to restore 
the primary education system along the I~orth Coast, which serves 
approximately 50,000 students, over half of wbom are rural, with a 
curriculum increasingly oriented to'lrn.rd:;; agricultural production. 

The Rur&.l Shelter Heconstruction Project is intended to replace 
lost housing Rnd to lead the Government housing agency (INVA) into 
very low-cost rural housing, involving at the same time private agencies 
which are already experimenting in this range, and to establish a 
system of financing small value mortgages on a continuing basis. This 
activity will be also confined to the hurricane affected area. 
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1. Agricultu::_~l Produc1:._ion Credit 

a. Food: Sup2ly and ~e~~pft 

Over the past several years the ability of the agricultural sector 
to feed a growing population has been affected by disasters, both man­
made and natu:c>al. As shown in Table I, the index of peY" capita output 
has been sensitive to changing weathc~1· conditions and ?'P,lations with 
neighboring ccuntries. 

TABLE l 

HONDURAS 

Per Capita Food Production 
c1961-t'fs ~~~100 > -

1968 1969 1970 1971 1972 (Pr'eliminary) 

Food Production 119 113 111 119 117 

The brief war of 1969 adversely affected the production of food. 
Recovery was evident through 'the 1971 period when d.t•ought ser•iously af­
fected the production of basic foodstuffs. Product.ion fo.r :1972 was off 
and the decline continued through 1973. Recovery from the drought was 
underway and production for 1974 promised to retur•n to ear lier levels 
when Hur·ricane Fifi devastated the productive areas of the north coast. 

Losses from flood and wind damage were high and in many areas 
complete. Ninety per cent losses resulted in an ar•ea that has tradi­
tionally accounted for forty percent of agriculturul prod1J1::tion. The 
area is the major producer of bananas (for (?J<por·t) and platano, a 
major item in the diet of Honduras. J.ivestock losses (animals} dras­
tically reduced the capital stock of small and la1•ge farmer alike and 
reduced the supply of meat and milk reach.ing the market. 

In physical terms the loss of food production meant that there 
would be less food available for> internal consumption. The shortage 
would also drive prices highe1"' in an environment all•eady experienc inR 
the effects of worldwide food sho1 .. tages and rising costs. 
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b. Production Goals 

When the extent of the disaster became known the GOH moved quickly 
i~to a counter-offensive to replace the losses of basic foodstuffs. 
Teams were sent to unaff~cted areas to stimulate additional plantings 
of corn, rice, and beans in the second growing period. The Development 
Bank (DNF) increased credits in these areas to finance the additional 
production.Non-agricultural programs of the bank were cut back and 
additional funds were sought for immediate lending to basic grdin 
producers in outlying areas. In the highlands the harvest from the 
second crop is just begin:ling and • , 1.1 continue through January, while 
planting of ~he second crpp is und~.~ay in the Hurricane zone. 

It is no~ expected that this emergency effort will be sufficient. 
There were insufficient time and resources to replace the enormous 
losses experienced on the North Coast. Realizing this and the need for 
further extraordinary efforts to replace the lost production, the GOH 
has adopted an Operating Plan fr,r 1975. It calls for increased produc­
tion in all parts of the ~ountry with special emphasis on bringing the 
affected areas back into production. 

The Government plan relies heavily on the initiative of private 
producers in all areas of Honduras to respond ro the looming food 
shortage. In addition to these private efforts, the Government is plan­
ning an orchestrated effort to assist farmers in the affected areas to 
bring their laud back into production and stimulate additional produc­
tion from areas outside of the hurricane zon€. Table II gives the 
production goals for this program. 
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TABLE II 

GOH Production Goals for 1975 

Area 
( He'C't"a'res ) 

Corn 
Beans 
Rice 
Sorghum 
Sesame 
Platano 
Fruits 

Honey 

New Pasture 
Reno,_7ated 
Pasture 

Milk Production 
Calf crop 
Pork 

35,500 
9,100 
7,500 
3,000 
1,400 
6,952 
2,100 

13,944 

34,860 

Expected Pr<oduction (Metric Tons) 

106,500 
10,900 
17,800 

7,700 
1,900 

158,505 
35,500 

200 

24,637,865 liters 
70,500 
13,320 Kilos 

The requirements for implementing this program are discussed 
below. Special ~mphasis is given to credit and the ability of the 
National Develc..pment Bank to extend c!'edits for the program. 

c. Resources Requireme~ 

1. Credit. Credit needs for the program are given in Table III. 
These estimates pre only for the program directly affected by the 
Government and ar•e in addition to credit "normally" extended by the 
banking sysJ ~m to the agricultural sector. 
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TABLE III 

CREDIT REQUIREMENTS 

CROP 
AREA 

(Hectares) 

Corn 
Beans 
Rice 
Sorghum 
Sesame 
Platano 
Fruits 

Sub-Total 

Bee Culture 

35,500 
9,100 
7,500 
3,000 
1,400 
6,952 
2,700 

66,152 

CREDIT NEEDED 
(Per Hectare ($) 

153 
135 
216 
280 
160 
344 
200 

Cattle, Swine, Other Barnyard Animals 

TOTAL 

TOTAL CREDIT 
~.i:QU IRED ( $) 

5,431,500 
1,220,500 
1,620,000 

840,IJOO 
224,000 

2,391,488 
540,000 

12,275,488 

100,000 

4,500,000 

Within thEse overall requirements the Loan will 
finance substantially all of the targets for the four 
most impo~tant foods: corn, beans, rice, and platano. 
However, the ultimate use of Loan funds will be 
determined by the actual demand for credit within 
the above list of eligible crops. 

The effect of Hurricane Fifi on the BNF's overall 
portfolio has been Qescribed in Section I-B. 

The Bank's original credit program for 1974 was 
$40 million. {See following Table): 
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NATIONAL DEVELOPMENT BANK - CREDIT PROGRAM - JAN. 1974 

(by Activities - Thousands of Dollars) 

AGRICULTURE 

LIVESTOCK 

REFINANCES 

OTHER LOANS 

TOTAL 

19'/3 

16,280.9 

2,632.8 

2,632.8 

6,411.4 

3 5 ,118. 2 

Programmed 
1974 

18,600.0 

13,200.0 

902.7 

7,297.3 

40,000.0 

Even t.efore the disaster, this goal had to be 
reduced to $33.6 million because of insufficient 
resources. Subtraction of $4.6 million of hurricane­
related cash deficit reduced the Bank's capacity to 
grant new loans during 1974 to $29 million. Since 
new loans had already passed $30 million by the end 
of September, the Bank was placed in a positi0n wherein 
it could grant new credits during the remainder of 
1974 only when extraordinary resources were made avail­
able by the Central Bank. 

The A.I.D. Agriculture Sector Loan (025) contemplates 
the provision of $10 million to the BNF (including $4 
million of GOH funds) for lending to asentamientos, 
cooperatives, and other associations of small farmers 
over the next four years ($3,467,400 in 1975). These 
funds will replace part of the loss the BNF has in~urred 

in lending to these groups, but will not be available 
for lending to individual small farmers. 

Under the present circumstances, a higher volume 
of lending to these clients is most unlikely. The BNF, 
instead of being able to expand its outreach to the 
rural poor, would be forced to reduce its lending to 
the level 0f operations and income which prevailed in 
1973. Barring special relief as is proposed herein, 
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the reduction in lending which the Bank must undertake 
will be felt mo~t by th~ amallest, weakest customers, 
the target group of A. I, D. as,si'S·tance·. YurtlJe.rmore, 
the Agri·cultural De:vel1J~·me·nt Plan, de5'i-gned tQ stimv.late 
the p:rooduction and i'nteX'nal s·upply of foods, principally 
basic grains cannot ac~ieve i~s.goals for regional self­
sufficiency before 1980 ~nless production credit can 
be expan1ed. 

This project proposes to assign $9.5 million for 
production credits. Priority will be given to the 
production of basic foodstuffs which can be realized 
within 1275. 

2. Land. The area required to achieve the above goals 
is 66,152 hectares. This represents only an 11% increase 
over total cultivation for 1970-71, and much of the 
land brourht under cultivation through the program will 
be lands presently idle because of the hurricane. 
Shortage of suitable la"d will not be a problem. 

3. Machinery. Machinery from the private and public 
sector will be available for the program. It is not 
expected that all of the land included in the program 
will be cultivated using machinery, but as the vast 
majority of food production is done in Honduras without 
machinery this is not viewed as a serious constraint. 

4. Fertilizer and other agricultural chemicals. The 
total fertilizer requirement for the program is an 
estimated 11,278 metric tons. The Development Bank took 
advantage of the AID special programs for fertilizer 
purchases and ordered 2,500 metric tons of urea for 
delivery in January, 1975. This r~presents over twenty 
per cent of the total requirements of this program. 
The remainder will have to come from private importers 
and distributors. 

Other agricultura~ chemicals will also come from 
private sector sources. 

5. Improved Seed. The program calls for the use of 
improved seed for all cultivation. This is an un 
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realistic goal given past experience and present stocks. '('here upp<'nrn 
to be sufficient rice seed for the program nnd the GoverrunPnt, ln 
anticipation of plantill$ requirements for 1975, is contract1ng the pro­
duction of other improved seeds. However, it is expected that the 
best traditional seed will continue to be selected from available stocks 
and used for the program. 

d. Policy considerations 

1. Credit - The National Development Bank will grant credits for 
production of basic grains and other essential food crops which are 
included in the Plan of Operations under the following c9nditions: 

a. Credits will be granted as quickly as possible to any 
farmer who meets the small/medium producer criteria and 
who can sustain or increase his normal planting area. 

b. The fact that a producer is delinquent in loan repayments 
will not disqualify him for new credits except in those 
cases where a client who was able to pay did not do so in 
bad faith. 

c. Whenever possible, credits will be granted in the production 
areas through an active outreach program of the National 
Development Bank. To expedite this process, the BNF will 
eRtablish credit teams, adequately provided with transporta­
tion, lending authority and financial resources. Personnel 
in these teams will include Ministry of Natural Resources 
.personnel to provide technical backstopping to the BNF credit 
agents. 

d. Credit may be useJ to pay for labor, fertilizer, other pro­
d~ction inputs, barnyard animals, and for some farm inv2st­
mer1ts. To the extent practicable provision will be made for 
in--country supplies of improved seed, fertilizer, and other 
inputs. 

e. Wh~le it is expected that most of the credit will be used 
for individual small and medium size farmers, groups of 
farmers will also be eligible. 

f. The harvest to be produced will be the principal guarantee 
for these loans, but with the provision that the farmer will 
sell his crop to the BNF. The purpose of this provision is 
to assure the rarmer that he will receive at least the mini­
mum support price, that debts will be cancelled, and : 
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that the BNF will be able to purchase 
auf ficient grain to perform its function 
of price stabilization in basic grains. 

f. As the primary foc,is of ::he loan is 
production of foodotuffs for internal 
conaumpfion, the limitations placed on 
borrowers are mo~e liberal than those of 
the Sector Loan. Emphasis will still be 
given to small farmers who ~re the 
principal producers of basic grain in 
Honduras. To meet the recovery objec­
tives, ~owever, medium size farmers will 
participate in the pro~ram and the 
limiting criterion will be farm size, a 
maximum of fifty hectares. Loans to 
groups c:f farmers will be ma_de according 
to membership if eighty per cent of the member~ 
ship qualify as eligible producers. 

2. Marketing - The BNF will establish grain 
purchasing agents in a manner similar to the credit 
teams to expedite the purchase of the harvest. 

3. Technical Assistance - Will be provided by 
personnel of the Ministry of Natural Resources and the 
National Agrarian Institute. Complete information about 
the Ministry of Natural Resources can be found on pages 
149 to 154 of the Agriculture Sector Loan CAP 
(Supplement 2). The reorganization plan referred to 
therein goes into ~ffect on January 1, 1975. It has 
been operating on a transition basis in two regions 
during the last quarter ~f 1974. This decentralization 
of services into the production regions should make the 
Ministry outreach roore effective. Also, the additional 
resources being provided to the Ministry through the 
Agriculture Sector Loan and grant programs and the help 
being provided by the Inter-American Development Bank to 
the research programs of the Ministry should enable the 
Ministry to provide technical assistance services as 
planned. 
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e. Institutiona~ Anal1ais 

The BNF was established in 1950 with the basic objective of 
contributing to ecoaomic and social development by channeling 
resources into agricultural and industrial activities. Its 
major functions are to: 

a) Grant short, medium and long term loans to agriculture 
and industry. 

b) Regulate prices of basic grains by buying, storing and 
selling (including exclusive exporting). 

c) Import, export, buy and sell agricultural inputs. 

d) Promote and establish businesses related to agricultural 
development. 

e) Carry out production development programs. 

f) Carry out all normal banking operations. 

The BNF is the major credit sou~ce for agricultural activities. 
In 1972, it accounted for 54.3 per cent of total loans outstanding 
to the agricultural sector including 72.9 per cent of total loans 
outstanding for basic grains. 

In the case of new loans to the sector, the BNF accounted for 
28.8 per cent in 1972, including 64.9 per cent in the case of 
basic grains. 

The Bank carries out credit operations through 22 branches 
and agencies in addition to its central offices in Tegucigalpa. 
It also has 17 sales agencies located at strategic points throughout 
the country for the sale of agricultural inputs. Buying and storage 
cente1•s for basic grains are located at 16 points throughout 
the country, and terminal storage facilities are located in 
Tegucigalpa and San Pedro Sula. 

In 1973, the Credit and Operations Department and the Develop­
ment Department of the Bank had a total staff of 745, of which 
238 are executive, professional and technical staff, 158 are 
administrative, and 349 are service staff. 
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The Accounting Division maintains separate records for the 
Credit and Operations Department and the Development Department. 
Staffing ap~ears adequate fo~ expansion of BNr credit operations, 
especially in view of anticipated improved coordination with 
other institutions, and the implementation of the National 
Development Plan strategy of providing credit through group 
organizations and technical assistance through DESAGRO. As the 
Bank expands its loan portfolio to groups and reduces relative 
emphasis on individual small farmer loans, personnel requirements 
per loan will drop considerably. In 1973, the BNF made 
approximately 14,000 loans, of which nearly 12,000 were for less 
than 2,500 Lempiras ($1,250). Its administration costs on the 
small loans we1•e an estimated 27% of the amount of the loans, 
while in the case of 155 cooperative loans and 150 asentamiento 
loans, the administration costs were estimated at 0.26% and 11%, 
respectively. 

The comparative consolidated balance sheets and consolidated 
statements of income and expenditures of the BNF for the years 
1971, 1972, and 1973 are presented as Annex II, Exhibits A 
and B. The consolidated balance sheet 

for the period ended October 31, 1974 is .~presented 
in Annex II, Exhibit D. • The financial statements th~ough 1973 
have been audited by the Honduras Superintendant of Ban~s. 

By applying standard ratios to the financial statement balances 
it would appear that the BNF is in a healthy financial position. 
However by adjusting the financial statements to reflect a more 
conservative presentation of the financial position of the BNr, 
it becomes apparent that the Bank is experiencing a liquidity 
cr1s1s. The analysis of the loan portfolio (Annex II, Exhibit E .) 
discloses that at October 31, 1974, Lps. 37,991,000 in loans are 
delinquent or have been refinanced or extended. This represents 
35% of the value of th~ outstanding loans. By projecting that the 
approximately 38 million Lempiras will not be collected o~ rolled 
over within the next year, and then applying the standard current 
ratio (afte1~ adjusting the short-term liabilities for• savings 
deposits and time deposits), the i•atio is a very tight 1.6:1. 

More tangible evidence of BNF's cash problem is the fact 
that they are not meeting their cash reserve requirements as 
dictated by the Cen~ral Bank of Honduras. The Central Bank imposes 
a 28% reserve requirement on checking, savings, time deposit, and 
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bond accounts. As of Decellbel' 31, 1973, the BNF was short of 
the legal cash requil'ement by Lps. 1.8 million. By October 31, 
1974 this had been reduced to approximately Lps. 1.3 million. 

The liquidity problem cannot be rationalized as a short term 
situation that can be resolved by time or through short term 
credits. the problem ia directly attributable to the large balance 
in the loan portfolio that is slow in turning over or doubtful as 
to collectibility. 

Delinquenciea and exteaaions of delinquent credits represent 
1IOl'e than one-third of the BaDk'a entire loan portfolio •• of 
October 31, 197-. and total approxi1aately Lps. 38 million, which 
exceeds the equity capital of the BHF by Lps. 1 ... million. 
Annex. II, Exhibit F ~ ahon _u_.aged_aaalyaia of the BNF loan 
portfoliq bv branch offices~as of.October_31._1974. 

The Bank's delinquency problem has been a subject of concern 
for several years. Analyses were made by A.I.D. in 1971 and by 
the IDB in 1972. Additionally the BNF itself conducted an intensive 
review of their bad debt position, and in August, 1973 published a 
procedures manual that dealt specifically with the problem. Despite 
the assistar.ce from external sources and their own attempts to cope 
with the problem, the BHF continues to be plagued by a high 
delinquency ~ate in its loan portfolio. 

All development banks experience chronic problems in managing 
their loan portfolio due to the nature of their existence. The 
danger lies in promoting the development of new «nd expanded 
lending without placing an equal or possibly a heavier emphasis 
toward ensuring turnover liquidity by proper portfolio management. 
In the case of BNF, the Bank has for liquidity purposes decapitalized 
itself by allowing loan delinquencies to exceed its contributed 
capital. The GOH, by expanding the paid-in capital of the BHF 
for the amour.t of the proposed agricultural credit activity, will 
temporarily alleviate the BNF's cash problem and expand its ability 
to grant credits, but in order for the BNF to reach a level of 
self-sufficiency, a solution must be found to accelerate the 
rollover of the loan portfolio. 

An eff~ctive way to ensure the liquidation of production credits 
would be to require that farmers sell their crop to the BHF and 
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liquidate the debt from the proceeds of the sale. This procedure 
would also provide the 8NF with leverage in recoupi.,g prior 
delinquencies from farmers and of course would provide the BNr 
with a definite and me•aurable inventory of grain for its 
stabilization program. 

A condition to disbursement of the credit portion of the 
proposed loan will be that the BNF develop a standard production 
credit agreement that includes a provision for purchasing 
collateralized crop production at a pre-determined price or based on a 
prescribed price index, and a provision for the liquidation of 
delinquent credits from prior production loans. 

PUrsuant to Loan Agreement #3~9-SF-HO with the Interamerican 
Development Bank, the BNF has agreed to take the following actions 
and to adop~ the following policies to reduce the number and 
value of loans delinquent and in default: 

1. Reduce risk by improving investment planning. Technical 
assistance to borrowers by Ministry of Natural Resources technicians, 
an increase in BHF credit analyst and field staff, plus linkages 
to the BNF grain price stabilization programs should help to 
improve chances of borrower success and enhance his ability to 
rep-y loans. 

2. Technical personnel of the Bank should be aware of 
problems which are likely to affect clients and help the client 
to take corrective action while the problem is relatively 
small. 

3. Take action to reduce present delinquency or default: 

a) Establish a special credit supervisot'Y group to study 
each case and recommend action to Bank management. 

b) Operate publicity campaign. 

4. Compensate for uncollectible debts (more than one year 
in default), by establishing a reserve of 100% for loans in 
default with a fiduciary guarantee, 50% for loans in default with 
chattel mortage or crop lien, and 30% for loans in default with 
a real estate mortage. 
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Execution of thia policy will be accomplished over a four­
year peric.>d: 

1st year 

2nd year 

3rd year 

4th year 

Loans in default over 4 years 

By separate reporting, with its corresponding 
reserve, loans in default over 3 years at year 
end. 

I 

By separate reporting, with its corresponding 
reserve, loans in default over 2 years at year 
end. 

By separate reporting, with its corresponding 
reserve, loans in default over one year at year 
end. 

5. The goal is to reduce the level of loans delinquent, or 
in default over ninety days, not to exceed 17% on Decemb~r 31, 
1973; 15\ in December 1974; 13% in 1975; and 10% in 1976. To 
obtain these goals, the BNF will take corrective action or wr·ite 
off loans in accord with the analysis of each loan in default. 

By these means, the Bank is attempting to reduce the 
problem to the following levels: 

% 
Delinquent to Delinquent 90 

Y~ar 90 days days or more Total 

1973 3.4 17.0 20.4 
1974 3.4 15.0 18.4 
1975 3.4 13.0 16.4 
1976 3.4 10.0 13.4 

The result of this effort to a~te is as follows: 
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BNF Accounts Overdue 
($000) 

Portfolio Al'·~ears to Arrears over Arrearage 
Total 90 dals % 90 days % Total 

12-31-72 1'2,071' 954 2 6,625 16 7,579 
7-31-73 43,161 1,578 4 7,032 16 8,610 

12-31-73 48,794 1,389 3 7,465 15 8,954 
December, 1973 Target: -- 3.4 17 

10-31-74 54,700 1,785 3 9,692 17.7 11,477 
December, 1974 Target: -- 3.4 15 

October results are characteristically somewhat higher than 
the December final results, and the BNF expects to meet the closing 
1974 targets set by the IDB. Performance in 1975 will be adversely 
effected by the Hurricane, and the IDB i. 1iscussing a revision of 
the prograre accordingly. It appears, however, that the BNF is 
on a course which could correct this problem over the long term. 

f. Financial Analysis 

Loan Utilization by Crop 
{All Local Currency) 

CORN $ 5,000,000 
BEANS 1,000,000 
RICE 1,500,000 
PLATANO 2,000,000 ·s 9,500,000 

Credit recipients will use Loan funds to procure locally the 
produc~ion inputs needed for these crops and, depending on demand, for 
the other eligible crops listed in Table III of this Section. It 
is expected that the bulk of the Loan funds will drawn down for 
the first coz'll planting season, March through July. 

i 

18 
20 
18 
20.q 
21 
1~.q 



2. Grain Marketing 

The Government's policy is to increase the supply of 
basic foodstuffs for internal consumption. The production 
program described above will achieve this end. To complement 
the production program it .is important that the GOH be active 
in the purchase of grains during harvest times to increase the 
supply of grains during periods of traditional scarcity in 
order to diminish the expected inflationary effects of the 
disaster-caused shortages, 

Government participation in the grains market is carried 
out by the Grain Stabilization Program of the BNF. The fund 
has working capital from all sources of $4. 2 million: 

National Development Bank $ 1,700,000 
Central Bank of Honduras 500,000 
A.I.D. Loan (L-021) 2,000,000 (1) 

Total $ 4,200,000 (1) 

(1) less $100,000 for technical assistance 

$500,000 of the A.I.D. loan has not yet been disbursed, but 
the conditions to complete disbursement are expected to be 
met by Feb. 1, 1975. 

Prograrmned purchases by the BNF for 1975, using present 
guarantee prices,are: 

Corn 
Beans 
Rice 

Totals 

Quantity (M.T.) 
29,545 
11,364 

9,091 

50,000 

J>ilice Funds 
$ 99 $ 2,".:24,'355 

231 2,625,084 
170 1,545,470 

$ 7,095,509 

Total planned purchases represent appoximately eleven 
per cent of the expected production of these crops. This 
falls short of the recommended 15-18 per cent requirement for 
prices stabilization, but given the storage capacity of the 
BNF facilities (45~000 H.T.) and the management experience 
of the grain stabilization program, these programmed goals are 
considereci near the maximum feasible. 

It is apparent from above that available funds are over 
$3 million short of needs. This estimated shortfall does not 
take into consi<leration the possibility of higher grain prices 
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during 1975. This Loan will provide $3 million dollars 
to the grain stabilization fund for grain purchases during 
1975. Purchases will begin in January. 1975, buying the 
harvest of the emargency relief program mounted by the 
Government in the aftermath of the disaster. The largest 
p1111chases are expected to take place in August and September 
of 1975, when production from the main planting begins to 
flow ir.to the market. 
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3. Primary School R9ccnstru.ction 

a. The Reconstruction Plan 

At least 250 pri1nary school buildings were damaged or 
destroyed by Hurricane FIFI. A listing of individual schopls and 
the damages suffered follows as Annex II,Exhibit A 

The Ministry of Education and CARE have proposed a recon­
struction program based on the method employed in the CARE primary 
school construction pr-ogram over the past felf years, under which 
CARE would assume the primary responsibility for the reconstruc­
tion of ru1•al schools (about 200) and the Ministry's Office of 
School Const:ructiop would be responsible for the reconstructiora 
of urban schools (about 50). 

The new school year will commence throughout Honduras by 
February of 1975. In moat locations school will resume in make­
shift facilities. CARE proposes, in conjunction of the Ministry 
of Education, to ilDllediately embark upon the construction and 
reconstruction of the total number of school buildings that have been 
affected, with all reconstruction to be completed during 1975. 
The basic implementation plan is as follows: 

(i) A \fl'itten sub-contract will be signed between the 
Ministry of Public Education and CARE stipulating 
the points mentioned in this section and providing 
for the payment of CARE's managerial and operational 
costs. 

(ii) CARE will make available supervisors, each with 
experience in construction techniques and community 
development who can readily and immediately be assigned 
to the affected areas •. 

(iii) CARE has been engaged in the purchasing of construc­
tion materials for its ongoing programs for several 
ygars, and has an efficient procurement system. 
Desks and chairs will be purchased under contract 
from local suppliers. The Ministry will provide 
special classroom equipment (blackboards and the 
like) and didactic materials. 

(iv) CARE will maintain monthly inventory and accounting 
procedures. 

(v) In coordination with the Department of School 
Construction of the MOE, CARE plans to embody the 
concept of self-help utilized in previous and present 
programs. CARE supenrisors as well as Ministry of 
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Education personnel will help to form a special school 
committee in each a:fected area. The committee re­
presenting the community will be 1~esponsible for 
aiding in the constr•uction of the school by provid­
ing volunthl'Y labor as well as other tasks during 
the construc·ion/reconstruction period. At the 
same time that :onununity o~ganization is taking 
place, CARE personnel will survey other possible 
school sites, should the previous site prove in­
adequate or unacceptable, and would assure that other 
land chosen meets the legal qualifications for a 
school site. k1tere possible, the community will 
provide local materials sw"!h as rock, sand, and 
gravel. 

(vi) CARE will purchase the necessary construction 
materials for each site. 

(vii) Pick-up and transpoi•tation of materials will be 
coordinated by the H0E and CARE through the 
established school c:ommittee. 

(viii) A standard building plan, previously designed by 
the HOE and presently used in primary school 
construction, will be utilized fox- the total re­
construction of a sc:hool. MOE and CARE engineers 
and architects will jointly draw up designs where 
necessary for individual reconstruction projects. In 
order to assure corPect construction techniques, 
an experienced construction mastor (maestro) will 
be hired locally to direct the wo:r:>k. His contract 
will include a lump sum for the work to be performed. 
The maestl"O will a2.o be expected to coordinate the 
voluntary activitiea of the community members. Upon 
completion of the school buildings, an official 
agreement will be d1:--awn up . between the Ministry and 
each committee, stipulating the responsibilties 
(upkeep, repair etc.) of each part. 

NOTE: Teacher's quarters and latrines will be added when such 
facilities a~e not available in given communities. In selected 
cases, luTl'her and hand tools will be orovided to the communities 
to facilitate their construction of simple desks. 

In each area, the local Supervisor of Education uill l)e 
advised of th~ planned construction/re~Jnstruction of schools 
in his area so that the p~evious existing staff will not be 
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reduced. It is a requirement of the regulat• MOf.-CARJ:: school 
construction progra111 that the local ·Supervisor of Education 
must endor~e each const1'uction site and the number of class­
rooms and provide fil-,n assurances that sufficient school teachers 
will be provided for each classroom. This condition will also 
apply to the emergency reconstruction program. 

As a result of the recent Donor's Meeting in Honduras, it 
appears that contributions to this Project complementing the 
A.I.D. and CARE effort will be received by the Ministry from 
UNESCO and UNICEF. UNESCO will offer Technical Assistance and 
financing for teachers' scholarships. UNICEF' will provide 
agricultural training equipment -- simple farm implements and 
the like -- for use in the new curriculum. 

b. Ruralized Teacher Training 

During mid-1974 A.I.D. provided Grant funding to the Ministry 
of Education for $6,000 for training in basic agriculture for two 
groups of 40 teachers each of primary pilot schools. The 
training took 1 month for each group, and involved practical as 
well as theoretical training in the raising of pigs, chickens, 
vegetablen, fruits and agronomy and farm management. The daily 
schedule in"Zluded four hours of working in the fields and four 
at classrool'I study plus three hours of supervised study in the 
evenings. The purpose of the course was to improve the 
agricultural skills of the teachers so they could extend them­
selves out toward the commu~ity and assist the community with 
its ongoin~ agricultural problems. At present those teachers 
are working in pilot schools all over the country and utilizing 
their agricultural skills. Specific evaluation of their work 
since the tl."aining has not been received but the Ministry 
states that they have 3een excellent results of the program. 
An evaluation report is due soon. 

Present conditions as a result of Hurricane FIFI indicate 
a need for a rcemphasis on the various areas of agriculture 
previously mentioned. In addition to losing their schools, many 
communities lost their crops. !mprovew~nts in agriculture in 
the whole disaste1' area during this next year• is a theme 
throughout the "Plan de Emergencia del Sector Educacion" issued 
by the Ministry in November, 1974. In order to assist in this 
agricultural emphasis in the conununity as well as the new 
emphasis 0-..1 agriculture in primary schools, financing is re­
quested fo~ training 360 primary school teachers from the 
disaster a·.:-ea in basic agriculture at the Pan American School 
at Zamoran"). They would be trained in groups of 1~0. one group 
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a month for a nine month period. 
finance ~he $100 cost per student 
food and housing. Other costs -­
during training -- will be borne 

A.I.D. has been asked to 
or $36,000 in total including 
transportation and salaries 

by the Ministry. 

c. Institutional Capability 

(i) CARE 

Since 1966, CARE, in conjunction with the Ministry 
of Education has been building primary schools through 
the communities' self-help par~ticipation. Communities 
are selected by CARE field staff and the Ministry of 
Education's .supervisors on the basis of the 
communities' interest and ability to undertake a 
project. Once selected, CARE motivates the community 
to organize into a patronato (committee) and to 
provide their self-help input. Materials are 
immediately provided from the GOH-CARE stock and/or 
by purchasiqg on the local market. Supervision of the 
projects is'carried out by regular field visits by 
CARE and/or MOE supervisors. This established 
methodology has been proven by CARE. The following table 
shows classroom construction by year : 

Year ClasP-~oms Constructed Schools Constructed 
(Actual) (Actual) 

1965 17 8 
1966 19·1 BO 
1967 321 126 
1968 350 120 
1969 332 97 
1970 31.J7 83 
1971 302 80 
1972 IJOO 138 
1973 350 85 
1974 (9 months) 350 122 

2,966 -g:fg--

About 200 of these schools are in the disaater-af fected 
area. Many are being used as distribution centers for refugee 
feeding. Four hundred and twenty five new clas:,l'oom units will 
be built in 1971.J alone and over 2~000 classrooms are targeted 
for construction during the current plan period of five years. 

{ii) C~nstrucciones Escolares 

The Ministry of Education's Construction Office has 
tuilt 10 to 15 schools annually over the past few 
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years and bas the responsibility for maintenance of 
the national system. Their construction activity 
in 1973 included 15 sctools ($306,000) and maintenance 
of 55 schools ($87,500). New construction in 1974 
included 11 schools ($300,000); the maintenance report 
for 1974 is not available. In conjunction with the 
disbursement of A.I.D. Loan 522-L-017 (Secondary 
Education) the Maintenance Office budget has been 
increased, with $400,000 to be available for 1975. 

The Construcciones staff includes nine engineers as 
well as controller and administrative personn~l 
and appears capable of producing the designs for all 
schools to be rebuilt and supervising the urban 
construction. 

d. Financial Analysis 

Administrative Costa 
Classroom Equipment 
Textbooks! and Aids $ 
Reconstruction 
Teacher Training 
CARE Administration 

AID 

364,000 
1,000,000 

36,000 
100,000 

$1,500,000 

GOH 

$7!>,000 

$75,000 

These figures are based on Ministry of Education analyses, 
of the damage sustained by each school; their records of the 
original cost of the construction, equipment, and classroom 
supplies were lost; and an estimate of the replacement cost today. 
The CARE administrative charge is yet to be negotiated with 
the Ministry, and will reflect actual costs including personal 
services and vehicle operations. 
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4. Rural Shelter Reconstruction 

a. The Reconstruction Plan 

This Project is intended to (a) develop a capacity within 
INVA (National Housing Institute) to coordinate and execute 
rural sector shelter projects with private non-profit institu­
tions already working in .. the area; (b) strengthen the capac­
ity of the executing non-profit entities such as FUNHDESA-APH, 
FEHCOVIL, FACACH, and FESITRANH-AHACH to mount effective, self­
sustaining shelter pf'ograms in rur'll areas; and (c) to provide 
approximritely 2,400 units of permanent shelter to needy fomilies 
in the a~fected areas (Lean, Anuan, and Sula Valleys and the 
Island of Guanaja). 

Tile .tmmediate objective of the project is to construct 
2,400 units of wooden housing in the affected areas. The houses 
shall av~rage about $400 in cost to the consumer and shall be 
financed by 100% mor~gage loans at medium to long-term periods. 

INVA uill receive a grant from the GOH of $1 million in 
Lempiras to help it establish a rotating fund for rural housinf., 
and will enter into agreements with interested non-profit 
private sector institutions which have demonstrated experience 
in rural housing to ~elect, design, implement and service LCH 
projects in the affected areas. INVA will advance such funds 
as are needed by the executing agencies to purchase materials, 
construct modules, and deliver and assemble the same on se­
lected sites. IllVA shall be responsible for coor·dinating the 
activiti'9s related to this effort as may Le necessary with lNA, 
COHDEFOR, EliEE, SANAA, and other public sector institutions. 

b. Technical Analysis 

The Project as described above is deemed technically fea­
sible. At present COBDEFOR possesses a large inventory of non­
exportable "shorts":. and while it is not itself interested in 
building houses, it has designed an attractive, viable building 
system utilizing this otherwise useless lumber for shelter 
purposes, and at reasonable cost to the participating agencies. 
Both this system and others now in use or contemplated are 
simply designed and easy to deliver and assemble. 

The :ti ssion understands that the UUDP is considering 
funding 3 ·technical advisers to INVA in order to strengthen 
that organization's capacity to meet the challenge presented 
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by Fifi's aftermath. RHIDD/ROCAP, now located in Tegucigalpa, 
will be ~vailable to assist USAID/H in its monitoring respon­
sibilities for this Project. 

c. Institutional Ca2ability 

Since its creation in 1957, INVA has been responsible for 
building some 6,800 uni;s at a total cost of some $8.8 million. 
Until 1963.INVA had built only 3314 units, which quite probably 
reflects the scarcity of housing finance during that period. 
However in 1963 IDB made its first loan for $1,000,000 to INVA, 
which led to production during the next 3 years of <J97 units. 
A seconc~ IDB loan of U.S. $2,725,000 was made in 1966, and 
during 1969 and 1970 the Government made capital contributions 
to INVA totalling slightly more than $2.5 million, which helped 
to keep INVA production at more than 1,200 units per year. 
INVA production slumped thereafter, to the point where no units 
were completed and sold in 1973, although construction was 
taking place. However during the fir::.t seven months of 1974, 
1,244 units were completed, while another 530 are slated for 
completion prio1• to the end· of the year. It is generally ac­
cepted that this increase is due primarily to the new leader­
ship in INVA. The averag~ production during the past 7 years 
was 706 units per annum, or 4,942 units. 

INVA programs have served low income families. INV/.. 
urbanized 298 lots on the project "Colonia 21 de Octubre" at 
an average price of $334.00 during the middle of the 1960's. 
They also produced 3-bedroom units for an average of $2,052 
per unit ri.nd 2-bedroom units for $1,976, all in Tegucigalpa. 
During tne latter part of the Sixties units built with self­
help methods cost as low as $1,000, with monthly payments of 
$7.53 including insurance. This meant that families earning 
as little as $35.00 per month could afford such a unit. 

This self-help element has been an important factor in 
contributjng to the total number of units built by INVA, in 
that it permits INV/\ to build more units ·with a given amount 
of financing. Of the 4,352 units built with IJB financin~ (up 
to the year 1973), 2,614 were built under the self-help plan, 
while the remaining units were built under direct contract 
with private builders. For a typical low cost, self-heln unit, 
labor costs are only 17% of total construction costs, which i~ 
about 1/2 of the normal cost of labor in direct contrAct 
projects. 
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There are a number of private institutions in the Honduran private 
sector which have had experience in housing, althoup;h their record is 
mixed and their target group varies from upper to low income families. 
Two institutions have concentrated their efforts in the low cost housing 
area "Asociacion Pro Desarrollo Humano" and the Federation of Credit 
Unions of Honduras (FACACH). 

Asociacion Pro Desarrollo Humano is one of 6 service organizations 
which form t!le Council fol' Development Coordination (CONCORDE). rormed 
in i967, it has to ddte completed two projects (200 units) whose unit 
cost averages about $750 including attributed "sweat equity". A further 
two p::::-ojects totaling 100 similarly priced units is presently underway. 
Funding for the above comes from a mix of overseas grants and locally 
raised capital. The OI'ganization is anxious to begin housing projects 
on a large scale and has requested financing from CARE! and technical 
assistance from AID. The greatest problems it faces have to do with 
post-occupancy project management and collection procedures. Despite 
these shortcomings, ver!J inexpensive, reasonably attractive shelter is 
being provided which incorporates a good measure of community partici­
pation in the building process. The construction technique utilized 
is a primitive wooden frame modular constru.~tion system which has found 
wide local acceptance and has been manuf actl; red and sold in large num­
ber (modules) to Nicaragu,:1 in connection with Managua earthquake relief 
efforts. 

FACACH has taken two experimental initiatives in semi-urban housing 
on a very limited scale. Two of fACACH's 110 member credit unions 
have sponsored the construction of 10-unit projects, with funding from 
FACACH's general fund at typical 1% per month interest rates over a 10-
year period, uith an average unit price of $750. In each case, the 
projects turned out to be less than successful due mainly to the lack 
of orientation FACACH was able to provide its affiliates in the housinr, 
area, especially in post-occupancy management. Aside from these two 
experiences, 10% of FACACH's re-lending portfolio (and it is thourl-it 
that this holds true for the entire credit union movement) ~oes for 
home imp~ovemcnt loans. fACACH is rilso a member of the CONCORD.L group, 
and some consi~eration is being given to the possibility of unifyjng 
its efforts to those of ASOCIACION PRO DESARROLLO HUMAr:o 's with CA!~EI 
financinr. in order to provide each with greater outreach and effec".::iv,_ · 
ness. 

The Honduran Cooperative Housing redera"'::'ion (fCHCOVJl,) has been 
active in the development of middle income housing. fEilCOVIi. is an 
institution assisted at its inception and nurtured to maturity through 
1\ID's initiativ1?. Begun in 1963, its first projects came about a:; a 



result of an AID concessional housing loan whose administration has 
since been passed to FEHCOVIL. The interest spread from this loan 
and rollovers will provide substantial operating income for FEHCOVII, 
into the foreseeable future. To date 688 units have been completed in 
4 main projects located in Tegucigalpa, San Pedro Sula and La Ceiba. 

Financing for two of the above was provided by the AID loan, 
another was funded by CABE!, while the fourth and largest was financed 
by an AID housing guaranty. Unlike many cooperative technical service 
organizations, fLHCOVIL is governed by a Board of Directors elected 
from among the residents of the above four cooperatives which lends a 
touch of corrmunity paI'ticipation to the design of new programs and 
institutional management and planning. In the immediate future 
FEHCOVIL is nearing completion of the design of two other guaranty 
projects and has solicited from CABE! a large line of credit for low 
cost housing projects outside of Tegucigalpa. 

FEHCOVIL signed a contI'act with the National Agrarian Institute 
(INA) to provide the latter with technical assistance in the develop­
ment ~f low cost rural cooperative housing projects. In addition, a 
loan arrangement has recently been concluded with CARE/HONDURAS where­
by CARE will lend FEHCOVIL at favorable rates $50,000 per annum over 
a 3-year period to construct approximately 150 semi-urban units out­
side Tegucigalpa. 

Two uni~ns have demonstrated interest in housinr, which has been 
translated into concrete achievements: (1) FEDERACIOH DE SINDICATOS 
DE TRABAJADORES DEL NORTE DE HONDURAS ( FESITRAHH); ( 2) SUIDICATO DI: 
TRABAJADORES DE LA TELA RhILROAD COMPANY (SITRATERCO). Betwee:n the 
two, approximately 1,600 units have been built in the ~.arger northern 
urban centers,but mainly in San Pedro Sula. Funding for these projects 
has come fror.1 IDB and AIFLD sources. In general, the project and 
unit design would have to be characterized as lower middle income. 
Post-occupancy management and collection problems are being experienced 
by the sponsoring union&. 

d. Policy Considerations 

(i) National Policy 

The current national housinr, policy is expressed in two 
documents and a series of related actions taken by the 
Government of Honduras since the first of this year. 
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The two documents are the Chief of State's 1974 New Year's 
speech, made over national radio and shortly thereafter dis­
tributed in print; and the National Development Plan, drafted 
early this yeat' and now in the process of review and approval 
by 'the Council of State. In his New Year's speech the Ch ·".ef 
of State said "housing projects will coinplement the agricul­
tural and industrial sectors. For that reason, the housing 
problem will be tackled in both the rural and urban areas. 
Rural housing pl'Ojects will be 
oriented toward the new rural settlements developed throueh 
the agrarian reform progra.n". The overall policies clearly 
distinguish between urban and rural housing, with more emphasis 
in rural .-:?.reas than in the past. In this sense rural housinr, 
will be complementary to the agrarian i"eform programs in that 
projects should be located in new rural settlements. Local 
construction materials and aided self-help housing methods 
should be utilized. !UVA will continue to be the main imple­
menting agency for both urban and rural housing in the public 
sector. Sources of financing should be predominantly local. 
Mechanisms, such as the Financiera Uacional de Vivienda, are 
being created to attract more private capital for investment 
in tousing. Since local sources of housing finance are not 
sufficient, foreign loans will be solicited to the degree 
necessary to cover the short-fall in local funds. 

{ii) The !lational Housing Plan: 

The national Housing Plan for 197lJ-1978 has not vet Leen rip­
prove<l. In its present form, however, a total of !Ion~ 1?,uon 
urhan units have been pror:ram:ied for con!itructinn ov1·r thn ~; 

year !'eriorl. i!ost of the units will he devclo::1e'1 ~·:· J: 1:'.r;~ ·.·1 it;1 
some 2,000 units as the responsibility of local govcrnr.ients. 

Rural housing will be built preferably in new settlements 
under three types of programs: Permanent Housing, Provisional 
Housing for New Settlers, and ik 1Jsing Improvement. :\bout 70% 
of the units will be for housin[. improvement, while the rest 
wil]. be permanent or provisional housing, lS~o each. Total 
units to be improved and built in rural areas during 197z,_ 
1978 will be about 70,000. 

Investment goals in the plan show that even though most of t:~e 
units in the plan will be in rural areas, most of investment 
will take place in urban areas. In fact, about 2/3rds of the 
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financial investment will be in urban areas built by 
INVA. 

e. Financial Considerations 

This $1,000,000 portion of the Loan ·~ill finance locally provided 
materials and construction coats for approximately 2,400 houses costing 
the buyer about $400 each. {A typi.cal drawing as-built follows in Annex 
II, Exhibit G~ It will also finance $40,000 of technical assistance. 

The costs of land and construction supervision will be borne by the 
GOH, with INVA and the participating private institutions sharing the 
supervisory responsibility. 

The long-term objective of the program is the formation of a rotating 
fund to be administered by INVA, whose rollover will provide for program 
replicabil1ty. To this end, the units will be amortized at terms which 
buyers will be able to afford with a minimal subsidy. Mortgage loans 
will be made for terms of not less than 10 nor more than 25 years, 
bearing an annual interest rate of not less than 8%. In certain cases 
it may be necessary to concede grace periods prior to the first repay­
ment. In others, amortization schedules linked to harvest cycles may be 
necessary. In yet others, repayment schedules utilizing variable payment 

~, formulas will be required. Combinations involving some or all of the 
above may also be employed as the situation warrants. 

f. Technical Assistance 

Technic~l assistance will be provided to INVA for planning and 
policy specific to the A.I.D. financa:leffort. One advisor for eight 
months and four months of short-term adviae are planned for a total of 
$40,000. 
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C. FINANCIAJ, ANALYSIS 

1. Program Summary 

The Loa~ will finance substantially all the cash costs of four 
Projects: Agricultural Production Credit, $9,500,000; Grain Marketing, 
$3,000,000; Primary School Reconstruction, $1,500,000; and Rural Shelter 
Reconstructio~, $1,000,000. Government contributions to these Projects 
will include the administrative services of the BNF, the agricultural 
extension se~vices of the Ministry of Natural Resources, technical 
services of the Ministry of Education's Office of School Construction 
and Maintenance, the costs of any new school sites which must be 
purchased, and the administrative costs of INVA. It is expected that 
all procurement will be carried out in local markets, and the Loan will 
be wholly disbursed in Lempiras. 

2. Alternative Sources of Financing 

As a program requiring unusually rapid preparation, authorization, 
and execution, this financing does not appear appropriate for any 
international agency except AID at this time. In the light of the 
recent Donors' Meeting in Honduras, however, this Program is a logical 
and necessary interim step while the other agencies prepare their longer­
range development projects. As a wholly local-currency program, this 
financing is not eligible for EXIM consideration. 

3. GOH Debt Repay~ent Capacjty 

The Borrower will be the Government of Honduras. Given the low 
levels of Government incurred international debt, contracted on fairly 
soft terms, the amount of foreign exchange going to service outstandinr, 
debt is quite low as a percentar.e of exports. Table IV-2 shows that 
Honduras has the lowest debt service ratio (debt service to foreign ex­
change earnings) in Central America. 



1965 
1966 
1967 
1968 
1969 
1970 
1971 
1972 
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TABLE IV-2 

CENTRAL AMERICAN DEBT SERVICE RATIOS: 1972 

(Per cent) 

Guatemala 
Nicaragua 
Costa Rica 
El ~alvador 
Honduras 

SOURCE: IBRD Data 

10.5 
10.l 
10.0 

lf .O 
3.4 

HONDURAN DEBT SERVICE RATIO: 1965-72 

Debt Service 
($ Millions) 

3.3 
3.4 
3.5 
3.4 
4.3 
5.6 
7.0 
7.9 

Exports Debt Service Ratio 
($ Millions) (Per cent) 

138.6 2.4 
157.4 2.2 
170.6 2.1 
196.7 1.7 
186.7 2.3 
196.5 2.8 
215.6 3.2 
230.6 3.4 

SOURCES: 1965-72: IBRD Data 

Central Bank estimates show a substantially higher debt service 
ratio over the recent past: 
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1971 
1972 
1973 
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Debt Sel'vice 
($ Millions) 

10.9 
13.5 
16.8 
26.7 

Exports 
($ Millions) 

198.9 
217.2 
235.4 
288.6 

Source: Informe Economico 1973, pp 54 and 60. 

Ratio 
(%) 

5.5 
6.2 
7.1 
9.3 

At this time we ao not have sufficient information on the method­
ology used by the IBRD to reconcile the discrepancy. We suspect, how­
ever, that Cdntral Bank figures may include some capital flight rather 
than just servicing of contractual external debt. We also suspect that 
the IBRD data are incomplete. The important fact that shows through in 
both sets of figures is that Honduran debt servicing had been taking an 
increasing share of foreign exchange earnings in the 1970-73 period. 

The amount of foreign esohange needed for debt service will un­
doubtedly increase sharply dUl'ing the next ten years as grace periods 
on international loans contracted to finance the 1965-1969 Development 
Plan terminate and as interest payments on external f inancin~ for the 
1975-1979 Development Plan begin. 

The Planning Council has prepared a projection of debt servicing 
on the basis of full implementation of projects already in execution 
or pending signature. It does not include projects being negotiated 
or prepared for presentation. The projection paints a picture which 
is relatively dark in terms of Honduran experience to date with its 
foreign debt, and augers an even more difficult time in meeting interest 
and amortization of the external financing foreseen in the Plan for 
projects being negotiated or prepared for presentation. The projection 
is as follows: 

Debt Service Exports Ratio 
($ Millions) ($ Millions) (%) 

1974 40.0 295.2 13.5 
1975 49.7 286.5 17.4 
1976 64.5 366.9 17.6 
1977 74.7 lt-27. 7 17.5 
1978 87.4 474.7 18.4 
1979 98.7 522.5 18.9 

Source: See Supplement 1, p. 33. 
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To the extent that further financing becomes available and is uti-
lized actual debt servicing will be greater than projected above. 
The Mission notes at the same time that two factors not reflected above 
will ameliorate the debt servicing ratio: first, export projections 
could be se~iously understated if major export projects, especially the 
pulp and paper and hydroelectric power projects, come on stream as a 
result of foreign financing to be contracted; second, while debt 
servicing obligations are not adjusted to account for inflation, increases 
in export prices, and therefore foreign exchange receipts, will decrease 
the relative burden of debt servicing. 

Despite the above factors, it .is clear that there will be a sub­
stantial increase in the actual value of foreign exchange earnings 
dedicated to meeting debt repayment obligations. The GOH is fully aware 
of this and recognizes it to be one of the costs of externally-financed 
development. Indeed, this is one of the main reinforcing arguments it 
is using to stress the need for greater reliance in the future on 
internal financin6 of the national development effort. 
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II~. Loan Administration 

A. Implementation Plan 

. The Loan is designed to be fulJy implemented 
during 1975. The Mission's plan is ~o establish the 
Terminal Commitment Date in September and the Terminal 
Disbursement Date at the end of the year. Although 
the Project will be completed at the end of the twelfth 
month the Mission estimates that an additional 90 days 
will be required to submit final vouchers etc. and 
process payment. 

B. U~AID Monitoring Responsibilities 

The Agriculture Production and Grain Marketing 
Project, will be nonitored ny the Rural Development 
Division (RD). RD is currently monitoring two loans: 
Agriculture Credit and Storagr (018) and Grain Marketing 
(021). Loan 018 is expected to be completely disbursed 
by the end of CY1974. Under the Marketing Loan the BNF 
is moving to fulfill the Conditions to disbursement of 
the $500,000 loan balance. Two new loans - National 
Cadaster and Agriculture Sector - have been negotiated 
and will be signed before December 31, 1974. The 
National Cadaster project provides for contractor tech­
nical assistance to advise the Honduran administrator 
on the ?roject. A PASA technician will also be provided 
to assist with monitoring activities. In addition, RD 
will be monitoring two grant projects: CORE Services 
and Agricultural Cooperati?es (to be proposed). The 
present direct-hire staff is considered sufficient to 
monitor these two Projects and the Sector Loan. 

Th& Multi-Sector Division (MS) will monitor the 
Primary School Demonstration Project. At present MS 
is monitoring the Secondary Education (017) and EDUCREDIT0 
(020) loans. The Secondary Education Loan Terminal 
Date& have been extended to permit completion of 
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construction and final procurement of educational 
materials. With project monitoring increasingly 
an Engineering Office responsibility, correspondingly 
less MS time will be required during 1975. The 
EDUCREDITO Loan has been progressing smoothly for 
some time and therefore does not call for much MS time. 
On the g~ant side MS is monitoring the Export Promotion 
Project, the Maternal Child Health Project, and the 
Emergen~y Relief Grant. The Export Promotion Project 
is drawing to a close. A new PROP will be submitted 
shortly extending and revising the Project. The Program 
Office will be providing assistance in writing the PROP. 
Until the new PROP is approved only a small amount of 
monitoring will be required for the Project. The 
Maternal Child Health Project has a direct hire assigned 
for administration and monitoring responsibilities. 

The Rural Shelter Reconstruction Project will be 
monitored by the Mission Housing Officer (and Controller}, 
with the assistance of the Mission Engineer and the 
RHIDD/ROCAP Office, now stationed in Tegucigalpa. 

C. Procurement and Disbursement 

Procurement from Code 941 and the CACM countries 
will be authorized consistent with AID Capital Projects 
Guidelines, and will be carried out by the various GOH 
offices r.harged with the execution of the program. The 
financing of credit operations will be carried out in 
compliance with the Guidelines concerning intermediate 
credit institutions. 

D. Evaluation 

Due to the nature of this Loan and the need to 
disburse it rapidly evaluation will center on imple­
mentation progress of the four Sub-Projects and 
identifying problem areas. The Mission will conduct a 
preliminary review of progress around March 1. At that 
time careful scrutiny will be given to the various 
working relationships (CARE-Ministry of Education, 
INVA-Private agencies, Ministry of Education-Zamorano) 
required to carry ~ut the ~oan. If friction occurs 
between pair~ of organizations _there is a good chance 
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a bottleneck to disbursement will occur. Therefore, 
the Mission will be interested in knowing if each of 
the parties under$tands and cooperates with its counter­
part. At the 3ame time the Mission will look at the 
BNF to determine if it has sufficient capacity in terms 
of manpowe~: (a) for processing the requisite number 
of sub-loans, including collections; and (b) purchasing 
the increased amount of grains. A cursory review of 
the objectively verifiable indicators at the purpose 
and output levels {see the Logical Framework, Annex 
II, Exhibit ff ) will be made; however, because of the 
evaluation timing very little progress can be expected 
beyond the attainment of operational efficiency. 

Prior to July a second evaluation will be carried 
out. At this time the Mission will look closely at the 
verifiable indicators found at both the output and 
purpose levels. By July l, the following should have 
occurred: 

(a) 40,000 hectares of corn, rice, beans and 
other crops planted; 

(b) food price. incredses less than projected; 

(c) 1iooo quintales of corn, rice and beans 
purchased by the BNF; 

(d) ~000 farms assisted; 

(e) construction started and/or completed on 
1500 homes (agreements should ~ave been signed between 
INVA and µrivate agencies to construct the remaining 
units); 

(f) repair work completed on 75% of all schools 
identified for repair; 

' (g) construction began and or completed on at 
least 60% of the schools programmed for this activity 
(communities should be organizing for construction or 
repair of the remaining schools); 

(h) 200 teachers trained; 

(i) 50% of all textbooks, classroom equl~ment and 
audovisual aids in place (all purchase orders for the 
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balance required should be placed by this time). 

The harvest from the first crop cycle does not 
begin until late August; therefore crop production 
figures·will not be available for'this evaluation. 

An End of Project evaluation will be carried out 
prior to January 31, 1976. At that time progress at 
the Goal level as well as Output and Purpose levels 
will be reviewed. Continued monitoring of Portions 
of this Program will be carried out under various other 
new and ongoing projects. Review of the Agriculture 
Production Credit Project will occur during evaluation 
of the Agriculture Sector Loan (025). The Grain 
Marketing Project will be reviewed during the Grain 
Marketing Loan's evaluation (021). Evaluation of the 
Rural Shelter Recoqstruction Project will be incorporated 
in the Savings and Loan (023) review. 
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(Letter, Ministry of Finance to A.I.D.) December 12, 1974. 

Pursuant to our discussion of the economic and 
social effects of Hurricane "Fifi", and in particula1' of 
the effects which will be felt most strongly by Honduras 
during 1975 and for which immediate remedies must be 
found, including in particular the balance of payments 
crisis which we will face, the loss in basic food pro­
duction and rural incomes, and the destruction of large 
numbers of schools and homes serving the largely rural 
and economically disadvantaged population of the North 
Coast, in the name of the Republic of Honduras I hereby 
formally request a Loan from the Agency for International 
Development of up to $15,000,000 on your most favorable 
terms to finance the Lempira costs of a good production 
credit program for small farmers and the marketing of 
basic grains ($12,500,000); the Lempira costs of a program 
of reconstruction of the damaged and destroyed primary 
school system ($1,500,000); and the Lempira costs of a 
low-cost housing program for the campesino ($1,000,000}. 

To make your financing effective during the period 
of greatest need, as well as to maximize the balance of 
payments support effect of your financing, all of these 
Projects will be completed during 1975. 

In regard to counterpart, it appears that within 
the context of Emergency Reconstruction during 1975 the 
efforts we have made and propose comply with the intent 
of your legislation concerning host country contributions 
to projects. 

The national loss of assets due to Hurricane damage 
has been compounded by a severe drop in Government 
revenues. Despite this drop, however, we have taken ~ 
number of self-help steps in the context of Emergency 
Reconstruction, including the diversion of National Budg~t 
funds to emergency r.eeds, such as a special National 
Budget allocation of Lempiras 835.000 to the Ministry of 
Natural Resources for agricultural activities in the 
Emergency Plan for Ptoduction of Basic Grains, and a 
special C~ntral Bank aporte to the BNF of Lempiras 
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5,000,000 for production credits in the Hurricane Zone 
for the planting of the postrera, which is now nearly 
complete. At present w~ are preparing to take certain 
f~scal actions to incr~ase Government revenues, and are 
itensifying our efforts to eliminate unnecessary 
expenses and control inflation, which is being felt most 
strongly by the lo~er economic classes and those most 
hurt by the Hurricane. Furthermore we intend to comply 
with our counterpart commitment to your Loan 522-T-025, 
for $12,000,000, against which we have committed over 
$8,000,000, including approximately $4,275,000 to be 
disburs~d during 1975 against a Loan drawdown of approxi­
mately $3,845,000, and proceed with the balance of our 
5-year development plan as we~l. 
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CERTIFICATION PURSUANT TO SECTION 611 (e) or ~HE 
FOREIGN ASSISTANCE ACT or 1961, AS AMENDED 

I, Frank B. Kimball, the principal officer of the 
Agency for International Development in Honduras, having 
taken into account, among other things, the maintenance 
and utilization of projects in Honduras previously 
financed or assisted oy the United States, do hereby 
certify that in my judgement, the Government of Honduras 
has both the financial and human resource capabilities 
to effectively maintain and utilize the Capital Assist­
ance Project entitled Honduras: Hurricane - Rural 
Reconstruction. 

This judgement is further based upon: 

1. The performance to date of the Government of 
Honduras in meeting the needs created by the emergency 
as shown by its feeding and temporary housing programs, 
its initiative in repairing roads, and its organization 
of an emergency lending program for farmers through the 
BNF. 

2. The Government's declared interest in carrying 
out the ·~construction effort as evidenced by its 
attempts to mobilize financing from various free world 
sources, commitment to self-help based on reform of its 
monetary and fiscal policies, and its avowed intention 
of continuing simultaneous reconstruction and develop­
ment progr-ams. 

Mission Director 

December 13, 1974 
Date 
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lr lht• r~1:~n·hn:ul m:'lq~in, {err c;:ich ilt~m. \Jl"ih: .m:.v1·1· 111, ·•·· "'M'f"Prt·· 
uh:, n :.u1.n:n!' of ru111i\'l•d c!i;1cu~:li«-n. /,r, 1h:,·l•:u.;.~ry, 1 •· r',.,·t·:•: 1 . '.1· 
:>~·cl i<m\n) .. ,r I htt c~'Ph n l t\ucJinlamaw, 11011l!t, Vl: c•t.h~·r t 1'·~'"" l ') ><t•:H i · 
fic•i tmri uv.:illabl•.! docn.w.:nt., in \~bid1 the 1.1:ll~lcr is im.~l.1.:t' "''~•<::!..:>""· 
Thh ft•Hl r.u\)' be m11dc u 1mi•t of the Co&•ilftl i\nshtr.n·~t: f U)'\.!; .• 
•t 

'l'hl' fol l uw int; ohb1·cv int ions are ur.cd: 

FM •· Fon·.lt:;t• AssbHmca Act of 1961 1 n~ amcnd<:d. 

FAA, 197.l •· 1-'orcit;n A:rnl.ntnncu Act of 1973. 

App. - Porc!1;n '1.'Jnl:;tnncc and Rcla.lcd Progrnll\S 
Appn.1>riati on Act, 1974. 

Hf-!,\ • Hc1·chant Hari.nc l\ct of 1936, o:. runcmded. 

tt.~\S!C ~ 1!'!!!".:•:'l'!'I' --- ... ........., 

a. for ns~lculturc, rural de•2lopmcnt 
or nut r 1t i 01:; 

h. ,,,.. r c•pulnt.fon 1>lennin& 01· hcnl th; 

c. 101· <:dm-.ltfuu. puhlJ.c :1dminiscn.tion, 
tlr hm1111~1 n·,:oioul"rc:o devi:l\)('IJ\l'nt; 

l. This Loan .is bcinr. m:ide for agricul tur;.l 
and rural dcvelopi.mut hut will have a 
posltive iil":j1;;lCt on education and hmr:;.m 
resources dcvclopm~nt 



,. 

d. i..u ::obt.• {'Conomlc 11nd !h•tlnl «h.:vt'lop-
1kot pruhl~n~ tn [lc1ds •uch 0$ lrn"nporla­
Uon, t•u\lc:i·, imtuut'l·y, urb:\n development, 
1.mJ C:AJ>Ol t d,wd Ollfl'•t:l\t. 

c. in :m11po1·t of t:hc r.enurul economy nf 
l"hr. rccipicmt <·ountry or {'or dcvclop .. ucnt 
pro(\rml\s co1;duclcd by prival~ or intcrnn­
tioru:.l oq;anit.ntionu. 

2. ~ 201 (b) cs>, o> ' @}; :1 2o:i 

A. DePcribc extent to which count1·y in: 

~l) Hak\n1~ oppropriut • efforts to 
1 ncn:nse food production and impl"ov,? 
1nt:!nr1s for food storage nnd dhtribu­
Uon. 

(2) Cn:n l i n1: :. f t\V.:>n1h i c d lln:.1 h~ 
(pr L.in·i t:n anc; d<'it1:•:1a: i c pri vntc 
lmlc•-prlsc nnd ln11ctctl'l'k?nt. 

()) ~nctt~;lsing the public's ruic in 
the d~v~--lop:r.cntal pr-oc,•:;:-. 

Amn:x 1 
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(l) The Govcrmn<:nl <>f llondu1~.1~• IM~; 

plncod c. :aronr. mus·ln~;i:; on in•;r'•·.•!- f w: 
foocl p1•0:1uct hin, .uul prov .id i a;~ c· 111 ;,,,.,,.% 
facH.iti•··: for• it~ :.t,,,~.-w.' .mil 
fiintr•il.ution. An on-r.oi]lf. <'OM:•1·.-f·,·i.: iv• 
annly:ds of the m·.1·i,·ultm• • .i 1H·d,T \M:. 

i nit fo l nd dUJ• i ng l"f )'J'/2. A) l l hi.! 
intcrn.ltional ar,..mcit•!i involvPd .iu 
Hondu1•an economjc dtweJoprnvnt .u''! 
contribut inr, throur,h v.wious pr0;:r•lrr3 
to tho p,oals of incrcilseJ food 
product.ion and irnprovcd food distributfo: 

(2) tlondurc1s .is strivinr, to creat<· i.I 

favorable climate for fol'c.ir,n and 
domestic private enterprise. The GOH 
has an export prorr.ot.ion dcpartinenf in 
the Hinistry of tconorny. This 
department provides as:;fotance to 
domestic firms entt!ring intcrnatfrm-.Jl 
markets and foreir.n cor.ioanfos wishir.~ 
to invest in Honduras, Firms can of,.-
tain lo~ns from several ~ourccs 
.inr.lu1Jin~ the Gow•Y'n,.,r•1t-- cwn"'.ti 
Nc.ational Dcvelopt:lf!nt Hank and th'° 
Ccntt>al American Uank for I.::cor1or..; <: 

Inter.ration. 

(3) llonduras is <1ctivjly cnconr.11•.rsw 
the partir.ipation of .itn ciliz.cu:; iH 
the dcvcloprn~nt pror.cs:;. The c>;ptwl 
promotion dcpartm~nt, 1•rcviom:ly 
mentioned, assists private busine::;:;rum 
to develop the country's industri&l 
base. The GOii is working with various 
grant and loan pror,rdms desiencd to 
strenr.thcn private institutions. 
includinr, coops. Jn addition,, the> 
GOii 's currently developing prog1·.:ur,3 
which will draw into the nation's 
economic mainstream the Pural 
populace which accounts for ·10'{. o! 
country's total population. 
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(·~) (n) /\lloi::::-1.i:•t;' .wt.:U.r.hh· bu1lr.~­

tnry :rc~ou;;-\~ca \;IJ Juvr.J.op::rnnt. 

(h) Div~rcinL ~uch r~oouTcc~ for 
tum1;cea~na.·y tdl i.tnry cxpc1-.1:ituL'C 
(Sc.::: v.lt\o ltt!la tlo. 20) nnd l nt t!t·­
Ve!ltion in v.f fni rs of other [1·ce 
and inclt•pendcmt untions.) (Sec 
dso Item Ho. 11). 

(~) Haking cconom1c, r.ocial,and 
po\iticnl ;:t:fot'1nS :i1ur.h as tax col lee·· 
tion imrn ovemenu and "hanges in land 
tenure e•·r::mge1nents, und 111.!!king pro­
g-.:es~ l:(..W,":.l"o rc3pcc.: foe the rulC! of 
law, frccc1olll of cxprc:ision and of the 
p.rcss, ui~d rt~cogni zing the importnnc;e 
of individual freef!ora, initiative, 
and ?rivctc ·c~terprisc. 

(6) Wll li nr, to contribute funds to 
th~ pro jccl or. l>'LOfSCnm. 

en Ol h·~T\.'i!'H! respolldin1~ to the 
vitnl C\'\l:lomic, P"li l·ical, and 
:;oci.nl coaccnm of its pcoplt!, and 
dcmon!!'La.·:1:.1 ng n clca~· llet<~rmina-

t 1on lo tnk~ effective self-help 
mc'lnur<.•3. 

n. Arc ab1~\ft.' f;tcl<WS ~nkcn into .1ccmmi. 
111 th•• furn t ,; !11 n:; oi t IH' suh Jee t a!::; i :; ·· 
tan1.:c? 

( lf-n) llondur<IS h,rn IH!~n alloc<1 t il'1r, •IJIJWo>: iru.1 I·· I•; 
25t (!f its budr,ut .in th~ rccm1t p.1:-;t f.,,. iJ1., .. ~ t 

mr.ut puPJ•l'mcs. 

(11-b) Milit<1ry ::prrnliug i1wr,..-1~ ... ,1 r.omewh,1t 1 .... w• 
of the 19fi9 ho:.tHitic:; with 1:1 g,1J\'r1dor. Th;:. 
ineNMHe does not appo.:ir to b<' ~u :•1n•oporl ion.11° 
to Honduran defense ni!<'ds. 'J'lu: 111.itc.H'i.il c1htaim-.l 
has bcc.m ui:;ed only fop dcfom;e p111•poscs and not 
to inte1•vene in the affairs of othe1~ ft•ee and 
independent nat)ons. 

4 

(5) At the present time the GOH is studyinp; h'.w:; 

to improve its land tenure pattern. It recentJ~,' 
expc1•:imcnted with one method of land i•cfor·m. 
As a dh~ect result of the Pilot an1\ National 
Cadastet' Projects the GOH is rev isinr. the 
property tax law. These projects will 
assist the GOH develop a more rational lm1tl 
tenure pattern. Honduras does uot restl'ict 
freedom of expression and of the p1'ess and 
recognizes the importance of individual freetlo'u, 
initiative, and private enterprise. 

(6) . The Government has cont1•ihulcd towardG bl•th 
the relief effort and rural dcvelopm!•nt. It 
has made a comm)tment to contl'ibutc iuntls to 
both thr- Agriculture Sector l.oan (~}/2-1'-025) 
and the National Cadastcl' Loan ( S?.:?-T--0211) and 
is presently reprogramming and i•evising it:; 
budget to commit 1001•c funds to re cons tr>uct ion. 

(7) During the present inflationary period 
the government has sought ways to cushion the 
blow of rising prices particularly for the 
lower jncome groups. It has emphasizrd the 
development of the rural sector where Loth the 
majority and the poorest segment of the popula­
tion are found. 

D. All of the a~ovc fnctors were taken into 
account. 
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}:!:-~\. ,~-.~~-~-- {~:).. l 1 t.i:l c ! r t:::\av:~ 1 _:. 
Lo (~lWl'i'.'1llllCIU1 is th•! t,;uve1:r.P.PUt 
l1:~hh' ;1:• <ldttor "'" l1nc_onrlil1URi.ll 
j;un::um.ol on tiny dc~Jt t.o a \t.s. 
rit.izcn for cuu's or s~rvt~cE 
fun ishl!\f or o~·tt<•t·•~ll vlu!t.·c~ (a) such 
cl.t L:~cn h•w cxh~mstctl <\V&i lulilc 
lc&•d 1·emi!c.H.c.':i .in4 (!J) debt is not 
de:n!.c-1 c.ir c:ontcr.t .r,il) hy such t;ovcrn­
i\tcnt1 

1~1 .. A ~ 620 {cLi!l· I ( an.dstance 
i:; to 4 govcr11111~nt • lurn it (in-
c lud i n(; !;ovcrnraem: ng•.!ac ie:s l.'lr .sub­
u i vi c;ionE") taken •my .\ctlon whkh 
has the effect of n-1i. ion:il..izinr.~ 
cxp1opriating, or od1ervioe s.7!izill6 
.:i1o111~=-~hi1• .... r control of proa>ert~• oi 
U.S. citizcm.- or cneit!c~ bcn,:f1-
ciully o•:•att!d by th.:,:1 \.lit:h<•Ul t«a'.<.inft 
st.cps to disch~n:ue it::i obligations 
toward 91.11.~1 c1tizen1' ol." entities? 

Atmr;x 1 
r:xhihit c 

_Jtuc,e . '' of 20 

(3) l\.I.P. knows of no such indebtedness to 
any U.S. citizen. 

<-1 There is no evidence of any such action. 

5. 1-·1~ 620 {.l.!)...i._!istn:.~:.;;;~'.!!__Pn•te.:!iVf! 
Act. 'if;?_. If -:ountry n:u: seized, uL' 
ir.1pol"cu .i.ny penillty "-A:" 11anr:tio;:i ac;oinst, (5) Honduras has not seized or iinposud any 
any ll.S. fi shin)~ vc:;scl c;n nccc·unc of penalties or sanctioris against U.S. fishing 
its !isl ill(~ acli.vith~o in intcrnntional vessels because of their activit:ics in 
watt!rs, intern.itional waters <lm•ing recent years. 

a. hn:- 1111~ tlcC.:uction t"e(fuin.:.<i by 
1-· j :;hi:n1u:n' s Pi.·otl:cli vc b.ct bccu 
1;ude? 
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6. 

7. 

8. 

h. hn:; ,:u:nlt!l f.! tlu11Lnl u;: mmi c:t1:nc:c 
l'ccn c:on::id;·• t>cl by A. J .• n. /\,i111iniot.rutor7 

Y!.v\ n _c;zo . (::.1.. l'ocs rec::ipi ~nt country 
fu1:ni!Oh a:isl.ntum:c to Cubn or full to 
tnke nppropr iucu r.tcps to pl·c.vent 
shivu or nh·cri1ft under it:; flng 
from currytnr. corgocs to or from Cubn? 

•"/\A ~ 620 (1!2_. If osslstvnce in to a 
eovcrnm~nt, lms the Sccretnry of State 
dctcr1dm.!d that it is not conti.·olled 
by the intcnlat ~ <tno.l C<'l".wunist a111.Jve­
mcnt? 

FAA § 6~0 {d). If nsoistancc io for 
rucy pi:-odu.:th•c cntcrprioe uhich will 
compete 111 the United Staten with 
Unitctl States cutc~rinc, 13 there 
an agl"CC."llCnt h)' the recipient com1try 
Lo prevent export to the Unite,l St:atcG 
of more th!.tn 207.. of the entcrprioc's 
annun~ proc.iuction during the life of 
the h.uin7 

9. FA:\ !~ f,20 (f}_. Is recipient cnantry a 
c~·:~;;is-t country? 

AN!H:>: I 
t;xtdhit c 
Pur,c !i of 20 

(G) Honduras 11eithe1• furnished assistanc<~ to 
Cuba nor permits ships or air·crafts under it:; 
flag to carry cargo to or from Cuha. 

(7) The Secretary of State has determined th;:1t 
Honduras is not controlled by the international 
Cor.imunist movement. 

(P.) • Thi:. loan is not intended to provide 
assistance to a productive enterpri~e. 

(9) Honduras is not a communist country. 



., 

10. ••.. " ; ~; .. •'."\!. .;.1lllll ;:y lll 

:ul)' ~1·~:: i. i,,.,; .. ·c·~t ,, :' : fl) 1:1~!•\o• .. ·-··:;; '~!1 ,, f , 
11r 1:a :.( t.r '."i' a1:: ,1. m: ·;, ~1:1 •:: :;\: ,. :. L , tlw 
lh1 i '-"'! ;; 1 i• t ,::, ''" n.· · ·~'~~I\" t .. ·~~ • ~r-c 1 ~~I llt~ 
U.:i • i\::~ Hll. ,\,1.:t:: 1· •· '.'· ·: o.h:• )IJ l'l:nJ.1;1~ ut 

su~l• rubvcr5i~c ~r ~·~~~~ssSon~ · 

11. !:~!.l__0~-~-(j} i~:.J:"i C 1--lt COUllll')' pt!t·­
lllll tcd, ur fni h•d to t11kc adcql!atc 
mCtaS~ll"C5 to p1:cvc11t, \:h'.! dlllll3f,C or 
destn.ctH•11, hy :11ol• r.t:tion, of u.s. 
propert:t? 

12. FAA ;! 6~0 _{!1· if :.:r.l! country has 
failed to it;s~itutc the investment 
gua1 anty 1•1·obram fo:- the spec if ic 
risks of cxp\7opriatio!l, in converti­
bi l~t y or confjsention, has the 
A.r.o. administrbti<ttl within the 
i;u:a t ;t.:..-.a. •: .. 11u> i\:crcd J-:;1\y 1 ur, usu i.:t­
tancc co 'luch &overnu~nt for thi:J 
reason? 

13. f!\A ~ -~:'.'.l~ __ (!!;-~· Doc:; :-ccipie•tt 
counr.ry furnfr;i\ :~oo~l~ to Noi.·tl: 
V it!l -l~mn u1· l"i nni. l .::hip!' l)t: air­
c1·uf t umlcl" it:: Clar; to c.arry 
cnrgoc:o lo or frnn1 ~o;:r.h V11!t:­
Nam7 

11•. 1-'Ml § (,:·~~- In th'-' i;o\•1.::·i,~.·..!nt of 
the i·cc i ;) i .:·nl •;l'lll' r..- .,. .... c:!fU:J 1 t ''" 

intcrcnt or p=1nci?hJ ~t &ny A.I.D. 
loon ll' the cou:itl'y·t 

10. 

ANNCX I 
J:Y.hibit c 
Pa1w G of ?O 

A. I. U. h·lr. no ~v j clcncc of ;my ~;uh-

Vf"1•r..ion or iW,~l'•!~::: inn m· uf pl;rn:: 1,,,. 
a11y mlrh .u: l i 011 .1,•,.1i11:: t ;my c11111i1 1·y. 

11. During periods of unrest caused by 
factors such as the latest chanr,c of govera­
mcnt in Chile where puhlic attention is 
focused on the U.S., !he GOil has c:.t tim~tt 

unsuccessfully contc1ined dcmom;trad ons 
which resulted in dami'lgc to USG 1wr perty. 
To min.i.mi.:e this problem the GOii has 
given the Chancery a 24 hour guard. 

12. The OPIC Investment Guaranty Pro2rilm 
is in operation in the country. 

13. /1.J.D. has nc evidence of Honduran 
involvement in such matters. 

14. Honduras is not i11 default on any 
such loan. 
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16. 

11. 

16. 

,. 
I ., .. . . . 

1. t : : • : :.'"'~ • ~: ., . •• I .. . .. "' . . ·' , ... -,·t· .... -~: 
s.:~ .. 1,.·-·~·1 ·- ... "4'•.~.·-:._:·~·-•,: 

; •• ,. ... ,_. --~! (.~~C- ,:!. ••• .,.,._.t l;..; •:u·.~ ·r··~·~ .. ,Y.U! 
-- ... --·--·----.._"\... t.tf> 

lttatu:; Ji r.h\! l~(·'J·~ .:r:·.,t':: {:.ii. :."'1•: lt.g;1.-
t io.1 ... ·; a:: l~h~: ... ~ •!....-v -:~. ln r.rrc~a·:51' 

'l./C\'l! SU(':li ,1: .. ~ :;.ii~·.~ ' .. •·.•;1~ lH\.'' U<..count: 

by th.~.\.!....". : .. ;;.-.1.,t1» »"tn. ., tl·:tcr-
111i11in(~ lltc: •:uric .... 11.1 .. Lr •. ·)·;,,.1-.1timml 
Yt!ar »uo1;..!t ! 

:; f.L'l!._ ._f.:,.~:..1.~- 1'=1:· .. ~:--· • -~~:..-·1··;- ;.· t•'.'•f;__ ~1f 
l"ccl1;l.t.·nt C(• .a;;.;·; ~:;..! .:..n :.. ;. \:;:.k'1 e.oc­
quntt.' st:~!'~· c ~, l•l~·=·-':t:.t i!••I C·'~ t.;s 
dl"Ut .. -: :!•'•~ ti'.~:,~~!.· " ·:"slt'":f!!. .. :.:·C !::,~·~:.:;:t.:~·; 
(AS dt· fir...:11.l hy I.hf! C:nq;·r1:; ~- .. ~i ·:c 
Drt13 J'l.iN.:. .~ l~rev·:1:i: t.'.H~ ;:.:·,..1 • .o:!<:::o!. 
Act of 1970) •=n~..:i~.: .. ::, '-·.: :;..r.-:-~cs:.c:<i, 
in- -\.'hCil:!:. tr: \~a :4~t 1 .. :. ~·~·~~t "..:u11tr~'• 
ot." lrnn:.t•Di.7:.:t:,! ::.i•::u:•:_;;!- :.·:c!1 country. 
fL"om bci..~1!; :·oj1i f · ·.c::;.:-.!.J :,.. v~ t:1in 
the j •. -::-j ~.u; C'~ i.:u .,:: :.: .1-:i; .:.:-imtry to 
U.S. (~t~''c;·;1.-:--.. ~:~l- ~>•.::··;;c...:1·.H~:_ o;; t!lt~ir 

dc~~eait!i;\\f:::, o: :r.c.l'·· ::~.t\•;· ;_ ·';: i:hc 
U.S. ur.Jc.t11Yi.ly'! 

.. .. .. . . . -
Y~.l:...Jt'.~·! .. ··. ~·:~- . : \''' •'.'i c .• :ry :•r • .:., .. ~ 
I :-i hi .. ·11t'l ••I i . ~-.... .- ..;.'- :..-.'&.. <, · •ll.1:y·, 0111.t 

wn~ c,11.:H •. n. : <'•i o: j :; :•c ! r•: ::'. ~ 1 •• t.1 • nt~d 

\)l" O}J~"l".:l( , .. ,~ \l{i: .. !~•..1:'\cU •- ..-~uJ;..-- .!~.;:h ... ~,~ t". 
li.S. • ;.in1: (!·~ . .. = . ... :l:!n1n~.;!t ~-.llTY ,1ut 
ttti 1 (I ~1ry u;J.•ra. t.-f\; .. ~-;-~-:-· ~• .. ;, ;;_ i.:tJ..-->~_. 
1!."l!' :-· ... ~ ;•~_ .. , :" ::-• ~3 • •,,r:_·a, .. :·- __ .... · •.•• tt t.lt' 
}!tl:"'c..·.·,u .. "-•nt .t~:--.- \. '-·•·L-.. ·- !1~!-

.. :-i::.t.l~u~ .. i :!l.'f~ ~~ ·~ l;t; i ~:- .. ..-..:· 1..;t..~~.. _,,L.. \.•, ,, • 

i:Ot-:r1•nyo1fcl. :t1t;.; 1 ·... ;:•~..; •~ i•.:.~ .: :· 

AIUU:X I 
Cxhibit C 
Pap.c 1 Of ?.O 

15. tlonduriw has maintained diplomatic 
relations with the U.S. 

16. Honduras is not in arrears to the 
extent described in Article 19 of the 
U.N. Charter. 

17. The GOH has taken adequate steps to 
control illegal narcotics traffic. A 
special Narcotics Investieation 81•anch 
was established within the Police (CES) fo 
1970. Honduras is not at thi<i timP. a 
channel for international traffic in 
heroin or cocaine, and most cases have be~n 
in the area of intel'nal use .. sale or 
growinr. of marijuana!!' or the use or sale · 
of amphetami.nes or barbituatcs. The 
Honduran Police have previously cooperated 
with BNDD. Legislation was recently 
passed which up-Jates a previous law 
by providing crl.mimd penal tie$ for ucwi:r 
forms of drug abusP.. 

18. No such base exists in Honduras. 



., 

19. t:f\1\ ~; {1 '?') ; ~· \ • \.!lmt JU:l:C!(~llt,••,t·~ tlf •-.....-----~"'""'"'_...., -·· u.,.;·. c:o1111l r'! bul1: ... ··; 1. s ha 111.l U tcry 
C:\pe1.c!u;u~ t:!"? Jh.r1 much of !urci r.11 
cxduv1i~~ l«?ti,>Utc~:J c-ru.•nt on mi li~ 
t.al'y •!•l~!lpr.•·.~nr.·: 11~'~' 1.mch spent !or 
thu pu;·c-h;.:1c o! uui1h1::ticalcd 
ve:tpun~ :wr.ll•ml'I ~ (C:Clt\::O i.duratiou of 
these 11oinu is to be cr;ordinatcd 
with th<~ Bureuu fur Ptngra.aa nnd 
Policy Coordu111tion, Rct;ional 
Coordin'lton ant~ Military Asais­
tan~e St••ff (l•rci;uc).) 

Condition:: oi The t.oan 

Ccneral f;uundnc:-s 

20. FM c 201 (4,2. J.nfol-m.1tion and 
conr.lunion on reasona.'!.>lenc:;.s and 
lcr.:.!ity {u1u:cr lciwtt. of country 
and the United :;::ates) of lend1.n~ 
and.retendin& terms of the loa;i. 

21. ~.1.!!L<h) COti.....~3-01 <~ 
Informi1tion and co11clu.;~.on on 
on :ic':ivity'r. cieonom1~ und 
tecnnic:al sou:.Jncs.s. If loan 
is not 1n.1de pursuant Lo .t 
11ultilaLcr.1J plan~ ond the 
araouul of the loan c:xc~~cd:; 
$100.0t'O. has country sulnnittcd 
tl1 A.I.D. nn application for 
such funcl:t h•gcthcr uith m1sur­
anccs tc indicate that fu1u:S 
will hL; m1cd in an l:eonoiidcally 
and tc..:l,nicnlly .sound mttnnt~r? 

:!2. · •·hA :._~_l)J.J!~t_(~. Info1r.\.Hiou and 
cone I u:-: ion •>11 cnp.1ci l'Y of l he counti·v 
to n!pm: th..: h•:.m. htC" I m!im~ rca::wn-· 
ftblC1t«':r:! '*' l"<'p:l}'L"ll~ft(. r1·0.5}lCClS • 

Armt:x 1 
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, .. 
19. Accordinr. to off icfol rt•Jf!;H:<?ll I i!'.lll'•·=•, 
7.9\ of thn GOii hud11.•?t wan <1lloc.1tc.•d to 
mili tn1•y spundinr. dul'iur. l 97lf. Only . o. 9\ of fo1•1.:dr,n cxch,lllp,e resources arc bcinr. 
used' for 1nili~a1•y equipment. The MI!>~ion 
believes the inajor po1•t ion of thi:; fund 
is used for st and arc! a1•ms and ammunition, 
personnel costs. mainten<ince, etc. Th<:!re 
is no reason to believe the GOii has any 
sophisticated weapons systems. 

20. The proposed loan is legal under 
Honduran and U.S. law and the proposed 
tet-ais aa,"'e t>easonahlc i'o1• iiomiui"dS. 

21. The activity has been found cconom.ic.al-­
ly and technically 5ounrl. The Borrower 
has submitted a loan application to /,.I. D. 
which contains assurilnce that the funds 
will be uoed in a-sound manner. 

22. It is rcc:.so11aLly c~rtain that the 
GOH will he aLle: lo rcpa.Y the loan. 
Sec Section II-C of tlu· CAP. 

.-
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2!t. f!.'1!...!:_ '.'.~ ··-· ~~i_i_ . ..' . • ·n: · ,: 1
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of tu.a.~ \·li '. ~ • ii .•. ~·'' ,~,") ( .•J:im?C.!):fl;g, 
fin."a•·~·'' · .111 •• •-:. ... ·.r l':nu:; ncci!l'~tu::y 
!o ~;u·:.: •.'\" 1::i' :t;_.-..:;1_;u1~<; 1:.ul (l•) n 
1·c:ir.nm1.i. I:: , i J;:.1 l :. : , :;·:a.LI.• i;f t.hc co:it 
to the- Uni t;.•tl '•' • :·· \,f th\~ :t:1!'ira11ncc? 

25. FA!:..,E_!~lI.. L·) ... :'?'.· : ·' : .... ~hr:!' le&i:l-
lnti·-·e f;c\: l•. 1 ·:.' • <i.1: .-,~~ ,•:.t:;fn r<>ci-
picil•: 1:0\,H i :· :; ,,, .;. ·: f., ~•&:;: .·: for rea­
sonable c· .. 11.~ • -• .- .• ~ i d.11~ •.ti..:1 action 
will hr! (.•:•,.,: i. • ' •• : ••. ;. ~.r ~c:nai:: 

nrdc.~i:ly .-ir;n-..";' ,,.::_ .. :.:· (".:· lJJrpnsc of 
loan? 

26. f."~.!_~_I_~-(~- '. i.:·c: • . t!: f•;:- C3pitr.l 

27. 

An111 .... :mcn 1 .: 1•! .·.: ,, s •. ~;rniatancc to 
pro.lu:l h'M '~- .• ~:!· :.~: Nl:l.1~11, hnu 
1'1l:i:t Ii:•\ :.~~ ·:~n . .. - :::;· .... v;: I ~1..: Ci.>Unt:ry 's 
c.-opnh l.l J.: j' • ' y .:J -1.:; in •_11!11 unrJ 
util:!.z~ ~h: i'•·~._. ?·;. ! 

1:A1'\ :· '.~~JI: ·• 
---·-··---·~--." ... 

'i -" .. c... : ,;.• \... - ..... 
i-t"!ilt-r".; !I ·c'~- .... r··· · -• 
on; f.:,) ._ .. ,_ ,. · .: 

11;.•1!1 :1i ti·~-··· 1 •· t •.• 
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23. rinancinr, for lid:; project fo upp:wrn1 
ly not ilVilil.1llJ c i p;.1:•1 ot hC'r ft•f!l'"".-:or.1 cl f;o111·­

ces, ir11:luJinr, pr_ivatc tmm~c-c~~ Fi1hin the 
United litn leis. 

24. The requi1•eci plnn~ have bcC'll o.m1p lcter1 
and a rcmmnahly fil'm estimate of th(> co!>t 
to the U.S. of the activity to l>t! f 11,;mccrl 
has been obt<lincd. 

25. Since the GOii will repay thr. loan;,rCJti­
fication by the Chiefs of State and ·the 
Counce! of Hinisters will be necem:ar·y prio1• 
to initiation of dfobursements. A. J .D. loan: 
made to the Government and .:its agencies in 
the past have been ratified on a timely basj< 

26. The Mission Dfrector has signed the cer­
tification included in Annex I of thfo CAP. ·.-

27. (a) The Loan will dfr•cctly str·cn~thcn 
the Jlational Development llank, l)ne of the 
key institutions respomdblc for implcmeutin­
the country's ar,ra1•ian reform prof)'i!::t. 
(b) This Lean will provide the l:.tional 
Development Dank l-d th funds needed for l'·"­
lendinr. to sr.1all furmc1•:-; thus pe1·:·;ittin;: U:' -
to rctm•n to full production quicU :! . Cc) ·; ._,. 
educational pr·rti~:1 of the Loan uill r~p1~,,.,. 
lost ph:-:sical plant rt~r•:dtti1w. stwJ'!lit~ tr· ··· 
tul'n to school. (d) Tll.i~; i.oa:i l-:iJ l nol 1li­
rectly il::sist in i:a·~cUnf: th~ count1•y 1 :; lw.d ~­
need~ cx~ept nutrition. 



(c) 'lthl!i'' il.111\Rt .. tnt lll'C•l~ o( CCOl\Otnic 
1mUtic1&l. '°1n\l·rsoc1n1 d•wi:lop;·mnt, . ·' 
i11rhadin1t rndlu~t1·:1: f1:cc labor unions, 
co"l''-'l-.".f'i•1c.•r., .:md Volunt.n:y A1;cncics; 
tri1t1sportnti.on «'nd co111nunlc;H inn: 
p 1 ~nnin1; mttl public a~rtlin i su·ntton; 
urh;sr. dcveJo;.•m1.mt, mad m\Jlfurnization 
pf l!Xi.nUr.c l'M:s; or (f) intccr.atinc 
wo1n.en into thu recipient count1·y ',. 
naU onnl ccont111\y. 

' 

28. ~.!. 209. Jr; project suscc1>tiblc 
of CX\?cutiun tis part of rcr.ionnl 
project? If so vhy is project not 
so executed? 

29. 

lO. 

:u. 

:. 
~'..!. ~!--t'!.l.fil. InformJtfon and 
conclusi~1n on activity's rclntioP• 
ship to, and consistency with, 
othci' dcvulo11mcnt uetivitics, and 
its contribution to realizable 
1 ottg ·r1111f;e oh jcctivo'. 

1-~A•!..H_?:.9.l__{!!) __ ('!l· lnform..lt inn and 
t~onc l.a:J ion on \:1:<~ t her or not the 
aclfv:ty lo be finuncl!d will con­
tr ihuu~ tel the :h:hh!V<'U'Cnt of 
~t'lt•suslainin& tt·owth. 

! ... \.t\ ;: 2!J 1i 
ln(<>rmaf !on and C<M1'.!u:oion 
vlwtlm1· al'isi:":tam.c \-'iU cr.­
ct1uL .11;c i·cg ioun J d<·ve J ov;n<•nt 
l'l u~;1· a.n:s. 

, 
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(c) Part of the tfotio1ml Dc•vf.>lop11w111 
f 

• 

• 

Dankn lcuJinp will h<! to farnit!l' <:u,,p··t·.i~ 
tivcs aml mmociation:i. The hu1wi 1w 
portion. will provide fundinc to tlm:a~ 
Voluntary Ar.encics, hoth local and 
irl1:ernational, who wish to develop housinr: 
projcctB. (f) This Project w.i.11 employ 
women to the fullest cKtcnt posuiblc. 

28. The project is not suitable for· 
execution as a part of a reeional 
project. 

29, This project is consistent· u:tth t hf' 
. Govermnnn1- 'R dcvelop111<'111' p liln ancl "lie 
USAI D's chosen empha!ds on rur.:11 
development. 

30. Insofar as retut•ninr; llondu!"m-; to 
its pPt•-lmr1•ic<mc level of Jcvelop::-cnt 
is essential to expanded cr.onomi c de\T:; -
opmcut this Project will contribute to 
the achievement of self-sustaininp, 
growth. 

3. To the extent that the ProjC!ct rr:­
turns llomlm·a~ to it!': prc-hnrri can•! •:•-';a· 
omic JJOsition and contPilmtion to ~;tp ::U1-
ening the countl'y 's '1r.t-icul tur.t.l c;'!·"'- ft < 
the project uill cont1•ibutc t(1uard f:U :£.:: .. 
and political intrgr.-it ion •,ccau!::c l!t_.::·;u1 ., 

will he i u ,, strour.m• harr,.ii1d nr. sit 1!-1- __.. 

tion in the CACM, cnconrnr.iuh it tu 
ncp.otiatc with olh<:1· 111cmlu~rs. 
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32. ?~\.1...!~ .. U.!..• 1H:1o:rn thu 1!,<1.-

lt:ut r.o \·'lud1 1 he : ,,:1n vi H 
r. trl.m:,,;Litcn t ht! pu t•t. ici;mt ion 
of, t•t bnn .a1ul 1·,m:;1l i,o,u.· in 
tlmlr _c•.'\01l1·::'~ <'•?V•!ln1.nm.m1, 
and "'il ! nss i:: t u1 r he t:Cvc: uu­
l•tl!nl of cC'.•opc:ntlv~!3 which \Ji·a 
cnul le n:ul cnc:oul;na.;e greatc·,· 
m.1m\t1•r:; of l"'''r i}<:u~lo ti> help 
thclll:IUl V<.!r. lO\·IUl'd u liettul" l iin. 

33. f_M s 201 (O·,. lf this is a 
proj1?ct: loan, describe how s;1ch 
pro J<:ct "H l promote the country 1 s 
.:?conr,,rni <' df!VU J op:mmt tak i ug into 
ncc<>unL th..: cmmt1·y's hur.\Rll :.nd 
matel.·inl rc:iource.s l"cqairei.1cnts 
:and r~l.:t.tionf;hip hu!:V1.?1::n ulti-
tnal '~ objucLiVt':G "f ltac projucc 
and overall economic dcvuloymer.t. 

34. ~s 281 (u). Dc:u:dbc ext&;nt 
l~ wh}ch the l••3n ulll contri­
httte co the objcct1.vc of 
air;:mring m?lxh11u111 imrticlpat ion 
in the tnsk fJ! CCORO•lih:. d1!VC'lop-
111r:nr on the 1>n1·t o! Liv! ,1•.::•lplc 
of the country. thr.mgh the 
cncm1rai;cn11.mt of de1.1llcrut i. c, 
prival'c. and local ,;ovcrrnncut~l 
inst it utl<:>ns. 

3~ • fj\!._\_ •• ':..._ ~:ll .. !!!).. :~cSL:-! be ,·:xtcnt 
rt1 w!1I .-It :,r,,,:1·a:. r..!:o;.nL~cs t:1c 

p11t·1 i 1·11 l.a r th·t.!•I:.. ._: •. :.;. n·::t • ;1n•J 

• "'1'·•~· · 1 ; C:•c. ,,.~ .-;": ~l,!Vl' i .. ! .,.1f rhc 
... ,•u:;1 r·:·; 1:: .1 i_~:·!~ rh•~' cnu:ll r·1 1s 
nlf 1: l 1 ··(·~1r.;i l r.- ... nP .cs i u i:n·· 

,., '' n-.1 : .. - 1 ;1:: c. i l 11 t l ._.1 •• i t ~I, • ...,,! I .>p;.1~n L ; 
·h\t! ::·~.\>.J>"t t· ~",. .- :·tn:c1u um ;!JUI 

: .. ~.a 1 t_1 ~l: in ~-~: ; .. !'"t-~;.;. ..... ·-..•ti ; ,,r 
.. 11,•.-1 lih! !'·'l'I. - .·.u h.n1 i.• f~••vt.•a·n-
u1··n ... 1 ... a.ul _..,. , ; - ... : '-'' ,._ ..... ,.~=- •••s 

.~~~-.·•ti Z ... t ;_ ~ t.' "'" - 1 • ... 11 .. •~:•1 :.U~lf'lli ~ 
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32. 'J'o the extent that the ar,J>foulturc pClrtiou 
of the rrojcct is limi tcd to lu.rnr. for c1n,1) l 
farm~rs ,ineludintt f J rmcr <.~(lopct•n t fr<•:: m1<l o I 11.-r 
farmer groups ,and the cduc:1.1t i onal port ion \·: i l .1 
consu•uct aml rcpah• schools pcf'm.ittinr. r1(hll' 

children to rc•sum~ their education, t:hn ProjM·t 
will enable and encourage Gt'catcr numl>cl'H oJ 
poor people to hC'lp thcmselvc5 toward a bcttm~ 
life. • 

33. The Project will replace lo5t lending and 
educatinr, capacity which had been countr.cl on 
when the country planned its agrilrian develop­
ment proeram. The Project will minimize the 
reallocation of pro~Pamed resources from tl1e 
development program to replacement of lost· 
capacity. 

3q. The Project will strengthen the Hational 
Development Bank.a key inGtitution in the 
Honduras' agrarian reform prog1•am which is 
designed to bring f,t'eater number pf th"' rurc::..!. 
poor into the country's economic mainstl,eam. 
The Project will also repair and construct 
local school bui.ldinr;s which often serve as 
the meeting place for publicly attended vil­
lace gove:mnc;nt and cooperative mcctinr,s., 
t~u~ .perm:tting greater pa1•ticipation of 
citizens in local government and rank and 
file members in their cooperatives. 

35. The Project i~ de:;iencd to allevfotc the 
need~ of rural inhabitant::; iujurt?d by the 
llur~icane. The J.oan l:ill uUlizc profe:;;.io1HJl:, 
tra1ncd llo~d~rans. The Project in~lircctly 
supports c1v1c education throur.u its r;chool 
reconstruction pror.ram. 



36. r,,,\ :: ::rJt 'h' C":. ln \lllill W.:.t/t1 -· ... .,...& .............. - ... '.\ .. • 1.~ ..... -..,., •.• 
c!(ICU Liu~ l1t:l iv it y (~l V(! L"I :;161.)l\Clb lu 
)ll"Uitli:H~ of c1mt;·1!Jutin& to thl! 
UCVCiO(l1ll1!nl' <'f t~C(•l\ltr.1iC \"(!.;0"1.'Ct~l'tt 

tlr to thu ia.crmmc of p1·u1uctt ve 
Clll)ftC l t' j US? 

3 (. ~l..fil!.L!~l · lnfo&-mat ion and 
cone iu.siott> whutht!r lc.11.n wi 11 un­
courn&t! cf fo1·t s of the country 
to: (a) tnl"rr.asc tho flaw of 
lntc:rm1Uom,1 trtH?c; (b) fostt~r 
private inlllntivc and COl'ftllOtl• 

ti Otl; { c) l'UC!OU\"UG(! dcvel0i)111Cftt 
and use of cool,<~rlltivcu. credit 
uniunu, and :;nvi n1;s and lo.'ln 
asso ... ~it1t !o:a!I; (tl) cliscouracc 
mono1ml ht Jc 1,r:ll:tic:es; (e) 
improve teclmic11l ef.fichmcy 
of indu~t.ry, ag~icultur'll .lnd 
commc\7r.c; and (f) ctrengthcn 
!re~ ~ .. nbor ~~l"i.'.'n:t. 

38. FAA A 6lq. If as9istan~~ is 
·tor ncw:.y indcpen~m1t country. 
i:; it ru. nished thr'.'.Jugh rm; lt i -
l&U:uro:il o:q~w~iz.atit.~.-i:. or plnn.s 
lo lhr mo.\Kih;mn extent aj?pr"­
priatc? 

1.,,;11\':; ..:~·f .. ·ct .ml'.~~ •• :nlt A.I.n. ·--·-- ·------------------
!'. :!!.~!!!..!:! 

1::\,\ ~:.\ti • 1•l {(··:. ;1;:,nmata;n 
----- .. _ ... -~- .... - ............ ".JI_ .. _ 

:am: ,.,, ... :!11:t•1;1~ on p •s.H.ble 
.. ~J ::.-,~l :. tl:... ~ r1 .. 1 t·~~ l•.i;. ct·unt• .. ~•y, 
WJI 11 :•pc1· •.••.i 1·cft!l l!itC1.' 1.0 arcu:• 
ut :i.~1b:lt,1lj.,j ··.~h.•.- $u,q_,.Jus, :tn1l 
•!·,f ~nt tc. \.fi.ic~I 1;.!:. (.",'lils:•t'Mtiti.(!S 

• • 
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36. The Loan will inclit•cctly contrihutP to 
an increase in 1n•oductivc c.tpaci ty innofot" m; 
it will assist Honduras r~tm•n to a Jll't'!­

hu1•ricane level of economic «ctivity without 
diverting resources from planned dcvolop:ncnt 
activities. 

~ 

37. The Project will: (a) encourage the Uow 
of international trade through d t:eturn to 
pre-hurricane levels of farm production; (h) 
encourage the use of cooperatives by channeling 
Nation Development Bank funds through tlu!D\, 
to farmers; (c) strenethen free labor unions 
by providing them access' to funds that can be 
used to rebuild members' houses; and improve· 
technical efficiency in agriculture by 
training primary school teachers in farming 
aethods. The Project will have very little 
illpaC::t on the other portions of this Section 
in a direct wciy. 

38. Honduras is not a newly independent 
country. 

39. This proj~ct will have no foreseeable 
adverse effects on the U.S. economy • 

• .. 

• 

.. 



• • 

• 

-

40. 

•• 

41. 

.-:.1;,1 0\:1:litt;111c1~ at.'t? h11·n1ohcd 111 

:t '!".:1nncr ccn~. i :.tci-.t Wt th 1r;­
Jll"<-•v:i. 'l~~ t:h'i H.:.;. ba luncc oi p.l)'­
tn\1nts J'usili''°• 

1~111\ fi :lOZ fn'. Total m;aounl o{ _ ... ----·-·'--._ 
tll'llC'\' uml~H· loan ul1ich is !;uin:; 
din.~t i y to I'': J vatu cnt<'l'\'l. J:~t:, 
is gof.n& to lntm:r:mdiutt· ci·cdit 
institutions 01· other borrowers 
for use by private cntcrpri:m, 
is h, : 111~ U:h·•I to fimm.:n im-
11orts fi.·om \tl'i vat<~ ::ourcc:o, .01· 

is othc::wh<· hl.•ing t;:~cd to fin­
:int'l! pruc11l't!1acnls from 11ri vnte 
!>01~1·ccr.. 

FA•\ :! '10,. fh}. lnfor:1111tion nnd 
"C~·.~clus i.on .... ~;n· hou the. loan wi 11 
~ncouregc u.s. private trnde nnd 
I nvc:i r.m:mt nhrond 11nd how 1 t wl 11 
cncom·n~r. i11·f v11tc U.S. part iclpu­
tinn ln forcl l~•' R:.'lofstm1ce p1·0-
r.rom'l (l uc lu1li h& uat~ ol. pr i vntc 
rn1.!P. duanno::• I !i nud th1..~ c,,~;'.v ic1.•s 

o[ U.S. &•rival~~ cntcrprh~). 

4 2. fo"i~~_:_°!_bO ~ .. C!ll_. l f n c~p ital 
prujc\.·t, an.~ t:n~~acci·i:"IL: •:nd 
J'l'"Hf1•:;:,i1•na) ::,'i-vir..~s nf 11.:i. 
fum:; ;;m! thci:· :\ft.!.li.:alt~:~ 

u:.••'-i \cl l ht.• :u:1.'< i :-,,,a.it ,•:il c!:ll 

r;111:: i .st "'It w i ch lfll' !,&If. t cjnn l 
1 tll ·.~I. l':O:' "! 

·. 

• 
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110. Approximntcly 83~ or J,OiJJI funds will r.o 
to i11te1•mediate cJ'e<lit in~titutions for u~e 
by private ente:t!prfoe. Ov<:r 90"tr of total 
Loan funds will co to pl'iv.lte cnte:1.1pris<!. 

U ,. • t •· -'c ""nd .:" .. "' .. tr.? .. nt ,,t. .... ~3-' 41. • ,.,. pr1·1a e .. r01... ... ~··· -~ ..... ~ -- .. , _, 
will be indirectly encouraged through improved 
social and economic welfare of the Honduran 
population derived from this project. 

112. Services of U.S. consultants will be used 
to the maximum extent. 



/,). . . ,; " . 
,1:f'1\_·~~~~. l n!roi·1•.at lon on.: 
l'UIU'l1:~.jnn Wl,1 llU::' lJ.~. folftllll 
Oa!" i.~•:S" '1( l f lll;1'l j d prll:U· 
.-qua :.1.H)• ln thr. ius·ubhing 
of ;•,l~,.,1tt1 01111 flt~n'iC<t f lncnc-ed 
hy I he l••nn. 

!:'.;.~ ... I-~~?!L.{.i!).. Wl ll the loan 
p~·«umtd oi· ~:i:d Bt. the foreign 
uf d projects or c~tivities of 
the Cor.munbt-Bloe countriu11? 

4~. J~~ fi (121. U Tt!chuical 
A"S;1-;~c b hun:t.-;-l!d hy 
Uu! !01.tu. infvrnnU on and 
Clltu.l1Jr;if>n whcthf!L" euch 
a.:;:;:.~rnncc will he furniehed 
to the f:ul lest 1.·xtcnt praclic­
able ll:J r.oc•ds and l)t'Ofe8sional 
ancl other services from private 
cnt.-:1·pri.sc on A ctJntract haste. 
If U:r. facil!ticit uf othe1· 
Fed~ra~ agcnc!c~ wil1 he utilized, 
infont'lntion ana coiu.lusion on 
wh,~c•1cr they arc part icuiarly 
sut labtf!, are not corilpetiU.ve 
wit;, iici vote enterprise. and 
c.::.an •·•: 1t.1£.1!t: U!-·.!!1 lablc vithout 
uradth.' i n~c:::"fcniucc with 
dome:=:-; l. progn;ms. 

.. . 
1:1... .!:'~.~~}. .!.!_!!_{~/_i}.!_A.;:_:1 (:.1. hi 

~.·n:.\ '"'~··n~:r i:a!' ~"''. Id U. the :·~c1-
;,ti ~ai. t o•mt:.·y pn·vil~c t'.:\sw:ancc~ 
th!!: : \t di pn.~· i ~· .~ at h·ast 251. 
f'f fl,,. -:.,:•t'i 1.f th .. • t•.L'.•ftt·ia1n, p:-o­
. k~ .. c11 .:l.:.ti\•Jty ~!.rh \"\!~P•~ct to 
\':. 1 ••

1• ti .... l,,,:an -~~ c ..> I••·= rr.!lc,c? 

wm:x 1 
r.xtdhit r

1 l\tr,O ] II (l ?0 
IJ3. "l l d.i l'C.'C:t Jll''>CUl't!l'IPOt fl•op1 1.01111 f uml:. 
will he inadc locnlly. 

1t•1. 'fhis loan will not promote or ilssis t 
forcir.n aid p1'<ljuctr. of Communist-Dloc 
countries. 

45. Technici!l mmistance to he fim:mccd 
under the loan will h·~ furnfahi>d to the fullc:;t 
extent practicable hy pl'ivatc orr,.-mizations 
or individuals. 

46. Accordinr. to IBRD estimates, hy December 
31., 1974 the Co•.rcrnment wj 11 hilvc allocal:ed 
over $10 million to the relief c:md rl'.!com:itruc­
tion effort. The IHs~don comddcrs this as 

.meeting the countet'part requirement • 



•• 

It I. l·A\ i: ' ! l. W ll i lm~n he usa:d t() 
-{f~;~·,·nc;-a;uuc,, truJ.nb-.fi ''r ru­
l;u:<'!d pl"o1;1:nn in l'Cdpicnt 
co•mlry'I 

40. c: 
FAA !1 11!!. Wi 11 loan be used to 
pa}•for t>cr!oraa:incc uf ubortion:s 
or to ••t0tl val:t\ or co•?fcu pernon• 
to pr&.cUce uborlionu7 

49. !_"f!.A '4 !;_Ol fil· I:s the country 
among tit'• 20 cuuntr·ie» in 111hich 
dcvclopmi!nt loan ftai.cls sway be 
used·to lll!lite loans in this 
f isr.al year? 

SO. , FAA ft 201_(~. Ia inte~~st 
rate of luau at least ~ per 
annun dui.· i11& gr act:. pi?riCJ4 
and &t lcn:;1: 31 per anuum · 
tbcrcnflc&'.'? 

51. E.N~· ~ 20! ·~Ul- If _this_ i.:; a 
pr.l jcc t 1 •.um, ...,):rat i"·ovia i.011:1 
liilV.:! u~cn 'IMUt~ for :t1)pro;1r i:tt<.! 
pnrt!dpnf.lon by tt'ic recipJ.ent 
count· ry 1 ~- pri ''ah: cr.ten•'\.·ith!? . 

>!. • !:!~~ .i_!!~:L .. ~:~?.. '! i ~ l 11 I J co1n.1k11I Hy 
p.-.,( .. ._t•rn;·•>t - i 1.-.1~u.:.::d ,.! .. tc.·1: Liu~ 

(·'-Ill. h.: I. :'"•:!f• ; :w (111 i L·~~~ :: t. ,! l C=' 

•'}:~1:11: •. !'i ullw:vi !h: d1:tf·;.:1:1inr.:d by 
i..hc: a':!'t:.;" .l•it•nr7 

• 
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lf7. No such uoe is conte1nplated. 

118. No such use is contempl~ted. 

119. Yea. 

50. The interest rate is 2\ per annum 
during the grace period and 3\ thereafter. 

51. Under the Project the Hational 
Development Bank will make lending avilil­
able to individual privately owned 
fanns. Where practicable commodities 
and technical .assistance will he 
obtained locally. 

52. Yes. 



,, 

~J. l·'£~·) .}Lf!.l!!!...Q~ ). • \:h!\ t r•t:ovh lun 
itt m:,1h.~ lu l'l'c:\r1•\t: f hloll\1': t 1:1~ 
l·rnu~.od l t y 1'r''~·m·t•1:1i:1lt ll\ •1u ll< 
nl ori::c:. hli;h.:r th~n ndj\littcd 
U.S. 11•aricct 1•l't.cl!1 

54. f_l!A i: 1,04 !!!}_. If the coop .. 
crot1R1; country cliebrimlnat c11t 
il!)Uin11t U.S. 111:a::-J;m inou1·~r.cc 
co1o1pnnlc:a, will lonn a~rccmcnt 
rcql".i re thrll ;:L!ar i nu inr.u1·nncc 
he placed in lhu United Stales 
on cornioditiP.s f in:o.uccd by the: 
loan? 

55. J.'f.i'. ~ 6;)4_.(£1_. If offsho1·e 
procu~~cmr.t. of 111;1·1 cultural 
conn"'d ltv <'r proour.t 1:1 tn 
bi? flnunccd, ts t.hcre pro­
vi11ion aga!naa: :.uch ~rocurc­
ment vhen the dc~~•tic p:ice 
of such Cf''ll'lodity ill le.a:. 

-thun parity? 

56. r!i_A_~ Wl.!..J.!l. r f loan 
:f.i11a11cl!:1 a com;n,i,\itJ ·ii:.­
JlC'l'l ~,ru~r:un. '!i 1 i :1\."run~!C-
1.1c11t~ i••! r.1<1dc fo:.:- ::upplic1· 
ca~l'i:i fil'.'J.U.on tt; A.1 .. 1' • • t • .U 
A.l.i>. :iv:u·uval ;;~- co;:-..... c,Ht}' 
~s r.Usi:>l•.: r.t~<~ suit:ni>lc7 

:a I. ·• :1 t ,, ·.1'.1ol t ion 
n:1.1.11·11::ua;.~.-; : .... h4.· ·;!, ,) t,·. 
ut 1 J f ;:,• 1•.s. C:·~vf·1 •1in-:·~.1 ::: ... -· 
·~·~:•:~_ 1•":1·:1Jn .. a: 1•rn1>c!" ... _., .:;.!'• 
l:\!1.: u!" \h:! p;·ot111":!h•·.'l1- ot 
n·:•·J 1 •: :1. :: • 

• 

• 
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s~. The loan agreement will so require. 

55. No such procurement is contemplated. 

56. Loan does not finance a commodity 
import program. 

57. The loan ~gr~cment will so re~1ire. 

• 

• 

_. 
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~9. 

60. 

rt .. \ :• • \ ! th;· /\"11, " l(•l. H 
-~- ~ ......... ·- .,. " ...... J9- 9. • ··-·--.. 
10,\1\ firnuh:c:~1 \';:tt•;.· \ir w.11:.ur• 
rc!utt:d lt1i1d rcr.ou1-·cc cor.utru.e­
lian prtJJcct or il''.o;_,1:1•.m, i~: lih~t.·1~ 

n bcm .. fit-eo:;t co:.;1.utf\tion m.tde, 
i.nnuf m: ar. prm·tlc~bic, in 
nc~<n-dunce with lhc pr-oct~dure:; 
r>CL for th in the Ht:r.u>Tumlu!a of 
the Preaidtmt dated Muy lS, 1962? 

FN' :; ~ l (c). H contt'ncu for 
com1tr.1cl ion arc to '!:Jc financed 

, what prc.vi~ion vii 1 be avJdc that 
they be let on a com~ottttvu 
banlr. to t1aaxi111U111 extent practic• 
ahlc? 

~-r. ·6J.2 ~b); s <il6{!!l_. Dcucribe 
&tups taken to assure that, to the 
1wllih .. ~1n c ... :..;a:t po!..sible, the country 
is contributing h1c•1l currencic!" to 
meet the cost o( contractual ond 
other ucrvices, :ind foreign currencies 
owned by t&•i! United Stntea arc utilized 
to 111cct the cost of colitractual and 
other ocrvice.1 

.61. !-.J!l!.: .... ·!... .. LLl..· Wi!J oa~y .>! loan fundl!I 
be Ul'll'd tn sequin~ currency of 
i·cciJ>it=nl count-:.:y .trom no:.1•U.S. 
Tr<·c.,gury sou::cc:. uh::?n c~c'~"=" t.:ui:r••ncy 
of th:.:t counn.·y i.s m? depc1si t in U.S. 
Trc0\su1y? 

~.i.. !~~~· .. :r. •. ~•.::"'.{cl:.. n ... :; i·!tt~ ~;uitt•<l St .1ti!!'t 

.·~\Jll t'A~ ...... ~.~- f,·)r .. .!).,l\h ,:!:~·.-.~ut:J ::a-:U 1 l { :tC!, 
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sr.. Thi& proj~ct is not a l-Mh!l' or w11ter­
related land i'esour•cc construction project. 

• 

59. Construction contracts will be let on 
a competitive basis to the maximum extent 
practicable. 

60. The GcYel"llllent will provide no nr.w 
cou11terpart to the Project. No U.S. owned 
foreign currencies are available for 
utilizntion in the Project. 

61. No such excess currency is on depo~it 
in the U.S. Treasury. 

\,•'.~.~t mTu11:;.·1.1cn~!' :,_..,,.~ l>t!:!ll nY1.!ll! i·ot· 62. The U.S. does :iot own such excess 
1 t:. 1o.~1 :::1i:-c1 forei&n currency. 

" 



'· 

.... 

<•l. ~j\·~ :; ~··1 (~ .{1~)-. Vhf!l. 11ruvlu lou ia thc1·c 
t•;i.~hi:U u: u c,1 :i"lt il:ct iU':uintnncc lo 
r.om1wt1:H11 t! u,~m:r:: (rA· mcprol'rintt:d ur 
·not .\(Jl\tlU~t:cl Jlrcpt•l'Ly'I 

64. El~L~ ~k). If construction of 
product J.\'c cutcq>ri3c, 't1U l a&r,rc• 
&ate VGluc uf uasiatnucc to be 

,, furni~1hcd tty the Untlccl States exceed 
$ 1()(' inil 11un1 

65. ~~~~-fil. Wt 11 llny loAn funda 
be used to tinance purchaoc, lone-term 
lease, o~· <!Xchungc of tnoto;; vehicle 
mnnu~actured outnidc the United States 
or "''Y &unrnnty of such tranaactiunt 

66. !p11.. ~ I~!· m 11 cny loan funds be 
used lo 1•ny p<!nsions, etc., for 
military pcrsnnnclf 

67. ~1!1!:....:.' . .J.~5. If lonn is for capital 
prn.h:ct. i :: :.:1~rc provision for 
1 ... 1.n • .approval of all contractor:; 
nnd cl.lnt1·a<:t terms';' 

(>Ii. ~;.·r..:.....:'!.,J.Q!· ~iii .m7 1.--:m fonds t.c 
lJ!'l.\:d 1,, 1•11)' ll~ o~-:>·.:~~nmcnh;? 

• 
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(,3. 1"ht! Lo~n Af:.t'<:cmcnt wiJ l p1·0·1idc for 
PpP.cif.ic use of th•! loiln funds ano tlw1·eby 
preclude allQcatfou of the funds fo1• such 
purposes. 

611. This p1"oj~ct will not involve cons­
truction of a productive enterprise. 

65. Ho loan funds uill be used for this 
purpose. 

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

67. The J.oan Ag1•e<·mcnt will so p>.•ovidc. 

68. Ho loan funds will be used to pay U.ll. 
assessments • 



b9. 

10. 

t.n·•· ~. !Cm. Ceu .. tUnuco \lith n1-.•1lu­·.: i.·,;,~; ,; .. --{1:•lth'lj"11'.'at er u .. ~:. 11ml. lucnl 
)tOT.CIOlllU.d. (A.1.n. lllJ!jttlRtion 7). 

!\:!e.: .. :~ .JJ_~. Uill ;iuy of loan funds 
be uucd tu cn1·ry out proviGiono of 
l"AA s s 209 (d)7 

71. t:1.1L~J!!.· Dc:acdbc how the Committee 
oa Avpnlpt:lnliono of tha Sunate nnd 
11,mnc hnVt! hcun or \11 l l be notf ficd 
co.1c.m·n1nr. the activity, pro&rnm, pro­
ject:• countr)•, or other operation to 
be f inft.nccd by the Loan. 

72. fil!'!:._..!_(itll.. Will any lonn funds be 
used fci1: i>unl icit.y or propar,,anda 
purt>l'r.cs ulthin the United StO.t:l not 
authu1-1:u:d by ~ongrcr.o'l 

(a) r.ortii•l iun6.~ with requirc:mumt 
thnt ut lenst 50 tJC'i: ccntuin oi 
the uru:;:. tonn•lt:e of C<ifilllDtH ties 
(co;n1>utcd !:cparatt!ly :for dry bulk 
cnrricrs, Jry cnq;;o linc.irs. m1d 
t.<tokt•n1) Ci na.1\:C'!d "~i th funds r.1!ute 
1•\·~1i h,,hu~ urad-.·r t'.:-.!$ loan r:h:;i.l he 
Lnin:;;•ill"1 c.l on 1>riv•::.t.:.ly C\111\!d u.s.~ 
flu!i l'lt;,;mcrcial V~!l.S•.•l.s to th•t l':·.-
1 en: Lha. sud a v~st:ci:; a1:c .:.v<J j i iJh le 
:\l fa Ir ancl a·c..:;.:.on<thh: ro:,~s. 

(l:t) \r i J ~:ntnf b.; :u.~dc h• ; Oil.1 
1 ~·c:ij•'.rct: t.:i 11Jv .1.11 Ol.' nny !lO:-' J•hl 
,.;- :..i•.·f, ·.il.:':f.:!rt'•H !.J.l ;:.s i;::~·" cxi:iii: 
h\•L.,.•1 •. •t• l'.::i •• •ml fJ4'.'ci.-~11-fl•tt; 
"'"L•s:•c! ,w.,, ,~s? 

, • 

ANIU;:< J 
J'.~h i.l·it c 
l'c1J',C l 'J of- ?.O 

69. This J>rovision will be complit:d with. 

·10. ~o. 

11. The LA Bureau should takr. imin~dfotc 
action ~o notify Congress as prescribc<l 
under the Act. 

72~ No loan funds will be used for 
propaganda purposes. 

73. a) Tht> Loan Agreement will provide 
fo1~ compliance with this provfoion. 

b) !lo such erant will ha n~cessary. , 



•l 

' 

14. ~.!:'.~:_~~!'.~!!_}O_~!J!~ 31 of X:.L,93-13? 
(l:/L\ (l ! l Jn;. 
WI.Tlntt)•- l;Urt c)f tl}O lor.n bl! \lttCcl 
Lo Unrmc:c dirc:ctJ.y Qi.' lndirectly 
mil •.tllry or jlnrGml i il1ll'Y opcnu: .. :u; 
by Lhc u.s. 01· by fon:J 1;11 forcc5 ln 
ur ovf:r l.nt':., C:unhOt.lin, North Vicl:nnm, 

Sout.h. Victnmn, or 'l'hnUund? 

711 • No 

75. !i..!!.<;.U.2.!!..ll.~:....9.1.:.rn'> (PM of 75. No 
19~11; At'P· :1. Hl. Uill r.ny pnrt 
of thh loa,, ht~ used to aid or 
a~si'Jt 1:cncrnlly or in the reconstruc­
t ior. of North Vietnam? 

76. !!~ s 1_12. Will any vf the funds 76. No 
app:-011riatc&! or lo<:4l cul'rcncict) 
generated us n r~oul.t of AID .usi:i-
tnncc be uscu for :aur1lo1·t of pol ice 
... r t•~·i.Hm ;;.;,~:.t;·uci: h:m and adminisL&ii­
tion in South V:l.ctnc.rn or for support of 
police training ol Svuth Vietnomeoet 

11 • ...A'!.~l!.·_!:_ _ _!!~!!_. Hi 11 nn1 of t.hc Cund:i 
appr:opd~t .. ~d for thi:t project be used 
to fu-n i :;i, i•et rol cura f:ue!s produced in 
the .. ·unlincntz:l United State:s to 
So;.'li"·~:;._ J\:;la for u:sc by :ion-u.s. 
nati.unnh? 

• 

77. No 

' 

Atnn:x J 
J:xhih.it C 
1'11&c ?.O of ?O 

.. .. 

> 




