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PREFACE
 

The Project, as presented herein, has a total cost of
 
$14,036,800, of which $8,930,000 is the amount of A.I.D.
 
financing.
 

Due to the innovative nature of the Project in the
 
Honduran context, the DAEC approved initial A.I.D. funding

in the amount of $5,000,000, which is approximately the
 
planned A.I.D. disbursement level for the first three
 
years of the five year Project life. An evaluation of
 
the first two years of Project experience will be completed

early in the third year of the Project, and an amended
 
Project Proposal will be submitted to AID/W for aoproval

of the remainder of the Project funds. All Project activ
ities except the Experimental Credit Activity will be
 
commenced during the initial three years of the Project.
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ACTION MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR (LAC)
 

FROM: LAC/DR, Marshall D. BrownI..
 ,I
 

Problem: 
 To approve a $5 million grant for the Honduras Rural
Technologies Project, No. 
522-0157, and to authorize $850,000 in
 
FY 1979.
 

Discussion: 
 The project focuses on technological constraints to
improving the well 
being of small 
farmers, small entrepreneurs, and
poor rural households. 
 Its purpose is threefold: (1)to increase the
effective utilization of labor and land on 
small farms through the use
of improved light capital 
farm Implements and structures; (2) to
increase small-scale rural 
industrial productivity and employment
through the introduction of improved production and management systems
in existing small enterprises and through the establishment of new
pilot enterprises; and {3) 
to increase utilization by the rural poor
of low-cost appropriate technologies or products designed to improve

the quality of life.
 

Although only $5million of AID funding isapproved at this time, the
Project Paper describes a longer term project having a total cost of
$14,036,800. of which it is proposed that $8,930,000 be finariced by an
AID grant and $5,106,800 by GOH counterpart. The AID grant would be
used for personnel ($2,772,SCG), technical assistance ($1,349,300),
corncdities (346,400), training ($408,500), small enterprise and
appropriate technology and dissemination funds ($3,500,000), and other
costs ($553,000). The GOH counterpart will be used for perscnnel
(32,951,700), commoalties (5555,400), 
 training ($78,700), small
enterprise and appropriate technology and dissemination funds (S700,000),

and other costs ($821,000).
 

The DAEC review meeting was held on July 5, 1979, at which time the
initial 
two and one-half years of project funding ($5 million) were
approved. 
 Following a detailed evaluation of the project in late 1981early 1982, an amended Project Paper will be submitted to AIO/W for
approval of the remainder of the project. 
 The following modifications
 were made inthe Project Paper after the DAEC meeting:
 

1. A detailed imolementation plan was added which Quantifies and
relates output targets, beneficiaries, and Institutional
 
changes to expenditures over time.
 

2. A description of technologies likely be disseminated in the
to 

early years of the project was added, e.g., 
water wheels,
threshers, grain dryers, hand plows, Lorena stoves, roof catchment systens, and bio-gas plants.
 



3. Project costs were recalculated and presented inthe PP
 
according to a functional breakdown, i.e., management and
 
coordination, identification and information, development

and adaptation, and dissemination.
 

4. A description of procedures to be followed incarrying out
 
a mid-term review of the project and inpreparing a PP
 
amendment for the remainder of the project was added.
 

The project was not included in the FY 1979 Congressional Presentation.

An Advice of Program Change has therefore been prepared and forwarded
 
to the Congress. The waiting period will expire on August 6, 1979.
 
An IEE recommending a negative determinatiQn was approved by the AA/LAC
 
on June 5, 1979.
 

Recommendation: That you sign the attached Project Authorization and
 
Request for Allotment of Funds (PAF) for the Honduras Rural Technologies

Project.
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ASSISTANT 
ADMINISTRATOR 

PROJECT AUTHORIZATION AND REQUEST FOR ALLOTENT OF FUNDS
 

Name of Country: Honduras
 

Name of Project: Rural Technologies
 

Number of Project: 522-0157
 

Pursuant to Part I, Chapter 1, Siction 103 of the
 
Foreign Assistance Act of 1961, as amended, I hereby
 
authorize a Grant to the Republic of Honduras the "Coop
erating Country" of not to exceed Eight Hundred and Fifty
 
Thousand United States Dollars ($850,000) to help in
 
financing certain foreign exchange and local currency
 
costs of goods and services required for the project as
 
described in the following paragraph.
 

The project consists of developing the capacity of
 
the Cooperating Country to improve Lncomes and the standard
 
of living in rural areas through the development, adapt
ation and dissemination of technologies appropriate f!r
 
use by small farmers, small rural enterpreneurs, and rural
 
households. (Hereinafter referred to as the "Project").
 
Through a process of analyzing national policies that
 
affect employment in Honduras, the project will also
 
endeavor to influencc policy changes that would favor a
 
more efficient utilization of national factor endowments.
 
Pilot rural industries will be developed to reinforce
 
complementary existing industries and agricultural activity
 
and to generate additional rural employment.
 

Eight Hundred and Fifty Thousand United States Dollars
 
($850,000) of the financing authorized and approved for the
 
project will be obligated when the Project Agreement is
 

.executed. W"'ithin the proposed five year project of
 
$8,930,000, I approve the total level of AID a-rropriated
 
funding of not to exce.d Five :!illion United States Dollars
 
($5,000,000), grant during the period FY 79 through FY 32.
 
I approve further inc~e-ent5 during that neriod of fundin
 
up to S4,150,000, sublact to the availability of funds in
 
accordance -with AID allotment procedures.
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I hereby authorize the initiation of negotiation and
 
execution of the Project Agreement by the officer to whom
 
such 	authority has been delegated in accordance with AID
 
regulations and Delegations of Authority subject to the
 
following essential terms and major conditions, together

with 	such other terms and conditions as AID may deem
 
appropriate.
 

1. 	 Source, Origin or Nationality of Goods and Services
 

Except for ocean shipping, goods and services financed
 
by AID under the project shall have their source; origin
 
or nationality in Member Countries of the Central American 
Common Market or Jn the United States except as AID may 
otherwise agree in writing. Except as AID may otherwise
 
agree in writing, ocean shipping financed under the Grant
 
shall be procured in the United States.
 

2. 	 Conditions Precedent to Disbursement for Other Than
 
Technical Assistance and the Proiect Coordlnation,
 
Management and Adm.inistration Activity
 

Prior to any disbursement or the issuance of any com
mitment document under the Grant, to finance other than 
technical assistance or costs associated with the Project
Coordination, Management and Administration Activity, the 
Grantee shall furnish, in form and substance satisfactory 
to AID: 

(a) A detailed description of the procedures and 
mechanisms to be utilized by the Grantee for the disburse
ment and control of Project funds; and
 

(b) Evidence that the personnel required to implement 
these procedures have been or will be employed at such time 
as their services are required. 

3. 	 Conditions Precedent to Disbursement for the Activities 
of Institutions Other Than the MOE, :NR and CD1 

Prior to any disbursement or the issuance of any com
mitment document under the Grant, to finance the activities 
of institutions other than the Ministry of Economy ('!OE),
the Ministry of Natural Resources (M4R) , and the Center 

_ _a l for Indu . Development (CDI), the Grantee will furnish, 
in form and substance satisfactory to AID: 

(a) An agreement executed between such other institu
tion and an authorized representative of the Grantee. Such
 
interinstitutional agreement will include a full description
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of the responsibilities of the parties, including but not
 
limited to, a budget of the contributions of each of the
 
parties, reporting requirements, and a description of the
 
means for evaluating the effectiveness of the activity.
 

4. 	 Conditions Precedent to Disbursement of Grant Assist
ance to Existinc Srdll Entercrises and Blacksmiths
 

Prior to any disbursement or the issuance of any com
mitment docurent under the Grant, for the purpose of dcna:ing

equipment or otherwise providing grant assistance to any

existing small enterprises or blacksmiths, the Grantee will
 
furnish in form and substance satisfactory to AID:
 

(a) A description cf the process to be used in selec
ting the small enterprises or blacksmiths to be benefited,
 
including the criteria to be employed in the selection;
 

(b) The criteria to be employed in determining the
 
appropriate amount and form of assistanre required; and
 

(c) A description of the method(s) to be used to
 
help insure that the Grant or equipment donation is used
 
for the intended purpose.
 

5. 	 Conditions Precedent to Disbursement for New Enter
prise Development
 

Prior to any disbursement or the issuance of any com
mitment document under the Grant for equity or grant finan
cig of new industry developmpnt, the Grantee shall furnish
 
in form and substance satisfactory to AID:
 

(a) 	Criteria for initial and final project selection;
 

(b) The methodology to be used for determining the
 
technical, economic and financial feasibility of the project;
 

(c) guidelines for determining the preferred mode of
 
financing and disbursement, and :ontrol procedures; and
 

(d) Model agreements to be used when providing such
 
financing.
 

6. 	 Special Covenant
 

The Grantee ccvenantz that, unless AID otherwise azr3es
 
in writing, any and all reflows to the Small Enterprise Fund
 
will be used solely in accordance with tho purposes orig
inally established for the Fund.
 



____ 

Assistant Administrator
 
Bureau for Latin America
 

and the Caribbean
 

L% I I."7 
Date 

Clearances: 
LAC/DR, C. Peasley L. 
LAC/DR, M. Brown - t 

date 7,/,f 
date 

LAC/CEN, W. LukJE--".,.4i date_ 

GC/LAC; J,"' ler:ec: 7/26/79 :x29182
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BACKGROUND
 

A. 	 Overview
 

1. 	 The Role of Small Farmers and Rural
 
Industry in Honduras Development
 

a. 	 GOH Strategy
 

Transformation of the rural sector through the Agrarian

Reform program and through building of agricultural institutions
 
and delivery systems is a high priority of the Government of
 
Honduras. Its strategy is to improve access of the reform farm
 
groups and small independent farmers to the resources provided by

these institutions. A high priority has also been given to the
 
development and delivery of farm technologies in the draft GOH
 
National Development Plan 1979-1983. Agrarian Reform and traditional
 
small farmers, representing the largest group of the rural poor,
 
are in need of new and improved technologies. Efforts for developing

and designing appropriate farm technologies have just begun and will
 
require continuous strengthening over the next few decades.
 

The importance of small-scale industry in the development

of Honduras, stated in the draft National Development Plan,has
 
only recently been recognized. Experimentation with delivery

of services and benefits to small-scale industry began during

the 1974-1978 Plan. However, much of this work has been carried
 
out with-urban small enterprise.
 

b. 	 Rural Poverty -- Small Farmers
 
and Small Enterprises
 

(1) The extent of rural poverty among

the 66 percent of the population that live in the rural areas
 
is estimated at 360,000 families (93 percent of rural families
 
and 61 percent of the total population). The level of rural
 
poverty measured in terms of income is substantial; estimates
 
of annual per capita income among this group range from $50
 
to $260. More than 90 percent of rural farm housholds are
 
below the poverty level as defined by income criteria. /
 

(2) 	In the small farm sector, traditional
 
farmcrs principally produce corn, beans, sorghum and rice.
 
Almost 90 percent of production on these farms is in these basic
 
grains for subsistence. The level of technology is traditional,

utilizing primitive planting sticks, machetes, hoes, and axes.
 
For the most part the small farmer is not integrated into the
 
national market except to the-extent to which he sells
 

I_/ 	$255 in 1977 dollars; a more detailed description can be
 
found in the GOH/AID Agricultural Sector Assessment 1978.
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some of his grain for cash, which is later used to buy back
 
grain for family comsumption.
 

The small farmer has few alternatives for changing his
 
technology except at great risk. The alternative technologies

available to him are intensive capital technologies using modern
 
inputs. His access to these technologies is limited by the
 
quality and size of h!s land resources, and by lack of access
 
to credit and technical assistance.
 

The small traditional farmer lacks knowledge and information
 
about markets and has little leverage in the market because
 
of his isolation and the small size of his production.
 

(3) Small-scale enterprise in the rural
 
areas 1/ is an important source of employment and income generation.

Small enterprise 2/ includes an estimated 75,000 manufacturing

enterprises with total employment upwards of 175,000 people,

including the entrepreneur. The cost required to establish
 
a workplace in the average small rural enterprise is approximately

$110.
 

Manufacturing activity is traditional; ninety-five percent

of all productive enterprises in the rural areas use very simple

technology and are in effect micro-enterprises. Average employ
ment is 2.3 persons per enterprise. The bulk of these enterprises

produce consumer items such as clothing, food, wood products, and
 
shoes. Production is sold in a very limited local area and
 
there are few forward linkages to the modern-industry sector
 
and few backward linkages to the farm sector. 

The rural entrepreneur, like the small farmer, is similarly

constrained by his lack of information about markets and technolo
gies and his limited managerial capability. Because of this and
 
his fragile capital base he must limit his production to a fixed
 
market demand which has continuity over the long term. His size
 
and his isolation give him little leverage to expand into new
 
products and/or markets, or to capture adequate quantity and
 
quality of prime material inputs. Expansion of production often
 
represents a rirk that is beyond his managerial capacity.
 

The GOh has not yet developed an aggressive strategy to
 
move rural enterprise from its traditional production and market
ing approaches toward a modernized sector. The rural
 
enterprise subsector not only has potential for increased
 

i_/ All statistics and estimates are from the Survey of
 
Rural Industries, CDI and USAID/H, 1979. (See Annex G)
 

_/ 	Throughout the project paper the rural enterprise target
 
group is referred to as small enterprises or micro-enterprises

which includes both the artisans (0-4 employees) and small
 
enterprise (5-19 employees) as defined by the GOH.
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employment but will be needed in the long run to satisfy increased
 
demand coming from the farm sector as it expands.
 

C. Employment and Underemployment
 

Estimates of unemployment in the rural areas range from 5 to 30
 
percent and virtually all rural landless are underemployed or have
 
limited seasonal employment opportunities. 1/ Those small farmers
 
with farms in the 1 to 35 hectare range are employed only 180 days
 
per year.
 

At the present time, the industrial sector in Honduras has a
 
relatively high capital intensive industry base located ir the urban
 
areas of Tegucigalpa, San Pedro Sula, and to some extent in La Ceiba.
 
Approximately 90 percent of the small, medium and large industries are
 
located in these urban areas and employ about 40,000. This modern in
dustry relies heavily on imported capital equipment and inputs, with
 
few forward or backward linkages into the rural areas. Of some 75,000

micro-industries which employ 175,000 2/ about 90 percent are in the

rural areas and produce primarily for local consumption with little
 
output of semi-finished products destined for the modern urban
 
based industries.
 

B. Development Strategy
 

1. Growth with Equity. A development approach which

focusses on small farmers and rural industry fits current thinking

with regard to the "growth with equity" strategy, i.e., the key to
 
development is in increasing participation in productive

enterprises; incorporating small farmers into commercial agriculture

and expansion of rural industries. The objective of equitable growth

is most likely to be achieved through stimulation of the small
 
farm and small scale industry sectors.
 

Experience indicates that farmers will not produce more unless
 
they can market and receive a fair price for their goods and obtain
 
fertilizer and other inputs needed to increase output. Expanding

agricultural production will require increased production of farm
 
implements, processing industries, fertilizers, irrigation equipment

and construction materials at prices farmers can afford. 
Through

the expansion or establishment of small industries in the rural
 
areas not only will the small farm sector be served but Increases
 
in employment in industries will create increasing demand for
 
farm products.
 

In Honduras, expansion of farm production through the strategy

of improving technology and the GOH systems for its delivery is
 
already underway. However, there is need for 
a strategy to accelerate
 
the movement of the traditional rural industry sector to a higher
 

1/ Unpublished estimates of CONSUPLANE.
 

2_/ Survey of Rural Industries, CDI/USAID 1979
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level of production and productivity using appropriate

technologies.
 

The 	challenge presented by this development strategy is to

develop systems which both find and deliver technologies appropriate

to the small farmers and rural entrepreneurs in terms of their
 resources and capabilities. A development strategy for Honduras

which is focussed on building the institutions and systems to

deliver appropriate technologies to both the small poor farmer

and 	rural entrepreneur is 
in accord with both current development

theory and the mandate of Congress to attack the problems of rural
 
poverty.
 

C. 	 The Role cf Appropriate/Light Capital Technology

As a Development Tool
 

The 	now somewhat discredited development strategy referred
 
to as "trickle down" has as 
its 	goal rapid expansion of industrial
 
capacity in the modern sector. 
 It assumes that the traditional
 
sector cannot, by its nature, expand productivity or incomes.
 
Rapid expansion is accompanied by importation of existing technolo
gies from developed countries which typically are capital intensive
and very often inappropriate to 
the 	natural, human and infrastruct
ural 	endowments of the LDC. The dilemma faced by the LDC is to
 
accept inefficient productio'n with little increase in GDP in the

traditional sector or to buy sophisticated technology, which often

results in unusable capacity, dependence on foreign technicians,

and 	inefficient use of resources. 
The lack of effective alternatives
 
within these two extremes contributes to "low productivity, low
income, rural to urban migration and lack of basic services, par
ticularly in the rural areas." I/
 

An objective of appropriate technology 2/ is to provide some
alternatives for LDC's and to assist them in understanding the consequences of their choice. 
 It is most appropriate in Honduras

which lacks both capital and skilled human resources that the

technologies be designed to conserve capital and utilize relatively

abundant unskillel labor.
 

However, more than the existence of new or improved technologies

is required to solve the problems in the rural farm and nonfarm sector.
Abundant new and appropriate technologies which can be applied in the two
 

_/ 	Peter Askin; Intermediate Technology: An Informal Survey;
 
page 364.
 

2/ 	There are an interesting array of definitions of appropriate/

intermediate/light capital technology in the literature. 
 It is
 
not 	the purpose of this projesct to enter the great debate.

We therefore have decided to accept the following working

definition -- tools, production systems, techniques or

methodologies which take advantage of the relative scarcity

of capital and surplus of labor, i.e., technologies which
 
require a small amount of capital investment per worker employed.
 



- 5 -	 UNCLASSIFIED
 

rural subsectors can be found in the technology information
 
systems around the wor'.d. What is lacking for the application of
 
an appropriate technology strategy are indigenous development,

adaptation and testing institutions, an adequate human resource
 
base, and effective delivery systems. 1/
 

The strategy envisioned in this project is focussed on a
 
problem-solving approach to the needs and conditions of the small
 
farmer and the rural entrepreneur and the expansion or establish
ment of a Honduran development, adaptation and delivery system.
 

D. 	 National Development Goals
 

The National Development Plan 1979-1983 in its current draft
 
form emphasizes increased employment and income. This had been
 
a goal in the previous development plan but it has now taken more
 
concrete form, i.e., in the emphasis on increasing employment

in the farm sector through the development and delivery of appropriate

technologies and; in the industrial sector by increasing availability

of technical assistance and establishing an incentives structure
 
for small and medium scale industries which encourages decentraliza
tion into rural areas. The implementation element of the plan

deals with specific projects aimed at import substitution and
 
stabilization goals in the frontier zone and lacks a specific

industrialization strategy in the rural areas to achieve increased
 
employment and income.
 

However, priority is accorded to small scale industrialization
 
in the 1979-1983 Plan and recent actions of the GOH to approve
 
a Small and Medium Industry and Artisan Law and a law that establishes
 
an important development role In small scale industrialization
 
in the semiautonomous institution, Centro do Desarrollo Industrial
 
(CDI) represents a policy commitment to this sector.
 

E. 	 GOH and International Donor Programs in Small Farmer
 
Technologies and Small Scale Industry and Artisanry
 
Development. 2/
 

There are no programs dealing with the technology needs of
 
small farmers other than the current Ministry of Natural Resources/AID

Small Farmer Technology Pruject (522-0123), the Agricultural Sector II
 
Program and the Agricultural Research project (522-0139) which are
 
described elsewhere.
 

/ 	This need has been clearly stated in the World Food and
 
Nutrition Study carried out by the National Academy of
 
Sciences in 1977, by the U.S. paper prepared for the
 
United Nations Conference on Science and Technology, and
 
by several A.I.D. policy papers over the last few years.
 

2/ .Moredetailed descriptions of these programs are in Annex I.
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In the development of small industry there are and have been several
 
activities. In 1960 the Centro Cooperativo Tfcnico Industrial (CCTI)
 
was established by the GOH with the help of ICA. It's purpose was to
 
serve as a center for industrial development programs. It has provided

technical assistance and training to small industry and commerce. Until
 
recently its programs have dealt primarily with artisans. Other GOH
 
agencies also have programs for financing of small enterprise such as
 
the National Corporation for Forestry Development (COHDEFOR) and training

such as the National Institute for Professional Training (INFOP). In
 
addition to an earlier small industry guarantee fund, the Central Bank
 
has recently signed a US $20 million program with the World Bank for
 
credit to small and medium industry. The National Development Bank had
 
until 1977 an active program in industrial credit. The National
 
Investment Corporation (CONADI) also has programs to stimulate industrial
 
development in large scale industrial projects. Recently the GOH issued
 
decree laws to provide incentives to small and medium industry as well
 
as to reorganize the CCTI into an Industrial Development Center (CDI)

with a broader scope and responsibility in small and medium industrial
 
development.
 

In addition to the World Bank loan, the Interamerican Development

Bank is negotiating a US $500,000 credit fund with CDI for urban
 
artisans, and, the OAS and UNDP are providing CDI some industrial
 
development technical assistance.
 

Whereas in the small farmer technology area there are no other
 
directly related GOH or donor activities, in the small industry

sector there is a variety of projects and activities. None of these
 
current activities are directly aimed at rural small scale industries.
 
The Rural Technologies Project which is exclusively focussed on
 
the rural, small enterprise is additional and complementary to
 
current GOH and donor programs.
 

F. U.S. Mission Strategy
 

The January 1979 Country Development Strategy Statement (CDSS)

outlines the U.S. approach to effective development in Honduras,
 
i.e., available resources (natural, human, financial, and technolo
gical) must be better utilized to achieve growth with equity objec
tives. The U.S mission strategy is to strengthen and improve

management an' technological processes and structures. Special

emphasis is given to planning and analysis, development management,

delivery systems, human resource development, and technologies

appropriate to Honduras' conditions.
 

An integral part of the strategy for agricultural development

is the development, adaptation and delivery of appropriate technolo
gies for small farmers. Delivery of appropriate technologies

for small rural industries and rural households is emphasized
 
as an important complementary strategy for reaching the nonfarm
 
rural poor.
 

The Rural Technologies Project which is described in the remainder
 
of the project paper seeks to build the necessary Honduran insti
tutions to develop, test, demonstrate and deliver light capital
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technologies and related technical assistance to small farmers,
small rural enterprises and to rural pcor families. Its goal
is to improve incomes of small farmers and entrepreneurs; and to
 
improve the quality of rural living.
 

G. Origin of the Project
 

In 1975, A.I.D. assisted the GOH with an agricultural sector
 
program through the Ministry of Natural Resources (MNR). Part of
 
that program was designed to assist Agrarian Reform farms. During
 
program development A.I.D. and the MNR concluded that one of the
 
problems of the agrarian reform groups as well as the small
 
independent campesinos was the lack of tools, implements and
 
machinery.
 

As a result the MNR/A.I.D. developed the Small Farmer Technolo
gies Projec7 (522-0123) in 1976. Its goal is to increase the

productivity of small farmers by improving access to choices of
 
technology suitable to their needs and conditions. Its strategy

is to develop a capacity within the agricultural sector for identi
fying and developing a wide range of farm technologies; to select
 
appropriate technologies for each of a number of types of farming

enterprises with differing ecological, social, agronomic and organi
zational conditions; and to finance relevant farm investments
 
based upon detailed farm investment plans.
 

Congressman Clarence D. Long visited Honduras in January 1978,

and took great interest in the campesinos; their problems'-their
aspirations. Although favorably impressed with the light capital

technologies -- in use and proposed -- he forsaw the great and 
positive impact which would occur if light capital technologies were
 
employed on a nationwide basis. He was concerned about impact

within a relatively short period of time. Mission interest largely

coincided with that of the Congressman. There was also growing

interest on the part of the GOH in part stimulated by the AID/MNR

sponsored Small Farmer Technology Seminar, held at El -amorano,

Honduras in May 1978. 
 The Seminar hosted a number of participants

from several countries representing a wide var4 ity of expertise.

Subsequent discussions between A.I.D. and the GOH led to the
 
conclusion that the GOH should accelerate its efforts in small farmer
 
technologies and expand its scope of activity to encompass rural
 
productive industries. The Development and Adaptation unit formed
 
under the original project was seen as an 
initial effort in establish
ing a national capacity for development of appropriate small farmer
 
technologies. It was determined that this effort should be amplified

substantially and expanded to include the rural small-scale industry

subsector and rural households.
 

H. Rationale
 

The largest portion of the rural poor in Honduras consist of
small farmers, landless laborers and rural unemployed. Except
for the Agrarian Reform Program, few past efforts havo been focussed 
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on imprcving productivity or expanding employment opportunities

in the rural areas where they live.
 

The Small Farmer Technology component of the Rural Technologies

Project is designed to increase the productivity of small farmers
 
by improving access to choices of technology suitable to their
 
factor endowments. The greatest single constraint to increased
 
income in the rural areas, given the relative fixity of land and
 
available investment capital, is rudimentary technology which is now
 
widely used. The development of technology which is appropriate
 
to the limited endowment of small farms is a more viable alternative
 
than attempts to consolidate thousands of micro-farms on the one
 
hand, or generating alternative employment opportunities for micro
farmers, on the other.
 

The expansion of the Rural Technologies Project into a broader
 
area than the original Small Farmer Technologies Project is based
 
on a dual rationale. First, there are a number of industries with
 
important linkages to the agricultural sector in addition to the
 
blacksmiths originally identified to produce the new technologies.

Agro-industrial processing industries can contribute to increases
 
in the demand for certain kinds of produce. Some types of technolo
gy require carpentry and wood-processing as well as blacksmithing,
 
e.g., plows, water wheels and grain storage facilities. The 1979
 
GOH/USAID Rural Industry Survey has shown that all types of industry

flourish in the regions of greater agricultural production because
 
of backward and forward linkages to the agricultural sector.
 

In addition, it has become clear that small-scale rural indus
try has the potential to contribute to a broader GOH development

goal, i.e., an increase in employment and income for the rural
 

.poor majority. The preliminary findings of the Rural Industry

Survey are consistent with findings in recent studies, principally

the Sierra Leone small-scale industry study, which has shown that
 
small-scale industry can contribute to meeting both employment

and output objectives in a developing nation. These industries
 
generate more output and more employment per unit of capital than
 
do the large-scale industries. The labor intensity of small-scale
 
industrial firms in Sierra Leone was 17 times higher than in large
scale firms, and the output capital ratio was over twice that
 
of large-scale industries. It was concluded that small-scale
 
industries could generate the maximum industrial output and employ
ment per unit of scarce capital. Furthermore, contrary to some
 
economic theory, profit objectives need not be foregone when invest
ing in small-scale industry. Small-scale industries in Sierra
 
Leone generated a positive profit.
 

The most important conntraints of small enterprise, identified
 
in both surveys, are lack of management skills; lack of access
 
to technical information and Improvad technologies, and; lack
 
of knowledge of market opportunities.
 

The expansion of assistance beyond the original small farmer
 
oriontation will contribute to the achievement of GOH income and
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employment goals in the rural areas. It also has the potential 
of reducing some of the rural-urban migration.
 

The inclusion of rural households in the project has two
 
objectives: increase in the quality of life of the rural poor,
 
and improved utilization of family resources.
 

The rationale for this component of the Project is that while
 
numerous technologies have been developed elsewhere for improvement
 
of household conditions, there is no system in Honduras for testing

their appropriateness for local cultural conditions or for delivering
 
such technologies.
 

I. Project Strategy
 

The key problems of the target groups are lack of access
 
to new nr improved technologies, technical assistance and information.
 

The strategy for getting at these problems is to build systems
 
for identifying the constraints of small farmers, entrepreneurs
 
and rural families, and; to develop, adapt and deliver appropriate
 
technologies designed to fit the needs and conditions of these
 
target groups.
 

The underlying approach taken by the Project is one of problem
 
solving. The target groups' problems are at the center and are
 
the source of the actioni. In this sense, the approach differs
 
from projects that deliver pre-determined technologies and solutions.
 
The project, therefore, will build the indigenous capacity to seek
 
out and identify problems in their context and find and deliver
 
those solutions which fit the ta-get groups' needs. As a result,
 
there is a very heavy emphasis in the project on problem analysis,

studies, development and adaptation capacity, infori1on systems

Ehd policy analysis.
 

A guiding principle of the project strategy is to utilize and
 
build on existing Honduran institutions and capabilities to the
 
maximum extent; to capitalize on already established roles and
 
interests which are both appropriate and needed to reach the
 
project goals and: to forge these institutions into a purposeful,
 
collaborative network with common goals. No new institutions
 
are established; current organizational roles and capacities are
 
expanded and extended. As a result the number of institutions
 
and units involved in the project is 3ubstantial; high quality
 
management and coordination skills and administrative arrangements
 
are essential. For that reason the management and administration
 
elements of the project receive special emphasis.
 

As a corollary to the problem-solving approach and the principle

of utilizing existing institutions, the Project has three systems
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organized around the target groups, i.e., 
small farmers, rural
 
entrepreneurs and rural families. 
 1/ Essentially one development

and adaptation and information network will serve all three systems.

However, each system will have its own problem identification and
 
analysis element as well as 
its own delivery and dissemination
 
sub-system, e.g., 
blacksmiths, machine shops, extensionists and
 
promoters of the GOH agricultural agencies are the key elements
 
in the delivery system for small farmers. The rural enterprise

delivery system is composed of a small industry extension staff
 
specifically organized to serve its client group. 
The voluntary

agencies, Peace Corps and other social service organizations which
 
are located in the rural areas make up the core delivery element
 
for the appropriate technologies for the rural households system.
 

A second, but no less important, guiding principle of the
project is that development of the capability of the target groups

as well as the Hondurans who will work in the project systems

is essential for achieving both institution building and project

goals. As a result, there is a substantial element of short and

long term training as well as 
support to the National University

of Honduras (UNAH) to build its capacity to mold and produce the
 
necessary human resources.
 

J. Relationship to Other A.I.D. Programs
 

The Small Farmer Technologies Project (522-0123), which is
 
grant funded, will be absorbed by the Rural Technologies Project

as a central component (see "Origin of the Project"). The original

project was 
to provide funding to the Pan American Agricultural

School 
(EAP at El Zamorano) under a contract arrangement with the

Ministry of Natural Resources for 3 1/4 years beginning in the

Transition Quarter of 1976. The funding was based on modest
 
expansion of EAP facilities and use of faculty and students for
 
staff. Because of resource problems and policy changes at EAP no

action was begun on the project and the contract with EAP was can
celled in November 1978. Arrangements were then undertaken to

establish the SFT unit within the MNR Agricultural Research Program.

By March of 1979 initial staffing actions were begun.
 

During 1978 the conceptual basis for the original project

ideas was expanded to include both a saturation demonstration phase

for the implements developed by the SFT unit and a technical assis
tance extension service for rural industries.
 

The proposed Rural Technologies Projec; increases the time for

the SFT element to five years. The current grant will provide

funding to build a facility, hire full time staff, provide equipment,

purchasing of prototypes and vehicles for the first year of the
 
project (This is shown as non-add funding in the project budgets).

The Rural Technologies Project will provide funding beginning the
 
second year for continuation and expansion of these activities
 
through the fifth year.
 

.1/ These sy3tems are described in the following section.
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The technological improvements developed by this Project will
 
be entirely consistent with, indeed complementary to the development

of new agronomic practices and technologies under the Agriculture

Research Project (522-0139). The Director of the National Agricultu
ral Research Program is responsible for supervision of the mechanical
 
and the agronomic research elements, and both units will be physically

located together at the Comayagua Research Station. One of the
 
agricultural engineers will be assigned to work with the agronomic

unit,'and all program plans will be coordinated among the researchers.
 

This project will also complement and be supported by the propo
sed Agriculture Sector I! Program. 
The expansion and improvement of

the MIR Extension Service will provide a firm basis for coordinated
 
demonstration and dissemination of plans and programs for the agri
cultural implements, machinery and farm structures to be developed

by this Project. In addition, human resource development under Agri
culture Sector I and II will provide an expanded pool of long term
 
participant agricultural engineers and rural sociologists from which
 
the Rural Technologies Project can draw.
 

The current ROCAP project with ICAITI in appropriate technology

research and technology transfer will be a source of direct assistance
 
to both the Centro de Informaci6n Industrial LUNAH) and the Centro de
 
Desarrollo Industrial (CDI). In fact, arrangements have been made for
 
the ICAITI representative in Honduras to work closely with the CDI.
 

The proposed ROCAP project on fuelwood and energy is being care
fully coordinated to assure that the energy development and adapta
tion capability at the UNAh, under the Rural Technologies Project,

will be able to capitalize on the work of ICAITI and CATIE.
 

Other planned USAID/H programs in Water Management and Natural
 
Resources will be carefully linked with this project to assure mutual
 
support and close coordination.
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11. 	 DESCRIPTION OF PROJECT SYSTEMS
 

A. 	 Project Design
 

During the development of the original Small Farmer Technolo
gies 	Project (522-0123) a number of surveys were carried out to
 
identify current technologies and constraints of small farmers
 
as well as blacksmiths. The Small Farmer Technologies Seminar
 
held 	at El Zamorano in May 1978, also added to the knowledge about
 
technology levels and needs of small farmers and blacksmiths.
 
Recommendations from the seminar participants dealt with the need
 
for a systems approach to developing and delivering new technologies
 
and methods for identifying needs.
 

Additional data about small farmers was generated by the
 
1975-1978 ATAC Survey of small farmers and the AID/GOH Agricultural
 
Sector Assessment of 1978.
 

In 1978, the Intermediate Technology Development Group (London)
 
carried out several consultancies which resulted in a series of
 
design recommendations for appropriate technologies systems for
 
both small farmers and rural entrepreneurs. As a follow-up, con,
 
tracts were made to VITA and AITEC of Costa Rica to analyze and
 
provide design advice on management and technical assistance to
 
rural enterprisi and appropriate technology information systems.
 
Additional assistance was provided by AID/W technical personnel
 
from LAC/DR and DSB/RD.
 

A contract was made with a local consulting firm to carry
 
out analytical studies of the role of industry, rural employment
 
and income, and evaluations of public and private programs related
 
to rural industrialization.
 

An analysis of rural industry was carried out January-April,
 
1979 by surveying over 2,000 rural entrepreneurs in selected zones
 
of Honduras. The survey design was a joint effort of CDI, A.I.D.
 
and the Department of Economics of Michigan State University (under
 
a contract with AID/DSB/RD). 1/
 

The primary role in design of the project was assigned in
 
September 1978 to a GOH Rural Technologies Working Group, headed
 
by the Executive Director of the Technical Secretariat of the
 
Agricultural Policy Commission.
 

The project design that resulted from this process is basically
 
three systems which develop and deliver new and impruved technologies
 
for three target groups: small farmers, small rural enterprises
 
and poor rural households. The three sy, tems each have development,
 
testing, demonstration and dissemination functions. However, they
 

I_/ 	A complete description of the survey as wall as a resulting
 
analytical profile of rural enterprise is contained in
 
Annex G.
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use in common some information organizations as well as development

and testing organizations. The systems are designed to build
 
on and to use to the maximum extent existing institutional capaci
ties and skills.
 

B. The Small Farmer Technology System
 

This system includes the Small Farmer Technologies Development
 
and Adaptation Unit (D & A) under the Ministry of Natural Resources
 
and the Centro de Desarrollo Industrial (CDI) as the two central
 
organisms supported by a number of information and technology 
testing institutions. (See Illustration). The initial effort
 
of the Small Farmer Technology D & A unit, working in close collabo
ration with the agronomic research team I/ will be to identify
 
needs of small farmers in varying conditlons. Another way in 
which needs will be identified will be by conducting research
 
and statistical surveys of small farmers including labor, capital
 
and technology utilization over an entire agricultural yca-.
 

Other sources for the identification of needs for me:hani
cal technologies for small farmers will be through contacts with
 
e.g., agricultural extension agents, promoters of the National
 
Agrarian Institute and campesino labor unions. Once a widespread

need is established the D & A technicians in collaboration with
 
the technical information officer will search for possible solu
tions through the information centers in Honduras such aj, CDI, 
CII-UNA, CEDIA; and through external information systems and 
consulting orqani.ations such as, Georgia Tech, Brace Institute, 
VITA, ITDG, etc. The D & A technicians will sift th: 'gh the 
information to identify the technical solutions that iem to be
 
the moot promising in terms of the HorAoran mnall farmer. C'Is 
industrial engineers will be co abor, . with the D & A u..it
 
in reviewing possible solutions in tar:. of availability of mate
rials and practicability of local production.
 

The selected prototype implements or machines which will 
be purchased or fabricated will then be tested on the experiment
station and, in some canes on local farms near the experiment 
station. Those prototypos which meet the test of appropriateness 
at this stage will be produced in a limited quantity for more 
rigorous field tenting. CDI will contract with a selected group
of 75-100 blacksmiths and machine shops 2/ to produce the addi
tional prototype items for field tonting. 

Once field tents have boon comploted, a program will be worked 
out jointly betwoon the D & A unit and CDI for broad-ocalo produc
tion (by the blackumiths) and domonstration of the now technology. 

I/ Thin team in partially fqndd by AID Projoct 5200139.
 
2/ The blackimithn and machine ohopm will be on-octod on the
 

basis of proximity to t:A target farmers And will have
 
rocoived tochnical angiatanca and oquipmnt from CDI and 
training from nPOP,
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That program plan will be submitted to the Small Farm Technologies

Advisory Panel for their review and suggestions and to the Rural
 
Technologies Management Committee for a management decision.
 
The program would include maximum use of agricultural extensionists,

INA promoters, campesino unions and other institutions dealing

with small farmers in the selection of demonstration farms, for
 
training of farmers in the use of new implements, and for informa
tion dissemination.
 

Upon completion 'f the on-farm demonstration, an evaluation
 
will be made of the implement in terms of technical and marketing
 
criteria. The results of the evaluation will be incorporated

into training programs, and technical, production and marketing

pamphlets and information for distribution to blacksmiths, produ
cers, extensionists and other information dissemination organiza
tions dealing with small farmers.
 

C. Rural Industrial Assistance and New Industries System
 

1. Rural Industrial Assistance
 

This system has as its objective the delivery of management

and technical assistance to existing rural industries, and to
 
selected blacksmiths and machine shops and; the expansion and
 
creation of new industries in the four selected rural zones in
 
Honduras (Departamento de Ocotepeque, Marcala-Goascorln, the Jamas
trdn and Guayape Valleys. See map).
 

The central organization in carrying out this system is the
 
Centro de Desarrollo Industrial (CDI). One part of the system

is for the delivery of technical and management assistance to
 
existing enterprises in four selected rural zones.
 

The followinq diagrams illustrate the way in which the system

will operate and the delivery and feedback system.
 

Each zone will have between two and four extension workers
 
who are trained primarily in business management. They will pro
vide Cay-to-day contact with participating entrepreneurs, continuing

ro.itoring of progress, and identification of training needs.
 
The extension workers will be backstopped by a Zonal Office in
 
each 	of the four zones. This office will be staffed with middle
 
level personnel who will work with the extensionists and the entre
preneurs in identification and solution of problems, development

of plans for business improvement, etc. The Zonal Office will
 
also be providing assistance directly to selected blacksmiths
 
and machine shops who are participating in the Small Farmer Techno
logy System. i/
 

I_/ 	Zonal Offices will also provide this assistance to black
smiths and machine shops in areas outside the four zones.
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The field staff will be backstopped by the CDI Program Sup
port Division in Tegucigalpa, staffed with more highly trained
 
specialists and; by the CDI Information Center and its network.
 

INFOP will be working in collaboration with the CDI Program
 
Support Division and field staff in training design and, will
 
offer more formalized training courses in technical and management
 
subjects related to the needs of the rural enterprises.
 

2. New or Expanded Industries
 

The approach to expanding current industries or establish
ing new indutries has as its objective increasing the value added
 
in the rural area to capitalize on natural resources such as stone,
 
clay and wood, and productive resources, particularly farm and
 
livestock products.
 

Four types of industries will be explored:
 

-- Industries for which raw materials can be produced in the 
rural areas, such as food and beverages, wood products, leather
 
and ceramics;
 

-- Irdustries where the production process is simple and/or 
labor-intensive, such as natural textiles, glass products, and 
building materials; 

-- Industries where subcontract relations between small and 
large firms can be promoted, such as metals, machinery and tools, 
parts and components; 

-- Agricultural products industries which may contribute to 
the increase of farm incomes. 

The program would develop in four stages:
 

Stage I
 

a. Undertake studies to identify unsatisfied local demand for
 
basic agricultural and other products.
 

b. Study the structure of the producers outside the local area
 
to determine feasibility of competitive production.
 

C. Identify where local raw materials are (or can be made) avail
able which can be used to satisfy the demand.
 

d. Select likely areas and products/processes for further investi
gation with a view to establishing pilot projects.
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Stage II
 

a. Identify the appropriate technology to be applied in respect
 
of each proposed industrial enterprise.
 

b. Make initial estimates of local production capability within
 
the selected areas including availability of labor, level of skills,
 
local financing capability, and; also, bearing in mind the potential
 
for local manufacture of the required plant and equipment.
 

c. Consult with local communities in potential pilot project
 
areas, where appropriate.
 

d. With approval of the Ri Tal Technologies Management Panel,
 
establish priorities and make final selection of pilot project
 
and project locale.
 

Stage III
 

a. Prepare a preliminary project design.
 

b. Conduct intensive analyses of technical production systems,

labor, markets, and economic and financial feasibility. Investment
 
sources will be identified and local participation, support and
 
attitudes will be investigated.
 

c. Prepare project proposal for review and advice by the
 
Small Industry Advisorv Panel. and: review and approval by the
 
Rural Technologies Management Panel.
 

Stage IV
 

On approval of project proposal:
 

a. Carry out any necessary development and adaptation to establish
 
the viability of the technology in relation to local factors.
 

b. Develop final project design including product, production,
 

management, marketing systems, financial and implementation plans.
 

c. Field test and modify the technology as necessary. 

d. Arrange financing. 

e. Fabricate and install the pilot plant/process and operate 
under normal production conditions, in order to: 

-- establish the flow of raw materials; 

-- test acceptability of the product and verify the market; 

-- establish quality controls; 

provide technical and management training to local
 
personnel.
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f. 	 Provide continuing advice and guidance.
 

g. Establish priduction and/or financial targets at which point
 
any CDI equity should be liquidated.
 

Stage V
 

Identify opportunities in other zones to introduce the developed
 
processes or industry with local adaptation as necessary and repeat

Stages II and III as appropriate for those areas.
 

Finance
 

The approach for the development of small rural industries
 
envisages a very flexible program given the limited experience
 
in developing rural industries in Honduras, and the possible conT
 
straints to their development. Such an approach must carry a
 
high degree of risk. The financial risk involved in most projects

will be carried by the Small Enterprise Development Fund during
 
the initial development phases of each project, i.e., feasibility

analysis and project design. Financing for the implementation

and operating phases will be sought from commercial and other
 
financial institutions, individualsr etc.
 

The Small Enterprise Development Fund, which will be managed

by CDI, can be utilized to finance, wholly or in part, the costs
 
of the implementation phase of the pilot projects. 1/ However,
 
it would only be used for this phase as a last resort.
 

D. 	 Basic Needs Appropriate Technology System
 

This system has as its objective the delivery of new or improved
 
technologies which would have the effect of improving the quality
 
of life of rural families. CDI will be the central institution
 
for managing this system; identifying needs and proposing projects
 
for the development of new technologies, as well as selecting

PVO's and other institutions for the dissemination of technologies
 
to rural poor families.
 

Two focal points within CDI will be the Information Unit
 
which will identify new technologies through its information acti
vities and make proposals for new projects; the other focal point
 
will be in the Socioeconomic Studies Unit in which a full time
 
social science analyst will be identifying problems by reviewing

studies related to the rural poor, case studies, etc.; investigating
 
conditions in the field, and; interviewing rural poor families,
 
campesino uniois, government institutions such as, INA, the National
 
Social Welfare Board (JNBS), etc. The analyst will develop a
 

1/ 	 See Detailed Project Description and Administrative Arrange
ments for criteria and explanation of the fund.
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priority listing of problems which are susceptible of solution
 
and to development, adaptation and/or dissemination of technologies.
 

The plan and priorities will be reviewed and approved by
 
the Rural Technologies Management Panel and other technical panels.
 
Individual project proposals will be reviewed and approved by
 
this panel and CDI management at each of the following steps in
 
the development process:
 

(1) Research, development and adaptation;
 

(2) Testing and demonstration; and
 

(3) Active dissemination.
 

CDI will rely primarily on the Development and Adaptation
 
network and voluntary agencies to actually perform the work.
 
These institutions will be contracted, utilizing funds from the
 
Appropriate Technologies Fund. 1/ The following diagram illustrates
 
the way in which this system would operate.
 



- 24 -

LSL NES APPTLT; INCj2 JS 

Campesinos 
 H
and Studies Analyss Itiutions
 
Unions t
I i] 11 

Needs

7 
P Progra7s-riority 

Proj c 
Identification
 

Information Appropriate 
Unit f Tchnologies 

Development Development External 

Socio/Economic -and Adaptation and network 
Studies Unit Adaptation Adaptation

and Network 4 ICAITI 

Dissemina- -- IICA 
Rural Techoolo- I.tion Fund N NHIC 
$ies Management ITesting CINIT 
Coittee and II


J DemonstrationCII 
1,_ . Brace 

- S F T InstituteTechnical 
R & D Georgia 

Tech. 

Dissemination 4 VITA 
Vol Age
 

ITDC
 
Other
 

Natic ,al 
Institutions
 

OtherDisemination 
Network
 

Vol Aga
 

Privata
 
Institutions
 

CON
 

Institutions
 

Others
 



- 25 - UNCLASSIFIED
 

III. DETAILED PROJECT DESCRIPTION
 

A. Goal and Purpose
 

The unifying element of the Project is found in the means
 
rather than the ends of the Project. That unifying or common

element is the application of appropriate technology to solving
various problems that rural Hondurans encounter in trying to make
 a living and live better within the limits of their income.
 

In general terms the goal of the Project is to iriprove the
well being of the rural poor. For two distinct principal target

groups, small farmers and rural entrepreneurs, the goal is expressed

in terms of an increase in income, the major factor in achieving

well being. Opportunities exist to improve the well being or
 
standard of living of the rural poor through the introduction
of appropriate technologies that affect the consumption practices

of rural families. 
 The goal of the Project therefore also includes

improving the well being of rural families through other than
 
income increasing means.
 

The Project focuses on the technological constraints to accomplishing the above goal. 'hile 
the appropriate technology solutions
 
to breaking many of these constraints may in fact be simple, establi
shing in Honduras 
a system capable of problem identification,

effective domestic and international information transfer, adaptive

research, field testing and demonstratio-and-delivery to final'

recipients is considerably more complicated. The purpose of the
Project is to establish such systems. The purposes of the systems
 
are:
 

1. To increase small farm effective utilization of labor
and land through the use of improved light capital farm implements

and structures;
 

2. To increase small-scale rural industrial productivity

and employment through the introduction of improved production

and management systems in existing small enterprises and through

the establishment of new pilot enterprises;
 

3. To increase utilization by rural poor of low-cost appro
priate technologies or products designed to improve the quality

of life.
 

D. End of Project Status
 

1. Small farmers -- It is expected that by the end
of the project 50,000 small farmers will be using one or more
of the light capital farm implements and/or structures developed

and promoted by the Project. The benefits accruing to 
the small

farmer will depend on the type of technology employed and the
 
other constraints facing the farmer.
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The types of technology to be employed may roughly be broken
 
into three categories: those directed at increasing the producti
vity of labor, those increasing the productivity of land, and
 
those increasing the monetary return from a given amount of produc
tion.
 

The GOH/USAID Agriculture Assessment of 1978 revealed that
 
labor is a serious constraint for most small farmers during peak

periods. For the majority of small farmers who do have a labor
 
constraint, it is expected that the introduction of the labor
saving devices will result in cultivation of more land appropriate

for production and/or better yields per hectare through the more
 
efficient application of labor to the existing cultivated area.
 
For those small farmers who have a land constraint the introduction
 
of labor-saving technologies will benefit the farmer by easing

his burden, allowing him more leisure time and/or allowing him
 
more time to dedicate to other income producing activities.
 

The application of better land utilization technologies such
 
as light capital irrigation systems and land leveling will allow
 
farmers to plant one or two additional crops a year and, under cer
tain circumstances, allow for an increase in the 
area cultivated.-


Light capital harvesting equipment will decrease harvesting

losses, and low cost on-farm storage structures will reduce post
harvest losses and allow for a better return to the farmer from
 
the sale of his product.
 

The above mentioned benefits will be measured through an
 
evaluation covering a selected number of farmers involved in the
 
demonstration program. An indirect measure of the utility ot
 
the light capital implements will be the willingness of the small
 
Zarmers to purchase the implements at the termination of their
 
participation in the demonstration program.
 

2. Small Entrepreneurs -- It is planned that over the life
 
of the project 1,500 existing small enterprises, through the intro
duction of improved production and management systems, will increase
 
production by between 5% and 20% and 838 permanent new jobs will
 
have been created. See IV Economic and Financial Analysis.
 

It is also expected that with the reduction of the techno
logy constraint and the consequent more efficient use of resources
 
at hand, the small businessman's demand for credit will increase.
 
With the increased demand for credit and the greater profitability

of the business, it is expected that by the end of the Project

there will be a significant increase in the small businessman's
 
utilization of the formal credit system.
 

Approximately 40 new pilot rural industries will be established
 
employing approximately 800 people. This figure does not include
 
the secondary employment generated in related industries or agricul
turo. Typically, these industries will add value to rural resources
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or products, such as agricultural or forestry products, or will
 
have backward or forward linkages to existing small businesses.
 
It is expected that the majority of these pilot industries will
 
be demonstrably viable by the end of the Project.
 

3. Rural Poor Households -- It is recognized that certain
 
simple appropriate technologies, while clearly of benefit to the
 
rural poor family, are of such a nature that they neither contri
bute to agricultural production nor are they easily packaged as
 
a product that can be sold by private entrepreneurs. The Lorena
 
stove is one example, and a simple household water filtration
 
system is another. PVO's and the Peace Corps are considered to
 
be ideal vehicles for disseminating this appropriate technology
 
to rural families. Some PVO's, e.g., El Sembrador School in Olancho,
 
even have the capacity to develop and/or adapt such technologies
 
as well as disseminate them.
 

Although there will be an assertive effort to identif.,, develop

and promote technologies based on key problems of rural living,
 
some of the accomplishments will be based on targets of opportunity
 
which cannot be identified in advance. A flexible approach will
 
be utilized and achievement indicators will be selected in accord
ance with the appropriate technology selected and the level of
 
input.
 

C. Project Outputs and Inauts
 

1. Interinstitutional Adantive Research
 
and Information letwork 

At present, Honduras has a number of institutions in varying 
stages of development which have adaptive research capabilities 
and/or technical information collection and dissemination opera
tions in areas related to the needs of the target groups. The 
Project will strengthen the individual capacities of thenu units 
as well as develop the interinstitutional ar:ang.!mnts to more 
effectively utilize these resources within the context of an over
all system and to more effectively direct activities at the identi
fied needs of the target groups. 

Specifically, the Project will include the following activities: 

a. W th support provided by the Small Farmer T-chnology 
Project (USAID/J 522-0123) the Minintry of Nuitural R(- , ource 
(MNR) established a Sma-ll Farmer Devrelopm'nt ant! Adaptation (D&A) 
Unit within its Aqricultural Pfv;earch 1Proqr.im in Ccmayaoxua. It 
is responfible for developing prototypt, .iqht capital farm implo
ments and structurti-S that can bt. built .ni repaired locally. The 
unit will pirform :4tudio,;. crop cl-.n p--o'!uction iyson -. and : t1m. 
to idnti fy labor and techno cons t rnin ts ma firmcirs.th 'loqy of ll 
Imported or loca tec:hnolo;y Iiiaps. hn tc'd t0 lo i i:rrlortintf 
or ztructuros anpropriate to 'el With "hv! 11t.1, an :nI.-ri:ntsIlO 


To ptrov ie!r tho 1) 4 A tchn~lc ian w r.1 s .icr, to nf.ormnion, 
and particu trl1y .ippropr1.1itrit,cm op Ife'a n in 1t~e t 

http:1Proqr.im
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Technology Information Service (ITIS) is being established within
 
the D & A unit. This information center will have linkages with
 
other Honduran information centers and directly or indirectly

with international information networks. 
It will also serve to
 
disseminate information to farmers regarding the developments
 
of the D & A unit. Because of its more specialized function, the
 
ITIS is not intended to compete with or duplicate the efforts
 
of the MNR's Agricultural Documentation and Information Center
 
(CEDIA). CEDIA is the national focal point for agricultural infor
mation, serving as an information and publications center for
 
MNR technicians and extension agents. It has linkages internation
ally with USDA, AGRITITER and AGRIS; and locally with CIIBANTRAL,

CII-UNAH and other Ministries. CEDIA will therefore be a prime
 
source of information for ITIS, and because of its printing facili
ties, thn planned seven regional libraries and its relation with
 
the MNR extension service, it will also serve as a major vehicle
 
for dissemination of appropriate technologies developed by the
 
D & A unit. The Project will not be providing any direct financial
 
support to CEDIA, since support is included in Agriculture Sector II.
 

It is expected that during the life of the Project, the D & A
 
unit will develop and test approximately 25 hand tools or manual
 
machines, 15 powered machines and 10 small farm structures. During

the early stage the D & A Unit will consult with the Centro de
 
Desarrollo Industrial mechanical engineers to verify that the
 
item can in fact be manufactured and repaired by the local black
smiths and repairmen who are receiving technical and management

assistance from CDI. The D & A unit will then proceed to produce

in their own shop he irst prototypes to be tested. Testing

will be conducted on MNR test lots and small farms in the Comayagua
 
area. The D & A unit will also be responsible for developing
 
a specific demonstration strategy for each implement or structure.
 

Through November 1980 financial support for personnel, commoi
 
dity procurement and operations is being provided by the Small
 
Farmer Technology Projcct. Continuing support for this program

element will be picked up by the Rural Technologies Project upon

exhaustion of funds provided under the former project. l/
 

b. A Technical Information and Resource Service (TIRS)

will be developed in the Center for Industrial Development
 
(CDI), a dependency of the Ministry of Economy (MOE). One of the
 
purposes of the TIRS is to stimulate the dissemination of appro
priate technologies to rural small enterprises. The TIRS will
 
be the nucleus of the information/adaptive research network in
 
terms of directing activities toward the small entrepreneur. As
 
such, it will serve as the interface between the rest of the net
work and CDI's own delivery system for small entrepreneurs. Specific

and general information needs will be identified through the field
 
agents of the delivery system (Output 2) and special studies (Out
put 8). Other units of the network will provide adaptive research
 
and information not directly available within the TIRS. Infnrmation
 

I/ See "Relationship to Other A.I.D. Programs," paragraph 1.J.
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transferred to the small businessmen will be on both a reactive
 
and assertive basis.
 

The TIRS will bi staffed with 8 personnel including a chief,
 
two information specialists, a technical writer, a translator,
 
a documentalist and three secretaries. Information will be pro
vided both to the Program Service Division of CDI for dissemination
 
to small entrepreneurs through the zonal offices, as well as 
to
 
the Studies Division of CDI.
 

CDI will also form contractual agreements with other Honduran
 
and international. information centers to purchase technical infor
mation on d task-order basis. By the end of the fifth year, CDI
 
will have built up its information acquisition to the point where
 
it will be able to acquire additional information on an as-needed
 
basis.
 

c. The Center for Industrial Information of the National
 
University of Honduras (CII-UNAH) is working in the area of trans
fer of technology to Honduras and providing information and tech
nical assistance to industries, especially in areas of industrial
 
mechanics, industrial electricity, construction, industrial layouts,

the wood industry, and the leather industry. Linked with both
 
the National Technical Information Services (NTIS) and the Informa
tion and Technical Assistance Services to Entertrises (SIATES)

information networks, CII-UNAH has its own data bank and utilizes
 
other Honduran information resources such as the University library,

CIIBANTRAL and CEDIA/MNR.
 

The main users of CII-UNAH are Honduran industrialists, re
searchers and other information services in the SIATES network.
 

Assistance to CII-UNAH will be directed toward expanding

its role in the acquisition and transfer of appropriate technology

information. Given its substantial industrial information base,

CII-UNAH will primarily be supporting the small entrepreneurial

focus of the CDI TIRS, but will also be a link to the ITIS in
 
Comayagua for access tu NTIS and other data banks which have farm
 
technology information. The CII-JIAH information linkages will
 
bc expanded and a mechanism will be developed to evaluate the
 
effectiveness of its information and technical assistance services
 
and make the necessary adjustments. A promotion campaign will
 
be developed to educate users and potential users on how to take
 
advantage of the CII-UNAH resources, and CII-UNAH will expand

its effort to provide training to other organizations in the devel
opment or improvement of information services.
 

The Project will partially finance one technical information
 
specialist, technical assistance and training in information systems

and minor costs related to expansion of operations.
 

d. The adaptive research and development capacity of UNAH's
 
Engineering and Physics Departments will also be utilized and
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reinforced by the Project, particularly in the areas of low-cost
 
or non-conventional energy sources, mechanical implements and
 
materials testing. The low-cost or non-conventional energy sources
 
element will involve some energy data collection and resource
 
assessment, applied non-conventional energy technology development

and adaptation and support field programs, such as the small indus
try development activities of CDI. The activities at UNAH will
 
be coordinated with the upcoming ROCAP Fuelwood and Alternative
 
Energy Sources Project (currently in PID stage) and with the ongoing
 
and projected activities of DS/EY in Washington. The mechanical
 
implements and materials testing activity will provide backstop
 
support to the D & A unit in Comayagua, and will be one of the
 
primary sources of adaptive research for the small enterprise

and rural household appropriate technology components of the Project.
 
Small amounts of budgetary support will be provided to increase
 
general capacity in adaptive research, and special contracts will
 
be executed between CDI and UNAH for Project specific adaptive
 
research activities (see Output 5).
 

e. 	 The Central Bank's Center for Industrial Infcrmation
 
(CIIBANTRAL) provides technical information on food and industrial
 
chemistry in order to stimulate capacity and technological change
 
in Honduras and provide food testing services in its food laboratory.
 
Because of lack of specialized information staff and an outreach
 
capacity its information services have been limited to medium
 
sized Honduran industries 1/ and other information centers in the
 
SIATES network. Its food testing services are reputed to be of
 
high quality. The GOH/USAID Rural Industry Survey (1979) revealed
 
that 35 percent of the small industries surveyed work in some
 
area of food prccessing. The proposed link of CIIBANTRAL with
 
CDI is viewed as an important method for expanding CIIBANTRAL
 
services to rural areas.
 

Furthermore, CDI's plans specifically call for an expanded
 
effort in the food processing and agro-industry areas. Assistance
 
will therefore be provided to CIIBANTRAL to expand its activities
 
in areas related to the technical needs of small-scale producers.
 
CIIBANTRAL will receive support to hire an information specialist,
 
a secretary and technical assistance and training.
 

g. Although support to the individual elements of the Honduran
 
infornation network will be designed to encourage greater cooperative
 
working relations between the individual units, to further rational
ize the use of limited resources and make the network as a whole
 
more efficient, it is considered important that an Association
 
of Honduran Information Centers be developed. The pirpose of
 
the Association would be to further facilitate the cooperative
 
relationships between the units, encourage further specialization
 
of the units where appropriate, and advocate the value of information
 

1/ 	 Medium size industry is defined by Honduran law as those
 
with 50-99 employees.
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to development in national forums. One particularly useful acti
vity of the Association would be the production of a "Union Catalog"
which would provide all members with a up-to-date listing of the 
publications and collections available from the other members. 
CIIBANTRAL will take the leading role at the outset of the Pro
ject, and the Project will provide it with the administrative 
support necessary to establish the Association and produce the 
Union Catalog. .NUTS OR OVT - i "'I.s ^P 

PEISONNEL Trcmi!rCJI'L TRAINING COnMOD" cOTHER TOTAL 
-	 - T 

-I T _E_ _N -
-

AID GOH AID ICOlt AID GO! AIDj GOH AID GOf AIn GORi 
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tationi Unit: InforM.tor 
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b. Inflormaon Service, C31225.6 204.C 24.3 -0- 16.6.1-3.5 13.0 62.5 38.7 38.6 318.2 31M6 
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d. Engineering and Physics

Departments, UNAH 222-6.117. 1 49.2 -0- 6.1 -1- 99.6 10.4 11.8 7.0 389.3 134.5 

e. 	 :ndustrial IZformation
 
Carnte:-cl:BANTRXAL,
 
Central Bank 24.9 40.8 2.0 -0- 5.0 -0- -0- -0- -0- -0- 31.9 40.8
 

f. 	 Honduran Association of
 
Information Centers,

Central 	3ank 15.6 3.3 2.4 -0- -0. -0- -0- -.3- 5.0 -0- 23.0 3.3
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2. 	 Delivery System for Management and Technical
 
Advisory Services for Small Enterprises
 

The system for delivering services to small rural enterprises

has been designed with the following premises in mind. First
 
of all, it is considered imperative that an aggressive and inte
gral approach be utilized. It cannot be expected that the small
 
rural entrepreneur w-l have the initiative to seek out the assis
tance that he needs, nor that he can assess fully his own problems.
 
Information gathered in the Small Enterprise Survey clearly sup
ports this latter assertion. The program must actively seek poten
tial clients, motivate the involvement of the small businessman,

assist in diagnosing the entrepreneur's needs, and provide in
 
a relatively integrated manner the necessary assistance.
 

The second premise is that the primary constraint to increased
 
production is a lack of technical and managerial "know how" on the
 
part of the small businessman. In comparison, credit is a minor
 
constraint for most small enterprises, but a constraint that would
 
logically become more significant once the primary constraint
 
is eliminated. The delivery system will therefore concentrate
 
almost exclusively on the "know how" constraint, while additional
 
studies are underway to assess credit availability and accessibility.

With regard to credit, the approach will emphasize preparing the
 
small entrepreneur to be able to assess his credit needs, to be
 
able to better manage his resources, including credit, and to
 
be able to keep the books and prepare the forms required by lenders.
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The third premise is that considerably more experience and
 
knowledge about local conditions is necessary to develop a new
 
enterprise than to assist existing enterprises. For this reason
 
the program must concentrate its efforts during the early phases

of implementation on existing small enterprises, and expand to
 
complementary new pilot industries only after the necessary expe
rience and knowledge has been gained.
 

The fourth premise is that most small rural businessmen prefer

to operate in an individualistic manner. Depending on the particu
lar industry or community structure, organized group or limited
 
cooperative arrangements may provide appropriate mechanisms to
 
resolve common problems such as product marketing or raw materials
 
acquisition. Careful study and a flexible approach will be required

to avoid imposing counterproductive group arrangements.
 

Related to the above, is the final premise that a delivery

mechanism that will meet client specific, industry specific, and
 
locality specific demands must be based on a decentalized struc
ture. 
This 	means not only that a system for decentralizing opera
tions be set up and maintained, but that technical expertise,

responsibility for program success and the authority to make deci
sions be decentralized as well.
 

CDI will establish four Zonal Offices in the four selected
 
areas of concentration. 1/ Each Zonal Office will supervise be
tween two and four.field-agents residing in "central place" towns
 

.in the zone. The field agents will be mostly normal high school
 
graduates and business students (peritos mercantiles), 2/ although

experience in other LDC's shows that high school leavers who have
 
had some short courses and some work experience in bookkeeping,

accounting and elementary commercial business do as well a. field
 
agents with higher level education. 3/ Preference will be given

to hiring field agents who are resid~ng in the towns in which
 
they will work. As the technical level required by the field
 
agents need not be very high, a two-month training program spe'-...

cially designed for the kind of work they will be performing,

supplemented by on-the-job field training, follow up courses and
 
evaluation serminars, will be suffic.ient to prepare the field
 
agents for their job. 
The field agents will be working with 15
20 clients at any given time depending on the intensity of assist
ance required. In general, the agents will provide simple diagnos
tic services dealing with cost controls, accounts, raw materials
 
and supply and sales analysis. They will be supported by the
 

1/ 	 Jamastrdn Valley, Orica-Guayape Valley, Ocotepeque Department
 
and Marcala-Goascorln.
 

2/ 	 AITEC Consultants did an informal survey of sources and
 
availability of this level of personnel in two 
zones.
 

3/ 	 Harper, Malcolm, Consultancy for Small Businesses, ITDG
 
Publications, Ltd., London. 1976.
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higher level personnel in the zonal offices who will concentrate
 
on more difficult problems.
 

The offering of the services of the enterprise extension
 
system will be done by local promotion and visits to entrepreneurs

by the extension agent as well as by the Zonal office supervisor.

Services to the target group will be offered free 1/ but will
 
be limited to small-scale productive/industrial enterprises.

Commercial, retail and transportation activities may be considered
 
at a later date.
 

Each Zonal Office will have a supervisor with a business
 
management background, a marketing technician, and a mid-level
 
technician with an industrial engineering or related background.

The mid-level technician will be able to detect and help solve
 
technical problems in the businesses, determine the potential

applications of appropriate technologies and when appropriate

will participate in carrying out feasibility studies for the crea
tion of new businesses. The marketing technician will concentrate
 
on the sales problems of the businessmen, analyze alternatives
 
for opening up new markets, develop appropriate new channels
 
of distribution according to the needs and desires of the entre
preneurs and assist with the feasibility studies for the creation
 
of new enterprises. The Zonal Office supervisor will be responsi
ble for coordinating all aspects of the zonal program, will
 
help solvq specific problems of his staff, and will serve as
 
the direct link to the Program Services Division of CDI in
 
Tegucigalpa.
 

1/ 	 In general the upper limi of free services will be small
 
enterprise (5-19 employees). Above that level it is believed
 
that a self-selection mechanism would come-into play, i.e.,

not many medium industries would need the fairly simple level
 
of technical assistance offered by the local extension agent.

Such industries would have access to higher level technical
 
assistance and information if requested using CDI current
 
pricing policies. However, in some cases assistance might

be granted to larger industries when it meets the project

objectives, e.g., there are opportunities for substantial
 
expansion of primary or secondary employment, or, new techno
logies with low capital/labor ratios could be introduced.
 
Another consideration that will be investigated by a project

consultant is 
-- at what point do assisted target industries
 
begin to pay for services? i.e., when do they graduate. CDI
 
currency pricing policy for assistance will be reviewed and
 
adjusted as necessary.
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An important role that CDI will carry out and a key link to
the Small Farmer Technology System is to provide highly directed

and tailored technical and management assistance to the selected

75-100 1/ blacksmiths who will be participants and producers of

implemeNts in the demonstration phase of the SFT system.
 

To meet the technical assistance needs of the 75 blacksmiths

who will be producing the demonstration farm implements (see Output 5.a), special arrangements will have to be developed, since
 many of the blacksmiths will not be located in the four small
enterprise development zones. 
Technical assistance will therefore

be provided from nearby Zonal Offices, from the Program Services

Division of CDI in Tegucigalpa or from the Regional CDI Office
 
in San Pedro Sula.
 

The Program Services Division of CDI will both backstop and

provide direction to the Zonal Offices. 
 Besides the Chief of the
Division, it will be staffed with a Field Supervisor, a Senior
Marketing Specialist, a Senior Business Administration Specialist,
a Senior Credit Analyst, an AgroIndustry Specialist, an Industrial

Engineer, a Mechanical Engineer and a bilingual secretary. 
These
specialists, while principally located in Tegucigalpa, will also
work directly with small entrepreneurs and Zonal Office staff in
the field on technical questions which are beyond the competence

of the Zonal Office staff.
 

It is estimated that the technical assistance delivery system.
will reach 1,500 small enterprises over the life of the project.
 

_____INPUTS 
 OUTPU 2
FOcRrot p ($000)
 

-04OIPIRSONNEL ASSISTANCETHICA M I TIES OTHCOSTS TOT
 

I T _E-K .- - I __ __ _ ~~ 1 -- -  -
*AID CONI AID CONI AID CON AID JCON AID CCI 

-

AID ON
 
OelLvery Systama for
 
fl&qMeAt And TsChnICa3. 
A4,ttsory Service. for$&All. ,,trprises .6L19 46.5 389.0 0- 00.0 0 98.3 97.7 20.2 7 . 4 220. 

_/ NOTE: 
 The number 75-100 is the initial estimate of those

needed Lo have broad coverage and maximum access to the

small farmer with 1 to 35 hectares of land. The mission is

planning to conduct a "location" analysis to specifically

identify where the target group is located which will provide a basis to select those blacksmiths and small machine

shops which are located centrally vis-a-vis the target group.
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3. 	 System for Delivering Training to
 
IRural Enterprises and Small Farmers
 

a. Small Farmers 
-- For some of the light capital farm
implements and structures which will be provided to farmers, training will be required. 
 In the case of simple structures, the small
farmer may do part or all of the construction. In the case of
mechanical implements, the farmer may have to be trained in operation, maintenance and simple repairs. 
 The MNR has already signed
an agreement with the Instituto Nacional de Formaci6n Profesional

(INFOP) to provide some of the initial training in this area in
connection with the Small Farmer Technology Project, using its
mobile training units. 
 This 	activity will be expanded under the

Rural '2echnologies Project. 
The more limited training associated

with the use of the simple implements will be provided by the MNR.
It is estimated that 1,000 
-- small farmers will receive training.
 

b. Rural Entrecreneurs and Blacksmiths 
-- To complement
the day-to-day assistance provided by the CDI Zonal Offices, organized managerial and technical training courses will be provided
to the small entrepreneurs and their employees as 
well. This training will be carried out by INFOP in collaboration with CDI.
 

INFOP already provides general training in managerial and tech
nical subjects to industry. However, the courses ar-e 
geared to
relatively sophisticated entrepreneurs. The teachig methodology

and content will be reviewed and adjusted for the Project's target
group. Tailoring the courses 
to fit the needs of the target group
will be the joint responsibility of INFOP and CDI, and outside

technical expertise will be brought in to assist in both the train
ing desigr and training of trainers. It is estimated that 1,000 individuals will participate in one or roore of the courses offered.
Because the 75 blacksmiths that will be producing the small farm implements will be scattered around the country, they will have to be
brought to central locations for the more formalized training.
 

Participants for the training will be selected by the CDI field
agents and Zonal Offices, and the training will be provided in the
field by mobile INFOP instructors or instruction teams. Courses will be
short and focussed on specific areas of instruction, such as achievement motivation, production costs, simple bookkeeping, marketing and
sales, banks-and loans, managerial functions and specific prriduction

technologies or techniques.
 

CDI field agents will also participate in some of the courses so as
to be able to provide the necessary linkage between the classroom and the
workplace. 
 By witnessing the degree to which small entrepreneurs apply
what they have been taught, the field agent will also be able to provide
feedback for modification of the course content or methodology.
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4. Small Enterprises Development Fund
 

A Small Enterprises Fund will be established for the purposes

of experimenting with credit and to finance new or expanded pilot
 
industries.
 

a. Experimental Credit
 

On the basis of the 1979 Rural Industry Study it was concluded
 
that credit is not a primary constraint for existing small enterprises.

However, access to credit may become increasingly important for
 
small enterprises as they improve their management and technical
 
capacities, get access to improved raw materials or develop new
 
markets. It is also conceivable that the project will generate

sufficient industrial development in the target zones so that credit
 
availability may become a barrier during the life of the project.
 

One of the longer term objectives of the project is that small
 
entrepreneurs increasingly gain access to the formal credit system

in Honduras. However, due to the history of difficulties in credit
 
programs for small and micro businesses both in Honduras.and in
 
other countries, the Project plan is to move cautiously in this
 
area. One approach, mentioned earlier,is that the CDI Credit Advisor
 
will provide small entrepreneurs with technical assistance regarding
 
credit needs, uses, and bank requirements. The Credit Advisor
 
will also provide local bankers with information on the Project's

objectives and the potential credit market among Project clients.
 

A second approach is that in-depth analyses of the resource
 
utilization and constraints of small entrepreneurs and of the formal
 
and informal credit systems will be carried out by the CDI Studies
 
Division during the first project year. One of the hypotheses to be
 
tested by the first study is that access to formal credit may only

be needed by the entrepreneur when he has to invest in a substantial
 
capital expangion to reach the next logical production level, e.g.,

when he moves out'of the category of owner/producer and becomes
 
owner/manager. The argument is that given a sound technical
 
feasibility and marketing study as a basis for a loan request,

capital is available from either the formal or informal credit
 
markets. The second study will identify the amount and terms of
 
credit available in the rural areas for small scale industries and
 
will recommend, as appropriate, structural changes in the credit
 
system and the amount and terms of credit needei by the target group.
 

Concurrent with the conduct of the above studies, the experi
mental credit fund will be used to test a variety of methods for
 
delivery of credit to the target group in order to provide some
 
practical criteria and proved methods for future credit programs

directed at rural industries.
 

This experimental credit portion of the fund ($300,000) will
 
be managed by CDI, and ,ill be made available to intermediate
 
credit institutions for lending to small enterprises. A short
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term credit expert will be provided to CDI to develop alternative
 
experimental channels and methodologies for the distribution of
this credit. Private banks, credit coops such as 
FACACH and other

appropriate institutions with branches in the target areas will

be considered. 
With regard to the private banks, one proposal

which will be examined will be the establishment by CDI of a savings

type account in a private bank which could be drawn on by the private

bank to make loans to small enterprises which meet the criteria negotiated by CDI and the private banks. 
 CDI would protect the bank
against loss of the capital, but first claim on the repayments of
 
the small entrepreneur would be the return of the capital to the

CDI savings account. The bank therefore would only profit on the
interest payments by the small entrepreneur if the capital is re
payed to the account. 
Funds provided by CDI to cooperative institutions, such as FACACH, may be provided on a grant basis if needed
 
to provide sufficient incentive for the institution to expand its
 
credit clients to include small rural industries.
 

The CDI field agents will not be used and should not be viewed
 as credit agents or as intermediaries between the client and the

lending institution. 
This should allow for a franker relationship

between the field agent and the client both prior to 
and after
the receipt of credit. Nevertheless, it is planned that the agents

will play a vital role in advising clients as to their readiness
 
to utilize credit efficiently. The credit assessment and final
 
decision would remain the responsibility of the lender.
 

It is estimated that 1,000 small entrepreneurs will receive

loans of up to 
a maximum of $500 under the experimental credit
 
program.
 

b. New Pilot Industry and Expansion Financing
 

Approximately $700,000 of the Small Enterprise Develcpment Fund
will be provided to finance the establishment of new pilot industries,

related feasibility studies, and the expansion of selected existing

industries. 
 These studies will include economic, technical, financial feasibility as well as 
assessment of environmental impact.

Financing will be provided on a grant basis or 
for CDI to take an
equity interest in the enterprise. (See Administrative Arrange
ments for more details)
 

Feasibility studies for the pilot industries will be prepared

by the Studies Division of CDI or with the assistance of outside
 
contractors financed from the fund. 
 Priority will be given to

industries: 
 which complement existing small enterprises either

through forward or backward linkages; which add value to rural
 resources or products and; which have a significant employment

effect relative to the amount of capital investment. New agro
industries and wood products industries will be prime areas of
 
attention.
 

Since the experience and capacity of the manager of an enterprise

is critical to 
success, the Project will, wherever possible, attempt

to modify and expand existing small enterprises to produce new or
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better products rather than establish an entirely new operation
 
for that purpose. This would reduce the risk of failure but not
 
necessarily to the point where the owner and a credit institution
 
would be willing to finance the expansion and/or technological
 
transformation of the industry. These funds will also be used to
 
acquire light capital equipment that will be donated to selected
 
small enterprises, particularly the metal working shops that will
 
be manufacturing the small farmer demonstration implements and
 
structures.
 

Where larger grants to industrial input manufacturers are
 
involved, one of the terms of the grant may be to have the sup
plier provide a limited amount of free samples to the small enter
prises which are expected to use the now input. Besides distribut
ing some of the initial benefit of the grant to other small entrepre
neurs, this would promote the use of the new input and increase
 
the viability of the new supplier.
 

Grant or equity financing from the Small Enterprise Development
 
Fund is to be provided for new enterprises or major expansions as
 
a last resort. 1/ When studies indicate that a major investment
 
is required and-that the enterprise would have significant benefits
 
for the target group, CDI will examine the possibilities of acquir
ing other financing for the venture before providing grant funds
 
or equity capital. Such financing could come from other donors,
 
for example the World Bank Small Enterprise Development Loan, or
 
the Honduran National Investment Corporation (CONADI) could assume
 
responsibility for financing and overseeing the venture if it falls
 
within the scope of CONADI's Charter. Also, grant or equity funds
 
may be utilized to leverage financing from other sources, particu
larly private sources, by offering to provide partial financing
 
for an investment.
 

The determination to use equity rather than grant financing
 
will depend upon the amount of COITfinancing required, the ratio
 
of the CDI financing to the size of the venture, and the type of
 
risk involved. It is intended that CDI will liquidate its equity
 
position as soon as it is prudent to do so, by selling its share
 
to the partner/operator or employees of the enterprise.
 

It is estimated that 40 new pilot industries or major expan
sions will be totally or partially grant financed from the Small
 
Enterprise Development Fund, and that 100 existing small enterprises
 
will receive light capital technology equipment grants.
 

I/ See Administrative Arrangements for more detailed criteria.
 



- 39 	- UNCLASSIFIED
 

INPUTS FOR OUTPUT #4
 
(In thousands of US$)
 

T.A. Other Costs 
 Total
 

AID 	 AID 
 AID
 

Experimental Credit 
 - $300,000 $300,000 

Pilot Industries Expan
sions and Feasibility
 
Studies 	 $150,000 550,000 700,000
 

TOTAL 
 $1,000,000
 

5. 	 Small Farmer and Appropriate Technologies
 
D & A and Dissemination Fund
 

A $3,200,000 fund will be established to promote the develop
ment, adaptation and dissemination of appropriate technologies.

This 	fund will be managed by CDI and will be used to finance studies,

contracts or interinstitutional agreements in the three areas de
scribed below.
 

a. 	Production of Small Farmer Implements
 
and Structures
 

Once the D & A unit in Comayagua has.completed.-its-initial

tests on a new implement or structure (see Output 1.a), it will
 
prepare, with CDI, a demonstration plan which will include the

number of demonstration units to be produced, the number and loca
tion 	of selected blacksmiths and "talleres" who will produce the

units, the type of farms to be included in the demonstration, the

promotion and dissemination strategy and an evaluation plan for

determining the utility of the implement and the receptivity of
farmers. 
For hand tools and manual machines, up to 1,000 demonstra
tion units per prototype may be produced depending on the number

of potential users of each such implement. For powered machines

and 	structures, up to 100 units per prototype may be produced.
 

To produce these implements or structures CDI will sign contracts with many of the 75 rural blacksmiths who have been receiving

training and technical assistance. The fund will finance the cost

of these contracts, as well as other costs specifically related
 
to the demonstration and dissemination campaigns. The demonstration
 
units may then be provided free to individual farmers or groups

of farmers. The obligation of the farmer will be limited to 
that

which is necessary for evaluation purposes. Depending upon the
 
evaludtion strategy which is developed the same 
farmers may be

given the choice of buying the implement or surrendering it after

the 	demonstration period. 
This 	would serve as a means of verify
ing 	the marketability of the device. 
This strategy will be used

only for those farmers who could either finance acquisition from
his 	own resources or with credit. One 
source of such credit would

be the loan portion of the Small Farmers Technology Project (522
0123) which provides investment credit for implementing farm plans

developed by the MNR.
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It is expected that with the success of the demonstration
 
program, the assisted blacksmiths will be able to manufacture and
 
sell the farm implements without further intervention from CDI.
 

b. 	Development and Adaptation
 

Output number one involves improving the institutional capa
city of selected Honduran D&A and information units. The budget
 
for the MNR D&A unit in Comayagua contains all the financing required
 
for its D&A activities, however, it is expected that other D&A
 
activities conducted by other Honduran or foreign institutions
 
will require financing in important areas such as new technclogy
 
applications for small industries and small-scale energy. For
 
this purpose a part of the fund will be used to contract with the
 
D&A units for the development of a specific product or technology.
 
All D&A proposals will be reviewed and approved by the Rural Tech
nologies Management Committee prior to execution of the contract.
 

c. 	Dissemination of Appropriate Technologies
 
to Rural Households or Communities
 

As discussed in the purpose section, some of the ideas that
 
will be generated by the D & A/Information System can be of bene
fit to rural households or communities, but would not be related
 
to either small farm or small industries. Typically they are of
 
a self-help nature, requiring the rural family to build something
 
with the assistance of a promoter.
 

PVO's are characteristically well suited to promote this compo
nent of the Project. In the Pespire Valley in Honduras, for example,
 
Save The Children Federation is promoting Lorena stoves and low
 
cost roofing materials, as well as other appropriate technologies
 
for rural families. Other PVO's in Honduras also have appropriate
 
technologies type activities or have an outreach-program which
 
could readily be utilized to promote appropriate techrology ideas.
 

Many of the PVO's which are based in the rural areas, and
 
have a rural development orientation can provide the coverage and
 
outreach to rural families not now available through current GOH
 
organizations and programs. In addition, because of their volun
tary nature they tend to have better access to the poor target
 
group.
 

The Appropriate Technologies Fund will provide grants to PVO's
 
or other suitable organizations that wish to promote their own
 
appropriate technologies initiative or promote an idea originating
 
from the D&A/Information System. USAID/H has already prepared an
 
inventory of approximately 64 local PVO's. The inventory con
tains a description of each PVO, its programs and a brief assess
ment of its effectiveness. The inventory will be used by CDI as
 
a reference to identify PVO's which could potentially sponsor an
 
appropriate technologies disseminati'on activity. The Rural Techno
logies Management Committee will determine which appropriate
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technologies to promote and will apprc ze the proposal jointly pre
pared by the PVO and CDI. These proposals will be similar in struc
ture and content to OPG proposals. In this context, the use of
 
PVO's to carry out this project activity is an appropriate solu
tion, i.e., use of existing capacity to extend new technologies
 
thoughout rural Honduras.
 

INPUTS FOR OUTPUT 05: 
(In thousands of US$) 

Other Costs
 
AID GOH TOTAL
 

a. 	 Farm Implements - 5.0 $ 400 $1.250.0

b. 	 Development, Adaptation
 
and Dissemination 1,650.9 300.0 1,950.0
 

Total 	 $2,500.0 $ 700.0 $3,200.0 

6. 	 Human Resource Developmm-nt
 

If, over the longer term, Honduras is to strengthen its small
 
scale industrial sector and bring appropriate technology to bear
 
on the problems of the poor majority, its capacity to produce the
 
type of skilled human r-sources necessury must be improved.
 

While it is no#- wit'hin the means or scope of the Project to 
make fundamental changes in the Honduran educational system, it 
is teasible to make currLcula modifications, and to provide train
ing both in Honduras and abroad to support the lcng run development
of the rural small industry sector in f'onduras. UNA11 will develop
small enterprise curricula to be offered by the Engineering Depart
ment 	 and .he Business Administration Department during the second 
year of the project. Teachnical Assistance will be : rovlded for 
modifying the curricula to allow for a gre.atr focus on technology
and management appropriate for small enterpri-;,es. Scholirships
will be provided for students who apply to enroll in there programs
and to graduates or professors and CDr personnl for advanced train
ing abroad. Approximately 65 ncholArshipa will b provide..d, 50 
to UN, I undergraduates, 5 tc CDI personnol, ind 0 to UNIAI professors 
or graduates who will return for taching or 1) 4 A wor,. at the 
University. Financing for huran re nource devl l-,.nt in th area 
of agricultural engineering and rural .ocolgy n,.e.ded by the. M.R/D&A
unit and CDI will be provided by tho Aqriculture- :;,ctor II program. 

S . 

T 	 1 f i' :i A* 
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7. 	 Enterprise Advisory Office
 

Foreign buyers and potential investors often come to Honduras
 
on exploratory visits seeking potential suppliers or investment
 
opportunities. Deciding on which GOH institutions to visit and
 
where to get the necessary information can be difficult enough
 
to dismay all but the most determined. If he is a buyer and the
 
product is not already being produced in sufficient quantities
 
or quality, the buyer will most likely move on to another country.
 
Similarly, if he is a potential investor and it is found that raw
 
materials or inputs which could be produced local'y are not, the
 
investor too will move on. Consequently, many opportunities to
 
stimulate small enterprises, agricultural production and agri?
 
business are lost.
 

It is proposed, therefore, that a central contact office be
 
established in the Ministry of Eccnomy that would serve both Honduran
 
and foreign businessmen. To attract the greatest number of visits,
 
the office would collect and provide general information usually
 
sought by businessmen such as the labor, investment and tax laws
 
of Honduras and information on the economy of Honduras and invest
ment plans of the GOH. In addition, the .Lficewould provide infor
mation on the services provided by other GOH and private institutions.
 

A key function of this office will be the selective referral
 
of visitors to CDI when it appears that the businessman's area
 
of interest could provide a stimulus to small enterprises. CDI
 
would then examine the question in more detail to determine whe
ther or not there are possibilities for a mutually beneficial
 
arrangement. This office will require one professional and one
 
secretary.
 

rupuTS rOR OUTPUT 1 7 
W.3 $000) 

PERSOINEL TECHNICALZXSISTACE NN TI0TIES - OTSO TTCOSTS 
T E ' . .. COO I'R I 

AID CO AID COil D C AID =1 AID CO1l AID Gll I 
En.urr s, Mv,,ory of±c. 3.74.412,.4 -0- Io -- I0t.tntrp 	LaAdisry~fce264 -- 6.0 -0- -J)- 2.0j1 0.3 4.3 64.1 90.4 

8. 	 Evaluation/Planning Capacity to More Precisely Identify
 
Problems of Small Enterprises and Rural Huuseholds
 

To guide the implementation of the Project, and particularly
 
to continuously improve the type of assistance to be provided to
 
small industries and how it is to be provided, the capacity will
 
have to be developed within CDI to conduct industry specific baseline
 
and diagnostic studies, zonal resource inventories and zonal indus
trial development plans, marketing analyses and progress and impact
 
evaluations for the various components of the Project.
 

The studies will be focussed on providing additional and direct
 
input into the ongoing design of technical and management advice
 
and assistance zo rural enterprises by identifying in detail such
 
things as resource utilization problems (including credit), skill
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problems, marketing problems, production and design problems and
 
raw materials problems through the conduct of the time-series survey

of rural enterprise. Its cross-sectional studies of industry types

will identify weaknesses and gaps in marketing, technology, supply,
 
etc. which will be used as input in developing new industries as
 
well as training and technical assistance. Case studies of indi
vidual enterprises should result in a better understanding of the
 
social, political and other "non-technical" constraints to enter
prise development and will provide recommendations for improved

delivery of technical assistance, training and perhaps GOH policies.

Studies will also be conducted on a sector-wide basis of such func
tional areas as credit and marketing systems. Analysis of such
 
questions as credit availability and systems constraints, market
 
structure and constraints may result in recommendations for providing

additional GOH resources, or revised policies or regulations.
 

The Studies Division will also be responsible for reviewing

existing studies and analyses and where needed carrying out new
 
surveys (or piggy backing on other surveys) to identify problems

of rural living which will be used as input to the Appropriate
 
Technologies System. It is specifically responsible for develop
ing plans and priorities for development, adaptation, testing and
 
dissemination of new or improved technologies for rural households.
 

The Studies Division will be headed by an economist, and will
 
have permanent positions for two sociologists, an additional eco
nomist and four field analysts, two secretaries and two drivers.
 
For one year only, three additional field analysts and 35 inter--.
 
viewers will be needed to conduct the time-series survey of rural
 
enterprises i'n the selected zones. Short and long term technical
 
assistance will be provided to this division in socio/economic
 
survey methodology, survey design, implementation and analysis

and evaluation;and more specifically in the area of marketing

analysis methodology. Also a short term technical advisor will
 
be contracted for a further examination of formal and informal
 
credit systems and to develop proposals for alternative credit
 
delivery mechanisms. It is also foreseen that, due to lack of staff
 
time and/or expertise, in-country experts will be contracted to
 
advise in or carry out some of the studies mentioned above.
 

A Rural Enterprise Study has already been completed which
 
provides a starting point for some of the studies that will follow.
 
The study was a sample survey of industries in the four zones of
 
project concentration. Data has been collected and analyzed on
 
the kinds of industry, number of employees, capital stock and certain
 
business practices. 1/ Detailed studies of both the leather and
 
wood industries have-already been initiated.
 

l/ See Annex G.
 



_________________ 

- 44 -	 UNCLASSIFIED 

NP0 FOR OUTPUT 
(US $000) 

P3RTECHNICAL 
 COM.4tOO1- OTULERTTA 
-.I .- ' pM 	 TIS COSTS- - - - I1 
AD 00f AID 00ff AID I O AID O AID O AID O 

Evaluation and Planning
c8PactY 3,55.269A 8.0 -0- 23. 	 o 49.1 50.6 225.2 55.7 971.6 375.7 

9. GOH Policy Analysis
 

As mentioned in the CDSS, there are indications that certain
GOH policies fail to encourage or act as a constraint on the development of small scale and labor intensive industries. Therefore,
the project will finance a unit to be established within the Ministry
of Economy which will be responsible for preparing studies that
will evaluate the effects of GOH policy upon rural industrialization
and employment. Particular areas of concern will be tax incentives
and import, labor, fiscal, monetary and procurement policies of
the 	GOH. The studies will 
also include recommended policy changes.
The mechanism for presenting the recommendations to decision makers
would vary depending upon the nature of the issues. 
 Substantial
technical assistance will be needed in methodology, study design
and analysis. Key Honduran professionals will be hired to carry
out the analyses. The Policy Analysis Office will be staffed with
a general economist, an Industrial Economist, 
two 	technicians,

part-time data collectors and a secretary.
 

INPUTS FoUTPUT 9 

1 ~ 	

o 

MSONE TEHNIC L IWASTACT RANN CoPNor-TIZS OTHERTTLCOSTS 
 TTA
 
AID CH 	 AID GO!! AID G0H AID 	 GOH AID 
 GOC AID ICH ,
 

PoiCY ay es 
 50.5 .0 150 	-a -0 -0- 16.0 	 4.1 291.5 150.3 

10. 
 ProJect Coordination, Management and Administration 1/
 
To achieve the Project purpose and outputs a coordination,
management and administration structure suitable for the interinstitutional 
nature of the Project has been designed.
 

A Program Coordinator, selected jointly by the Minister of
Economy and the Minister of Natural Resources, will be given responsibility for overall coordination of the Rural Technologies
Project and the D & A portion of the on-going Small Farmer Technolo-
Ty Project. 
 Since almost all administrative work will be carried
 

/ 	 See Administrative Arrangements and Institutional Analysis

for a more complete description.
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out within the institutions involved in the project, particularly

CDI, the Program Coordinator will have one secretary, but no 
other
 
staff of his own.
 

For the Small Enterprise Development Fund-and the Appropriate

Technology Fund, management decision making authority concerning

approval of budgets, implementation plans, interinstitutional agreements, and major contracts will be vested in the Rural Technology
Management Committee which will be composed of executive level

members from the principal participating institutions. The Project

Coordinator will serve as the Executive Secretary of this Committee.
 

At the technical level, an 
advisory panel will be established
for each of the three major focusses of the project, a Small Farmer
Advisory Panel, 
a Small Industry Advisory Panel and an Appropriate
Technologies Advisory Panel. 
To provide broad interdisciplinary

review of studies and proposals these panels will be composed of
outside Honduran specialists as 
well as GOH technical personnel.

Direct representation of target groups will also be sought. 
A
Scholarship Committee will also be established to approve candi
dates for the planned 65 scholarships that will be provided (Out
put 6).
 

Most of the burden of administration and operational level
coordination will be with CDI. 
 The Project will therefore finance

the following positions in CDI (not included as inputs to any of

the previously described outputs): 
 CDI Program Manager, Report
ing and Evaluation Officer, Training and Institutional Liaison

Officer, Appropriate Technologies Grant Officer, Procurement/Contract

Officer, Administrative Officer, two accountants and 
a secretary.
To provide the Program Manager with assistance in general management of the Project and developing implementation procedures a
Project Management Expert will be contracted for approximately
 
one year at the beginning of the Project.
 

IPUT! rMR OUTPUT t 10 
__CUS $000) 

TEcNicAL COxMODz- OTHER 
PERSO:NNEL ASS ISTA:C£ TIST COSTST 

AID GOK AID GOH AID :OH AID CDX AID GCH
 

Program Xanagemont and I 
Cooina.ion 
 8S2 336.6 40.0 -0- 45.0 20.0 32.3 70.3 87.2 21B.3 889.7 645.2 
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IV. ECONOMIC AND FINANCIAL ANALYSIS
 

A. Introduction.,
 

Two of the principal development goals of the GOH are to improve
the distribution of income and increase the level of employment in

Honduras. In the analysis that follows, we hope to show that this
project is viable from both a financial and economic viewpoint and

that it will contribute significantly to the development goals of
 
the host country.
 

The three target groups which will be dicussed separately are
 
as follows:
 

-- Small Farmers 
-- Small Enterprises 
-- Rural Households 

From a total project cost of about $14.2 million, 1/ we estimate

that approximately $4.5 million will be focused on the fmall Farmer
 
target group, $6.9 million on the Small Enterprises and $2.6 million
 
on the Rural Households during the disbursement period of the Project.

Added to the initial investment costs are the continuing costs of the

GOH to maintain the program at about the same 
level of effort. For
the purposes of this economic and financial analysis, we have defined
 
life of project as 20 years since a significant portion of the costs
 are institutional, the benefits of which are expected to be realized
 
over a considerable period of time. 
 A 12% rate 2/ has been used as

the social rate of discount for Honduras.
 

B. Small Farm Sector
 

It is estimated that 50,000 farm families will benefit during the
disbursement period and 170,000 families over the 20 year life of the
project by having access to new farm technologies which are made avai
lable through project activities. Benefits are defined as 
the increase

in net farm income due to increased productivity and/or improvement in
the quality of the production as a result of training, information and
appropriate technology implements and equipment provided to farm fa
milies under the Project.
 

Due to the problem-solving nature of the Small Farmer activity,

and the inability to predict at this time the specific technologies

to be introduced, the benefits which will be derived are difficult to
estimate. Therefore, an analysis was performed to determine the flow
of benefits that would be required in order for the present value of

benefits to equal the present value of costs, thereby attaining a be
nefit/cost ratio of one. 
Once this flow of benefits Is determined,

the average per family will be related to the average net income of

traditional farms as a percent of increase. 
To determine the likeli
hood of achieving the required average increase in net farm income for
 

1/ See Table 5.
 
2/ 
This rate is generally considered acceptable and approximates the
 

opportunity cost of capital in Honduras.
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the project to be economically viable, it will then be compared to an

analysis prepared for the Small Farmer Technologies project paper which
 
estimated increases in farm income with the introduction of certain
 
appropriate technology techniques and equipment.
 

The following table shows the annual distribution of families

benefited, the total cost of the Small Farmer component of the project

and the required benefit in dollars.
 

TABLE 1
 

SMALL FARMER ACTIVITY
 
(US$ 000)
 

FAMILIES BENEFITED
 
(000) 	 Present 
 Present
 

Add'l 
 Value of Benefits Value of
 
Current Cumula- Invest- Investment at $12.38/ Benefits
 

Years Year tive ment Cost at 12% family at 12%
 
1 5 5 1,386 1/ 1,237 62 55

2 8 13 966 770 161 128
 
3 10 23 1,004 715 285 203
 
4 12 35 1,059 673 433 275

5 15 50 954 541 619 351

6 8 58 456 231 718 364
 
7 8 66 456 206 817 370
 
8 8 74 456 184 916 370

9 8 82 456 164 1,015 366


10 8 90 456 147 	 1,114 359 
11 8 98 456 131 	 1,213 349
 
12 8 
 106 456 117 1,312 337
 
13 8 114 456 105 1,411 323
 
14 8 122 456 93 1,510 309

15 8 130 456 83 1,609 294

16 8 138 456 74 1,708 279
 
17 8 146 456 66 1,807 263
 
18 8 154 456 59 1,906 248
 
19 8 162 456 53 2,006 233

20 8 170 456 47 2,105 220
 

TOTAL - - 12,209 5,696 	 22,727 5,696
 

Increases in Net Income oer Family Benefited = 	 Percent increase net
Average Net Income per Traditional Farm (3-35H) 	income required for
 

project to be econoS12.38 = 1.5% 
 mically viable.
 
820.00 2/
 
I/ Includes S850,000 for Small Farmer Technologies Project number
 

522-0123.
 

2/ Agriculture Sector Assessment, Auqust 1978, 3-35 I.
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As demonstrated in Table 1, the present value of benefits equals

the present value of costs when the average participating family in
creases its net income by only 1.5% ($12.38) as the result of project

activities. Since it is assumed that increase in net income for fami
lies benefited will continue over the life of the project, the addi
tional income gains necessary in any given year are limited to a 1.5%
 
increase in the income of the additional beneficiaries reached in that
 
year. The sensitive factor in this calculation is the number of bene
ficiaries reached. Even if they were reduced by 50 percent, the in
crease in net income necessary to cover the cost of the project would
 
only be 3 percent. If we assume that only those 15,000 families which
 
will receive appropriate technology implements during the disbursement
 
period will be benefited, then the required increase would be approxi
mately 8 percent.
 

When compared to the profitability analysis prepared for the Small
 
Farmer Technologies project paper (522-0123) which demonstrated the
 
effects on net farm income of altering traditional farming practices

in different regions of Honduras, the increase required appears reaso
nable and obtainable. Although the analysis was prepared on the basis
 
of two proto-type cooperative farms, the results should give an indica
tion of the effects of appropriate technology on small farms as well.
 

The technique used was to add or substitute one or more of the
 
following practices for the traditional practices: (a) incorporation

of unused but cultivable land into the production unit either by hand
 
or using machinery; (b) preparing land (plowing and disking) employing

owned animals or tractors instead of hand labor or rented tractors
 
and equipment; (c) grain drying and storage; and (d) small supplemental
 
irrigation systems.
 

The results indicate that the most profitable of the individual
 
practices was the addition of the irrigation system in the Choluteca
 
region, increasing net farm income by 67 percent, while the least pro
fitable was the addition of the tractor for land preparation which
 
led to a decrease of 1.4 percent. The data also reveal considerable
 
variation in the indicated profitability of the different combined
 
practices both within and between the two regions. The increase in
 
profitability resulting from the introduction of the different tech
nological packages ranged from a low of 84 percent for the method
 
which included land clearing by tractor, tractor plowing, storage and
 
irrigation in the Yoro region to a high of 182 percent for the method
 
with land clearing by hand, animal land preparation, storage and irri
gation in the Choluteca region.
 

Due to the static nature of the model and the other limiting

assumptions which were made to simplify the analysis, the results
 
would neither be taken as estimations of the actual levels of profi
tability of these technological packages if introduced in the real
 
world, nor should they be accepted as correct indications of the rela
tive profitability of the different packages. However, the analysis

clearly demonstrates two factors which have important implications for
 
this Project. First, it demonstrates that profitable technological
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practices or packages do exist for altering the traditional practices

in Honduras. Furthermore, actual profitability is likely to be even
 
greater than the analysis indicates since it did not allow for such
 
aspects as increased yields, double cropping and the introduction of

higher valued crops. Therefore, a project seeking to promote the

adoption of appropriate technology can have a significant impact on

the income of the rural poor thereby improving the distribution of
 
income in Honduras.
 

C. Small Enturprises
 

1. Background
 

According to the current population estimates of the GOH (1974

Census Revised), 
the population of Honduras is approximately 3.4

million of which 65 percent live in the rural areas. 
 The economically

active members, between the ages of 15-65, have been estimated at 30
 
percent of the total population. The annual increase is significant;

currently estimated at 
3.6 percent for both the total and the economi
cally active. Although agriculture continues to be the largest em
ployer of labor (approximately 65 percent), 
the number of agricultu
ral workers only increased about 2.0 percent annually from 1975 to

1977. As the economically active population, much of which resides
 
in the rural areas, continues to grow at a rate above the absorptive

capacity of the agricultural sector, employment must be found else
where. 
The area with the most potential to expand employment oppor
tunities is the industrial/manufacturing sector which is second to

agriculture in its contribution to GNP and as 
a source of employment.

It is believed that with certain managerial and technical inputs, the

production of artisan, small or medium enterprises and also the productivity of workers may be significantly increased resulting in a
greater contribution to the GNP by the industrial/manufacturing sector.
 

2. The Industrial/Manufacturing Sector
 

Four groups make up the industrial/manufacturing sector in Hon
duras: 
artisans and small, medium and large industries. The target

group as defined Li this project encompasses all but the large indus
tries with thr main focus being on artisans and small industries.
 

In spite of the overwhelming numbers of enterprises which fall
within the artisan and small industry categories, their economic im
pact with regard to value added is disproDortionately small. As seen

in Table 2 below, the large and medium industries contributed 75 per
cent of the total manufacturing value added and provided 37 percent

of the total work places yet constituted less than 1 percent of the
 
total number of establishments.
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TABLE 2
 

THE INDUSTRIAL/ANUFACTURING SECTOR ,/Number Of 
Establish- Persons Value Added

Component ments Occupied (US M) I 
Artisan2/ 36,973 97.8 50,000 
 57.5 27.5 18.6

Industrial 	 849 
 2.2 37,000 42.5 120.0 81.4


Total 37,822 100.0 87,000 100.0 147.5 100.0
 

Industrial:
 

Small 478 56.3 4,600 12.4 8.5 7.1

Medium 196 6,300 15.5
23.1 17.0 12.9

Large 175 20.6 26,100 70.6 96.0 80.0
 

SOURCE: Industrial Census, 1975.
 

,/ 	 Artisan: 0-4 persons occupied.
 
Small: 5-19 persons occupied.

Medium: 10-49 persons occupied.

Large: 50 and more persons occupied.
 

2/ 	 This figure is probably greatly underestimated due to an in
accurate census technique and undercounting of part time enter
prises. The Small Industry Survey conducted by AID/CDI indi
cates that the true number of units probably exceeds 75,000.
 

Approximately 10, 050 establishments are located in the target
area of the Project of which 9,400 are artisans, 600 small indus
tries, 50 medium and 10 large. They are involved in the following

activities: textile 34.3 percent, food 19.1 percent, wood work 11.3
 
percent, metal 7.7 percent, construction 6.7 percent, leather work

4.9 percent, artisan work 4.7 percent, ceramics 4.6 percent, repair

services 3.4 percent, palm products 2.5 percent, and others 0.8 per
cent.
 

As described in previous sections of this project paper, it is
believed that the principal constraints to increased small scale in
dustrial production and productivity are the lack of managerial,

technical and marketing skills. In order to lessen or eliminate these
constraints, the project will provide technicians who will give assis
tance to the artisans and the ownersof small and medium industries
 
to better manage their resources.
 

These technicians will also endeavor to aid in the establish
ment of new small and medium industries some of which may be financed
through the fund being established as part of the grant. Some of the
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already established exterprises may also receive assistance from the
 
fund for expansion on a selected basis.
 

The following table gives an estimate of the number of exterprises

that will receive information, training, and assistance from the
 
field staff of CDI on an intensive basis during the disbursement
 
period of the grant. Estimates of the annual number of beneficiaries
 
and additional enterprises assisted after the disbursement period

but within the life of project are given in Table 6. In addition to
 
those listed in Table 3 and Table 6; many enterprises may be benefited
 
directly or indirectly by policy changes resulting from the GOH Policy
 
Analysis element of the Project.
 

TABLE 3
 

ENTERPRISES ASSISTED
 

Enterprises Assisted
 
Number per During Disbursement
 

Status Survey Period
 

Established Enterprises
 
Artisan 9,400 1,300 
Small 600 185 
Medium 50 15 

Sub-Total 11500 

New Enterprises
 
Small 30 
Medium - 10 

Sub-Total -


TuTAL 10,000 1,540
 

3. Cost-Benefit Analysis of Small Enterprises
 

In order to determine if it will be in the interest of tl.e indi
vidual entrepreneurs and also in the interest of the country of Hon
duras to participate in this project, a financial and economic cost
benefit analysis was conducted. Benefits were the increase in value
 
added of the enterprises due to training, information and assistance
 
by the CDI staff as shown in Tables 3 and 6. Although some granting

of equipment may take place under the project, it has not been taken
 
into consideration in this analysis. Costs were the sum of A.I.D. and
 
GOH inputs to the Small Enterprise activity, the continuing costs
 
of the GOI to maintain the program and the costs of the enterprises

associated with the increases in value added. In estimating the bene
fits and costs, an equivalent level of effort in the initial target
 
areas was assumed from year 6 to 20 as during the five year disburse
ment period.
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In the following table, the financial net present value represents

the return to the entrepreneur, i.e., the artisan/owner and owners of
 
small and medium industries. As can be seen the return is significant

representing $3,643,000 over a 20 year period. 
To arrive at the eco
nomic NPV, the institutional costs applicable to the small enterprise
 
program were added and the production costs of the entrepreneurs were

adjusted for transfers (taxes and interest payments). Since labor at
 
the market price does not adequately reflect the true economic cost to

Honduras in terms of foregone production (the opportunity cost), a
 
shadow price of labor was calculated and used to adjust the labor costs.
 
(See Table 7). 
 Even after absorbing the rather significant institutional
 
costs of over $20 million over the 20 year life, the NPV is positive.

The actual economic rate of return is 13.6 percent.
 

An attempt was made to quantify possible secondary benefits or
 
spread effects which may reasonably be expected from the Small Enter
prise component of the Project. The assumption used to calculate the

benefits was that the established artisans and small entrepreneur whose
 
production was increased as a result of this project would act as trans
mittal agents of information or assistance which would result in similar
 
increases in production in one-half as many artisan establishments and

r.e-fourth as many small enterprises. Cooperatives and other GOH

agencies may also spread appropriate technology information. No new
 
industries were assumed to be started or information disseminated by

medium industries for the estimation of secondary benefits (See Table 10).
 

As a result of these spread effects, the NPV of this section of
 
the project increased to $1,778,000 and the IERR to 15.7 percent.
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TABLE 4 

SMALL ENTEPPRISES NPV IL/AND !ERR 21 

(US$ 000) 

Economic Net 
Financial Net Economic Net Benefits (Primary 
Benefits at 12% Benefits (Primary) and Secondary) at 
Discount Rate at 12% Discount Rate 12% Discount Rate 

YEAR ENTREPRENEURS HONDURAS HONDURAS 

1 - (808) (808) 
2 14 (1,263) (1,252) 
3 40 (1,098) (1,073) 
4 80 (925) (884) 
5 131 (570) (514) 
6 117 16 76 
7 209 152 215 
8 238 266 331 
9 255 344 410 

10 260 386 451 
11 263 425 489 
12 260 443 505 
13 254 451 511 
14 247 453 511 
15 238 449 505 
16 229 441 493 
17 218 430 480 
18 208 415 463 
19 197 400 444 
20 185 382 425 

TOTAL 3,643 789 1,778 

Internal Economic Rate of Return (IERR) for Primary Benefits
 
is 13.6%.
 
Internal Economic Rate of Return for Primary and Secondary
 
Benefits is 15.7%.
 

NOTE: See Tables 6 - 11.
 

l/ Net Present Value
 

2/ Internal Economic Rate of Return
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4. Employment Effects
 

It is estimated that 1,679 work years of employment will be gene
rated and 838 permanent jobs 1/ created during the five year disburse
ment period 2/ and 50,938 work years and 5,288 permanent jobs during

the 20 year 'ife as a result of this project. 3/ Out of a total bene
fit stream of $72,203,000, about $33,701,000 wTll flow to rural workers
in the form of wages. Since a shadow wage rate was used in the ana
lysis, these estimates have been adjusted in order to arrive at the

incremental 
work years and permanent jobs that will be available in

the target areas due to the project: 672 work years and 335 permanent

jobs during the disbursement period, anC 20,375 work years and 2,115
permanent jobs during the life of the project; 
and the net flow of
 
wages to workers would be increased by $13,480,000 4/. This represents

an increase in current permanent jobs (full time equivalent) of 12.3%.
 

By reducing the number of project generated jobs and workyears

by the shadow wage rate factor, the most conservative approach has
been taken. Inherent in this, is the assumption that the vacated em
ployment, whether it be farm or other, would be totally lost to the
 economy rather than redistributed to other unemployed or underemployed

individuals. 
 This is highly unlikely with or without the dampering

effects of this conservative assumption; we expect redistributional
 
income effects and an improvement in the quality of life for many

rural residents.
 

D. Rural Households
 

The development and adaptation and dissemination programs of the
project will make non-agricultural technologies available to approxi
mately 5,000 families throughout the rural area. These technologies

will have application either to improve production and income earning

activities or for improving the quality of life.
 

One example of a possible income earning (saving) technology that
 may be further developed and applied to Honduras is the Lorena stove.

Although a detailed analysis has not been done by the Mission, it is

estimated that with this improved stove, the amount of wood required

will be reduced by 25-50 percent. Therefore, if the wood is gathered

the time saved may be productively employed elsewhere or, if the wood

is purchased, as it may be in small rural communities, income will be
saved. This, and other technologies will be carefully researched and

evaluated during the life of the project.
 

1/ Permanent jobs is defined as 
full time equivalent jobs.
 
2/ As explained in Table 7 we assumed that it would take 5
 

years for a new enterprise to reach the average value added.
 
1/ Jobs created were estimated by dividing total labor dollars in the


5th and 20th years by $450 (minimum wage) for artisans and $750
 
(estimated) for small and medium enterprises.
 

4/ For the calculation of operating costs, the approximate percent of

labor and other costs of value added currently in effect was used.

To the extent that the project is successful in increasing produc
tivity, however, the marginal costs as a percent of value added may

decrease due to greater efficiency of operations resulting in higher

rates of return but also a decrease in labor costs and therefore
 
employment projections.
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TABLE 6
 

RURAL TECHNOLOGIES - SMALL ENTERPRISE ACTIVITY
 

Number of Enterprises Assisted
 

Y 	E A R S
 

1 2 3 
 4 5 Sub 	Total 6-20 


-- 200 300 400 400 1,300 260 
-- 25 5040 70 185 40 


-
 -- 3 5 7 15 3 

225 343 455 477 
 1.500 303 


-- --	 5 10 15 30 3 

2 3 5 10 3 

7 13 20 40 6 


225 350 468 497 1,540 309 


Y_	Assumes growth in numbers of small and medium enterprises.

Also, it allows for the possibility of an enterprise being

assisted more than once with further resultant increase in

production. 


Total 

5,200 

78531 

601/ 

6,045 a 

La 

75 

55 

130 

6,175 

C 
ol 

I-0 
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TABLE 7
 

RURAL TECHNOLOGIES - SMALL ENTERPRISE ACTIVITY
 
Estimates Used in Cost/Benefit Analysis
 

A. 	BENEFITS:
 

1. 	ESTABLISHED ENTERPRISES:
 

a. 	Artisan: Estimated a one-time 20% increase in value
 
added (average annual value added $750).
 

b. 	Small Enterprises: Estimated a one-time 10% increase
 
in value added (average annual value $17,800).
 

c. 	Medium Entermrises: Estimated a one-time 5% increase

in value added (average annual value added $79,000).
 

2. 	NEW ENTERPRISES:
 

a. 	Small Entermrises: Estimated to reach average value
 
added in 5 years.
 

b. 	Medium Enterprises: Estimated to reach average value
 
added in 5 years.
 

B. 	COSTS:
 

1. 	ESTABLISHEL ND NEW:
 

a. 	Artisans - Labor 84% of value added
 

- Other 2% of value added
 

b. 	Small and Medium - Labor 42% of value added
 

- Other 14% of value added
 

C. 	SHADOW PRICE OF LABOR: 

Formula used: 
Shadow wage rate - 1/2 Minimum Wage + Minimum Offering Price 

2 

.5 ($1.80) + $1.25 - $1.07 
2 

Adjustment factor * 	$1.07 - .6
 
1.80
 

Although the shadow wage rate calculated is imprecise, it is considered a more accurate measure of the opportunity cost of labor than

either "0" or the minimum wage. The source for - above formula is

Robert Nathan & Co., and the appropriateness of ., application to

Honduran has been verified by a former Robert Nathan economist workIna
 
in Honduras.
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E. Financial Plan
 

The total cost of the project is $14,036,900 of which A.I.D.
will finance $3,930 000 and the GOH 15,106 .00 The foreign exchange

cost financed by A.I.D. is $2,075,000 and local cost $6,855,000.
 

The GOH counterpart contribltion to the project represents 36
percent of the total cost and A.I.D.'s contribution amount to per
cent.
 

Obligations in amount of $850,000 will be made in FY 1979, significant disbursements will begin in FY 1980 and be complete by FY
 
1984.
 

Appropriate tables are found on page 63.
 

F. Recurrent Costs of the Project
 

For the MNR technology development and adaptation and information
activities in the 5th year of the Project the GOH will contribute

US $431,700, or 80% of the total budgeted amount for that year
($525,700). 
 In year 6, after which AID's contributions will have been
phased out, GOH costs 1/ will represent a 34% increase in the amount
 over the previous year. By 1984, 
the GOH contribution necessary to
absorb the activities of the Project will represent less than 2% of
the total MNR budget for agricultural operations.
 

For the CDI activities in the 5th year, the GOH will contribute
US $1.0 
million, or 42% of the projected total budget for that year
(US $2.5 million). 
 In the 6th year, GOH costs to sustain CDI project
activities will be US $2.5 million. 
This will represent an increase
of the total CDI budget in the 6th year of 30%; in addition the
increase needed in the total INFOP budget in the 
same year will be
 
less than 1%.
 

The activities of the Ministry of Economy financed by the
project will only require an increase in its budget for the 6th
 
year of less than 3%.
 

The rinancing necessary for the 6th year for the CIIBANTRAL
unit of the Central Oank will represent an increase of less than
1% of the bank's budget. The increase in the budget of the UNAH to
absorb 6th year prcject activity costs will be less than 2%.
 

I/ Assumes a 10% inflationary increase over 5th year costs.
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, C1 

-iaUAL SM.rL IMUUSlTEJ0UIPUT CUNTINULI 

4 Total 

-Prwy-j Services £ 

pjmt. Offices 
FunctiuliIng

2 2on.I oftices 
7 [xtenstunists 
Info Centter functlo 
functionitrj 
Irdin. Prutra-
Drs lyn 

C . -act wijh IftOP 

Stiolies Division 
- Stiffed 
- 500 Enterprises 

Surveyed 
2 Industry Studi 
2 Case Studies 

-4 70ial Offices 
-16 Extensionist, 
-2 Industry Feasibil-

ity Studies 

Zonal Inventory
9 Studies of Industry 

Types. Case Studie 
Market Studies, 
Credit & Evaluaton 

-3 New I dustries 
Started 

-3 Expansion Grants 
-6 Industry Fedsi-

bility Studies 

Same Level 

-
of Activity 

-4 New Industries 
Started 

-13 Expansion Grants 
-15 Industry Fedsi-
bility Studies 

Same Level 

of Activity 

-tAffed 
Func tion Inj 

-Iionduras Assoc. of 
Information Centers 

-Staffuctionn 

-Union Catalog 
Complete 

-Staffing dissolved 
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ESTIMATED ANNUAL EXPENDITURE BY FUNCTION
 

EXPLANlATORY NOTES FOR RECURRING COSTS
 

A. General Note: Year six costs remain the same through year ten. 
 Costs
 
for years 10, 15 and 20 are expressed inyear five dollars, and are assumed
 
to be the same as the costs inyear five except as noted below.
 

A. Small Farmer Techi.ologies System
 

i)Management and Coordination -- It is assumed that the office of
 
the GOH program coordinator and the A.I.O. PSC program coordinator are
 
eliminated as coordination becomes institutionalized.
 

ii)Training, Demonstration and Dissemination -- Training costs are
 
assumed to remain constant, but progressive reductions 'ndemonstration
 
costs should be experienced as it becomes more feasible to recoup costs
 
for demonstration items from small 
farmers, and reductions indissemination
 
costs should be experienced as dissemination of appropriate technology

increasingly becomes a standard function of the MNR extension service.
 

B. Rural Small Indus,-y Development System --


I)Management and Ciordination -- Reduction reflects elimination of
 
the A.I.O. and GOH prog'am cnordinators.
 

ii)Identification and Information -- Reduction assumes that CDI will
 
be disseminating information on a cost-reimbursement basis to industries
 
that can afford it.
 

iii) Technical Assistance, Training, Dissemination, Credit Systems,

New Industry Development -- Reduction assumes no new funds needed for
 
the experimental credit activity, although reflows would continue to

be rolled over. The activity would institutionalize the use of other
 
credit funds, rather than establish CDI as a credit institution. The

r4duction also reflects the assumption that while CDI will continue to
 
be active in the area of doing feasibility studies and promoting new
 
Industry investments, Its role as a financier should reduce as 
rural
 
areas become more attractive for Investors.
 

iv)Human Resources, Sdnall Industry Advisory Office, Policy Analysis 
-.

The reduction assume the elimination of CDI ,upport to UNAH for its
 
small industry program. The purpose of the activity Is to reorient

training at the Univer,Ity, rather than to add additional teaching and 
student capAcity. While it isvery possiLle that the function of the
Policy Analysis Unit would be integrated Into central planning opera ions, 
tho associated co~t% would remain, 
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C. Rural Households System -

i) Management and Coordination 
-- Reduction assumes elimination
 
of GOH and A.I.D. program coordinators, and assumption by CDI
 
management of any coordination function.
 

ii) Dissemination -- Reduction assumes that while the GOH would
 
continue to support PVO dissemination of approoriate technologies,

more of the costs would be absorbed by the Vol. Ags. voluntary

contributions as 
their budgets expand. In addition, GOH institutions
 
such as the MtJR (home economics extension service) and JNBS (National

Welfare Organization) will increasingly be able to assist in the
 
delivery of appropriate technology to rural households as part of
 
their regular programs.
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DISBURSEMENT PLAN 

A.I.D. 

TOTAL 

Pro]ect Years 

1980 

1 

1,485.0 

64.4 

1.51:9.4 

1981 

2 

1.324.0 

712.0 

2,536.0 

PROJECT YEARS 

1982 

3 

2,067.8 

1,049.6 

3,117.4 

1983 

4 

1,833.9 

1,537.9 

3,371.8 

1984 

5 

1,719.3 

1,742.9 

3,462.2 

TOTAL 

8,933.0 

5,106.A 

14,036.8 

I/ Project years are approximately the same as fiscal years. 
1 

I 

0 
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scV. SOIA nAALYSIS
 

A. Small Farmer Technology Component 

The target group for this component is approximately 50#000
small individua~l and agrarian reform farmers . While the target
 
group of the Small Farmer Technologies Project was principally

the Agrarian Reform farm sector, this project will increase emphasis
 
on individual small farmers, with landholdings between I and 35
 
hectares. Target farmers are profiledin detail in the Agriculture

Sector Assessment for Honduras. Zn addition, the Social Analysis
for the Small Farmer Technologies Project (522-0123) contains 
a detailed consideration of the feasibility of the strategy for 
introducing Intermediate technology to farmers. 

2, Feasibility 

The types of technologies to be eloyed vary with the factor 
endowments and constraints faced by small farmers. Since specific
technologies are to be developed as part of the Project, social
feasibility questions can be addressed only in terms of the method
ology to be employed. The Project will ntroduce appropriate
technology developed by a research team and tested in a development
context. Since the project Includes a socio-economic studies 
component, the Development and Adaptation (DA)activity will 
take into account cultural as well as ecological, organizational
and economic factors In developing the wappropriatenesso of Imple-.
ments. The socloecoonomic studies component will play a critical 
role in judging the cultural appropriateness of improved technology. 

2. Difuion
 

Diffusion of technology is enhanced by Its appropriateness
 
to prticlarcultural and ecoloical.milieus, Th.e tendency of
technology to ceate its own difusion effects Is well known.

Therefore, the move appropriate the technology to be developed#
the greater likelhood that It will diffuse biyond the demonstration 
stage. 

Zn general, farmers judge an item of farm technology to be
feasible on the basis of economic and eocolofioal conslferations
within the context of their current cultivation prato.co Deal,.
*sionson the feosbility of technology are not made by peasants 
on the basis of tradition, but on demonstrable utility within
their circumscribed environmente. The Project design correctly
*Includesa demonstration phase, where target group famers can 
test the utility of technological Item being develoe in the 
0 A A effort TiI is In consonaneO With antohro c al studies
of technolloal dvelopbmt which give ample evideno that techno
logy is judged feasible because of otappropriateness, or "fit, 
to a given situation, W 
/ e Bolbber, Alan. teads of the on lowifor
 

an instruc~ve case study.
 

8,11 ~iIB'UO VI *ll I 

http:prato.co
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Small farmer technology development in Honduras will be faced

with such cultural considerations. Thus, for example, the feasibi
lity of improved plows is determined not only by its technological

adequacy but by existing farm practices. Plow agriculture is ecologi
cally 	feasible in some areas of Honduras where it is 
not actually

practiced. Introduction of an improved plow in such areas is 
less
 
feasible than in areas where plowing is 
already practiced, because
 
of the greater magnitude of change in cultural practices. l/
 

3. Distribution of Benefits
 

ThQ target group for this component is individual small farmers
 
and reform groups, 85 percent of whom are defined as poor. The
 
distribution of benefits, then, is in accord with AID's mandate
 
to benefit the rural poor majority. It is highly unlikely that
 
medium and larger farms will benefit substantially from the types

of technology to be developed in this Project, 
as their factor
 
endowmenti are appropriate to technology that is already developed

and on the market. The demonstration target group will be expli
citly chosen from the target group defined in the Assessment.
 

Some items of technology may diffuse to secondary beneficiaries
 
outside the target group. Furthermore, the benefits of increased
 
production and productivity should accrue not only to the small
 
farmer but to consumers of agricultural produce. It is difficult,

because of the complexities of marketing and pricing schemes,

to be precise about the benefits to flow to these secondary benefi
ciaries.
 

4. Summa ry
 

Smal farmer technology will be designed with ecological,

socio-cult,1ral, and economic factors in mind, thereby enhancing
 
feasibility. Appropriate technology has 
a demonstrated tendency

to diffus.o rapidly beyond innovation areas throughout areas that
 
are appropriato to it. The light capital technology developed

in this Proloct will be appropriate to the factor endowments of
 
rural 	poor -mall farmers. Therefore, it will bo feasible "nd
 
should d1fu, relAtivoly rapidly after the demonstration :ago
 
to the farm target group.
 

B. 	 Socio-Cultural Annlyiii of the small Industry

rit Arti anrv ComI)0ont of therjc
 

The Small Induntry and Artisanry aloment of the Project will 
affect the fo1lowingl groups: 

1/ nw i, f)C.r, .ift in a !oxicin Villa.,d Ttpo tlIn 
t rn ir1 n raritty o UI-nO I n, 74 

teC41f.tr:tic (r*parion of plow and -nl) agricul-Al 
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t~r ~ " I*1 direct primary target population, composed of entrepreneur.

and workers in industries and artesanal shop,:ko hOUp aete £ ,t -' ..-LO £ua 

2. direct secondary target population, composed of families

of entrepreneurs and workers0
 

ntrepreneurs, and their families who receive bane
fits through the demonstration effect on non-client industries 
3. e employees 


4. the general population of the Project areas, which will be
affected primarily through the Income multiplier effect and access* 
 to the output of the affected Industries.
 

1. Characteristic. of the Three Target Groups
of th1e Small Enterprise-component 

There are a~proximately lo0,000 industries in the Project areas,
employing some 2 000 workers, average 2.3 workersan of per industry (including owner).
 

a. Entrepreneurs oo 

Entrepreneurs have the following characteristics. The averageage Is 40.1 years# of which 15.6 have been spent in Industry,though only half of these as an entrepreneur. The majority of
 
entrepreneurs (50.4 percent) are women, and only 20 percent are
single. The entrepreneur sup0ports, on children#the average, 3.7though the extended family size Is 6 persons. 

The literacy rate for entrepreneurs Is 77.9 percent# significantly higher than the rural literacy rate of 44 percent. However#only 60.9 percent can carry out the four basic arithmetic operations. 
Most entrepreneurs (84.9 percent) do not belong to any organization. Only 7* percent belong to industrial associations or Industryrelated organizations while 5.*4 percent belong to non-Industryorganizations. 

There are approximately 109,000 persons affected In a directbut secondary manner by the Project* icluding families of entrepre
neurs and workers. 

b. gelneral Population Affected by the Projeot 
Same 250,000 persons In the Pro eot areas will be affeatedtbyhe project either directly or Ind tly as users and/or rectp1ents of the services provided by entrepreneurs, affected directly. 

1/ A detailed profile of entrepreneurs and the constraintswhich they fae Is to be found In Annex a. This pgrofileto based on a survey of Industries In the rural areas carried 
out to provide , baseline Information for tho Project. 
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This population group is 49.5 percent male, living in families 
with an average size of 5.49 persons. The 2,614 hamlets and towns 
in the Project area have an average size of 27 households. None 
of these towns and villages can be characterized as urban by inter
national standards. 1V 

ce PovertX Rates
 

Accurate information on income of entrepreneurs isnot availa
ble. However, given the fact that 95 percent of all enterprises
have capital assets of $2,500.00 or less, an annual return to 
capital greater than 50 percent or a return to labor much higher
than there Is any reason to assume would be required for the entre
preneur to achieve a minimum annual family net Income of $1,500.00 
(for a family of six). Zn fact it would be difficult to achieve
 
a gross income above the poverty line at this level of capitaliza
tion if the family depended wholly on the enterprise.
 

Interms of the general population, analyses conducted for
 
the Agricultural Sector Assessment for Honduras show that 90 per
cent of the rural population is poor by absolute income and nutri
tionally at-risk measures. Both primary and secondary benefits
 
of the Project will be felt primaily by poor rural inhabitants
 
of Honduras through expanded employment, technical and, in some
 
cases, material assistance to smallmenterprises and access to
 
affordable and financially beneficial goods and services. 

2. Prolect lenefits
 

a. Nenefits to Entrepreneurs and Laborers 

The Project will directly benefit those industries located 
in Project areas. Zndustries will experience Increased profits,
which will translate into higher incomes for entrepreneurs. The 
use of apprepriate technologles for Increased output will Insure 
generation of more mployment, which will translate Into higher

ncome and more occupational security for workers. This rise 
In incoes and employment Is detaled In the Economic Analysis. 

These benefits will Lmpact on Impoverished rural dwellers
who are not currently the target of malor governmental or private 
programs. They will constitute an lmportant addition to the 003 s 
programs to Improve rural conditions which right now are predomi
nantly agricultural and do not Locus on alternative sources of
employment and Income. 

.~U.N. standards consider 20,000 to be the minimum nuber 
of Inhabitants for an urban area. This contrasts with
Honduran census criteria, under which all municipal

captals are defined as urban, as well as all towns
 
with more than 2,000 persons. 

http:1,500.00
http:2,500.00
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Women will benefit to a greater extent than men, since three
 
out of five entrepreneurs are female. This fact also is important
in terms of Project feasibility, as the Project design taken into 
account the requirements.for delivery of services that are imposed
 
on the technical assistance system by the predominance of female
 
users of Project services. 

b. Socio-Cultural Aspects of Project Benefits
 

The economic impacts of the Project will affect, and at the
 
same time be affected by# socio-cultural aspects of the target
 
group. The technical assistance system to be implemented by the
 
Project will include extension, information, communication, and
 
educational aspects which will Impact on the targetgroups. By
 
means of this system a flow of contacts, knowledge, and new expe
riences will be created (where It does not exist) or strengthened

(where t does exist) between the different members of enterprise

and artisanry target groups.
 

Zt is expected that the technical assistance system will
 
widen such aspects as:
 

-- World views which will lead the Individual and the groups 
of Individuals to see thatItheir world trandcends the boundaries
 
of their small village and region and that It Is related with
 
other regions and the rest of the country. This tmplies that a
 
series of structures that make up Honduran socluty can be better
 
seen and understood economic structure (especially regional

and national marketinsystem, credit system, etc.), social 
structure# politico-&aLnistrative structure, culture, etc. 

-- )tental schemes The entrepreneur will have a better understand
ing of his enterprise as a series-of Interrelated factorss planning,
production# quality control, marketing, administration, etc. 

co. Direct Secondary Benefits and Indirect Effects
 

The families of entrepreneurs and laborers will be secondary
beneficiaries of fhe Increased employment and income generated 
In small enter2rises. While entrepreneurial activity is not gene
rally the so.e source of family income, It Is substantial and 
increassi in Income will translate Into Improved quality of life 
for these families. 

The general population of the Project areas will be Indirectly
affected by improvements In local entseprise. As a minimum, they 
will be provided with wider choices of some manufactured items, 
as local products begin to compete with imported em, and with 
Increased quality in items being produced by local enterprises. 
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C. 	 Rural Poor Household Component
 

The third target group is the households of the rural areas,

though urban households are not excluded. Basic technologies

will 	be developed which will help the members of family units
 
to achieve improvement in their living conditions -- sanitation,

nutrition, health, etc. -- to diminish the cost of certain activi
ties 	and to provide some elements (such as water) which in some
 
regions are difficult to obtain. It is believed that the solution
 
to some aspirations of the household can be satisfied by means
 
of a 	basic technology.
 

As an example, the Lorena stove presents certain advantages:

(1) uses less wood than an open fire; (2) there is no smoke within
 
the house; (3) conserves heat for several hours; (4) can burn
 
sawdust, shavings, or sugar cane fiber; and (5) is safer and more
 
hygienic.
 

Another example is the use of rainwater which falls on roofs
 
and is channeled to a tank, above or below ground, to provide
 
a water reserve, especially for dry periods in some regions of
 
the country. For example, the zone of Choluteca has a precipita
tion 	of 72 cms. in April, June, July, and October; this technology

would permit an ordinary home owner to collect and store 7.2 cubic
 
meters of water which will assure the family 19.72 liters of water
 
available daily for the entire year. 1/
 

The constructicn of these two technological items would be

carried out primarily by the members of the family unit with 
some
 
technical assistance provided by the Project.
 

The impact of this project component on the population in
 
the affected areas, will be principally long-term, qualitative

changes.
 

D. 	 Readiness of Target Groups to Accept New Technologies
 

Although the Project has a built-in perspective and mecha
nisms to assure appropriateness of the technologies to be developed

and delivered, the question remains as to what degree are the
 
Honduran target groups willing to accept new .nethods, implements
 
and new habits.
 

The dissemination of a new farm technology, a low cost (under

$200) water wheel for irrigation hai been underway in Honduras
 
for about a year. The designer originally working on h's own

in Olancho installed 22 of these devices. He has since been hired
by the SrT unit of the tINR an1 has installed five in the JamastrIn 
Valley. Camesinos in these two area eagerly purchased the water
wheels and the cost of all but one was paid off during the first
 
full cron season.
 

1/ 	 The assumption of thq calculations are horizontal projections

of roof area of 15 m; only 66 percent of rainwater will be
 
captured. These ar conservative assumptions.
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The Lorena stove (a somewhat overworked example) has been
 
installed in over 300 homes in two areas of Honduras.
 

The Rural Industry Survey has shown that entrepreneurs have
 
identified training as an important need and are ready and eager
 
to be trained. These examples do not provide an extensive empiri
cal base for a conclusion but do provide support for the view
 
that the target groups are not dogmatic about new ideas.
 

E. General Asnects of the Three Project Components
 

Taking into account all three components, it is maintained
 
that this Project is feasible from a socio-cultural point of view.
 
It is prepared to realize its objectives, since those aspects

which could appear as problems with any pre-selected technology
 
are minimized by the Project strategy which is one of problem
solving within the context of target group resources and conditions.
 
The Project includes a socio-economic studies component, which
 
will maintain a constant communication between intended beneficia
ries and Project implementers, and facilitate the continual judgment
 
of socio-cultural, as well as technical, appropriateness of techno
logies developed by the Project.
 

The feasibility of the Project is also affected by zonal dif
ferences. Even though the zones share the same basic socio-economic
 
structure, there are differences of ecology, infrastructure, and
 
history, that will affect Project implementation. The Project
 
provides a regional structure and an analytical capacity for conti
nuously assessing and acting on the socio-economic reality of
 
each region.
 

All three components of the project are targeted on geographi
cal areas and population components that are priority zones in
 
the National Development Plan and are within AID's mandate. The
 
income levels of small entrepreneurs, small farmers, and rural
 
households place them in the category of rural poor to which AID
 
and GOH programs are directed.
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VI. IMPACT ON WOMEN
 

Of the three major components of the Program with a direct
 
impact on the target groups, two will benefit women primarily.
 
The Small Enterprise Development component will have an affirma
tive effect on the status of women because three of every five
 
entrepreneurs are women. The Appropriate Technology element is
 
to produce technology for household application, which should
 
reduce the drudgery of household tasks and improve working con
ditions in the household. The third major component, Small Farmer
 
Technology, will have a considerable impact on women, primarily
 
as a derivative of increased farm income.
 

A. Small Farm Technology
 

The Social Analysis for the Small Farmer Technology Project
 
Paper points out that wcrren have principal responsibility for
 
animal husbandry, garden plots and food processing on small farms.
 
One promising area for technology development is low cost irrigation,
 
which is particularly applicable to cultivation of garden plots.
 
Women can potentially both use and benefit from the use of this
 
type of technology. Thus, while the benefits of increased farm
 
income impact equally on men and women, the henefits from certain
 
technologies will be directly beneficial to women in their part
 
of the farm/household economy.
 

There is no likelihood that the small farm technology to
 
be developed will have a deleterious impact on the statais of
 
women. Labor-saving and labor intensifying technologies should
 
not have an effect on the social division of labor in farms.
 

B. Small Enterprise Development Component
 

Management assistance and technical assistance provided under
 
the Small Enterprise Development component will be of great benefit
 
to rural women, who constitute 58 percent of the small entrepreneur
 
target group, with heavy concentration in two activities to be
 
assisted by the project -- food processing and clothing manufacturing.
 

Women combine entrepreneuri'al and domestic activities, as
 
85 percent of all shops are located in the entrepreneur's house.
 
The extent to which domestic chores are a limiting factor for
 
development of the small enterprise is a manter to be analyzed
 
during the first year of the Program. Management assistance provi
ded in the Project will be tailored to the requirements of the
 
dual housewife-entrepreneur role, and the efficiencies to be
 
achieved in management should have a beneficial effect on both
 
roles. Technical assistance provided by the Project, both to
 
the baking and the clothosmaking indurtries, will beoefit both
 
the enterprise and the household, as domestic sewing and cooking
 
are carried on with the same equipment utilized for the enterprise.
 

In sun, this ccmponent provides a logical nechanism for promot
ing both the 3conomic and social wellbeing of women, improving

their domestic situation while increasing efficiency and income
 
in their industrial activities.
 

I ' 
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C. Rural Household -- Appropriate Technology
 

This component, while it will benefit all members of the
 
households in the target group, also has particular relevance
 
to women. Women invest most of their labor efforts in domestic
 
activities. The Project will focus attention on improving aspects
 
which have a direct impact on women such as improved methods and
 
utensils related to food processing and preparation, improved
 
fuel sources and utilization, improved water collection and storage
 
for both consumption and irrigation, and improved food production
 
for family consumption. It will have an indirect but also bene
ficial impact on women and children by attempting to develop im
proved building materials for self-help construction of homes,
 
low-cost furniture, etc.
 

The reduction of drudgery in household tasks is one of the
 
areas with the most potential for benefitting rural women.
 

q7
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VII. TECHNICAL FEASIBILITY
 

In a typical A.I.D. project the technical feasiblity analysis

relates to the appropriateness of the inherent technological charac
teristics of the project to the host country environment. Thus'
 
if establishment of a power generating capacity, for example is
 
the purpose of a project then the embodied technical coefficients
 
of the chosen means of generating power and the resulting impact

on such measures as employment, compatibility of the technology

with available resources, and the potential ease of spreading

the technology to nonproject areas must be examined. 
 If the techni
cal feasibility analysis determines that the technical choice
 
results in little lasting employment, is generally incompatible

with the existing resource mix or level of human rescurce sophistica
tion, or cost and other factors tend to limit the spread of the
 
intervention to nonproject areas, then ideally alternative means
 
of achieving the project purpose would be promoted.
 

In most capital projects this analysis can be carried out

with relative ease. The technical coefficients of the "machine"
 
to be financed by a project can be determined and analyzed: what
 
are the labor requirements? what are the skill levels required?
 
are they available in couittry? is cost a consideration for replica
tion? will other factors impede replication? However with projects

where institution building is taking place, the technical feasibility

question hinges not on well delineated alternatives (hydro vs.
 
deisel: large vs. small) but rather on the strategy adopted to

achieve the project purpose. This strategic choice we can call
 
the "implementation technology."
 

In this particular case the Project Purpose is to establish
 
processes which will produce new techniques or improvements in

existing technologies appropriate for 
use by small farmers, small
 
industrialists, artisans, and poorer households in 
rur3l Honduras
 
and deliver information on these improvements to rural inhabitants.
 
It is important to note that the technical feasibility of any

or all of the particular "appropriate technologies" eventual
 
outputs of the project is not under examination here. The re
search and development component includes such a test.
 

:he primary question then becomes: what is the appropriate

implementation technology to achieve the Project Purpose? 
What
 
strategy among the alternatives should be adopted? A description

of the choice made follows. An alternative is contraposed and

analyzed. Finally, the implementation technology chosen for this
 
project is judged to be technically feasible.
 

The choice made for this project is to build on the insti
tutional and human resource base already existing incountry. Hondu
ran institutions and Honduran technicians are 
the primary resources,

although with a more 
focussed mandate and additional resources.
 
Foreign technical assistance and project monies are to ccmplement

but not replace local input. This development technology clearly

places higher priority on the longer term davelopment of Hondurin
 
problem solving zapability.
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The question at hand: is this technically feasible? The
 
answer lies in the relationship between the chosen strategy and:
 
(a) the employment impact; (b) the ability of the host country
 
to utilize and maintain the technology, and; (c) the expected
 
spread effect.
 

Employment generation within the project is unimportant.
 
The qualitative aspects of human skill development are important.

Thus 	the number of personnel directly employed by the project

is of little concern but the embodiment of experience in project

personnel is of paramount concern. On balance, the number of
 
Hondurans employed by the project would probably vary little if
 
another strategy were chosen.
 

The chosen technology does impact on the ability of the host
 
country to utilize and maintain the technology. It can have nega
tive 	implications for project implementation by postponing iTmmediate
 
output. By involving existing institutions many organizations
 
have 	to be treated, complicating the implementation effort. And
 
where organizational functions necessary for implementation are
 
housed in different institutional bodies, then new and special
 
arrangements have to be worked out to focus the resources on the
 
task 	at hand. Skilled personnel are in short supply for some
 
of the needed work: experienced engineers, managerial experts,

cultural anthropologists or sociologists, industrial experts,

and market economists. It is clear that in differing degrees,
 
project activities will require some foreign assistance, and special
 
arrangements will have to be made to orchestrate institutional
 
resources on the implementation task. But while implementation
 
may be impeded by the number of institutions and existing lower
 
than desired skill levels, the continued maintenance of the project
 
is enhanced by the strategy adopted.
 

The third criterion, expected spread effect, is especially
 
germane. Subsequent replication to non-project areas of Honduras
 
will depend directly on the degree to which human skills are enhanced
 
to increase the problem solving capability of Honduran institutions.
 
It is accepted that the responsibility for development rests on
 
Hondurans and Honduran institutions. Thus the use of local human
 
and institutional resources creates a higher probability that
 
the work will continue once project resources are exhausted.
 

A test of this strategy can be performed by contrasting it
 
to alternatives that have been used in places without the institu
tional experience or human skill levels available in Honduras. I/

It could be argued that the development of appropriate technology

instruzments, both mechanical ard organizational, could only be
 
achieved by creating a new, single purpose institution, staffing
 

l/ 	 Both the alter:,atives which are discussed here in a summary

fashion wore analyzed in-depth by Mission staff and discussed
 
with the GOH early in the project development phase.
 



- 78 - UNCLASSIFIED
 

it with the best available talent and contracting experienced

foreigners to carry on the research and development phase and
 
design of an outreach system. During the life of the project

local skills could be developed. At the end of the project period

the foreign technicians would leave and the government or some
 
other institution would be expected to pick up the continuing
 
expenses. The problem with this approach is that while the new
 
institution can be developed, up to five years may be required

before the institution is operating effectively and "localization"
 
can begin to take place. Often it never happens. A place can
 
never be found in the government bureaucracy for the foreign sup
ported hybrid.
 

A second alternative is to consolidate existing roles and
 
capacities of government institutions into one central organiza
tion which can be built into a full performance institution.
 
Although to some extent this alternative makes better use of human
 
resources than the first alternative which may duplicate existing

roles and skills, it would have three siqnificant disadvantages.

The time required to negotiate such transfers of responsibility,

change of laws and mandates would delay beqinning the organiza
tion for at least two years. The ready acceptance of transfer
 
of all skilled manpower into new positions in a new organization

would not be assured. The institutional resources which are di
rectly related to and supportive of the units to be transferred
 
would be lost and would in some cases be unacceptable, e.g., the
 
Industrial Information Center at the University of Honduras has
 
an intimate relationship with and is indeed an adjunct to the
 
Engineering Department, staffed by faculty and students of that
 
department. The Small Farmer Technologies Development and Adapta
tion Unit is part of and collaborates with the Ministry of Natural
 
Resources which is carrying out on-farm agronomic research on
 
crops, cropping systems, conservation methodologies, etc.
 

In conclusion, the implementation technology is found to
 
be t~chnically feasible. 
 It relies on the maximum participation

of Honduran resources and minimizes the reliance on outside, tran
sient skills. Replication to non-project areas of the country,

where the same problem of inappropriate technologies for rural
 
inhabitants exists, will be easier. This finding is based in
 
part on the institutional analysis. Not only is the development

technology appropriate for the type of project envisioned but
 
the level of institutional and human development is sufficient
 
to successfully carry out the project.
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VIII. ADMINISTRATIVE ARRANGEMENTS AND INSTITUTIONAL ANALYSIS
 

A. Centro de Desarrollo Industrial (CD)
 

Few organizations have a long-term successful program of work
 
in the development and dissemination of light capital technologies
 
(farm and non-farm) and in giving assistance (technical-managerial
credit) to small rural businesses or other rural target groups.
 
Usually, there are successful organizations providing one or two
 
services, but Impact upon target groups is sometimes limited because
 
important complementary resources are non-existent or cannot be
 
coordinated and delivered in a timely fashion. Working toward
 
a variety of program objectives requires an organization to have
 
either an array of responsive services or access to them and the
 
capabilities to mobilize and deliver them.
 

CD: (formerly qCTI) has a long history of providing many
 
types of services to promote industrial development. While these
 
experiences are valuable the Rural Technologies Project will greatly
 
increase its responsibility and scope of action. Accordingly,
 
the success of the Project will depend upon eflorts to strengthen
 
the capacities of CDI for carrying out the Project. The Project
 
will give priority consideration at the sub-purpose level to strength
ening institutional capabilities in a concerted fashion. This
 
priority is shared by CDI top management.
 

1. 	Evolution of the Centro Coooerativo
 
T6cnico Industrial (CCTI)
 

CCTI was established in May 1960, by agreement betueen the
 
Secretaria de Economia y Hacienda and thr International Cooperation
 
Administratic-. if the U.S. Government. Its basic mission was
 
to increase pr&.ictivity of industrial and commercial sectors
 
in Honduras. In its formative years, CCTI engaged in a wide variety
 
of program activities, reflecting a continual experimentation
 
in program methodologies and an effort to establish a sound institu
tional identity. Some of CCTI's early program activities included:
 
training courses to various levels of industry and commerce (a
 
function largely taken over by the creation of the Instituto
 
Nacional do Formaci6n Profesional (INFOP) in 1973); provision
 
of technical and managerial assistance; preparation of feasibility
 
studies; education programs; and establisnment of a small credit
 
fund for ertisan development, among others.
 

Two areas of activity which were to have a lasting influence
 
on the organization were CCTI's administration of an artisan and
 
cottage industry project (with USAID support). Through this project,
 
CCTE assumed responsibility for an artisan training facility,
 
the Centro de Adiestramiento Artesanal en Valle do An'-eles (CAAVA),
 
in 1966.
 

The second activity area centered around the formal establish
ment of a Department for the Promotion of Small Industry Development
 
in 1971. Although CCTI had already been providing many forms of
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assistance in industrial development, the creation of this depart
ment highlighted a particular institutional and programmatic focus

toward lower income groups requiring technical and managerial

assIszance.
 

Both activities (artisan development and promotion of small
 
business development) formed the basis of its current program:
 

a. Industrial Promotion Activities
 

The promotion of industrial development has as its principal

objective to motivate small-scale entrepreneurs to organize them
selves. Since 1970, CCTI has sponsored four national seminars

and the first National Symposium of Small Industries in 1978.

Through these promotional efforts CCTI helped to promote the estab
lishment of the National Association of Small Industries (ANPI),

and the National Assocation of Artisans (ANAH).
 

b. 
 Credit Fund for Small-Scale Entreoreneurs
 

In 1966, CCTI made available a small credit fund to provide

financing to the artisan sector and for small industries which

could not fulfill normal banking requirements. CCTI has provided

315 loans for a total of approximately US$86,000.00 and recovered

all outstanding loans except for 
some US$3,500 considered unrecover
able.
 

c. Marketing
 

CCTI's activities in marketing have been designed to improve

income levels of artisans and to develop mechanisms for the sale

of goods. CCTI has investigated international market outlets
and has established seven artisan stores to sell products in Honduras.

In 1965, artisan sales amounted to US$3,600. By 1978 sales had
 
increased to US$322,000.
 

d. Technical-Managerial Assistance
 

Since 1971, various forms of CCTI's program of technical

and mznagerial assistance for small-scale enterprise have included:
 
studies for setting up or expansion of industries, marketing of

products, accounting and management assistance, assistance in

product quality, cost and budget analyses, and mark:t studies, among

others. 
 Between 1971-1977, CCTI had provided managerial-technical

assistance on 481 occasions. 
Most of this assistance was in the

preparation of studies for setting up 
or expansion of small indus
tries, with a slight preference toward the artisan sector.
 

e. Training Programs 

CCTI's efforts to provide training have emphasized the development of skills and subsequent employment of rural peoples primarily

in artisanry activities. Training is carried out in two centers:
 

cvi
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The Centro de Adiestramiento in Valle de Angeles (CAAVA) and the
 
Centro de Adiestramiento Artesanal in Baracoa, Cort6s (CAABAC).
 

CCTI has established two-year training programs for ruril
 
youth (both sexes) in a number of fields: ceramics, metal work,
 
carpentry, leather work, masonry and stone, wood carving, clothing, and
 
natural fibers, among others. CCTI's two rural training centers
 
have trained around 630 people over the last six years, most of
 
whom have specialized in carpentry and wood-working.
 

f. Technical Information Program
 

CCTI's program in technical information has consisted of
 
two types of information users: medium-scale entrepreneurs and
 
the CCTI technical staff. CDI maintains a list of 500 firms which
 
through a selective dissemination of information receive a listing
 
of potcntially useful articles and a qeneral interest bulletin.
 
CDI staff has used national and international information services
 
for various technical studies and appropriaLe technology projects.
 

g. Appropriate Technology Projects
 

In 1975, CCTI undertook a significant expansion in its program
 
in the selection and use of technologies appropriate to local
 
conditions and resources. For the first time, CCTI sought to
 
introduce on a pilot and experimental basis, technologies which
 
would have to be built, tested, and adapted in Honduras. With
 
little financial support, CCTI focussed its attention on techno
logies for lime, bricks, salt, henequen, charcoal, and brown sugar.
 
While previous CCTI efforts, with the exception of artisan activi
ties, had been primarily urban-directed, the appropriate technology
 
focus took the organization into remote rural areas of Honduras
 
and increased contacts with international organizations.
 

Other CDI appropriate technology projects under considera
tion are waste paper utilization for paper-making, fiber-cement
 
roofing materials, and coconut defibering technology. With the
 
exception of some technologies (such as brick kilns), most costs
 
are below $200.00, appear to be within current skill levels of
 
rural peoples, and offfer great promise for Jissemination.
 

2. Expansion of CDI's Program: 3978-Present
 

In 1979, the World Bank approved a US$15 million loan to
 
Honduras, with the Government of Honduras contributing US$5 million
 
in counterpart funds, to finance industrial investment projects
 
for small and medium manufacturing firms and for projects in the
 
wood industry. Financial intermediaries will make these funds
 
available for investment. Part of the requirements for loan appro
val to Honduras is the buildinq of institutional capabilities
 
to select, prepare, and finance investment projects and to provide
 
technical assistance to ensure effective use of credit to small
 
industries. To carry through with these requirements, the Govern
ment of Honduras issued Law Decree No. 687 which officially changed
 



- 82 - UNCLASSIFIED
 

the name of CCTI to CDI. Through this change, CDI would receive

additional support from the Government of Honduras to engage in
 
project promotion, preparation and technical assistance. Plans
also called for CDI to participate in training programs for project

appraisal and to have the UNDP finance the recruitment of new

staff and consultants to assist CDI. 
 The enactment of the above
 
steps is expected to enable CDI 
to provide assistance to around

25 Zirms in the first year and between 35-45 in subsequent four
 
years. However, current expectations are that the rural and micro
 
enterprises will not have access to the Wcrld Bank funds.
 

Law Decree No. 687 also broadens CDI's role to enable it
 
to "grant or channel through its means, credits for the establish
ment and operation of small and medium and artisanry enterprises."

The Inter-American Development Bank and CDI have prepared a propo
sal for US$500,000.00, which would establish a revolving fund

within CDI for loans to the artisan sector. CDI would provide

technical assistance (managerial, technological and marketing)

as part of the IDB-CDI program. The 1979 CDI program/budget reflects
 
the broadened mandate and a more deliberate effort to relate inputs
 
to program outputs.
 

3. Leadershio and Organizationa'. Structure
 

The Board of Directors and Senior Management Staff form the
 
top leadership of CDI. 
 The Board of Directors consists of the

Secretaries of State in the Office of Economy, 'Natural Resources,

Finance and Public Credit, Culture and Tourism, the Executive
 
Secretary of the Superior Economic Planning Council, a representa
tive from the National Association of Small Industrialists (ANPI),

a representit±"ve from the National Association of Industrialists
 
(ANDI), and a representative from the National Association of
 
Artisans (ANAH). The Minister of Economy is the Chairman of the

Board of Directors, and the Ministry of Economy is 
the liaison
 
office between the Executive Branch and CDI.
 

The principal functions of the Board include: 
 formulation

of CDI policies, approval of programs, general performance, regula
tions, manuals, annual work plans, budgets, loans, contracts,
 
agreements, and annual reports.
 

Senior staff of CDI consist of the Executive Director, Sub-

Director, a proposed head of Systems Development, Office of the
 
Internal Anditor, Legal Council. Six departments report to the

Executive Director: Department of Finances, Technical Assistance
Department, Regional Offices, Department of Production and Commer
cialization, and the Department of Administration.
 

4. Resources -- Personnel
 

CDT's 1979 budget proposed the hiring of new staff for a
 
total of 185 employees, 78 of whom are located in the central

office in Tegucigalpa. The remainder works in the regional San
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Pedro Sula office, two artisan training facilities and artisan
 
outlets. Staff by budget category is as follows: 16 employees

in Superior Managements, 9 in Financial Administration, 34 in
 
Technical Arsistance, 100 in Production and Commercialization
 
(mostly store clerks, workers, and artisan instructors), and 26
 
in Personnel Administration.
 

New hires proposed for 1979 reflect anticipated work: (a)
 
in credit assistance programs and enterprise development (6 contrac
tors 	associated with World Bank programs; (b) in program management

and administration (Assistant Auditor; Chief, Legal Advisory Depart
ment; Chief, Department of Finance; Chief, Technical Assistance
 
Department; Chief, Department of Production and Commercialization;
 
2 accountants; and 2 statisticians); and (c) in artisan development
 
(3 contractors in henequen, pottery, and gold/silver work; and 12
 
lower-level staff to work on production and commercialization of
 
artisan goods).
 

5. Resources -- Financial
 

CDI's budget projections for calendar 1979 is $4,712,250.00:
 

--	 Income/Sources for 1979 

-- Current Sources 1/ $ 745,200.00 
-- Support from Central Government 1,225,000.00 
-- CDI Funds (carry over) 305,750.00 
-- Loans 2/ 2,442,750.00 

--	 Expenses 

--	 Executive Manageir-nt $ 286,500.00 
--	 Administration of einances (Includes 

$2,450,000 in pass-through credit
 
funds) 	 2,630,000.00
 

-- Production and commercialization 1,087,950.00 
-- Administration/Services 	 286,850.00 
-- Technical Assistance 	 420,650.00 

6. Other
 

CDI plans to move into a new office building in 1979 which
 
will have increased space to handle additional staff. CDI has
 
policies for hiring, general personnel administration, procurement'
 
of goods, etc.
 

1/ 	 Interest on loans, profits on sales, technical assistance
 
services, etc.
 

2 	 fR,prqsents a proposed $500,000.00 Loan from the IDB. The
 
source of the balance in not yet determined.
 

/g
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7. 	Appropriateness of CDI's Function and Mission
 
to Proposed Project Activity
 

a. Past Performance Record
 

CDI's most successful and consistent program activity has
 
been with artisan groups. CDI's program in this area has included
 
the acquisition of raw materials, administration of rural training

facilities, provision of credit, purchase of finished artisan
 
goods, and their marketing through CDI supported storev. Institu
tional experience that CDI has acquired over 
the 	years in the
 
artisan sector offers the potential for transferability for other
 
rural industries. Through its artisan program CDI has had a modest
 
but successful program of granting very small amounts of credit,

and is perhaps the only state-supported institution to have had
 
such experience even on 
a very limited basis. To date, however,

there is little information regarding the effectiveness of its
 
feasibility study capability or of 
its technical assistance to
 
small industries.
 

Because of a shortage of funding and a consequent lack of
 
staff and training programs, CDI's Information Service activities
 
have been confined to limited dissemination efforts and information
 
acquisition on an as-needed basis.
 

In the area of appropriate techn:logy projects, CDI's efforts
 
have not gone beyond the prototype stage or pilot/experimental

field tests. As in many similar-type programs, CDI has 
encoun
tered difficulties with widespread dissemination due to a lack
 
of: (a) scientific and technical skills; 
(b) 	sufficient testing

and experimentation; (c) permanent staffing and long-range funding:

and d) an effective technology delivery system.
 

8. 	Compatibility of Current Services with those
 
Proposed in Project
 

The challenge to CDI will be to capitalize upon its past

experiences and to translate them into a long-range and purpose
ful program. It is to CDI's advantage to have had a wide variety

of institutional experiences because the project will rep.',sent

a major axpanion of current sevrvices (technical information,

small bus.ness development, appropriate technology projects, produc
tion and marketing assistancn). 
 The legal basis for CDI, as stated
 
in Law 687, is entirely compatible with the purpose and activities
 
of the project.
 

9. 	Commentary on Orqanizational Strcture
 

Tho structure and staffing for the Rural Technologies Project

will be integrated into the existing organizational structure
 
on a limited basis during the first two years of 
the 	proqram after

which there will bn a review to determine whethr greater intet7ra
tion can take place. 
 The 	basic reasons for this partial integration
 
follow:
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a. Current functional divisions within CDI, parti
cularly the Technical Assistance Department, are fairly well occu
pied with ongoing programs and with the anticipated activities
 
of the World Bank program and others such as the Inter-oinerican
 
Development Bank. To place the program activities of the Project
 
into the existing Technical Assistance Division would constitute
 
an overload of program activities having distinct methodologies
 
and target groups.
 

b. Likewise, nearly all of the present activities
 
of the Departrient of Production and Commercialization are directed
 
specifically toward long-term artisan training and production
 
at its training facilities. While the project will assist arti
sans, the focus will be to provide technical assiatance in the
 
rural areas.
 

c. A limited integration of the prcgram will
 
help to ensure proper testing of program methodologies, more direct
 
supervision of staff and tighter administrative planning.
 

10. 	Structure and Staffing of Rural
 
Technolcaies Prolect,
 

The placement of some project personnel into existing CDI
 
departments will help to achieve a li.-ited integration at the
 
outset: (a) in the Departmoent of Finance, there will be additional 
positions for two accountants, a Procurement/Contractn Officer 
and Appropriate Technology Grants Officer who will work on finan-" 
cial matters relating to sub-grants and contracts; (b) in the
 
Sn 	Pedro Sula regional office, two L -aff (Industrial Engineer

and 	Small Dusiness Administration Specialist) will assist black-.
 
smiths on the Nlorth Coast; (c) in the Department of hdministration 
(Personnel.), a position for a Personnel Officer 
will be necessary
 
to handle the additional workload resulting from new hire° for
 
the 	 propect; (d) supervision of the Technical Information Service 
(TIPS) , now inder the Technical Assistance Department, will be 
transferred to tho Project but will continue to be use- by all of 
CDI: and (e) Project management staff will work. closly with the 
Systems Dev lopment section, which focussea -n long-range planning
and managment questions, for the purpose of an orqani.ation-wide 
integration of functions and programs. 

The Projeoct (:,e, CDI organiznational chart, following pnage)
will have a 'roqr'an manatir, reportinq to the Lecutive Director 
of CDI. The maiizagetr-wit-Ti anzis.-ttr by: 

a. Peporting and .-.valuation offctr -- Thin porson
compileo.- d anal-'r, inf rmation and ata to proparo program
report", as -q Mannger in :onitoring -choduleallstn '.m 	 progranm
ulndartakde or arr.ngr for zpocial evaluation ntudlt to tn-aure 
program rp.i':t: p-repar o portn for aeneral public rolations 
and information. 

4 



CDI ORGANIZATIONAL STRUCTIJRE FOR RURAL TECHNOWGIES PROJECT
 

BOARD OF DIRECI ORS 

FINACEEPATMET-1 EXECUTIVE DI RECTIOP 

FINACE EPATMET-PROGP,V4 ADVISORY PANELS/COMIITEFS 

7U~fTS .;ME -)VRH PROGRAM MANAGER REORIGEALUT='l~ 

LEGAL, CCANCITT 1 -- - U-- . 't 

STDE rmNCAL 
'-ERVICE* 

PROGRAMATSERVICES DIVISION] 

ZON4ALZOAZOAZNL 

OFFICE OFFICE OFFICE OFFICE 

.FFICES1 OFICESI OFFICES l 1OFFICES 0[ 

En 

H 

hi 



- 87 - UNCLASSIFIED
 

b. Program Advisory Panels and Rural Technology
 
Management Committee -- These panels and committee will be formed
 
to aid in review and selection of specific project activities;
 
to render practical advice on the feasibility of a program activity,

technology, etc.; to recommend roles and relationships when activi
ties require multi-agency coordination.
 

The Rural Technology Management Committee is designed to
 
aid the CDI Program Manager and the Executive Director of CDI
 
in the approval of major program decisions, inter-institutional
 
relationships, and contracts and grants. The committee will be
 
chaired by the Director of CDI and will include the General Program
 
Coordinator as Secretary, the Director of Operations or designee

of the Ministry of Natural Resources, a designee of the Ministry

of Economy, and a representative of CONSUPLANE. The committee
 
will act on inputs provided by three panels:
 

(1) Farm Technology Advisory Panel -- This panel will advise
 
on matters relating to the selection of farm technologies, dis
semination methodologies, and multi-agency agreements and roles.
 
Membership will include representatives of an MNR regional exten
sion office; INA; campesinos and members of campesino organizations

such as ANACH, the MNR operations staff (Agricultural Mechanization
 
Program); the Farm Planning Advisory Group; and possibly representa
tion of agricultural equipment distributors.
 

(2) Small Industry Advisory Panel -- This panel w;ill advise
 
on major program issues affecting the improvement of existing
 
or start-up of new small industries. Membership will include
 
entrepreneurs; a representative of the Honduran private banking

association; representatives of ANPI, CONADI, and FONDEI.
 

(3) Appropriate Technology Advisory Panel -- This panel

will focus on technologies relating to rural households of a non
farm nature. Membership will include representation of rural
 
women and women's groups such as JUFEDECO and FEMUCH, the JNBS,
 
INA, the MNR extension service, and campesinos and campesino organi
zaticns such as ANACH. Additional technical expertise may be
 
provided by a private mechanical or civil engineer member of the
 
panel.
 

In addition to the above advisory panels to program management,
 
tne creation of an informal advisory committee of international
 
donors is being discussed. This committee would provide better
 
coordination of related donor activities and improve access to
 
professional expertise available through these organiza
tions. Probable membership would include representatives of the
 
British Overseas Development Ministry, IDB, UNDP, FAO, OAS, CIDA,
 
and the German development organization.
 

c. Training and Institutional Liaison Officer 
will assist the Program Manager in monitoring formal and informal
 
institutional relationships and coordinate and manage training
 
programs.
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The Program Manager will also supervise and coordinate the
 
work of three divisions: (a) Studies Division (b) Technical Infor
mation Service and (c) Program Services Division.
 

The Studies Division headed by a Chief, will either with Division
 
Staff or consultants, prepare various studies and investigations
 
(longitudinal studies, case studies, industry sector studies, functional
 
studies such as role of credit, etc.)
 

The Technical Information Service, headed by a Chief, will
 
provide technical information and other services to Program staff,
 
other CDI staff, field personnel, small enterprises, etc.
 

The Program Services Division, headed by a Chief, will be
 
part of the delivery system of the Program, backstopping field
 
offices.
 

The Field Office Supervisor will supervise and be in close
 
contact with field staff in each of four field zones- consisting
 
of a Zonal Supervisor (having skills in business management), a
 
mid-level technician, and field agents -- all of whom will be
 
the liaison with clients and central office backstop staff. They
 
will make initial contacts with program beneficiaries, provide
 
technical and managerial assistance and draw upon backstop techni
cal services as required from central office staff.
 

11. Commentary on Resources
 

Top management has been stable, but there has been a turn
over in the past with engineers and other technicians. A recent
 
revision of the CDI wage scale has brought salaries in closer
 
alignment with private industry rates. Periodic salary adjust
ments should be made to retain qualified staff.
 

With the exception of staff already in place at the artisan
 
training facilities and in San Pedro Sula, the placement of new
 
staff in new field offices in rural locations will present recruit
ment problems. However, this will ae overcome by providing salary
 
incentives, adequate field fac-lities, smooth communications with
 
the central office, and recruitment to the extent possible of
 
people from the region, who have a commitment to rural development.
 

Skill levels will need to be upgraded given the innovative
 
nature of the Project and the need to apply skills in an appro
priate fashion. Accordingly, extensive staff traininq programs
 
are included and external technical and contract assistance will
 
be used both for performing a task and providing on-the-job train
ing to Honduran counterparts.
 

Existing staff and others to be hired in 1979 already have
 
assigned duties for ongoing CDI programs; and, therefore, the
 
Rural Technologies Program will require for the most part an entirely
 
new project staff as outlined in the preceding section.
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CDI will have access to resources for general management
 
assistance in anticipation of normal start-up problems, prepara
tion of job descriptions, and recruitment and selection of new
 
personnel. A full-time Program Manager will be hired, and short
term contracts will be used to supply specialized management exper
tise.
 

The 1979 CDI budget presentation is indicative of a more
 
concerted effort to relate financial, material, and human reseurces
 
for program activities and specific outputs. In addition, general
 
planning capabilities appear to be stronger now than in the past;
 
areas for improvement, however, exist with regard to administra
tion of program plans and general monitoring and program evaluation.
 

12. 	Outside Perception of CDI
 

The traditional view of CDI (CCTI) has been that of an organ
ization primarily engaged in artisan development, the elaboration
 
of studies related to entrepreneurial development, and pilot programs
 
in appropri,,te technologies. The enactment of Law 667 and creation
 
of CDI has given CDI the opportunity to create a more dynamic
 
and purposeful image. It will therefore be incumbent on the organi
zation to develop a philosophical framework for the organization
 
and a public relations program to communicate both the image of
 
the organization and its accomplishments in the promotion and
 
development of small-scale industries.
 

13. 	Delivery of Services and Grass Roots
 
Managerial Conoiderations
 

The establishment of zonal offices is absolutely essential
 
so that the source of services are as close as possible to project
 
beneficiaries. CDI's successful activities in rural artisan train
ing facilities indicates a good potential for similar type central
field office relationships. However, the remoteness of some regions
 
selected for the Rural Technologies Project will require extra
 
care to ensure communication and coordination at these facilities.
 
A communications system will be considered as a cheaper alternative
 
to frequent travel and related expenses for vehicles, etc.
 

During the start-up phase of the project, CDI will have to
 
aggressively communicate the availability of its services to poten
tial program beneficiaries. Once this has taken place it can
 
be expected that future clients will seek out CDI services. Parti
cular attention must focus on the image of the field offices to
 
ensure that initial contacts accurately portray the panorama of
 
CDI program services. Essentially contacts will represent a commu
nications process between different groups with differing skill
 
levels, perceptions and psycho-social outlooks. The nature of
 
those differences will require training programs in group dynamics,
 
and communication.
 

Jol
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14. Summary Assessment
 

To date no state-supported institution has taken on the tasks
 
proposed for CDI in the Rural Technologies Project. In looking
 
at the past racord of CDI and in view of the priority emphasis
 
placed by the Gove'rnment of Honduras for the program, there is
 
every opportunity for successful implementation, provided that
 
CDI effectively utilizes the institutional development resources
 
and assistance to be provided under the Project.
 

B. Key Supportive Institutions
 

1. Overview
 

Two factors enter into the successful involvement of suppor
tive institutions which are a key part of the whole project:
 
(a) the strengthening of their institutional capabilities to support

the Project, and (b) the development of mechanisms for arrangements,
 
contracts, etc., which will permit the timely and effective delivery
 
of their services. The planned appointment of a Program Coordinator
 
will help to ensure smooth institutional relationships. The chart
 
on the following page shows the primary participating institutions/
 
offices. Brief descriptions of these institutions follow:
 

a. 	 Small Farm Develooment and
 
Adaptation Unit - Comayagua
 

The Development and Adaptation (D & A ) Unit in Comayagua
 
was established under A.I.D. Project 522-0123 to help develop an
 
indigenous capacity in appropriate small farm, technologies. The
 
Comayagua Unit is a special research organization reporting to
 
the Head of the National Agricultural Research Program under the
 
Director General of Agricultural Operations of the Ministry of
 
Natural Resources. (The Director General of Agricultural Operations
 
also supervises the Goverunent's Extension Service). Efforts
 
to help stimulate this decentralized agricultural research capabi
lity dnd linkages with the Extension Service are part of AID Project
 
No. 522-0139.
 

The technology research and development component of the
 
Small Farm Technologies Project encountered problems during the
 
early years of the contract due to delays in developing the contract
 
with the Escuela Agricola Panamericana (EAP) and the school's
 
subsequent inability to fulfill the terms of the contract. The
 
MNR as a result assumed responsibility for the technology research
 
and development component of the project.
 

The IMNR has had relatively good success in the recent past
 
in organizing and establishing new programs and organizations.
 
In particular it has done an effective job in getting its new
 
agronomic research program and field team set up, deployed and
 
carrying out farm level research in very few months. The 1NR
 
capacity and experience in coordinating and dealing with A.I.D.
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programs was established under the Agriculture Sector I program

and 	is currently warking very effectively. The institutional
 
capacity of the MNR and its National Research Program to establish
 
and 	expand into the technology development and adaptation work
 
needed for the project is considered very good.
 

The involvement of the D & A Unit in Comayagua with the Rural
 
Technologies Program aims to address one basic problem of relating

technology development to programs for widespread dissemination.
 
While extension service agents and the information dissemination
 
program will help to disseminate the results of technology research,
 
one of the missing elements is the development of manufacturing
 
capabilities and skills improvement.
 

To help address this problem the Comayagua Unit and CDI will
 
work together in the following areas: (a) early involvement of
 
CDI engineering staff in the screening and selection of technolo
gies; (b) technical manazerial assistance by CDI to help develop
 
a production capability in blacksmithing and/or metal shops; (c)
 
involvement of the Rural Technologies Management Committee in
 
the formulation of detailed proposals and agency roles for aide
spread dissemination; and (d) evaluation of technology dissemination
 
efforts.
 

To help improve the Comayagua Unit's access to worldwide
 
intermediate technology, information acquis.cion will be improved

by establishing an Intermediate Technology Information Unit with
 
a Technical Information Specialist and support staff.
 

b. 	Agricultural Documentation and Information Center
 
Ministry of Natural Resources (CEDIA-MNR)
 

CEDIA's main purpose ia to serve as an information and publica
tion center for technicians and extension workers of the Ministry

of Natural Resources. The Center also serves as a reference and
 
documentation center for other Honduran institutions and the general

public. At the international level, CEDIA is involved in the
 
AGRINTER/AGRIS information networks (associated with the Interna
tional Institute of Agriculture Science and the United Nations
 
respectively). However, these linkages with international networks
 
do not include intermediate technology centers throughout the
 
world.
 

CEDIA will play a role in the Project as follows: (a) to
 
supply useful information as a complement to intermediate techno
logy information gathered elsewhere; (b) to disseminate technology

information to Government agencies and extension workers; and
 
(c) to publish booklets emanating from the Project.
 

c. Instituto "lacional de Formaci6n
 

Profesional (2NFOP)
 

The National Institute of Professional Training provides train
ing to skilled and unskilled workers and to managers in commerce,
 

\'
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agro-industry, and services. INFOP's central facility is located
 
in Tegucigalpa with another branch in San "edro Sula; and in 1977,
 
five mobile centers were established to train rural peoples in
 
such subjects as tractor maintenance and horticulture.
 

The participation of INFOP in the Project will assist CDI
 
in delivering short-term courses to rural industry employers and
 
workers, as well as training of CDI technical and field staff.
 

While there are many positive elements in INFOP's basic mission,
 
some inadequacies exist. Some of the course content appears to
 
be theoretical and instructors, although generally well qualified,
 
may have some difficulty in adjusting the content of their courses
 
to students with very low skill levels. Even though INFOP has
 
recently established rural mobile tra.ning centers, its experience
 
in rural areas is limited. Finally, INFOP appears to measure
 
the effectiveness of its training courses in terms of the nuimber
 
of course hours provided and the number of students trained.
 
In order to carry out its part of the Project, INFOP will have
 
to concentrate its focus on indices of changes in skill levels
 
an. job placement.
 

Project assistance to INFOP will focus on careful selection
 
of instructors and the provision of substantial technical assistance,
 
design of relevant courses, and development of effective coordination
 
and working relationships with CDI.
 

d. 	 Ind,.strial Information Center of the
 
Central Bank (CIIBANTRAL)
 

Supported by the Central Bank and to a lesser degree by the
 
Organization of American States, CIIBANTRAL provides food and
 
chemical laboratory services and technical information on food
 
technology and industrial chemistry, Rrimarily to mid-size indus
tries and government agencies. CIIBANTRAL employs a professional
 
staff of five (a mechanical engineer and four chemists).
 

CIIBANTRAL's contacts with smaller industries have been restric
ted because the staff has not promoted the services offered,
 
access to the bank itself is difficult, and because it has not
 
had intermediate institutions through which it could work and
 
thereby develop an outreach capability.
 

The Project and minor support requirements will afford the
 
opportunity to expand services to smaller size industries, espe
cially those involved in agro-industries or small-scale food produc
tion. Their laboratory facilities will serve as an additional
 
valuable resource for food te ting. Engagement of those services
 
in the Project will: (a) increase the clientele CIIBADITRAL can
 
serve thereby strengthening it3 general program capabilities;
 
(b) enable CDI to draw upon and utilize information sources and
 
services in food technology; and (c) establish the basis for inr.
 
creased standardization of information systems and information
 
exchange through the establishment of a Honduran Association of
 
Information Systems.
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e. 	 Industrial Information Center - National
 
Autonomous University of Honduras (CII/UNAH)
 

The Industrial Information Center (CII) serves as an information
 
and reference center for Honduran industrialists, researchers
 
and other information centers in a large Latin American Information
 
Network (SIATES). The Center's staff consists of two engineers,
 
four engineering students, a documentation expert, a translator
 
and two secretaries. The University covers 75 percent of personnel
 
costs and provides office space. The Organization of American
 
States provides the remaining support.
 

Most of the Center's information users are other information
 
centers i.n Latin America, followed by professors, students and
 
private businesses. CII's holdings of information oi industry
 
development is the largest in Honduras and its linkages with other
 
Latin American Centers and with the National Technical Information
 
Service (U.S. Department of Ccnerce) provide a potentially valua.
ble foundation upon which information could be applied to the
 
Rural Technologies Project. Unfortunately, to date CII's dissemLn
 
nation of information has not been utilized much by smaller indus
tries due to limited outreach capacity.
 

CDI will draw extensively on the CII information base which
 
will enable CII to reach many more information users. Support
 
to CII for an information specialist (part-time), and information
 
gathering will help strengthen outreach through its working relation
ship with CDI.
 

f. 	 National Autonomous University of Honduras UNAH)
 

The UNAH has had little history of involvement with development
 
or with the Government. It has avoided and in fact repelled efforts
 
of the Government in this regard over the recent past. It has
 
been isolated from the real prcblems of society and has tended
 
to follow a classic Latin American curriculum. However, some
 
elements of the faculty recognizing the need to produce students
 
who are train2d to perform existing jobs and to meet the develop..
 
ment needs oZ society are beginning to influence and bring about
 
changes to past attitudes.
 

For a number of years faculty in Engineering and the Sciences
 
of UNAH have wanted to extend their academic activities into areas
 
directly related to development problems. The establishment of
 
the Industrial Information Center (CII-UNAH) at the University
 
was the first step in developing an information outreach capability,
 
however, actual prototype research and technology adaptation has
 
been hampered because of a lack of funding.
 

As a result an interdisciplinary fa:ulty commission has been
 
formed to utilize existing technically oriented faculty and faci
lities in a program of technology development and adaptation.
 
The core group of this Commission consists of the College of Engi
neering, which includes the Industrial Information Center, the
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Technological Careers Department, and the Physics Department which
 
also contains a faculty coordinator for the Scientific and Technolo
gical Development Program of CSUCA (Superior University Council
 
for Central America).
 

The above Commission will be responsible to the Rector of
 
the University although its program activities will relate to
 
the needs of CDI and others on a contractual basis. The Univer
sity will utilize existing faculty members to undertake research
 
and development work; these same people, however, will devote
 
more of their time to their project activities and to students
 
who will acquire Fractical appropriate technology research experience
 
in: hydraulics (rams, filters, etc.); solar energy; wind energy;
 
bio-gas; materials testing (e.g., innovative construction materials).
 

The Physics and Engineering Departments will make their facili
ties available to the project, although additional testing equipment
 
will be needed over the years (e.g., anomometers, bio-gas equipment,
 
solar measurement devices, etc.).
 

The Business Administration Dipartment of the UNAH has had
 
a curriculum which is designed to meet the needs of medium and
 
large scale business and industry. Students neither have the
 
preparation nor commitment to work with small industries and busi-.
 
nesses. Accordingly, the development of courses taught by profes
sors with a small industry orientation and experience in providing
 
technical assistance will increase the base of human resources
 
for the project.
 

A cautious and incremental approach has been developed for
 
UNAH involvement in project activities. The enthusiasm expressed
 
by University officials and endorsement of the project by the
 
Rector are encouraging indicators of UNAH's commitment. There
 
will be no U.S. presence at the University, except in the form
 
of financing, and therefore this issue is not likely to be a source
 
of controversy.
 

2. Other Supportive Institutions
 

Within the Ministry of Economy, the establishment of an Enter
prise Advisory Office will help direct local and foreign business
men to CDI to explore small industry development in rural areas.
 
A Policy Analysis Unit will also be established to study issues
 
affecting small-scale industries. While in many instances, these
 
two offices will not have a sustained programmatic relationship
 
with CDI, coordination will take place, for example, on the prepara
tion of studies within CDI that might have a bearing on policy
 
formulation.
 

3. Conclusions
 

The major questions with respect to key supportive institutions
 
are: (a) whether inputs will result in strengthened capacities;
 
and (b) whether those capacities will support the objectives of
 
the Project.
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At present nearly all participating institutions do not possess

the full and immediate capacity to execute the project; however,

the project design includes the necessary actions to ensure that
 
staffing, technical assistance, training, and other inputs are
 
in proportion to the needs and roles of the institutions. These
 
actions should lead to strengthened capabilities.
 

Another important consideration for the effective achievement
 
of the project objectives is that highly trained human resources
 
are scarce in Honduras, and there are now no sources of specialized

training in small-scale enterprise development. To help minimize
 
this problem, project staffing will take place gradually over
 
a two-year period; and while the majority of staff will be drawn
 
from undergraduate and post high school levels, significant train
ing and guidance will be provided during the initial phases.

Substantial technical assistance and long-term training outside
 
Honduras will be provided to staff in higher-skill categories.

On a long term basis, the revision of UNAH engineering and business
 
management curricula and the awarding of undergraduate and foreign

graduate training scholarships will expand the human resource
 
base in Honduras.
 

The extent to which these individual institutions will be
 
able to support the objectives of the Rural Technologies Project

is largely a function of efficient administration and overall
 
program coordination, which will have to balance respective institu
tional objectives with those of the entire program. This question

and the mechanisms required are treated in the following section.
 

C. PZoject Coordination
 

The Project will employ a series of elements and mechanisms
 
to ensure adequate project administration, coordination and moni
toring, conformance to A.I.D. regulations, and sound financial
 
controls:
 

1. The USAID Office of Environment and Technology will
 
appoint a full time A.I.D. Project Coordinator who will be assisted
 
by the offices of Program and Capital Resources, Engineering and
 
the Controller.
 

The Coordinator will hdve the following responsibilities:
 

(a) Ensures that the project is thoroughly planned and set
 
forth in a project agreement.
 

(b) Provides guidance in all project matte.s affecting A.I.D.
 
and host country institutions.
 

(c) Monitors project programs and progress.
 

(d) Provides assistance and advice to ensure that disbursements,

activities, or any other actions of significance are in conformance
 
with A.I.D. regulations.
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(e)• Participates in meetings on a bi-weekly basis with
 
the host country General Program Coordinator to keep abreast of
 
project issues, problems, major decisions.
 

(f) Assists as necessary the General Program Coordinator
 
and other host country personnel to ensure that proper documenta
tion procedures are followed as they relate to procurement, train
ing, technical assistance, contracts, or any other standard practices.
 

2. The Ministers of Natural Resources and Economy

will jointly appoint a host country General Program Coordinator,
 
who will have the following responsibilities:
 

(a) Coordinates and monitors contractual and other formal
 
agreements among participating institutions.
 

(b) Assists participating institutions in the preparation
 
of contracts or formal agreements.
 

(c) Meets with CDI Project Manager, and other participating

institutions on a bi-weekly basis to keep abreast of project

developments, issues, disputes; assists in effecting resolution
 
thereof; and assistz in preparation of documentation, contracts and
 
agreements to ensure the prope7 pzocedures are followed and that
 
coordination is achieved.
 

(d) Meets with A.I.D. Coordinator at least bi-weekly thcreby

serving as a liaison between A.I.D., Ministries, and participating

institutions, to inform 
A.I.D. of project issues, activities
 
and to assist in the timely processing of documentation necessary
 
to enable participating institutions to carry out the Project

in a most expeditious manner.
 

(e) Meets regularly with high level GOHl personnel and other
 
participating entitites, serving as a liaison official to ensure
 
ministerial level participation in the resolution of outstanding

issues, to prcinote coordination, and to provide reports of orogress

and performance of the Project.
 

(f) Serves as Secretary of the Rural Technologies Management

Committee and participates in the Technical Advi'ory Panels, there
by ensuring continued involvement and familiarity with project

issues and progress.
 

3. CDI will appoint a CDI Project Manager, with the 
following responsibilities: 

(a) Directs CDI program activities to ensure timely and 
effective delivery of program iervices to target groups. 

(b) Supervise-3 CDT Rural Technologies Project staff. 

(C) Serves an primary contac t with the CDI Executive Director, 
who in turn is supervisor of the Project "lanager. 
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(d) Initiates contracts or agreements with other host country

institutions as specified in the project agreement, program plans
 
and budgets to ensure effective program delivery capabilities.
 

(e) Supervises -- and is responsible for -- contracts, pro
curements, and other implementing actions in conformance with
 
CDI and A.I.D. regulations and procedures.
 

(f) Develops -- or supervises and approves the development
 
of -- all work plans for CDI as they relate to the implementation
 
of the Rural Technologies Project.
 

4. Other institutions participating in the Pro]ect
 
will designate responsible heads to direct respective institu
tional activities and to serve as contact persons with other parti
cipating institutions in the Project.
 

(a) The HNR will appoint a chief of the :evelopment and
 
Adaptation Unit in Comayaqua.
 

(b) The Director of INFOP will appoint a responsible official
 
to supervise INFOP activities.
 

(c) The Rector of the University or other appropriate person
 
will designate a director of UNAH research activities and informa
tion program.
 

(d) The President of the Central Bank through the Department
 
of Research will designate the responsible person in charge of
 
CIIBANTRAL activities.
 

(e) The Ministry of Economy will uesignate directcrs of
 
the Policy Analysis Unit and the Small Enterprise Advisory Office.
 

5. Technical advisory panels, previously descr:bed,
 
will serve as a review and recommending body which at the same
 
time will also bring tcgether many of the agencies participating
 
in program activities, thus ensuring closer coordination.
 

6. The Rural Technologies Management Committee, previous
ly described, will be a decision-making authority concerning approv
al of budgets, implementation plans, agreements, contracts, and
 
disbursements from the Small Enterprise Development Fund and the
 
Appropriate Technology Development Fund.
 

The disbursement of these funds will of nectssity require 
coordination in the preparation of contracts and granti. Authori:a
tion for disbursements will stipulate the dvqerv, and kinds of 
controls to be exercised in the use of such ."nds. 

7. The Scholarship Committee which will approve candidatos 
for scholarships will also provide a forum for coordination of 
activitieo and programs since it will involve roprsentativos 
of the project participants. 

-\ 
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fund(a8. The awarding of contracts by' CDZ utilizing budgeted

funds(as opposed to monies from the special funds) will also 

ensure coordination in that prior to disbursement# a work plan
and agreement will have to be drawn up with the contracte. 

Administration of-Special Funds 

The Small Enterprise Development Fund and the Appropriate
Technology Development and Adaptation and Dissemination Fund consist 
of funds for grants, contracts and special procurements. These 

*funds will be used: 

(a) to facilitate overall program administration and program
coordination, since access to funds and the convening of panels
will require close working relationships and joint planningi 

(b) to stimulate development of small-scale enterprises 
and Industries$ utilizing appropriate technologiest 

(c) to promote the development and adaptation of appropriate 
technologies; 

(d) to encourage the widespread dissemination and utiliza
tion of low-cost technologies. 

funds used as grant funds will have the following specific
Piurposeut 

Ca) to establish experimental cre'lit mechanisms, through
intermediate credit institutions . 

(b) to enable PVO's and other organizations (primarlly non
government ones) to implement field programs embodying the dissemi
nation of appropriate taechnologles: 

(a) to improve or start-up Industrial enterprises unable 
to have access to regular funding channels. 

funds used for contracts/procurement will have the following
specific purposes: 

* (a) to acquire equipment for blacksmiths and metal shops
engaged In the production of appropriate farm technologies; 

* (b) to enable organizations to develop and test prototype
technologies; 

(c) to award contracts to Industries or firms to produce
appropriate technololies; 

d to conduct feasiblity studies relating to appropriate
_.technologies and small Industry development

(a) to acquire appropriate technology devices or equipoent
from various sources, ai tdeprmnatoadaatto

In Monduras. td#eprmnatosadaitto 
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E. Responsibility for Management of Funds
 

CDI will be responsible for monies disbursed under the two
 
funds.
 

F. Administrative Process for Use of Funds
 

Grant funds will follow procedures much like those for OPGs
 
except that additional streamlining will be necessary to avoid
 
excessive time delays in the approval and disbursement process.

For example, an organization will present a preliminary proposal,

usually solicited, and upon receipt, the General Program Coordinator,

the Executive Director of CDI, the CDI Program Manager, and the
 
appropriate advisory pane. will make a preliminary determination
 
to encourage or to discourage the preparation of a final proposal.
 

After a final proposal hcis been prepared, the Acropriate

Technology Management Committce will make a final decision to
 
approve or disapprove funding.
 

Funds to bc used for contracts and/or procurement will follow
 
a pattern similar to that for grant funds. Contracts may be between
 
participating institutions (e.g., CDI awards a contract to the
 
UniversiLy to develop a particular technology), or with others
 
outside the country. Panels will review such proposed contracts
 
and their final approval will take place in the Rural Technology

Management Committee.
 

For both the Small Enterprise Development Fund and the
 
Appropriate Technology Development and Dissemination Fund, the
 
General Program Coordinator will provide guidance in the steps

for authorizing signatures, disbursements and overall coordina
tion. Personnel within CDI (Institutiona-l Liaison Office, Contracts/

Procurement Officer and Grants Officer) %:ill work with the General
 
Program Coordinator in monitoring of the funds for contracts and
 
sub-programs.
 

Amounts of monies less than $1,000 will not require panel

review although the Management Panel will give final authorization
 
and approval for expenditures.
 

G. Administration of ScholarshiD Funds
 

Disbursement of monies for human resource development (scholar
ships) will take place via a Scholarship Committee. Chaired by
 
a third party person and consisting of representatives from CDI,

the University, the Gencral Program Coordinator, and other
 
appropriate institutions, this Committee will approve nominations
 
of candidates for scholarships.
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H. Criteria for Use of Special Funds
 

1. Small Enterprise Development Fund
 

a) Criteria Lor New Enterprise Development
 

The decision to promote the development of a new enterprise

will be determined primarily on 
the basis of economic and technical
 
feasibility, but beyond that the feasibility studies must show that
 
the new enterprise would be financially viable over the long te .n
 

In terms of economic feasibility, the project must have a

positive cost beniefit ratio, when all costs, including initial
 
subsidies and all benefits, are considered e.g., primary and
 
secondary employment generation and production increases. To the
degree that it can clearly be demonstrated that the opportunity

cost of certain classes of labor is significantly different from

the nominal cost of labor, shadow pricing of labor would be
 
permissible for the economic feasibility analysis.
 

The financial feasibility analysis would exclude all benefits

and costs which do not accrue to the owner or owners of the 
new
 
enterprise. No new industry would be established if the analysis

indicates long term financial losses or the need for continued
 
subsidies from CDI, no matter how promising the industry appears

in terms of the economic analysis.
 

Were it not for the typical risk aversion characteristic of
 
most s.nall entrepreneurs and their preference for investments with
 
short temn returns over those which pay off only over the longer

term, most of the new industries could be established with minimal
 
or no start up subsidies. Since this is not the case, it is
 
expected that contributions from the Fund will normally be greater

than the minimum amount required to make the industry financially

viable over the long term.
 

While financial feasibility as defined above will be a require
ment for all new enterprises, it will be the economic feasibility

that determines the priority of the proposed new enterprise. All

other factors being equal, the lower the capital labor ratio, the
 
more 
likely it would be that a new industry proposal would be

implemented. I/ Industries with higher capital/labor ratios will be
 
considered if-they are economically feasible and if their absence
 
represents a significant constraint in the rural economic structure
 
that would allow considerable employment generation or production

increase3 in other rural industries or in agriculture. An example

of the latter can be found in the rural small scale leather enter
prises which produce shoes and other leather goods such as
 
harnesses and saddles. 
 In all areas studied it was found that
 
access to adequate quantity and quality tanned leather was 
limiting

both the anount and kinds of items produced. Establishment of
 

I/ One objective of the use of the Fund would be to attempt 
to
 
establish industri-s with capital/labor ratios of about $200. 
However as indicatec, here it would not be an "absolute" criterion 
for seclection of pilot projects.
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leather tanneries in selected znnes which service the small leather
 
workers could ,.imulate increased productions and employment among
 
many such enterprises.
 

Technical assistance will be provided to CDI to help develop and
 
prepare specific criteria for weighing factors and feasibility
 
analysis design.
 

b) Financing Modes for New Enterprises
 

It is estimated that forty new industries or major expansions

will be developed by CDI as part of the Rural Technologies Program

with approximately thirty of these receiving financing from the
 
Small Enterprise-Development Fund and with the renainder receiving

all necessary financing from other sources. There are two basic
 
modes of financing from the Fund with variations within each mode.
 
Because loan financing for bankable new enterprise investments
 
would be sought from other sources, the Fund will not be used to
 
provide loan financing for the establishment of new enterprises.
 

The Small Enterprise Development Fund will provide either grant
 
or equity financing for new enterprise development. The method
 
to be used will depend on the particulars of each case. In general,

the equity rather than grant mode of financing would be preferred,

the larger the absolute size cf the CDI investment, the larger the
 
size of the CDI investment relative to total investment and operation
 
costs, the greater the need for CDI oversight of the operation, and
 
the smaller the number of individuals holding ownership of the
 
enterprise.
 

It is not pozsible to state categorically which of these factors
 
would weigh heaviest in the decision whether to grant or equity
 
finance a new enterprise. For example, CDI might wish to establish
 
a new industry that would provide inputs into a larger number of
 
small enterprises. The small entrepreneurs who would use the input

could conceivably be organized into a cooperative to own and operate

the new enterprise. With Luch wide ownership, a grant would probably

be the appropriate means of 2inancing even if significant CDI over
sight would be required during the learning period. Conditions in
 
the grant agreement, along with continued technical assistance from
 
CDI would help protect the new enterprise from the risks of failure.
 

An example of when equity financing would be considered is in
 
the leather industry which was discussed above. The bulk of the
 
tanneries in Honduras export all their hides. The large number of
 
leatherworking artisans in Honduras thus have ready access to only

poorly tanned skins, and therefore, their product lines are limited
 
and what they do produce has limited value and marketability. Because
 
a sufficiently sizeable domestic demand for the better leathers has
 
not yet developed, a new tannery would probably continue to export

the finer products rather than take the trouble to develop a
 
potentially large domestic market. For this reason, CDI is consider
ing purchasing a tannery, and improving and redirecting its operation
 
to serve the needs of domestic leather workers. Once the internal
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market has been firmly established and the operation is running

smoothly, CDI would either sell off its equity interest to a private

entrepreneur, group of entrepreneurs, the workers in the tannery
 
or even a cooperative of leather workers. 
At this stage of operation

financing should be available from other sources 
to purchase the

CDI interest in the facility. If this is not the case CDI would

consider converting some or all of its equity interest into debt
 
which would have to be paid back to CDI by the new owners. All
 
reflows generated through the sale of equity or the conversion of
 
equity to debt would be deposited in the Small Enterprise Development

Fund to be reused by CDI in accordance with the rules governing

the use of the Fund.
 

The criteria for choosing the most appropriate mode of
 
financing for each new enterprise will be further developed with

the assistance of consultants prior to actually financing any new
 
enterprise development.
 

2. Small Farmer and Appropriate Technology
 

Development, Adaptation and Dissemination Fund
 

a. Small Farmer Technology Demonstration Program.
 

After prototypes have been field tested by the D & A unit of

the MNR, it will prepare an analysis and demonstration plan with

the assistance of CDI. 
 The plan will include the following:
 

1. Analyses.
 

A review of the testing phase of the implement; the technological

constraint that the implement will overcome; 
actual and potential
 
uses of the implement; potential impact or number of farmers who
 
could utilize the implement; evaluation of functional performance

under varying conditions of soil, terrain, and crops, depending on
 
the implement; evaluation of durability and estimates of useful
 
life; time and energy consumption; care and maintenance require
ments and complementary technology or input requirements; level of
 
training required for production, use and maintenance; cost analysis

under various production levels and estimated selling prices;

production technology estimates; benefit/cost and financial analysis

which estimates returns to labor and capital; and marketing or
 
commercialization feasibility.
 

2. Plan
 

The demonstration part of the plan will cover the number and
 
location of the farmers to 
participate in the demonstration; the

length of time for the demonstration; the number and kind of special

activities to take place such as 
field days; the selection criteria
 
for participants; the training program required for farmer partici
pants; the method for selection including coordination with extension
 
and other farmer oriented organizations; the implement production

plan including location cf blacksmith participants and the number
 
to be produced by each; 
the training and assistance requirements

for blacksmiths and model procurement contracts and; an evaluation
 

/
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plan including the specific data to be collected. Also included
 
will be specific recommendations for disposition of the demon
stration implements. (See following section)
 

The plan must also include the content and distribution of re
sponsibilities and work for preparation of technical information,
 
training materials and marketing/sales information for the dissemi
nation phase of the program. The final element of the Demonstration
 
plan will be a detailed budget for all costs proposed to be funded
 
from the "fund" as well as a disbursement plan.
 

The Demonstration Plan will be presented to the Small Farmer
 
Technology Advisory Panel for review to assure that the technology
 
has been adequately tested; that it will contribute to overcoming
 
significant constraints of small farmers; that there is sufficient
 
production and repair capability in the demonstration areas; that
 
there is effective coordination with and use of extension and other
 
organizations in the rural areas; that the size of the demonstration
 
is appropriate in terms of the application; and to review the internal
 
consistency and feasibility of the proposal.
 

The recommendations of the SFT Panel will be reviewed by the
 
Rural 'Technology Management Committee which will decide on the pro
posal based on technical and economic feasibility, financing and
 
level of effort requirements and the priority of the implement in
 
terms of development criteria.
 

b. Criteria for determining disposition of demon
stration technology items
 

After a particular technology is tested by the Development and
 
Adaptation Unit, CDI and MNR will develop a demonstration plan.
 
In these plans participating rural blacksmiths and metal shops may
 
produce up to 1000 units of any one technology depending on such
 
factors as the number of potential users and the potential for
 
increases in production. To produce these units CDI will enter into
 
contracts with these shops and provide appropriate technical as
sistance for production of the implements.
 

One of the questions which will be addressed in the demonstration
 
plan is whether the small farmer should pay for the technology he
 
demonstrates. The answer will depend on the particular implement
 
and the following considerations: the production costs of the
 
technology; the degree of benefit accruing to the farmer as a
 
result of his using the technology and the length of the pay-back
 
period; affordability of the item to the farmers; the availability
 
of credit to the small farmer and whether the amount of credit needed
 
would fit the minimum criteria of local banks and/or would be cost
 
beneficial to the banks; the difficulties and costs involved in
 
collecting, storing and selling the used demonstration units as
 
opposed to the cost of the implements; the degree of importance
 
attached to the need to generate dem nd by the use of the "free
 
sample approach". (This may be particularly important for implements
 
which represent a substantial change in farm practices); the need
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to collect evaluative data from the farmers as well as the length

of the demonstration period; and the number of units to be produced
 
for a particular technology demonstration.
 

In view of the above, several considerations may influence the
 
decision whether to require the small farmer to pay for a particular
 
technology. Some hypothetical examples follow:
 

-- Technologies prcduced at a very low price (under

US $25.00) may be charged to the small farmer if the number of partici
pating farmers is very low. From this example it would appear fairly
 
easy and inexpensive to collect money for this technology. However,

if the number of units produced were large, the price were low, and
 
simple credit mechanisms were not readily available, the time neces
sary to set up a credit fund, to administer it, and to collect a
 
very small sum from many individual farmers might exceed the total
 
cost of all the technologies themselves. In this case, it would be
 
uneconomical to charge and wiser to "grant" technologies to the
 
small farmer.
 

-- Other technologies, (a wind generator, for example) 
may be expensive initially and perhaps beyond the immediate resources
 
of an individual farmer. However, a generator may be within the
 
capabilities of a farmer cooperative which has access to credit.
 
In these instances, the cooperative would be expected to use its own
 
sources of financing, but the individual would be referred to the
 
BANAFOM as a possible candidate for access to the Small Farmer
 
Investment Credit Fund.
 

-- A low cost technology, such as a grain storage facility
(a 55 gallon drum) may reduce grain losses by 40%; but even so
 
individual farmers might not have access to credit to purchase the
 
technology. In this instance, following the formal demonstration
 
period, it may be more appropriate to grant the drum to the farmer
 
as a continuing demonstration of how a technology can save precious

grain. Efforts would be made to encourage the agricultural bank
 
to make funds available for other farmers tc purchase the item or
 
the GOH may choose to subsidize the technology as part of its
 
extension programs.
 

-- In some instances, the need for more evaluative infor
maticn will require an investment of time by the small farmer in 
testing and reporting his reactions to a particular technology.
These activities could be considered an in-kind payment in lieu of 
cash for the implement.
 

Prior to actual use of the "fund" for purposes of farm techno
logies demonstrations, a short-term consultant will advise on and
 
develop more precise procedures for development of the demonstration
 
plan and criteria for use of funds as well as disposition of
 
demonstration units.
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3. 	 Criteria Governing the Use of Appropriate
 
Technology Grants for Rural Households
 

The decision of the Rural Technologies Management Committee to
 
approve grant funding to organizations working with rural households
 
will take into account the following factors as will the Appropriate
 
Technology Advisory Panel:
 

(1) 	Technclogy - The proposed technology will be
 
reviewed to determine that it: is low-cost relative to the
 
technology choices; is affordable by the technology user or there
 
exists a reasonable possibility that mechanisms can be developed
 
to enable the user to purchase the technology; provides needed and
 
wanted services to user; is maintainable by user and/or repair
 
services are available; has widespread applicability; promotes

decentralized industrial activities; presents little or no danger
 
to environment and inhabitants; and, represents a significant

innovation in the application of science and technology to solve
 
basic human needs.
 

(2) 	The proposal will be reviewed to determine if
 
the target user/beneficiary - has a demonstrated interest in the
 
technology; participates willingly in a commitment-building process

with the implementing organization; is a rural, low income person
 
or group; possesses the skill levels to use the technology success
fully, or sufficient measures and training are planned which will
 
enable him/her to use the technology.
 

(3) The Grantee(s) - who made the proposal or is
 
proposed to carry out the project: will preferably be a PVO or a
 
non-government organization; has a demonstrated administrative
 
competence or is capable of acquiring the ability to implement the
 
project and; has a prior commitment to working with rural poor.
 

(4) 	Other considerations - the project proposal will
 
conform to the basic requirements for OPG'S, i.e., it has analyses

regarding the technical, economic and social soundness, an evalu
ation plan and; accountability for use of funds and appropriate
 
reporting requirements are clearly defined.
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IX. IMPLEMENTATION AND EVALUATION PLAN
 

A. 	Implementation Arrangements
 

The $10.0 million grant agreement will be signed by the Minister
 
of Natural Resources and the Minister of Economy. The program

Coordinator, jointly appointed by the MOE and the MNR, will have re
sponsibility for coordination of inter-institutional arrangements,
inputs such as technical assistance and training, monitoring, and 
will serve as moderator for the panels. Major responsibility for 
project implementation is -ested in the Ministryvof Natural Resources... 
the M-inister of Economy and CDI. Appropriate administrative arrangeMn.rvt_ 
tor project management are described in the Institutional Anaiy§is Section. 

1. 	Major Implementation Actions
 

The following is a schedule of major events throughout the life
 
of the project.
 

ACTION 	 RESPONSIBLE PARTY DATE
 

1. 	PP Submitted A.I.D. June 25, 1979
 

2. 	Project Authorized A.I.D. July 15, 1979
 

3. 	Project Agreement signed A.I.D., GOH July 31, 1979
 

4. 	Condition Precedent Met for
 
Initial Disbursement CDI August 31, 1979
 

5. 	Conditions Precedent Met for
 
Disbursement of Small Enterprise
 
Development and Development and
 
Adaptation Funds. 	 CDI Dec. 31, 1979
 

6. 	Major Project Evaluation CDI, MNR Nov. 30, 1933
 
7. 	Evaluation for Second Grant Traunch AID, CDI, MR Sept. 15, 1981
 
8. 	Major Project Evaluation CDI, MNR Nov. 30, 1983
 

9. 	Terminal Disbursement Date July 31, 1984
 

2. 	Implementation Plan for Participating Agencies
 

The implementation plan is designed to represent a phasing of
 
activities for each organization in such a way as to avoid any
 
adverse impact upon the organizations ye at the same time to establish
 
the basis for respective organizational plans to mesh with those of
 
others. In general the phdses correspond to (a) a start-up period
 
(hiring of staff and initial planning assistance) (b) establishment
 
of physical plant and a specific work plan (c) initiation of panels,

and interinstitutional grants/agreements/contracts and (d) delivery of
 
program services to target groups.
 



IMPLEMENTATION PLAN 

ACTIVITY ACTION AGENT 
A 

Yr: 
Q:Qtr: 

1979 
-2 3 4 1 

1980 
2 3 4 

1981 
2 3 4 1 

1982 
3 

1983 
2 3 4 1 

1984 
2 3 4 

1. Hire CDI Program Manager Col -

2. Prepdre Job des,.riptions for CDI 
mfnagement staft 

3. Hire CDI enagement staff 

4. Prepare Job descriptions for CoI 
central office staff 

5. Hire remaining central office staff (C1). 

6. Job descripticns for CDI field agents 
and extensiunists prepared 

I 
II 1 

C0 

Y. Hire field staff (CDI) * 

8. Set up LDI central office physical plant 

9. Determine CDI staff training and technical 
assistance nceds and develop schedule 

10. Contract  slort term technical assistance 

11. Dnvelop work-plan for CDI Studies Division 

12. Develop work-plan for CDI Technical 
Infermation c:rvice 

13. Develop work-plan for CDI Program 
Services Division 

14. Dcvrlop lur..-term-Training Program with 
INFOP for COI Field Staff 

Contract Technical assistance for design 
of training program. 

Legend 
= actionH 

E 

-= preparation 

?a 



IMPLEMENITATION PLAN 

ACTIVITY ACTION AGENT Yr: 
Qtr: 1 

1979 
2" 3 T 

1980 
2 3 

1981 
341 2 

1982 1983 
2 3 -T ]2 

1984 
-

- Design training program INFOP 

- Hire INFOP trainers/instructors 

- Provide training to CDI field staff 

I5. Hire staff and interns for MNR Development/1/ 
Adartation Unit and Information Service PIER 
Coliplete construction of physical plant
(for technology development and 
information service). 

-Contract short-term technical assistance 

-Develop develoaiieft and adaptation work plan 

U 

U _ 

-
0 

-Beuln prototype construction of technologies 
and rreliminary testing. 

16. Hire staff for University (UNAH) Engineering. 

and Physics & Human Resources Development 

- D ;elop tork plan for research 

U 

UNAH 

- Acquir2 testing/lab equipment 

- Ifire student research assistants 

- Instructors (insmall business development 
and Technical careers) hired 

- Tectnicdl Assistance (incourse design and 
courses) acquired scholarship program 
operational. p 

h~j
H_ 
_V/MNR actions begun under current grant (522-0123)
 



IHPLEMENTATION PLAN 

ACTIVITY 

17. Develop Interinstitutional 
Arrangements/Contracts 

ACTION AGENT Yr; 
Qtr: 

1979 1980 
2 33 

1981 
4 1 2 

92 

3 4 1 
1983 

2 3 4 T 
1984 

2 

a. COI - VIR work plan developed CDI/HR 

b. Wiorking arrangements operational between 
COT /?OR CDI 

c. CDI - CIIOANTRAL work plan developed 

d. Staffing completed - ClIBANTRAL 

CDI 

CIIBANTRAL - I 
e. Working relationships Inoperation 

- Inforn-jtlon - CIIBHNTRAL 

- Association - CIIBANTRAL 

f. CDI - UNAII work plan devised 

Cot 

CIIBANTRAL 

CDI -

I 
g. Working arrangements operational

with UNl-Research COI . m 

h. CDI CII/UtL~i work plan devised CII l1 

I.Staffing completed - CllIUNAH CDI 

J. Working arrangements operational
between COI and CII/UAH CDI 

18. Set-up frazw-work 
Advisory Pdnels 

for Technical 
COl 

19. Set-up framework for Rural Technologies
Executive Committee. COl 

20. Develop procedures & criteria for 
access to enterprise fur* otI L 

K!E 

' ) 
H 



IMPEhENTATION PLAN 

Qtr! T 1 2 t 1 2 
21. Develop procedures L criteria forIjj

acce;s to development & adaptation 7und CDl I 
22. Develop procdures for scholarships

and hutcn resource development CDi/UNAII 

23. Set-up zone offices 

11 Cai 
II 

12 CDI .. 

13 Cm -, 

14 CDI -

24. Begin studies division program activities CDI 

- S all Industry In-depth Studies 

- Case studies 

- Industry Sector studies ----- I 
- Furctional Studies I 

25. Begin fare technology delivery syste CDI/WNR I 
- Contricts r r limited production i 
with industries CDI 

- Triing (INFOP) programs to _ 

rural IndustresIblacksmiths CDilINIFOP 

26. Begin extension visits (delivery 
Systew,'to rural Industries CDI 

27. Provide technical Information services 
to rural irrlustrtes and field staff Cal _- ___ 

" I-A T!fl 
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3. A.I.D. Role and-Resp~onsibilities
 

a. Monitorinat The USAID Office of Environment and
Technology will have priiariresponsibility for project monitoring.

The 	offices of Program and Capital Resourcess Engineering, Management

and the Controller will assist,-in monitoring of implementation.

Officers from each of these divisions will review_prqcuremnet,__ppoale

plan an~spcifci~~if~commo~typroc-urement, training andtechnical assistance, Periodic project status: meetingx will be held
 
to 	discuss progress, ensure that project disbursements conform to
A.I.D. regulations, that sound financial control methods are followed
 

* 
 and 	that provisions of the Grant Agreement are satisfactorily met. ./ 

be Disbursement Procedures: The selection of advisorsand 	contractorso, procurement of equiptnt and vehicles, shipping and 
insurance will be 	performed in accordance with A.I.D. regulations and 
set 	forth In the Project Agreement. No deviation from A.Z.D. es
tablished disbursement procedures Is anticipated.
 

c. Source and Origin, The procurement code for commodities and contact services -wlTl be Central American Common
Market Countries and the United States. 
However, since some of the 
specific tools and Implements and technical assistance for thedevelopment and adaptation activities are only available from coun
tries Included in Code 941 or 935, source and origin waivers will be
required. Because it is not expected that any such procurement
would cost more than $50,000 per transaction, the Mission Is not
requesting an amplification of its delegated waiver authority.
 

41. 	 Prcu mntProedgesi Inaccordance with A.I.D.
 
policy, the Missionpasc use east counry contracting made to
the 	maximum extent feasible. Increasingly USAID Honduras has.moved in
 
this direction, with some success. 
The 	Honduran General Procurement

Office handles much of.the government's conodity,procurement in Hon
duras. The Kission will be providing technical assistance to this
office to improve its operatons, but in the meantime project require
ments may necessitate some USAID/H or AID/W procurement of commodities.It is also expected that contracting of U.S. technical assistance would
be handled primarily by the Mission with som contracting being handled 
by AID/V. 

4. Prolect Contractino Plan 

The 	substantial institutional development involved In the
project will require contracted technical assistance In the areas of 
syste design # management and evaluation techniques. Zn addition, 
numerous short-term technical assistance contraots will be neededfor 	development of specific Industries or products. Not 	all of these
contracts canbe specified at this time as-the need for some con
tracted services WIll be generated by Identification of specific

project activities and problem areas during the ofcourse
ml 	 emntation. 

The following is the 	contracting plan for anticipated services
for 	the duration of the prolcti 

W/ 	 A more complete description it found In "Administrative
 
Arrangements and InstitUtional Analysis*.,1
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a. Output 1. Interinstitutional Adaotive
 
Researchand Information System
 

Info. system expert-planning design

of system; train counterparts 


CII-UNAH 

Evaluation Consultant 


CII-BANTRAL
 

Technical info-specialist
 
- assist in setting up program 


Association of Information Centers
 

Union Catalog specialist 


MNR Information Unit 

Info. systcm design specialist 


MNR-Development and Adaptation Unit
 

1. Technical specialists 

2. Institutional contracts for
 

technical servic-3 


UNAH-Enerav and Testing Unit
 

1. Expez. solar energy 

2. Expurt in wind energy 


b. Output 2. Program Services Division CDI
 

1. Feasibility studies expert 

2. Credit systems expert 

3. Marketing expert 

4. Short-term technical Consultants
 

(specialists in agro-industry
 
development, wood, leather,

ceramics, etc.) 


c. Output 3. Training irNFOP
 

Expert(s) in design of training pro
grams for field agents; design of
 
traininq packages for small in
dustries; TA for implementation

of field programs. 


DURATION 


4MM 


2.5MW 


1.5MW 


2MW 


MM 


15MM 


12MM 


IMA 

1IMM 


6MM 

3MM 


12MM 


50MM 


201M 


ESTI-


MATED ESTIMATED
 
COST CONTRACT
 
($000) STARTING DATE
 

24.3 11/79
 

3.6 1Y/79
 

2.0 9/80
 

2.4 9/80
 

5.0 9/80
 

96.0 9/80
 

80.0 9/80
 

6.6 11/79
 
6.6 11/79
 

35.0 3/80
 
9.0 1/80
 

24.0 10/79
 

270.0 Various
 

100.0 10/79
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d. Output 6. Human Resources Development
 

UNAH
 

1. Business Administration
 
instructor for new courses 


2. Curriculum design expert -

Business Administration 


3. Curriculum design expert -

Technical and Scientific 


4. Visiting professors -

Busincss Admnistration 


5. Visiting professors -

Tech;.ical Fields 


e. Output 7. Small Enterprise Advisory
 

Office.
 

MOE
 

Expert in development and
 
financing of industries 


f. Output 8. Studies Division
 

CDI
 

1. Rural Sociologist/anthropologist
 
(design of longitudinal and case
 
studies, data processing and
 
analysis) 


2. Social scientist, communications
 
expert (training for field staff;
 
intracultural communications) 


3. Socio-economic research and
 
survey design assistance 


4. Short term specialists (zonal
 
resource surveys, etc.) 


g. Output 9. Policy Analysis Unit - MOE
 

MOE
 

1. Economic policy and fiscal analysis 

2. Specialists - labor laws, industrial
 

development, taxation 

h. Output !0. Program Coordination and
 

Manage.Iernt 

CDI
 

Project Management expert 

DURATION 


12MM 


2MM 


2MM 


2MM 


2.M 


4MM 


24MM 


12MM 


12MM 


30MM 


2441M 


9MM 


10MM 

ESTI-
MATED ESTIMATED 
COST CONTRACT 
($000) STARTING DATE 

80.0 8/80
 

15.0 5/80
 

15.0 5/80
 

10.0 Various
 

10.0 10/80
 

26.4 1/80
 

100.0 8/79
 

80.0 --5/79
 

80.0 10/79
 

215.0 Various
 

160.0 17.!0
 

50.0 .3/80
 

40.0 9/79
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B. Evaluation Arrangements
 

The evaluation processes for the project will focus on first,

achievement of the project purpose - i.e., impact on target groups

and second, an assessment of timely implementation of project

activities. The first will be performed at mid-term and near end
 
of project dates. The first formative or implementation evaluation
 
will be performed around November 1980 and will be performed yearly

thereafter.
 

For the small farmer technologies component of the Rural
 
Technologies Project baseline data for goal level evaluation has been
 
developed by ATAC 
(American Technical Assistance Corporation), and
 
additional surveys financed by the Agriculture Sector II Program will

supplement this data and will provide for later year comparisons.

Small farm labor utilization surveys will provide both a baseline
 
for purpose level evaluation, and will servt- as a basis for develop
ing the evaluation portion of the demonstration plans. These plans

will provide for the selective collection of pre and post demon
stration data for purpose level evaluation.
 

The CDI/AID Rural Industries Survey and pre-assistance longi
tudinal studies will provide the baseline data for evaluating the
 
small enterprise development component of the Project. Post-assistance
 
surveys and information provided through the zonal offices will allow
 
for measurement of purpose and goal level achievement.
 

Output level achievement for the Project, and purpose and goal

level achievement for the rural households component of the Project,

will be evaluated as appropriate by CDI and the other participating

institutions.
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X. 	 CONDITIONS, COVENANTS AND NEGOTIATING STATUS
 

This Project proposal was prepared jointly by the Mission and
 a GOH working group composed of representatives from Ministry of

Economy, the Ministry of Natural Resources, CONSUPLANE and the
Technical Secretariat of the CPA (Agricultural Policy Commission).

On June 20, 1979 the CPA approved the proposal, and the letter of

application for A.I.D. assistance (Annex D) was subsequently

forwarded to the Mission under the signature of the Acting Minister
 
of Finance and Public Credit.
 

The Mission plans to include in the Project Agreement the
 
following special Conditions and Covenants:
 

1. Conditions Precedent to Disbursement for Other Than
 
Technical Assistance and the Project Coordination,

Management and Administration Activity.
 

Prior to any disbursement or the issuance of any commitment

document under the Grant,to 
finance other than technical assistance
 
or costs associated with the Project Coordination,Management and
 
Administration Activity, the Grantee shall furnish, in form and
 
substance satisfactory to A.I.D.:
 

a) a detailed description of the procedures and mechanisms
 
to be utilized by the Grantee for the disbursement and control of
 
Project funds; and
 

b) evidence that the personnel required to implement these
procedures has been or will be employed at 
such 	time as their
 
services are required.
 

2. 	 Conditions Precedent to Disbursement for the Activities
 
of Institutions Other Than the MOE, MNR and CDI.
 

Prior to any disbursement or the issuance of any commitment

document under the Grant, to 
finance the activitiees of institutions

other than the Ministry of Economy (MOE), the Ministry of Natural

Resources 
(MNR), and the Center for Industrial Development (CDI), the
Grantee will furnish, n form and substance satisfactory to A.I.D.:
 

a) 
an agreement executed between such other institution
and an authorized representative of the Grantee. 
 Such interinstitu
tional agreement will include a full description of the responsibili
ties of the parties, including but not limited to, a budget of the

contributions of each of the parties, reporting requirements, and a

description of the means 
for evaluating the effectiveness of the
 
activity.
 

3. Conditions Precedent to Disbursement of Grant Assistance
 
to Existing Small Enterorises and Blacksmiths.
 

Prior to any disbursement or 
the issuance of any commitment

document under the Grant, for the purpose of donating equipment or
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otherwise providing grant assistance to any existing small enterprises
 
or blacksmiths, the Grantee will furnish in form and substance satis
factory to A.I.D.:
 

a) a description of the process to be used in selecting
 
the small enterprises or blacksmiths to be benefited, including the
 
criteria to be employed in the selection;
 

b) the criteria to be employed in determining the appropri
ate amount and form of assistance required; and
 

c) a description of the method(s) to be used to help ensure
 
that the grant or equipment donation is used for the intended
 
purpose.
 

4. 	 Conditions Precedent to Disbursement for
 
New Enterprise Development.
 

Prior to any disbursement or the issuance of any commitment
 
document under the Grant for equity or grant financing of new
 
industry development, the Grantee shall furnish in form and substance
 
$ttisfactory to A.I.D.:
 

a) criteria for initial and final project selection;
 

b) the methodology to be used for determining the technical,
 
economic and financial feasibility of the project;
 

c guidelines for determining the preferred mode of
 
financing and disbursement, and control procedures; and
 

d) model agreements to be used when providing such
 
financing.
 

5. 	 Conditions Precedent to Disbursement for
 
Experimental Credit.
 

Prior to any disbursement or the issuance of any commitment
 
document under the Grant to finance experimental credit activities,
 
the Grantee will furnish in form and substance satisfactory to
 
A.I.D.:
 

a) a plan for the use of the experimental credit monies
 
which shall designate the institutions or organizations involved,
 
the mechanisms for providing the credit to the small entrepreneurs
 
and the terms under which such credit shall be provided.
 

6. 	 Special Covenant
 

The Grantee covenants that, unless A.I.D. otherwise agrees in
 
writing, any and all reflows to the Small Enterprise Fund will be
 
used solely in accordance with the purposes originally established
 
for the Fund.
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XI The Project Committee
 

Donald E. Anderson, Senior Advisor, USAID Honduras 
Peter Deinken, OSA USAID, Honduras 
Peter Orr OPCR " " 
Ralph Conley , ORD " " 
John Kelley , HRD of 
Thomas Fallon, Cont if 
Roger Russell, Eng to 
Fred Zumwalt , OET to 

Princinal Contributors to the Committee work:
 

Maria C. L6pez, Special Advisor to the Committee
 
Ana Ruth Z~niga, Consultant
 
Luis Coronado, Consultant
 
Richard Fera, Consultant
 

\4
 





Pl..W? DMSTGN4 SM4ARY 

L.GICAL & RA14EdOr 

Vroject Tile £ Mbasr tral Tedlnologtas Program 

,AhkATIVE ,OISWMAK CTXIVELY wtriABLE immOcAToks MANS Or VERIFICATOI IMPORTANT -SSUIMPTOMS 

%Afl'L: Itprove ainceLs of saoll 1. Small farmers/businessmen increased l.a. Baseline and post-assistance lon- 1. Small farmer and small ruralfarmrs and rural small business- gitudinal 
studies that will show Income industry development will continue
me.&. improve quality of rural 2. Selected Indicators related to speci-
 changes for beneficiary ad non-benefl- to be a high priority area for the
IliviJ. fic appropriate technologies Introduced. clary small enterprises GOU. 

b. 1975. 1977 (ATAC) and future small
 
farmer surveys planned under Agriculture
 
Sector [I.
 

2. Evaluation reports by entity (PVO or
 
other) responsible for dissemination of
 
specific appropriate technology.
 

PPWECT PUOSE: foPS: 

1. icrease small farm ef-
f"Ltive t ,ilizationof labor 
ad land through thpitslf 

ved l t capital farm 
implements asnd structures. 

l.a. Increased yield per hectare. 
b. Cultivation of more land appro-

priate for production 
pra for uctioreceptive 
c. Conservation of long-term land 

1. Agriculture Sector i small farmer 
surveys; longitudinal studies; project 
evaluation. 

1. Continued 6-11 commitment to 
small farm agricultural develop
ment; small farmers will be 

to light capital farm 
Implements and structures. 

productivity. 

d. Decreaa:-d rumaer of man hours per 
unit of productivity at peak Iabor 
demand periods. 

e. Increased labor use during slack 
demnd periods. 

f. Increased value and quantity of 
marketable products per unit of pre
harvest production. 
9- 50.000 users of light capital tech- 'A 

noloqy structures and imulements. 

'-.5
 



Pt1030-? DWSSQH IM4ARY 

LOGICAL PRtPMJOI
 

pro)ect Title & a re8 Rural Technoogled Progrhm 

NARRA IVE SUEM4ARY OBJVCTLVE..Y VtRFIAIBLI INDICATORS MEANS OF'VERIPICATION INPOTNIPT ASSSMPHO 

h. Participants in demonstratlon activities
 
are willing to purchase lplements or struc
I-ures at end of demonstration period and
 
demand exists among non-participants.
 

2. Increase small-scale rural .?.a. 1500 assisted existing snall enterprises 2. Project evaluation; longi- 2. 
Small scale industrial enter-
IndustralI prodctivity and 
 increase e*)Iloymnt by addjtinnal 1,579 rk- tudinal studies. 
 preneurs will be receptive to
employment through t.e Introduc- year for a totel of 838 permnent Jobs. Improved production and managementtioa of Improved production and .systems formal credit systempmanagent systems in existing b. Ircreased returns to capital aand labor sesses flexibility to deal
small enterprises and through forexisting stall enterprises, 
with
 

credit needs of micro-businessmen.the establislment of new pilot £. Establish new viable industries that addenterprises, value td rurol resources ano products, Increase
 
rural e.ploye.t.. 

d. Increased utilization by small enterprises 
.of formal credit system. with acceptable default 
rates.
 

3. Increased utilization by rural 3. Acceptance of low-cost capital technolo- 3. Project evaluation; FAID 3. Rural poor will e receptive topoor of low-cost appropriate tech- gies among demonstration groups and replica- field Inspection. low-cost appropriate technologies.
nologies or products designed to tion to additional users. 
improve tha quality of life. 

OUTPUTS: MAGNITUDE OF OUTPUTS: 

1. Improve and expand systems for l.a. Establisiment In CDI of a capacity 1. Observation; reports prepared
identifLkAtion of problems; devel- to Identify problems and practical D&A ac- by Informtion association; perlorient. adaptation and dissenina- tivity through Its field agents, advisory odic reports prepared by CDI, Wil.
tio of tec iologies appropriate panels. special surveys and access to UNAI. and PVO1s.for smwll faurs, rural enter- other iniormation centers, and to develop "" 
prises and rural households, solutions Itself or In coordination with 

' H 
M J4 

otier GM units and to disseninate tech
nology on a reactive or assertive basis
 
to the users through time delivery system.
 



PWIUCT DESIGN SUM4ARY 

LOGICAL rRANDIOK 

ftO)cLi rttla & mH .rs Racal Tacmoioglose Prograa 

IIMRATIVr II4ARy OBJECTIVELY VERIFIABLE 7 OICATOIRS EANS Or VERIFICATION IMPORMIT ASSU14PTIONS 

b. Expansion of effort of I41f1
Small Farmers 
 HNR, andmAI will provideU&A Unit established under Small Farmers Tech-
 continued support for DIA
noloqy Project. Ictivities
 

c. Establis.wmen of UNPI VIA capacity In the 
area of renewable and small scale energy systems..

machinery, and other appropriate tecluiology
 
fields.
 

d. Appropriate technology pilot projects

referred to PrOs or other organizations for
 
further development, field testing and/or

dissemination. if activity not suitable for 
execution by above mentioned units. 

e. Development of cooperative working
 
relationship between elements of the inforsmtion network through the establishment 
of an association of Honduran Information
 
centers, the publication of a union catalogue,

the increased specialization of separaie
 
elements of the network. ratiunalized utili
zation of external Information sources, and
 
contractual relations between elements of the 
system.
 

2. Delivery system for management 2.&. Four zonal offices located in satura-
 2. Observation; periodic reports 2. GOOl continues to support andand technical advisory services for tion zones. 
 prepared by the Industrial Deval- give 5igh priority to the activismal enterprises. 
 b. Two offices located In San Pedro Sula 
 opient Center (CDI); project ties of CDI
 
and Teucigalpa to support activities out- evaluation; USAID field Inspec
side the four zones. tion. 0 

0 I
Ub_"'1 



PRJICT DESIGN SUM*AkY 

LOGICAL FRU*Md0It 

Project Title a NnMese Rural Tachnalogiaa Program 

NARRATIVE SlM4Ar OBJECTIVELY VER IFIABTE flMICATOS M.ANS OP VERI PCATION MPORrtAl-*P ASSUMIOS 

c. 16 field agents trained to provide
elementary technical and inaagenent asis-
tance visiting 20 clients p-r month. 

d. 15 professional level experts in 
management. technical areas and marketing 
based in zonal offices. 

c. and d. Suitable candidates 
are available for field and 
support personnel. 

e. 1.5W0 small businessmen receive TA 
In areas of production, .anneW nt andlor 
marketing. 

e. Entrepreneurs are receptive 
to the teclnical assistance 
provided. 

f. Training needs Identified of 500 small 
businessmen and success of training evaluated 
for feedback to training system. 

9: W $mall businessmen adyised on credit 
use. jources ard application procedures. 

h. Lenders provided with general advice 
on lending to small businesses and specific 
Information regarding potential borrowers. 

I. Experimentation and develcment of 
various means of comunity and group parti
cipation or organization appropriate for the 
particular communlty or venture (e.g. com
mity advisory committees. assoclation4 
of siall businessmen. coops. etc.) 

3. Systen for delivering training 
to small farmers and rural enter-
prises. 

3.a. ",nter-institutional arrangements estab-
lished between CDI and appropriate training 
Institutions such as INFOP to have these 
institutions provide to small farmers and 
small enterprises ;he training identified as 
necessary by CDi field agents and special
studies. 

3.a. Observation; periodic 
reports by CO. INFOP. 

o 
.4 

H 

0 

'3



PUMIECT DICSI4 sLug4Aky 

LGI3CAL. i1AMOR 

Project Title & Nualer: PAW1I TecliologleS Program 

HAPRATIVE CUIJMtARY C&.ECTIVELY VERTFIABLE UDICATORS mmANS OP VERIFICATION IMPOfTAT ASSUMP IS 

b. Training provided in at least the fol-
 b. USAID field inspection. b. Levels of participation and
lowing areas: operation, maintenance and 
 INFOP and CDl reports. Interest sufficient for continued

repair of farm machinery (500 small farmers training programs.

and 100 mechanical repairmen); management
and technical aspects of small businesses
 
(1500 individuals).
 

C. Training techniques and curriculum C. Observation.
 
revised and improved through regular evalua
tion feedback mechanism.
 

4. Small Enterprise Development 4.a. 40 Pilot small enterprises estab- 4. Observation; USAID field 4. Opportunities exist for expan-Fund established and operating. lished and operating. inspection. 
 sion or creation of small or me
b. Loans or experimental type of 
 dium enterprises that are economifinancial transactions made to interme-
 cally viable and financially sound
diary credit organizations which lend to 
 over the long term.
 

small enterprises.
 
c. 40 Feasibility Studies
5. Small Farmer and Appropriate
Technolgies Development and 75-100 blacksiths and metalu.,hhnic 55. USAID field Inspection; MR
baksperinoetl l~i CD.I510Adcptatio and lssmination shops producing implements for demonstration. and COI periodic reports. 

Fund. b. At ledst 25 different prototype Imple
ments or structures praUced and dissminated. 

c. inter-institutional arrangements estab
lished between COI. MR! and other dppropr!ate
Institutions for the planning. execution and
 
evaluation of prototypes and field deonstra
tions.
 

o H
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P1~J*rCt nESIcH SUWEARV 

LOGICAL FRPAMhJORK 

Iro).ct T tIa & Mkiber Rraal TedhnoogLua Program 

NWASRAIVE SUJRY Oe3EIVE.Y VERFYABLE INDICATORS MNs OF0 VE IUTCATIOW THPORTNIT ASS4S'Mro1S 
6. leprove long-tern capacity of 
 6. Revision of elements of Engineering. 6. Observation.
Ika)rr pcst-secorL-ary -tucational Business Acinistration and possible 

6. UNAII and other institutioas
 
receptive to changes Incurricula.
I1StitLtnSn to better prepare 
 othvr curricula at selected institutions


grAd tes u.j can wirk In si.&ll to include appropriate small scale
 
scale lr..Xstrtalizstton and ap-
 mar.a9g nt a&W technical training.
 
protrate tech1..jlcgy develo|o nt.
 

7. fsttll:bJls-nt of a Small Enter- 7.a. Office provides Inforation to 7. Observation and periodic reprise 1nvcstx.nt Advisory Service domstic and foreign entrepreneurs re- ports prepared by the Small Enterin W3E to 1,ruvide potential Inves-
 earding the services of other londuran prise Investment Advisory Servicetors or Lycri with yuidince as to Institutions (particularly COI). the Office. 
so-:rces of irfora tion ccacernrIg labor "nd Investment laws of liknduras.

Lsivxss cqpIrtunities in lioruras. taxes and incentives, business opportu
lc.a&l i; trithes, arI restrictions. nities, financing Institutions. etc.
a04 :JrSSU aSt.ALaite available 
 b. Office channels to CDl small
 
ru :. Aincies such As business production ideas tit may
 

originate from e ploratory visits of
 
buyers, entrepreneurs or investors.
 

8. Estcl-listimot of an evaluatlcn/ B.a. Unit established which performs S. Observition. 
p:4W.-,tj Laijcity to Cl to more socto-econesmc basellre and project impact;W.rs1ly .t&ttily problems of studies and u;ilizs results to revise
smJll r.trjrisci ,%a cotinuausly 'tapltmntationplans for this anJ other 
ImpYvt prvrjrams to assist smll small business projects and for the design

ea'. new sall business provinotion Initiatives.
of 


b. Also prepares zorial resource inven
tories and irt-Jstrial development plans. I
 
corsultatIon ith other GI planrlngj
ctivties., 
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DEPARTMENT OF STATE 
AGENCY FOR INTERNATIONAL DEVELOPMENT LAC/DR-IEE-79-28 

WASHINGTGN. 0. C. 20 22 

ASSISTANT ENVIROENTAL T-ESHOLD DECISION 
ADMINISTRATOR 

Locition : Honduras
 

Project Title : Rural Technologies Project, 522-0157
 

Funding : $10,000,000 Grant
 

Life of Project: Five Years, 1979 - 1984 

Mission Recommendation:
 

Based on the Initial Environmental Examination, the Mission has con
cluded that the project will not have a significant effect on the 
human environment and therefore recommends a Negative Determination. 

The Development Assistance Executive Committee of the Bureau for 
Latin America and the Caribbean has reviewed the Initial Environmental 
Examination for this project and concurs in tle Mission'.s recommenda
tion for a Negative Determination. 

AA/LAC Decision:
 

Pursuant to the authority vested in the Assistant Administrator for 
Latin America and the Caribbean under Title 22, Part 216.4a, Environ
mental Procedures, and based upon the above recommetdation, I hereby 
determine that the proposed project is not an action which will have 
a significant effect on the human environment, and therefore, is not 
an action for which an Environmental Impact Statement or an Environ
mental Assessment will be required. 

Assistant Administrator for 
Latin America arrd the Caribbean 

00 Date 

Clearances:
 
LAC/DR:Environmental Adyssor:ROtto ,/
 
DAEC Chairman:-.Browr/ .49>
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INITIAL ENVIRONMENTAL EXAMINATION
 

PAT I 

Project Location 	 Honduras
 

Project Title 	 Rural Technologies
 
Project
 

Funding 	 $10,000,000 Grant 

Life of ProJect 	 5 years, 1979 - 1984 

IEE Prepared by 	 Peter R. Orr 

Date: March 28, 1979 

Threshold 	Decision
 

a. 	 Recommendation:
 

Negative Determination
 

b. 	 Concurrence:
 

A141-. -	 -Date:tJ. &. soSAD/Honduras
 

Mission Director
 

c. 	 Assistant Administrator's/
 
Director's Decision
 

Date:
 

- ~ 	 ~ .~4 
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DESCRIPTION OF THE PROJECT 

PART II 

The goal of this project is to increase rural employment and incomes 

both on and off the farm. The project has four elements which are described 

below. 

1) Small Farmer Technology Element -- The purpose of this element 

is to promote the use by small farmers of light capital tools, implements 

and machinery. A previously approved A.I.D. project is financing the re

search necessary to identify the small farmers needs for this type of equip

ment and to adapt appropriate technologies to the Honduran environment. 

This project will continue the R & D effort and will provide for the large 

scale demonstration of the implements developed by the R & D unit. Approx

imately 100 blacksmiths will be provided with technical assistance so that 

they can produce, under contract, the implements that will be demonstrated 

and tested on selected small farm3 across the country. 

2) Small Fnternrise Develoamrnt Element -- The purpose of this ele

ment is to stimulate the development cr expansion of small production 

enterprises in four selected zones of Honduras. A field organization will 

be developed to provide continuing managemcnt advice and technical assis

tance in production, marketing and credit matters. New pilot smal.l scale 

enterprises will be developed to add value to agricultural and other pro

duction, to increase utilization of natural resource:- for productive use, 

and to locally produce consumer and hand goods to r'eplace items produced 

outside the zone. Pilot projects will be developed and selected on the 
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basis of employment generation and other relevant development criteria. 

3) Appropriate Technology Projects 
- The purpose of this element
 

is to develop appropriate technology projects which will meet the iden

tified needs and opportunities for improving work productivity and/or
 

the quality of life in the rural zones. While some of these activities 

would be incorporated into one of the first two elements of the project 

it is expected that some of the AT applications will be in the nature of
 

self-help programs. 
Some possible activities to be considered include a
 

more labor intensive method for producing fiber-reinforced cement roof

ing material, low-cost water filtration systems, a low-cos- paper making
 

machine which recycles used paper, small mobile charcoal making furnaces
 

that would utilize presently wasted timber by-products.
 

4) Institution Building Element 
- This element of the project 

provides the financial and technical support to strengthen the capacity 

of the various government and private institutions that will be involved 

in carrying out the other three components of the project. 

IDENTIFICATION AND EVALUATION OF ENVIRONMENT IMPACT 

PART III
 

The approach of the Small Farmer Technology Element is to adapt
 

light capital technology to the social and natural environment of the 

Honduran small farmer, so that both labor and land on the existing farms 

may be used more efficiently. No significant adverse environmental 

impacts are foreseen. The efficient use onmore of land existing farms 

could produce a moderate indirect positive environmental impact over the 
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long term by reducing the rate at which forest or other marginal lands 

are converted to agricultural use to meet the increasing demands for 

food. 

The existing enterprises that will be assisted under the Small
 

Enterprise Development Element have as 
an average total capital assets
 

worth $200. The majority are involved in tailoring and dress making,
 

simple food processing, carpentry, blacksmithing, mechanics, repairs, 

pottery, crafts, and brick and block making. These small scale tradi

tional enterprises characteristically have a minimal impact on the envi

ronment, particularly as compared to larger more sophisticated industrial 

operations. 

The types of pilot projects presently under consideration for pro

motion under the Appropriate Technology Element are not foreseen to have
 

any adverse effects on the environment. Several of the pilot projects
 

are 
intended to ameliorate existing environmental problems. The water
 

filtration system is one example. 
Another is the mobile charcoal making
 

furnaces which would use lumber waste products to produce a fuel that
 

could reduce the need to cut additional trees for fire wood.
 

The Institutional Building Element would have no environmental impact
 

except indiroctly through the above three elements.
 

RECOMMENDATION FOR EVIRONMETAL ACTION
 

PART IV
 

Since the Rural Technologies Project does not involve any actions
 

that will have a significant effect on the human environment, a Negative
 

Determination is proposed.
 

- i - - ,__ 
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IMPACT IDENTIFICATION AND EVALUATION FORM 

Impact Identifica
tion and Evaluation !/ 

Impact Areas and Sub-areas 

A. LAND USE 

1. Changing the character of the land through: 

a. Increasing the population -------- N 

b. Extracting natural resources----------- L 

c. Land clearing -------------------------- L 

d. Changing soil character --------------- L 

2. Altering natural defenses - - N 

3. Foreclosing important uses ------------- N 

4. Jeopardizing man or his works N 

5. Other factors
 

B. WATER QUALITY 

1. Physical state of water ------ N 

2. Chemical and biological states ----- L 

3. Lcological balanceeeeeeeeeeeeeeeeeeeeeeeee N 

4. Other factors
 

I Symbol meanings: N - No environmental impact 
L - Little environmental impact
 
M - Moderate environmental impact 
H - High environmontal impact 
U - Unknown environmental impact 

- - . - .e - - _____ ____ 
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IMPACT IDENTIFICATION AND EVALUATION FORM
 

C. ATMOSPHERIC 

1. Air additives -------------------------------- N 
2. Air pollution ---------------------------------- L
 

3. Noise pollution -------------------------------- L
 

4. Other factors
 

Short Term Construction Air Pollution L 

D. NATURAL RESOURES
 

I. Diversion, altered use of water ----------------- L
 

2. Irreversible, inefficient commitments------- N 

3. Other factors
 

E. CULTURAL
 

1. Altering physical symbols ------------------ N 

2. Dilution of cultural traditions --------------- L
 

3. Other factors
 

r. SOCIO-ECONOMIC
 

1. Changes in economic/employment patterns M 

2. Changes in population ------------

3. Changes in cultural patterns ---------- - L 

4. Other factors
 

- - a: - - .- -mmmm 
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IMPACT IDENTIFICATION AND EVALUATION FORM 

G. HEALTH 

1. Changing a natural environment ----------------

2. Eliminating an ecosystem element------------

3. other factors 

N 

N 

H. GENERAL 

1. International impacts -

2. Controversial impacts--------------------

3. Larger program impacts 

4. Other factors 

---

N 

N 

1. OTHER POSSIBLE IMPACTS (not listed above) 

- -s 
-a 
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8. VAA Sc.60(W. Ili$ ieo CeunCy 
p-totcd, or taicilcc taIa 38@doqa"
ineflAtIras to ptuesie, Cho e or. 
destuction, by taahaction, of U.S. 

piapy U te tout~y ~4s 

8. tlhe past ther' have b'een inti"Atns 
where thCilC011 ha boar. unsuccssful i 
C011t41ninG demonstrations ained 3t the U.S.
Embassy, This has not been the ease 

many)years.,, 

failu orfitte nvutzZ1IU 
9WrnCY ptiqk= for the spaeifti. 
-: toof oapro+racion. iconvti

or- cyaen fiscatton, ~, -aChA1.. 
Ami~nistrator within tim past ycar
Considered danYil r, aia , t sn0t such 
gevemnuene for this tease&?.. 

44== +0. 

9. The otaIC Investment Guaranty Pogram is 
in operation in Ilonduras.' 

. n . - ... 
. .. . ..... 
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15. MA Sec. 670A. FY 79 Ann. 15. o. 
See. 60H. ias the cnuatr 7 ZranecJ 
sanctu-ary fron prouecutio:1 tu aly
individual or Sroup uhich Ii.acomit
ted an act of internatioruL terroriia?
 

16. 1 ,A See. 666. Does the country object, 16. 110.
 
on ha0i5 of ra.;o, relirion, national
 
oritin or sex, Co the presence of any

officor or eAploy0e of Lhe U.S. thera
 
to carry out ceonomic development 
program under FAA? 

17 rA, Sec.. 66 670. llas tho country, 17.. No. 
otter AuSus: 2, 1977, delivered or
 
received nuclear enrichment or
 
reprccess:n; cquip-:.nc,. =aterials, or
 
cechnology, withouc specified -rranGe
wants or sa-cvuards? Has it detonated
 
a nuclear device aftcr A.,futc 3, 1977,
 
alchough not a "nuclear-wvparon Stara"
 
undnr the nonproliforacion treaty?
 

B. rT.Dnr:C CRTrIA OR COVNTrY M BItCTmLITY B. FUNDING CRITERIA 
FOR COMNTRY ELICIBILITY
 

1. D.evlopment AssistanceCe-ryCriteria. L.a. Criteria for assessing progress in
 

a. FAA Sec. 102(b) (4). v* cri:eria involving the poor in development have beenbeen established azd cnk'r.en into set through sector and sub-sector assessmentsaccount to assess cor-it.enc pio %'css in agriculture, education, and nutrition,of couctry inc-fcctive2y involvitir and wi!l be set through urban-regional andtho I or in devulopnent, on such health sector assessments planned in the 
indexes as: (I) incrase in ati
culturaL productivity through s=aii- near future.
 
farm labor intensive aerJ.ultura,
 
(2) re4u.cd infant nortali;y,.(3) 
coatrol of p. puantion Zrowth, (4)
 
equality of inco-ro distribution. (5)
 
reduction of ,inc-.ployaxcnc, and (6) 
incroascd literacy.
 

b. rA, Sec. lo4(a)(1). If appropricte, 1.b. Over the long-term, improved economicto this ,evelopnnt (including conditions for rural poor, promoted bySahel) activity desirn..d to htild dvelopent assistace programs such as 
motivaticn for saller faniliee
 
throuth =odificacion of econoic 
 this one, are expected to irpact positively
and social ccnJitions supportive on reductions in family size.
of the dsirc for large fa.,ilics in 
progrc=s such as education in and out 
of school, nutrition, d.sease coatrol, 
vaternal and child hoalth services,
 
agricultural production, rural
 
developa-nt, and asoistanca to urban
 
poor?
 

2. Econonic S,"pnortFund Country Criteria.
 

a. FAA See.502?1. Has the country Z.a. NO 
engatcd in a consistcnt partorn of
 
gross violacions of intcrnacion~aly
 
recoCnired humao rights?
 

b. FAA-Rec. -533(). Will assistance 2.b. Not applLcable.

under Lts Southern Afric, proara2 ba
 
providcJ to Itlnzmbilqua. Anula,
 
Tanzania. or Zirniia? TI so, has
 
Prcvtdc.t deternincd (and rcportCd
 
to the Ccngrcs6) chatituch arsistance

will further U.S. forcirn policy 

interests? 

c. r.msee. tA7. If eomod. -n aro to 2.c. Not applicbl.
ba rraotied Ao that inlu prucceIJS will 
accrtse to the recipelc country, hive 

http:cnk'r.en
http:cquip-:.nc
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$poeiaI Account (ccoinforpct) 
actanga-..cii boan o do? 

d. Fr 79 tp. Act See. 113. 'Jill 
ssi ,.an.- be prov~dcd for the 

purpaz o' Aidis'; direccy Ch 
e'ofctz uC the rovarwicnc o( such 
cc'unry -.0 cc'css :he 1C;itiMat4 
ri.Ghts o the population ot such 
country concroty to t.h Univ.;rszL 
DacarAtiun oC llu~n rli;hcs? 

2.d. No. 

a. FAA. Sac. 6205. Will sccucicy sup-
portins; :zziltnce bo furntished to 
Ar enina a tcr Scpccrnrit 30, 19787 

2.a. Not applicable. 

.30st Avcilcble Document
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A. 	 MET.EA CRITERIA1'oR ppOJCT. 
1. FY 	19791

Sec. 634 
Ac UnnunI. i:r rLMsc653(b). 

A
 

(a) Describe how Cocaictcs on ,Appropria-tieoa 	 of Senate and House have bven or
viii 	be ncif.le concerningWIis aistance within the project;(Operational 

Year 	 Bud;cc) country or internacional 
oreenixztion allocatio 
reported to
Congrons (or noc more 
thao 	 $1 millea 
over that figure). 

2. TA~~A 1)(1). Prior to ohligation
it txccss.f $10.,000 vill 	tht: be (.)
enginaring, fi:r.ci., and otlher planeDecessary to car-y out 
cha assisC3nce aid
b) a 	 reazonablyCO~1t fire esti"to of theCo the U.S. of tho ass,~n!1: 	 t "the( )(-, It aurther l.isan -

ri%.t action is,requied vwitin rocip±rcount-, whit is bails for resonaable 
e-pactajon that ,uch actio, vill beconacletd in tine to prit ordo lry
accou; lg..-.,ent of purple of the ansis
tancol
 

%
4. T,-. 611(b) 
for voter or waLor-relatdd L3nJ 	rcource

co€slcUuCtion 
 has proje-.t 
 cat the standards a-d critcria as per the Principle.,
and $tanlards for Pl*aning WJa.r andRelatcd Land Rcsourcu dated October 2S,
1973? 

S. YA See. 611(e) . f project iscapita-l 
assastance (0.g.. constrCtion), and all

U.S. 	assistance for it
'.i!l
'i ed
$1 mllion, hkx IMLsson Director certifiedand ret.5or.al Aisimtant &A!inistratortak
into considoration the country's
caabll'ty affectively and
to sainic..n 

utilia the project?


6. 7AAS c . 2n9. I project susceptible of 
am part of retional.30 or trulti-

lteral project? if Anhy Is project not
so excutd? Infno ativa. 	 nd conclusionWhether asdictanco vll 
*0coutagda

regional Jevalopmcit pro 
 -ras.
 
. ,,-. A01o. cncrortulo a n o, r 

cAnAcuc€ 
 vhothcr project wll encourage 

e l forrs of
the the cLtI,,try toflov of internat.,3 - ( 0) inc rcaaecrade: (b) fog-

ter privs:c inlti.ltkvu 
 rJ cciftiL m,;
() !iicourarc i'v,.-o.;e.nt ,,rd
coEoper tive, 	 uIo u!crl$O(c unioni, am I aanviriz 

All., 10oa 	.3s0clAtinn-1;t to*,rjol i Pra~c,,a (J) dI.enill~-.(a) ,;,, tcch-.
fikcal 	 efficiency of indu4cry. A:.rcultur, 

1. 	 A Congressional Notification will bet by A.I.D.r ~ t d b . to the Congressindicating . . t .e C n r s.unding requirements for
 
this assistance program.
 

2. 	 Yes. 

3. 	 No legislative action is required withinHonduras to permit orderly accomplishmentof the purposes of this assistance. 

4. 	Not applicable. 

S. 	 Not applicable. 

6. 	 The Project is not suitable for 	executionan part of a regional or multilateral 
project. 

7. 	 The Project will, (a) fouter private initi
ative and competition; (b) 	 discourage
rDnopollst-±c practices (c) 	 improve the 	 technical efficiency of small induntriesagrlcultura 	 and 
ate (d) tL.ulatq the use oftechnology, 	 appropriexpand employmant and theraby 
strengthen the 	 fre labor movementi And (0)increase productively, thereby encouraqing
the flow of international trAdfn. 

http:i'v,.-o.;e.nt
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10. The U.S. does not own such excess 
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Pis144 . at the .. byuuauasge oca' ee.creangIndp Sahisial Le40l0omet and prdutvity an effective tossall far=sthe a~n £aeWlsa, Pr elis 'j t* b.wis PrYA.1ing eswuwwmet dpo trwMapepiseeheeaw.
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omtu yIsl siloae soigw' onral h poor# both "5 --- ,"fla hOeMrua 
.ei u e 

obip d"e. atiy. nmber. wAn &Miiuaan (iii)ewrd ale aod UheN a d ~gecisy b enlit ami enhance the status ofluflmftd~s .i,* ni mveii iw 
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.~ e, U iMt*rprn the M l"ait-kip tes. ft dwo~ealv" na 
moo~j thA project La, entirely devoted 11Ci) prun~u. snPus oM I sp a to s st eL ments of n ral POW " s AMtiOaicssW" Oh lpfyeg es

stabust cad (4)w Iades nora poor to: hlp, thimelvesa.a ow's~ 
$44aee y aeesooss 

be IMfeflII6 1. b. fte project objective is to Lacreasge 
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nmre thmn one fund source is used for 
project. include relevant para;raph for 
each fund source). 

(1) CIO]) for acriculture. rural develop
monc or nutrition; it so, extent to 
vhich activity is specifically 
desi,-ned .o increoso productivity and 
incoze of. rural poor; (103A] if for 
agricultural research, is full. 
account taken of needs of small. 
farmers; 

(2) 1041 (or popuLatirn plannino, under 
Scc. 104(b) or health under Sec. 
104(c); if so, extent to which 
activity e~phasizcs low-cost, 
inter3tcd dclivery syste. for health, 
nutr.tion and family plannin: for the 
poorest people, witl particular 
attention to the neads of mochcrs and 
youne children, using paramedical and 
auxiliary uedical perconnol, clinics 
and health posts, cc-rcial distribu
tion sy'te03 and ot.%ec modes of 
community research. 

(3) [1053 for education. public administra
tio,. or hu-aaa rese-arces developomnt; 
it to, extent to which activity 
strengtheos conforral education, cakes 
formal education more rcleanc, 
especially for rurzl families and urban 
poor, or strenthtme unna1.enc 
".pnbility of institutions enabling 
the poor to participate in develo:.m.nt; 

(4) (1061 for technical assistance, energy,
rescarch, roconstru:tion, and selected 
development problcs; if so. extent 
activity iss 

(I) technical cooperation and develop
ment, especially uith U.S. private M-i 
voluntary, or regional and interna
tional developcent, oraani:ctions; 

(1i) to help alleviate enorgy problens; 

(l) research into, a.:d evalustimn of, 
economic davalopcent processes And 
techniques; 

(iv) reconstruction after nacuiral or 
mamude disaster; 

iv) for special development problem, 
and to enable prorc utilization of 
eastlicr U.S. infrastructure, etc., 
assistance; 

(vi) for pronrum of urban develor4ent, 
especially &=all la or-itcnsive enter
pries, LJrkrtiLir syrta.-i.and 
financial or c.thar itiscitutlons to help 
urban poor participate In economic and 
social dnvtlopment. 

C. (1071 I :pronriato effort placed on 
use of JppropLiltu rccha.uoloi? 

I c. The Project is designed to deliver appropri
ate technologien to small farmers and small 

d. FM 9Vr._hLf.) 
cou,,try provrlu at 

will the recipient 
least ZSZ of tiw costi 

rural enterprises though GOH technicians 
working in related agricultural and in
dustrial development activities. 
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ot the progrm, project, or activity 1. d. The recipient country will provide at 
with reopoct co uhich the assaitanco it least 25% of the Project's costs and such 
to be furnished (or has the Litter cost- contribution will be reflected in the 
sharing requiromnt been malved for a 
"relatively .caat-Javaloped" country)? Project Agreement. 

a. 	 FAA See. I!0( . Will grant capital 1. e. Grant capital assistance will be disbursed 
assistance Lc disburscd for project everorree during the last years of this five 
twor than 3 years? If so, his justifl.ca
tolo.Pa~itfaCtody to Conoress been =ads, year Project. 
end efforts for ocher fiizi:cine, oc is 
the recipient countrerelatively least 1. f. The Project design is based on compre
davelopod"? hensive analysis of needs and constraints 
f. FM Sc. :81(b). Describe extont to derived from and Agricultural Sector assess
wh pr:^rao r'cornias t.c particular ment conducted by GOH and AID personnel and 
needs, desires, and capacities of tha 
peoplo o! tho country; utilizc the a supplementary detailed surveys of rural 
c(ntry'e inrL1llc:ual res.-ircos to industries. All of the program's activities 
encournlo institucionet dcvelopent; will make full use of Honduran intellectual 
and mpscprcs civil cducaticao and eedln
inn in skills required for effcctive 	 and institutional resources to develop ef
participation in govarnoeuta1 and fective skills and increase the capacity of 
political processs csiencial to self- poor rural people to participate in their own 
governmet. development, both social and economic. 

a. AA Sec. I27(b). Does the activit7y
Siva rcaac, blo prcmiis. of contr;eaCing 1. g. The project is designed to optimize the use 
to tL.o develop-ent of ecoo=ic rc:ourco., of the factors of production available to 
or to the incrAse of productiva
capac.ities and self-sustaining economic 	 rural people and to establish the means to 
growth? 	 achieve self sustaining growth in labor

2. 	Develop~nn AstccPrject Criteri intensive rural enterprises and on small 
(Lons 0-1.) farms. 

a. 	 TrA So. I222(b). nforticion and 2. a. N/A
oncluAion on cqpAcity of ,h* co-intry to
 

repay tho loan, including reasonableness
 
of ropaycent prospects.
 

1. 	 FT% ,. 6I.O(N). If asaltanco is for 2. b. This Project is oriented toward developing
any pro stcciva enerpris, hich will small-scale industry capability to meet local 
Is there in ahu sU. ytheS. recipien, rather than export dcmand. Minimal export 

country to prevent export to the U.S. 	 production could be expected, but such proof ore than 201 of tho .nterpciss- duction would not be expected to compete

annial production duin the 1iet of
 
the loan? with U.S. enterprises.
 

3. lroject Critcriai Solely for rconoic
 
I,__ 

a. 	 rM fee. 531(Al. Will this auir.twce 3. a. N/A 
suprrt prc--te econoiic or political

etability? To the exLeIt poosibla,

does it reflect the policy dirctions
 
ot section 102?
 

b. TM See. 513. mill assistance under
 
this ch _ter be ud for nrlitaty, or
 
parsmilitary activitiacl
 

/:
 

http:justifl.ca
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STAXDAO tr1t OICYLTST 

A. 	 procur.ent 

1. 	 FAA See. 602. .Ara there arrantrants 1. Yes
 
to pcr.ic U.S. small bu-4iness to
 
participate cq,'itbly in tho furnish
ing of oods and services Einanced?" 

2. 	 F A Sec. 60, (a). Will all. con- 2. Yes
 
tadity rrcurement fin. iced ba
 
from tho U. S. excepc as other
visa determined by the President
 
or uadat delegation from him?
 

3. 	 FA Sec. 60_(d)._ If the "3. Yes
 
coopcrais;i, co=.-ry discrimi
ratou .arainst U. 5. mari~ne 

insurance coc-panies, .-i
 
etreem-r-t require thac
 
w.,rine insurance be. p1zcd in
 
the U. S. o coiroditias financed?
 

A. FAA Sec. i04 (e). If offshore 	 4 No such procurement is contemplated. 
procureiti, of agricultural
 
cmr.modity or product is to be
 
financed, is th r" provision
 
ar~sinsc such procurerr-at when
 
the do-estic price of such
 

unodity is lass thaa parity? 

5. 	 FAA See. 608 (a). ViLl U.S. 5. Yes
 
Gavelrnz.nt excess parscnaI
 
property be ucilizcd .hcrever
 
praccicsble in lieu of the
 
procurement of nci ites?
 

6. 	 TAM See. 603. (a) ComUanca with 6. The Project Agreement will provide for 
rquirr2Fnt in section 901 (b) compliance with this requirement. 
of the .?rchoet ?!adrna Act of 
1936, . amended, that at 
least 50 per centum of the gross
 
tonns:o of ccomdities (compucod
 
scpiracuLy for dry bulk carriers,
 
dry carlo liners, and tcnkers)
 
financed shall bo tranported on
 
privately owned U.S.-flag
 

owsercial vessals to the oxTent
 
that such vassals are available
 
at fair and resonable rate.
 

7. Sc. 62. fIf taclhnftaassistance is financad, will 7. Technical assistance to be financed under 
such cssiatance be furnimhed to the program will be contracted, to the 
the fullest extent pricticable fullest extent practicable, from private 
as pods and professional and organizations or individuals. 
other services from privata
 
enterprise o. a contract basis?
 
If the facilities of oter
 
redaral zScrcita will be utiligcd,
 
are thc; partcilarly suitable,
 
not coitcitLve vitch private
 
enterprisa, and r-do available
 
vithout uiduo incurfuresce
 
with *wnstic protram? 

http:Gavelrnz.nt
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a. 	 Tnternatninl Air Tr.r.s'ort. 8. yes
 
Fair Ccmc.ticiva 'r.:icos
 
Wct W)14, 1L air
 

ramporcacion of reons or
 
propnrty Is financed en grant
 
basis, will provisiun be mada
 
hac U. S.-flag carriurs will
 

be utilizod to the extent such
 
servica is available?
 

9. ,Y 79 Ap. Act. Sec. 105. Does 	 9. All contracts for procurement of goods and 
te cv.-:act for pro.- fnnt services under this Project will provide for
 
contain a provision. A;.horizing

the torsinacion of u termination for the convenience of the party

contract for the convanience issuing the contract.
 
of die Lited Stacao?
 

n. 	 .Construcion B. Construction 

1. 	 FAA Sec. 601 (d). If a capital 1. The only capital elements of this Project
(o.C., contruccin) project, are so small that U.S. engineering firms 
are en;incering and p:ofoasion&L 
servicei of U. S. fi- and would not be interested. 
their affiliates to ba used to
 
the ,maylm excenc cc",iscent
 
vith tho nacional inwrost?
 

2. 	IAA Sec. 611 (c). If contract.s 2. Yes.
 
for conscruccion arc to bo
 
financed, viU thay be let on
 
a co.3:citivo b~ais to caxi=ua
 
*%ecnt practica.)la?
 

3. 	 FPA S.. 60 (). 7! for 3. Less than $1.0 million in assistance would 
co~txtr7uiTon of productivo
enterprise, will aq-,r;ace be provided for construction of production
 
volue of ascictmnca to enterprises.

be furn.zhad by the U. S.
 
not eimeed $100 nillion?
 

C. 	 Other R3strictors C. Other Restrictions 

1. 	 MA Sac. 122 (a). if 1. N/A
 
deelopwic loon, is interest
 
race at least 2Z pcr annum
 
during grace period and at
 
least = par annum thereafter?
 

1. 	FAA Sac. 3l (4). It fund Is 2. N/A
 
estajlished solely by U. S.
 
contributions and a.=inistered
 
by an international organization, 
does Cocptroller Gnaral have
 
audit ri~.tits? 

3. 	 FAA Sac. 620 (h). Do arrango- 3. Yes.
 
tents procluto prorotin1 or
 
usAiStinr, rh foru0tlaid 
projects or activities of 
Counastc-bloc cowitries, 
conerz-, to the bet itcoresca 
of Lhe U. S.? 

4. 	L&A F=. 616 (L, is finnctnc 4. Yes. 
not 	peritotCd to bo u.ed, without
 
V31Ver, for purch.ne, long-turn
 
)sa@o, or orehann.o of r-tor
 
vehicle Mailuficturcd ¢C.,thJe the 
U. S., or Igronty of such 

http:purch.ne
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trmwactiot 

5. JLU arrm:cmnts preclude 
use of fWhaicng: 

5. The Project Agreement will identify
the specific us'es for which funds may be 

a. Sc;S. "104 (f). To 
pay for ereUFoXinc of abortions 
or to ntivato or carco Peron 
to praa:ica obortLc-is, to pny 
for perfor=nce of involuntary 
sterilization, or to coarce 
or provide financial incentive 
to any penmon to ,ndergo 
sterilization? 

used, thus precluding the allocation of 
such funds for the' purposes covered by the 
legislation cited in itepss 5.a. to 5.i. 

b. r&%Sac. 6 2 0(c). To 
wov!ensate o-rncrs for expro
priatad nationalized property? 

c. TAA Sec. 660. To finance 
polica training or other law 
enforcement asuisemce, except 
for narcotic program? 

d. FM. Sac. 
activities? 

662. For CIA 

6. FT 79.A_.2. Act Sec. 104. 
To Pa7 pensior, etc., for 
military personnel? 

f. FY 79 A'.a. Act. Sec 106. 
To pay U.U. ass%-nts7 

g. F 79A-ie. Acr. Sec. 107. 
To carry Out p-Ovts$ons of 
TAA zections 209 (d) and 251 (h)? 
(Trausier of FAA funds to 
multi lateral orgaiizavions 
for lading.) 

h. FT 79 App. Act. Sec. 112. 
To financed the e qort of 
nuclear equipmet. fuel. o 
te , noloDy or to train 
foreign nations in nuclear 
field$? 

1. _Apo.Act Se 60!. 
'To be used for piL:1icicy or 
propsCanda purposes within 
U. S. not authcrized by 
Congress? 



UNCLASSTIED 
ANNEXD
 
PAGE 	 1 of 3 

SECRETARIA DE HACIENDA Y CREDITO PUBLICO 

REPUBLICA DE HONDURAS 

Tegucigalpa, D. C., junio 27, 1979. 	 NQ...94 

Sear 
MEN OVAAS 
Dirtor Interino de USAID
 
Presente
 

Estinado sefir Lovaas: 

El Plan Nacional de Desarrollo 1979-1983 en su actual revisi6n ha
ce dnfasis en el aunento del empleo y los ingresos. Adn cuando ds 
to ha sldo meta del anterior PND, ahora ha tomado una foma nAs c~n 
creta en cuanto al dnfasis sobre el aumento del emrleo en el sectEr
agricola medilante el desarrollo y entixega de tecnologfas apropia 
das; y en el sector industrial, rediante el aminto en la disFoni
billdad de asistencia tdcn-±ca y el estableclmiento de una estruitu
ra de incentivos para las industrias de pequefia y mediana escala que
estimile la descentralizaci6n de las dreas rurales. 

En este sentido estamos proponiendo qua la A.I.D. sumnnistre asis 
tencia al Gobierno para que lieve a cabo un proyecto cuyos objetivps 
son el.mejormniento del empleo, ingreso y condicicnes de vida de los
habitantes del drea rural, el cual involucra las prioridades mds im
portantes establecidas en el R'N 1979-1983. 

El proyecto que proponewos incluird las siguientes actividades: 
1.-	 Un sistema para el desarrollo, prueba y deimstraciln de tecno

logfrs nuevas y mojoradas para pequefios agricultores, industria
les y del sector reformado, a nivel nacional. 

2.-	 Un sIstma do entrega do asistencia t<cnica y administrativa 
para 	las pcquefiis mpreas rurales localizadas en cuatro zonas 
seleccionadas; y
 

3.-	 Creaci~n do un sistem para el desarrollo, prueba y disemina 
cidn do tecnologfws apropiadas para el mejoramiento do las con 
diciones do vida de lo, -haxci rurales pobres do todo el pa&. 

El prvyecto est1 disei&,a& para tener un gran inpacto en tcdo libdu
ras ospecialtmanto entre lon ntis pobres del Area rural, en cw-nto a 
SU actividanns productivas asi a o us condlciones do vida. 

A cwxtinuncidn Be praonto al dc-glow del prernsuato global parn 

s* *#0 
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SUCRESTA1UA DE HACIENDA Y CREDITO PUDLCO 

REPUBLICA DE HONDURAS 

Tegucigalpa, D. C.,N9.......
 

las diez actividades principales, durante los primeros cinco aios -
del proyeeto: 

1. 	 Pd 1intarinstitucional dea Infonreci~n e Investiga
ci,6n Aiaptiva. 
 L. 6,615.0 

2. 	 Sistem de iantrega de Servicios dea Asecsoria Ad
ministrativa y Tdcnica para la!s Peueias Empresas "5,305.8 

3. 	 Sistera para Proporcicnara C..pacitaci~n a las &r
presas Iburales y Pequefios Aricultores 1,179.0 

4. 	 Forio,dea Dsarrollo para Paqueias E~presas " 2,000.0 

5. 	 Fondo para al,I>2sarrollo, Adaptaci~n y Disemina
cin 	dea Tocrnlogfas ,Vrcpi--das 8,000.0 

6. 	 Desarrollo de Piacurscu Huranos 640.6 

7. 	 Oficina de Asesorfa do EkrVresas 338.8 

8. 	 Capacldi de Ealuaci/Planificaci& para Identi
ficar con ad~s Precision los Pro~blemsI doa las Pe
quefias Ekr~presas . 0 3,028.8 

9. 	 Anllisis do la Pulf tica del (fli 933.2
 

10. 	 Cordinacidn del Proyccto, Gerencia y Adruinistra

cidn 
" 3,069.8 

TO0T AL L. 311.0 

El.Gobiern do liondura-i solic-ita quo la aitftencia cil A.1. D. se 
o:Krgada en La form do dcfl1ii ror la ctntida~d do 20 Inillone5 do
LeTpiran. enmunu quo ur'a dcnac!6n es apropLida ya quo Lan activi
duas a rc&lizar-.a por el proyocto aon cxztpltc nrnmto nw".a, !isrmj
do q~.xt no han aido intrcxducidats en ci paif3; r-xi~qtc tn rieq -,ub,3 
tawciAl por parto dol GCf I y flovardi algqTh tic"rii para abtoorter Ion 
oatoo del proyacto. 

El.Gobiorr= da ondr~uras so caui1ranmtiw a ch~r 11,110.0 railloren do -
Uapiras do conta-ptrtn parai Laoaurar Ion locjros (xntitvV~Ici en Ion 
objotivou dol Proyecto. 
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SECRnTARIA DE HACIENDA Y CIEDITO PUBLICO 

REPUBLICA DE HONDURAS 

Tegucigalpa, D. C., N9 ..............
 

.*.3ooo 

El Ministerio de Recursos Naturales a travs de su Proqrama Nacional 
do Investigacidn Agropecuaria, el MIisterio de Ecorta y el Centro 
de Desarrolo Industrial (CDI) serdn las agencias prlncipales encar
gadas de la plnntac6n del proyecto, teniendo la colaboraci& y
asistencia do otras institucicnes.
 

Agradeciendo su atmnci6n a la presente solicitud, m suscribo de us
ted nuy ateiitamnte, 

S 4retario. 

z Archivo 

/nd. 
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Certification Pursuant to Section 611 (e) of
 

Foreign Assistance Act of 1961, as Amended
 

I, John B. Robinson, the principal officer of the Agency for
 
International Development in Honduras, having taken into
 
account, among other factors, the maintenance and utilization
 
of projects in Honduras previously financed or assisted by

the United States, do hereby certify that in my judgment,

Honduras has the financial and human resources capabilities

to effectively maintain and utilize the Project:

Rural Technologies.
 

John Roinson -D-recto , USAID/Honduras
 
"J~ne 22, 1979
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DRAFT PROJECT AUTHORIZATION AND REQUEST FOR ALLOTMENT OF FUNDS
 

PART II
 

Name of Country: Honduras
 

Name of Project: Rural Technologies
 

No. of Project: 522-0157
 

Pursuant to Part I, Chapter I, section 103 of the Foreign Assistance
 

Act of 1961, as amended, I hereby authorize a Grant to the Republic
 

of Honduras the "Cooperative Country" of not to exceed Eight Hundred
 

and Fifty Thousand United States Dollars ($850,000) to help in fi

nancing certain foreign exchange and local currency costs of goods
 

and services required for the project as described in the following
 

paragraph.
 

The project consists of developing the capacity of the Cooperating
 

Country to improve incomes and the standard of living in rural areas
 

through the development, adaptation and dissemination of technologies
 

appropriate for 
use by small farmers, small rural entrepreneurs, and 

rural houscholds. (hereinafter referred to as the "Project"). 

Through a prcce.%: analyzing national policies that affect employ

ment in I1onduras, the Project will alo end. ivor 
to influence policy
 

changen that would favor A rore cfficient utilization of national
 

factor endownonts. Pilot rural industriso will b dtvoeopad to
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reinforce complementary existing industries and agricultural activity
 

and to generate additional rural employment. Small amounts of experi

mental credit will be provided to rural enterprises to supplement
 

the technical assistance and training received and to promote the use by small
 

entrepreneurs of the formal credit system.
 

Eight Hundred and Fifty Thousand United States Dollars ($850,000) of the financing
 
authorized and approved for the Project will be obligated when the Project Agreement
 

isexecuted. 
 I approve the total level of A.I.D. appropriated funding planned for
 

this Project of not to exceed Ten Million United States Dollars ($10,000,000),
 

grant during the period FY 79 through FY 84. 1 approve future increments during
 

that period of funding up to $9,150,000, subject to the availability of funds in
 

accordance with A.I.D. allotment procedures.
 

I hereby authorize the initiation of negotiation and execution of the Project
 

Agreement by the officer to whom such authority has been delegated inaccordance
 

with A.I.D. regulations and Delegations of Authority subject to the following
 

essential terms and major conditions, together with such other terms and conditions
 

as A.I.D. may deem appropriate.
 

Source, Origin or Nationality of Goods and Services
 

Except for Ocean Shipping, goods and services financed by A.I.D. under the Project
 

shall have their source, origin or nationality inMember Countries of the Central
 

American Common Market or in the United States except as A.I.D. may otherwise
 

agree Inwriting. Ocean Shipping financed unoer the Grant shall be procured in
 

the United States.
 

Assistant Administrator
 
Bureau for Latin America and the Caribbean
 

Date:
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PROFILE OF PROJECT TARGET GROUPS
 

I. INTRODUCTION
 

A. Small Farms
 

The Mission and the GOH completed in February 1979 the Agricul
ture Sector Assessment for Honduras, which contains an extensive

profile of farmer target groups. The analysis for this Project

is based on that Assessment; therefore, further relevant informa
tion can be obtained by referring to the Assessment.
 

B. Rural Households
 

No current extensive or intensive analysis of the problems
of the rural household exists for Honduras. The most recent house
hold income-expenditure data is from a 1967-1968 survey financed

by A.I.D. The GOH, with AID financing from the Nutrition Loan,

is in thl process of tabulating data from a 1978 survey. This

data will be analyzed, as soon as it is available, by the Project

Studies Unit to identify problem areas and estimate demand for
 
consumer products and income levels in rural households.
 

C. Rural Enterprises
 

An extensive study of rural industry was conducted for this

Project. 
Data from the survey has been used for the Project design;

and for the Economic and Social Analyses. This Annex reports,

in some detail, the results of the Survey.
 

II. RURAL INDUSTRY SURVEY
 

A. Purpcse 

The Small Industry Survey was conducted to provide a descrip
tive profile of small industry in selected regions of Honduras,

in order to prcvide an information base that would assist in the
design and implementation of a program to assist said industries.

Aspects of employment, capital assets, equipment stock, socio
economic characteristics of the entrepreneurs, and per:eived pro
blems were included in the survey.
 

This preliminary report summarizes the principal findings

of the survey. The overview provided here -; necessarily prelimi
nary, as an exhaustive analysis remains to be done of the interrelationship of a number of the above factors. Nevertheless, this

first cut of the data provides sufficient descriptive information

for a profile of the target group for the Small Enterprise Component

of the Rural Technologies Project.
 

B. Methodology
 

The survey methodology is adapted from the mothodology dev
eloped at Michigan Stato University for small industry studies in 
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Sierra Leone, Jamaica, Bangladesh, and Haiti. Theoretical and

methodological presuppositions tested in Sierra Leone and refined
 
in subsequent country surveys are the foundation for this survey.

Adaptations and modifications for Honduras were made by a joint

USAID-CDI working group.
 

1. Sample Selection
 

The regions to be surveyed were selected by the Agricultural

Policy Commission with CONSUPLANE as follows: the West and South
west (Ocotepeque and Marcala-Goascor~n) as areas of economic stagna
tion and high unemployment rates, bordering El Salvador; and the
 
Eastern-Central regions (Danli and Olancho) as regions for integra
ted development programs.
 

A two-stage cluster sample technique was applied within these
 
regions, to select the communities to be surveyed. Census enumera
tion areas were stratified as follows: Stratum 1, less than 500
 
inhabitants; Stratum 2, 500-1999 inhabitants; and Stratum 3, 2000
 
or more inhabitants. A five percent sample of Stratum 1 areas
 
was selected, 50 percent of Stratum 2 and 100 percent of Stratum 3.
 
Within these areas, all industries were identified and surveyed.

Projections for the regions, then, can be made on the basis of
 
this complete enumeration of randomly selected clusters within
 
the three strata.
 

2. Survey Instruments
 

The survey instruments are adapted and modified versions
 
of the irstruments developed by Michigan State University analysts.

Instrument I measured shop and labor characteristics. Instrument 2
 
measured equipment, production and raw material stock. Instrument 3
 
measured entrepreneurial socioeconomic characteristics. Copies

of all three are attached in Annex 1.
 

The principal modifications to these instruments are as 
follows:
 
labor was differentiated functionally In Instrument 1, and an
 
entire section on socio-cultural features and perceived industrial
 
problems was added to Instrument 3.
 

3. Data Collection
 

The actual interviewing for the survey was carried out by

a team contracted throvgh a local consulting firm, Fortfn, Lagos
 
y Asociados, S. de R.L. The team was composed of 24 
fourth-year

university students, mostly business administration majors, super
vised by an economist with extensive experience as Director of
 
the Census Bureau in H!onduras. Technical supervision of the data
 
collection was provided by USA'D and CDI.
 

A total of 2,120 industries were surveyed with Instruments 1
 
and 2. Approximately every third entrepreneur wat! surveyed with
 
Instrument 3, for a total of 792. Howover, due to changes in
 
the survey format, tho "problems" section of Instrument 3 was
 
not done in Ocotopequn.
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Coding of the instruments was supervised by a research associate
 
from Michigan State University. The coding scheme for all three
 
instruments was developed with local data-processing in mind.
 

4. Data Processing
 

The survey data wire analyzed using a computer methodology 
Jointly by MSU, USAID, and a contracLed Honduran programmer. 
The programs tor analysis of Instrunent 2 were adapted from MSU's 
progranming scheme. The programs for Instrument 1 and 3 were 
developed locally. 

A computer data base file h s been structured to allow easy
 
access and perit on-going analyses of the data, as analytical
 
hypotheses are developed and tested.
 

This profile is based on descriptiv:e. data disaggregated by
region, by industry type, .ind in scm ca:.e.s by population strata. 
Further analysis of the data is rela, ively simple; a procedural
manual for analysis of th, data base is being developed to allow 
researchers and interested persons to structure their own analyses.
 

5. 	 Survey Phases
 

The data collected in this su-vey measures industrial stock 
and entrepreneurial characteri.'tics. A longitudinal follow-on 
survey is currently in the design process; this longitudina, survey
will measure the flow of inputs and outputs in a sample of the 
firms surveyed. 

III. DESCRIPTIVE PROFILE OF LBOR, C..PITAL, 
AND ENTREPRENEURIAL CHARACTERISTICS 

A. 	 Distribution of 5riallScale Industrial Categories
.Thet q-y nn dstrata I/ 

The composition of industrial activities in rural Honduras
 
provides some in:.-ght into the nature of the rural industrial 
sub-sector. The most important industrial categories, in order 
of importance, are: textiles and apparel, food processing, wood 
working, metal work, construction, ceramics, luather work and 
others. Four of every ten industries are tailors/seamstresses,
 
two of every ton are food processors, and one out of ten do woodwork.
 
Regional variation in types is not significant. 2/
 

I/ 	 This slction along with approximately 70 tables to support 
the analysis are available in a separate bound report. 

2/ 	 NOTE: Th only region with significant variation from the 
ov',rall pattv.rn in Gou.,corn. owevrr, thiI ins bcau.se 
two CcrilCS cu.".ities w, r- 'r jy U.-
random :ample. if theo, a:-- rem(4.vd, the di:ribut-lonal 
pattern bocomom similar to the other regions.
 

http:rem(4.vd
http:pattv.rn
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The most salient finding is the dominant position of clothing

manufacture in the rural areas. 
 Tailors and seamstresses constitute
 
37 percent of all entrepreneurs and 21.9 percent of employment.

This coincides with studies of small-scale industry elsewhere,

which have underlined the importance of clotnesmaking. 1/ Food
 
processing follows in importance, departing from the paEtern in
 
other developing countries. Carpentry and related activities,
 
not surprisingly in a woodrich country, are third in importance.
 

The composition of industries varies importantly with the
 
size of settlements in rural Honduras. Metalworking, repair servi
ces, leather works and art are concentrated in larger communities.
 
Ceramics, palm products 2/ and food processing are concentrated
 
in small.!r and medium sized communities. However, textiles, con-.
 
struction and wood industries are equally important in each stratum.
 

B. Capital Services and Stock Inputs
 

In this study, capital has been divided into four major cate
gories: buildings, equipment, working capital and goodwill.

Buildings includes the value of buil Ting and land used exclusively

for industrial purposes. 3/ Equipment consists of tools, machines,

and furniture in use by t~e enterprise. They are valued at their
 
purchase price as defined by the entrepreneur. Working capital

includes the value of the raw material and finished output inventory

held at the time of the survey. Fixed capitai includes both build
ingz and eqyifment.
 

The average 9mall scale rural industry has $201 of fixed
 
capital, which is comparatively little indeed. Bakers ($85) have
 
the least investment, followed in ascending order by brickmakers
 
($175.50), clothesmikers ($227), carpenters ($298.50) and black
smiths ($309). The bulk (90%) of capital i.ivestnent is in equip.

merit, as most small-scale industry is located in the house.
 

Regional variation is significant. Danll, the area with
 
richest agricultural prod-ction, has industries with an average

capital investment which .s twice as large as Marcala-Coascordn,
 
which includes the zone with poorest agricultural production.

Olan.ho has a well developed agricultural sector as well, dominated
 
by medlium-to-large cattle farms. Agriculture in Ocotepeque is
 
characteriZed by smoll peasant holdings, similar to Marcala and
 
GoascorAn. Regional variations underlines the importance of link
ages to the agricultural soct-or. I/
 

1/ See Lledholm (1973) for ,' review of these studies.
 

2/ Palm products include basket weaving and stcaw furniture making.
 

3/ Values were noc 
 )mputed for living space in the household
 
that serves the uual purpo-c of industrial uses.
 

4/ Those will bd analyzed in the longitudinal phase of the study.
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Stock inputs are, on the average, only 12 percent of fixed
 
capital inputs. The relative magnitude of stock, however, varies
 
importantly by industry. Brickmakers have two units of stock
 
for every three units of fixed capital. This gives insight into
 
the nature of their enterprise, which uses large amounts of raw
 
material and relatively little equipment. Carpenters have one
 
unit of stock for every five units of fixed capital. Except for
 
brickmakers, carpenters keep larger amounts of stock than other
 
industries though there is more important investment in equipment.
 

Carpenters keep larger amounts of stock in hand, probably

because they must cure some of their raw materials prior to utiliza
 
tion. 
 Tailors purchase raw materials which are themselves finished
 
products of other industries and need not be stocked.
 

C. 	 Labor Inputs
 

The average small-scale industry employs 2.1 persons, includini
 
the entrepreneur. With adjustments for part-time and child labor,

the average size of firm is 1.6 full-time equivalent laborers. l/

A gross measure of mechanization was constructed by computing

the number of machines per laborer, weighted and unweighted.

There are an average 1.2 workers per machine in all rural small
scale industries.
 

Regional variation is nct significant, though variation by

industry type is. Using the worker-machine ratio as a measure
 
of mechanization, bakeries are the least mechanized 
(1.9 workers/

machine), followed by brckmakers (1.64), blacksmiths (1.46),

clothesmakers (1.08), and carpenters (0.55). 2/
 

One measure of the labor intensity in industry is the invest
ment in fixed capital per laborer. The greater the capital-labor

ratio, the less labor intensive is the industry. The mean investmenl
 
per laborer is $117. One finds regional variation, where Danlf
 
industries are almost twice as capital intensive as 
those in Marcala-

Goascordn; this variation, however, is not statistically significant. 3

Variation by industry type, however, is significant. Industries
 
are ordered along a continuum of least to most capital intensive
 
as follows: baking ($35.50/person) to brickmaking ($61/person)

to carpentry and blacksmithing ($150.50/person) to clothesmaking ($170.50).
 

I/ 	 Since labor flows will not be available until the and of
 
Phase II, a rough approximation was made by weighting chil
dren and part-time laborers at half of an adult full-time
 
worker.
 

2/ 	 Tools are not included here; machines are distinguished from
 
tools by the presence of working parts that transmit energy.
 

3/ 	 This is becnuse the variation within regions is greater than
that 	between r'gions. In goneral, this holds true for most
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Division of labor inputs by sex and ago adds further insight

into the nature of small-scale industry. All industries use child
 
labor to some extent (15% overall). Palm industries are more
 
heavily dependent on child labor (41%) followed by metal processing

(25%) and ceramics (21%). Textile industries and repair services
 
are the least dependent on child labor (10%) Regional variation
 
exists, but probably as a function of industrial composition.
 

D. Initial Capital. Stock Requirements
 

The average small firm required an initial investment of
 
approximately $400. 1/ The size of the investment is an indi
cator of the barrierg on entry into the small industry sector.
 
It represents a year's wages for a worker earning the minimum
 
wage rate. Since savings is the principal initial source of capi-.
 
tal (see below), it is obvious that a considerable number of years'
 
savings accumulation are required for entry into the sector.
 

E. Sources of Initial Capital
 

Non-agricultural savings, savings from agriculture, and other
 
sources provide the majority (67%) of funds needed for :stablish-.
 
ment of small-scale industries, followed by gifts (13%), family
 
or friends loans (12%). Few industries (6%) started with loans
 
from other sources.
 

F. Credit
 

Credit is not a significant factor in most small industries.
 
Only 13.5 percent of entrepreneurs requested credit in 1978, and
 
12.1 percent obtained it. Kinsmen and friends, on the one hand,
 
and private banks, on the other are equally important as sources
 
of credit. The impcrtance of informal credit varies widely from
 
Legion to region -- 3 out of every 5 loans in Marcala-Goascordn
 
are from family and friends as compared to 2 out of 5 in Olancho
 
and Danlf.
 

Cr-edit, when it is used, is used principally for working capi
tal, 64.6%, as opposed to 35.4% for investment purposes.
 

One in four entrepreneurs avoid credit because of risk factors.
 
One in eight have no collateral that can be used for credit.
 
Only one in ten point to other access problems (lack of formal
 
sources or lack of knowledge) as reasons for not requnsting credit.
 
The predominant factor is a lack of perceived need for credit,
 
which is true of almost half of entrepreneurs.
 

G. Excon Capncity
 

Small firms surveyed work, on the average, 4.7 shifts par
 
week. One half of ontreprenours foal that they can work additional
 

I_/ Sourco: Honduras Rural Industry Survey.
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hours per week. The mean estimated of hours per day that could
 
be worked with no expansion of the shop is 1.9.
 

H. Apprenticeship Characteristics
 

Only 13% of firms employ apprentices. l/ The average length

of apprenticeship is one year. Three of eveiy four apprentices

is paid, while one of five pays to learn. The significance of
 
apprenticeship may be underestimated, due to problems in the data
gathering process; 
this will be further explored in the longitudir
 
nal study.
 

I. Entrepreneurial Characteristics
 

The average age of entrepreneurs is 40 years. Fiftyseven
 
percent are women and forty-one percent are men. There is, 
as
 
one would expect, a strong correlation of sex and industry type

-- seamstresses are women, tailors mostly men, bakers are women,

and the rest are primarily male entrepreneurs.
 

The literacy rate for entrepreneurs is much higher than the
 
overall rural literacy rate 77 percent vis a vis 52 percent.

Here one finds a significant regional constrast' Danlf entrepreneurs
 
are more literate (85.4 percent) and Goascordn entrepreneurs less
 
literate (62.5 percent). A similar variation is obtained in nume
racy. While 61 percent of all entrepreneurs can do the four basic
 
arithmetic operations, Danlf entrepreneurs are slightly more numerate
 
(65 percent) and Goascordn entrepreneurs significantly less (50

percent). It is instructive to know that there is no significant

difference between male and female literacy rates, 
a phenomenon

which is not true of the population as a whole, which has higher
 
male literacy rates.
 

Mean family size is much bigger than the rural average -
9.33 vis a vis 5.4 persons. 2/ The percentage of entrepreneurs

who employ their own children in the firm (both minors and adults)

is 21 percent. 3/
 

Entrepreneurs are recruited into the small-scale industrial
 
sector by various routos. The most important in self-teaching

(31 percent), followed by learning from, the family (27 percent),

and apprenticeship (26 percent). Formal training amounts for
 
12 percent of entrepreneurs, including courses (9 percent) and
 
vocational 5chool (4 percent). It should be noted that only 12.5 
percent of entreproneurs now have the saroe occupation an their 
parents. The mean length of the learninq procass is 2 1/2 years,

although there, is great variation.
 

1/ It may well be that there is a cultural difforenc in 
the definitien of apprenticenhip, where many who report
laarning a trade from thoir family actually served an 
apprenticn. rn any c.UZe 1 Apprornticchip is siqnifi
cantly le:in important than in other countries. 

2/ Source: lfondurann Rural Induntry Sirvoy. 

/ Ibid. 
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Some entrepreneurs (36 percent) have had nonformal training.

Sewing and tailoring courses are the most common (9 pircent) which
 
is not surprising in view of the dominance of this inuustry.

General management cr-'rses (human relations, cooperativism) are
 
next in importance, - reflection of the amount of rural community
development work engaged in by various institutions in Honduras.
 
The average entrepreneur has had 15.6 years of experience in his
 
trade, very little of which has taken place in another firm, as
 
the average age of enterprises is 14 years. I/
 

1. Occupational Mobility and Maltlp4icity
 

A significant number of entrepreneurs show some occupational

mobility. Half of them have held previous non-industrial occupa
tions and an additional 6.4 percent have had a previous industrial
 
occupation. Some of this may be accounted for by entrepreneurial

expansion, as 3 percent own additional industrial enterprises.
 

A great amount of mobility may be due to occupational multi
plicity, as 49 percent of entrepreneurs have a second occupation.

Secondary occupations are probably continuatJons of occupations

which they had prior to becoming entrepreneurs. Secondary occupa
tions among all entrepreneurs are: housewives (16 ), farmers
 
(7.3%), agricultural laborers (6.6A). Other occupations are logi
cal correlates or extensions of industrial activity -- merchants
 
(2.5%), bricklayers (1.4%), bakers (1.0%), and other industrial
 
occupations.
 

Regional variation in occupational multiplicity does occur.
 
Only 2 of every five entrepreneurs in Ocotepeque and Danlf have
 
a second occupation, as compared to 3 of every 5 in Olancho; Marcala
 
and Goascor~n lie between the two.
 

2. Motivation and Work Orientation
 

Entrepreneurs were asked to ennuerate their 
reasons for estab
lishing their shop. The most common reason named was to 
earn
 
a living (68 percent). Next in order of importance were a prefer
ence for self-employment (23 percent), the possession of experience

in the trade (23 percent), and a demand for industrial products

(23 percent). The small percentage who inherit a family business
 
(15 percent) is another indicator of the mobile nature of entrepre
nourialism. Prestige (6 pernent) is not 
an important motivation
 
for establishing a shop. 2/
 

A very -jignificant work ethic exists among entrepreneurs.

Some observers of rural society have noted a porvasive fatalism
 

1/ Ibid. 

3/ In this and other quostions, the totals add up to mora than 
100 percent-. This is because multiple responses wore per
mittad to some quoutions. 
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which reduces the motivation to entrepreneurial endeavor, but
 
only 8 percent of small industry owners attribute any importance
 
to luck as a success factor. Experience (34 percent), hard work
 
(20 percent), and training (18 percent) were named by entrepreneurs
 
as the principal factor contributing to entrepreneurial success.
 
Friendship or "connections" is considered the mo3t important success
 
factor by only 4 percent of entrepreneurs. A motivation to work
 
hard; to acquire training, and to gain experience is denoted by
 
the above data.
 

3. 	 "Modern" Administrative Practices
 

Most entrepreneurs do not follow "modern" administrative
 
methods in their industrial establishments. Only 14 percent keep

written records, and only 15 percent keep bank accounts. There
 
is some reqional differentiation in terms of possession and type

of bank accounts. Only 3.5 percent of Goascordn entrepreneurs

and 10 percent of Ocotepeque and Marcala entrepreneurs keep any

kind of account, as compared to 19 and 21 percent in Olancho and
 
Danlf, respectively. While 70 percent of those who keep bank
 
accounts have savings accounts, savings is more important in Danll
 
and Olancho (74 and 75 percent) than in Ocotepeque (55 percent)
 
or Marcala and Goascorln (60 percent).
 

The same regional differences obtain in the keeping of written
 
records. Indeed, the great similarity in these figures tends to
 
support the interpretation that banking and written records are
 
both manifestation of a more profound phenomenon that might be
 
called a "business" orientation in contradistinction to the "artisan,
 
orientation of most small enterprise. This is supported by the
 
fact that almost two thirds of those who keap no written records
 
perceive no need for them.
 

IV. 	 PROBLE9MS A1D PROBLEM AREAS IN SMJLL INDUSTRY 

Two problem areas which are amenable to preliminary analysis
 
and represent areas of potential intervention will be examined
 
here. The first is thi area of marketing-production linkages

and the second is constraints to expansion of production. In
 
addition, the entrepreneur's perception of his own problems w 11 
be explored at some longth. 

A. Marketinq-Production Plationsh.1p 

Most entrepreneurs prcdhce and noll their own goods. Eighty
oight percent of all entrepreneurs surv"yed rotail their goods
directly from their :shop/house. Only 5 porcent sell through local 
retailers and 3 percent through national private distributors; 
a mere I percent export their production out-of-country. l/ 

1/ 	 ThLs figurt, Is !onimwhat lo er than reality. tecatise of the 
political asnpcts of markotLnr across tht IA 0-5alvador border, 
it in probably (Iitorted in inforrants' accounts. 
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The predominant marketing-production relationship is production
 
on order, which characterizes 56 percent of firms. Thirty-eight
 
percent of entrepreneurs produce goods for retail sale without
 
specific orders or contracts; volume of production is based on
 
experience. Only 5 percent of firms produce goods by medium or
 
long term contracts with a buyer. The only regional variation
 
of any consequence is in Goascor~n, where half of all producers
 
retail their goods; thin is probably related to the nature of
 
the pottery industry, which is overrepresented in that region.
 

Very little credit is extended to customers-- 86 percent
 
of all entrepreneurs sell for cash on delivery only. This tends
 
to reduce the cash flow problems that the entrepreneur might expe
rience were he to extend credit to his customers.
 

Entrepreneurs spend on the average 2.1 days per week sell
ing their production. Thus, they are more accurately characterized
 
as small industrialist businessr.'n. C-inion as to the adequacy
 
of sales prices is split evenly -- 46 percent think prices are
 
adequate and 47 percent do not.
 

Eighty-eight percent of all entrepreneurs think that there
 
is a satisfactory demand situation, although this ranges from
 
a low of 76 percent in Ocotepequ,! through 83 percent in Goascorin
 
and above 90 percent in Marcala, Panlf and Olancho.
 

Demand considerations rank highest in the entrepreneurs' 
explanations of production trends fer their ,nterprises, both 
for the previous year and the last five yeirs. Tn relation to 
the past five-year period, approximately one-t!".rd of entrepreneurs 
state that their production ha.,; increased over the last five years: 
more than half of these attribute the increase to i:-provements
in the local ,conomy which have created a greater demand. Approx
imately 20 -. their
ercent of the entrepreneurs note a decline in 
enterprine <v'tr the same pericd; of those 24 percent attribute 
the decrease to ducreavcd demand and 20 percent to increa.ied conts. 

In relation to the 1977-1978 period, one-third o. I-he entrepre
ncurs note that the. r enterpri:ne has remained stable which is 
attributed mainly Io the situation of -hc local cconumy and local 
demand. 

It is noteworthy that the samo relationihip. ,btain for p|roduc
tion trends in thi nre i, rather th-in the 'ndividu.C rnterp: i ,. 
Though 75 percent f the entrepreneurs dc(.ined tc (,pine -n the 
Mattar, some bocnuse.t thre are no similar industr4:en In the aroa 
and others becau ,-, of a l.ck of knowl,,e!g(, tlhi -ItAtf. of the local 
economy is noted as the rtason for pr .duction t-.rndr; by 23.3 percent of 
4ll entrepreneurs, whther the trend has h-.en ,n, down, or stable. 

It is similarly instr):t; to note a re(lo.i! .,irlnation 
in the upward trend of production. Ocotopique ontreprn,,turs hava 
exporienced tho loast improv-.mant, while Marcalla ontreproeneurs 
havo axparienced the most i:mprovnmnt in tho 14t year. The local 

http:one-t!".rd
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economy in Ocotepeque in stagnant perhaps because of pnsodilc

M~arcala has experienced a r=ecent boom fromincreased coffee produc
tion and coffee prices and public development efforts. 

Since past production trends are related to local demand,
it is reasonable to assume that entrepreneurs are forecastin 
future Increased production on the same grounds. Approximately
43 percent of entrepreneurs have plans to Increase their production, 
though only 34 percent ofUhose who have plans to increase produc
titon have a definite percentage target in mind. The average increase 
in production targeted to 84 percent over present production.
Not surprisingly, given the nature of the small enterprises, only
21 percent of entrepreneurs who expect to increase the production
have conducted a feasibility study prior to plans for Increasingtheir production. 

Many entrepreneurs who plan an increase In production are 
relying on credit as the source of expanlon capital (38.7 percent
of enatreproneurs), However, a significant percentage (21 percent) 
are reinvesting thir own profits. Of entrepreneurs surveyed
9.5 percent will rely on family loans, and- 11.1 percent n loans 
from friends., 

3. Constraints to Zncreased Production 

* 

Entrepreneurs were asked to name the problems that they would 
encounter In attempts Ito increase their production. Less than. 
a third (31 percent) would havt problems of capital; equipment
and personnel, I6 percent each; raw materials, 11.6 percentl and 
iusufficient demand, 46 percent . 

Conversely, entrepreneurs who plan no increase In production 
were asked to state their reasons. ror every two entrepreneurs
who rate lack of funds or credit as the reason for havin no plans
to Increase production, there are three that list risk, demand,
technology# or labor factors as their constraints* 

C. Perceived Projblem In 8mall Zndustry 

A number of questions were directed to entrepreneurs in an 
attempt to shed light on their perception of problems that affect 
industrial performance. Some questions woer broad, open-ended#
exploratory in nature. Others required the entrepreneurs to choose 
between alternative responses. 

When asked to enumerate the problems that their firms face, 
most entrepreneurs (54.3 percent) named technological, raw material, 
or "sonne). problem. One-third (34 percent) have problems of 
eap!tal, A similar amount (30 percent) have no probems. 1/ 

I/ OQT s This adds up to more than 100 percent because entre
preneurs were allowed to enumerate ore than one problem, 

i , , #i* * 4 * ~ ... ' * ~ r* 

+ + ++ + +A + +' I I++" I ++ ;+ '++' 4 
+ 

+: + 
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1. 	 Shop and Equipment Conditions
 

When asked specifically 1f they considered their present
 
shop location to be adequate, 17 percent responded negatively.
 
There is some regional variation, with Marcala (31 percent) at
 
one end and Olancho at the other (14 percent). Most of those
 
who have location problems (60.7 percent) would prefer to be in
 
the center of town; this is probably due to the dual production
marketing nature of the enterprise. Thirty-eight percent of ent
 
preneurs have shops with inadequate space.
 

While only 3 percent of the entrepreneurs who have equipment
 
consider its capacity insufficient for present production, 75
 
percent consider it insufficient for increasea production. Judgments
 
as to the technical adequacy of equipment await further analysis
 
of the survey data.
 

2. -Raw Materials
 

Raw materials figure significantly in the problems mentioned 
by entrepreneurs and as a constraint to increased production. 
Almost half of the entrepreneurs experience some difficulty in 
obtaining raw materials quality being the most important, followed 
by scarcity, storage, distance and transport. Almost 70 mercent 
have to travel less than 12 miles to obtain raw materials, 21.8 
percent between 12 and 61 miles and 8.4 percent more than 122 
miles. One-third consider the quality of what they obtain to 
be average-to-poor. The above factors combirn, to affect firm 
production, as 38 percent of entrepreneurs lose one or more days 
per month due to lack of raw materials. 

While price problems do not figure significantly among those
 
mentioned (only 6 percent), there are some price constraints.
 
Forty-one percent of entrepreneurn find that raw materials are
 
less costly if purchased outside the local area, while 16 percent
 
get 
It 
ent

the same price and 19 
is instructive to note 
repreneurs do not have 

percent 
that a 
compara

get them 
sizeable 

chiaper locally. 
percentage (23.3) 

tive price information. 

I/ 
of 

3. Production 

Very few (3 percent) of industries have problems of production 
overstocks at present. And only eight percent fel that they 
generate such problems, were they to increase their production. 
Furthermore, only 57.7 percent of the entrepreneurs feel that 
current production levels meet local demand. Thi- loads to the 
conclusion that an important sector of the enrreprcn,-urs fol 
that production levels can ho Incrand. howver, a majority 

I/ 	 It is dif.-Icult to tell whther -ntroproneturs fjurnd 
in transport.ation costs when comparing local and non
local prican.
 

\I
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(63prcent) of entrepreneurs indicated that they would encounter 

Quality control of the production in not very widespread.
Only 38 percent of entrepreneurs have quality control measures#
There is some regional variation, however: 62 percent of Marcala 
entrepreneurs have quality control mechanisms, an compared to42 percent In Goascortn, 39 percent in anlit, and 32 percent in 
Olancho.
 

4. Labor,.
 

Zaterestngly enough, given the relatively high rates of

rural unemploymenat there appears to be a significant problem

In the local supply of labor. Forty percent of entrepreneurs
note problems In local supply. Zn addition to the problem of
availability of workers 36.8 percent of all entrepreneurs have
other difficulties In local contracting of labor. These &ae
In order of importances lack of resources (21 percent)o lackof trained workers (20 percent), and lack of worker interest (14
percent).
 

5. Management
 

itisdifficult to obtain an assessment of management problefrom small entrepreneurs directly# am they are probably unaware
oCcertainf types of management problems. However, one Indicator
of .managementproblems is relatively stralghtforward, and that
Is the existence of a work plan. Two-thirds of the entrepreneurs
do not formulate a work plan. Twenty-two percent,formulate plans
on a daily bais, and twelve percent on a weekly basis or longer
period of time. This low Incidence of planning is another, ini
cator of the artisanal rather than industrial mode of production. 
V. IUWARV Or PRODLRMB 

A numberof 'thephenomena noted above Indicate general problemareas in small enterprise * The lack of written kecords, and ofdefinite work plans seems to verify one of the hypotheses of theSierra Leane study, I*e., that managemn problemi are paramount
In small industry The lack of knowledge of product makeat opportunitles, epecially outside the local area, Indicates that arketingskills are one problm area In enrISe manageent skills,
The lack of knowoledge-of raw material supply and of,quality controlmechanisms is Indicative of poor managemnt skillsyim

Forty-two percent of V entrepreneurs would encounter technologicalproblems were they to increase heir produaton. Capital problemsare consistently ranked relatively low (24.2 percent; by entrepre
neursg given the tendency, documented in the Sierra Uone study
for entrepreneurs to overestimate capital problems, this indicates
that capital problem are not permanent, 

The existence of excess capacity, expressed in terms of man
hours and equipment capacity, in the face of unfulfilled demand
situations similarly reflects a lack of aggressive managementskills. 
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The overall situatioh of small enterprises seem to confirm
the salient findings of the Sierra Leone study, i.e., 
that manage-.

ment, marketing, and technology skills are more problematic in
small industry than is the lack of capital. This is further con

firmed when it is examined in the light of present sources of
capital, which are primarily reinvestment of entrepreneurial earn
ings. Thus, large infusions of capital would be neither of first
necessity nor desirable in attempts to assist Honduran rural entre
preneurs.
 



r__ _ _ _JT OF COSTS P IICSTITVTI N IT T[AR ($o00__ 

I _ 

T 3a MS 
3 _ _ 

_ 

_ _ _ _ 

Tota 
_ _ 

At: ( AIO1 AID Gom AID coil AID GO .41 G30I 

flTAstr at oat&"% Lt .4.cu (11 11.010{ .S) 256.5 E 13 2sI.1 231.3 94.0 411.0 4.0 431.7 695.6 1,154.8 
SUSIZV 7 It i4-4,= 7k. 8 0 254.4 27. 245.3 52.9 80.8 128.2 77.6 137.2 737.9 345.9 

u 4 ju 14,3 5.2 64.4 1313.1 603.6 571.4 -365.4 659.1 998.7 1547.7 1174.0 74)6.5 3,06j1 

IMS) 1465.0 t,4.4 1924.1 712.0 2_f, i UL10 7 Q 1742.9 3930.0 5,106.8 

ft a,,., CeAm "%a from .wrat 11iF farwr tcbmlo1l Pruject ()123) 

-JtQ 

H 

I 



aJUDL[T SwsIAl fUSS 000) 

1 2 
T I A A 

34S 
S 

Total 

AID Qa" AID G AID GO AID Gat AID GCO AID Cal 

e.sON,,*. uz: | (7Z .6)tatasCZ.IJ)-'.6 59.3 Zat.6 165.6 14.0 3'11.1 S4.0 369.3 519.2 949. 
alrsatI. (31.4) (1i.5) S4.5 ZI.S 3.S 11.7 Z.0 59.9 2.0 62.4 62.4 205.5 
lraI.2g (Z| (0) p:.0) 0 31.0 38.0 u 38.0 0 114.0 0 

tnAL e tlaS.o) (81.S) 256.5 80.8 251.1 231.3 54.0 411.0 94.0 431.7 695.6 1154.E 

:4
b-I0~1
 



-I. 
' 

~~Pal3of3 

•
 

g I 
.. 

. 
A

Z
 

o
E

X
 

4 
4 

. a 

_
"
.
 

1+44 

4 4 

, 
/
"
 

4 

-
em

 1 
331 

0
 

"
 

.4 
4* 

C
 

4
 

4 
I
 

I~a. 
IU

 

-at45 



wTi~v a ! HIISTlT OF RATAL RESO S 

T 

- D[VILOPMIEUT A A APTATION 

E A it S 

POGRAM (CC)mAyAUA) ($000) Page 2 

I T E 

i1 CO P" iTIE $ 

AID GCM AID 
2 

GU AID G01 AID 
4 

GOI AID GOII 

Total 

AiD GC14 

a t1rials f ,

office 16;lA s 

1.";,,Is s mw. tcs tt :g
C.., I 1t 

c. FrLtzrt.es far tesLs. 
,:rAft a 2a,41s etL. 

. ee1lies (8) 

(70. CJ 

(3.5) 

(is.cj 

(43.C) 

(:2.0) 

5.s) 

(41.1) 

5.6 

2.8 

17.0 

2.4 

1.2 

6.0 

-0-

-0-

-0-

8.0 

4.0 

75.O 

-0-. 

-0-

-0-

9.0 

3.0 

25.0 

-0-

-0-

-0-

10.0 

2.0 

25.0 

5.6 

2. 

17.0 

29.4 

10.2 
. 

81.0 

IT. 

e 

Si2-T:AL. (C-

012*4.CC T 

itles) 

( 5.(is.0) 

(231.5) 

-0-

(72.6) 

10.0 

35.4 
-

-0-

9.6 
. 

-0-

-G-
, 

11.0 

48.0 

-0-

-0-

12.0 

49.0 

-0-

-0-

13.0 

,5.0 

10.0 

35.4 

6.0 

156.6 

A- 'z- trcts: cAtractiaa 
4f d.tA FrI
st= g. 1;< 1:.-C-. 

I 

rmlsjs 

i.C."*trittza of tcls. 
suckloci-y 404 Ct<Vumwa- fiel* ?tru".Cl 

- Per Dt,, 

C. 1.z.11 FArwzr Suvyt 

(9o.-) 

(19.Z) 

4g41.01 

(s. of 

(1.3. 

-0-

-0-

-0-

-0-

(211) 

(62.0) 

16.0 

-0-

-0-

-0-

-0-

23.2 

82.0 

-0--0-

17.6 

-0-

-0-

-0-

-0-

-0-

19.4 

25.5 

82.0 

-0-

-0-

-0-

21.3 

28.1 
82.0 

-0-: 

-0-

23.2 

80.0 

82.0 

-0-

74.3 

53. 

164.0 

-0

44. En 
0 

a 
H 

hj 

'-4 



OTIT I VISTII OF KATIMAL RLSOU - DEV[LOiKI( AND ADAPTATION PRGRAM (COIATA.ZA) (5000) Pag 3 

T E A R S Total 
1 2 3 4 5 

I TE N AID GOH AIDG l AID G02l ID 601 A3 001AID AID 

0. TVcl-l lasura e (6.7) -0- -0- 5.1 -0- 4.1 -0- 3.3 -0- 2.6 -0- 15.1
 

S15-TOTAL (Ot~r Costs) (ZS1.S) -0- (1031) 21.1 105.2 21.7 -0-. 130.2 -0- j 134.0 105.2 1307.0
 

1S-TOTAL (0 a A hg ) (7Z2.4) (72.6) 201.6 59.3 209.6 169.6 54.0 351.1 54.0 369.3 519.2 949.3 

:Ln
 
0 H 

I 
3 .w ti 

http:COIATA.ZA


CATUTIf I IV0SMTI0I SISTER - NO - C ATAOu4 (000) Pag 1 

ITEH 
______________ AID 

1 
Gom AID 

2 
T 

GON 

E A 

AID 

R S 

3 
jGOeI AID GHAID 

5 

GOes 

T a taI 
Tot 

AM 62I1 

i. PE~owa. Cigmmcat Sw 

2. 

b. LitwarI -
c. ecrtary 

Ottcr DIrect Pe 

a. l aerl 

b. La"I Travel 

slof*l 

Travel 

(24.0) 
( 5.0) 
(5.0) 

(1.0) 

.s) 

-0-
-0-
-0-

(2.0) 

-0-

25.7 
-0-

-0-

1.0 

.s 

-0-
6.0 
6.0 

2.0 

-0-

-0-
-0-
-0-

1.0 

1.5 

27.5 
6.6 
6.6 

2.0 

-0-

--
4-
-a-

1.0 

-0-

29.4 
7.0 
-0-

2.0 

1.5 

-0-
-0-

-0-

1.0 

-0-

31.5 
7.4 

-0-

2.0 

1.5 

25.7 
-0-
--

4.0 

3.0 

E8.4 
27.0 
12.6 

8.0 

3.0 

( e-s.mei) 

Ii. TtCauItA. AS.SI !AmlCE 
- |atacw~tiomSrstml 

S gilIlst 
II. TLAIIIUGf j I 

II cI.I MIKIZ2.0 

CU.5) 

(2S.O) 

) 

(2SM-TGTAL(2.0) 21.2 
- -

-0- S.0 

- 2.0 

14.0 
-

-0-

-0-

2. 

-0-

1.0 

42.7 

-0-

0-

1.0 
-.-

-0-

1.0 

39.9 

-0-

-0-

. 

1.0 

-0-

1.0 

42.4 

-0-

-0-

32.7 
-

5.0 

S.O 

U9.0 

-0-

L -0-

Iv. OTE( CasTsA.Wi~sltios "d DlsI&-
InatiJa Qf 1afmrmetin 

.(7-0 
(11.1) (3.9) 

(30) 
12.1 
7.0 

4.5 
3.0 

-0-
-0-

11.0 
3.0 

-0-
-0-

12 0 
8.0 

-0-
-0-

12.0 
8.0 

12.7 
1.0 

39.5 
27.n 

US-tOTAZ. (Otbf Cats Lit-.1I (6.9) 19.7 735 -0- 19.0 4.. 70.0 ____-0 20.0 19.7 166.S 
_- _ __L(information) (81.6)[(8.9) 54.9 21.5 3.5 . I 2.0 59.9 2.0 62.4 62.4 •405.S 

o 

.,-a 0 



WMI 3 - RIIST OF MTLN IESamO.S - TRAIMUZ 
I E A It S 

I TE_ 
 ! 2 TEt -3 4 

amAI AID 60k AID AID =GA GO" I 

Small Farmer Training - (0.4 -0- 38.0 -0- 38.0 -0- 38.0 -0- 114.0 -0

0M 

6H 



AID 

__ _ _ 

S 

_TI_____ 

AID 

2 

UUD[T SWiAT 

C A * 

GM1 AID 

Ss 

001 AID 

(USS 

. 

000) 

AID GO" 

ataITota1 

AID Ga, 

Policy Asalysis Vaft 

Saall Idgstr7 AdvisoryOffice 

0 

0 0 

0 135.5 

32.0 

14.3 

7.0 

11. 5 

2,.1 

30.8 

10.3 

17.S 

2.0 

50.3 

31.5 

10.0 

2.0 

54.9 

31.6 

291.5 

64.1 

150.3 

80.8 

Fir grl CargiaagIaa 79.8 0 h.9 6.3 81.7 11.8 61.3 46.4 6S.6 S0.? 382.3 115.2 

7otaI79.8 0 - k54.4 27.6 245.3 .52.9 80.8 lz.z 77.6 137.2 737.9 345.91 W 

0 

En 
i~nH 

L 
- 1-4U 

.,N 
H 



WTUTU5 • 0HE-POLICY MDYTIS twiT (Pa00) Iag.1 

TER 
AID 

I 

GON AID 

2 

T 

GO" 

E A 

pr 

A 

3 

S 

GON AID 

4 
...... 

GOH 

1 

AID WI 

To€t8aI 
TAI 

A13 
W 
Cat 

I. f'k5t.L 

1.SalIaries (First ye" w) 
a. 1 C11lf (Cc init 

l. I Iamestrta1 
[Ic i.alst 

C. Techtkiama 
(Sr.ry¢,$ ad field 
Ia3 'atloe) 

4. 1 S4.-eart r 

-0-

-0-

. -0-

-0-

16.0 

12.0 

-0-

-0-

-0-

'0-

3.0 

3.0' 

17.0 

-0-

-D-

-0-

-0-

12.1 

.3.2 

3.2 

-0-

-0.0 

-0-

-0-

18.0 

13.7 

3.4 

3.4 

-0-

-0-

--

-0-

19.0 

14.7 

3.6 

3.8 

33.0 

12.0 

0 

0 

37.0 

41.2 

13.2 

13.2 

L 01r.Ir Dtr,.ct Persoomel 

- lataerutiJu Trael 
Internatioa 1 

- TrSV! &adertdm 
- Local Trave1 

Per low 

sTMIAL (PerstOml) 

0 

-0-

0 

0.5 

2.0 

30.5 

O.S 

-0-

89 

0.5 

2.0 

19.5 

0.3 

-0-

19.5 

. 

-0-

.5 

0.3 

2.0 

40.5 

-0-

-0-

-0-

-0-

-,.S 

43.4 I 

1.5 

4.01 

50.5 

1.1 

4.5 

110.2 

It. r[DSI. 

1. ic 

ASSISITX[ 

,8 ePticy Amalyst 

a. 

b. 

Fiscal IKlaaltits (2 m7) 

I ~la1i~s I& LaS-
Law. Ism*astrialI 
(f on) 1 

-0-

-0-

83.0 

10 

-

4-

8 

?n 

-0- -0-

10.o0 

-0-

-0-

-0- -0-

.i1 

160.0 -0

%a. 

USITAL Mc.A. Asssam - 1 90 -0- 100 -D- 10.0 10- 0 I210.0 -0 

0 
l.-

I-
IT. 
*-4 



AID 

RIXSTJT1Of 

1 

Go" 

EC Oi 

AID 

- POLICT ANTSIS IMIT 

E A a 
3 

GOM AID 

SI 

Co AID 

(0O0O) 

4 

GoJ AID 

Paqe 

G04 

2 

AID 

ta 

C

1 112 u/jtar%(sbort
term traals.) 

SO-10TAL (Trainta* ) 

-0-

-0-

5.0 

5.0 

-0-

-0-

5.0 

5.0 

-0-

*G- 5.0 -0-

-0-

-0-

-0-

.0-

15.0 

15.0 

-O

-0-

L.OT La C.TrS 

. III1 - r . tr 

rr~lCatacl CAtartist.| ip CIa1 

st&,SIts). 

b. Office Cqi
€.S.~lsitrl$--

SOM TOTAL {Othe casts) 

-0- --

--

-0-

4.0 

5.0 
1.0 

10.0 

6.0 

0.3 
l.S 

7.d 

4.0 

-0. 
-C-

4.0 

10.0 

0.3 
1.0 

11.3 J 

2.0 

-0-
-0= 

8.0 

0.5 
1.0 

95 

-0-

.0-
-0 = 

-5_. 

10.0 10 .0 

0.5 5.0 
1.0 1.0 

1.1, 16.0 
1t 

34.0 

1.6 
4.6 

40.1 

• 

TOTAUL{h|tc ,rAllsts "-t) -0- -0- 135.5 I.3 128.5 30.8 17.5 =60_- 10.0 54.9 291.5 1150.3 X 

0 
-

w, 

h
14
t'l 



oum b:o- bage I ot 1 SIALL 

T 

IISTRT ADVISOY 

[ A I 

OFiC, 

S 

- NO(SS 000) 

1- fl t 

AID__ __ _AID GO AID I GI AID GOH AID GO AID sm 

1. Salaries aw Iwtlts 

a. Specialist In small
I1.try dev 

b. SecreLaries 

2. Other Direct Persoemel Cos 

a. Ictervatt"lo Travel 

b. to"]1 Travel ad PerDies, 

SW-OTAL (Persoamel) 

-0-

-0-

-0-

.0-

-0-

1. 

-0-

.S 

.3 

-s. 

-0-

1.0 

.5 

-0-

S.S 

17.0 

-0-

2.5 

-0-

19.5 

0 

5.3 

2.5 

1.0 

8.8 

-0-

-0-

-0-

-0-

-(.-

18.3 

5.7 

5.0 

1.0 

300 

-0-

-0-

-0-

-0-

-0-

19.6 

6.0 

3.0 

1.5 

30.1 

33.0 

0 

3.0 

.3 

36.3 

37.9 

22.0 

11.0 

3.5 

74.4 

If. 

111. 

T(OUICAL AS.SISTANC[ 
Industrlal deelmemt 

TIIigE 

a t -em- .? - 6.i - -0- -0- -0- -0- 19.8 -.0

Seat-ars. etc. 

II1.C IM 9W IT IE S 

.-0. 2.0 -0- 2.0 -0-
:" 

2.0 -0-
-

2.0 -0-- -' 8.08 . -0. 

[quIp-at &Wdfra~lrtu -0- -0- 0.5 0.5 -0- 0.5 -0- 0.5 Q. 2.0 

T. Others 

TOTAL I 
Vros--

m-- stryA-ilsory: -o-' 
-0-

..z.o 
1.0 
l.a 

-0-
28.1 

1.0 
, 

--
0 

1.0 
32.0 

-0-
2.0 

1.0 
31.6 

0 
64.1_ 

6. 
.0. 

- - -

0 con~Cj 

.In 



ITPUT I 10 jPage I of 1) 

IT_ 

1. nELSOIEuL 

A. Salaries 
1. Proram Coordimator 

2. Secretary 

3. Program Coordltator 
(AID) 

A. Other Direct PerAtl 
Cci t s 
1. Travel 
2. Per Dia 

Sub loral (Personnel) 

AID 

20.0 

3.6 

50.0 

1.0 

3.0 

77.6 

GO1 

-0-

-0-

-0-

-0-

-0-

-0-

AID 

29.4 

-0-

53.5 

1.0 

3.0 

6.9 

PIGR 

I_ 

1 

-0-

5.3 

-0-

-0-

-0-

6.3 

C00fIMATION 

E A R S 

3 
AID G01 

31.4 -0-

-0- 5.7 

57.3 -G-

-0- I.S 
-0- 4.0 

88.7 11.2 

_ _ _ _4 
AID 

-0-

-0-

61.3 

-0-

-0-

61.3 

GOt 

33.7 

6.1 

-0-

1.5 

4.5 

45.8 

_ _ 

AID 

-0-

-0-

65.6 

-0-

-0-

65.6 

50 

Go" 

36.0 

6.5 

-0-

2.0 

5.5 

50.0 

AID 

80.8 

3.6 

287.7 

2.0 

6.0 

30.1 

CAN 

69.7 

23.6 

-0

5.0 

14.0 

12.3 

II. COMMODITIES 
A. SuppiIes al IMterials 
I. Equimt and Furaiture 

S.b Total (Comoditles) 

.5 

1.7 

2.2 

-0-

-0-

-0-

-0-

-0-

-0-

.5 

.5 

1.0 

-0-

-0-

-0-

.6 

-0-

.6 

-0-

-0-

-0-

.G 

-0-

- .6 

-0-

-0-

-0-

.7 

-0-

.7 

.5 

1.7 

2.2 

2.4 

.5 

2.9 

T0UL (PrormCoordmatim) 79.3 -0- 36.1 6.3 88.7 1.i1.8 61.3 46.4 45.6 50.7 382.3 115.2 

0O 
tb 

0-4
h 
H-

MC 



11.9. local ) 

Program NMaagement (10) 

Program Services (2) 

Iaforeat Iom Cacter() 

Studies Olvison () 

Traimlng IFOP (3) 

Masta lesources (6) 

AID 

143.5 

339.4 

68.2 

508.6 

82.4 

6.3 

COT* 

I 1 

GO 

13.8 

16.5 

6.6 

10.7 

1.2 

0 

I 

BUDGET SUNRAIY (US$ 000) 

___ A ItS _________ 

2 _ E A 3 4 
AID10 AID IG1 AID GON 

118.8 I93.1 109.9 115.7 65.4 *149. 2 

359.6 188.0 310.1 255.4 231.4 349.1 

80.8 53.6 77.1 58.8 45.3 95.3 

204.3 82.4 114.4 86.3 69.4 93.8 

29.2 27.1 32.8 29.S 0 13.0 

22.3 ..0 139.3 1.0 36.2 14.9 

AID 

69.8 

128.9 

46.8 

74.9 

0 

5.0 

__ 

S 

G01I 

IS8.2 

411.0 

101.3 

102.5 

77.4 

42.5 

Total 
T ota 

AID GO" 

507.4 530 

1369.4 1220 0 

318.2 315.6 

971.8 375.7 

144.4 208.8 

209.1 71.4 

$sall Eterprise 

Developmeat Fund (4) 

Appropriate Tockselogle 

Ovelopment. Adaptatlon 
and Dissemiatioa Fund 

10.0 

150.0 

110.0 

275.0 125.0 

160.0 

525.0 

"-" 

175.0 

SO.0 

775.0 175.0 

370.0 

775.0 225 0 

1.00-°i 

,500 

" 

700.0-

Central lask 

DUA 

0 

96.8 

0 

15.6 

32.7 

80.4 

0 

26.5 

Z0.2 

82.6 

9.0 

28.7 

1.0 

85.4 

16.9 

31.s 

1.0 

76.3 

18.2 

31.9 

54.9 

421.5 

.44.1 

14o.s 

Tot Is... 405.2, 64.4 1313.1 603.6 1571.4 765.41659.1 998.7 1547.7,1174.o 7496.5 3606.1 
I.a MI-

I-

Q T 



F 90 
Cal r mA 

T 

A V 

E 

(u 

A 

o) 

t S 

Pogoe I f 3 

I. Kr r 

AID AID AID G 

----- -

AID W" AID GCM 

1. Salrln 
.. l~rII 'I, gt9r 

Of fIcer 

C . Tr alsiag a M rol,tt 4
timil LIatia Officer 

d. Av-jrpr i& TtcumcogyCeasts Officer 

C. Pr ewartXC04tr-ct1eft|cr 
f. kc~odata't (2) 
I. MA.SISIratte Cfficer 

1.1I19641 Sei raLar 7 

Itoftts 

13.5 

-0 

9.0 

-0-

3.0 
7.1 

2.7 
3.4 

7.4 

-0-

-0-

-0-

-0-

-0-

-0-

-0-

-0. 

-0-

19.8 

IZ.O 

13.2 

0 

10.0 
0-

-0-

-0-

9.0 

-.0 

-0-

-0-

10.0 

-0-
6.7 

5.9 
4.1 

5.5 

21.8 

13.2 

14.5 

0 

10.6 
-0-

-0-

-0-

9.0 

-0-

-

-0-

10.6 

-1-
9.7 

6.S 
5.4 

6.7 

24.0 

S4. 

15.9 

-0-
-0-

-0-

-0-

-0-

-0-

-

-0-

.5 

11.5 
10.7 . 

7.2 
6.0 

37.1 

ZE.4 

15.9 

17.5 

-0--

-0-
0 

-0-

-0-

-0-

-0-

-5.6 

-0-

13. 

13.0 
31.7 

7.9 

6.6 

18.6 

105.5 

-0 

10.

00 

23.6 
Z.1 

2.1 

3.4 

21.4 

-

- -

45.1 

24.5 

38.5 

21.5 
72.9 

45.9 

Z. Other Cirect PertaoelC, s-0-

a. mat,,oa.al Travel 
b. toal Per tm 

c. L0.l4Travel 
. other C-i&ts 

So&-Tatl (petrs&"l) 

1.5 

o.. 
0.2 

44.Z 

-0-

-0-

-0-

-0-

- -

-0-

1.0 
3.8 

0.8 
07 

69.8 

-0-

-0-
-0-

-0-

0-

33.0 

"-0-

2.0 
3.8 

0.8 

0.2 

75.9 

-

1.0 
--

-0-

0-

39.9 

-0-

0-

-0-

-0-

55.4 

"-0-

3.0 
3.6 

0.8 

0.2 

71.8 

-0-

-0-
-0-

-0-

0O 

51.8 

0-

4.0 
3.8 

0.6 
0.2 

79.6 

-'0

5.0 
9.1 

7.0 
0.6 

305.1 

3.0 
7.6 

1.6 

0.4 

224.1 

ii' 

-

• 
 t.d 1-4c

0 

o3
 



cam to 

11. TTO"IC.AL A4$1STU= 

a. PrZJeCt PA%'d*Wt 

AID 

___2 

1 

CO 

- AID 

T____y 

__ 

GOH 

(US 000) 

A R $I S 

_ _ 

AID ____ 

(Page 2 of 

______ 

__ 

AID 

3) 

_ 

G 

_ 

______Total 

_ _-

AID GOH AID- GOI 

Ss~l'-Tc*"l (Techutca1 
AIIILAC) 40.0 -0. -0 -0- -0-C-

____ 

-0- -0- -0- -0- 40.0 -0

a. 

. 

S.crt- Tera 

a Per Cten 

i,-Tzj.I (trat 

ratattg 

Iqi) 

S.0 

:0-

5.0 

-0-

3.5 

1T 

10.0 

-0-

%. 

-0-

3.5 

10.0 

-0.-

-0-

4.2 

10.0 

-0-

1...6. 

-0-

4.? 

4.2 

10.0 

-0-

T.0 

.0-

4.? 

4.2 

45.0 

-0, 

4. 

-0

20.0 

.0 

IV. CDW= TI(S 
a. 5..plIgs aJPUtertals 
b. t ,ursI a& F6-m.IL;r 

C. vetcles (ZI 

3.5 
5.6 

15.0 

1.5 
2.4 

-0-

-L-

-0-

-0-

7.0 
3.0 

-

-C-

-0-

-0-

7.S 

2.0 

-0-

-0-

-0-

-0-

9.0 

-0-

-0-

-0-

-0-

--

9.0 

.0-
-0-

3.5 

5.A 

11.0 

34.0 

7.4 

-0

cv -les 

I,.-,I(C(t 1:tes)t.I 

5.0 -0-

3's 

0 

0 

6.0 

16.0 

-0-

-0-

6.O 

iss 

-D.-

-

7.0 

I.0 

-G.-

-0-

Y.0 

1.o 

5.0 

30. , 

26.0 

67.4 

. 

-

LRCn 

H
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OTMUT n 

ITfM 

IcefIts 

AI 

22.6 

GA0 

PRGRAN 

AID 

44.4 

SERVICE DIVISION 

_ E A 

01H AID 

55.3. 

- COI 

t S 

3 
GO" AID GOl 

60.7 

Page 2 of 3 

AID GO 

68.1 

Tota 

AID 

122.3 

I 

GOH 

28.2 

2. CLter Direct Persomwl
Costs 

a. latermat!o"al Traas 

Per Dimc 
VS$ 50-30 das) 

b. Local Travel 

Local Per Diem 

t 2.0 

1.5 
5.1 

7.3 

2.0 4.0 

1.5 
1.8 

19.Q 

. 4.0 4.0 

1.5 
2.2 

22.9 

4.0 4.0 

1.5 

4.0 

2.2 

24.5 

4.0 

1.5 

4.0 

2.3 

24.5 

18.0 

7.5 
10.1 

49.2 

18.0 

4.5 

49.0 

c. OLber Costs 0.4 1.6 0.5 0.6 0.8 1.6 1.4 

Sub-TOtl (Pcrsomurl) T 1Bf97.6 116.9 195.1 182.2 131.4 291.3 108.9 354.1 761.9 946.5 

II. TECHNICAL ASSISTMCE 
a. Traintfog Contract 

(5 ais) 40.0 0.0 70.0 

b. Expert In F-astbilityS" Ies (6 a/&: 20.0 is 0 35.0 

c. Expert in 
Marketing (12 .D)) 

d. Short term 

technkal rxisult 
Sub-Tatal (Technical 

Assistantc) 

-

12.4 

: 
82 

: 
-0-

12.) 

7DO . -7.0-26 

132. 0__ --0-

70,0 

85 -0-

70.0 

70.0 -0-

20.0 

20.0 -0-

24.0 

389.0 00-

s 

60 

-

s_ 
ft1 

C 

(f 

H
Mq 



T1T a 

1EI2 

PRGRAM SEhYICE DIVISION -

V E A A 

COI 

S 

Page 3 of 3 

Total 

ITE_ AID 6011 AID 601 AID GO AID 601 AID GO" AID GCH 

Ill. TAIIN 

Trailn (Short Term) 

Sub-Total (Training) "- 0. 

30.0 30.0 

_3.___3_,_30.____ 

30.0 

_0__ 

100.0 

IV. COK40OITIES 
a. Supplies & Materials 

b. Equi ment and Furniture 

c. Vehicles (9) 

d. Iaint. and Consum. 

2.1 

8.4 

72.0 

15.8 

0.9 

3.6 

10.0 

5.0 

12,7 

32.1 

5.5 

16.2 

32.1 

4.0 

3.7 

32.1 

4.0 

3.7 

32.1 

2.1 

8.4 

72.0 

15.8 

19.4 

39.9 

138.4 

Sub-Totl (Comdlties) 0 _ _49.K_ 53.8 39.8 39.8 - 8.3--197.2.. 

V. OTHER COSTS 

a. Rs t of Zonal and Field 
Off 4.1 7.2 7.5 7.8 8.2 4.1 30.7 

b. Utilities per Office 
(4 zonal & 6 field) 0.8 1.3 1.4 1.4 1.5 0.8 5.6 

c. Telephone and 
Cowrnicalions 

d. Vehicle Insurance 

Sub-Totli (Other Costs) 

0.9 

14.4 

1.3 

11.5 

1.3 

9.2 
941. 

1.4 

7.4 

1.5 

5.9 
71 

0.9 

14.4 
Z 

5.5 

34.0 
b8o t022.C 

TOTAL SERVICE DIVISION 339.9 16.5 359.6 188.0 310.1 255.4 231.4 349.1 128.9 411.0 1369.4 1220.0 

0 

tt 
w-. 
-4 

I.0. 

t 
t 



.iUr 0 1 C1 INFORMATION CENTER (US$ 000) (Page Iof 2) 

I T E X 

. PERSORKL 

1. Salaries 
a. Chief Tech. Inf. Center 

b. Tech. Into. Specialist 

c. Tech. Info. Specialist 

d. Technical Writer 

e. Translater 

f. Docmtentllst 

g. liltagual Sec. (2) 

Beefit$ 

AID 

6.0 

4.5 

-

-

4.5 

7.5 

2.3 

6.1 

1 

CON 

-0-

-0-

-0-

-0-

-0-

-0-

-0-

-0-

__ _ 

AID 

13.2 

9.9 

9.0 

9.0 

8.9 

Y 
2 

iOH 

9.9 

8.6 

9.4 

4.0 

C A 
E A 

AID 

14.5 

10.8 

9.9 

9.9 

-0-

-0-

-0-

8.0 

R 
3 

S 

GO 

10.8 

9.4 

10.4 

6 

AID 

15.9 

12.0 

10.8 

-0-

4 

GO1 

10.8 

12.0 

10.4 

11.4 

15.3 

AID 

17.6 

13.2 

12.0 

GH 

12.0 

13.2 

11.4 

12.5 

16.5 

Total 

AID 

67.2 

50.4 

41.7 

18.9 

4.5 

7.8 

2.3 

23.0 

CON 

-0

-0

-0

22.8 

35.9 

39.8 

43.7 

41.8 

2. Other Direct Person-Cost 
!Internat'l Travel &Per OitaSubTotna l TPrsa l ) -O- -0-

ILL..____ 

4.0 

.54. 
2.0 

3. 
5.8 

8. 
2.0 

... 
-0-

iT 
3.0 

~ 
-0- 3.0 9.8 J0 -6.I 

T 2 6 
10.0 

0~ 

Ii. TECHN:CAL ASSISTANCE 
a- Planning and Set upaystm r 8.0 -0- 6.8 -0- 3.0 -0- 2.5 -0- 4.0 -0- 24.3 -0

Sub-Total (Tech. Asslsz.) 8.fL.. - .8. -- -- - -- T3 -

Il." (11 

o 
bH 

t 

hJ 

P 

)W 



wIq I CU INFOMATION CENlE (US$ 000) (Page 2 of 2) 
T' E A R S 

AID_. GO AID___ r G...... AID GOI AI 01 AID O AIDT-'- GM 
111. TUIlIaG 

a. Local Training 

b. Intersat'l Travel APer Diem 

Sut-Toul (Traing) 

4.0 

1.0 

-___5.0--

,0 

1.0 

-T -

2.0 

1.0 

-

0 
1.0 

T5 

3.0 

1.5 

T 

1.0 

1.0 
3.0 

11 

T. 

1.5 
I.S 

-0-
-0-

-

1.0 
25 

-3.5 

12.0 
4.6 

-. 

3.S 
7.0 

6 

Iv.COMODITI[S 

a. sk1i1ts and [quipeat 13.0 5.6 0 18.1 -0- 12.2 -0- 12.8 -0-. 13.2 13.0 62.5 

-ubTct~l(Cmmaii. 
1 13.0 T 1.. -0. F -2T -0.-~1. 

V. GT01 COSTS 

(Pare1) 

b. lato. qutsitloa 

1.0 

,10.0 

-0-

-0-

1.0 

16.0 

-0-

-0-

0.7 

10.0 

-0-

6.0 

-0-

-0-

0.6 

16.0 

-0-

-0-

-0-

16.0 

2.7 

36.0 

0.6 

38.0 

Sub-Tau) (Other Costs t. 10.17.9 - -10.- -6 :6.6 - -6.0- 38.C- 38.67 

TOTL IVOifATION C.682 8 Q 53.6 77. I 8 95a- 4fiJ 1Q13 3R2- 315.6 

0 i 

-



OITNII II3STWIES 
OiviSion - Ii (5000) Page I at 3 

___ __ 
T E A I S 4 

1 
T o 

^ 
taI 

a 
AID CON AID GON AID CON AID ' OH AID Ca4 AID CON 

i. PifRCuIt 

1. Salaries andSl fits a. ChIef Stwd/ Divsl$16g 
b. Sociologist 

C. ':r ,oogst 
d. £Lc-,,,l 
a. field Aalyts (4) 
. Secretaries (2) 

,. DI.rs (2) 

Ameft:s 

2. OtberOlrtcgP"rla4I 

15.0 

9.0 

9.0 
9.0 

--

9.0 

3.6 

11.0 

-0-

-0-

-0-

-a-

-0-

--

-0-

--

16.5 

13.2 

13.2 
13.2 
-0-

-0-

.0-

9.0 

-0-
-0-

.0-

-0-
26.4 

2. 

3.9 

9.0 

18.1 

14:5 
-0-

-0-

-0-

9.0 

-0-

-0-
--

2.0 

1i.3 

4.4 

9.0 

1 

1 

20.0 

. -0 

15.9 
15.9 
-0-

-0-

-0-

9.5 

-0-

-0--a 

-0-
-0-

32.0 

12.o 

4.8 

9.5 

22.0 

-0-

11.50 
17.5 
-0-

-0- I 

-0-

100 

-0-

-0-

-0-

35.2 

13.2 

-5.3 

10.0 

91.6 
2S.8 

70.1 
70.1 
-

9.0 

3.6 

49.4 

-0

-0, 

-0
-

1122.6 

I " 

18.4 

37.5 

Losts 
a. Iat-.tilm.- Transpor 
b. P:r Diem . (16b. rs/-tar) 

C. LocalI Trausport 
S. ,, £,,It, 

a. Local Per De 

SUBTOTAL (PtrucrA ) 

1.0 
O.20.. 

0.3 
4.0 
3.i 

80.3 

-0-

-0-

-0-

-0.-

-0-

-0-

1.1 

1.7 

-0-
6.6 

75.3 

1.0 
_oS 

1.7 
-0--

5.0 

57.4 

1.2 

0.8 

0 
-0-

5.5 

68.9 

1.S 

L.0 

1. 

+ 

62.4 

1.3 
1 

0.6 

--
-0 

-0-

fA.4 

II 
-0-
-O- I 
-0-

,. 4-
- -0-

10.1 -0_ 

70.0 61.9 

3.0 . 
!.0 

1 

-0-

10.1 

79.6 

4.6 . 
3.2 

.8 
4.0 

20.2 

355.8 

5.5 . 
?.S 

6.8 
-

30.2 

269.4 

II. T MOuICALASSISTAm a.lgal Sociologist-" 
' UJLthroulogl t 50.0 4- 50.0 -0- - -- -0 - -- -

_Oa 
-0- 100.0 -0

;P,,

1-k Ml
O-i3
 



--

--

OIPUT I a 

ITEM 

b. 	 Social Scientist (Cm00
walcAtia Export14 M) 

c. 	 Soclo-econamlc Rserm
and Survtj Design As-ststamre 12 W.) 

d. Short Term Specialist
()Wae) 

RA TOTM. (Teh. As.istanca) 

Il. TUIlMG 

- SJrt Term 

11. COMMrMITIlls
 

a. 	 SwPolies and Mqteruals 
b. 	 [quiAftAt &Ad Furaitur 
C. Ytki:lus (;j 

SI1 TOTAL (Comodities) 

V. OT IR COSTS 
1. Other Cotracts for Per

a. 10eld AAA) its (7
first jeAsi 

b. 	 Iatervifers (IS) 
C. 	 Uy Punter 

-

IAID 

40.0 

40.0 

32.0 

162.0 

-0-

1.4 

2. 7 
1.0 

41.1 

SS.4 
150.2 

4.8 


STWIES DIVISION 

T .. 2 
TTotIII

GON AID GH 


-0- 7.0 -0-

-0- 0 -0-

-0- 59.0 -0-


-0- 116.0 -0-


-S- 5.0 -0-

0.6 -0- 8.0 
10.1 	 -0- 2.9 
-0- 8.0 -0-

10.7 80 10.9 

-0- -0- -0-
-0- -0- -0-
-0- -0- S.3 

- CoI 

A 

AID 

-0-

-0-

40.0 

40.0 

5.5 

-0-
-0-

-0-

-U-

-0-
-0-

-0-

(000) 

3A S 
3 

GOH 

-0-

-0-

-0-

-0-

-0-

8.0 

2.0 

-0-

10.0 

-0-
-0-

5.5 


AID 

-0-

-0--

-0-

-0-

6.0 


-0-
-0-

-0-

-0-

-0-
-0-

-0-

4 

G3I 

-0-

-0-

-0-

-0-

-0-

8.0 

2.0 

-0-

10.0 

-0-
-0-

6.3 

Page 

__Total 

AID 

-0-

-0-

-0-

-0-

7.0 

-0-
-0-

-0-

-0-

-0-
-0-

-0-

2 of 3 

GO" 

-0-

-0-

-0-

-0-

-0-

8.0 

1.0 

-0-

9.0 

-0-
-0-

7.0 

AID 

47.0 

40.0 

131.0 

318.0 

23.5 

1.4 

23.1 

24.0 

49.1 

55.4
 

150.2 

4.8 


GOR
 

-0

-0

-0

-0

-0

32.6 

18.0 

-0

50.6 

24.4 

J ~isC 

M 0 

-J 
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OUTPUT I a 

STUDIES DIVISIon - Col ($000)

T I A Page 3 of 3A ST
 

I T E m12- AI AI "GDH AD F1m GOl4 P AI 0 O AID GON AID GOH 

Z. Cm ute r Time t nal"Cos t.s 
(4 I/a first year. 2 1a
secod to fIfth years) 10.0 -0- -0- 5.0 -0- 0 -o-
 ..
3. VehicleInsrance 4.8 

-0- 5.0 10.0 20.0-0- -- 3.8 '-O-"
SUB TOTAL (Other Costs) 
-0-. 2.5 -0- 1.9 4.8225.2 -0- 11.3-0- 14.1 -0. 13.9 -0- 13.8 -0- 13.9 225.2 55.7
 

T 0 T AL (Studies oivision) 508.6 10.7 204.3 82.4 
 114.4 
 86.3 69.4 93.8 
74.9 
 102.5 
 971.6 
375.7
 

_ _ _ ___.__ 


__ ._1
............
 1.5
 

-
 -
 -_-_

in
 11 

,o .
 
,t-k H
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OUTPUT 853 TRAINING - Ilow (S00) Page. I of 2 

IT_ I E A 3 S TotaI 

ITEN AID ON AID GON AID GOiH AID GC AID GO" AID C. 

I. PERSONN[L 
1. Salaries A Benefits 

o. Programing Instruc
tors (2) 

b. Field Instructors (4 
C.. Secretary 
d. Briver 

senefits 

12.0 
.18.0 

3.3 
1.5 

7.0 

-0-
-0-
-0-
.0-

-0-

12.9 

-0-

-0-
-0-

7.8 

-0-
19.3 
3.1 
1.6 

-0-

13.8 
-0-
-0-
-0-

10.4 

-0-
20.7 
4.2 
2.0 

-0-

-0-
-0-

-0-
-0-

-0-

14.7 
28.5 
4.6 
2.2 

11.7 

-0-
-0-
-0-
-0-

-0-

15.6 
30.7 

6.1 
2.5 

12.4 

38.7 
1a.O 

3.3 
1.5 

25.? 

30.3 
99.2 

17.6 
8.3 

24.1 

2. Other Direct Personnel 
Costs 

Local Per Dim 

SU TOA (Personnel) 

7.7 

49.5 

-0-

-0-

7.7 

28.4 

-0-

24.6 

7.8 

.32.0 

-0-

26.9 

-0-

-0-

8.0 

69.7 

-0-

-0-

8.1 

74.4 

23.2 

109.9 

16.1 

195.6 

111. 

IV. 

COMMODITIES 
1. Supplies & MAterials 
2. Equipment I Furniture 
3. Vehicles (2) 

Sub-Total (Commdities) 

OTHEI COSTS 
1. Educatioaal Equtpset 

(Projectars, Screens, et ) 

0.2 

1.8 
16.0 
18.7 

6.9 

0.4 
0.8 
-0-
1.2 

-0-

-0-
%0-

-0-
-0-

-0-

1.0 
-0-
-0-
1.0 

-0-

:0-
-0-
-0-
-0-

-0-

1.0 
-0-
-0-
1. 

-0-

-0-
-0-
-0-
-0-

-0-

1.0 
-0-
-0-

1.0 

-0-

-0-
-0-
-0-
.0-

-0-

1:0 
-0-
-0-

1.0 
-,, 

-0-

0.9 
.1? 

16.0 
18.7" 

6.9 

4.4 
0.8 
-0

-0-. 

I
o ~bth-t 1



OUTPUT 0 3 TRAINING - IIaOP ($Lxx)) Page 2 of 2 

ITE M IT_____2 1 
AID GO" AID 

2 ¥ 

G01 

E A 3R S 
_ __3 __ _ 

AID GM1 

_4 

AID 

__ 

GO 

_ _ _ 

AID 

5 

GM1 

TotaITo ta 

AID GO 

2. Educational Fils 

3. Miscellaneous Material 
for Courses 

4. Vehicle Insurance 

SUS TOTAL (Other Costs) 

:3.4 

0.7 
3.2 

14.2 

*0-

-0-
-0-

-0-

.0-

0. 
-0-

0.8 

-0-

-0-
2.1 

2.1 

-0 -

0.8 
-0-

0.8 

-0-

-0-
1.6 

1.6 

-a-

-0-
-0-

-0-

-0-

1.0 
1.3 

2.3 

-0-

-0-
-0-

-0-

-0-

1.0 
1.0 

2.0 

3.4 

2.3 
3.2 

15.8 

-0

2.0 

b. 

8.0 

T 0 T A L (Training - IXFOP) 82.4 1.2 29.2 27.7 32.8 29.5 -0- 73.0 -0- 77.4 144.4 208.8 

- 4 '.J n 
M (A

0bcf 



OUTUTJ6 

ITH EN1 
AID so" 

tUwi uESOUiCES 

_r 

2 
AID 6OH 

DEVELOPENT 

E A I 

3 
AID 

S 

GOfl 

(US$ 000) 

4 
AID AID 

S 
GON 

Page I ot 3 

Totl I 

AID 

1. PESOuEoL 

1. Salaries 
a. LI.(chsssesProfessor of Businessforsail) Industry) 

b. Professor (To teach apvo
priate technologies Fr 
smull industry) 

Sub-Total (Personeul) 

. . 

. 

*-

0-

-0-

-

-0-

-0-

-0-

6.0 

6.0 

__.0 

-0-

-0-

-0-

10,9 

10.9 

.8" 

-0-

-0-

-0-

-0-

-0-

11.6 

16 

2-"'-33.R 

16.9 

16.9 

11.6 

11.6 

.2aa-4-

II. TeOUICAL ASSISTACE 

a.U. S. 

b. Others 

1. Business Administratioa 

irofessor for sew courses 
I(1 A/Ytar) 

Curriculum Design
(2 maint) 

Visiting Professor forsemlmars d short course 
(2 n /no ) 

-.-

--

"-* 

-0-

-0-

-0-

-0-

-0-

-0-

60.0 

15.0 

10.0. 

60.0 

15.0 

10.0 

-0

-0

-

0 

o hI 

.4 

'T 



OJIPUJI'6 
MM;PU.T I 6SMOC S I 

v E 
T 
A Rt S 

(US$ 000) -Page 2 ot 3 

GOM 

AI r-

AID 

-

GHI 

-

AID 

-_ta 

I 

T 

A 

Crricul- Design ( ,J-. 

Visiting Professors fo sml 
mnrs and sbort courses 

-0- -15.0 15.0 -0

Sub-Total (Tech. Assistanc) 
( 

-.-

2 t : m m jk 

- -Sn 

5 . 

". 

- -

. 
. o1 

__.-

0.0 -0

"--

Ill. ItIAfxixG 

.. Short Term 

USIaIs Administration 

lAterns (VACAtiom period)15 m/year. 5 pers0-s
3 o. each 

Technicul and Scientific 
ree Plans 

Interns (Vacati. periods)- 2 prsons 3 -O5 

h. Long Term 

4. 

1.9 

-0-S 

-0- 1.8 

-0-

-0-

4.5 

1.8 

0-

-0-

1. 

.6 

2.7 

1.2 

-0-

-0-

4.5 

1.8 

S.6 

6.0 

7.2 

3.0 

susess Administrationa 
S-h~larshln~for students&WProfers r--0-_ -0 -I0.0 4,0 10.0 4.0 4.0 f1 020 19 

Lad prfessoa 

:4 n 

C c 



(V 

ilIN 

' I 

AID 

I 

ON 

I_ 

AID 

__I 

14UAM RSOURCES 

f A 

.____ AID 

DEMOPlI T 

t s 

GCO 

(US$ 

AID 

000) 

GOH AID 

Page 

GO 

3 of 3 

l Otal| 

AID GOf 

Iattr*Ato.al Tral aW Per Dim -0- 3.0 3.0 3.0 3.0 .1S.0 

Tecclcil &WSS:fetIf!c
Oer.P hl. 

1- Sc.arflk fr Stbuatu
aS Proressors 

Su -Ta U i (TraIlag) _ 6 -

- .0 

22.3 7.0 

6.0 

22.3 

-0 

.7..I 

- 3.0 

9.4 

3.0 

.j.a8.2 

3.0 

.. 

4.0 

!9.3 

18.0 7.0 

Troz lI4A3..ojyfloyj 6.3 -0- 22.3 7.0 139.3 7.0 36.2 14.9 5.0 42.5 209.1 71.4 

-J 



C tamD 4 (pl I of 1) SLI UJTERISE O{VfLiPWNT FUND ($00)
 

T E A Ia S
 

AID G AID G AID GON AID W AID GON AID Gm
 

Acvt-,nsl Credit -0- -0- -0- -- -0-
-4- 130.0 -0- 170.0 -0- 300.0 -0-

Grmt I Euty fris1 10.0 
 -4- 60.0 -0- 80.0 -0- 200.0 -0- 200.0 -0- 550.0 4
ful .IM11 St. *eu -0- -0&- ,0 --. 
 0 -0- 40.0 -0- -0- -0- 1.O.0 -0

1 I A L (S,l fwa;dt,, l 11 .- 600 -0- ]o-o- 3_70.0. ..0- 1.0o0.o -0rw,,,o,-,t.stoerfta-i d.o I0.0 

En 

H 

-



O&-J t2 * $ ( # | e~fIoLf( a AD9| 1,/l TPoIp* rI Ao!#PTATION &Jc fUs$Ir~ OW)f.P.a'ATIcmJO ) t*i 
______________________ 

*it i1 

'~ I~ 
Ic,0 

, G. 

10 .0 

" '° 
175.0 

~A3 
50.0 150.0

I ° 
75.0 3750 

100.0 

75.0 

AI C,AI --

.1AID v i D 

250.0 100.0 250.0 150.0 850.0 400.0I' II ° °I ' I , oI, I0. 
525.0 75.0 525.0 75.0 1b50 30.0 

275,0_ 1____n215.0 1 75.0 775.&ii0 1 75..& 775-n~.I225.A05LL2 ZAXXIL 

L o nj 
0 

Li4~ ti, 



OrfN1T I (Pag. 1 of "ONM H N ASSOCIATION OF IXFORMATIO6 CCKT[AS (CEhTR BANKC) 

. 

IT 

AstlS tL 

a. ScrLiry 
b. Secretary (al:-ttue) 

U3 TOTAL (Fersomel) 

AID 

--0-
-0-

-0-

1 GOl 

-0-
-0-

-0-

AID 

6.0 
J.O 

9.0 

2 
2 

Y 
GH 

-0-
-0-

-0-

E A 

AID 

6.6 
-0-

6.6 

4 
3 

I 

S 

GI 

-0-
3.3 

3.3 

AID 

-0-
40-

-0-

4 
GOH 

-0-
-0-

-0-

AID 

-0-
-0-

-0-

5 
GOH 

-0-
-0-

-0-

T o 

AID 

12.6 
3.0 

15.6 

tal 

G.H 

-0
3.3 

3.3 

11. TEL"NIC..,L -.iS:$TkA*C 

- C xaumTt (for prepa.raticz of sla a catalog) -0- _0. 2.4 -0- -0- -0- -0- -0- -0- -0- 2.4 -0-

III. onca CeSTS 
a. Tr"u tram 

b. hiaI of C 
uors)---0-

I 

-0-

-

-0-

-

1.0 

1. 
2.5 

-0-

--
-0-

1.0 

1:0--0-
2.5 

-0-

-0-

-0-

*0-

-0-

-0-
-0-

-0-

-0-
-0-

-0-

-0-
-0-

2.0 

3.0
.5.0 

-a

-0
--

TOT (Asuotxitior
Canters) Iofl. -0- -0- 13.9- - -0-- 9.1 3.3 -0- -0- 0----~ 

23.0 13.3 

TOTAL (C-*tral SiAa) -0- -0- 2.7 -0-

- -

20.2 9.0 

.0k 

1.0 16.9 .0 18.2 

.. 1. 

w x cn 

0 hbJ

0 



CWTPT a1 I (lage 2 of 2j 	 CINTRAL PM CorTEn FOR INDUSTRIAL INFORMATIOr (CIIBATiRAv) ($000) 

Y E A R S 
T~tal 

ITEM 2 3 4
 
AID GO"i AID GOM" AID GOH 
 AID COH AID "OGO0 AM011
 

. fJS.a[ a 

- Salaries 

a. Tchnfial IAformatia. 
Stel 	1st -0- -0- 9.5 -0- 10.1 .0- -0- 10.9 -0- 11.7 19.6 22.6b. Secretary 	 -0- -0- 5.3 :0- -0- 5.7 -0-" 6.0 -0- 6.5 5.3 18.2
 

US TOTAL (Persoe, el) -0.-
 -0- 14.8 0 10.1 5.7 -0- 1"6.9 -0- 18.2 24.9 40.8 

11. TECiICAIL ASSISTAX . " - Consultant (assist 	tech.Info Specialist) -0- -0- 2.0 -0- -0- -0- -0- -0- -0- -0- 2.0 -0

- 111. 	TRAINING 

- Coferences. Seminars -0- -0- 2.0 -0- 1.0 -0- 1.0 -0- 1.0 -0- 5.0 	 -0-

TnOT (CII.MTML) -0- -0- 18.8 -0- 11.1 S.7 1.0 16.9 1.0 18.2 31.9 40.8 , M 

0 I
0~.t-w t



Output I o (Pago I of JL1 

IT EN 

KEISOIBEL 

-Salaries 

- Technical Informa-
1:l0A Specialist 

AID 

2.5 

INDUSkIAL 

1 

GOl 

-0-

INFOIMATION CENTER (CII) - NATIONAL 
V E A R 

2 

AID " h AID 

2.5 J "-0- 5.0 

AITONiOUS 

GOH 

-0-

UNIIVERSITY OF HONDURAS (LIm) 

AID GOII AID 

5.4 -0- -0-

(US$ 

GOH 

6.0 

00O) 

TTo ta I 

To4a5 

AID G 

15.4 6.0 

11. 

. 

III-

TECHNIICJAL ASSISTANCE 

- Eva]luation Cousultast 

TRAlIHING" 

- (Conference. Travel) 

"-3.6 

1.0 

-0-

-0-

-0-

1.0 

-0-

-0-

-0-

1.0 

-0-

-0-

-0-

1.0 

-0-

-0-

*0-

1.0 

-0-

-0-

1.5 

5.0 

-G

-O-

IV. OTHERS 

(Adcqutsitioa of Inforation) c.1 -0- 1.0 -0- 25:3 -0- 2.0 -0- 2.0 -0- 6.0 

TOA (Cfrece Trie .2 -0- 1.0 -0- 1.0 -a .4 -0- 3.0 60 32.1 -.0 

O i41WH 

ttj 
-.4 



Gtpt Lo. I " (Page ! I of ii 

ITEM 
AID 

dAMONIL 

GOH1 

AUTONO(M)US 

2 
AID 

UNIVERSITY 

_ E A 

GOAI 

OF HONDURAS - ENERGY DEVELOPENT 

R S 

3 4 
AID GOH AID 

PROJECT 

GOH 
1 

AID 

(US: 000) 

5 
GOH 

Total 

AID COH 

I. PERSOMEL 
A. Salaries 

1. Director 

2. Assistant ResearchDirector 

3. Assistant Research 
Director 

4. Shop Technician 

10.8 

9.0 

9.0 

0-

-0-

-0-

-0-

"-0-

11.6 

9.7 

9.7 

3.6 

-0-

-0-

-0-

-0-

12.4 

.10.3 

.10.3 

.3.9 

-0-

-0-

-0-

--0-

13.2 

.11.0 

11.0 

4.1 

-0-

-0-

-0-

-0-

14.2 

11.8 

11.8 

4.4 

-0-

-0-

-0-

-0-

62.2 

51.8 

.. 51.8 

.lt.0 

-0

-0

-0

-0-

Administrative Assistan 
Industrial Technician 
3il11nal Secretary 

1.3 
-0-
-0-

-0-
3.0" 
4.2: 

2.8 

-0-
-0-

-0-
3.2 

4.5 

3.0 
-0: 
-0-

-0-
3.4 

4.8 

-3.2 
-0-
-0-

-0-
3.7 

5.1 

3.4 

-0-
-0-

-0-
3.9 
5.5 

13.7 
-0-
-0-

-0
17.2 
24.1 

i. 

Research Assista"ts(stui, ents 5 half time) 

Drvers 

Ot~er Direct Personnel Cost 

1. International Travel 

. lnternationa: Per Dim 

3. Local Travel 
4. Local Pr DIm 

6.0 
-0-

.5 

.9 

1.0 
2.0 

-o-
.5 

1.0 

.5 

.5 
-0-

-0-

-0-

1.0 

.9 

2.0 
3.0 

12.0 

.6 

2.0 

1.0 

.5 
-0-

-0-

-0-

1.0 

1.0 

2.0 
1.0 

12.8 

.7 

2.0 

1.0 

.5 
-0-

-0-

-0-

1.0 

1.2 

.5 

.8 

13.8 

.. 1 

2.0 

2.0 

.5 
-0-

-0-

-0-

-0-

-0-

.5 

.8 

14.7 

.8 

3.0 

2.0 

.5 
-0-

6.0 
-0-

3.5 

4.0 

6.0 
7.6 

53.3 

3.5 

10.0 

6.5 

2.5 
-0- -

_ ,___ 44.3 23.8 44.9 zs.2 46.0 27.9 45.9 30.4 222.6 !117.1 

ui :z:c(nq 

0 h 



0-:Pu: o. I . (Pag- - 2 of 3) KM| M AUTONGO UNIVERSITY OF HCMUMS - ENERGY DEVELOtENT PROJECT I USt ff| 

ITEM. AID GI 
1 

AID 
Z3 

V 

COl 

E A R 

AID 

S 

GOH AID 
4 

GO AID GON 

Total 

AID Gxi 

It. TECMICAL ASSISTANCE 

A. U.S. 
1. Solar Eiersy Advisor

(1 M) 

2. Wind Eaer2y Advisor(1 -) 

3. Others 

3. Others 
- Others (ICAITI) 

Sil TOTAL (Teh. .Asls.) 

6.6 

6.6 

-0-

*0-

13.2 

-0-

-0-

-0-

-0-

-0 

6.0 

3.0 

9.0 

-0-

-0-

6.0 

3.0 

9.0 

-0-

-0-

0 

6.0 

3.0 

9.0 

-0-

-0-

-0-

6.0 

3.0 

9.0 

-0-

-0-

-0-

6.5 

6. 

24,'3 

12.0 

49.2 

-0

-0

-0

-0

-0 

.Ill. TRAINING 
- Short Tern 

Sub-Total (Training) 

1.0 

1.0 

-0-

-0-

1.1 

1.1 

-0-

-0-

1.2 

1.2 

-0--

-0-

1.4 

1.4 

-0-

.0-

1.4 

1.4 

-0-

-0-

6.1 

.1 

-0-

-0-

II" 

IV. C. tWOITIES 

A. echalc..Nterials & Equ. 
S. Equipment and Officefarniture 

C. M?-ntenince and EAP.ndablc0. Repro.uction Cos 

E. 1jted rent 

F. Fuel and vehicle mIontnan e 

27.6 

1.0 

3.0 
-(-

-0-

-0-

3.0 

-0-

-0-
.1 

1.0 

.2 

.13.0 

1.0 

5.0
-0-

-0-

-0-

.2 

-0-

-0-
.1 

1.0 

.2 

13.0 

1.0 

3.0
-0-

-0-

-0-

.2 

-0-

-0-.1 

I.0 

.2 

15.0 

1.0 

2.0.0-

-0-

-0-

.2 

-0-

-0-.1 

1.0 

.3 

12.0 

1.0 

1.0-0* 

-0-

*0-

.2 

-0-

-0-*0--

1.0 

.3 

80.6 

5.0 

14.0-0-

-0-

-0-

3.8 

-0

-0-.4 

5.0 

1.2 

" 

,t 

Se!T.TUt. (Com dlties) 31.6 4.3 19.U 1.5 17.0 1.5 18.0 "...9_4_ 

"~f 
0 

H'-



Otput Mo. I .(Pag 3 of 3) IATIONAI. AUTON US UNIVERSITY OF IIIDURAS - E2ERGY DEVELAMEIW PROJECT (US$ 00) 

ITE M AID OGN AID 2 CON 

v E 

i 

A 

AID 

R 

3 

S 

CON AID 4 
GOH -AID 

5_T
CON 

T 

AID 

a ta I 
ota 

CCI , 

* 

* 

V. Ud(I COSTS 
A. Rental Costs 
A . Other P sC' 

C. Data Processlag (cards. 
key punch use. etc.) 

SUB TOTA (OtrCosts) 

Z.0 

.3 

2.3 

-0-

1.5 

1,j 

2.0 

.5 

2. 

-D-

1.5" 

1. 

2.0 

.5 

2. 

-0-

2.0 

2.0 

2.0 

.5 

2.5 

-0-

2.0 

2.0 

1.5 

.S 

2.0 

-0-

-0-

-0-

9.5 

2.3 

-0

7.0 

1.o 

TOTAL 

TOM 

(Ea.,rgy Devloamt Project) 

(wA) 

88.6 s.6 

1A_.6 

75.9 

80.. 

zs.a 

26. 

74.6 

? 

28.7 

28.1 

76.9 

85.4 

31.5 

. 

73.3 

76.3 

31.9 

37.9 

389.3 

421.5 
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GOH and International Donor Programs in
 
Small Scale Industry and Artisanry Development
 

1. Industrial Technical Cooperation Center (CCTI)
 

On May 11, 1960, the Government of Honduras and the Government
 
of the United States, represented by the International Cooperation

Administration, signed an agreement which established CCTI as a
 
permanent integral center for industrial development programs. Its
 
primary objective was to increase productivity by providing techni
cal assistance to industry and commerce and short-term training for
 
human resource development.
 

During its 19 years of existence, CCTI has received the follow
ing financial support to carry out the efficient development of its
 
activities:
 

a. US$4,156,319.70 from the GOH for administrative expenses

(1960-1978) and US$187,500.00 for the construction and operation of

the Center for Artisanal Training (CAAVA) in Valle de Angeles (1967
1970).
 

b. US$748,334.54 from A.I.D. for the development of special
 
programs (1962-1973).
 

c. US$63,000 from the National Association of Industries
 
for the development of training courses.
 

A diversity of activities oriented primarily.toward enterprise

productivity characterized CCTI during the 1962-1972 period. Begin
ning in 1973, its operation focussed on technical assistance, promo
tion and development of small and mid-size industrial enterprises

and artisanry, the latter having received particular attention since
 
1964.
 

Although the programs carried out by CCTI have been effective,

its scope of action has not been expanded due to a lack of sufficient
 
financial support to employ the required technical staff and thereby

widen its scope of operations.
 

In addition to the above, certain programs begun in CCTI were
 
separated and absorbed by other institutions (such was the case with

the National Institute for Profesional Training, INFOP; Technical
 
Services, TECHNOSERVE: and Educational Credit, EDUCREDITO).
 

On December 6, 1978, the Honduran government issued Decree Law
 
Number 687, Law for the Development Center for Small and Mid-size
 
Industrial Enterprises and Artisanry, which as a result made CCTI
 
a semi-autonomous organization with the name, Industrial Development

Center (CDI) thus allowing it to widen its range of activities.
 

2. Honduran Corporation for Forestry Development - COHDEFOR
 

Created by Decree Law No. 103 on January 3, 1974, as a semi
autonomous organization to carry out government forestry policy,
 

http:US$748,334.54
http:US$187,500.00
http:US$4,156,319.70
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COBDEFOR has focussed its efforts on programs and projects in
 
forestry and in which only large-scale industries have parti
cipated.
 

Recently the Government of Honduras and the World Bank signed
 
a loan agreement for US$ 15 million, $7.5 million of which would be
 
used by COHDEFOR to promote the development of primary and secondary

small and mid-size ndustries over a 2-3 year period.
 

3. Directorate for Cooperative Development -- DIFOCOOP
 

DIFOCOOP is a semi-autonomous organization created in 1954,
 
to promote social and economic organizations based on principles

of cooperativism and to coordinate the creation and development

of cooperativist associations. During its 24 years of activities,

DIFOCOOP has organized 669 cooperatives in Honduras.
 

With regard to small-scalc. enterprises, DIFOCOOP provides

administrative-management assistance and training to 
6 of the 23
 
existing industrial cooperatives. It has collaborated with CDI
 
by providing courses to two herequen cooperatives in Langue, Valle.
 

4. National Institute for Professional Training -- INFOP
 

INFOP was established to contribute to increased productivity

and social and economic development of the country through the
 
creation of a professional training system for all economic sectors
 
and employment levels in accordance with actual needs of the country.
 

Its activities and programs have been directed specifically

to training skilled workers for industry and service sectors in
 
carpentry, electricity, mechanics, construction, etc. INFOP has
 
trained a total of 24,984 workers up to 1978. In the agricultural

sector, INFOP has given 295 courses to 3,594 trainees. INFOP has
 
given management courses to uppe: and middle level supervisory

management personnel primarily in larger scale industries.
 

Although INFOP has provided assistance and training, it does
 
not currently have a systematic program directed at satisfying the
 
needs of the small and mid-size entrepreneur and artisan.
 

5. General Directorate for Industries -- DGI
 

The DGI is a dependency of the Ministry of Economy and has been
 
in existence since 1972. Its one purpose is to apply laws and agree
ments to provide incentives to the manufacturing sector. For example,

the "Law to Protect Hondurans Engaged in Commerce and Small-Scale
 
Industry" (Decree No.39, October 1965) had the effect of limiting

development of the small-scale industry sector and granting advantages

to merchants. This Law was annulled in October 1978, and was 
substi
tuted by Decree No. 681, Law for the Support of Small and Mid-Size
 
Industrial Firms and Artisanry. Through the application of this new

instrument, the DGI expects that 70 percent of small-scale entrepre
neurs and artisans will come under its protection.
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6. Superior Economic Planning Council -- CONSUPLANE
 

CONSUPLANE was created by Decree No.30 on February 5, 1971,
 
as the State advisory and consulting body for the purpose of formu
lating integrated economic and social plans for Honduras.
 

The CONSUPLANE Secretariat fulfills the basic task of coordina
ting and evaluating activities to reach goals and objectives proposed
 
in annual work plans. Specific activities related to small-scale
 
industry and artisanry have been developed for only one area of the
 
country in an Integrated Development Plan for the Southern Zone.
 

As the institution responsible for the formulation of plans

and policies for national economic development, CONSUPLANE coordi
nates activities which encourage and develop small-scale industry;
 
conducts periodic evaluations; and prepares sector-wide operating
 
plans.
 

7. General Directorate of Foreign Trade -- DGCE
 

The DGCE, a dependency of the Ministry of Economy, has as its
 
general objective the promotion of export growth and diversification.
 
As part of its mandate, the DGCE makes linkages with foreign markets
 
and provides advisory services in the organization of and participa
tion in international commercial fairs. The DGCE has given technical
 
and financial support to 11 small-scale firms and artisan establish
ments to enable their participation in international fairs. As a
 
complement to the above activities, DGCE operates a Commerce Infor
mation Center where all information on foreign markets is compiled
 
and disseminated in a monthly bulletin.
 

8. Central Bank of Honduras -- CIIBANTRAL
 

a. Department of Industrial Research
 

This department operates within the Central Bank as a unit for
 
specific industry and manufacturing studies requested by other Bank
 
departments and by the CONSUPLANE Secretariat.
 

This department administered the Guarantee Fund for the Promo
tion of Small-Scale Industries and drew up the guidelines for the
 
Industrial Development Fund established in 1979 with World Bank
 
funds.
 

b. BANTRAL -- Guarantee Fund
 

The Guarantee Fund was one of the mechanisms used to stimulate
 
the development of small-scale industry and artisanry when BANTRAL
 
established it in 1972. The total portfolio authorized by BANTRAL
 
was US$1,131,349 of which US$1,005,948 were ient to 448 small indus
tries and artisan ventures. A total of 87 percent was channelled
 
through the National Development Bank (BANAFOM) and 13 percent
 
through commercial banks. The Fund did not produce anticipated re
sults because it was not attractive to the commercial baking system,
 
and only four banks participated in the Fund.
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BANAFO's experiences with the Fund were not positive because
 
of the following: (a) frequent changes of residence and activity

of the credit client; (b) the entrepreneurs viewed the credit as
 
a Government grant; and (c) limits on total amount of credit and
 
conditions for credit created administrative problems.
 

c. 	BANTRAL --- National Industrial
 
Development Fund - FONDEI
 

FONDEI is a trust fund agreement signed betwe..n the Honduran
 
Government and the World Bank in February 1979, to promote indus
trial development (in agro-industries, forestry and related wood
 
projects, projects for fish and fish processing, and services
 
related to industry).
 

Program beneficiaries are entrepreneurs in small and medium
size industries:
 

-- Small industries: those with assets up to US$100,000
 
excluding land and buildings.
 

-- Mid-size industries: those with assets from US$100,000
 
to US$750,000 excluding land and buildings.
 

The 	total credit amount is US$20 million; US$15 million of
 
which are from the World Bank and the remaining US$ 5 million are
 
counterpart funds of the Central Bank to be repaid eventually by

the 	Government to the Bank. Financial intermediaries are private

banks, and the National Investment Corporation (CONADI).
 

9. 	Inter-American Development Bank (IDB) --

Program to Finance Artisanry Development
 

CDI has presented a proposal to IDB for a US$500,000 loan
 
to provide integrated financial and technical assistance to the
 
urban and semi-urban artisan sector of the country. CDI counter
part costs consist of marketing and technical assitance.
 

Funds will be distributed as working capital (US$250,000),

plant and facilities (US$100,000), equipment (US$150,000) to five
 
artisan activities: wood, leather, textiles and fibers, metalwork,
 
and food.
 

Loan conditions and requirements consist of: a 40-year payback

period including a 10-year grace period; 1 percent annual interest
 
on balance of funds; disbursements of loans over a 30-month period.

CDI will provide semi-annual reports on disbursements, payback rate,

and 	on evaluation of program impact.
 

10. National Investment Corporation (CONADI)
 

CONADI is an autonomous organization established to contribute
 
to national economic development by promoting new industrial enter
prises and the expansion or consolidation of existing ones. CONADI
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finances investment projects above $375,000 either through direct
 
participation or through loans. It supports the implementation

of projects for primary industries (pulp and paper, cement, steel).
 

In the National Industrial Development Fund (FONDEI), CONADI
 
will be a financial intermediary, providing loans to mid-size indus
try (US$375,000 to US$750,000).
 

Other Donor Programs at the Iaternational and Regional

Levels for Small-Scale Industry and Artisanry
 

1. Centro de Desarrollo Industrial -- CDI
 

a. Organization 	of American States (OAS)
 

(1) Project: Development of Ceramics Industries
 

Technical Assistance: Three experts for a 13 month period to
 
advise on production, processes, costs, and design in the field
 
of ceramics. 

Project Period: May 1977 - March 1979. 

Project Costs: US$29,200 (OAS) 
US$14,814 (GOH) 

(2) Project: Technical Assistance to Small-Scale Food
 
Processing Industries.
 

Technical Assistance: An expert for 12 months to advise small
 
firms in urban areas on production processes and quality control.
 

Project Period: 	 June 1979 - June 1980.
 

b. United Nations Development Program (UNDP)
 

(3) Project: Technical Assistance to Small and Medium-Size
 
Industries (to support World Bank Program --

National Industrial Development Fund - FONDEI).
 

Technical Assistance:
 

-- One small industries expert for urban areas for a two
 
year period.
 

-- Four consultants (12 man months) in food, leather and
 
shoes, wood, and machine/metal shops.
 

-- One consultant to prepare individual profiles (two
 

weeks).
 

Project Period: July 1979 - July 1981.
 

Project Cost: 	 US$213,600 (UNDP)
 
US$575,000 (GOH)
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c. 	 Inter-American Development Bank (IDB) 

(4) Project: Financing Artisanry in Urban and Semi-Urban Areas.
 

Financial Asssitance: A CDI proposal requests a US$500,000 loan
 
for sub-loans to artisans who do not have access 
to credit through

commercial banking system.
 

2. 	Centro de Informaci6n Industrial de la Universidad
 
Nacional Aut6noma de Honduras -- CII-UNAH
 

a. 	Organization of American States (OAS)
 

(1) Project: Technological Development
 

Technical Assistance: Consultants and professors to advise on
 
the creation of an information center in the National Autonomous
 
University of Honduras for national industries (3 months).
 

Project Period: January - March 1976.
 

Project Cost: US$11,583 (OAS)
 

(2) Project: Information Center
 

Financial Assistance: US$10,000 to finance observational
 
travel, equipment and bibliographies for the Industrial Informa
tion Center (CII-UNAH).
 

3. 	Centro de Informaci6n Industrial del Banco
 
Central de Honduras -- CIBANTRAL
 

a. 	Organization of American States (OAS)
 

(1) Project: Information Center
 

Financial Assistance: US$10,400 to cover observational travel,

equipment and bibliographies for CIIBANTRAL.
 

Project Period: 1976
 

(2) Project: Seminar on Industrial Information.
 

Financial Assistance: US$3,000 to organize and conduct a
 
seminar in thb Cntral Bank of Honduras in December 1976.
 

4. 	Banco Central de Honduras (BANTRAL)
 

a. 	World Bank
 

(1) Project: National Industrial Development Fund -- FONDEI
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Financial Assitance: Loan of US$15 million for credit to small
 
and medium-size manufacturing and wood industries. The Honduran
 
Government will contribute US$5 million in counterpart funds.
 
Financial intermediaries will be CONADI, COHDEFOR and the commercial
 
banking system.
 

The activities of the above donor organizations complement -
but do not duplicate -- the systems and objectives set forth in the
 
Rural Technologies Project. No donor is currently working with
 
rural small-scale industries and enterprise development except for
 
some planned artisan programs in semi-urban areas. No other donor
 
organization, except for current A.I.D. support in the Small Farmer
 
Technologies Project, is undertaking long-range programs in small
 
farm technology development and adaptation. Donor credit programs

for the most part focus on urban areas and in most cases on mid-size
 
industries. Likewise, even though there are some internationally

supported technical information programs, there has been no large
scale effort to acquire and disseminate information to rural groups

who are the targets of this Project. With the exception of small
scale pilot efforts on the part of some PVOs, there have not been
 
any programs to examine the range of low-cost technology choices
 
for application in rural households. Finally, no donor agency has
 
sought to build up the capacities of Honduran institutions to focus
 
on light capital technology applications for the target group of
 
the project or on problems for small-scale rural industry develop
ment and technical assistance delivery systems.
 


