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Suznary Description

(Sce FY 69 P.i. Part II A.2 Agric. Sector)

The National bevelopment Lank (BilF) of lHonduras has aade
sipnificant progress in rccent ycars in increasing its agricul-
turc production credit to tih¢ small and nedium-size farwers of
Lionduras. A scries of loans fron the Interamerican Developient
Bank (IDB) alony with continually increasing financial inpuis
by the GO has pemuitted this develophient. lHowever, most of
tiic BNP credit is being provided to farimers with inedequate
fari planning and little or no technical supervision.. As a
result, too little agricultural and livestock develepment is
occurring and increascd production from the BRF credit is not
taking place in- the nagnitude cxpected. While technical know-
lodoe togetiier with iaproved sced for food crops arc available
in londuras and could more than double production, there is
cvidence that LHF clients arc obtaining only a 15 to 25% in-
creasc in production of food crops.

It is gencrally recognized that lionduras has a well-
ranaged agriculturce extension service in the ilinistry of Hatu-
ral Lesources' semi-autonc.ous institution, Desorrural, iiov-
ever, it is obvious that up to the prescat time an cfficient
worling rclationship béetween the BRE and besarrural Luas not
been developed. It is agreed that a close working rcelationship
cain and must be developed in vhich besarrural will provide HRF
loan supervisors and their clients ~.th the anccessary technical
information to permit maximuwm production {row BNF credit,

The LYI has not beon able to service the very small farier,
often referred to as "subsistence farmevs', vihich include 70%
or more of the faruers in llonduras. There is genorial agrecuent
tiat this scctor of the favu population offers great potential
for increasing production of food crops as well as an iportiant
consumer adarket for indvstrisl goods, ¢ is goivally agreed
that Production Credit nust be provided to the small faraer
scctor throupgh well-nanaged avricultural cooperatives. (Sce
PLOP Project lo. 522-11-990-074.2).

An AID agricultura) loan has beon requested by the Govern-

tnent of lionduras tu be used as follous:

For construction of approxinately 25,000~
ton central grain storage capacity (to be ,
adivinistercd by BHF) $ 3.0 nillion

For production credit - agzriculturce aud
livestocl producers (to be aditinistered

v TNE 6.5 nilliec:
by BiE) UHLLASSTF LY o5 nillion
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For.ngro-industrics (to be aninistered
by BiF) :
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0.5 Million

For Production Credit to smail faraers

be

through agriculturgl Cooperatives (to

adainisterey by Federatioy of Sav-

ings and Loap Cooperatives of Hondurasg
(FACACiH) 1.5 millioy

-ﬁ_——-h—..b_g.-‘——“.‘

Specific
1

Total v 9.5 million
goals of USAID/Honduras pProgram include:

Rapid increase in tie Production of livestock apg foou
grains tarouplh tne increased use of inputs including
inproved brecding animals, inproved scud, insecticides
and fcrtilizcrs-~with AIV technical assistance and
Production Credit,

Estublishmcnt of a Well-nanaged grain Storuge Progran
togetiter with 4 realistic price Stabilizatioy Progruan
for food Crops Coordinuted witj tic Centrail Anerican

Cominon Harkey Grains Protocol--with techmical agsist-
ance frou Al loan and GOl

To eupnasize ang Conucentrate on 4 sleaning ful crop Jdi-
versificatiop Progran which ac-euiphiusizes coffee pro-
duction ujq cncouruages broduction orf food grains and
new crops for caport--with A1y W sultilatorag teca-
nical 4ssistance,

To assure adequate pProduction Credit for 4 broad
seznent of tje Tarner Population ofF Londuras, includ-
ing tue siiall (suLsistcncc) farmer, taroush agricul -
tural CDOpCTﬂtiVUS"With Alo tecinicuy assistancoe,
(Sce piop Project xo. 522-11-9Q0~U74.2)

To assure greatey cfficicncy and better Hanag;euiont of

the BNE Program of aarical tural creait and agricul targy

developnent Projects generally--yji¢;, AlD tecimical gg-
sistance.

In order to achieve thosge $o0als A1p technicay assistance
and credit yjjj be provided, Technical assistance and train-
ing will be the prinary concer; of this project and wilg con-
s$ist of tho folloving activities;

UNCLASSTETE,



USAID/Tegucigalpa TOATD A= 3a6 UNCLASSITIED 4

1. Short courses and in-service training for technicians
of besarrural ang tiic BNF on farn planning.,

2. Technical suidance to the Lyk on livestock and apri-
culture developnent projects,

3. Technical assistiance and fuidance to Lesarrural and
the LNE in the developient of g close working relation-
ship between the two institutions,

4. Short coursecs and in-service training to BLNF techni-
cians and agriculture Cooperative teciinicians and
Hanagers on use of production credit througl agricul-
ture cooperatives,

5. Technical guidance and assistance on opcration of a
sound grain storage program, together with g neaning -
ful price stabilization program for food yrains,

6. Short coursecs for desarrural technicians on pasture
and foruge inproverent and utilization of agriculture
by-products for feeding livestock,

7. Participant training abroad for technicians of pesa-
rrural and the LNF with enphasis on degrece training,

8. A significant increase in the Desavrural budget to
periiit cuployuent of 25 additional cXtension techni-
cians to be officel] and serviced by the BNF at its
faciliticd located at 23 different sites througlout
llonduras,

The general approach and plan of action will involve a
coordinated cffort on tie part of LSAID (technical ang capital
assistancc), IDE (technical and capital assistance), Lnp (tech-
nical, adainistrative an capital inputs), besarrural of the
Hinistry of natural lesources (agriculture extension, asronouic

'rcscnrch, inproved seea), UNpp Spesial Pung Project "Crop beve-
lopaent throush Applicd kescearch and Demonstration! (technical
assistance and training), and the Asvicul ture Cooperative pro-
arar (technical assistance on Cooperatives organization anug
mananeacnt, together wvith teeinina), In addition to trajining
benefits both IN~5eevice and training of lionduean Lecunicians
abroad, the provizion of technical anl advisory services con-
teaplated by the drehcies and dnstitngian - Cited above will
bring about o sisnificang Laprovenent jo the womaseaen ana
opecation of tihe Bl Lessrraval Wt the soriculiural coopera-
tives,

ULCLASSTE L
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ever-increcasing awmount of credit, but has so far been unable
to orient credit to mecaningful farn plans, along with the ne-
cessary technical supervision. This unfavorable situation can
and will be improved with the proposed technical guidance aid
training assistance to be provided by AID ualonyg with IDD tech-
nical assistance,

The BNF has 23 field offices vell distriburted throughout
llonduras and located in the principal agriculturc producing
arcuas. At the cnd of 1967, 52 agricultural technicians were
cuployed by the credit department of the bank to serve as agri-
culturc credit appraisers (loan supcrvisors). These tecimicians
were attcupting to provide supervision on an average of nore
than 250 loans cach, This volume of loans per technician auto-
matically ruled out adequate technical supcervision for individual
snall farmer clients,

Desarrural is a well-organized and cfficicently operated
agriculture extcnsion organization, semi-autono.aous and depen-
dent upon the iinistry of Watural Resources. This institution
has 33 ficld offices well distributed throughout the principal
agriculture producing arcas of the country. In addition to
agriculturc extension activities, it nanages and operates two
modern sced-processing piants (one in San Pcdro Sula and one
in Tegucigalpa) and conducts a seed-improvewuent program which
provides iuproved corn, bean, sorpghun and rice sced for the
processing plants. It is also carrying out applied i1csearch
o tiuc four basic food prain crops of corn, Lecans, sorghua and
rice, and to a lesser cxtent on fruits and vegetables,  In addi-
tion, bicsarrural owns, manages and operates a 4,000-acre live-
stock ceater at Conayagua, wherc it produces pure and cross-bred
breeding aninals (principally beefl and dairy cattle) for sale to
livestock faracers throushout lLonduras. This center also serves
a5 a source of breeding stock for the BXE's livestock borrovers.

besarrural maintaing a close working relationshipy with the
BNF in nany aspects, but this relationship has not been ef fec-
tive in providing cither the BNI agricultural credit appraisers
or the LNF saall faraer ~lieats with adequate technical guid-
ance that is nceded.  An duprovewnent in this situation can and
will be cffectea with ATD tecimical assistance and training.

Th

D

apricultural coosperative movenent in bHonmdiaras is deve-
loping and growing rapidly. If the apricultural ceoperative
woveaent is to continie to crow anl flovrish, it nust have the
close support and attontion of the public sector in tie forw

2y

~
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of a production credit source gy agricultural extension sey-
vices., USAI technical assistaace to e provided will ielp to
assure agricultural cooperatives of tle necessary duriculturyl
extension and production credit needs,  (See PROP Project Ny,
522-11-990-074.2).

BNF operations include g nuitbexr of activities which in the
Past have scrved ap, inportant purpose, but at present and in
the future shoujd not be a part of the Lank's operations,
These consist of various industrics, including a milk~proccssing
pPlant; the functions of g coffee prowers! association grain
storage and marketing, tosether with g price stabili~ation pro-
fran; an cxtensive networl: of agricultural retail stores; and
industrial pronotion dctivities, Technical assistance Provided
by AID through prant funds together with loan fungs will help
to assure that the BNF divest itsclf of aany of these noit-banking
operations and tliat these essential functions, where applicable,
beconme private enterprises or if nccessary Sciti-autonoious jj-
stitutionsg Created to carry out such functions,

The Mission SC¢Cs no najor cconouic, sociul, legislative
or administratiyve obstacles to be overcome in aciiicving pProject
goals,

Stratcyx

Broadly Speaking, Project objectives for this project con-
sist of training, institutional inprovesent and iugrcnsing pro-
duction of livestock and food Crops throuylh Procuction credit
with tecinical supcrvision. The Proposed approach: js an exten-
sioint of anl is consistent with over-all y.s, assistance strategy
for tonduras, It supporvts and Couplelents Centyral Ailerican
Couon Marlet (CACH) wouls and objectives planncd for thic re-
gion. The pProject contyj ULCS in a uirect manner to the folley-
ing U.S. poalsy (1) incrcnsing livestocl: and food grain produc-
tion, and tiierefore incrcasing incoues for sirall ang Slibsistence
favaers; (2) it wi1ll itre a Significant inpact op Crop diverssi-
fication by incronsind awcreases of fooq Crops and noy extort
Cropns, by taliing land out of coffee Production; (3) providing
credit for nouo provesent in rural areas; (4) inproving social
CConoiic njl tecinical institntions; ana (5) hcncfitting U.S,
coitrercial Interosy 0y the Creation of ey, an.l incrousing Liar-
kets for 4.5, industriag co0ods, includihg tachinery, insceticides
and fevtitinees, At the 540 tine, uare Qind ney anricultural
Caports will fing o Eroving desand inv,s, Lartets,

ULCLASSI v
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This project will be tied to any closely associated with
an AID agriculture loan of tomillion Jdellars to the GOI. sSee
Swmary Description, p. 2).  The loan is cxpected to be approved
by carly July 1968 and the First loan disburseacnt nade by .Sep-
teaber 1965,  Loan funds will be drawn down by the end of be-
ccuber 1970, Two resident advisors will Le provided by USAID
contract and will be on board on or before 1 Septeatber, 1968,
Three resident advisors will be contracted by the BNI with IDB
loun funds and will be on bourd by 1 Septewmber, 1968. Two 4.S§.
resident advisors will be contracted by the BRF with AID loan
funds and will arrive by 1 January, 1969. Short-tera contract
consultants will be uscd throughout the course of this project
for spccific services, including sliort courscs for local enplo-
yces of the BNF, besarrural and agricultural cooperatives.

In the opinion of the Missiom local institutions, includ-
ing the DNF, desarrural and FACACl, will provide adequate sources
of support, lecadership and stimulus to assure the success of
the projecct on a continuing basis. At the sawe time, there do
not appcar to be elements of potential opposition or disintercst
in the acnicvenent of project objcctives,

Cross-rclationships of institutions and scctors appear to
be especially appealing in this project. They include:

1. The BNF - being assisted by IDE:aud AID with both
capital and tcchnical assistance.

2. Desarrural (agriculturce extension and rescarch)
being assisted by USAIY and FAO and providing technical
agriculture supervision to.the BNE.

3. The Livestocl Departuent of the “linistry of Natural
lesources - proviides assistance in livestoc) discasc
control and slauglteriiouse inspoction of beef for ex-
port and for internal counsumption.

4. Tari-to-uariet and primavy road construction with AIY
and IDL capital assistance,

5. The proposcd UInP project "Crop tievelopuent through
Applicd Rescorch and beconstration”, usder Food and
Agrviculture Cryovization (FAO) aandnistration - wuill
concentrate on agriculture researchn, with Sesarrural
as its counterpari agoncy.

UNCLASSTEL
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6.

The agricultural cooperative wmoveament uuder the direc-
tion of FACACH. - receiving tecehnical and capital assist-
ance fron AIb; will necd to cstablish closc working
relations with besarrural and tie BT,

The National A ravian Institute (INA) - with its pro-
poscd cadastral survey project and land settlenment
activities, it will rclate closely to besarrural and
BNF activitiecs and will rcceive technical and capital
assistonce from ILB and AID, and tcchnical assistance

The MNational Plaaning Council - plays a coordinating
role in the training of londuran tcchnicians abroad
and in the carrying-out of national agricultural deve-
lopnent plans; receives technical assistance from AID.

Increasing amount of BNF credit for production of food
crops and livestock from 37.5% in 1967 to $7% in 1970.
At the saunc time, the number of RIF small-farmer clicnts
will be increascd from approximatcly 10,500 in 1967 to

The provision of essential techmicul supervision for
ENF's small-farner loans will be increased from approxi-

Increasing the percentage of mediwa- and lony-term
1oans to iiF snall-faracr clicnts from approxinately

Total fertilizcer consuuption will be increcascd up to
100,000 tons in 1970, comparcd with approximately 50,050

Usc of improved sced (corn, beans, sorglum and rice)
will be increased to 20,000 quintales in 1970, coupared

7.

and training from the OAS.
8. ‘

Planncd Tarocts, Results and Outputs

1.

15,000 in 1970.
2.

matcly 1,000 in 1967 to 13,000 iu 1970,
3.

18% in 1967 to 605 in 1970.
4.

in 1967.
5.

with 6,000 quintales in 1867,
0.

Production credit will be provided to 7,000 snall far-
pers throush agricultaral cooperatives in 1974, coil-
parced vith procuction credit to 1,000 such faruers in
1967, (Gee PROP Froject No. §22-11-890-074.2).

LnmCLALST Y
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7.

10.

11.

12.

The anuual culving rate fov cows will be increasecd

to (0% by 1970, coupared wilh approximately 35% in
1967; mortality of calves undue one year of ape will
be reduced to 164 in 1970, compared with approximptely
25% in 1967; this will result in an estisated 305 in-
crease in slaughter of beef andmals in 1970 comparcd
with 19067,

Medium- and long-terw credit for livestock production
will result in an 8§00 pound marketable beef animal at
two ycuars couparcd to the sae weight at four ycars
of age in 1907. TLis should occur by 1870,

Central prain storage for food grains will be incrcased
by 25,000 tous by 1970; this will be accoupaniced by a
meaningful price stabilization progran for food grains
as sct fortih by SILECA of the CACi.

Up to 2,500 tons of grain-storage capacity will be
constructed by seven agricultural cooperatives by 1970,
No sucn grain-storage capaci*y cxisted in 1967. Fur-
mers will bLe given credit against warchouse receipts
issued for prain stored by the cooperative, assuring
thca of optinun prices for their produce.

Three central agriculture rescarch centers and five
sub-stutions will be in operation by 1972 and will be
providing additional basic inforaation on new and in-
proved varieties of food crops alony with new crops
to be grown for export im 1%75. Rescarch activities
in 1967 werc confined to the main experinent station
in Conayagua and three sub-stations. Information uas
available oun iuproved secd for corn, sorphum, beans
and rice, priaci;ally, and to a lesser exteat on po-
tatoces, mele s and citrus., This tarvet will be as-
sisted by a U.N. Special Fund project to be aduinis-
tercid by FAO,

The besarrural agriculture extension prozram of the
siinistry of lNatural lesources will expand its opera-
tions by addiang 30 new technicians to its field staff
by 1970, It will establish close vorlin: relations
Wit the ENF and the apricultural cooperatives in
order Lo provide tne nocessary technical guidance for
the respective prowuciion credit proorius,

UNCLAGETET LG
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13. wburing the 1965-1073 period approxiaately 62 credit
supervisors of the 24F and 3% desarrural extension
workers will be provided in-service ana short-course
training on farn Binagenent and iuproveg lending pro-
cedurcs for small faraers., 1In aadition, 1% agricul-
tural cooperative sanagers and 7 agricultural coopera-
tive extension worlers will receive in-service and
shiort-coursc training in credit fFor agricultural
cooperatives,

14, By 1973, 30 tecimicians sclected frou ficld staffs
of the BNF and Desarrural will have received B.S,
degrees in Apriculture under USAID and UNDP partici-
pant training propgraus.

The outputs described above will result in doubling of
production for up to 40,000 snall fariiers, thus nore than doub-
ling their net incowes in 1970 over 1967, At the sane tine,
it will have made active Coirsuniers of industrial products out
of these suall faruers, approxinately 25,000 of wlhich vere by
and large outside the donduran consumer narket in 1967,

With the considerable tecknical assistance beinyg provided
by tne 1oL and USAID, siruificsn inproveaent will result in
the following:

1. BNE organization, nanagement and operation;
2. Wwesarrural nanagenent and operation; and
3. Manageuwent and opcration in agricultural cooperutives.

Coqrsc of Action

The following describes the time scquences of steps to be
taken in order to achicve the project targets during the 1ife
of the project:

1. Capital Loan Paper forgs;million dollar loan to the
GOE to be subuitted to A/ by 1 June, 1968, Loan
approval expected by 1 July, 1963. Loun agrecaent to
be ratificd 1y Goil by 1 Septeaber, 1963 and loan dis-
burscaent to begin by 1 Octobier, 1268, foan funds to
be coupletely Craun coun by 31 veceaber, 1970,

2o Two USATH resident contract consultants, one g general

UHCLASSIEI LG
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livestoch advisor and the sceond a cooperative credit
advisor, to be on board to Legin dn-service training
to bNF, besarrurvel amd apricuitural cooperative tech-
nicians by 1 Septewiber, 1965. The services of these
resident advisors will continue through decenber 1871.
USALD short-ters contract advisors to arrive in lion-
duras as deterained by specific needs for short cour-
scs.  Tihey will includie the following:

4. Livestock genevicist - 1 nonth - 1968,

b. Improved pasture and forage production specialist -
2 months - 1968,

c. Livestock Jdiscasce control specialist - 1 wonth -
1968; 1 month - 1969,

d. Grain storage specialist for agricultural coopera-
tives - 3 months - 1968 and 1969,

¢. Soil fertility specialist, fertilizer demonstra-
tionis - 1 wonth - 196&; 1 wmonth - 1969,

f. TFar manageacnt specialist - 2 months - 1969,

g. OSuall agriculture industries: specialist - 3 months-
1969 and 1970,

During the yeurs 196S throuph 1971, approxinately five
louduran technicians vwill Le selected cach year for
acadewic training leading to BE.S. or .i.§. degrees in
Agriculturc ueder the USAID participent training prograa.

Through the Iirh loun agrecaent with the GOl threce
resident advisors are to be contracted by the GOil with
Iy loan funds. Tiese include:

a. A bank accounting advisor;

b. A banking organization and mapagenent advisor; and
c. An agriculture cvedit advisor.

khile the accountant is alrewdy ou boavd, the otiier

Lo agvisors sre cxpcoted to be on Loard by 1 Septeaber,
1803, iae sevvices of these tiwes cuasuliants will be

provided throusl uccentier 1969,

ULLLASSIEL LG
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4,

A UNDP Gpecial Twiid preject, "lrop woevelopment turou,n
Applica tcesearch saa dclonstration”, will be approveos
in June 1568, Tids project vitl be adainisterca by
FAO ¢of the U.h.  wesarrural will serve as the GO
counterpart apeucy for this project. The project na-
nager will be on board in late 1968 and specialists

in agriculturce marketing, soil fertility, plant breed-
ing, pasturce and forape crops, irrigatioa, tropical
crops, horticulture, plant discases and soil survey
will arrive in cardy 1969, Seclectiorn of l.onduran
teciinicians in the ficlds of irrigation, tropical
crops, pastures and forape crops, horticulture and
plant diseases will be sade in carly 1969; they will
be scnt abroad the same yecar for acadeuic training
leading to E.S. degrees in agriculture. During 1969
and 1970, approximately 24 lionduran technicians will
be sclected for acadenic training leading to B.S.
degrees in agriculture.

buring 1969 three central rescarch centers will bLe
sclected and cestablished. These rescarch facilitics
will be fully staffed by the UNDP project and iesa-
rrural by 1970, JFive sub-stations will be selccted
and steffed during 1970,

Tie BIF staff of loan supcervisor's consisted of approxi-
mately 50 agricultural technicians at the cud of 19¢7.
Up to 20 additional loan supervisors will be employed
by the DEF over tiie 1965-1970 period. In=scrvice
traiaing of BEF field staff will besin in 1968 and
continue throush 1970, Special short courses for BNF
ficla staff will coumence in carly 1909 and wvill con-
tiruc from tive to tiac throush 1970, Alony with in-
scrvice training of LNE field staff, up to 30 techni-
cians of Besarrural will receive in-scrvice and short-
course training alen; with nore than 50 LLF technicians.

Tiie stinistry of Natural Resources will enter into a
forual arvangenent with the BLF in 1968 in order to
provide technical supervision to BNEF small-faruer
clients., Jts budgzet will Le increascd to cnable it
to cunloy 25 additiona) ajricelture extensivnists in
Joud, Voo S0P will provide trassportation, offices
and coticr stpnort for thc 25 pesarrarcel catensioa
tecnpicing | R
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