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PROJECT AUTHORIZATION
 

(Amendment No. 1)
 

Republic of Honduras
Name of Country 

Small Farmer Organization
Name of Project 

Strengthening
 

522-0252.Number of Project 

522­.Number of Loan 


103 and Section 531 of the 	Foreign Assistance Act of
 1. 	 Pursuant to Section 

Farmer Organization Strengthening Project for the
1961, as amended the Small 


24, 1985. That authorization
Republic of Honduras was authorized on September 

is hereby amended as follows:
 

deleted in its entirety
a. Paragraph I of the authorization Is hereby 

and the following is substituted therefor: 

"1. Pursuant to Section 103 anid Section 531 of the Foreign 

amended, I hereby authorize the Small Farmer 
Assistance Act of 1961, as 

for the Republic of Honduras (the
Organization Strengthening Project 


not to exceed
 
Cooperating Country) involving planned obligations 

of 


Grant funds, subject to thefunds an(! t',500,000 in$8,500,000 in Loan 
with the A.I.D. OYB/allotment
funds in accordance
availability of 


local currency costs
 
process, to help in financing 	foreign exchange and 


life of project is eight years from the
 for the Project. The planned 


date of initial obligation."
 

hereby deleted in its entirety and
 b. Section II of the authorization is 


the following substituted therefor:
 

"II. The Project consists of Institution building, financial
 

The institution building entails
 stabilization and credit components. 

the
 

organizational development activities to enhance the managerial and 


(5) intermediary organizations and
 service delivery capacities of the 


needs of their constituents. The
 
their affiliates to address the 


farmer organizations
strengthen the
financial stabilization program will 


by assisting them to resolve accumulated financial 
problems to permit new
 

Technical assistance will be
 
to be channeled through them. 


provided to improve the managerial capacity of the organizations and to
 
resources 


furnish guidance in achieving 	organizational 
and financial
 

self-sufficiency. In addition, training will be included to upgrade 
the
 

skills and managerial capability of farmer
 organizational development 

Management of debt
 

intermediary organization officials and employees. 


cancellation and restructuring activities will be the responsibility of a
 

to be created for
an autonomous unit
Financial Development Fund (FDF), 


this purpose within the National Credit Union 
Federation (FACACH).
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The credit component will consist of short-term production
 

and medium-term investment credit that will he made available to
 
intermediary organizations which have complied with the project
 

participation criteria as established by the FDF.
 

The counterpart agency will be the National Directorate for 

Cooperative Development (DIFOCOOP), a dependency of the Ministry of
 

Economy charged with cooperative development. 

By the end of the fourth year, it is anticipated that 

approximately 55 affiliates will have been Included and approximately
 

6,000 small and medium sized farmers will benefit."
 

c. Paragraph 111.1 of the authorization is hereby amended to add the 

following terms: 

"l(b) Interest Rate and Terms of Repayment 

The Cooperating Country shall repay the Loan to A.I.D. in US 

Dollars within forty (40) years from the date of the first 
disbursement of the Loan, including a grace period of not to exceed 

ten (10) years. The Cooperating Country shall pay to A.I.D. in US 

Dollars interest from the date of first disbursement of the Loan at
 

the rate of (a) two percent (2%) per annum during the first ten 

(10) years, and (b) three percent (3%) per annum thereafter, on the
 

outstanding disbursed balance of the Loan and on any due and unpaid
 

interest accrued thereon."
 

"l(c) Source ano Origin of Goods arid Services (Loan)
 

Goods and services, except for ocean shipping, financed by A.I.D.
 

under the Project shall have their source and origin in the
 

countries which are members of the Central American Common Market
 

and in countries included in A.I.D. Geographic Code 941 except as
 

A.I.D. may otherwise agree in writing. Ocean shipping financed by
 

A.1.D. under the Project shall, except as A.I.D. may otherwise 

agree In writing, be financed only on flag vessels of the United 

States, other countries In Code 941 or countries that are members 

of the Central American Common Market." 

"l(d) Reimbursement of Expenses
 

Upon compliance tith the relevant Conditions Precedent to
 

Disbursement, A.I.D. may disburse Loan or Grant funds as 

reimbursement for eligible expenses Incurred subsequent to the date
 

of this authorization."
 

d. Paragraph 111.2 of the authorization, "Conditions Precedent", is
 

.,.hy gmended to add the following Conditions:
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f. 	 Prior to the first disbursement of the Assistance included in
 

to the Issuance by A.I.D. of documentation
Amendment No. 1, or 

to which disbursement will be made, the Borrower/Grantee
pursuant 


furnish to
will, except as A.I.D. may otherwise agree in writing, 


In form and substance satisfactory to A.1.D.: An opinion
A.I.D., 

of the Republic or 	of counsel acceptable toof the Attorney General 


Amendment No. I to 	the Agreement has been eulyA.I.D. that 
on behalf of, theauthorized and/or ratified by, and executed 

pBorrower/Crantee and that It constitutes a valid and legally 

binding obligation of the Borrower/Grantee in accordance with all 

of its terms." 

"g. Prior to any 	disbursement of Loan funds, or the issuance of
 

the Project Agreement 	for the floan,
any commitment documents tinder 

as the Parties may 	otherwise
the Borrower/Grantee shall, except 


in form and substance
 agree in writing, furnish to A.I.D., 


satisfactory to A.I.D., evidence that a trust account has been
 

the 48.5
established within 	qualified private banks to manage 


The Central Bank of Honduras will
million in Loan resources. 

the banks to manage these trust accounts through aidentify 

selection will be conditional
competitive process, and final upon
 

terms and conditions under which the banks

A.T.D. approval. The 


will 	manage these accounts and the criteria that will guide
 

, onlending of Project Loan resources will be
 Internediary access 


clarified in detail during Project implementation through the
 

issuance of Implementation Letters."
 

Paragraph 171.3 of 	the authorization, "Covenants", is hereby

e. 


amended to add the following:
 

the Project, capitalize the
 
"b. As counterpart assistance to 


the equivalent of
 Financial Development Fund (FDF) with a total of 


four years of Project life. These

419.8 million over 	the first 


resources will be transferred to the FDF at no cost and they will
 

stabilization of participating
be used for the financial 


intermediary organizations. Upon the request of the FDF and
 

approval of its Board of Directors, the Central Bank of Honduras
 

will disburse these resources to the FDF, which will in turn
 

utilize them for financial restructuring, recapitalization 
and/or
 

the purchase of Intermediary obligations from 
creditor
 

Institutions."
 

"C. Authorizes' the representatives of the public 	sector
 

to agree to
BANADESA, DIFOCOOP, INA, etc.)
institutions (i.e., 


negotiete with the 	FDF the sale of outstanding obligations of
 

participating Intermediary organizations at below 
the book value of
 

following conditions prevail:
those receivables, 	where the 
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(i) The delinquent loan receivable can be demonstrated to
 

have been caused by acts of nature, insufficient production
 
resulting from Inapproplate technology, unstable markets or
 

other factors outside the control of the cooperatives' 
directors, management or membership. A delinquent receivable 

shall not have been caused by misuse of funds by management 

or unjustified menmber delinquency; 

(it) The cooperative's Board of Directors has approved 

implementation of management reforms recommended by the FDF; 
and
 

(tit) An economic feasibility study has demonstrated that the 
cooperative can become a significant provider of productive 
services to its members and become financially sound, If the 
organization has beon restructured." 

"d. Create a special trust account within BANADEqA which will be 

capitalized by the resources that have been transferred to the Bank 
to finance the region,il cooperative "models" created under the 
Agricultural Sector 1I Program (i.e., CRE11SUL, Fruta del Sol, Maya 
Occidental, 20 de Marzo, and COIlORSIL), and their Cooperative Union 
(UNIO(OOP), Including all loan balances, accrued interest, and
 

undisbursed resources. Furthermore, this trust account will become
 

the depository of all resources received by BANADESA from the FDF
 

as a result of debt retirement of the delinquent portion of the 
Agrarian Reform Trust Account portfolio. The terms and conditions 

for all new lending from this account and fe' intermediary access 

will be clearly defined in the Trust Account )ntract to be signed
 

between the Bank nd the Ministry of Finance."
 

"e. Ensure in form and substance acceptable to A.T.D. that the 

National Credit Union Federation (FACACH) has provided a Delegation 
of Authority to the Financial Development Fund (FDF) that will 
permit it to operate with complete autonomy. This will include the 

authorization to allocate stabilization resources, contracting of 

personnel, administration of Project assets, provision of 

operational support grants, and pre-approval of loan applications. 

This contractual relationship will be reviewed by A.T.D. on a 

semi-annual basis. If it is found that the Delegation of Authority 

is not supportive of effective Project Implementation, the 
Government of Honduras covenants to take whatever actions are
 

necessary for tije continuation of FDF activities."
 

"f. Project Evaluation. The Parties agree to establish an
 

evaluation program as an integral part of the Project. Except as
 

the parties otherwise agree in writing, the program will include, 
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more points
during the implementation of the Project and at one or 

(a) a baseline 	study of initial Project participants;
thereafter: 

(h) evaluation of progress toward attainment of the objectives of
 

or
the Project; (c) identification and evaluation of problem areas 


constraints which may inhibit such attainment; (d) assessment of
 

how such information may be used to overcome such problems In this
 

or other projects; and (e) evaluation, to the degree feasible, of
 

the overall development impact of the Project."
 

2 The authorization cited above remains in force except as hereby amended.
 

rector
Signature: _.arl	_eonard__Actingsn_ 


Carl 11.Leonard, Acting Miss -on--Director
 

Date:
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T. Project Background
 

A. Introduction
 

In September, 1985, USAID/H signed a Project Agreement .uith the GOH for the 

Small Farmer Organilzation Strengthening Project (522-0252), a major new effort
 
designed to strengthen farmer associations to permit them to serve as channels 

through which productive resources (e.g., credit, entrepreneurial skills, 
technology, etc.) could be provided to small farmers throughout the country. 
The original design of the Project included a mix of technical and operational 
support, credtL, and financiat stabilization resoutrces with a total funding of 
$16.0 million In DA. grant and loan resources and 319.8 in GON counterpart, 
which would come from the iLUonomnc Stabilization Fund Program. 

In principle the GOli was In agreement TAith the need to strengthen the five 
intermediary organizations Initially selected as potential Project 
participants (t.e., FACACH, FEHCOCIAL, UNIOCOOP, FECORAHI and ANACH) to increase 
their ability to deliver services to their members; however, the Government, 
despite tnitial indications of concurrence, ultimately came out against the 
creation of a "new" institution to effect the financial stabilization of these 

organizations. For this reason, a much reduced Project Agreement was signed 
in September, 19V,. Including $1.4 million In D.A. Grant resources and $1.75 
million in (,OB counterdart. The Agreement also provided for the creation of a 
Technical Comnission (consisting n17 representatIves from the Ministry of 
Finance & Public Credit, the Ministry of Economy, the Central &ank of 
Honduras, the Credit Union Federation, the Private Banking System, and A.I.D.) 
which would design the financial mechanisms to be used to restructure the debt
 
of participating organizations and to channel new resources to them. 

B. Progress to Date 

The Tech,-!cal Comnlsslon began work In January, 1986, and a series of fifteen 

working sessions have taken place since that time. Concurrently with the 
creation of the Commission, a decision was also taken to limit disbursement of 
Project resources (grant and counterpart) until agreement was reached on the 
financial mechanisms due to their importance to the institutional development 
process. Upon the successful conclusion of the design work of the Commission, 
the intent of the Mission and the GOHl was to amend the Project, increasing 
funding levels to their orlglnal totals and extending the PACD of the 
Project. The Technical Conission has now completed the design of a viable, 
technically-sound mechanism to address the financial difficulties confronting 
rural intermediaries, and this Amendment to the Project both describes and 

affirms the original design and the level of effort and funding. 

II. Amendment Description 

The purpose of this Project Paper Amendment Is to ensure the establishment of 

a viable system for channeling productive resources (e.g., credit, inputs,
 
technical assistance and marketing) to enhance small farmer production and 
prod,,ctivity. This objective will be accomplished by stabilizing and 
strengthening existing small farmer organizations to make them efficient 

conduits of the required services and inputs. After a considerable amount of 
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as a result 	of a prior committment by
time in negotiations with the GOH and 


the Honduran Government for the implementation of this Project, it is a
 

propitious time to go forward with this Amendment.
 

financial stabilization components
This Amendment will add the credit and the 
the Project. Theto the institution building process that Is the focus of 

Institution building will entail organizational development activities to 

delivery capacities of the Intermediaryenhance the managerial and the service 
organizations to address the needs of their constituents; and, a financial 

the farmer organizations by assisting themstabilization program to strengthen 
to resolve accumulated financial problems Lo permit new resources to be 

channeled through them. Technical assistance will be provided to Improve the 

managerial capacity of the organizations and to furnish them guidance In 

achieving organizational and financial self-sufficiency. In addition, 

will be included to upgrade the organizational development skills andtraining 
of farmer Intermediary organization officials andmanagerial capability 

employees. 

the Technical Commission will consist ofThe stabilization elemenL designed by 

a program of financial normalization through the use of a complex mix of 

Include the possible liquidation offiscal strategies. These strategies 
of non-performing assets; and efforts atintermediary affiliates; elimination 

debt restructuring or a rescheduling of outstanding obligations by utilizing 

tools (e.g., debt moratoria or forbearance, deferralall available financial 
of principal and interest, consolidation of creditors, loan guarantee's, 

of this element is to facilitateequity participation, etc.). The Intent 

where possible the cancellation of intermediary outstanding debt while 
foster Institutional growth.providing for the injection of new capital to 

Management of debt cance lat ion and restructuring activities will be the 

Fund (FDF), an autonomous unit to be
responsibility of a Financial Development 


for this purpose with'n the National Credit Union Federation
created 
a Board
(FACACI). The Fund will rest ;n the private sector, will be guided by 

of Directors made up of eminent representatives from the COil and the Honduran 
authoritybanking and agricultural communities, and will have final approval 

of the Project.over the distribution and use of th, financial resources 

The credit component will cons ist of short-term production and medium-term 
to intermediary organizationsinvestment credit that will be made available 


which have complied with the project participation criteria as established by
 
will be
the Financial Development Fund. The short-term production financing 

r.de available to constituents of qualified participating intermediary 

or near market rates of interest. The credit mechanism willorganizations at 

be created to ensurn qualified intermediary access to financial resources for 

production and inventment. Specifically, the Central Bank of Honduras (CBH) 

w.ill create trust accounts for wholesale lending to be managed by the FDF and 

will employ 	strict
by selected 	private banks. These trust accounts 


criteria for lending, promote the capitalization of the
gitgtbility 

and loan guarantee
-:atermediary, and explore the use of new collateral 

will be disbursed using the same:aechanisms. Medium-term investment resources 

, :'hanism. However, a determination of interest rates will await the
 

,1 -fon of an in-depth policy analysis to he undertaken by an AII)/W and
 

;/1 Special Commission.
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The counterpart agency will be the National Directorate for Cooperative
 
Development (DIFOCOOP), a dependency of the Ministry of Economy charged with 

cooperative development. DIFOCOOP will monitor overall Project progress;
 
program training activities; review the FDF's funds, operating plan and 

budget; and support the establishment and operations of the FDF by providing 
technical assistance to participating intermediary organizations. 

Implementation of this amended Project will be guided by a controlled
 

expansion strategy. In the initial stage activities will be focused on the
 
institutional modification, at the national level, of five intermediary 
organizations -- the Union of AgrIciltura] Service Cooperatives (UNIOCOOP), 

the llonduran National Credit Union Federation (FACACH), the Honduran 
Federation of Coffee Cooperatives (FEHCOCAL), the Federation of Agrarian 
Reform Cooperatives (FECORAH), and the Honduran National Association of 
Campesinos (ANACH). As each of these organizations adopts the policies and 
procedures necessary to participate in the Project's debt restructuring and 
credit elements, institutional rationalization efforts will shift to the 
intermediary's ffillates. 

Only a small number of affiliates of a given organization will be treated at 
any one time. The treatment Intervals will be for periods of six months. 
Once the first set reaches Institutional stabilization, a second set will be 
assisted, followed In turn by subsequent sets. The number of affiliates will 
gradually increase over the life of the Project and, by the end of the fourth 
year, it is anticipated that approximately 55 affiliates will have been 
included.
 

By the end of the fourth year, the beneficiaries of the Project will be 

approximately 6,000 small and medium sized farmers who are members of the
 
intermediary organizations. These farmers are characterized by meager per 

capita incomes, low educational levels, poor living conditions and inadequate 
caloric Intake. They will receive the benefits of the improved agricultural 
service system, which, in turn, will contribute to increased farmer incomes
 
and improvement in the quality of life. 

The amended Project will last a total of eight years, including the initial 

year of FY86. It wlll be funded for a four year period and at a cost of $35.8 
million. The A. i.D. contribution for the initial funding period will total 
$7.5 million in D)evelopment Assistance Grant and $8.5 million in Development 

Assi3tance Loan. This will be complemented by a GOH contribution of *19.8 
million in Economic Support Fund (ESF) local currency. 
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Components 


I. Organizational
 

Development 


2. Financial Stabilization 


3. Credit 


Sub-Total 


Contingency 


Total 


- 4-

Figure 1 

Summary Project Budget
 
US$ (000)
 

A. I. D. 
Grant Loan To ta I 

7,444 7,444 


- 8,000 8,000 


7,444 8,000 15,444 


56 500 556 


7,500 8,500 16,000 


Host Country_
 
GOB Total
 

5,667 13, 111
 

12,637 12,637
 

- 8,000
 

18,304 33,748
 

1,500 2,056
 

19,804 35,804
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A. Conformance with A.[.D. Policy 

The Project directly responds to tie three principal recommendations of the 

National Bipartisan Commission on Central America for accelerated rural 
development. These ar,-: 

1. 	 increased economic support for cooperatives; 
2. 	 the provision of financial resources to supplement credit and 

investment programs; and 
3. 	 increased emphasis to be placed upon equitable access to land,
 

titling, and related land reform issues. 

The Project is directed at strengthening rural intermediaries, and 
particularly agricultural cooperatives and other similar institutions 
providing services to small farmers. It will provide credit to finance 
short-term production requirements and medium-term investment in the 
agricultural sector. Finally, the beneficiaries of the GOH agrarian reform 
programs are among the target group of potential project participants. The 
institutional development efforts Lo be undertaken with the agrarian reform 

farmer associations are designed to consolidate their achievements to date and 
to assist them In providing more effective services to their members. This 
provision of services will result in increases In member productivity and 
incomes, and will enhance land tenure security and further investments within 

the sector. 

The proposed Project conforms to the Kissinger Commission/Jackson Plan 
recommendations on agricultural development and the A.I.D. Policy 
Determinations of Food and Agriculture, Private Sector, Institution Building 
and Credit. As recommended by the Kissinger Commission and the A.I.D. Policy 
Determination of Food and Agriculture, the Project will increase food 

availability through heightened production and enhanced productivity. In 
consonance with the A.I.D). Private Enterprise and Institution Building 
Policies, the Project will concentrate Its resources on the development of 
private sector entities, the farmer organizations that service the small 
farmer target group. in additlon, it will finance the creation of a 
completely private Financial Development Fund (FDF) that will guide the 
institutional and financial stabilization processes of the intermediaries. 
Finally, in line with the Agency's position on credit, the Project will 

utilize monies for lending to farmers in a way that supports the expansion of 
institutions (farmer intermediary organizations) that effectively mobilize and 
allocate private, tndtgeneous financial resources.
 

B. Relationship to USAID Country Strategy 

The USAID country strategy Is designed to support Honduras' development
 
goals. In the short-term, the Mission's objectives are to foster economic 

stabilization and promote growth with equl ty to improve the standard of living 
of the country's poor. To stabil ize the economy, the USC is providing 
significant levels of balance of paymet support. Economic stabilization will 
be brought about through GOH implementation of Important macro-economic 

policies to correct th'e existing desequilibria, while simultaneously creating
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a sound basis for a long-term export-oriented expansion strategy. To this 
end, the Mission, through the JEWG, is encouraging the GOI to develop improved 
policies that govern tax collections, budget expenditures, foreign exchange 
markets and credit management. 

The Mission's strategy for improving the standard of living of the Honduran
 
poor consists of a multifaceted program addressing a linked series of sectoral
 
specific problems. The goals for the agricultural sector include increasing 
the incomes and improving the living conditions of the rural poor, increasing
foreign exchange earnings generated by the agricultural sector, and, 
preservation and enhancement of the natural resource base. To achieve these 
goals the Mission is focusing on: (1) Increased productivity and 
diversification of the productlve base Into export crops and livestock 
enterprises; (2) secure access to resources (land, water, capital and modern 
technological inputs) to Improve productivity; (3) development and diffusion 
of improved production technologies; and (4) an upgrading of the human 
resource base. Progress toward attaining these objectives has been made with
 
the current USAID/Honduras agricultural portfolio. For example, the 
Agricultural Research Foundation Project is developing the basis of new 
technology development. The Land Titl [ng Initiative Is facilitating farmer 
access to cultivable terrain. The Small Farmer Coffee effort is contributing 
to the promotion of an export commnodity. Finally, the Rural Technologies 
Project is developing and dlffusing improved farming equipment and practices. 

in addition, the Mission has had success working with Honduran intermediary 
institutions in many of its projects, and particularly where credit activities 
have been included. Several examples of these projects are as follows: 

1. Under the Small Farmer Coffee Improvement Project, initiated in 
1981, a total of 2,813 loans have been approved by participating banks (i.e., 
three private and one public hank) with a total value of 18.7 million. To 
date only a portion of the nur ;ery loans have matured, but loan repayments are 
above 98 percent. Principal reloymeiits on rehabilitation loans will not begin
until the 1985/86 crop year. it should be noted, however, that interest 
payments (due each year) have a recovery rate of greater than 95 percent. 
E'Arly in 1984, the principal lending institutions and cooperatives sought 
several changes necessary to effect an expanded program through intermediary
oeganizations. The goal of this action was to reduce administrative costs 

while expanding credit coverage and extension outreach capabilities. This new 
mechanism became possible only when the Interest spread was modified to permit 
iiiermedlaries sufficient income to cover costs and risks. 

2. The Mission has been working with the Federation of Savings and 
Credit Cooperative Associations since 1981 In an attempt to design new 
sLrategies for cooperative lending progranms in rural areas. Although this 
rederation has encountered liquidity and delinquency problems, it has 
successfully Implemented a pi lot: domestic resource mobilization program among 
It- of its affiliates. These affiliates substantially increased member 
s ings and deposit accounts and lessened their dependence upon external 
Ftederation resources. 
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3. The BANADESA trust account which has been used to finance the 

four model regional agricultural cooperatives created under the Agricultural 
Sector II Program, has resulted In effective agricultural lending practices in 
which the intermediaries have demonstrated their ability to manage both 
locally generated and external resources. These four cooperatives are 
utilizing 33.5 million to finance the production of 1,600 small farmers on 
9,600 acres of land. More importantly, these 'ooperative intermediaries have 
effectively controlled loan delinquency (e.g., less than 10 percent) and have 
mobilized approximately '350,000 in member paid-in capital. 

This Small Farmer Organization Strengthening Project will be the lynch-pin in 
a series of new initiatives that will cement the agricultural program into a 

coherent whole and also further the progress made toward the realization of 
sector goals. Managerially sound farmer organizations will provide the 
vehicle for channeling the needed productive resources to small farmers 
thereby Improving their incomes and quality of life and enchancing their 
participation In the national economic mainstream. 

QT. Project Description 

A. Problem
 

Agriculture Is and will continue to be the most Important sector of the 
Honduran economy. At present It :'" wctly contributes over 30 percent of the 
GDP and is responsible, indirectly, for an additional 20 percent through the 
relationship of food cormodities to industry and manufacturing. The sector 
accounts for two-thirds of the foreign exchange due to exports and employs 
over 60 percent of the country's economically active population. While the 
agricultural sector has the human and physical resource base to generate 
sufficient food to satisfy both domestic demand and provide a surplus for 
export, increase small farmer income, and contribute significantly to growth 
of the economy as a whole, a complex of Impediments severely constrain 
realization of Its potential. Critical among the Impediments is the extremely 
limited access of the vast majority of farmers to the factors (e.g., credit, 
managerial expertise, technology, and markets) needed to increase productll 
and product ivity. 

This limited access Is, In turn, reflective of the deficiencies exhiDited in 
the system which currently exists for delivering services to the producers. 
For example, the Ministry of Natural Resources is responsible for providing 
extension services for the entire country. A review of the status of its 
operations clearly indicates that an undermanned, deficiently trained 
technical staff, and serious budgetary and logistical support problems, 
combine to severely constrict its outreach capability. The Mission's best 
estimates suggest that less than 15 percent of the country's farmers are 
receiving assistance from the public sector extension service. 

The Honduran Institute for Agricultural Marketing ( IHMA), a semi-autonomous 
dependency of the Ministry of Natural Resources, Is charged with the 
responsibility of orchestrating t, sale of basic grains. In spite of 
continued support from the National Government and international donor 
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organizations throughout its existence, IHMA's performance has been far below 
par. Grain storage capacity is woefully deficient and product quality control 
standards are virtually non-existent. Equally important Is the fact that 
payment procedures are extremely bureaucratic and drawn out, often resulting
in depressed price settlements with the growers. It is accurate to say that 
IHMA enjoys little credibility among the producers who frequently opt for
disadvantegeous arrangements with Independent buyers (coyotes) rather than 
confront the inefficiencies of cumbersome public sector bureaucracy. 

Finally, as noted above, BANADESA is Involved in the provision of significant
credit resources. Yet, through a combination of factors, including a bloated 
bureaucracy and political influence in decision-making, the Bank has had 
limited success in reaching the small farmer population. it is generally
recognized that not more than 5 percent of growers In the country have benefit 
of credit recources. 

B. Amendment Components 

1. Institutional Development 

This Amendment will support a major effort to upgrade the administrative,
 
management, planning 
 and capital formation capabilities of the farmer

intermediary organizations. it will also facilitate an expansion of the
 
service delivery abilities o[ the Intermediary affiliates' to address the 
access problems which have inhibitd the growth and productivity of the 
agricultural sector. in addition, a stabilization component will inject new
capital into these intermediaries ti) provide for financial stability while the 
institutional strengthen'ng process Is underway. This institutional 
strengthening effort will. he supported by substantial technical assistance to 
enhance the management skills of Project participants, and eligible
organizations will eventually be provided access to additional financial 
resources (i.e., both debt anu ,quity financing) to stabilize their affiliates 
and to promote investment and production opportunities within the sector. 

Five national intermediary organizatlons, representing large numbers of small­
aad mediur-size farmers, have been identified as possessing the ability to 
become effective resource delivery channels and of providing a viable 
alternative to the presently less effective GOH programs in the rural areas.
 
uring the intensive review conpleted In 
early 1985, all five were analyzed 

to: (1) identify overall economic potential of each; (2) evaluate service 
delivery mechanisms; (3) analyze financial and Institutional structures; (4)
outilne the potential for new services; and (5) Suggest policy and operational 
changes required for enhanced del ivery of services. While they hold promise
for providing a viable alternative to the ineffective existing piblic sector 
system for delivering services to farmers, all the organizations were
eucountering different degrees of structural and financial difficulties. 
Since the completion of the review and due to a lack of remedial actions, the

I .;,ricial and operational s itu t I ots of these intermed iar es has cont inued to 
o,:_eriorate. The treatment of these diffI culties will req u ire a mix of
financial and technical support unique to each organization. 
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The intermediaries participating in tie Implementation of this amended Project 
are analyzed below. They are representative of both the cooperative movement 
and the peasant associations existent In the country. The older institutinns 
(e.g., the Credit Uni on and the Coffee Cooperative Federation's) will requili!
organizational changes, modifications financialqaI icy and stabilization.
 
They do possess professional personnel and are accustomed to using
 
businesslike practices tn their operations. Nevertheless, their policy and
 
service 
delivery programs have nor kept pace with an Increasingly difficult 
economic cl imate. The newer organizations (e.g., the cairpesino associations) 
are less familiar with economically--sound service delivery, and will need a
 
more complete institutional development effort to introduce policies and
 
programs to revamp their organlza tional structure, thereby enabling them to
 
more effectively provide their constituencies with the required services. It
 
is the Mission's judgement that the revitalization of these organizations is
 
the most expeditious way of reaching the Honduran small farmers, 
 both those 
growers who are currently members of cooperative or association affiliates, as 
well as independent producers who once attracted by the success of the 
Project, will join one of the e.isting movements. 

2. 	 Participating Organizat ions 

The Honduran cooperatlve movement hegan in the early 1950's and has grown
slowly to a present total of 771 cooperative organizations legally registpr ,,
 
by the Government. 
 These cooper,.1 s provide services to approximately

113,000 londurans. They oporate In both the rural 
and the urban areas of the 
country, and are actlye In agriculture, savings and credit, forestry, housing,
transportation, industr'ialization and fishing. The agricultural sector is the 
largest component of the cooperative movement --- accounting for more than 50
 
percent of the existing organizations. The cooperative intermediaries
 
identified as possesstng the potential for inclusion 
 In the Project are the
 
Honduran National CreditL Union Federation (FACACH); the Honduran Federation 
 of 
Coffee Cooperatives (FFH(lnCAL) and the hion of Agricultural Service 
Cooperatives (UNIOCLOP). 

a. 	 The Federation of Savings and Credit Cooperative
 
Associations (FACACII)
 

In terms of capttal and total membership, the Credit Unions af fi liated to 
FACACH are the most Important cooperative organizations In the country. This 
national credit union system currently serves more than 39,000 individuals and 
over its eighteen year life, the Federation has evolved Into an association of 
89 affiliated credit unions with assets totalling L 19.2 million (U.S.$ 9.6 
million). Figure 2 shows the Honduran union 	 growthcrelit movement's in key
membership and financial indicators for the 1966-1984 period. 
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Figure 2 

NATIONAL CREDIT UNION DEVELOPMENT INDICATORS 

(Monetary Data in Thousands of Leinpiras) 

1966 1970 1975 1980 1984
 

Affiliated Credit Unions 
 10 110 110 91 89 

Members 9,921 24,500 29,797 36,645 39,104 

Share Savings 1,076 8,334 14,306 34,590 45,750
 

Deposit Savings 
 0 0 0 3,767 7,155 

Loans Outstandings 767 10,499 15,985 38,052 50,388 

Total Assets 2,208 11,666 19,846 48,426 NA 

FACACH
 

Shares 5 134 953 2,637 2,567 

Deposits 
 0 0 85 583 1,304 

Notes Payable 10 1,132 3,867 7,805 9,052
 

Loans Outstanding 
 1,058 4,899 10,076 11,310
 

Total Assets 32 1,661 
 6,014 15,600 19,182
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This debt was absorbed awd refinanced with the Honduran Coffee Institute
 
(IHCAFE) over a 15-year period at a per annum interest rate of 7 percent,
 
resulting in an annual debt payment of approximately L 1.25 million. To avoid 
endangering the stability of the banking sector and to maintain an important
 
cooperative entity, the Government decided 
to have the Federation absorb the 
losses of its affiliates rather than declaring the sector bankrupt. While the 
reasons for this decision are understandable, the debt servicing obligation

placed upon FEHCOCAL constltuted a significant cost-added to every bag of 
coffee processed. This, In turn, conLributed to the deficit operations of the 
Federation and its inability to provide the much needed assistance, both 
financial and technical, to the affiliates. A sliniliar deficit financial 
situation exists among the majority of the cooperatives under the FEHCOCAL 
umbrella. During the 1984/85 crop cycle, the Federation again incurred severe 
losses on its marketing operations, and in November a consortium of private 
banks acquired control over management decislon-making. In the 1985/86 cycle,
this external control reduced export operations by approximately 75% and 
almost entirely eliminated any services provided to affiliates. More 
seriously, however, the private bank intervention has not succeeded in 
reversing the financial deterioration of the Federation and additional losses,
again resulting from bank-financed price specuilaitlon, have resulted from its 
1986 export operations. 

The Federation's affiliates also experience organizational, policy and 
management problems in addition to their debt obligations. These difficulties 
are directly attributable to antiquated administratlve structures and 
deficiencies in the quality of professional management which, in turn, 
constrain FEHCOCAL's capacity to attend to the needs of Its constituents. The 
recent decline In coffee product ion, attributable to the entry of "coffee 
rust", Is an example of the negative Impact which the Federation's limited 
technical capacity has on its members. The absence of technical assistance is 
retarding farmer ability to iesolve the disease problems which are 
contributing to a decline In p-oduction. The decrease In yields is making it 
more difficult for the growers to generate the Income needed to repay their 
outstanding obligations. 

The institutional analysis of the Federation and its affiliates completed 
during the 1985 intensive review concluded that FEHCOOAL. has the potential to 
become a viable vehicle for prov is Ion of Intermediary Services. Indeed, prior 
to the financial losses Incurred In the 1970's, it was one of the few 
dependable sources of servic.s available. At this tine, however, a series of 
fundamental changes must take place , First, the financIal situation of the 
coffee cooperatlve sector is severely constraining its operations. The 
Federation and its affiliates require greater amounts of working capital to 
Increase the volume of coffece irrha s',d from members. Second, the drying 
capacity of the Federation Is less than adequate, resulting In greater costs 
of transportation and lower quality coffee. Accordingly, the drying capacity 
of the Federation must he Increased, s torage capability cxpanded, and 
pucessing costs lowered to Improve price nompetitivenes,. Third, coffee 
storage facilities mnust he improved and qi.lllflFed as "authorized warehouses" 
h' the GOH. If taken, this Tieasuire wi II result In an Increase In the 
ol rterly export quotas assigned to the coopera t ives and, by extension, to the 

,,up - FEIICOCAL. it will al no help rat lonal Q. the marketing 
! 'ii natl e or reduce specuilit In" among the cooperat ives, and Increase 
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Sthe amount of credl t :availabil ity. Fourth, agronomic technical assistance
 
mt -be furnished to producers Ito increase yield,,- and' to provide themwt h
 

technology needed, to inhibit 'or slow'the en r4th asess scfeet the 


rust.Ffh 	 e4hila,eertise is necessary to assist the Fe deratIon to 
re formula te its operational 'policies and rest"Iructure' its adminis trativepp'eA~ieseji.ti-al_ _re orm area _iselte.. 

i: participation~ in bo th the cooperatives'and in the Federation. Thi~s lack of 
*~ntai'ly' generated capital 'has created. an excessive leveraging of 

cooperative financ, has weakened the essential "user-ownership" relationship 
that characterizes successful cooperative enterprises, and has reduced the 
profitability of operations in general. Additionally, the Federation does not 
possess a credit analysis capability, an obvious necessity if it i~s to 
continue to provide financing and loan guarantee's to its affiliates, and 
support their efforts at providing resources to their farmer members. 

C. 	 The Union of Agricultural Service Cooperatives 
(NTO -O)-6p 

The Union of Agricultural Service Cooperatives is a newly formed (April 1985)
 
* central service organization consisting of the four' "model" regional
 

agricultural cooperatives supported by USAID/H under the Agricultural Sector 
-Il:Program. Creation of the model regional coops was an experimental activity 
designed to demonstrate the feasibility of establishing autonomous, 
agricultural entities possessing I.e managerial talent necessary to
 
efficiently provide production services (i.e., input supplies, credit,
 
technical assistance and marketing) to significant numbers of small farmers 
while utilizing operational policies which are consistent with the attainment 
of economic self-sufficiency. Since 1981, this initiative has successfully
 
introduced a businesslike cooperative "model" into four (4) regional 
agricultural service cooperatives. These organizations are unique in their 
strict adherence. to business-oriented operational policies, emphasis upon 
member capital participatl.6n, professional management, and success in grouping*
 
together small independent farmers and agrarian reform units within a single 
enterprise. 

Tw.o of these cooperatives began as organizations providing services to small, 
basic grain producers. Efforts are currently underway to provide expanded

-marketing assistance and small-scale. processing, introduce new technology 
packages to increase farmer productivity, and diversify member production into
 
more profitable non-traditional crops where feasible. Total membership in
 
these two cooperatives Is approximately 1,400 farmers. The second pair of
 
cooperatives are export-oriented enterprises, producing non-traditional crops 
(primarily cantaloupe and Cucumbers) for the U.S. winter market, and 
membership totals approximately 200 farmers. In combination, these four 
cooperatives provide services to 1,600 farmers, finance the production on 
9,600 acres of land, possess a total member-contribulted capital of $350,000, 
and are utilizing L 7.0 million in production and investment credits.
 

The Union (UNI00D0P), was created to channel continued assistance to these 
four geographically separate cooperatives, and 'to provide a mechanism 

http:participatl.6n
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through which other similiarly organized cooperatives may also affiliate and 
obtain services. The functions of the Union include: 

(1) 	provision of central purchasing and contracting services for
 

supplies, agricultural inputs, transportation, equipment, etc. and 

providing marketing assistance, broker representation, etc.; 
(2) 	service as a communications center capable of providing affiliates 

with marketing, technical and financial Information; 
(3) 	 execution of perlodic audits of the financial records of the
 

coo perat ives;
 
(4) 	 facilitation of actions required to obtain import/export permits, and 

arranging for all other lIcenses and documentation; 
(5) 	 provision of liaison services among the cooperatives and between the 

coops and the GOH, private Institutions and International agencies; 

(6) 	 arrangement of trainung and tLachnricaI assistance activities; and 

(7) 	provision of financing and/or assuming equity positions within its 
affiliates to resolve short-term financial problems and to promote 

their continued devlopmcnt. 

An evaluation of this cooperative development effort was completed during the 

1985 intensive review. The research Identified a seeries of management and 

fiscal problems that are atfectIrg tle ability of these four cooperatives to 
become independent, self-supportlng iWtermdiirlies. The two export-oriented 
groups experienced a disastroils airiKting cycle in early 1985 which resulted 

in a severe financial setback. The evaluation revealed a complex of factors 
(e.g., unprecedented early entr ne oF exiCo Into the U.S. winter fruit 

market, unusual inclement wea tir I ni the U.S. whiclh frustrated produce 
delivery, aid poor iw nagmenL:) tha, Cnt rbutie to the economic reversal. 
However, the evaluati on furrther pointed out. that all four organizations have 
adopted sound financial grey h poltcle.-, have Implemented appropriate 

management systems and are pr. ,ily , relatively adequate range of quality 
services to their constiturents. The ,c result of these policles and actions 

is that productivity il ICi ngl members has Increased. Muchon-farm of rug 
sumllier marketing loss es were again I ncuCrr(ed during the 1985/86 cycle, and it 

i.s become apparent that great.er 'tiefr an crop diversificacion and;s 
e.x perimentation mus, be undertatken WoInrm aidditional credit is provided to 

small farmers of non-traditional *.:pouc crops, particularly given the high 

inrvestment costs per antZAna,' and the vi attle and high risk U.S. winter market. 

rhe Mission judges that the diflt.cul.i cc. ; ,illumt ered by the two export groups 
in tie recent marketing cyrci,, whi le 'omrpr isling a hard "lesson to be learned", 

provide a valuable base for charting a cc roet i.. course of action for the 
future. Although tie advances tWe noops have madd to date are significant, 
the evaluation clearly indicaedtheLi th.ere Is room for further Improvement. 
For example, to fac iLate tire anmaeieot pl1annlug process, a mechanism to 

track participant yield and podi"i iV t IL requires an upgrading of the 

extension cadre and the intrlu,' I ,-H i eRl ng services. Financially, all 
'.I cooperatives mu t ,xpa ti - .,olm, , I their operat ions, particularly 

those income generating ;arvice', (e.g., I uIIt supply, (:redit and marketing) 
which will enable them to at tain coner IC s i -surffciency. Although the two 
b.c gCrai n-orlented cooperatives in'tr atively stable, serlous finanlal 
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problems exist within the two agro-export organizations. Both will Yequire a 

new infusion of capital to continue operating. With some modification in 
their operating policies and the assistance to be provided by the Project, rhe 

two basic grain-orented cooperatives will attain economic seit-su[ficlenvv In
 

the near future. Even though the financial stability of the two export 

commodity coops is mcre distant, it Is the Mission's opinion that with the 
inputs of this initiative, they will achieve self-sufficiency by the end of 
the four-year funding period. 

In addition to cooperatives, Honduras is unique in Central America because of 

the large number of poUtically active and relatively well-organized peasant 
associations. Estimated membership of the three major peasant organizations 

is approximately 55,000 Individuals, and another 20,000 are members of
 
numerous smaller associations. Although the primary goal of the peasant 

organizations has been that of defending the rights of agricultural workers to 
gain employment end to possess land, effective provision of economic and 

social s rvices are considered by the leadership to be crucial to 
organizational success. In general, these Institutions have been relatively 

successful 
production 
beyond their 

in 
and 

c

obtaining land, but 
marketing programs 

apacity. 

development 
for their c

of effective 
onstituencies 

commodity 
has been, to date, 

d. The Federation 
(FE CORAH) 

of Agrarian Reform Cooperatives 

FECORAH was organized in 1974 and ts the only peasant association possessing 

legal recognition under the llonduraA CooperatLive Law. FECORAH's affiliates 
consist of about 200 cooperatives and pre-cooperat ves (i.e., collective 
farming units) and total membership Is estimated at 6,000. The Federation was 

created to assist agricultural cooperatives spawned by the GOH Agrarian Reform 

programs, and its affiliates follow the precept of collective agricultural 
production and ownership. During its initial years, FECORAHI received 

substantial support from the COH, including operational subsidies from the 
National Agrarian Institute (INA), to finance service to membership 
initiatives. In spite of this, it has not been able to develop the Fervite 
programs nor the income mechanisms which would ensure eventual independence. 

In an attempt to enact Income generating activities, FECORAH organized seven 
Regional Service Centers throughout the country. Only three, however, are 

operating at this time and they provide a limited range of services to 
affiliates.
 

The analysis of FECORAH conducted during the 1985 intensive review indicated 

that, to the extent that the Federation has been able to obtain support from 
the COH (e.g., the National Development Bank, the National Agrarian Institute, 

the Ministry of Natural Resources), it has been effective. However, severe 
limits on financial and human resources and an overdependence upon the GOH 

have inhibited FECORAHI from taking steps to obtain self-sufficiency. To 
achieve financial independence FECORAiI must undertake a series of significant 

reforms. A policy reorientation is in order to help the Federation to focus 
on furnishing economic services to Its members while simultaneously 

de-emnphasizing its concentration on land acquisition, provision of legal 
services and other areas of traditional interest. The professional cadre, 
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:undermanned deficient effective managerial 
SAdminiist ti and accounting systems are outdated. and.must be revised. 
inally 'th;ere is a need to restructure its financia picture. Its current 

oce oficm, (profits of a,,Federatio6one rie mill dontions from 'l 
CBand other benefactors, and cotri utions from affiliates) are 

Swhile.dedicated, is and in skills.7 ] 

edteew-:Moreover nathe--exo
 
~the current-dependenc~y status. To attain economic independence and generate
 
the revenue 'requir ied to upgrade the profession~al caliber of 7 its staff, it must
 
embark on a program of sound, income-generat Lng activities.
 

e. The National Association of Carmpesinos of Honduras
 
(ANACH)
 

rounded in 1962, ANACH is the oldest of the Hondur'a'n p asant, associations and
 

currently counts a total membership of approximately' 25,000 individuals. As
 
with FECORAH, ANACH has concentrated its efforts on political and social
 
iAnsue& with a particular Emphasis on the implementation of national agrarian
 

reform programs. However, aE an increasing -uimber of af fi liated 'groups have
 

obtained land, the Associatiou has become more interested in providing support
 
11erv ices to these newly landed entities. During the 197's, ANACH organized a
 
,er.i.?s of internal technical departments and a rotating fund designed to
 

provide technical assistance, extend credit, admiinister social programs, and
 
Conduct feasibility studies for the affiliated groups. These efforts failed
 

aind the technical department fell victim to 'budgetary cutbacks while the
 

rotating fund was dissipated through loans that were unrecoverable. In
 
L977/78 ANACH began a program to organize its landed affiliates into regional
 

,-ooperatives through which they could be provided access to services .
 
Cutrrently, fourteen (14) of these regional cooperatives are operating.
 

However, as with the National Assocition, the coops are almost entirely 
dopendent upon international donors and the GOH for services and financial
 

support.' Moreover, owing to oLotstanding obligations created by unpaid loans
 
and limited member capital participation, the fiscal condition of these
 

cooperatives is precarious, a situation which has forced an even greater
 

dependence upon external financial resources, particularly those of the COH.
 

Che institutional analysis of .ANACH and its regional' affiliates concluded that
 

the.Association is the weakest of. the five intermediary groups that will
 

,ioticipaite in the Project. Administrative and management systems are 
deficient and must be overhauled to emphasize sound "business-oriented policies
 

.vi practices. The financial situation is unsettled (accumulated losses in
 

. i84 totaled L133,000) and must be stabilized through increased attention to ­

rnicome outside donations.
generating activities and decreased reliance on 
Finally, there is a severe lack of professionally trained managerial personnel 

v at all levels. This situation must be corrected if the Association's 
detzriorating financial trend is to be reversed and appropriate systems 

installed to deliver s-vices to its constituency. 

...... importance of the ANACH movement 'in Honduras, and the extremely
"'.in the 


'difficult situation facing the ANACH cooperatives (described above), a very
 

iirntrse effort in Institutional development wiLl be 'necessary to bring the
 
the 'level prrttcLpation in the Project.rqie'fr 
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Intermediary Organizations3. Summary Status of 

(Figures 3 and 4), comprised of financial status,
In mid-1985, a matrix, 

base and services provided, was developed to determine the 
membership 

mix needed to stabilize the intermediaries 
technical assistance and financial 

Although the matrix indicators have changed during this 
under consideration. 

and the two agro-export model cooperatives have 
past year, only the FEHCOCAL 

and it does provide an accurate picture of the 
experienced significant changes 

facing each of the intermediary organizations at this tine. As 
problems 

all of these institutions are experiencing significant
Figure 3 demonstrates, 

and ANACH, the net income shown
In the cases of FECOR/Ilfinancial difficulty. 


since neitler institution possesses income 
was a result of dues or donaitions, 

each institution varies
 
generating capabilities. The membership base of 

a high of 39,104 members. There is
 
widely from a low of 1,449 members to 


members served, the range
little correlation, however, between the number of 

In the
institution.financial strength of each
services offered, and theof widest range ofand FEHCOCAL both provide the

of service delivery, FACACH 
and marketing (note: FEHCODCALarea 

lending to input supplyservices, from credit 
ANACH offer a rathersignificantly). FECORAH and

services have been reduced 
as obtaining land
 

limited scope of services which are focused upon such areas 


four model cooperatives are primarily involved
 
and legal representation. The 

basic grains, cucumbers and melons. 
in the production and marketing of feed 

the tLve intermediary organizations posses the 
As noted previously, each of 

delivery mechanisms, however, 
potential for developing into viable service 


all encountering significant institutional and financial problems.

they are 
The technical assistance to the cooperatives and the training to their leaders 

enable intermediary
to be provided by this Project Amendment will the 

debt
The 

to overcome their administrative constraints.

organizations by the new creditcomplementedrestructuring and stabilization financing, 
organizations towill assist the farmer 

resources furnished by the Project, 
technical and financial assistance
 

resolve their fiscal difficulties. This 

umbrella organizations, as well as 

will eventually be provided to all of the 

to most of their affiliates. All investments will be preceeded by feasibility
 

will guide the or risk reduction strategy
analyses and a controlled expansion 

development of the Project at all times.
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Figure 3 

COMPARATIVE MATRIX ANALYSIS 

CURRENT STATUS INDICATORS(Lempiras) - 1984 

INSTITUTIONS FACACH FEHCOCAL UNIO(OOP FEOJRAH ANACH 

FINANCIAL 

NET INCOME (740,725) (2,801,937) (2,836,660) 26,033 34,852 

TOTAL ASSETS 19,668,063 31,858,364 4,460,155 1,023,934 280,788 

TOTAL DEBT 13,968,153 42,452,066 5,385,673 527,000 454,666 

PAID-IN CAPITAL 2,567,123 27,000 777,598 394,000 -0-

TOTAL NET WORTH 5,699,910 (10,593,702) (925,518) 496,934 (173,878) 

MEMBERSHIP 
No. OF AFFILIATES 89 28 4 375 728 

No. OF MEMBERS 39,104 7,300 1,449 10,000 25,000 
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FIGURE 4 

Services Offered By Intermediariy Organizations
 

INSTITUTIONS 

SERVICE OFFERED 

(ED IT 

INPUT SUPPLY 

DOMESTIC MARKETING 

EXPORT MARKETING 

TECHNICAL ASSISTANCE 

LEGAL ASSISTANCE 

REPRESENTATION 

ACCOUNTING 

SAVINGS 

INSURANCE 

PRODUCT PROCESSING 

PRODUCT STORAGE 

SOCIAL PROGRAMS 

COOP. ORGANIZING 

NLMBER OF SERVICES 

FACACH 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

x 

X 

12 

FEHCOCAL 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

11 

UNIOJOOP FEORAH ANACH 

X 

X 

X 

X 

X 

X X 

X x X 

X 

X X 

7 3 3 
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C. 	 End of Project Status 

The following objectives will be achieved by the end of the four-year funding 
period: 

1. 	 a Financial Development Fund, capable of providing institutional 
development and financial stabilization assistance to
 
intermediary organizations, established and operating; 

2. 	 five umbrella farmer intermediary organizations restructured
 
institutionally and stabilized financially;
 

3. 	 a minimum of 55 farmer organization affiliates organizationally
 
restructured and financially stabilized;
 

4. 	 approximately 2,000 production credit loans, totalling over 0.0
 
million dollars, disbursed to small scale growers; 

5. 	 a cadre of not less than 30 intermediary organization officials 
trained in the principles and practice of Institutional 
development. 

D. 	 Project Inputs
 

To achieve the anticipated outputs by the end of the four-year funding period 
the Project will provide long-term and short-term technical assistance, 
training, commodities, resources for debt rescheduling and financial
 
restructuring, funds for short-term production and medium-term investment 
credit, and operational support grants. 

The technical assistance, both long-term and short-term, will be financed with 
A.I.D. grant funds. The Projec- budget includes 28 person years of long-term 
T.A. . Two advisors, both skilled in cooperative institutional development, 
will assist the USAID/Honduras Project Manager to implement the Project. Five 
additional long-term technicians (i.e., experts In finance and credit, credit 
unions, extension, and institutional development) will be assigned to the FDF 
and will provide guidance to the Fund's staff on intermediary participation 
criteria, formulation of debt rescheduling or equity participation criteria,
 
and treatments to resolve farmer production and marketing difficulties. In 
addition, the long-term technical assistance will backstop the professional 
personnel within the participating umbrella groups and will focus their 
efforts on organizational development, financing, marketing, commodity 
production, and extension as indicated by the circumstances affecting each 
specific organization.
 

Three person years of short-term technical assistance is contemplated to 
complement the long-term advisors. The short-term T.A. will include experts 
in such fields as Agronomics, Cultural Anthropology, Economic.,4 Commodity 
Procurement, Insurance, Marketing, Data Processing, etc., and will be applied 
as needed. 
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The training colponent of the Project calls for a combination of long a,,d 

short-term training for up to 30 individuals from tile staffs of the 
will include Farm Management,

participating Intermediaries. Topics for study 
Credit, Finance, 4ilrketing, Extension andOrganizational 	 Development, 

will take pice at U.S. uliversities and agri-businessAccounting and 
enterprises, a. well as in-country. Candidates will be nominated by their 

by USAID in accordance with normal"home" institution, and processed 

procedures as necessary. Training will be financed by A.I.D. grant funds,
 

office equipment and materials, and otherCommodities such at: vehicles, 
items will be procured under the Project. The commoditieslogistical support 


will be distributed among the principal implementing entity, the 	 Financil 

Development Fund, and the five intermediary kimbrella groups -- UNIO(YOP, 
be used to support the membersi

FACACH, FEHOOCAL, FECORAII and ANACH. They will 
the staffs of the participatingof the technical assistance team and 

their assigned responsibilities. These items will be
organizations to execute 

firianced by a combination of A.I.D. grant and GOH counterpart resources.
 

of the Project 	will total approximatelyThe financial 'Ltabillzaton component 
312.6 	 million and will be provided from the special local currency accoUnt act 

it will be 
a portion of the GOi contribution. As described in Section II, 

the fiscal position of the participating intermediaripsused to stabilize 

through the use of a compiex mix of financial tools. A final input of Woil
 

counterpart funds (totaling appr....niw'tely $6.4 million) will be utillzed th
 

support grants to the Ftnancial Development Fund, the

provide operational 

DIFOOOOP Project Administrarlve Unit, and to the participating intermediary
 

organizations.
 

loan funds will be applied to provideApproximately $8.5 million In A.I.D. 

medium-term investment credit to participating cooperatives and short-term 

production credit to their members. These resources will be channeled through 
or the FDF. Tn all


the trust funds to be managed by either the private banks 


cases, the CBH 	 will assume the foreign exchange risk for the loan. 

E. Project ParticLLptIon 

I. Implementation Strategy 

will be guided 	 by a controlled expansion strategyProject implementitation 

according to which the application of project inputs will be phased and the
 

both at the national and affiliate levels, will be
number of organizations, 

only after a
gradually increased. Throughout, expansion will proceed 


consolidation of established successes.
 

The first phase of inputs will focus on the administrative reorganization of 

the outset of the Project, all five
intermediaries 	 at the national level. At 

umbrella organizations previously analyzed, and any newly identified
 

will enter into a formal agreement with the Financialintermediaries, 

Development Fund specifying the prerequisites that must be met by each
 

intermediary to qualify for full particip-ation. The entrance requirements
 

will emphasize the adoption and implementation of sound, businesslike
 

In general terms, the criteria will
 
management procedures and policies. 




__ 
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inci,,de: (1) adoption of strict lending policies with affiliates; (2)
 
installation of modern accounting and budget control systems; (3) enhancement
 
of staff professional competency and institution of enlightened personnel

policies; (4) development of member capital participation programs; and (5) 
creation of sufficient financial reserve funds to develop a hedge against

contingencies. Benchmarks, based on the institutional analyses, will be 
developed for each participating organization, and progress will be measured 
on a monthly, quarterly and annual basis. The FDF wilt utilize monthly
 
financial statement, and quarterly progress reports, as well as periodic
visits by FDF personr,el, to track success in meeting the benchmarks, and to 
ensure compliance with the Project's participation criteria. The agreement

will also specify the Lime period each intermediary will be awarded to 
institute the required tLforms.
 

Once the intermediary has i.plemented the administrative changes, it will make 
a formal application to the FDF to gain the status of a full project
participant. If acceptance is granted, a second formal contract will be 
entered into between the Fund and the intermediary to govern the terms and 
conditions, including financial assistance where appropriate, and suspension 
and disqualification procedures, of participition. The details of the 
agreement between the FDF and the part!cLipating organization appear in Section 
III. 4 .c. 

It must be recognized that the five Intermediaries currently enjoy different 
levels of institutional development. Moreover, it is anticipated that they
will proceed at different rates In undertaking the required organizational 
modifications. As can be 
seen from Figure 5, it is anticipated that UNIOOOOP 
and FACACH will reach the stabilization threshold in relatively short order -­
six months after the initiation of the Project Amendment. Both organizations
 
are receiving technical assistance under other A.I.D. financial programs and
 
are making measured but const.,nt progress with the installation of modern 
management systems. In contra:.r, the complex of difficulties being 
encountered by ANACH, FECORAH, and FEHC)C(AL is far more serious, requiring a 
longer period to adopt and put into practice the needed changes. 

FIGURE 5 

Anticipated National Level Intermediary Institutional Reorganization Rate 

12
6mo. mo. 18mo. 
 24mo. 3Omo. 36mo. 42mo. 48mo.
 
UNIOOOP 
FACACH
 

FEH 0)CAL
 
FECORA 

ANACH
 

As a particular umbrella entity implements the recommended structural. changes 
and thereby reaches the eLigibility threshold for full project participation, 
the focus of technical assistance will shift to the affiliates of that 
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The FACACH institutiona] analysis of the original PP concluded that the 
Federation is clearly the institution of choice for servicing the wholesale 
credit needs of rredit unions and their members In rural Honduras. FACACH is 
the strongest national cooptrat. lye intermedilary organization, and together 
with its leading cred itun ions, has the lx tentlI a I of bec oring an Integrated 
national flnancial system serving rural areas and h.ir agricultural and 
production credit needs. dowevur, It must undertake organizatonal
adjustments and ryorIcit its aervices and development programs to effectvely 
serve its conntituency. For examnple, it mUSt address severe liquidity 
problems caused by recurring aperat ing Losses, loan delinquency and a 
long-term, refinanced loau portFolio. Furthermore, there is a need to install 
a centralized finantial managemeut capability, enhance the techinical capacity 
of its mliddle mangemlunt -;iaff, and formulate inpiementation sirategies wh''h 
focus on a rational chlevement ,i objectives and management procedures wlio 
emphasize personnel accnuntability for achieving targets and goals. Finally, 
FACACII must concentrate on serving the financial needs of its affiliates and
 
desist from becoming involved In ,on-credt 'iIon development projects which 
sap the a. l and human resources. InstitutionalFederation's nacin The 
reorientatIon effort is vital to FACACII's continued growth and stphIity, and 
it is thin which wi.I he address-ed by tht,,; Amendnen. 

b. lh on oduran Federation of Coffee Cooperativ,.es 

Coffee exports are second In lImportance to thre Htondurran economy (i.e., 23.3
 
percent of exports In 194). They represent 5.7 percent of GDP and generated 
42.7 million Lempiran In export taxes In 1983/84. it is estimated that there 
are approxlnvrtely 49,0)00 coffee producers In the country, the vast majority of 
whom (90 percent) are sall- and medirm-slye growers wi th farm sizes of less 
than ten manzanas. ProduCivity Is the lowest In Central America and on 
approximately 47.7 per cent of the coffee producing areas, yields and quality 
are declining du. t, a rombil tlon ofidisease problems (e.g., coffee rust) and 
tire use of poor technologiesr In both prodic ten and irocessing. 

FEHOCAL was orgeniz.ed in 1969 and was unt. 1l1985 the largest single ,..,porft," 
of coffee in Honura;. FEWiCfCAi, and i s 28 Offl [tes represent app, oximatety
 
7,300 coffee tu-iducrs, and they have prnu..Ided growers with technical 
assistance, laoput .uip;r1 fe, proc.sslng ,ind nmarketIng serviros, and some
 
limited short -term credIt. Although in the part it was rela ively efficient
 
In its marketing op;ratIons, losses Incurred in recent years iave severely
 
constrained servicesr to affi liates. The hmlvct of' overwhelming debt service
 
obligations on earned Income has frustrated the Federat, on's ef-fort to mount a
 
successful extension program, and at present its oper]tLions have been
 
virtually taken over by cred itor linst itions.
 

In 1985, the Feeration and Its iri to recover from theatfl-ltaLe.in ttenpted 

severe flinancial losses Iuncurred during the coffee marketihg cycIe of 
1977/78. During that period, spcnlati on in c,, lee futures was quite common 
among coffee prohucors and expaipor nr; Ini Honduras and, when the prices 
collapsed, FEHtO)CCA,, It; affiliates, and many coffee producers incurred losses 
total ing over 1,15 ml llion. 

http:atfl-ltaLe.in
http:orgeniz.ed
http:Cooperativ,.es
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organization. At th!.s point the institutional modification process vi..JI bo 

repeated. The FDF will develop inititutLional profiles of a selected qroup of 
intermediaries to determine Lhr specific changes in policies, sttun tiur es, and 

procedures that are required. With the concurrence of the correspondent, 
umbrella group, the FDF and each af Filate will enter into a form:.l ngrecment 
to design and install a specifically tail lored treatment package. 
Implementation of Hie packag: will qualify the affiliate for full pro joci 
participation. Again, su.h parcicil-Ation wilt be governed by a second 
contract between the Fund and the affiliate. In keeping with the contr I Ied 

expansion strategy, only a small number of affiliates of a given national 
organizaticn will be addressed at any one time. The treatments will take 
place in six-month intervals beginning six months after the initiation of rhis 
Amendnent . The process wi1 hQ dynamic -- once the first set has acliev0e1 

institutional eqitilibrium, the T.A. effort will concentrate on assisting 
second sct which, in turn, wilt be followed by additional sets dluring 
subsequent intervals. Figure 6, below, depicts the process of "phasing In'' 
the affiLiates and demonstrates that by the cod of the four-year funding 
period, 55 groups will have being treated. 

in order to enhance the probabl.ty of initial success, and thereby generate a 
"multiplier" factor for potential participants, the affiliates of each 

intermediary will be rank ordered On the basis of proximity to 1×)ssesslng a 
sound administratlve wtricrure and effectivt operating procedures. the 
affiliates with thu highe; ranl' , wl II be addressed first while tower rated 
groups will receive subsequent artuention. 'or example, on the basis of 
successful implementation of constltuency savings mohilization canpaigns, ihe 

FACACH cooperatives in Choluteca, Rio Crande, Yoro, and Corquln are the most 
advanced of the Fedration's tinit q and will be Included In the first FACACH 
affiliate set. Similarly, the coffee coops In Trinidad, Comarca, Santa Ana, 
and Santa Barbara exhibit the basis of sound iranagement and offer relatively 

more potential than other coffee cooperatives and most probably will be 
included in the first FEHCOCAL groups. 

FBIJRE 6 

AFFILIATE PHASE-IN SCHEDULE 

6mo. 12mo. l8mo. 24mo. 3Omo. 36mo. 42mo. 48mo. TOTAL
 

UN IOCOOP 5 (1)0 (2)* (2)* 10 
FACACH 4 5 5 6 20 
FEHCOCAL 4 4 5 13 
FECORAH 1 2 3 

ANACH 5 4 9 

TOTAL 55 

*Anticipated growth UNIOCOOP affiliate memberships. 

http:probabl.ty
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2. Financial Stabilization 

As noted in Section III. F. , the financial situation of the intermediaries, 
especially at the affiliate level, Is beset with difficulties. All of the 
intermediaries have serious liquidity problems and three of the five have 
negative total net worth balance sheets. 
 If the umbrella organizations and,
by extension, their affiliates are to serve as viable vehicles for providing
 
services to small Farmprs, the, mun" ot cnily urndergo organiz-tional
restructuring, but also become financially stabilized. Mission personnel and 
host 	country counterparts have considered the use of a complex mix of 
financial tools or approaches to bring about financial normalization of 
participating farmer associations, including:' liquidation of affiliates 
and/or elimination of non-performing assets; debt moratoria or forbearance 
conditions; debt restructuring through deferral of interest or principal 
payments, the consolidation of creditors, and a genera] rescheduling of loan 
commitments; possibl principal and interest buy-downs; the use of loan 
guarantees; and equitLy participation. The fiscal circumstances influencing a 
particular group's situation will determine the mix of financial mechanisms
 
that 	will be applied during the Financial stabilization process. The 
determiination or selection of Financial vehicles strategies will beand made
 
on a case-by-case basis as each umbrella and afff [late unit reaches the full
 
participation threshold, and after a thorough analysis of the group's
financial situation has been completed. This analysis will be carried out by 
the technical assistance personnel attached to the Financial Development Fund 
Within FACACH. The fInancial resources that will be used by the FDF to effect 
the stabilization of participating intermediaries will be transferred from the 
Central Bank of Honduras (CBH) at no cost and on a quarterly basis as 
projected in the lund's annual budget submission. This capitalization will 
.onstitute a counterpart contribution of the Goverment in support of the 
Project.
 

a. 	 Alternative qtrategies 

(1) 	Affiliate Liquidation and Eiimination of 
Non-performtng Assets 

In some situations it may be found that the stabilization process within a 
Federation or intermediary can best be served by the elimination of 
non-performing assets and/or the liquidation of affiliates which lack the 
economic potential to become viable, self-sustaining intermediaries within a 
reasonable period of time. in brief, the costs of the financial stabilization 
effort (i.e., restructuring and recapitalization) may be greater than the 
expected return on investment. For example, an affiliate may be located in an 
area 	with limited membership potential; losses may have been due to member
 
unwillingness to repay, irresponsible and Intentional mismanagement; 
agricultural production potential may not exist or be severely constrained;
restructuring agreements be to attain with 	 membersmay Impossible cooperative 
and leadership, etc.. In such situations, Fund may requirethe 	 the 
liquidation of such an affiliate, or Its merger with 	 another stronger 
institution, as providing the most effective means to achieve institutional 
finranci -il stabl ization. 
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Similarly, an intermediary may possess assets which are non-performing or 
which generate losses to their operatons. Ex'amples of such non-performing 
assets may include agrilc tur,-l machinery, processing faclt lea;, exces! 
storage capacity, etc.. fn stich instances, the FDF may require that in 
intermediary liquidate non-perfarming assets as a precondition to obtalntng 
access to furti~er stabilization assistance from the Fund. In 3ll instances, 
the FDF would conplete an in-depth analysis of the interinediary prl r to 
determining the degree to which such assets must be liquidated. 

(2) Debt Horat.oria or Forbearance 

The purpose of a debt mon-atorlumn or "foree : obligations is to tempornrf ly 
relieve a financ;iaI y a tr(sa..,d InstiLuLon from the financial obliga ron ; 
associate! with excessIve debt. Such imrator[a are a temporary cond!I:Io,, 
designed to maintain asset va lue!, diiring the period of tlme that the ocred I tor 
and the debtor InstfLtuton ; are negoLiating a solution to their outst.indlng 
financial problems. In effect, it Is a postponement of Impending foreclosure 
while the negot iati,,g process is underway. 

Within the Ploje,_r , mor;tori or forbearance sttuaLions will be voltunt ary 
conditions I whi.:h the creditor fnstttit Ion agrees to work with the borr,,wor 
to exhaust the v'I Glous stra tegIes thmat coulid be used co improve the qu .1l 'y of 
a loan. These strategies may Inc ude restructuring the debt , sealI, ,-down or 
deferral of principal and Inter .... vyments , or consolidating creditors. This 
process would require creditor willingness to work more closely with th 
debtor instItt ion in seeking m, tually accept able solutions to financIal 
prob lems . The FF wou d artively partIcikipte and assist creditors and debtors 
in improving the serviceabi lity of outstanding obligations and in reaching an 
agreement on a loung-term sotl.on to the existing financial problems. 

(3) Debt Restructuring 

In general, the debt restructsring approach will be applied in those Instances 
in which the complete financial condition of the institution in quest.Ion Is 
relatively sound (I.e., the financial analysis must indicate that., -,fto 
consideration of total assets and liabilitles, the entity can project a 
positive net worth). The pirpose of the restructuring wil i he Lo make ;yayn.,=1L 
of the debt manageable by: (1) consolidating the number of creditors; (2)
extending the repayment period; (3) deforring Interest or principal payments 
for a designated period of time; and (4) adJusting the interest rates downward 
to reduce the debt service burden. 

(4) Pri- cili-il and Interest Write-off 

A principal or interest write- off refers to a reduction or elimination of a 
portion of an outstanding obiigation. Such write-downs will require 
negotiation with creditors, since it reilreseuts a loss of equity on the 
lender's books. However, if the financial analysis of the debtor institution 
indicates that the projected cash flow will not permit repayment under current 
conditions, a renegotiatton of the loan contract, and a !schedolllng of 
interest and principal payments based upon a lower asset value may be the only 
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solution available to the creditor. The FDF will participate in this 
renegotiation process between creditor and debtor 
institutions with the goal
 
of attempting to assist the creditor in recovering a portion of its assets 
while easing the debt service requirements of the borrower. This negotiation 
process will be designed to increase creditor willingness to participate in 
the stabilization process, and it may include 
a Fund offer to provide the
 
creditor with repayment guarantee's for a portion of the reduced debt.
 

(5) Loan Guarantees 

It may be necessary for the Fund to provide a loan guarantee to the lending
institution to encourage the restructuring of outstanding obligations. The
 
FDF would essentially agree to indemnify the lending institution in the 
case

of default by the borrower on the entire or a portion of the outstanding 
obligation. The degree of guarantee commitment would be negotiated based upon

lender willingness to restructure debt and cooperate with the stabilization 
process. The use of guarantees will reduce the risk to the lender, increase 
his participation in the recovery process, and possibly lessen the need for 
Project resources in the restructuring or stabilization process. There are 
risks involved in the use of such guarantee mechansims (e.g., they could 
reduce the vigilance with which lenders scrutinize loan applications and
 
increase the potential for losses); however, if combined 
 with other actions 
designed to reduce debt obligations or increase institutional cash flows, they 
can effectively contribute to the financial stabilization process. 

(6) Equity Participation 

Equity financing uL participation will be appli ted in cases involving the 
bankruptcy or near bankruptcy of the intermediary or, in situations in which a 
creditor is unwilling to restructure uutst,,,,dtg LLermediary obligations. 
Under this stabilization approach, the FDF will negotiate with an 
intermediary's creditors the c- ncellation of the outstanding obligations at 
discounted or reduced rates. This negotiation process will be proceeded by
the completion of a formal contract between the participating intermediary and 
the Fund according to which the debt of the intermediary will be purchased by
the FDF and converted t- equity shares. This equity investment is likely to 
take the form of preferred share capital, certificates of deposit, or special
stabilization reserves, the mode being dependent upon the problem being 
addressed and 
the need to operate within existing legislation. In all cases
 
these new equity investments will be ]inked to intermediary acceptance of Fund 
participation i. its Internal operations. 
 As In the case of Fund issuance of 
loan guarantee's to creditors, great caution will be necessary in the use of 
equity financing to stabilize intermediary organizations. 

3. Financial Stabilization Contract 

All of the financial stabilization processes will center on a formal contract
 
between the intermediary and the Finarncia:l Development Fund (FDF) specifying 
thZ cesponsibilities of both parties. In cases Involving the debt of an 
imL)buelta group, approval of the general mnembership wilt be required prior to 
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signing the agreemeat to ensure binding legality. In instances concerning an 

affiliate, appro'val of the affiliate's membership, as well as agreement of the 

umbrella organization, will be requisites for ignature. In all cases, tile 

intermediary, rmational entity or affiliate entering into the contract will be 
liable only for its proper debt; it will. incur no re-ponslbil[ty for the 

outstanding obligatlons of other units of the sane Federation, Association, or 
Un ion.
 

Under the debt res ructuring arrangement, the FDF will riegotiate with 

creditors the degree to which iL will assume an intermediary's outstanding 
obligations or ausist in their repayment. It will possess the ability to 

provide a creditor with . "repayment guarantee" in return for a restructuring 
or write-off of a portLonl of the obligation; or, in extreme situations, It may 

become the holder of the intermediary's outstanding debt in its entirety. 
Under a complete debt assumption scenario, the FDF will negotiate the 

cancellation of the intermediary's debt with the creditors. In these 

negotiations, the Fund will bargain to purchase the debt from the creditors at 

a discount, based on the premise that the existing obligations are 
uncollectable. In return for assuming the debt from the creditors, the Pm.nd 
will have veto power over any management decision or practice by the 

intermediary that does not comply with administrative procedures required for 

full part]c!pation In the Project. It will also have first call on dividend 
payment or other earnings generated to retLire the debt (it iay agree to its 

retirement on a non--accruing bar' ', and approval authority over the 
organization's operating plans and budgets. 

For its part, the Interniedlarv will agree to retirement of the debt through a 

sinking fund arrangement that will take into account fluctuations in earnings 
resulting from variations in production levels among crop cycles. The sinking 

fund will assure the FDV of a continuous flow of repayment monies and require 

the intermediary to amortize the outstanding balance of the obligation at a 
fixed rate. This rate will be based upon projected cash flows and be adjusted 

on an annual basis. Additionally, the Intermediary will agree to continue to 
implement the requ!red managerial procedures and operating policies. The 

rights and obligations of both parties will be clearly defined in - binding 
contractual agreement between the Fund and the participating intermediary, and 
it is important to note that these contractual conditions are illustrative. 
The full-range of conditions will be further refined during the initial period 
of implementation, and the provisions governing each agreement will be 

tailored to the specific circumstances of the subject intermediary. 

A similar formal contract procedure will be followed in cases requiring equity 

financing. FDF equity participation differs from the debt assumption scenario 

in that the Fund will take an equity position in the intermediary through 

ownership of stock shares. The value of the stock will be equal to the price 

at which the FDF negotiates the settlement with creditors. tinder this 

arrangement the Fund, as owner of the equity, will have first call on 

generated earnings, up to an agreed upon maximum return on invested funds, 
veto power over any management decisions or practices that are not in 

compliance with the Institutional reform requirements of that intermediary, 
review and approval authority over investment and operating plans 
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and their related budgets and, will designate an external auditor to establish 
an on-going program of examination and verification. Possible additional 
conditions will stipulate: (1) equity repurchase scheme (i.e., sinking fund) 
will be determined by the Fund in consultation with the intermediary and will 
be subject to an upper limit; (2) that the minimum dividend to be paid on 
equity will be at least 4 percent per annum, assuming generation of an 
operating surplus -- the actual amount of dividend paid above the 4 percent 
floor will be a function of the surplus earned; (3) that the intermediary will 
have entered into appropriate rescheduling or other agreements with creditors 
to assure non-foreclosure of outstanding obligations thereby securing FDF 
equity participation; (4) that the subject intermediary will have first call 
on repurchasing preferred stock from the Fund; and (5) that the preferred 
stock will be a non-negotiable instrument -- i.e. , that it cannot be sold to 
third parties.* 

The reflows from both debt retirement and repurchase of equity shares will be 
deposited in a revolving fund managed by the FDF to be used to stabilize 
intermediaries financially that join the Project in the future. The annual 
four percent dividend floor received by the Fund on equity transactions will 
be applied to underwrite the FDF's costs of operation. 

4. Suspension - Disqualification 

To reinforce achievement of the Project Purpose, the creation of 
institutionally and financially stable intermediary organizations that will 
serve as viable mechanisms for delivering services for small farmers, the 
FDF-intermediary contracts will also contain sanctions should an intermediary 
not comply with the terms of the agreement. Non-compliance will be judged 
against two standards -- failure to continue to implement the administrative 
reforms (e.g., capitalization policies, strict internal credit policies, 
stringent accounting procedur-s, arid upgrading professional staff quality), 
and failure to observe debt or -qutty retirement conditions. The sanctions 
will consist of suspension, and in extreme, non-remedial cases, complete loss 
of eligibility to receive new project inputs (i.e. Injections of new credit 
resources). In instances Involving refinanclng, disqualification will also
 
entail debt retirement at accruing (rather than non-accruing) interest rates. 
The process of enploying the sanctions will be mutl.-staged. If, in carrying 
out normal monitoring activities, the FDF discovers deficiencies in 
intermediary performance relative to either of the two standards, the Fund 
will formally place the subject Institution on notice and specify a prudent 
time period within which the adjustments must be made. If the corrections are 
not made by the assigned date, the FIF will suspeId the Intermediary ai:d 
advise that complete disqualificatLon will go Into effect if the remedial 
steps are not taken. Cases of disqualfiication will entail a third and final 
formal notice from the Fund to the intermediary, at which time legal actions 
would be taken to recover FDF assets. 

With rescheduling, the terms and conditions regarding equity participation 
used here are illustrative and will. be subject to modification and refinement
 
during the first stage of project implementation. 
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5. BANADESA Participation 

The National Agricultural Development Rank (BANADESA) will have a role in the 
Project due to 
the likelihood 

its historically 
that tile Bank is 

predominent role 
one of tile major 

in agricultural lending, 
credltors of the interme

and 
diary 

organizations envisioned as participating in the Project. The size and 
diversity of BANADESA portfolio it thatthe loan makes likely frequent 
negotiations will take place between the Bank and the Financial Development
Fund (FDF) as the stabilization or debt restructuring process is undertaken, 
and, a Project scrategy has been designed that will ensure a positive and 
supportive role for the Bank within the Project. 

Historically, BANADESA ,;ed different of forhas two sources funds 
intermediary financing, it's own capital and a series of trust accounts. As 
FDF negotiations to stabilize participating intermediaries financially are
 
undertaken, both Bank capital and fiduciary trusts will be affected by the 
debt restructuring agreements sought by the Fund. Although fewa 
Bank-financed inteirmediaries are current in their accounts, r.he majority are 
either delinquent or have been artificially refinanced under unrealistic 
repayment turms.
 

Negotiations are with to determine its tounderway BANADESA willingness create 
a special trust account (fideicomniso) to capture the reflows of FDF 
resources
 
that are used to retire interme,,.ry obligations. The proposal under
 
discussion with BANAI)ESA would permit this 
fiduciary trust to be capitalized
by the retirement or cancellation .f obligations undertaken by the Financial 
Development Fund. It is further being proposed that this trust fund would 
relend to Intermediary organizations under the same terms as those to be used 
in the lending operations of the private bank trust account(s) described in 
the following section on Agricultural Credit (III, F.). The Financial 
Development Fund (FDF) will assist the Bank in developing eligibility

criteria, provide it with access to technical assistance, and work in close
 
coordination with it throughout the life-of-project.
 

F. AGRIQILTURAL CREDIT
 

1. Credit Strategy
 

In an effort to alleviate the credit contraction problem discussed in Section 
III, and to increase the provision of financing to growers through 
participating farmer organizations, the Government of Honduras (0O1) will 
establish a trust account mechanism within the Central Bank of Honduras (CBH)
using the $8.5 million In A.I.D. Loan resources to be provided by the 
Project. The Central Bank will be responsible for the foreign exchange risks 
and the repayment of tile loan. The trust account(s) (fideicomiso) will be 
managed by the private banking system in coordination with the Financial 
Development Fund (IMF) to be established within FACACH. 

All lending from these trust account(s) to the participating intermediary
 
organizations will be guided by 
the use of strict eligibility criteria to
 
ensure intermediary compliance with the Project-supported institutional
 
development process. 
 This process emphasizes intermediary use of businesslike
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criteria to guide service delivery (i.e., competitive pricing of services;
 
maintainance of up-to-date accounting and budget controls; use of qualified, 
professional personnel in management; etc.), and, 
adherence to the principles

of strict lending policies, member capital participation, and reserve creation 
against contingencies. These principles are considered basic to the 
institutional development process and to 
an eventual attainment of financial
 
self-sufficiency and institutional independence. Additional criteria which
 
will be used to determine credit eligibility include:
 

1. 	Financial viability of projects to be financed;
 
2. 	Legal recognition as an intermediate service institution; 
3. 	 Previous credit history; 
4. 	 Demonstrated management capabilities and effective member service 

programs;
 
5. 	Operational policies consistent with economic health; 
6. 	 Ability to repay and, 
7. 	 Coherent investment strategies, including mixed portfolios, 

marketability of member product ion, adequate infrastructure, etc. 

The 	 Financial Development Fund (PFU) will provide the private bank(s) which 
are 	managing trust account(s) with a "Certificate of Eligibility" for each 
intermediary seeking access to financing. 

The 	 credit component of the Project is complementary to the institutional 
development process. In addition to the goal of increasing the flows of 
credit to the agricultural sector, the provision of financing is closely
linked to the capital formation process of the participatting intermediary 
farmer organizations. The introduction of sustained and obligatory member 
capitalization programs within the I ntermediaries is a prerequisite to loan 
approvaJ. Credit approvals throughout the intermediary system will be linked 
to the capital participation of the borrower In his local organization or 
cooperative, and the total eqk.[ty situation of an Intermediary will be used as 
collateral against non-payment. Unwi IIigiess of an intermediary to adopt a 
sound, long-range capital formation strategy will preclude its access to 
credit resources. Similiarly, the snvill farmer borrower will be required to 
participate in the capital development of his intermediary institution. 

Intermediary onlending of short-term credit to producers will be at market or 
near market interest rates and will be directly linked to grower participation
in 	 the capitalization of his intermediary orgaiization. Reflows from these 
loans, after payment of interest charges and ad rinistrative fee's, will be 
retained by the Central Bank and be reserved for future lending to new 
participants in the Project. Private bank management of these trust accounts 
will be renegotiated by the Central Bank on an annual basis, and will be 
subject to renewal following an analysis of results (i.e., quality of service,
reporting, fund managmnnt, etc.), and an expressed willingness to continue 
partici pa tion. 
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2. Private Bank Trust Accounts 

(fidcicoridsos)The rationale of using private banks to manage trust accounts 

for onlending to intermediary organizations is to stimulate private banking 

community involvement in small farmer lending without requiring the banks to 

assume the risks of loan repayment. Past experience of the private banks in 

agricultural lending has been poor, and when combined with the lack of 
of the extremely highcollateral among small farmers and the bank perception 

risks involved, it has resulted in a reluctance to lend for either production 
Private bank management of a trust account
or investment within the sector. 


to finance rural intermediaries will provide a risk-free environment in which 

the banks may view and evaluate the Project-sponsored institutional 

strengtheniag and financial stabilization efforts. As banks begin to fee' 

the loan management capabilities of an intermediary, their more secure about 
willingness to prticipate in agricultural lending may increase. A simi I ar
 

strategy to encourage private bank agricultural lending was successfully
 

utilized under the Small Farmer Coffee Improvement Project (522-0176). During 

the initial three year's of this Project, A.I.D. credit resources were 

channeled through the private banking system for onlending to small farmers 

for investment and production. Private banks were allowed substantial marp.irs 

(6% overhead and 4.5% for reserves) to encourage their participatton. 

three years of private hank lendlug and very high loan recoveryFollowing 
rates (approximately 96%), the b..s have agreed to utilize their own 

resources Lo finance the short-term production component, thus increasing the 

amount of A.I.D. resources that can be used to expand investment opportunities 

among the small farmer coffee producers. 

Selection of tile private bank(s) to manage a trust account(s) in support of 

Project activities will entail a competitive process, and the final selection 

will be made by a mutual agreement between A.I.D. and the GOH. The banks will 

be requested to submit proposals to the Central Bank of Honduras (CBH) in 

which they would illustrate how the account would be managed; describe
 

to borrowers; and state thesupplementary services that would be provided 
management fee to be charged. Additional evaluation criteria to be used would 

include bank experience in agricultural lending, national agency outreach, 
of private banksdemonstrated management ability, etc.. The initial number 

two banks) complexity of
selected will be limited (one or to reduce the 


a large number of discrete funds, and due to the expectation thatmanaging 
only a small number of intermediaries will qualify for access early during
 

Project initiation. Once the institutional development process has begun to 

accelerate, however, additional private bank involvement will be considered.
 



-32­

3. Financial Development Fund
 

The Financial Development Fund (FDF) is an autonomous unit that will be 
created within the National Credit Union Federation (FACACH). It has a key
role in the implementation of the Project. The FDF will coordinate all 
aspects of the institutional development process including: the completion of 
the institutional analyses; the design of the intermediary service packages; 
the provision of technical assistance and training; the allocation of
 
institutional support grants; and the overall monitoring of the development
 

addition, FDF implement financialprocess. In the will the stabilization 
program discussed in detail in Section III. E.. The stabilization process is a 
complex undertaking and will require unique skills in Financial analysis, cash 
flow projection, budgeting, finance, and debt restructuring strategies.
 

Currently it is expected that all credit (production and investment) will be
 
channeled through the private banking system using the trust account mechanism 
discussed in Section III. F., and FDF participation in credit provision will be 
limited to the emision of a "Certificate of Eligibility" to each 
intermediary
 
seeking access to financing. Private bank management of these fiduciary
 
accounts will be evaluated on an annual basis, and if necessary, the FDF will 
also possess the ability to expand into credit provision. All terms and 
conditions applied to the private bank account(s) would betrust applicable to 
the FDF. The rationale for providing the FDF with this capability is due to 
the direct link that exists between the financial stabilization process (i.e., 
renegotiation with creditors, debt restructuring, investment of stabilization 
capital, etc.) and the provision of new resources to a participating 
intermediary organization. During implementation, the FDF will closely

monitor the institutional development process, certify intermediary
 
eligibility to Project resources, providing intermediaries with technical
 
assistance and operational support grants and, at times, invest "stabilization 
capital" within participating organizations. This onlending potential will
 
ensure the rapid analysis, app:oval and allocation of resources, a situation 
which may become necessary to "guarantee" FDF stabilization investments. 

4. Types of Financing 

The Project will promote lending for short-term production and medium-term
 
investment credit in the agricultural sector through intermediary
organizations. It is too early to anticipate what the exact credit terms and 
conditions will be within the wholesale credit operations; however, based on 
the experience of previous A.I.D. and Rink financed credit linesWorld (both 
through the Central Bank, private, and public banks), we anticipate that at a 
minimum, short-term credit to the ultimate 
borrower would be extended at, or
 
slightly above, current market rates. Such strategy will permita greater 
reserve creation and the administrative/financial consolidation of the 
intermediary institutions.
 

The following schematic diagram suggests the likely interest rate distribution: 
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FI(JRE 7 

Illustrative Interest Rate
 
Distribution 

A. I. D.
 

2.0% to 3.0%
 

CENTRAL BANK
 

.5%
 

TRUST FUND CAPITALIZATION 

2.0% to 3.5%
 

FDF AND PRIVATE BANK FUND ADMINISTRATION 

2.0% to 4.0%
 

INTERMEDIARY ORGANIZATION MARGIN 

6.0% to 7.5% 

MEMBERS
 

15.5% to 17%
 

a. Production Credit
 

Short-term financing will be provided to eligible intermediaries for
 
on-lending to their members for production or business-related requirements, 
i.e., short-term working capital, agricultural input purchases such as seeds, 
fertilizers, chemicals, and small farm implements (sprayers, hand tools, raw 
materials, inventory expansion, etc.). Eligibility of each intermediary for 
financing will be determined by the Financial Development Furd (FDF).
 
Intermediaries will be expected to utilize policies similiar Lo those of the 
FDF in their onlending to affiliates and/or farmer members, and eligibility 
will be based upon such criteria as a borrower's past credit hi:;tory, the 
amount of share capital possessed, access to technical assistance and markets, 
and commercial viability of the proposed investment. 
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b. Investment Capital
 

The second type of new financing to be provided under the Project will consist 
of medium and long-term investment capital. Credit will be made available for
agricultural investments such as grain storage facilities, irrigation systems, 
processing plants, machinery and equipment, packing facilities, vehicles,

leasehold improvements and, perhaps, land purchase. The terms under which
 
such financing is provided to the qualified intermediaries will be 
negotiable. However, eligibility for to
access these resources will be
 
determined by demonstrated financial management capability, meraber capital
participation in the intermediary, the quality of its short-term loan
 
portfolio, and ability to repay. Compliance these
with eligibility criteria
 
will be ascertained by the FDF.
 

Since little investment lending is expected to occur during the first year of 
Project life, a determination of interest rates to be charged on medium and

long-term lending will await the completion of an AID/W-USAID/Honduras joint

task force which is expected to complete an analysis of the national credit
situation and interest rate policy in late 1986. issue is the impactAt that 
GOH macroeconomic policies have had in constraining investment within the
agricultural sector. Presently, virtually no resources arecredit available 
for medium and long-term lending except for special credit lines created by
international donors. the Jackson the GovernmentUnder Plan, U.S. has adopted
ambitious goals for its assistance to the Central American region, and thestabilization and growth of the Honduran economy is a critical foreign policy
objective. Some observers believe 
that in the light of the policy objectives
related to stimulating growth, special measures are required to further 
promote investment. These measures 
include either a reduction in the ceiling
on interest rates, acceptance of a slightly higher inflation rate as the cost 
of increased private sector credit supply, or Increased provision of targeted
credit programs with A.I.D. resources for medium and long-term investments at
interest rates which reflect th', long-term cost of capital to the Honduran 
economy rather than current austerity policies. Other observers believe that 
such measures would undermine the delicate balance of 
the current economic
 
program and thwart efforts to stabilize the economy. Upon completion of the 
credit analysis in late 1986, the Mission will negotiate with the GOH and
establish the medium and long-term credit policies 
to be applied in such
 
lending within the Project. 

5. Application Process 

All requests for access to the credit lines being managed by either the 
private banking system or the FDF must originate with the intermediary
organizations. They will be submitted to 
the FDF for preliminary review and
 
endorsement and then forwarded to the appropriate financing window for final
review and approval. While Fund endorsement will. be a prerequisite to final
loan authorization, the financing institution (i.e., the private bank) will
analyze all loan requests. The analysis to be undertaken by the private banks 
managing a trust account will reduce the degree of analysis work necessary
within tle FDF, however, such banks will be expected to ensure that 
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intermediary borrowers do meet the performance criteria of the Project. Once 

approved, loan disbursements will be made directly from the lending 
institution to the intermediary.
 

All loan applications will be judged against a set of criteria which wIlt
 

include the following: (1) legal recognition of the intermediate 
organization; (2) FDF certification of participation in the Project; (3) 

commercial viability of the requested loans; (4) prior credit history; (5) 
management capability; (6) coherent investment strategies; (7) ability to
 

repay; and (8) employment of operational policies consistent with financial
 
stability. The exact credit terms and conditions will vary depending upon the
 

type of financing requested. Nevertheless, experience with other donor and
 

A.I.D.-financed credit lines indicates that short-term credit will be extend¢(I 
to the ultimate borrower at/or slightly above existing market rates. As
 

discassed, this will permit greater reserve creation and support the financial 

stability and growth of the intermediary organization. The use of market 
rates will also generate institutional income that can be used to expand 

technical assistance and training programs for members, and to direct resourcp 
allocations toward the most appropriate technology use and investment. 

Short-term interest rate policy will be reviewed on a regular basis to ensure
 
that lending rates are in line with prevailing market levels throughout the
 

life-of-project.
 

6. Credit Demand
 

The high yield commercial agriculture promoted by this initiative demands
 

larger amounts of financing for working capital and investments than those 
normally available to the Project's target group under their traditional 

methods. For example, with respect to coffee production, the 1250 production 

cost of a traditional "manzana" (.7 hectare) producing between 5-8
 

hundredweights, increases to over $1,000 to yield 25 to 35 hundredweights.
 
Corn's production costs go from $175 to $325 to generate a 172% yield increase.
 

Four prototypes have been developed to analyze Project impact at the farm unit 
level. Figure 8 illustrates, in terms of total gross costs, wi th project and 

without project scenarios per farm unit. 

FIGIJRE 8
 

Scenarios for Four Prototypes Farm Units Showing Total Gross
 
Costs with and without Project.
 

(Lempiras)
 

W/O Project W/Project
 

Prototype Total Gross Cost Total Cross Cost
 

Basic grain 2812.61 4393.08
 

Basic grain/vegetable 2473.74 5427.50
 
Non-traditional export oriented 5259.37 16179.58
 

Non-traditional export oriented 4798.66 28562.11
 

http:28562.11
http:16179.58
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Demand for credit includes financing for inputs (i.e., herbicides,
plaguicides, fertilizers, improved seeds and plant materials), labor 
(i.e.,
 
land clearing, planting, irrigation, cultivation, harvesting) and
 
investment (i.e., irrigation and mechanization equipment, cold rooms, 
trucks). Most of these inputs can only be purchased with cash. And the 
lack of liquidity among rural producers impedes their use in production
 
practices.
 

Also, some affiliates which meet Project selection criteria may not 
qualify, at least initially, for existing credit programs. Although this
 
Project will make them commercially viable, they are currently financially 
insolvent. Thus, most lenders view their credit operations as 
too risky to
 
warrant support. 

The credit component included 
in this Project will address these two
 
constraints. First, it will expand the entire pool 
 of financial resources
 
destined to agricultural production and will 
improve rural liquidity. And
 
second, this component will also provide a specialized line of credit to
 
finance selected affiliates in their transition from insolvency to 
commercial viability. An approximate estimate has been made of these 
organizations' incremental credit demand based 
on their historical needs
 
(see Figure 9). Gross costs have been used as surrogates for credit needs
 
because the selected organizations will not have the retained earnings 
 or 
equity necessary to self-finance working capital or investment requirements.
 

Under this Project no major credit activity is expected during the first 
year -- a year devoted to reorganization and establishment of rigorous
modern management practices. The credit component will start disbursing in 
the second project year (IPY2), complementing the financial needs of the 
affiliates as they become eligible to join the Project. Initial Mission 
analysis estimates new requirements of ANACH, FACACH, UNIOOOP and FECORAH
intermediaries at $1.7 Million a(m) (PY2), $3 M (PY3) and $ 4 M (PY4), for 
$9.7 Million total.
 

FEH1COCAL has special credit needs. Its cooperatives have access to credit 
lines funded by the Small Farmer Coffee Improvement Project (522-0176). In 
June, 1986, the Project was amended and now provides a total of $29.3 M for 
production/investment credits ($13.8 M in project funds and $15.5 M 
counterpart). Marketing credit, however, is not covered. This Project 
will support FEHGOCAL's marketing infrastructure (dryers, storage,
processing) anj services (post harvest credit needs). The credit component 
allocates 3600,000 to finance FEHOCAL mhrketing ,ictivities.
 

The Project will limit its new credit support to $8 M or approximately 80 
percent of their additional financial requirements. Following the strategy
of controlled expansion, credit disbursement has been estimated at $1.6 M 
(PY2), $ 3.2 M (PY3) and q 3.2 M (pY4). This credit conponent, established 
as a trust available to the affiliates as they join the Project, will act 
as a further inducement for reorganization. It will function on a "first 
come first served" basis. The earlier an affiiiate qualifies for project 
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support, the sooner it can access this specialized line of credit. As 
these organizations become commercially viable units, a major emphasis will 
be placed on assisting them to access existing credit lines. 

In addition to the Coffee Project, the Mission and the GOH have established 
or are in the process of establlshing, a series of production and marketing 
credit programs which will support the commercially viable organizations 
and/or their affiliates. For example, a 47 M trust has been created with 
BANADESA to supply production crv,,l[t to cooperatives. The Export 
Development and Services Project will channel q24 M in credit assistance 
for the production of non-traditional exports, and a $5 M line of credit to 
import raw material and capital goods for the production of non-traditons 1 
exports. The Small Farmer Livestock Improvement Project (522-0209) 
supplies cattle and credit to cooperatives. Besides this pool of credit 
resources, the Interamerican Development Bank has made available $20 
million for small producers, the World Bank has provided 145 million for 
agricultural credit and the (OH has established a $15 million rediscount 
line for basic grains.
 

This Project will facilitate the integration of the participating 
organizations into the formal financial system by focusing upon 
institutional and policy reorientation which is expected to result in 
credit-worthy rural intermediary organizations. As noted above, the credit 
component wilt only provide suppu,',. while that linkage is established. 

Figure 9
 

ANNUAL PROJECTED INCREMENTAL GROSS COSTS FOR PARTICIPATING
 

FARM UNITS AND FEHCOCAL
 
({.000) 

YEAR 2 YEAR 3 YEAR 4 

UNI OOP 800 1,150 1,400 
FEHO0CAL 200 200 200 ! 
ANACH 200 
FE C0RAH 350 
FACACH 900 1,900 3,000
 

IOTAL: 1,900 3,250 5,150
 

Project Credit Support: 1,600 3,200 3,200
 

l/ Marketing credit, excludes Farm Units needs. 

SOURCE: FEconomic Analysis Statistical Annex, Farmer Organization 
Strenghtening Project, July 22, 1985. 
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IV. Project Management 

A. Directorate for Cooperative Development (DIFOcODOP) 

The principal counterpart agency for the Project will be the Ministry of 
Economy (MOE). Officially, on project implementation matters, the MDE will be 
represented by the Directorate for Cooperative Development (DIFOcOOP), a 
semi-autonomous dependency charged with the development, legislation, and 
regulation of the cooperative movement. DIFOCOOP's role in the Project is a 
combination of administrative activities and the provision of technical
 
assistance to participating intermediary organizations. In its administrative
 
role, the Directorate will establish a Project Administrative Unit (PAU) which
 
will be attached to the Financial Development Fund (FDF). This Unit will
 
provide administrative support to the Project, including* accounting
 
services, transmittal and control of budget requests, monitoring of 
operational support grants provided to intermediaries, etc.. The Unit will 
consist of a small, well-qualified staff, financed with ESF counterpart funds,
who will carry out their assigned responsibilities under the guidance of the 
DIFOOOOP General Director. In the provision of technical assistance, DIFOCOOP 
personnel will coordinate closely with the technical assistance unit of the 
FDF and participate in the institutional development process to take place 
within each participating intermediary organization. This will include the
 
preparating and refining of the organizational treatment packages, assisting 
these organizations in introducing the changes once the package has been 
developed, providing training to cooperative personnel, and conducting regular
 
audits of their operations. Finally, DIFOCOOP will participate in the 
pre-qualification of 
intermediary institutions seeking entry to the Project,
 
monitor implementation of the Project activities, and ensure compliance with
 
cooperative legislation.
 

B. Financial Development Fund (FDF) 

The key role in implementation will be carried out by the Financial 
Development Fund (FDF) to be created during the Project's start-up phase. The 
Fund will be a completely autonomous entity that will be attached to the 
National Credit Union Federation (FACACH), but which will possess operational 
independence. This autonomy is necessary due to the unique relationship that 
will exist between the FDF and FACACH. The Fund will operate under the FACACH 
umbrella, however, the Federation will be required to meet the same kinds of 
participation criteria as are required of other intermediaries. FDF autonomy 
will be ensured through a binding Coi,.tract which will clearly delineate the 
responsibilities and obligations of both entities. The relationship will be 
reviewed periodically to ensure compliance. The linkage between the FDF and 
FACACH is being made to: 

(1) address the concern of the GOH that the Project not immediately create 
a new, independent Foundation, as was proposed in the original design; and
 

(2) to provide the Credit Union Federation with the opportunity to learn 
the sophisticated FDF financial mechanisms, skills that will be necessary
 
to stabilize akany of its problem affiliates.
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The Financial Development Plind will have as its objective the establ Ishment. of 

a technical resource base to foster the development of the Honduran 

agricultural sector by promoting the institutional development of rural 

intermediaries. Under the Project, the FDF will carry-out a ccynplet scerles 

of activities related to Irtermediary development and financial. 

An initial task wiiL be to draw-iip or update institutionalstabilization. 
analyses of potential project participants to determine the administrative and 

operational adjustments that an appiicant intermediary must undertake to 

qualify for full project participation. The Fund will design the 

administrative treatment packages and assist the intermediaries in adopting 
them. This FDF institutional development assistance will include the 

programming of Project-fuided technical assistance (both short and long--term), 

and entail the development of work plans, distribution of tasks, assignment of 

counterparts and monitoring of technical assistance impact. Finally, FDF 

personnel, in coordination with DIFOOOP, will provide timely support in 

training, extension, marketing, and credit management to each participating 
intermediary as backstop support to their management personnel and leadership. 

will be the financial stabilization ofA second area of concern for the Fund 
the intermediaries. As described previously, the FDF will accomplish the 

financial normalization of participating intermediaries through the use of a 

complex mix of financial tools, including [x)ssible elimination of non-viable 

affiliates and the liquidation of non-performing assets. In its negotiations 

with intermediary creditors, the ?Vi will seek negotiated debt moratoria or 

forbearance agreements where necessary, and will pursue debt restructuring 
through deferral of interest or principal payments, the consolidation of 

creditors, and a general rescheduling of loan commitments. The rescheduling 

process may include principal and interest buy-downs, the use of FDF loan 

guarantees, and the possibility of FDF equity participation in an 

Intermediary. In all cases, the stabilization process will be governed by 

binding contractual agreements (Stabilization Contracts) between the FDF and 

the participating umbrella and/or affiliate organizations. These agreements 

will specify that, in return for relief in the management of outstanding debt, 

the organizations will entrust the Financial Development Fund with a certain 

level of control over their policies, procedures, and operations. This
 

control will include approval authority over budgets, operating pla,s, debt 

cancellation, and requests for new financing. The degree of FDF participation 
In the internal operations of an intermediary will be determined by the 

complexity of the financial normalization required, the amount of risk to be
 

assumed by the Fund, and the degree of institutional development. This FDF 

participation will be clearly delineated in the Stabilization Contract.
 

Finally, as discussed in the section on Credit, the FDF will possess the
 

capability to expand and to channel new short and medium-term firmncing to 

eligible intermediaries should it be necessary. The terms of such financing 

would be the same as those to be used by the private bank(s) selected to 

manage a trust account, and the Intent will be to develop a lines-of-credit 

approach in lending to simplify loan processing and monitoring. It is also
 

possible that the FDF will require intermediary capital participation in the 

Fund at the time of loan repayment to encourage growth of available resources 

for relending and active intermediary participation in the central funding 
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activity. 
 If such a requirement is adopted, intermediary share capital will
 
earn interest on its participation (as a percentage of profits generated), and 
the organization would be provided 
a seat on the FDF Board of Directors. It
should be noted that such capital participation is a long-term goal, and it is 
not expected to occur during tle early life of the Project. The initial
 
emphasis of the credit activity will 
be on increasing the flow of investment
 
and production resources to the 
rural sector, and upon the strengthening of
the capital formation capabilities of each participating intermediary. The 
terms of any FDF lending will be clearly defined in a binding Loan Contract 
which will be similiar in content to the Stabilization Agreements discussed 
previously. 

The Financial Development Fund will be guided by 
a five to seven member Board
 
of Directors which will furnish the organization's overall policy orientation; 
approve specific FDF operational policies (i.e., 
credit, debt restructuring,
 
hiring of personnel, budgets, etc.); and 
provide final approval for

disbursement of assistance tostabilization participating intermediaries. The 
Board will include representation from the Honduran private banking and
agricultural sectors, as well as the participation of the Government of 
Honduras and USAID/H. Presently, it Is expected that this representation will
 
include the Minister of 
Finance and Public Credit, the Minister of Economy,

the National Credit Union Federation, the USAID Mission Director, the
 
Executive Director of 
the Financial Development Fund, and one representative
 
from the private banking system. Tt is expected that this group will serve on
 
a voluntary basis. Daily management of the FSF will be carried out by a

General Manager assisted by a highly qualified professional and administrative 
support staff. The Manager will be an individual with sound credentials in 
finance and agriculture and a proven record of managerial success. The 
candidate will be selected by A.T.D. through 
a competitive process and will be
 
contracted using normal A.I.D. procedures. 

Tile professional staff will be divided Into three functional units -- a 
Financial Services Division, a Technical Services Division and an
 
Administrative Unit.
 

Financial Services Division: The Financial Services Division will consist
 
of a Division Chief, a Deputy (Economist), and four Loan Officers. 
 The
 
principal tasks of this unit will 
be to conduct, in conjunction with the 
Technical Services Division, the intermediary institutional profiles and 
design the administrative modification treatment packages. In addition, 
the Unit will negotiate the financial stabilization contracts with the
 
intermediaries, monitor intermediary compliance with the 
terms and
 
conditions of these contracts, and negotiate the repayment of 
intermediary

debt with creditors. The Financial Division will 
also be charged with the 
preliminary analysis of intermediary financing requests prior to their 
submission to the private bank trust account(s). As discussed, the 
stabilization investments to be made by the FDF will receive final
 
approval from the Board of Directors following the analysis of the
 
Financial Services Division.
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The Technical Services/Instltutional Development Division: 
 The Technical
 
Services Divslon will be composed of a Division Chief (Business Management
Specialist), a Farm Enterprise Specialist, and three institutional
 
analysts with skills in marketing, extension, agricultural production and 
processing, and organizational development. It will participate in the 
development of the Institutional profiles and the design of the treatment 
packages, and provide support to the Intermediaries' throughout the 
institutional development process. Their backstopping function will
 
emphasize analysis of technical problems, including policy design,
 
selection and training of management personnel, orientation and pricing of
 
services provided to members, and the identification and procurement of
 
technical services, both within Honduras and overseas to address problem 
areas.
 

Administrative Unit: The Administrative Unit of the Financial Development 
Fund will be composed of an Administrative Chief, a Deputy, secretarial 
staff, and the DIFOCOOP Project Administrative Unit (PAU). This Office 
will be charged with all aspects of project administration, Including
logistic support, accounting, budget controls, financial reporting, filing 
and procurement. The Administrative Unit will prepare all quartr~v 
financial reports, ensure that all files (i.e., inventories, accounting, 
progress reports, etc.) are maintained on a current status, and control 
all disbursement and l iquidattinn of operational support grants provided to 
participating intermediaries. Finally, the Administrative Unit will 
procure as needed any legal counsel required by Financial Development Fund 
on contractual matters related to intermediary administrative
 
reorganization, financial stabilization 
 and/or credit operations. 

Figure 10 contains the FDF organizational chart. This chart is followed by

Figure 11, which depicts the overall organizational scheme of the Project.
 

V. Summary Project Analyses
 

A. Financial Analysis 

1. Financial Plan 

The total estimated cost of activities for the four-year funding period is 
435.8 million. The A.I.D. contribution will be $16.0 million which represents

45 percent of the total costs. A.I.D. resources will be divided between $7.5 
million in grant funds and 38.5 million in loan funds. The grant monies will
 
be used to finance the costs of technical assistance (long--term and 
short-term), training, a portion of the commodity procurement, and project
evaluations and audits. The A.T.D. loan resources will be used to establish 
the wholesale credit window(s) or trust account(s) to be managed by the 
private bank(s) for onlending of short-term production and medium-term 
investment credit to qualifying Intermediary organizations. 

The $19.8 million GOH contribution represents 55 percent of funding costs. 
These resources, provided by the ESF program, will capitalize a fund ($12.6 
million), managed by the FDF, to financially stabilize the intermediary 
organizations. Reflows of these resources will be maintained by the Financial
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Development Fund to capitalize a revolving fund 
to stabilize new
intermediaries as they enter 
the Project. In addition, a portion of thesefunds may be used to provide financing to participating intermediaries shouldthe Project Loan funds 
become depleted or 
the demand for stabilization

assistance be less than presently expected. 
 GOH monies (approximately 47.2
million) will also be used to 
finance a portion of Project institutional
 
support costs (e.g. salaries, office space, per diem), 
the procurement of
office equipment, and the counterpart requirements of the DIFOCOOP Project
Administrative Unit. 

Figure 12 reveals the summary cost estimate and financial plan for required
funding. Figure 13 demonstrates the detailed disbursement plan, while Figure

14 projects expenditures by year.
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FIGURE 10 

Organizational Chart 
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No. SOURCE 


I. ORGANIZATIONAL DEVELOPMENT
 
A. Technical Assistance
 

1. Long Term Project Management 

2. Long Term FDF 

3. Short Term - Consultants 


B. Commodities
 
1. Microcomputers 

2. Vehicles 

3. Office Equipment 

4. Miscellaneous Supplies 


C. Training 

D. Evaluation and Studies
 

1. Studies (Baseline & Feasibility) 

2. Evaluations 


E. Personr:l
 
i. FDF - Staff 


a) Financial Services Office
 
b) Technical Services Office
 
c) Administrative Office
 

2. DIFOCOOP - Staff 

3. Institutional Support Staffs 


a) FACACH
 
b) FECORAH
 
c) UNIOCOOP
 
d) FECORAH
 
e) ANACH
 

F. Administration & Operation Costs 

G. Office Equipment & Furniture 


II. FINANCIAL STABILIZATION 

III. CREDIT FUNDS 

IV. CONTINGENCY & INFLATION 


Sub-Totals 


GRAND TOTAL 


COST 
FIGURE 12 

ESTIMATE AND FINANCIAL 
us $ (000) 

PLAN 

GRANT 

A I D 
LOAN TOTAL TOTAL GRAND 

FX LC FX LC AID GOH TOTAL 

900 
3,000 

550 

900 
3,000 

550 

900 
3,000 

550 

210 
250 

350 

350 
50 
100 

210 
250 
350 
50 

450 

210 
250 
350 
50 

450 

600 
100 

150 750 
100 

750 
100 

2,000 2,000 

400 
4,000 

400 
4,000 

804 86 
8,000 

500 
8,000 
1,390 

677 
90 

12,637 

677 
90 

12,637 
8,000 
1,390 

6,764 736 8,500 16,000 19,804 35,804 

7,500 8,500 16,000 19,804 35,804 
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I. 

3. Institutional Support Staffs 

a) FACACH 
b) FECORAH 
c) UNIOCOOP 
d) FECORAH 
e) ANACH 

-Administration & Operation Costs 
-ffice Equipment & Furniture 

7I-?ANCIAL STABILIZATION 
.=7DIT FUNDS 

l..7.•TINGENCY 5 INFLATION 804 86 
8,000 

500 
8,000 

1,390 

4,000 

677 
90 

12,637 

F.;-Totals 6,764 736 8,500 16,000 19,804 

----D TOTAL 7,500 8,500 16,000 19,804 

4,000 

677
 
90
 

12,637 
8,000 

1,390 

35,804
 

35,804
 



FIGURE 13
 
DISBURSEMENT SCHEDULE
 

YEAR YEAR YEAR YEAR 
NO. PROJECT INPUTS 1 2 3 4 TOTAL 

I. ORGANIZATIONAL DEVELOPMENT 
A. Technical Assistance 

1. Long Term Project Management 225 225 225 225 900 
2. Long Term FDF 
3. Short Term - Consultants 

750 
200 

750 
200 

750 
100 

750 
50 

3,000 
550 

B. Commodities 
1. Microcomputers 140 70 - - 210 
2. Vehicles 250 - - 250 
3. Office Equipoent 150 150 50 - 350 
4. Miscellaneous Supplies 15 15 15 5 50 

C. Training 150 150 100 50 450 
D. Evaluation and Studies 

1. Studies (Baseline & Feasibility 250 200 150 150 750 
2. Evaluations - 50 - 50 100 

E. Personnel 
1. FDF - Staff 500 500 500 500 2,000 

a) Financial Office 
b) Instit'l. Develpment. Office 
c) Administrative Office 

2. DIFOCOOP - Staff 100 100 100 100 400 
3. Institutional Support Staffs 800 1000 1200 1000 4000 

a) FACACH 

b) FECORAH 
c) UNIOCOOP 
d) FEHCOCAL 
e) ANACH 

F. Administration & Operation Costs 300 200 177 677 
G. Equipment & Furniture 90 - - 90 

II. FINANCIAL STABILIZATION 2,000 4,000 4,000 2,637 12,637 
III. CREDIT FUNDS 2,000 2,400 2,400 1,200 8,000 
IV. CONTINGENCY & INFLATION 139 278 417 556 1,390 

GRAND TOTAL 8,059 10,288 10,184 7,273 35,804 
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FIGURE 14
 

PROJECTION OF EXPENDITURES BY IMPLEMENTATION
 

A 

GRANT 
YEAR FX LC 

irst Year 1,945 274 

econd Year 1,706 282 

bird Year 1,516 141 

ourth Year 1,597 39 

TOTALS 7,764 736 

(us$ 000) 

I D 

LOAN 
FX LC 

- 2,050 

- 2,500 

- 2,550 

- 1,400 

- 8,500 

TOTAL 
AID 

TOTAL 
GOH 

GRAND 
TOTAL 

4,269 

4,488 

3,790 

5,800 

8,059 

10,288 

4,207 5,977 10,184 

3,036 4,237 7,273 

16,000 19,804 35,804 
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2. Disbursement Systems
 

Payment of costs for technical assistance, training, evaluations and audits 

from the grant portion of the Project will he made by A.I.D. to the suppliers 
of the services and participants in accordance with s.andard direct payment 
procedures. Similar direct payment procedures will be used to settle accounts 
with suppliers of commodities financed with loan monies. 

The approximately 38.0 million in loan funds for credit will be disbursed on a 
revolving basis. A.I.D. will deposit an initial amount in a special account 

in the CBH, and this will be utilized to capitalize the trust accounts 
(fideicomisos) to be managed by the private banking system to meet the credit 

needs of participating Intermediaries. As these accounts are drawn upon, 
A.I.). , at the request of the GOH, will provide specified amounts for 
replenishment. 

The $16.467 million in ESF monies for financial stabilization will be 

disbursed in a similiar manner to the FDF. The first Project Implementation 
Letter will specify the initial amount to be transferred as well as the 
procedures for replenishment. The same PIL wiLl also establish the framework 
of an agreement between the COIl and the FDF governing the use of these monies. 

B. Social Analysis 

1. Beneficiary Profile 

The complete Social Analysis, appearing as Annex I, contains a detailed 
profile of the Project's beneficiaries. The full profile includes an analysis 
of key soclo-economic Indicators of the target group and disagregation by 
imo:...',,i, ,y Amf ilinlrions. 

"[,,re 15 below presents, in summary fashion, the number of small farmers who 
will participate In the Project. As the Chart demonstrates, through 
membership In an afrf .1ata of one of the five nati mal lov, l organizations, 
approximately 20,000 growers will be directly involved in this effort. As tho 
Chart demonstrates, through membership in an affiliate of one of the five
 
national level organizations, approximately 6,000 growers will be directly
 
involved in this effort. In line with the controlled expansion strategy, the 

number of participants included will gradually expand as increasing number of
 
affiliates coops are brought on-stream.
 

Regardless of their particular Intermediary affiliation, Project participants, 
without exception, belong to the rural poor. However, in terms of several
 
social indicators and current access to the factors needed for increasing 

productivity, there Is stratification within the beneficiary group. In 
general they are divided into two groups -- minifundistas and small-scale 
growers.
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Figure 15 

Beneficiaries by Intermediary Group 

' Anticipated Number ! Estimated Average ! Total Number 
of Cooperatives to ! Number ef Members ! of Farmers 
Participate in tile per Cooperative !to benefit 
from'
 

the Project 
 ' Activities• FACACH 20 rural cooperatives! 250 1,363

FEHCOCAL 
 13 cooperatives 
 250 1,195 ' 'UNIOOOP 10 cooperatives 
 250 2,939 ' 
ANACH 
 9 regional 
 200 
 355 

cooperatives
FECORAH 
 3 regional centers 
 450 160
 

Total Average !55 affiliate-,' 
 280 6,012
 

a. Minifundistas
 

Minifundistas are characterized as ofowners extremely small, postageor stamp
;ioldings --
 farm size does not exceed 15 manzanas. Typically on 
these
holdings the basic unit, the family, is both the primary economic and
elemental social group. Division of labor is divided along sex 
lines. Adult

miales take the lead In field production activities, while adult females assist

with the field work, carryout a full compliment of domestic chores and
undertake the child rearing 
 tasks. Normally, all available land is in

continuous production and the 
 technology employed tends to be rudimentary,
although the impact of past itiermedlary developments i.snoted by the
Incipient use of improved cultu,-l practices. Production focuses theon
cultivation of basic grains which, except for limited market sale, are

lirected 
 toward meeting household subsistence needs. Members of this strata
 
art found among the affiliates of all five umbrella intermediary
organizations. While the majority of ANACH and FECORAH groups 
farm on a

collective basis, the level of technology employed and the distribution ofproduction practices used are similar to those of Independent minifundistas.
 
it.crefore, 
 they are included In the category. 

b. Small-scale Entrepreneurs 

The small-scale entrepreneur strata refers to those cooperative members with 
holdings in the 16 to 60 manzana range. In general, these units follow theminlfundio pattern of combining economic and social functions in one group -­
the resident family. However, there Is a tendency toward specializationbeyond sex lines. Frequently, casual laborers are hired to carryout planting
and harvesting tasks while the owner assumes the role of farm manager.
CuiLiural practices indicate a gravitation towards the use of a farming systemsmethodology. Field rotation Is common, as are combinations of short-cycle
ground crops with longer-cycle tree crops. A portion of the cultivated area 



-51­

is reserved for b:sic grains while the balance is used for commodities that 
are directed toward domes;tIr and/or International markets. Members of this 
stratum are most frequently foLnd in the UNIOCOOP export cooperatives,
 
FEHCOCAL and FACACII affiliated cooperativres.
 

2. Impact of Past Affiliation 

Regardless of the strata to which a farmer belongs, available data suggests

that membership in a cooperatt,.,e which has participated in a development
 
program has generally been -ipositive experience for the grower. For example,
an evaluation of a prior FACACII coffee credit program indicated increases in 
the use of improved seed (55 percent), fertilizers (50 percent), and
herbicides (47 percent) by participating farmers. Furthermore, in the 
majority of cases, access credit antto Inputs was accompanied by technical
 
assistance.
 

Also, in the coffee sector, research conducted in relation to a FEIICOCAL
 
program revealed sigIl1icant, positive 
benefits derived through cooperative
membership. Datai for the 1978-1979 crop cycle Indicate that credic and

technical assistance made aval]able through the cooperatives contributed
 
directly to yields for cooperative members that were 
 almost 25 oercent higher
than those of non--coop memhers (7.25 qq/mz. vs. 5.1 qq/mz.). The data also
 
suggest that coop members, through 
 Improved processing technology and use of
 
cooperative marketing channels received a higher cash return than their

non-member colleagues. 
 Net Income for cooperative members ranged highas as 
L5,500, while the revenue of non-members was calculated at slightly less than
 
L800.
 

Finally, the data Indicates that, In spite of the recent negative reversals of 
the two UNIOCOOP export cooperatives during the 1984/85/86 cycles, individual
 
UNIOCOOP farmers have made significant progress. With respect to the
 
minifundistas under the 
UNTOCOOP umbrella, there is a noted trend toward
diversification -- cash crops such as beans, vegetables and coffee complement

basic grain production. 
 Prior to joining the cooperative, average income of 
a
 
typical minifundio unit was between L516 and L844. 
 After participation in the
 
program, earnings increased to a range of between 1.826 to L1,353.
 

3. Socio-cultural Feasibility and 
Constraints - Strategies
 

The socio-cultural feasibility of 
the Project turns on three key Issues: (1)
ability to satisfy anticipated capitalization requirements; (2) the 
credit
 
policies adopted; and 
(3) cooperative openness to professional management.

Inherent constraints exist concerning each 
of these matters. However, the
 
project design includes strategies to address the impediments and, in 
so 
doing, realize successful. Implementation. 

a. Anticipated Capitalization Requirements: Affiliated Level
 

In the Ag. Sector II "model." cooperatives, members participate in a 
capitalization program by depositing share capital in the cooperative, and a
 
multiple of this amount Is used 
to determine credit eligibility ceilings (four
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to five times total share capital). Tile member further complements this share
 

capital with an additional 10 percent of the loan value after the produce is
 

marketed and the loan repaid. This obligatory member capitalization program
 
has had great success in assisting the cooperatives in their capital formation 

efforts, and with some adjustment, it will serve as a guide for structuring
 
intermediary capitalization programs to be introduced within the Small Farmer 
Organization Strengthening Project. However, experience has demonstrated two
 
potential obstacles in this approach -- affordability and an attitude which 

views provision of credit as a "State" duty. 

Concerning affordability, the question is simply whether farmers with limited 
incomes and small margins for saving can invest a sizeable portion of their 

earnings in share capital. To account for this constraint, loan mechanisms 

governing lending from affiliates to the farmers will consider at least two 

alternative "savings" arrangements. The first will permit tranch borrowing of 

approved loans. Each traunch will require a capitalization deposit, but the 

amount of each deposit will be relatively small thereby presenting less of a 

burden to the farmer. The second option will consider changes in the 
distribution of the deposit amounts required at the time of loan approval and 
loan repayment. For example, in place of the model 20 percent - 10 percent 
split, consideration will be given to a 15 percent - 20 percent or a 10 
percent - 25 percent breakdown. The effect of these changes will be to shift 
major deposit burden to the marketing pe.riod -- the time at which the farmer 

is financially most solvent. Any modification of the current obligatory
 

capitalization model will. require an in-depth risk analysis, since it will 
likely require an increase in collateral requirements, the introduction of 
binding marketing contracts, and loan monitoring costs will increase. 

The issue of small farmer expectation that the State is bound to provide 
,'redit resources without the -ittachinent of the capitalization component is a 

reflection of an attitude whico views the "State as patron and the provider of 
necessary goods." 

While this dependency mentality has been and continues to be prevalent among
 

-grarian reform beneficiaries, a recent agreement between BANADESA and ANACH 
irndicates that there is latitude for change. As p)art of that agreement: 

PANADESA will help capitalize its regional cooperatives by retaining a portion
 
of the payments owed to these cooperatives for production delivered to IIUMA. 
This agreement stipulates that retentions held will increase over time for a 

maximum limit of 10 percent. The igreement further stipulates that 
ce(,r,pratlves must use five of the eight points that they charge their 

affiliates for handling the credit for the creation of a reserve fund. This 
reserve fund is intended to further capitalize the Regional Cooperatives. Use 
of - similar mechanism will be considered under this Project -- particularly 

within the agrarian reform cooperatives. If this is not done, dependency 
attitdes with respect to government institutions will continue to prevail and 
n I ntnrry member capitalization policies may be difficult to implement. 
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b. Credit Policies
 

As stated previously, revision of credit policies is essent'al if loan 
deliquency Is to be reduced and If the inLermediaries are to achieve sound 
financial growth. However, imany policies are adopted for a variety of reasons 
(ideological and political. heats and administrarive deficiencies) and not 
necessarily based on financial consideratonus. For example, ideological and 
political viriables induced BANADESA to approve and cosign loans for FECORAH 
members despite their lack of experience in lending. Similarly, 
administrative defeciencies prevented both FACACH and BANADESA from adequately
supervising loans provided to small farmers and land reform groups affiliated 
to FECORAII and ANACH, resulting in increasing recovery and liquidity
problems. The question remains, can the participating intermediaries reverse 
past trends and are they willing to emphasize fiscal matters In reformulating 
their operational policies? 

Experience has demonstrated to FACACT that ideological variables cannot guide 
the implementatlon of agricultural credit programs. Their present credit 
policies implicilty reflect the results of shortsighted policies. The 
agricultural credit program Implemented by this institution has been a social 
success but financl,-il falure. FACACH has begun to understand that the 
implementation ol credit programs based merely on ideological grounds may 
jeopardize Its financial stability. As a result, stricter lending policies 
are already being applied. The concern with the finaucial stability of the
 
Institution, which according to leaders in FACACHI will also have a positive 
impact on the stability of its affiliates and the socio-economic situation of 
individual members, has motivated management to adopt intervention measures to 
correct the administrative deficiencies that have caused high delinquency 
rates. That is, for FACACH the application of stricter lending policies as
 
well as the implementation of Intervention measures are part of a package that 
will provide the institution with the financial stability needed to continue
 
operating. Commitment to the application of the stricter lending policies and
 
the intervention measures adopted has been observed. This aspect of project
 
activities will not face Implementation difficulties in the case of FACACH.
 

BANADESA has been the main source of credit for ANACH and FECORAH. The 
management of BANADESA has begun to recognize that the delinquency problems 
they currently confront have their origin in the soft credit policies of past 
years that guided loan approvals to both independent and collective farming 
units. To correct these problems and to prevent decapitalization, BANADESA 
has recently adopted stricter credit policies. In reference to land reform 
beneficiaries, these policies stipulate that loans should be approved for 
cooperatives that: (1) have paid all of their previous debts; (2) for which 
debts have not been restructured; (3) have at least a manager and an 
accountant in charge of loan management; and (4) have strict control of the 
marketing of production. Tn addition, loans are authorized only when an 
investment plan is presented and when this investment shows that farmers 
assume at least 25 percent of the anticipated labor costs. BANADESA's credit 
policy has obviously had an impect on how both ANACH and FECORAI operate, and 
it can be argued that their own credit policies are a reflection of 
BANADESA's. The liquidity problems of BANADESA become so severe thehave that 
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Bank is now designing a new credit policy which demands greater collateral
from borrowers. 
 The lack of lendable 
resources has limited the availability

of credit to finance the affiliates of FECORAI and ANACH, and it can be
expected that 
this will influence the willingness of these organizations in
 
:idopting more stringent credit approval criteria.
 

No major difficulties in enforcing strict lending policies in the 
case of
 
FEHCOCAL and UNIOCOOP are anticipated.
 

c. Receptivity to Professional Management 

Self-determination has been a key tenet 
in the Honduran cooperative movement.
 
However, a review of 
the history of this principle suggests an evolutionary
 
process in which its importance decreases over time.
 

During the first stages of the peasant movement, farmer associations fought

for the enforcement of the agrarian reform law and 
the adjudication of land.

The majority of farmers that founded these associations were small producers
 
or ex-laborers on Fruit Company plantations that demanded their 
right to havea patrimony. During the early stages of tile movement, the participation of
 
outside managers in administration of matters pertaining 
 to the development ofthe first farmer group organized was totally rejected. Later however, when
 
agricultural projects of 
 a greater size began to be implemented, farmers

accepted the involvement of public sector institutions in management.

Acceptance of their involvement was based on the fact 
 that these public
Lnstitutions had been co-signers of the loans granted by international donors 
to implement the projects. Farmers also began to accept the involvement ofmultinationals having the technological know-how to cultivate and process
production. It was believed that only with their assistance could the newly
reated enterprises become profitable businesses. Multinationals provided notonly technical advice, but were often Involved in managing andloans keeping

track of expenditures. 
 The African Palm Project Implemented in the Bajo Aguan

is an example of how public sector institutLons participated as managers of

agrarian 
 reform projects, and, the banana project implemented In Guanchias is 
an example of the involvement of multinational firms. Professional managers

who were not government employees were subsequently hired by the peasant
enterprises to replace the representatives from the public sector. This isparticularly the case in two well-known enterprises, COAPALMA and HONDUPALMA. 
.'roject beneficiaries selected, with the assistance of the goverment, outside 
vianagers and made them responsible for the management of their businesses. 

While outside management continues to be a delicate matter and must be handled
,in a case-by-case basis, the recent movement toward Its acceptance, and the
iLncreased complexity of cooperative programs which surpass the management
skills of the peasant leadership, provide a strong indication that it will be 
adopted by the Intermediaries participating in this project. 



-55-


C. Economic Analysis 

I. Results and recommendations. 

As shown in Table II/ under the basic benchmark scenario, the resources

directly made avallale by the Project, plus other resources channelled
 
through the farmer organizations, give rise 
to an overall economic internalrate of return of approximately 23 percent. The sensitivity analysis
indicates that (see Table 2) tile overall rate becomes positive only after the 
eighth year, and greater than 15 percent only after the eleventh.
 

Investment in UNIOCOOP reveals by far the highest return among the fiveorganizations, with also FEIJCOCAL showing a high rate. The rate of FACACH is
modest (6 percent), while those for FECORAH and ANACH are even less optimistic. 

The internal rates of return prove to be highly sensitive to some key basic
 
scenario assumptions. For Instance, 
 if yield increases are 25 percent lowerthan those assumed in the basic scenario, the Project's overall rate of returnbecomes negative and only UNIOCOOP and FEHCOCAL show positive rates (33 and 9percent respectively). Alternatively, If costs are assumed to be 20 percent
higher, .the overall rate of return falls to slightly over 5 percent. 

What these results mean Is that if the basic scenario assumptions regarding

costs or 
yields were to materialize in practice, and the strengthened farmerorganizations were able to generate and channel resources to farm units in theamounts contemplated in the calculations, a positive and significant impact onagricultural productiviLty and production would take place. Over the long run,
such impact would more than compensate for the resource costs involved and theProject would make economic sense. However, the very high sensitivity of the
 
rates of return to changes In yields 
 or costs, coupled with the unavoidablewide margins of error built into the data and assumptions used in the present

analysis, underline 
 the need to be extremely cautious regarding the amount anddisbursement schedule of the resources contemplated in the Project. As is

underscored by the controlled 
expansion strategy. 

If the basic scenario projections regarding costs or yields prove to be too 
optimistic, 
the project could result in significant economic losses.
 

In the above light, it is advisable 
to adopt a go-slow project implementation
 
process according to which the effectiveness of the proposed credit and
institutional assistance be tested first only in the most promising farmer 
organizations. Only when and if 
the efforts into those institutions are
validated by success should the same approach be tried with the two or three 
more difficult organizations. In addition, a more detailed economic analysis

based on more robust information would be justified. 

Regarding the Individual organizations, the results offer basisa forsuggesting that given its low rate of return under the basic scenario, the 
cropping patterns and other practices of FACACII be given special attention.Analogously, it Is clear that the desirability of Including FECORAH and ANACH 
in the project should be reassessed on a regular basis. 

I/ Tables are presented in Annex G. 
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Other sensitivity tests results warrant attention. 
 If relative to basic
benchmark scenario conditions, the cultivation of an export crop (chile

cayenne) is increased from 0.25 manzana to 0.5 manzana farm
in units otherwiseheavily engaged in basic grains cultivation, the Project's overall rate of
 
return rises 41 
percent with all organizations showing rates higher than 20
Percent. 2/ These results strongly suggest that the Project should promote a 
greater Tmphasis on 
export crops away from basic grain cultivation. Such
movement toward farmer diversification is 
a basic tenet of the USAID/Honduras

agricultural strategy as exemplified by 
the Export Promotion Project

(522-0207). This same emphasis will be included 
In all extension activity
tinder this Project. Such an emphasis is advocated by A.T.D. Hondurasin as
 
part of its agricultural development strategy.
 

Given the assumptions, the with-project scenario would be financially

attractive to farmers. 
 The margin between expenses and revenues is more
sufficient to enable them to cover the cost of all the 

than 
productive inputs they

use, including the services from parent organizations from which they
benefit. The Project, therefore, has potential for being commercially

viable. It is important, nonetheless, that the cooperatives and farmer
organizations develop the mechanisms to recover the financial 
 costs incurred
 
In providing services and Inpuits to their members.
 

Still other sensitivity results show that if the number farmof units 
effectively benefiting from the Project significantly increase, the rises in
the retes of 
return would be considerable. For example, if 
relative to the

basic scenario, twice the number of farm units participated in the project

from year 2, the overall rate of return would more than 
double. 

2. Assumptions 

Assumptions regarding specific crops and cooperatives are presented in
 
footnotes under annex tables. The following are the basic assumptions made: 

a. With and without-project scenarios 

Current budgets for UNIOCOOP farms were taken as Indicative of thevi th-project scenarios. The is thatreason the Project would enable such
 
forms 
to maintain credit and technical assistance levels that have been

achieved through prior initiatives. The without-project scenarios reflect the
situation of farms which have not frombenefited past projects and which areriot members of UNIOCOOP. Essentially, as UNIOOOP member farms have access to 
desirable levels of credit and assistance, the budgets of present UNIOCOOPfarms served as a proxy of the yields and market conditions attainable through-h Project by other farms. This view reflects the opinion of mission and 
non-mission agricultural specialists.
 

For example, 20 de Marzo, and the cooperatives In ANACH, FACACH and 
FECORAI are heavily engaged in basic grains cultivation.
 

21 
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b. Basic Benchmark Scenario.
 

Based on data and information collected from cuoperative officials on cropping
 

patterns, expected yields, prices, and required inputs, the financial and
 

economic resource flows were calculated for five farm unit prototypes.
 

were used for each of the four UNIOCOOP (Model) coops, and
Distinct prototypes 

for FECOHCAL. Due to lack of available data for ANACH, FECORAH and FACACH,
 

prototype "A" (used for the basic grain oriented "20 de Marzo" coop of
 

UNIOCOOP) was employed for those intermediaries.
 

Total manzanas cultivated per farm unit ranged from 4 to 10 manzanas.
 

Prototypes varied in orientation from those engaged primarily in the 

production of basic grains to others which produced mostly export crops. A 

summary sketch of each prototype used including size, crop patterns, yearly 

crop cycles, and "without" and "with-project" yield estimates is found in
 

Table 3.
 

The number of prototypical farm units for each affiliate coop which were 

likely to achieve the higher yields in the "with-project" scenario was 

obtained based on information from cooperative officials. A summary breakdown 

for each particip.iIng intermediary including the average size of its
 

affiliated coops (in terms of numbers of prototypical farm units), expected
 

annual expansion rates, and the specific prototype used is found in Table 2.
 

The total estimated number of farm units and cooperatives that will benefit
 

from the project resources under the basic benchmark scenario is projected in
 

Table 1. The estimates were arrived at by mission specialists. Alternative
 

projections and scenarios were used in the sensitivity tests--see Table 4.
 

c. Availability of Markets and Generation of Resources.
 

The calculations assume that satisfactory domestic and international markets
 

exist or will be developed for the additional production resulting due to the
 

Project. The validity of such an assumption in part depends on the success of
 

other A.I.D. projects (e.g. Agricultural Domestic Marketing Project planned
 

for FY 1987).
 

The present analysis also assumes that farmer organizations participating in 

the Project will become efficient and credit-worthy institutions, and will be
 

able to attract the level of complementary resources contemplated in the
 

calculations.
 

d. Costs.
 

With-project costs at the cooperative level represent net operating expenses
 

of the respective cooperatives. They were obtained by substracting total
 

sales revenue minus costs of sales from total operating costs. For those
 
revenues for the base
cooperatives which experienced negative net sales 


period, actual operating costs only were used.
 

With-project costs at the national farmer intermediary level represent direct
 

project-funded expenses which correspond to the use of real goods and 
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services. Transfer payments such as the $12.6 million Financial Stabilization
Fund and the 18 million Credit Component were not used as such in thecalculations. However, the real resources made available by the Project's
credit component and other potential credit sources are accounted for in theanalysis through the increased farm unit co ts associated with additional 
agricultural inputs in the with-project scenario.
 

3. Procedures
 

After the basic data were 
collected and processed, a financial cash flow

analysis was carried out for the prototype farms. Market prices as actually
paid or received by the farmers were used at 
this stage. Accordingly, values
 
were in farmgate prices and the viewpoint adopted was that of the individualfarmer. This type of analysis helps to shed light on whether the project is 
financially viable whetherand the financial Incentives are likely to be
 
sufficient for the farmers.
 

The next step was to 
carry out an economic (efficiency) analysis. This
 
analysis measures whether the real value created through the Project and othercomplementary resources more than take up for the real cost of the inputs
utilized. In the sense used, "real" refers to 
the society's willingness to
 
pay for the goods or services produced or used in the production processes
made possible by the Project. Market prices used for the financial analysis
were corrected to more accurately reflect the society values andway output 

inputs.
 

After the economic prices were determined, the core procedure consisted in
identifying incremental costs and benefits, i.e., the difference between thewith- and the without-project scenarios. The incremental values were computed

by respectively 
 substracting the wLthout-project costs and benefits from thewith-project costs benefiL-. differenceand The between incremental benefits 
and incremental costs gave the 
jet incremental benefit for each year of the
 
time horizon contemplated--i.e., 
the cash flow. Finally, the cash flow values 
were used in calculating the internal economic rate of return. 

4. The calculation of economic prices. 

As mentioned above, financial 
prices were revised to correct for major

distortions in order to arrive at economic or efficiency prices. The 
following major adjustments were made:
 

uL basic grains (corn, beans and rice),

V, selected agricultural products. For 

aud for certain other items such as tomatoes for example, through
cooperatives, farmers will benefit from TIHMA-supported 

the 
prices for their 

produce.3/ These prices are higher than those that would prevail in thehee marlRet--i.e., without IHMA. The price at which farmers would have toseil without the Project (and the cooperatives) was estimated as the price
1aELuiers paid to the free-market intermediary, the "coyote". The economic 
price was estimated as the midpoint between the price paid by the coyote andLo-; price paid by IHMA. In the case of agricultural produce which is 
expor.ed, the price was adjusted as indicated below in connection with
1.jLstments for foreign exchange. 

http:expor.ed


-59-


Unskilled labor. If unskilled labor wages reflected the value of the marginal

product of unskilled labor, then the wages necessary to bid such labor would
 
provide a measure of the value of the goods and services that could have been
 
produced in other activities. However, Honduras suffers from high 
unemployment of unskilled labor and its society does not really give up any
goods or services by using otherwise unemployed labor in the productive 
activities the Project makes possible. Accordingly, the financial cost of 
labor has to be adjusted to arrive at an estimate of the opportunity cost of 
using labor. In the present analysis, for the basic scenario it has been 
assumed that the overall unemployment (i.e., overall in the sense of 
reflecting all the dimensions of unemployment) that unskilled labor in 
Honduras experiences and is likely to experience in the foreseeable future is 
30 percent. On the basis of this assumption, it was estimated that only 70 
percent of payments to unskilled workers measure foregone production. 

Foreign exchange. As Honduras' currency is overvalued, the official foreign
exchange rate undervalues foreign exchange. This means that the incremental 
value derived from additional exports, and the incremental costs associated 
with additional imported inputs, are underestimated. Therefore, the foreign 
exchange rate used to price exports and Imports in lempiras has to be 
adjusted. In this analysis it has been assurmed that the true lempira price of 
a dollar is L 2.60 and, accordingly, a premium of 30 percent has been placed 
on foreign exchange. 

Imported inputs and tariff taxes or quasi-taxes. Imported inputs such as 
fertilizer and herbicides are subject in Honduras to tariff taxes and/or
 
various port charges which are akin to taxes. As such charges are transfer 
payments among Hondurans, they must be subtracted from the lempira price of 
such products. In addition to the effect of the taxes and quasi-taxes, 
available input prices were on a farmgate basis and reflected the impact of 
exchange rate distortions and port-to-farm transportation and related 
expenses. Therefore, the following methodology was employed to arrive at an 
appropriate conversion factor to obtain economic efficiency prices for 
imported inputs: 

a) Substract the port-to-farm transportation and related expenses 
from the farmgate prices. This gives the lempira cost of the item at the port

of entry at the official exchange rate. 

b) Deduct the tariff and similar charges from the price arrived at 
after step (a). 

c) Convert the value obtained after step (b) to economic border 
prices by multiplying by a factor reflecting the foreign exchange premium. 

d) Add the transportation and related expenses that had been deducted 
at step (a) to the value arrived at after step (c).
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In the present analysis both tariff and similar charges, and transportation

and related charges, were taken as amounting to about 10 percent each of the
 
CIF price. All these steps were accomplished by multiplying the available
 
farmgate prices by 1.17.4/ 

D. Technical Analysis 

The strategies and policies that will guide the Project activities are those 
which have been used to develop the successful "model" regional agricultural

cooperatives. Briefly stated, the development strategy proposes that
 
rural-based intermediary institutions are 
the most effective mechanism to

retail services to the small farmer population, provided they have sufficient
 
membership to achieve economies 
 of scale, professional manageient and
administrative systems, and service programs and pricing policies arethat 

consistent with economic growth and self-sufficiency.
 

The technical constraints to application the structural modelthe of within
 
the Project can be divided among the major Project components (i.e., the
 
institutional development, financial stabilization, and the wholesale credit
 
windows).
 

1. Institutional Development
 

Although the Mission believes that nn effective institutional design for 
agricultural service intermediaries has been developed within the four "model" 
regional agricultural service cooperatives supported under the Agricultural 
Sector II Program, this design will require modifications to permit it to be 
introduced into rural intermediaries which differ from the "model" 
cooperatives in such membership, programs, Forareas as service etc. example, 
the coffee cooperatives are primarily mirketing associations and not 
multi-service internediaries. Their inclusion as Project participants will 
require some alterations in the institutional design and policy development
used within the "model" cooperatives. Similarly, the rural credit 
cooperatives of the FACACHI system are 
savings and loan institutions, do not
 
possess input supply nor marketing services, and will require different 
adaptations of the institutional model. These modifications in the different
 
institutional designs will be a part of specific treatment packages. In areas 

4/ Let Y=CIF lempira price of 
an input Z valued at the official rate, and
 
X=farmgate prices of the input after adding port and freight charges.

Then, X=Y+0.IY+O.lY or (X/I.2)=Y. As one wants to determine the value of Y 
in order to adjust by the premium exchange rate factor of 1.3, and then 
add to the adjusted Y the freight charges to find the economic farmgate
price of an input Z, algebraically the operations can be expressed as: 
Y(l.3)+Y(O.I)=Z or Y(I.4)=Z. Replacing (X/1.2)=Y into lastthis equation 
one has (X/l.2)l.4=Z or Xl.17=Z. 

http:X=Y+0.IY+O.lY
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such as member capital participation, credit policies, and professional
 
management systems, few changes will be made. The PP development process has 

identified potential Project participants and conducted feasibility analyses 
at the national level. Institutional analyses at the affiliate level, as well 
as the design of the treatments and the negotiation of participation terms for 
both umbrella organizations and their affiliates will be a normal part of 
implementation. 

Agreement to the individual institutional designs and policy determinations 
must be obtained with each of the potential Project participants to permit
 
budgets and technical assistance requirements to be identified and
 
programmed. The Mission has discussed the general parameters of the Project 
with all of the potential participants and each has expressed interest in 
participating in the analysis process. 

2. Financial Stabilization 

The national level organization of FEHCOCAL, FECORAH, and ANACH and virtually
 

every affiliate of all five umbrella groups will require significant financial
 
stabilization efforts. This stabilization will be effected using a mix of
 
debt restructuring and recapitalization vehicles according to the particular 
circumstances governing the fiscal position of the specific intermediaries. 
Debt restructuring will be applied in cases in which the financial picture of
 
the group in question is relatively sound. Other more complex mechanisms, 
including possible equity participation, will be employed in the more severe 
instances of financial insolvency or bankruptcy.
 

All financial stabilization transactions will be managed by the Financial
 
Development Fund which will have stewardship of the project resources assigned 
for the purpose. Each transaction will be governed by a legal contract 
between the FDF and the participating intermediary which will detail the terms 
of the debt relief and the responsibility of each party involved. In general,
 
the agreements will specify that, in return for assistance with debt 
repayment, the intermediary will cede a certain level of control of the 
management of its affairs to the Fund. The management control will be 
returned to the Intermediary when the debt is retired or the equity
 
repur chased.
 

It is the Mission's judgment that the complex mix of financial stabilization 
mechanisms represent the most appropriate technical approach for resolving the 
intermediaries' fiscal problems. When it is applied, debt restructuring will
 
make payment of outstanding obligations manageable by consolidating the number 
of creditors, extending the repayment period, and adjusting interest rates 
downward to reduce the debt service burden. Other mechanisms, such as 
negotiated principal and interest write-downs, outright assumption of 
obligations, repayment guarantee's, and equity participation schemes will 
permit injections of new capital into near-bankrupt institutions while 
allowing them to regain total independence through stock repurchase once 
normalization has been achieved. 
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3. Wholesale Credit Windows
 

The constraints inherent in the design of the wholesale credit windows (i.e., 
the FDF and the private bank-managed trust accounts) are linked to operational
policy development and the conceptual use of credit within the Project. This 
component recognizes that credit is a tool to be used in the institutional 
development process and not an end 
in itself. As was stated in the component 
description, the credit activity will experiment with new mechanisms to 
finance intermediaries, including the introduction of permanen 
lines-of-credit which mix short-term production credit with medium-term 
investment financing.
 

The thrust of 
the credit lines will be to reinforce the institutional
 
development effort. An intermediary can approach a private bank-managed t ust
 
fund for credit resources for on-lending to members only after compliance with 
Project participation threshold criteria. Although the lending institution
 
will exercise final approval authority on 
be subject to review and concurrence by the 

loan 
FDF. 

requests, all applications will 

E. Environmental Statement 

An Initial Environmental Examination (lEE) was prepared as a part of the PID 
design. The IEE recommended a negative determination which was concurred in 
by the USAID/Honduras Acting Mission Director in December, 1984. 

The negative determination was reached in accordance with A.I.D. Handbook No. 
3, Appendix 20, Section 216.2C, which establishes criteria for exempting the 
environmental analysis subsequent to 
the IEE on the basis of categorical

exclusion. Among the eligible categories are programs that have no effect on 
the natural or physical enviroment except to the extent that such programs
contain activities (e.g., construction) that have a direct impact on the 
environment. As stated in Section III, the purpose of this Project is to
 
establish a mechanism through which to channel productive resources to 
small-scale farmers. Major Project conponents are the institutional 
strengthening and financial stabilization of the farmer organizations and the 
provision of agricultural credit. Accordingly, the USAID/Honduras judges that 
the negative IEE determination in the PID remains valid and no further 
environmental analysis is required.
 

VI. Project Implementation Arrangements 

A. Administrative Arrangements 

1. Role and Responsabilities of USAID 

The Project will be managed by the designated project manager in the Office of 
Rural Development of USAID/Honduras who will be responsible for monitoring the 
progress of inputs. 
 The A.I.D. project manager, aided by contract personnel,

will work closely with the Financial Development Fund (FDF), DIFOOOP, FACACH, 
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UNIOOOP, FEHCOCAL, ANACH, FECORAH and the participating intermediary 
organization affiliates. The Project Manager will assure compliance with the 
terms and conditions of the Project Agreement:, verify that proper procedures 
are followed for all procurement, contracting and management, and help solve 
implementation problems and project issues that arise. 

A Mission project review committee composed of the Project Manager, the Chief 
of the Rural Development Office, and representatives of other appropriate 
USAID offices will review project status quarterly, identify potential
 
problems, develop appropriate solutions and prepare periodic status reports. 

The Office of Development Finance will be responsible for preparing the 
Project Agreement and will assist the Project Manager in the preparation of
 
subsequent PIL's, as well as other official project correspondence. The
 
Office of the Controller will review all disbursement requests for conformity
 
with A.I.D. regulations and ensure that proper accounting procedures are 
followed by the GOl and other participating organizations. The Office of 
Development Programs will coordinate all evaluations in conjuction with the 
project manager and will advise on data base requirements for the Project. 

2. Role of DIFOOOOP 

DIFOCOOP will serve as the official cooperating host country entity for the
 

Project. As noted elsewhere, DIIuLOOP involvement will center on monitoring
 
overall progress, programming the Froject-sponsored training participants, 
providing technical support to participating intermediary organizations, and 
assisting in the preparation of the institutional analyses. In addition, the
 

DIFOCOOP Project Administrative Unit (PAU) will be attached to the Financial 
Development Fund (FDF) and will provide support in accounting, financial 
reporting, and general administration. 

3. Financial Development Fund
 

The FDF will carryout and monitor all elements of the Project related to the 
organizational restructuring and assume a direct role in the financial 
stabilization of the intermediaries at both the national and affiliate 
levels. This will include participation in the design of institutional
 
reorganization packages, negotiation of the conditions for the participation 
of the intermediaries, negotiation of terms for cancellation of outstanding 

debt, review and approval of intermediary investment plans, and approval of 
intermediary requests for production credit and investment financing. The FDF 
will provide the private bank(s) selected to manage Project-financed trust
 
accounts with a "Certificate of Eligibility" for intermediaries requesting
 
access to these resources.
 

B. Implementation Period 

An eight-year implementation period is proposed for A.I.D. participation in
 

this Project. As described previously, this Project Amendment will complete
 
funding for the initial four years. An evaluation and intensive review will 

be carried out in the Project's third year to measure overall progress and 
determine the level and composition of additional resources if appropriate. 
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C. Implementation Plan (Year 1) 

Da te Act iv i ty 

August 86 

September 86 

- Project Agreement Amendment 
signed 

- RFTP prepared for technical 
assistance to FDF. 

October 86 

- Completion of contracting 
process for USAID Project 

Technical Manager. 

- IFB for commodities prepared. 

- RFTP issued. 

November 86 - Bylaws 
approved 

of 
by 

the FDF completed 
A.I.D. and GOH. 

and 

December 86 

- FDF Board of Directors named. 

- Committees formed to evaluate 
RFTP submittals. 

January 87 - RFTP proposals reviewed and 
contractor selected. 

- Contracting of 
staff initiated. 

Honduran FDF 

March 87 - Arrival 
advisors. 

of long-term FDF 

- FDF submits 

work plan. 
operating budget and 

- Elaboration of intermediary 

profiles and participation
criteria initiated. 

April 87 

- Formal contracts with 
intermediaries concerning 
participation made. 

- Treatment packages for UNIOCOOP 
and FACACH designed. 

May 87 - FACACH and UNIOCOOP umbrella 
groups comply with stabilization 
criteria. 
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- Treatment packages for four 
tNIOOOOP and four FACACH
affiliates begins. 

- Institutional treatment package
design and implemented for FECORAH. 

June 87 - Treatment packages for ANACH and 
FEHCOCAL umbrella groups designed
 

and negotiated.
 

- FECORAH meets entrance criteria. 

August 87 
 - First production and investment
 
credit loans made. 

- Treatment packages designed and 
under negotiation with ANACH and 
FEHCDCAL.
 

- Two ANACH and four FEHCOCAL 
affiliates reach participation
threshold, and financial 
stabilization packages under
 
negotiation.
 

- Administrative evaluation of 
Project initiated.
 

D. Procurement Plan 

The Project will finance technical assistance, commodities, and moderate 
amount of off-shore training. All grant-funded technical assistance will be

contracted for directly by A.I.D. using institutional, PSC and/or PASA modes. 
An institutional contract will be let to 
the most responsive, qualified bidder 
to an RFTP that will be issued by the Mission. A joint USAID/Honduras - Host 
Country committee will be formed to review and rank the proposals and select 
the contractor. 
 The PSC will be awarded to a qualified individual to serve as
 
an assistant to the USAID/Honduras Project Manager in implementing this 
effort. Recruitment and selection of the appropriate individual will be made 
in accordance with A.I.D. competitive procurement procedures. A.I.D. will 
also contract FDF local personnel, funded with GOH counterpart, using 
competitive procurement.
 

Commodities purchased the will involve both andunder Project international 
local procurements. The international procurements will be carried out by

A.I.D. in collaboration with the host country through the formal IFB process.
Additional commodity procurement (i.e., vehicles, computers, etc.) will be
included in the technical assistance contracted awarded to the firm which 
provides the long-term technical assistance to the FDF. USAID/Honduras will 
prepare the technical specifications, prepare and issue the documentation, 
review the responses and select the most responsive firm in the case of IFB
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procurement. Local purchase will be effected by the counterpart agency or theFDF in accordance with A.I.D. procedures concerning advertising and
 
competition.
 

The training element of the Project will consist of short courses, of not more
than three months in duration, for approximately 30 officials of theparticipating intermediary organizations in financial analysis and
institutional development. 
 These individuals will be nominated by the

institutions for whom they work and selected subject to USAID approval. 

E. Evaluation Plan 

1. General 

The evaluation plan is designed to measure advances toward realization of
projected outputs and achievement of overall project purpose. Two evaluationswill be carried out during the four-year funding period -- the first one year
after the project begins and the second at the end of the third year of
implementation. In combination with normal monitoring activities, the
evaluation will measure implementation progress and 
provide the basis formid-course design corrections as well as estimates for future year funding.
The second evaluation will include an 
intensive review to determine thesuccess of the Project, as welt as the appropriateness continuing the on-going 
activities.
 

2. Responsibilities 

DIFOCOOP will be responsible for overseeing the progress of project

implementation. To this end, it will 
be supported by the USAID/Honduras
Evaluation Officer assigned to the Office of Development Programs, who willassist in developing the scope- of work, and in identifying and procuring thetechnical expertise to conduct the reviews. 
 The Project includes grant

funding to underwrite the expenses of the evaluation. 

3. Data Requirements 

The data requirements for the evaluation exercises are divided into two
 
categories:
 

a. Baseline Data 

Accurate baseline data on the social and economic status of the target

population will be necessary to 
 gauge the impact of the Project on thebeneficiaries. Some of this information is already available in the Mission.
Data that is lacking will be developed during the course of implementation
through use of the Area Sample Frame method funded through a parallel A.I.D. 
activity.
 

Baseline data on the organization and financial status of the participating
intermediaries is needed to determine the impact of the Project on theseentities. For the five umbrella organizations, this information (e.g., 
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balance 
sheets, staffing patterns, policies, objectives) was obtained while
 
designing the Project, however an update of this data will be necessary. 
Similar information will be gathered on the affiliates as a part of the
 
process of formulating the reorganization treatment packages. Like
 
information will be developed during 
 intermediate points of implementation to 
determine the degree to which the institutional changes are enhancing

intermediary operations and the extent to which 
 further modifications may be 
necessary.
 

b. Survey Data 

The Area Sample Frame will provide the benchmark statistical data to gauge the 
impact of Project activities on the recipient farmer population. Included 
among the Items to be measured are: 

- yield level of crops 
- production credit demand
 
- participation In Intermediary programs
 
- crop mix
 
- degree of change 
from original cropping system
 
- income
 
- living conditions
 
- application of improved farming technologies
 
- attitudes toward interme(liary organizations
 

These data will be complemented by qualitative information developed through 
participant observation field techniques. 
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Annex A 

CERTIFICATION PURSUANT TO SECTION (6L1e) OF THE FOREICN 
ASSISTANCE ACT OF 1961, AS AMENDED 

I, Carl H. Leonard, 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 judgement Honduras
has both the financial and the human resource capability to effectively 
maintain and utilize the capital assistance project: Small Farmer 
Organization Strengthening. 

Carl H. Leonard
 

Acting Mission Director, 
USA ID/Honduras 
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Annex B 

Summary Institutional Profiles 

The organizations that will participate in the Project are DIFOGOOP, FDF, 
UNIOJOOP, FACACH, FEHcOCAL, FECORAH, and ANACH. The following analyses
considers each of these organizations in terms of their: (1) legal status and 
objectives; (2) membership; (3) organization and personnel; (4) involvement in 
the Project. 

i. DIFO COOP 

a. Legal Status and Objectives 

The Directorate of Cooperative Development (DIFOCOOP) is a de-centralized GOH 
institution created by Decree Law No. 1.58, dated March 12, 1954. This 
semi-autonomus organization constitutes the major public sector entity
responsible for the organization and supervision of cooperatives in Honduras, 
and it is attached to the Ministry of Economy. DIFOCOOP has its own Director 
who has budgetary, administrative and programatic authority within the 
organization. The specific objecrives of the Directorate are to: (1)
 
initiate, promote and coordinate the organfzation and development of
 
cooperative associations; (2) represent the cooperative movement before 
BANADESA and other financial Institutions and negotiate financial assistance 
for the cooperative organizations; (3) provide technical assistance for 
cooperative organizations; (4) inspect and control the cooperative movement; 
and (5) approve the organization, termination and liquidation of cooperative
 
groups.
 

2. Organizattonal Structure and Personnel. 

The governing body of the Directorate is a Board of Directors which was 
created by Executive Decree 688 issued on July 27, 1982. The Board is 
composed of four members representing respectively the Ministry of Economy,
the Ministry of Finance and Public Credit, BANADESA and the Cooperative 
Associations. The principal function of the Board is to provide overall
 
policy guidance for the Directorate. In addition, it oversees the 
administration of DIFOCOOP's funds and acts to change the Directorate's 
By-laws when necessary. 

Daily operations of the Directorate are the responsibility of an Executive 
Director who is appointed by the Minister of Economy. The execution of duties 
is divided among three main departments: (1) logistic support including 
administration and accounting units; (2) technical support composed of 
program, legal, audit, inspection, personnel and cooperative registration 
groups; and (3) operations which Includes sub-sector specific cooperative 
development units as well as training cadre. 
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c. Capacity to Carryout Assigned Project Tasks. 

Throughout its existence DIFOCOOP has exhibited an uneven track record in
 
executing cooperative development programs. During 
 its early years, the 
Directorate suffered 
from a chronic shortage of financial support. This
 
limited project implementation capacity, provoked frequent staff turnovers and 
resulted in little program continuity. With the introduction of substantial

GOH and donor assistance in 1980, the Directorate's performance improved
 
markedly. The quality of 
the staff has been upgraded and policies have been
 
refined to focus only on activities related to carrying-out its mandate. 

In 1982, a watershed activity for DIF0JCOOP began when it assumed 
responsibility for the Service Cooperative component of the Agricultural
 
Sector II Program. The Directorate created an Executing Unit, consisting of
 
administrative, technical and support staff, and granted it sufficient
 
latitude to carryout its responsibilities. The success enjoyed by this
activity of the Sector II Program is atributable to the Executing Unit's 
organization and performance. 
 Moreover, the "model" cooperatives developed
under this initiative provided the structural basis for this Small Farmer 
Organization Strengthening Project. DIFOOOP has also successfully managed a

large PL480 Program with great skill. It is the Mission's judgement that
 
DIFOCOOP, on the basis of is performance in prior and on-going A.I.D. and

other donor projects, has demonstrated the capacity to adequately carryout its
 
responsibilities in this Project. 
 This is particularly true of the Project
 
Administrative Unit (PAU) which will be attached to 
the FDF.
 

3. Financial Development Fund (FDF) 

a. Legal Status and Objectives 

The FDF will be created and at.ached to the National Credit Union Federation 
(FACACH) during the Project's first year. The Fund will be an autonomous
 
entity possessing links to the National Credit 
 Union Federation (FACACH) but
with operational independence. This autonomy will be ensured through a 
contractual relationship (Delegation of Authority) to be provided the FDF by
FACACH. It will be guided by a Board of Directors composed of representatives 
from the agricultural and banking sectors, 
the Government of Honduras and
 
A. I.D. . The Board will be instrumental in establishing the Fund's policies
and operating procedures and will play an active role in defining the terms 
and conditions of intermediary debt restructuring, approve the disbursal of 
stabilization and credit resources, and approve all agreements 
or contracts
 
between the FDF and the participating farmer groups. The FDF will be managed
by a salaried, full-time staff headed by an General Manager. The Director
will be assisted by a cadre of expatriot and Honduran technical personnel who 
will conduct financial analyses of the Intermediaries making application for
financial assistance; review intermediary investment plans; and providr 
technical support to participating organizations. In addition to the 
financial unit, the staff will include a second professional unit consisting
of agricultural and institutional development experts (e.g., accounting,
extension, agricultural marketing, etc.) who will support the participating 
farmer organizations with the techical expertise required by 
their particular

operational areas. 
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As described in Section Ill., the FDF will assume a key role in the
 
implementation of the Project A portion of the Fund's administrative staff
 
will be seconded from DIFOCOOP (i.e., the PAU), thereby providing an element
 
of continuity, while the balance of the staff will be recruited once the FDF 
is established. This professional cadre, conplemented by the grant-funded
 
Technical Assistance Team, will make the FDF capable of carrying out its
 
responsibilities under the Project.
 

4. National Credit Union Federation of Honduras (FACACH)
 

a. Legal Status and Objectives
 

FACACH was established in 1966. The Federation's objectives are to: (1)
 
promote the national credit union movement; (2) design and carryout
 
educational and technical assistance efforts to assist affiliates in serving
 
their constituents; (3) secure and channel economic resources to support the
 
activities of both the umbrella organization and the affiliates; (4) develop
 

credit and insurance activities for the affiliates and; (5) guide FACACH's
 
participation in the design and implementation of a national development
 
program.
 

b. Membership
 

The Federation currently serves more than 39,000 thousand members, distributed
 
among 89 union affiliates. It provides technical assistance, wholesale
 
savings, credit and insurance services to its affiliates. In additLon it
 

operates three Integrated Agricultural Development projects and is 
implementing a basic grains marketing program. The most recent financial 
report indicated that the Federation had total assests in excess of L19.2
 
million (US $9.6 million).
 

c. Organizational Structure 

Until recently, FACACH operated under an organizational structure which has
 
inhibited -is growth and stability. The structure that was in use up to 1984
 

concentrated the bulk of its personnel in areas which did not generate
 
revenues nor support the provision of the Federation's principle services -­
credit !nd Insurance. The structure was so dispersed, that departmental,
 
sectionval and individual responsabilities simply could not be clearly assigned
 
nor could performance be monitored. Duplication of function resulted in
 
exceedingly high operating costs, and due to thc diffusion of responsibility,
 

there was little accountability for results.
 

FACACH has reorganized its operations to emphasize functional responsibility.
 
The staff has been streamlined and a significant number of positions have been
 
eliminated, particularly in the area of general administration. The key
 

organizational modification are:
 

I. A concentration of administration management functions into 

one department - "controller". 

ii. elimination of the Assistant Manager position and a
 

distribution of the functions of that position among the head's of each
 
operating division and the Controller;
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Lii. an expansion of the Internal Auditor's function to include 
the entire organization;
 

iv. a merging of the DAI activities and the Marketing Department 
to form a single Agricultural Services Division; 

v. a concentration of credit functions within the Financial
 
Operations Department, 
 beginning with promotion and application analysis

through delinquency control and loan foreclosure/liquidation;
 

vi. creation of a Savings and Loan Division withinDepartment of Financial Operations 
the 

to mobilize and manage funds received from 
affiliates, including savings deposits, equity capital and central liquidity
 
reserves;
 

vii. establishment of an Interventions and Merger Section to
 
manage intervened 
 credit unions and stabilization fund operations, and to
 
carryout mergers when necessary; and,
 

viii. creation of Cooperative Development Department to implement
special projects, rural financial systems development, training and promotion. 

5. Federation of Honduran Coffe Cooperatives (FEHCOCAL) 

a. Legal Status of Objectives
 

FEHCOCAL was founded and legally established In 1969 at the initiative 
of 
AHPOCAFE and five other coffee producer associations. The objectives of the
 
organization, are to:
 

i. process and -rarket the coffee produced by members of the
 
affiliated cooperatives;
 

ii. procure and supply member coops with coffee production 
inputs;
 

iii. establish and manage line- of credit to coffee producers
with membership in the affiliates; 

iv. provide technical assistance to the affiliates in 
administration, production and marketing; 

v. establish linkages wi'-h private sector and public sector 
entities to 
promote the interests of the Federation.
 

vi. represent affiliates in dealings with GOH entities; and, 

vii. ensure that the affiliates comply with the regulations of 
Honduran cooperative law. 

b. Organization Structure and Services 

1'iv! Federation is currently providing these services to approximately 7,300
members grouped into 28 affiliated cooperatives. 
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The Federation is guided by a General Assembly and a Board of Directors which 
establishes general policies, reviews budgets and operating plans. Daily
administration Is delegated to a full-tit-e General Manager who is assisted by 
a legal advisor, deputy managers for finance and administration, and the 
appropriate technical and support staff. 

While the functions assigned to thc Federation by its By-Laws are both 
numerous and broad, financial losses incurred through its marketing operations
have seriously restricted its operations. Currently, FEHCOCAI is offering
limited extension services to the member groups, and especially those targeted 
by A.I.D. Small Farmer Coffee Improvement Project. In addition it Isfurnishing accounting and management assistance, including accounting courses 
and auditing services, to member groups.
 

c. Participation In Project 

The conclusion of analysis carried out during the intensive review is that
 
FEHCOCAL has the organizational base and potential to support the 
administrative and financial rehabilitation of its affiliates that is proposed
in this Project. However, the Federation must revamp its accounting 
procedures, improve the quality its middle level technical and managerial

staff, and enhance its product marketing, processing and storage
 
capabilities. It is the 
 Mission's judgement that these changes are attainable 
with the support of project-fundeu T.A.. 

6. Federation of Honduran Agricultural Reform Cooperativ s, (FECORAH) 

a. Legal Status and Objectives
 

FECORAH grew out of the Honduran land reform movement with the purpose of 
providing technical and legal assistance to previously landless rural dwellers
who had gained access to land and were exploiting it in a collective fashion. 
The first such "collective" cooperatives were formed in 1965, and the movement 
expanded gradually over the succ,,ding five years, giving rise to the 
Federation in 1970. Available data indicates that the FECORAH membership
totals over 6,300 individuals associated with 206 affiliated cooperatives. 

b. Organizational Structures 

FECORAH is governed by a General Assembly composed of one representative and 
one alternate from each member affiliate. The Assembly meets once yearly in 
ordinary sessions to review the general status of the Federation, and to 
adjust policies or operating procedures as necessary. 

The Federation is represented by a Board of Directors which is elected for a 
period of two years. The Board's responsibilities include establishment of

operational policies, to secure financing for the Federation and its 
affiliates, to approve investment programs, and to monitor 
the administration
 
of the Federation. The Board is assisted in executing its functions by four 
Committee's (Education, Executive, Audit and Integration), voluntary units 
whose members are selected from the General Membership.
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c. Organizational Structure 

A General Manager, appointed by the Board of Directors, oversees the 
Federation's day-to-day operations. The manager serves as a liaison with 
international donor and GOH entities, conducts fund raising activities, and 
prepares and submits budgetary and planning documents to the Board of
 
Directors for review and approval. Working under the General Manager are 
technical and administrative personnel grouped into a series of functional 
divisions including Legal Affairs, Credit Analysis, Administration, 
Procurement and Marketing, and Regional Operations.
 

d. On-going Activities and Participation In Project
 

The Federation's principle activity has been to promote and organize agrarian 
reform cooperatives among the beneficiaries of the GOH reform programs. As 
noted, 206 cooperatives, consisting of about 6,000 individuals, have been 
established. In an effort to service this consistiency, the Federation has 
established extension and marketing programs and has attempted to procure and 
distribute agricultural inputs. Its efforts to date have met with mixed 
success, and to become an effective channel of agricultural services, the 
Federation, at both the national and affiliate level, must institute a series 
of policy reforms, upgrade the quality of its professional staff, revise its 
accounting and administrative systems, and stabilize its financial position. 
It is anticipated that these changes will require a relatively long period
(perhaps two years) of time, but the Mission believes that the effort is 
worthwhile and that success is attainable with project-financed technical 
assistance. 

7. The National Association of Honduran Peasants (ANACH) 

a. Legal Status and Objectives 

ANACH was founded by executive decree in 1962. It is a rural-based agrarian 
union which has traditionally sought to represent the landless poor and to 
promote the GOH land reform program. Similar to FECORALI, it has emphasized a 
collective approach to agricultural production and marketing. As the movement
 
evolved, the Association launched a series of programs designed to furnish 
production, marketing, and credit services to its affilited members.
 
Coinciding with the provision of these services, in 1978 the Association 
promoted the creation of Regional Agricultural Cooperatives as the means to 
group together the individual agrarian reform units (asentamientos). 

b. Organizational Structure 

ANACH policy is guided by the National Convention, an innual meeting of
 
members held in September, immediately following the close of the 
organization's fiscal year. Convention delegates consist of one or more
 
representative elected from each base group. Biannually, convention delegates
 
elect the Association leadership. 

The National Convention elects the 25-member National Directorate whose 
representatives serve for two years, meet quarterly, and have executive as 
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are "activists" with assigned
well as policy-making authority. 	 Its members 

They receive honoraria
responsibilities at both national 	and regional levels. 

is charged with a specific sectoral

and per diem travel expenses. Each member 
budget and organizational constraintsresponsibil Lty, however in practice, 

have limited the effectiveness of these offices. 

This National Executive Committee is the effective power of ANACH. It meets 

weekly and is composed of the nine principal members of the National 
General RecordingCouncil--President, Vice-President, Fiscal, Secretary, 

Secretary, plus the Secretaries of Finance, Cooperatives, Education, and 
monitor, evaluateOrganization. Members of this committee implement, and 

ANACH policy and activities, and represent ANACH on various GOH executive
 

boards and advisory committee's such as BANADESA, DIFOCOOP, and IHMA. 

Three ANACH-related structures exist at the regional level: (1) the economic 

(CAR's); (2) the political/representative (Seccionales); and (3) the 

(ANACH regional offices).administrative/service 

The 14 Regional Cooperatives (CAR's) are formally independent from ANACH,
 
linkages are close,
possessing separate legal status, but in practice the 

i.e., all 14 CAR presidents serve on the ANACH National Council. Also, 7 of 

10 ANACH regional offices share facilities with the local CAR's, and there is 

among CAR leaders, seccional leaders, andconsiderable overlap of membershin 


regional and national office staff and leadership.*
 

has five or more base groups an ANACH regionalIn the ten regions where ANACH 
them. These offices typically consist of a
office generally exists to serve 

regional coordinator, two activists, and a secretary. These offices serve as 

for requests for ANACH services and for communicationa point of contact 

between ANACH, the base groups, or with local representatives of GOH agencies.
 

The seccionales are the regional organizations for all ANACH base groups. The 

base groups elect a five-member comit6 seccional which meets monthly at the 

the regional coordinator.
ANACH regional office and is a liaison with 


* 	 ANACH national and regional offices share facilities with CAR's in Comayagua 

(CAROCCIL), Morazgn-Yoro (CARENMOL), San(CARCOMAL), Col6n (CAROOL), Cop~n 


Pedro Sula (ANACH and CARCORTEL), Olanchito-Yoro (CAROL), and Choluteca
 

regional offices in Olancho, Francisco Morazgn
(CARCHOL). Only the three 
Atlantida occupy separate quarters. The president of(Tegucigalpa) and 

CARCOTEL is the ANACH Secretary for Cooperatives; the regional coordinator of 

the of regional officeANACH/Comayagua is president CAROOMAL, a Cop~n 

CAROCCIL president, etc.
activista once served as 
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8. 	 Agricultural Services Cooperatives Union (UNIOOOOP) 

1. 	 Legal Status and Objectives 

The Union of Agricultural Service Cooperatives Union (UNIOCOOP) was organized
in April 1985 by the four "model" cooperatives created under the Agricultural
Sector II Program. The Union is guided by a General Assembly composed ofrepresentatives of the four "Model" cooperatives. It meets yearly to gauge 
progress and review operating plans and budgets.
 

Daily operations are the responsibility of a full-time salaried General
 
Manager supported by technical cadres specialized in administration, technical

and marketing services. 

2. 	 The Goals of UNIOCOOP are to: 

a. 	 act as the legal representative for its affiliates;
b. 	 assist with 
execution of marketing activities for the
 

local and export markets;
 
c. 	 procure commodities, agricultural supplies, 

agricultural machinery services, equipment, parts and
supplies, household items, packing supplies, improved 
seeds, fertilizers, agrochemicals, raw materials and

others necessary for the agricultural production;

d. 	 provide and coordinate technical assistance services in

administration, cooperative education, fianancial
 
matters, and any other related affairs required by its 
affiliates;
 

e. 	 register manufacturing licenses, labeling, trade marks, 
applicable to the items produced or made by or through

the Un l.n; 

f. 	 encourage and establish good commercial and cooperation
relationships among companies, institutions, government
agencies, other entities and or individuals in country,

and overseas which will assist in carrying out the
 
Union's negotiations or operations; 

g. 	 create and maintain efficiency in the functioning and

provision of services 
to its affiliates;
 

h. 
 procure and request financial resources for the
 
achievement of the 
Union's goals and objectives;


i. develop and standardize all administrative and
 
operational policies; and, 

j. 	 procure and contract financial and economic assistance

from 	national and international organizations. 



ANEXO I 


Descripci6n Ampllada de Proyecto 


ARTICULO A 

El Proyecto 


SECCION A.l. Meta del Proyecto. La 

meta del Proyecto es incrementar los 

ingresos y me jorar las condiciones de 

vida de los pequegos agricultores 

hondurelos.
 

SECCION A.2. Prop6sito del Proyecto. 

El prop6sito del Proyecto es 

establecer un mecanismo viable para la 
entrega de recursos productivos 

(cr~dito, teconologla, servIcios de 

mercadeo, habilidades gerenciales) a 

los agricultores, con el prop6sito de 

incrementar la productividad agricola 

y diversificar la producci6n bAsica. 

Los indicadores son los siguientes: 

(A) un Fondo de Desarrollo Financiero, 

capaz de proporcionar asistencia parq 

el desarrollo institucional y la 

estabilizaci6n financiera de las 

organizaciones intermediarias ya 

establecidas y en operaci6n; 

(B) cinco organizaciones agricolas 


intermediarlas consolidadas, 

reestructuradas institucionalmente y 

financieramente estables; (C) un 

minimo de 55 organizaciones agricolas 


afiliadas, participantes en el 

proyecto sometidas a reestructuracibn 

organizacional, reorientaci6n de sus 

servicios y estabilizacibn 

financiera; (D) un m1nimo de 2,000 

pr~stamos de cr~dito para producci6n, 


haciendo un total de mfs de $8.0 

millones de d'lares, desembolsados a 

pequenos agricultores; y (E) un grupo 

de no menos de 30 oficiales de 

organizaciones intermediarias
 
capacitados en los principios y
 
prhcticas de desarrollo institucional.
 

ANNEX I
 

Amplified Project Description
 

ARTICLE A
 

The Project
 

SECTION A.l. Project Goal. The goal
 
of the Project is to increase the
 
income and improve the quality of life
 
of Honduran small farmers.
 

SECTION A.2. Project Purpose. The
 
Project purpose is to establish a
 
viable mechanism for delivering the
 
productive inputs (credit, technology,
 
market services, management skills) to
 
the growers in order to increase
 
agricultural productivity and
 
diversify the production base.
 
Indicators are as follows: (A) a
 
Financial Development Fund, capable of
 
providing institutional development
 
and financial stabilization assistance
 
to intermediary organizations,
 
established and operating; (B) five
 
farmer umbrella intermediary
 
organizations restructured
 
institutionally and stabilized
 

financially; (C) a minimun of 55
 
farmer organization affiliates
 
participating in the Project and
 
undergoing organizational
 

restructuring, service reorientation
 
and financial stabilization; (D) a
 
minimum of 2,000 production credit
 
loans, totalling over $8.0 million
 
dollars, disbursed to small scale
 
growers; and (E) a cadre of not less
 
than 30 intermediary organization
 
officials trained in the principles
 
and practices of institutional
 
development.
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SECCION A.3. Resumen de las 

Actividades del Proyecto: El Proyecto: 


a. tendrA como meta el 
fortalecimiento de cinco 


organizaciones intermediarias 

nacionales, incluyendo FACACH, 

FEHCOCAL, UNIOcOOP, FECORAH, y ANACH 

por medio del apoyo a un esfuerzo 


extraordinario para mejorar la 

administracibn gerencial, las 

capacidades de planeacibn y formaci6n 

de capital de estas organizaciones; y 

facilitar una ampliaci6n de la 

habilidad en la entrega de servicios 


por parte de las intermediarias
 
afiliadas, para encarar los problemas
 

de acceso;
 

b. inyectar capital nuevo a las 

intermediarias para proporcionarles 

normalizacibn y estabilidad financiera; 


c. iniciar el establecimento de 

distintos mecanismos de cr6dito al por 

mayor que proporcionarAn 

financiamiento a los productores a 

travds de las organizaciones de 

agricul tores parti cipantes.
 

El Proyecto proporcionarA recursus de 

donaci6n y pr6stamo, asi como una 

substancial cantidad de fondos en 

moneda local. Los recursos de 

pr~stamo cubrirAn el componente de 

cr~dito. Los fondos de la donaci6n 

servirAn para financiar asistencia 

t6cnica de largo y corto plazo, 

entrenamiento, evaluaciones y 


estudios, as! como la compra de 
algunas mercaderlas. Los recursos de 
contraparte en moneda local servirAn 

para financiar los costos de personal, 

de administraci6n y operaci6n, del 

equipo y mobiliario y tambien el
 

programa de apoyo para la
 
ostabilizacibn financiera de las
 
intermediarias.
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SECTION A. 3. Summary Project
 
Activities. The Project will:
 

a. target the strengthening of 
flve nationa] intermediary
 

organizations, including FACACH,
 
UNIOCOOP, FEHCOCAL, FECORAH, and ANACH
 
by supporting a major effort to
 
upgrade the administrative,
 

management, planning and capital
 
formation capabilities of these 
organizations; and facilitate an 
expansion of service delivery
 
abilities of intermediary affiliates
 
to address access problems;
 

b. inject new capital into the
 
intermediaries to provide for
 
financial normalization and stability;
 

c. initiate establishment of
 
distinct wholesale credit mechanisms 
which will provide financing to
 
growers through the participating 
farmer organizations.
 

The Project inputs will be loan and
 
grant financing as well as substantial
 
local currency funds. Thp loar funds
 
will cover the credit coiipr-nent. Grant
 
funds will finance long and short-term
 
technical assistance, training,
 
evaluations, and the purchase of some
 
commodities. Counterpc:r local
 
currency will finance personnel, 
administrative atid operations costs,
 
equipment and furniture, and the
 
resources f- the financial
 
stabilization program for the
 
intermediaries.
 



Pfgina 3 de 44 

SECCION A.4. Financlamiento. Los 


fondos del Proyecto incluirAn un 


Pr~stamo de la A.I.D. por 48,500,000; 


una Donacibn de la A.I.D. por 

47,500,000; y una contribucl6n del 

Prestatario/Donatario por el 
equivalente de 419,804,000. La 

contribucibn total de la A.I.D. estarA 

sujeta a las condiciones establecidas 

en la Seccibn 2.2.a de 6ste Convenlo. 

ARTICULO B 

Actividades del Proyecto 


La agencia principal de la contraparte 


serA el Ministerlo de Economla con la 

participacibn de la Direccin de 


Fomento Cooperativo (DIFOCOOP) en 

aspectos de ejecucibn. La entidad 

clave para la ejecuci6n sera'el Fondo 

de Desarrollo Financlero (FDF) 


conjuntamente con las cinco 

organizaciones intermediarias, la 


asistencia t4cnica financiada por el 

Proyecto y el apoyo administrativo de 


la A.I.D. Los arreglos 

administrativos y las actividades de 
ejecucl6n son mis ampliamente 

discutidos en el Articulo C mas 


adelante.
 

Seccibn B.I. Actividad No.1: 


Desarrollo Organizativo. 


El Proyecto serb guiado por una 

estrategia de expansi6n controlada de 


acuerdo a la cual los recursos del 

Proyecto serfn empleados por fases y 

el ntmero de organizaciones tanto a 


nivel nacional como de afiliada, serh 


gradualmente incrementado. De todas 


maneras, se procederg a una expansi6n 

solamente despu(s de consolidar 6xitos 

probados.
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SECTION A.4. Financing. Project
 

funds will include A.I.D. Loan
 

48,500,000; A.I.D. Grant 47,500,000;
 

and a contribution from the 
Borrower/Grantee of the equivalent of 

tl9,804,000. The total A.I.D. 
contribution is subject to the 

conditions set forth in Section 2.2.a 
of this Agreement. 

ARTICLE B
 

Project Activities
 

The principal counterpart agency will
 

be the Ministry of Economy with the
 

participation of the National
 

Directorate for Cooperative
 
Development (DIFOCOOP) on 
implementation matters. The key
 
implementation entity will be the
 
Financial Development Fund (FDF) in
 

conjunction with the five intermediary
 

organizations, Project-financed
 
technical assistance and A.I.D.
 

management support. Administrative
 

arrangements and implementation 
activities are more fully discussed in
 

Article C below.
 

Section B.I. Activity No.l:
 

Organizational Development.
 

The Project will be gulded by a 
controlled expansion strategy
 

nccording to which the application of 
project inputs will be phased and the
 

number of organizations, both at the 
national and affiliate levels, will be
 

gradually increased. Throughout,
 

expansion will proceed only after
 

consolidation of established successes.
 



P~gina 4 de 44 

La primera fase enfocar5 la provisi6n 

de Asistencia T6cnica (A.T.) para 

ayudar a una reorganizaci6n 

administrativa de los intermediarias a 

nivel nacional. Al comienzo del 

Proyecto, las cinco organizaciones 
copula celebrar~n un convenlo formal 

con el Fondo de Desarrollo Financiero 

(FDF) especificando los requisitos que 

deben ser cumplidos por cada 

intermediaria a fin de calificar para 

su completa particlpacibn. Los 

requerimentos para ingr.-sar al 

Proyecto enfatizarfTn la adopcibn y 

ejecuci6n de efectivos procedimientos 

y pollticas de gerencia empresarial. 

En t6rminos generales, los criterlos 

incluirin: (1) adopci6n ae estrictas 

polltic s do pr6stamo con las 

afiliadas; (2) Instaurar sistemas 

modernos de contabilidad y control 

presupuestario; (3) incremeto de la 

capacIdad y compct-ncia del personal 

profesional y estableclmiento de 

politicas claras de personal; 

(4)/desarrollo de programas de 

participaci6n de cnnital para 

asociados; y (5) creaci6n de 

suficientes fondos de reserva 

financiera para cubrir riesgos. Se 

diselarin parametros de medicibn para 

cada organizaci6n participante en base 

a los anglisis institucionales y los 

progresos serAn medidos mnsual, 

trimestral y anualmente. El FDF har! 
uso de los estados financleros 
Lqc-nsnales, los informes trimestrales 
de progreso y las visitas perldicas 
de su personal, para supervisar que se 
aicancen los parhmetros establecidos 
exitosainente y so asegure el 
cumplimiento de los requisitos de 

participacibn del Proyecto. El
 
convenlo tambi~n especificarh el
 
periodo de tiempo que se otorgarA a
 
cada intermediaria para establecer las
 
reformas requeridas.
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The first phase will focus on the
 
provision of TA to assist with the
 
administrative reorganization of
 
Intermediaries at the national level.
 
At the outset of the Project, all five
 
umbrella organizations will enter into 
a formal agreement with the Financial
 
Development Fund (FDF) specifying the
 
requisites that must be met by each
 
intermediary to qualify for full
 
partIcpn tIon. Thc Project entrance
 
requirements will emphasize the
 
adoption and implementation f sound,
 
businesslike management procedures and
 
policies. In general terms, the
 
criteria will include: (1) adoption of
 
strict lending policies with
 
affiliates; (2) installation of
 
modern accounting and budget control
 
systems; (3) enhancement of staff
 
professional competency and
 
institution of enlightened personnel
 
policies; (4) development of member
 
capital participation programs; and
 
(5) creation of sufficient financial
 
reserve funds to develop a hedge
 
against contingencies. Benchmarks,
 
based on the institutional analyses,
 
will be developed for each
 
participating organization, and
 
progress will be measured on a
 
monthly, quarterly and annual basis.
 
The FDF will utilize monthly financial
 
statements and quarterly progress
 
reports, as well as periodic visits by
 
FDF personnel, to track success in
 
meeting the benchmarks, and to ensure
 
compliance with the Project's
 
participation criteria. The agreement
 
will also specify the time period each
 
intermediary will be provided to
 
institute the required reforms.
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Luego que la Intermedlaria haya 

ejecutado los cambios administrativos 
harg un pedido formal al FDF para 

legalizar su situaci n como 
participante del paquet,, total en el 
Proyecto. Si la peticin es 

concedida, se celebrarh un segundo 

contrato formal entre el FDF y la 

intermediaria para regular los 

t6rminors y condliciones, incluyendo la 
asistencia financiera cuando sea 

apropiado, asl como los procedimientos 
de participacibn sobre suspensibn y 

descalificacibn. Los detalles del 

segundo convenlo formal aparecen en la 

Seccibn B.2.c mtls adelante. 

Debe reconocerse que las cinco 


intermediarias actualmente han logrado 

diferentes niveles de desarrollo 

institucional. Ademis, se anticipa 

que en diferente grado, procederfn a 

lograr las modificicaciones 

organizativas y ]as politicas 

requeridas. 


Toda vez que una entidad particular 
cfipula ejecute los cambios 

estructurales recomendados y logre 


alcanzar elegibilidad para su 

participacibn total en el Proyecto, el 

enfoque de la asistencia t6cnica se 

extenderA para incluir a las afiliadas 

de esa organlzaci6n. A este nivel, el 

proceso de modiflcacibn institucional 


serg repetido. La organizacibn 

cfipula, bajo lineamientos provistos 

por el FDF, actualizarg y completarg 
una serie de perfiles institucionales 

de un grupo seleccionado de afiliadas 

para determinar los cambios 

especificos requeridos sobre 

politicas, procedimientos y 

estructuras. Con la concurrencia del 

FDF, la organizacion cfpula y cada 


afitiada celebrarA un convenio formal 

para dise?1ar e instaurar un paquete de 
tratamiento especificamente diseffado. 

la ejecucibn del paquete calificarfi a 
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Once the intermediary has implemented
 
the administrative changes it will 
make a formal application to the FDF
 
to gain the status of a full project 
participant. If acceptance is 
granted, a second formal contract will
 

be entered into between the Financial
 
Development Fund and the intermediary
 
to govern the terms and conditions,
 
including financial asistance where 
appropriate, and suspension and
 
disqualification procedures, of 
participation. The details of the
 
second formal agreement appear in
 
Section B.2.c below.
 

It must be recognized that the five 
intermediaries currently have attained
 
different levels of institutional
 

development. Moreover, it is
 
anticipated that they will proceed at
 
different rates in undertaking the
 
required organizational and policy
 
modi fications.
 

As a particular umbrella entity
 
implements the recommended structural 
changes and thereby reaches the
 

eligibility threshold for full project
 
participation, the focus of technical 
assistance will expand to include the
 
affiliates of that organization. At
 
this point the institutional
 
modification process will be
 

repeated. The umbrella organization, 
under guidelines provided by the FDF, 
will update or complete a series of 
institutional profiles of a selected 
group of affiliates to determine the
 
specific changes required in policies,
 
structures, and procedures. With the
 
concurrence of the FDF, the umbiella
 
organization and each affiliate will
 
enter into a formal agreement to
 

design and install a specifically 
tailored treatment package. 

Implementation of the package will 
qualify the affiliate for full project
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la afiliada para una participaclrn 
total en el Proyecto. Nuevamente, tal 
participacibn serg regida por un 

segundo contrato entre el FDF y la 
organizacin clipula. FJnel caso de 
cooperativas que ilenen los criterios 

de elegibilidad pero que no tengan 

acceso a una organizaclon c6pula 
calificada como partJcIpante del 

proyecto total, cl FDF podr5 entrar en 

relacibn contractual directa.
 

En armonia con la estrategia de 
expansibn controlada, solamente un 

pequalo n(miero de afillados de una 

determinada organizaci6n national serh 
seleccionado en cada ocasi~n. Los 


paquetes de tratmlento tomar~n lugar 

en Intervalos de seis meses que 
comenzar5n seis jeses despu6s del 
inicio dl PTay,.cto. El proceso ser5 


din~mico -- ui,.iez que el primer 
grupo hnya aicanzado un equilibrio 
institucioial, ei esfuerzo de la 


asistericla t&nca (A.T.) se 
concentrari an asistir al segundo 

rupo, el cua] a si vez, serA seguido 


por grupos adicionaies durante 
intervalos subs iglentes. Se estima 

que para el final del cuarto a71o del 
pel:Iodo le financiamiento, 55 gr,.'pos 
se habr,'n coriertido en participaiites 

del proyecto v progresado hacia una 

astablliz.ric:in financiera y de entrega
 
efectiva de %erviclos. 

Con el pro6Fitci de mejorar la 


probai)jdad del xito inicial, y por 

lo tanto genfrar un factor 

"multi A icadtr" para los participantes 
potenciales, las afilladas de cada 

interinediariz serfn clasificadas 
ordenadamente en bare a Ia cercania de 

adquirir unaestructura administrativa 

y procedimietos de operaci6n 

efectivos. 12s afiliadas con las 

calificacionz ross altas serfn 


atendidas prbero, mientras que los 


grupos con mnmor calificacibn
 
recibirftn atmcin subsiguiente.
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participation. Again such
 
participation will be governed by a
 

second contract between the Fund and
 

the umbrella organization. In the
 

case of cooperatives meeting FDF
 

eligibility criteria and lacking
 

access to an umbrella organization
 
qualified as a full Project
 
participant, the FDF may enter into a
 

direct contractual relationship.
 

In keeping with the controlled
 
expansion strategy, only a small
 

number of affiliates of a given
 

national organization will be
 
addressed at any one time. The
 
treatments will take place in
 

six-month inte. ials beginning six
 
months after the initiation of the
 

Project. The process will be dynamic
 

-- once the first set hai, achieved
 

institutional equilibrium, the T.A.
 

effort will concentrate en assisting a
 
second set which, In turn, will be
 
followed by additional sets during 

subsequent intervals. It is estimated 

that by the end of the four-year
 
funding period 55 grounps will have 
become Project participants and have 
progressed toward financial
 
stabilization and effective service
 
delivery.
 

In order to enhance the probability of 

initial success, and thereby generate 

a "multiplier" factor for potential 

participants, the affiliates of each 

Intermediary ill be rank ordered on 
the basis of proximity to possessing a 

sound administrative structure and
 
effective operating procedures. The
 

affiliates with the highest rankings
 

will be addressed first while lower
 
rated groups will receive subsequent
 

attention.
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SECCION B.2. Actividad No. 2: 
Estabilizacibn Financiera. 


La situaci6n financiera de los 

intermediarlos especlalmente al nivel 

de afiliadas, esta plagada de 

dificultades. Todas las 


intermediarias tienen serios problemas 

de llquidez y tres de las cinco 


muestran patrimonios negativos en sus 
balances. SI las organzaclones cripula 
y por extensibn sus afiliadas van a 

convertirse en instrumentos viables 


para la provisi6n de serviclos a los 

pequefos agricultores, tendrfin no sb1o 
que someterse a una completa 

reestructuracibn orgfinica, sino que 


ademfs, deberfin encaminarse 

decididamente hacia una estabilizacibn 


financiera. El Proyecto ha 
considerado utiliza,. una compleja 
mezcla de esquemas financieros o 
medios para intentar normalizar 

financieramente a las asociaciones de 

agricultores participantes, que 


incluye -- liquidaci6n de las 
afiliadas seleccionadas o eliminacibn 


de los activos no productivos; 

condiciones de Interrupcibn en el pago 


de deudas o moratoria; 

reestructuracibn de deudas a travs de 


diferir el pago de los intereses o 

amortizaciones de capital, junta de 


acreedores y, una reprogramaci6n de 
los compromisos del pr6stamo; 


cancelaci6n de deudas de capital y/o 

intereses con descuento; el uso de 


garantlas de pr6stamo; e, inversiones 

de capital. Dependendiendo de las 


circumstancias fiscales, que 
influencian la situacibn particular de 

un grupo, se aplicarh el uso de uno o 
la combinacibn de varios de estos 
esquemas. La determinaci6n o 
scleccibn de los vehiculos financieros 

y sus estrategias serfin tomadas en 
forma individual, de acuerdo al grado 
en el que cada organizaci6n copula y 

SECTION B.2. Activity No. 2: 
Financial Stabilization.
 

The financial situation of the
 
intermec1iaries, especially at the
 

afliliate level, is beset with
 
difficulties. All of the
 
intermediaries have serious liquidity
 
problems and three of the five have
 

negative total net worths. If the 
umbrella organizations, and by 
extension their affiliates, are to 
serve as viable vehicles for providing 

services to small farmers, they must
 
not only undergo organizational
 

restructuring, but also become
 
financially stabilized. The Project
 

will consider the use of a complex mix
 
of financial tools or mechanisms to 
bringing about financial normalization
 
of participating farmer associations,
 

including -- liquidation of selected
 
affiliates or elimination of
 

non-performing assets; debt moratoria
 
or forbearance conditions; debt
 

restructuring through the deferral of
 
interest or principal payments, the
 

consolidation of creditors, and a
 
rescheduling of loan committments;
 

interest or principal buy-downs; the
 
use of loan guarantees; and equity 
financing. The financial
 
circumstances influencing a particular
 

group will determine which of these 
mechanisms will be applied. The
 

selection of financial tools will also
 
be made on a case by case basis as
 

each umbrella and affiliate unit
 
reaches the full participation
 

threshold, and after a thorough
 
analysis of the group's financial
 

situation. This analysis will be 

carried out by the technical personnel 
attached to the Financial Development 
Fund within FACACH. 

(' i1
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afiliada vayan alcanzando una
 
participacibn total del paquete y por 
supuesto, despu6s de haberse 
completado un profundo an~lisis de la 
situaci6n financlera de cada grupo. 
Este an~lisis serh lievado a cabo por 
el personal de asistencia tcnica 
adjunto al Fondo de Desarrollo 
Financiero (FDF) dentro de FACACH. 

a. Liquidacibn de la Afiliada y 
Eliminaci6n de los Activos No 
Productivos
 

En algunas situaciones se encontrarg 

que el proceso de estabilizaci6n 

podria utilizarse mejor para la 
eliminacin de los activos no 

productivos o la liquidacibn de las 

afiliadas que adolecen de un potencial 

econbmico para ilegar a ser 

intermediarias auto-gestionables y 

viables dentro de un perlodo razonable 

de tiempo. En resumen, los costos de 

los esfuerzos de estabillizaciEn 

financiera (es decir, reestructuracibn 
y recapitalizacibn) podrian ser 
mayores a los excedentes previstos 
sobre la inversibn. En tales 

situaciones el FDF podria requerir la 
liquidacibn de tales afiliadas o su 
fusi6n con otras instituciones mA6 

fuertes, como una forma de 

proporcionar medios mis efectivos para 

conseguir la estabilizacibn 
injtitucional y financiera. 

Igualmente, una intermediara podrla 
tener activos no productivos o 
generadores de prdidas. Un ejemplo 
de tales activos no productivos podria 
ser la maquinaria agr1cola inactiva, 
facilidades de procesamiento 
inadecuados, capacidad de 
almacenamiento en exceso, etc. En 
tales circumstancias el FDF podrla 

requerir que la intermediaria 

liquidara tales activos no productivos 
como una precondicibn para obtener 

acceso al FDF para una posterior 

asistencia a su estabilizaci6n. En 
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a. Affiliate Liquidation and 
Elimination of Non-performing Assets 

In some situations it may be found
 
that the stabilization process canbest
 
be served by the elimination of
 

non-performing assets or the
 
liquidation of affiliates which lack
 
the economic potential to become
 
viable, self-sustaining intermediaries
 
within a reasonable period of time.
 
In brief, the costs of the financial 
stabilization effort (I.e.,
 
restructuring and recapitalization)
 
may be greater than the expected
 
return on investment. In such 
situations, the Fund may require the
 
liquidation of such an affiliate, or
 
its merger with another stronger 
institution, as providing the most 
effective means to achieve 
institutional financial
 

stabilization. Similarly, an
 
intermediary may possess 
non-performing or loss-generating
 
assets. Examples of such 
non-performing assets may include 
agricultural machinery, processing 
facilities, excess storage capacity, 
etc. In such instances, the FDF may 
require that an intermediary liquidate
 
such non-performing assets as a
 
precondition to obtaining access to
 
further stabilization assistance from
 
the Fund. In all instances, the FDF
 
would complete an in-depth analysis of
 
the intermediary prior to determining
 
the degree to which assets must be
 
liquidated.
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todos los casos, el FDF completarla un 
profundo anfilisis de In Intermediaria
 

antes de determinar el grado al cual
 

deben ser liquidados los activos.
 

b. Moratoria o Interrupcibn del 
Pago de Deudas 

El prop6sito de una moratoria de 

deudas o congelamienLo de obligaciones 
es el de mitig-r temporalmente la 

situaci6n de sobrepeso financlero de 
la instituci6n deudora que estai 


asociada con obligaciones pendientes 

excesivas. Tal moratoria es una 

condicibn temporal disenada para 
mantener los activos intactos durante 
el lapso en el que las instituciones 
deudoras y acreedoras buscan una 

solucibn a los problemas financieros 
pendientes. En efecto, esta es s6lo 


una forma de evitar un posible 

embargo, mientras se realiza el 


proceso de renegociaci6n.
 

Dentro del Proyecto, este mecanismo 
serh adoptado en base a una decisi6n 

en que la institucibn deudora acepta 


trabajar voluntarlamente con el 

acreedor, hasta agotar todas las 


diferentes estrategias que podrilan 
utilizarse para mejorar la capacidad 

de pago de los pr6stamos pendientes. 
Estas estrategias pueden incluir: 


reestructurar las deudas; reducir o 

diferir las amortizaciones al capital 


y pago de los intereses; Junta de 


Acreedores, etc. Este proceso 

requerirA que el deudor demuestre el 


deseo de trabajar mis estrechamente 


con la institucibn acreedora para 

buscar soluciones mutuamente aceptadas 


a los problemas financieros . El FDF 
participarla activamente y asistirla 


tanto a los deudores como a los 
acreedore,- para mejorar su disposicibn 


y capacidad de ll.,gar a un acuerdo 

sobre los problemas financieros
 

existentes, donde se incluyan
 

soluciones de largo plazo. 
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b. Debt Moratoria or Forbearance 

The purpose of a debt moratorium or 

"freeze" of obligations is to 
temporarily relieve a fina~cialy 
stressed institution from the 
financial obligations associated with
 

excessive debt. Such moratoria are a
 
temporary condition designed to
 

maintain asset values during the
 
period of time that the creditor and 

the debtor institutions are
 
negotiating a solution to their
 

outstanding financial problems. In
 
effect, it is a postponement of 
impending forclosure while the
 
negotiating process is underway.
 

Within the Project, moratoria or 
forbearance situations will be
 
voluntary conditions in which the
 

creditor institution agrees to work 
with the borrower to exhaust the 
various strategies that could be used 
to improve the quality of a loan.
 

These strategies may include: 
restructuring the debt, scaling-down
 

or deferral of principal and interest
 

payments, consolidation of creditors,
 

etc. This process would require
 

creditor willingness to work more 
closely with the debtor institution in
 

seeking mutually acceptable solutions
 
to financial problems. The FDF would
 

actively participate and assist
 

creditors and debtors in improving the
 
serviceability of outstanding
 
obligations and in reaching an 
agreement on a long-term solution to
 

the existing financial problems.
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c. Reestructuracibn de Deudas 

En general, el esquema de 

reestructuraci6n de deudas ser5 
aplicado en aquellos casos en los que 
en su conjunto, las condiciones 

financieras de la instituci~n en 

cuesti6n son relativamente solventes 

(es decir, el analisis financiero debe 

indicar que luego de considerar el 

total de sus activos y pasivos, la 
entidad puede proyectar un patrimonio 
positivo). El prop6sito de la 
reestructuracibn serg hacer m~s 

manejable el pago de la deuda 

mediante: (1) consolidar a todos sus 

acreedores (Junta de Acreedores); (2) 

extender el perlodo de pago; y, (3) 

rebaJar las tasas de inters para 
reducir las cargas por el servicio de
 
la deuda.
 

d. Cancelacibn de Deudas de 
Capital y/o Intereses con Descuento 

Una cancelacibn de deudas de capital 

y/o intereses con descuento se define 

como una reduccibn o ilquidacibn de 
una porcibn de la obligaci6n 
pendiente. Tales cancelacioner 
requerirAn de una negociacibn pr-via 

con los acreedores, en vista de quq 

estas transacciones representan una 

descapitalizacibn en los libros de las 

instituciones prestamistas. Sin 

embargo, si el anilisis financlero de 

la instituci6n deudora indica que su 

flujo de caja proyectado no le 

permitirA efectuar amortizaciones del 

saldo de su nueva deuda bajo 

condiciones normales, podria suceder 

que la Cinica solucibn posible para el 
prestatario serA la renegoriacibn del 

contrato de prdstamo. El Fondo de 

Desarrollo Financiero (FDF) 

participarh conjuntamente con las 

instituciones acreedoras y deudoras en 

este proceso de renegociacibn, con el 

objetivo de intentar ayudar al 
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c. Debt Restructuring
 

In general, the debt restructuring
 
approach will be applied in those 
instances in which the complete 
financial condition of the group in
 
question is relatively sound (i.e.,
 
the financial analysis must indicate
 
that, after consideration of total
 
assets and liabilities, the entity can
 
project a positive net worth). The 
purpose of the restructuring will be
 
to make payment of the debt manageable 
by: (1) consolidating the number of
 
creditors; (2) extending the
 
repayment period; and (3) adjusting
 
the interest rates downward to reduce
 
the debt service burden.
 

d. Principal and Interest
 
Write-off
 

A principal or interest write-off
 
refers to a reduction or elimination
 
of a portion of an outstanding 
obligation. Such write-downs will 
require negotiation with creditors, 
since it does represent a loss of 
equity on the lender's books; however, 
if the financial analysis of the 
debtor institution indicates that the 
projected cash flow will not permit 
repayment under current conditions, a 
renegotiation of the loan contract and
 
a rescheduling of interest and
 
principal payments based upon a lower 
asset value may be the only solution
 
available to the creditor. The FDF
 
will participate in this renegotiation 
process between creditor and debtor
 
institutions with the goal of
 
attempting to assist the creditor in
 
recovering a portion of its assets
 
while easing the debt service 
requirements of the borrower. This 
negotiation process will be designed 
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to increase creditor willingness toacreedor en la recupcracibn de por lo 
sun activos, participate in the stabilizationmenos una porci n de 

it may include a Fund
mientras se fcillltan al prestata-rio process, and 
creditor withlos reqUerimlentos. para el servicio de offer to provide the 

la deuda. EstL procesc de negrctacl6n refayme:t guarantee's for a portion of 

the reduced debt.serA diseiado a fin Je aumentar el 

inter~s del acreedor para que 

participe en el proceso de 

estabilizaci6n, lo quc tatn.lrin podr a 

incluir que el FDF !t, ofrezca al 

acreedor el proporctonsarle una 

garantla de amortizaclmn por una 

porcibn de ]a eudri ruchjada. 

e. Loan Guarantees
e. Garantlas de Prstamo 


neceario que el FDF It may be necessary for the Fund toPodrila sctr 
a loan guarantee to theproporcione Garantlas de Pr6stamo a provide 

lending institution to encourage the
las instituclones Ainancieras, a fin 


de estimular la reestructuracibn de restructuring of outstanding
 
would
las obligaciones perd.Lentes. obligations. The FDF 


Esencialmente, el FDF estarla en essentially agree to indemnify the
 
lending institution in the case of
condiciones de acordar en indemnizar a 


)a institucibn financiera, en casos en default by the borrower on the entire
 

de or a portion of the outstanding
que el prestatario incumpla el pago 

una porcibn o el total de ia obligation. The degree of guarantee 

obligacibn pendiente. El grado de committment would be negotiated based 

ser.a upon lender willingness to restructurecompromlso de 2a garantla 
Intergs del debt and cooperate with the
negociado en base al 


The use ofprestamista para reestructurar Ia stabilization process. 

deuda y cooperar con el proceso de guarantees will reduce the risk to the 

de garantlas lender, increase his participation inestabilizacibn. El iuso 


reducirg los riesgos para el the recovery process, and possibly
 

lessen the need for Project resources
prestamrsta, incrementarh su 

in the restructuring or stabilizationparticipacin en el proceso de 
process.
recuperacibn de los prgstamos y 


posiblemente ayudarg a disminuir las
 

necesidades de recursos del Proyecto
 

para el proceso de reestructuracibn o 

es tabilizacibn.
 

f. Equity Participation
f. Inversiones de Capital 

El mecanismo de inversiones de capital Equity participation or financing will
 

be applied in cases involving the o financiamiento serA aplicado en 
bankruptcy or near bankruptcy of the
 

casos que involucre quiebra o 


proximidad a la quiebra de la intermediary, or in situations in
 
which the creditor is unwilling to
intermediaria o en situaciones en las 

que el acreedor no tenga interns en restructure outstanding intermediary 

obligations. Under this stabilizationreestructurar las obligaciones 
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pendientes de la intermediaria. Bajo approach, the FDF will negotiate with 

este mecanismo estabilizador, el FDF an intermediary's creditors the 

los acreedores de la 	 cancellation of the outstanding
negociarA con 

at discounted or reducedintermediaria la cancelacibn de las 	 obligations 

con descuento o a 	 rates. This negotiation process will
deudas pendientes 

tasas rebajadas. Este proceso de be proceeded by the completion of a 

negociacibn serg precedido por la formal contract between the 

celebracibn de un contrato formal participating intermediary and the 
the debt offirmado entre las intermediarias Fund according to which 

participantes y el FDF, donde se the intermediary will be purchased by 

the FDF and converted to equityacordarA que la deuda de las 

ser± conprad pui" el 	 shai eb. This equity investment mayintermediarias 

FDF y convertidas en aportaciones de take the form of preferred share 

capital. Esta inversifn de capital capital, certificates of deposit, or 

puede tomar la forma de aportaciones special stabilization reserves, the 

preferentes de capital, certificados mode being dependent upon the problem
 

de dep6sito o reservas especiales de being addressed and the need to
 

operate within exist[ng legislation.
estabilizacibn. El modelo del 

In all cases these new equity
tratamiento dependera del problema que 

estA siendo confrontado y la necesidad investments will be linked to 

de operar dentro de la legislaci6n intermediary acceptance of Fund 

vigente. En todos los casos, estas participation in its internal 

nuevas inversiones de capital estarAn operations. 
ligadas al hecho de que la 

intermediaria acepte la participacibn 
del FDF en sus operaciones internas. 

g. 	 Contratos de Estabilizacibn g. Financial Stabilization
 

Contract
Financiera 


A fin de oficializar las transacciones 	 All of the stabilization porcesses
 

will center on a formal contract
entre el FDF y las intermediariaq, 

todos los procesos de estabilizac'Sn between the intermediary and the
 

financiers irAn a converger en un Financial Development Fund (FDF)
 

contrato formal entre la intermediaria specifying the responsibilities of
 
In cases involving the
y el Fondo de Desarrollo Financiero both parties. 

(FDF), especificando las debt of an umbrella group, approval of 

partes. En the general membership will beresponsabilidades de ambas 
casos relacionados con deudas de una required prior to signing the 

agreement to ensure binding legality.organizaci~n cpula y antes de la 


firma del contrato, se requerirA la 	 In instances concerning an affiliate,
 
approval of the affiliate's
aprobaci6n de la Junta Directiva que 

serb refrendada por autorizacibn de la membership, as well as agreement of
 

the umbrella organization, will be
Asamblea General, para asegurar la 

la requisites for signature. In all
legalidad del docuento. Para 


cases, the intermediary, national
firma c'el Convenio en los casos 

entity or affiliate, entering into the
concernientes a una de las 
contract will be liable only for its
intermediarias, se requerirA de la 


aprobacibn de la Junta Directiva, own debt; it will incur no
 

General y responsibility for the outstanding
refrendada por Asamblea 
ademns de la concurrencia de la Junta obligations of other units of the same 

de la organizaci6n copula. En todos Federation, Association, or Union. 

cqL
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los casos, la intermediaria, sea 6sta
 

la entidad nacional o la afiliada que
 

participa en el contrato, sec
 

responsable solamente por su propla
 

deuda; no implicarA responsabilidad 
para lis obligaclones pe;idientes de 

otras unidades de T.a misma federaci6n, 

asociacibn o unibn.
 

En los arreglos de reestructuracibn de Under the debt restructuring 

deudas, se negociarn con loG arrangement, the Fund will negotiate 

cual el with creditors the d,-gree to which itacreedores el grado hasta el 


harA cargo de las deudas will assume an intermediary's
FDF se 

pendientes de una internediaria o el 	 outstanding obligations or assist in 

limite de ayuda en la amortizaci6n de their repayment. It will possess the
 

las mismas. TendrA la capacidad de ability to provide a creditor with a
 

"repayment guarantee" in return for a
proporcionar una "garantla de 

amortizacibn" a un acreedor, a cambio restructuring or write-off of a 

portion of the obligation; or, inde reestructurar su deuda o la 


cancelacibn de una parte de la misma; 	 extreme situations, it may become the
 
holder of the intermediary's
o en casos extremos, podria 


convertirse 	en el propietario de la outstanding debt in its entirety.
 

Bajo Under a complete debt assumption
deuda total del intermediario. 

scenario, the FDF will negotiate the
situaciones donde se asumirA la 

cancellation of the intermediary's
responsabilidad total de la deuda, el 

FDF negociarg con los acreedores la debt with the creditors. In these 

negotiations, the Fund will bargain tocancelaci6n de la deuda de la 


estas purchase the debt from the creditors
intermediaria. En transacciones 

at a discount, based on the premise
el FDF negociarA la ccnpra de la deuda 

that the existing obligations are
de los acreedores con descuento, 

bas~ndose en la preinisa de que las uncollectable. In return for assuming 

the from creditors, the Funddeudas existentes son hasta cierto debt the 

will have veto power over any
nivel incobrables. A cambio de 	asumir 


el riesgo y la responsaoilidad de las management decision or practice by the 

deudas de los acreedores, el FDF intermediary thac does not comply with 

tendrA poder de veto sobre cualquier administrative procedures required for 

decisibn o prActica administrativa full participation in the Project. It 

will also have first -zall on dividend
tomada por la intermediaria que 	no 

earnings generated tocumpla con los procedimientos 	 payment or other 


retire the debt (it may agree to its
administrativos requeridos para una 

retirement on a non-accruing basis),
participaci6n total en el Proyecto. 


El FDF tambi6n tendrA preferencia en and approval authority over the
 

organization's operating plans and
la distribucibn de los excedentes 

budgets.
(dividendos) u otras utilidades 
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generadas, para proceder a la 
carcelacibn de la deuda (podria 
acordarse la cancelacibn en base al 
sistema de no cobro de intereses), y 
tambien tendrA la suficiente autoridad 
rectora sobre los planes y 

presupuestos de operaci6n de la 
organizacibn. 

Por su parte la intermediaria acordarA 
la cancelacibn de la deuda a travs de 
la creacibn de un fondo de reserva 

para casos imprevistos, que servirg 
para balancear las fluctuaciones en 

los ingresos, como resultado de las 

variaciones en los niveles de 
produccibn entre ciclos agricolas. 
Este fondo asegurarA que el FDF cuente 
con un flujo de efectivo contlnuo para 
amortizacones, por lo que exigirA que 
las intermedlarias amorticen los 
saldos de sus obligaciones pendientes, 
mediante cuotas fijas. Estas cuotas 
ser~n establecidas en base a flujos de 
caja proyectzios, los que se revisargn 
anualmente. Adicionalmente, la 

intermediaraestari de acuerdo en 
proseguir laL-jecucin de los 
requisitos ck procedimiento gerencial 
y pollticas e operaci~n. Los 
derechos y oligaciones de ambas 

partns estaria claraente definiios en 
un convenio o=ntractual estableci~o 

entre el FDFy la intermediaria 

participante. Es importante indicar 

que 6stas sms6lo algunas de las 
condiciones ontractuales. Una lista 

completa de etas condiciones ser5 

revisada durmte el perlodo inicial de 

ejecucibn y ks provisiones que rigen 

cada convenisserfn adecuadas a las 
circumstancla especIficas de la 
intermediark en mencibn.
 

Se aplicarA w procedimiento similar 
con contratwformales en casos donde 
se requiera Aversion de capital. La 
inversi6n demapital del FDF difiere 

de un esquemde asuncibn de deudas, 
en que el Ftoma una posici6n de 

asociado me~nte la compra de 
aportaci6nesen la intermediaria. El 
valor de laqortacibn ser5 igual al 
precio al quel FDF negocla la 
transaccibnsn los acreedores. Bajo 
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For its part, the intermediary will 
agree to retirement of the debt
 
through a sinking fund arrangement 
that will take into account
 
fluctuations in earnings resulting
 
from variations in production levels
 
among crop cycles. The sinking fund 
will assure the FDF of a continuous 
flow of repayment monies and require 
the intermediary to amortize the 
outstanding balance of the obligation 
at a fixed rate. This rate will based
 
upon projected cash flows and be 
adjusted on an annual basis.
 
Additionally, the intermediary will 
agree to continue to implement the
 
required managerial procedures and
 
operating policies. The rights and 
obligations of both parties will be 
clearly defined in a binding
 
contractual agreement between the Fund 
and the participating intermediary,
 
and it is important to note that these 
contractual conditions are
 
illustrative. The full-range of
 

conditions will be further refined 
during the initial period of 
implementation, and the provisions
 
governing each agreement will be 
tailored to the specific circumstances 
of the subject intermediary. 

A similar formal contract procedure 
will be followed in cases requiring
 
equity financing. FDF equity
 
participation differs from the debt
 
assumption scenario in that the Fund 
will take an equity position in the
 
intermediary through ownership of 
stock shares. The value of the stock 
will be equal to the price at which 
the FDF negotiates the settlement with
 
creditors. Under this arrangement, 
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este sistema de inversibn, el FDF como 

dueIo de la inversion de capitales, 

tendrA preferencia en la diqtribucibn 

de los excedentes generados, hasta un 
mnximo acordado ei base a] monto de la 
inversi6n de fondos; tendri el poder 

de veto sobre las decisiones o 
pr~cticas administrativas que no est6n 

de acuerdo con los requerimientos para 
la reforma institucional de las 
intermediartas; tcndr5i autnrldad para 
revisar y aprobar las Inversiones y 
los planes de operacIFn v sis 
correspondIentes presupuestos; y, 
designarh un auditor externo para 
establecer los programas activos de 
inspeccibn y verificactin. Otras 
posibles condiciones adicionales 

estipulargn: (I) que el monto de los 
excedentes preferentes (la iriversi6n 
de capital es equivzlcnte a las 
aportaciones preferentes) y el 
funcionamiento del esquema de recomp-

del capital (por ejemplo fondos de 
reserva), serfn determinados por el 
FDF en consulta con la !ntermediaria y 
estar~n sujetos a llmites mxlmos; (2) 
el dividendo mInimo a pagarse sobre el 
capital participativo serA del 4% 
anual, suponiendo que hubo generaci6n 

de excedentes por operacibn -- la 
cantidad real de divldendos pagados 
por encima de la base del 4% estarh en 
funci6n de los excedentes generados; 
(3) que la intermediaria haya 
convenido en tn nuevo y apropiado 
calendario u otros acuerdos con los 
acreedores, para asegurar el no 
embargo de las obligaciones 
pendientes, garantizando de esta 

manera, la inversibn de capital del 

FDF; (4) que la intermediaria en 

mencibn tenga prioridad en la recompra 

de las aportaclones preferentes del 
FDF; y (5) que las aportaciones 
preferentes no sean ins trumentos 
negociables, es decir que no puedan 
ser vendidas a terceros.
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the Fund, as owner of the equity, will 
have first call on generated earnings, 
up to an agreed upon maximum return on 
invested funds; will have veto power
 
over any management decisions or 
practices that are not in conpliance
 
with the institutional reform 
requirements of that intermediary; 
will have review and approval
 
authority over investment and
 
operating plans and their related 
budgets; and will designate an 
external auditor to establish an
 
on-gulng program of examination and 
verification. Possible additional 
conditions will stipulate: (1) that 
the amount of preferred dividend
 
(equity capital is equivalent to
 
preferred share capital) and that 
functioning of the equity repurchase 
scheme (i.e., sinking fund) will be 
determined by the Fund in consultation 
with the intermediary and will be 
subject to an upper limit; (2) that 
the minimum dividend to be paid on 
equity will be at least 4 percent per 
annum, assuming generation of an 
operating surplus -- the actual amount 
of dividend paid above the 4 percent 
floor will be a function of the
 
surplus earned; (3) that the 
intermediary have entered into 
appropriate rescheduling or other 
agreements with creditors to assure 
non-foreclosure of outstanding 
obligations thereby securing FDF 
equity participation; (4) that the 
subject intermediary have first call 
on repurchasing preferred stock from 
the Fund; and (5) that the preferred 
stock be a non-negotiable instrument 
-- i.e., that it cannot be sold to 
third parties. 
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Los reflujos de recursos provenientes 
de la cancelacibn de deudas y la 
recompra por inversiones de capital 

depositados en un fondo rotatorio 
administrado por el FDF, para 
utilizarse en la estabilizacibn 
financiera de las intermediarias que 
en el futuro vayan ingresando al 
Proyecto. El excedente o el dividendo 
base anual del 4% recibido por el FDF 
sobre las transacciones de las 
inversiones de capital, servirA para 
cancelar los costos de operaciSn del 
FDF.
 

h. Suspensibn - Descalificacibn 

Para reforzar el cumplimiento de los 

fines del Proyecto, en relacibn a la 

creaci6n de las organizaciones 

intermediarias Institucional y 
financieramente estables que sirvan 
como mecanismos viables en la 
provision de servicios a los pequeRos 
agricultores, en los contratos 

firmados entre el FDF y las 
intermediarias se Incluir~n las 
sanciones establecidas para los casos 

en que una intermediaria no cumpla con 

los t&rminos acordados. Los 
incumplimientos serAn juzgados ei, 
 base 
a dos modelos -- fallas por 
interrupcibn en la ejecucibn de las 

reformas administrativas (por ejemplo 
politicas de capitalizaci~n, estrictas 

politicas internas de crddito, 

procedimientos contables inflexibles y 
promociones del personal profesional 
calificado), y negligencia para 

controlar la deuda o las condiciones 

del retiro de las inversiones de 
capital. Las sanciones consistirfn en 

la suspension tewporal de los recursos 
y en casos extremos irremediables, la 

pdrdida completa de la elegibilidad 

para recibir nuevos recursos del 

Proyecto (por ejemplo, inyecciones de 
nuevos recursos de cr~dito). Cuando 
la situacibn involucre 
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The reflows from both debt retirement 
and repurchase of equity shares will 
be retained by the FDF and be used to
 
financially stabilize intermediaries
 
that join the Project In the future. 
The annual four percent dividend floor 
received by the Fund on equity 
transactions will be applied to 
underwrite the FDF's costs of 
operation. 

h. Suspension - Disqualification 

To reinforce achievement of the
 
Project Purpose, viz., the creation of
 
institutionally and financially stable
 
intermediary organizations that will 
serve as a viable mechanism for 
delivering services for small farmers, 
the FDF-intermediary contracts will 
also contain sanctions should an
 
intermediary not comply with the terms 
of the agreement. Non-compliance will 
be judged against two standards -­
failure to continue to implement the 
administrative reforms (e.g., 
capitalizatic olicies, strict
 
internal credIL policies, stringent
 
accounting procedures, and upgrading
 
professional staff quality), and
 
failure to observe debt or equity 
retirement conditions. The sanctions
 
will consist of suspension, and in 
extreme, non-remedial cases, complete 
loss of eligibility to receive 
new
 
project inputs (i.e. injections of new
 
credit resources). In instances
 
involving refinancing,
 
disqualification will also entail debt
 
retirement at accruing (rather than
 
non-accruing) interest rates. 
 The
 
process of employing the sanctions 
will be multi-staged. If, in carrying 
out normal monitoring activities, the 
FDF discovers deficiencies in 
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refinanciamiento, la descalificacibn 


incluira ademfs la reinstalacibn de la 


deuda con el cobro (en lugar del 

"no-cobro") de interesez. El proceso 

para establecer las sau-i ones podrai 
realizarse en cualquiera de las 
etapas. Si mientras se esthn lievando 
a cabo las actividades inormales de 

monltoreo, el FDF descubre 

deficiencias en el desempe1o de las 
intermediarlas relacionadas con 


cualeoqulera de los, d,.s modelos, el 

FDF notificarb foruolmrente a la 


institucibn involucrada y determinarh 

un perlodo prudente de tiempo, dentro 

del cual deben efectuarse los 

ajustes. Si las correcciones no se
 

efectfian en la fecha indicada, el FDF
 
suspenderfi a la intermediaria y le
 

comunicarA que la descalificaci6 n
 

total entrarg en efe.:to si no se toman
 

las medidas correctivas de inmediato.
 
1.3s descalificaciones incluirin una
 

tercera y 6Itima notificacibn formal
 
del FIF a la intermediarla, instante 
en el que se tomarfn las medidas
 
legales pare recuperar los activos del
 
FDF.
 

i. Participacibn del BANAI)ESA 


El Banco Nacional de Desarrollo 

Agricola (BANADESA) tendrAi un papel en 


el Proyecto debido a su rol 


predominantemente histbrico en cr~dito 


agricola y a Is posibilidad de que 


este Banco sea el mayor acreedor de 


las organizaciones Intermediarias que 

se supone participarfin en el 


Proyecto. El tamailo y diversidad de 

la carters de pr~stamos de BANADESA 

hace que parezca que se llevarfn a 

cabo frecuentes negociaciones entre el 


BANADESA y el Foido de Desarrollo 

Financiero (FDF), conforme se vaya 


desarrollando el proceso de 

estabilizacibn o reestructuracibn de 
deudas y se hays diseflado una 

estrategia del Proyecto que asegure un 


papel positivo y de respaldo para el 

BANADESA dentr3 -JlProyecto.
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intermediary performance relative to
 

either of the two standards, the Fund
 

will formally place the subject
 
institution on notice and specify a 

prudent timeitpriod within which the 
adjustments must be m-de. If the 
corrections are not made by the
 
assigned date, the FDF will suspend 
the intermediary and advise that 
complete disqualification will go into 
effect if the rerir,il stps are not 
taken. Cases of disqualification will
 
entail a third and final formal notice
 
from the Fund to the intermediary, at
 
which time legal actions would be
 
taken to recover FDF assets.
 

I. BANADESA Participation
 

The National Agricultural Development
 
Bank (BANADESA) will possess a role in
 
the Project due to its historically
 

predominent role in ag-icultural
 

lending, and to the liklihood that the
 

Bank is one of the major creditor's of
 

the intermediary organizations
 

envisioned as participating in the
 

Project. The size and diversity of
 

the BANADESA loan portfolio makes it 
likely that frequent negotiations will
 

take place between the Bank and the
 
Financial Development Fund (FDF) as
 

the stabilization or debt
 
restructuring process is undertaken, 

and, a Project strategy has been 
designed that will ensure a positive
 
and supportive role for the Bank
 

within the Project.
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Histbricamente el BANADESA ha usado 
dos fuentes diferentes de recursos 
para el financiamiento a las 

intermediarias, su propio capital y 
una serie de cuentas de fideicomiso. 

Mientras se llevan a cabo las 

negociaciones del FDF para estabilizar 

financieramente a las intermediarias 

participantes, tanto el capital del 

Banco como las cuentas de fideicomiso 
ser~n afectadas por los convenios de 

reestructuracibn de deudas celebrados 


por el Fondo. Afn cuando unas pocas 

intermediarias financiadas por el 
BANADESA est~n al dia con sus 
pr~stamos, la mayorla se encuentran en 
mora o sus pr~stamos han sido 
artificialmente refinanciados bajo
 
t~rminos de pago irreales. 

El BANADESA estA en el proceso de 
crear una cuenta especial de 
fideicomiso pra captar los reflujos 
de los recursos del FDF que est~n 

siendo usados en la cancelacibn de las 

obligaciones pendientes de las 

intermediarias. Este fideicomiso 
esencialmente serg capitalizado por el 

pago o cancelacibn de las obligaciones 
realizadas por el Fondo de Desarrollo 

Financiero. Este fideico'aiso 
continuard prestando a las 
organizaciones intermediarias bajo 
t6rminos similares a aquellos 
utilizados por los bancos privados con 
cuentas de fideicomiso descritos en la 
siguiente seccibn sobre Cr~dito 
Agricola. El FDF ayudarg al BANADESA 
en desarrollar los criterios de 

elegibilidad, le proporcionarg acceso 
a la asistencia t4cnica, precalificarA 

a las organizaciones para su 
participacibn y, ambos trabajarfn en 
estrecha coordinaci'n durante toda la 
vida del Proyecto. 
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Historically, BANADESA has used two 
different sources of funds for
 
intermediary financing, it's own
 
capital and a series of trust
 
accounts. As FDF negotiations to
 
financially stabilize participating
 
intermediaries are undertaken, both
 
Bank capital and fiduciary trusts will 
be affected by the debt restructuring
 
agreements sought by the Fund. 
Although a few Bank-financed
 
intermediaries are current in their
 
accounts, the majority are either
 
delinquent or have been artificially 
refinanced under unrealistic repayment 
terms. 

BANADESA is in the process of creating 
a special trust account to capture the 
reflows of FDF resources that are used 
to retire intermediary obligations.
 
This fiduciary trust will essentially
 
be capitalized by the retirement or
 
cancellation of obligations undertaken
 
by the Financial Development Fund. 
This trust fund will relend to 
intermediary organizations under the 
same terms as those to be used by the
 
private bank trust accounts described
 
in the following section on 
Agricultural Credit. The FDF will
 
assist the Bank in developing 
eligibility criteria, provide it with
 
access to technical assistance,
 
pre-qualify organizations for access,
 
and work in close coordination with 
the Bank during the life-of-project. 
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SECCION B.3. Actividad 3. Crfdito 
Agricola 

a. Estrategias de Crtdito 


En un esfuerzo poc dismnuir el 


problema de la contracclbn de recursos 
para cr~dito discutLdo en la Seccibn 

III e Incrementar la prcvisi6n de 

financiamiento a los productores 

aediante lat, organizaciones campesina 
participantes, el Goblerno de Honduras 
(GOH) establecerl a capitalizarA un 

mecanismo de fideicomiso en el Banco 
Central de Honduras (BCH), usando los 

38.5 millones en fondos de pr~stamo de 
la A.I.D. que ser~n provistos por el 


Proyecto. El Banco Central sera 


responsable por los rtesgos en el 


manejo de divisas y la amortizacibn 

del pr~stamo. Estas cuentas de 
fideicomiso ser~n rianejadas por el 

sistema de la banca privada en 


coordinacibn con el Fondo de 

Desarrollo Financiero (FDF) autbnomo, 

que sera establecido dentro de FACACH. 

Todos los pr~stamos de estos 
fideicomisos a las organizaciones 

intermediarias, serAn concedidos bajo 

los estrictos criterios de 

elegibilidad para asegurar que la 

intermediaria cumpla con el proceso de 

desarrollo institucional respaldado 


por el Proyecto. Este proceso 

enfatiza el uso de los criterios 


empresariales por parte de las 


intermediarias, para gular la 


provisi6n de servicios (o sea, costo 


competitivo de servicios; 
mantenimiento actualizado de controles 

de contabilidad y presupuestos; 
utilizacibn de personal gerencial 
profesional altamente calificado; 
etc.) y, requerirA el apego a los 
principios de estrictas pollticas 


crediticias, participaci6n de los 


asociados en el capital de la 
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SECTION B.3. Activity 3. Agricultural 
Credit
 

a. Credit Strategy
 

In an effort to alleviate the credit
 

contraction problem discussed in
 

Section III, and to increase the 
provision of financing to growers
 

through participating farmer 
organizations, the Government of 

Honduras (GOH) will establish or 
capitalize a trust account mechanism
 

within the Central Bank of Honduras
 

(CBH) using the 48.5 million in A.I.D.
 
loan resources to be provided by the 
Project. The Central Bank will be 

responsible for the foreign exchange 
risks and the repayment of the loan. 

These trust accounts will be managed 

by the private banking system in 

coordination with the Financial
 

Development Fund to be established
 

within FACACH.
 

All lending from these trust accounts
 
to intermediary organizations will be 

guided by the use of strict 
eligibility criteria to ensure 

intermediary compliance with '-he 

Project-supported institutional 

development process. This process 

emphasizes intermediary use of 

businesslike criteria to guide service 

delivery (i.e., competitive pricing of 

services; maintainance of up-to-date 

accounting and budget controls; use of
 

qualified, professional personnel in
 

management; etc.), and, it requires an 

adherence to the principles of strict
 

lending policies, member capital
 

participation, and reserve creation 
against contingencies. These 

principles are considered basic to the
 

institutional development process and
 

to an eventual attainment of financial
 

! 
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organizacibn, creacibn de reservas 

para imprevistos. Estos principios 

son considerados basicos para el 


proceso de desarrollo institucional y 

para el logro de una eventual
 
autosuficiencia financiera que le 
proporcione independencia
 
institucional. Los criterios que
 
adicionalmente ser~n utilizados para 
determinar la elegibilidad para los
 
recursos de cr~dito sern los 
siguientes: 

(1) Viabilidad financiera de los 

proyectos a financiarse; (2) 

personalidad jurldica como institucibn 

intermediaria de servicios; (3) 

historial crediticio previo; (4) 
demostrar capacidad gerencial y un 

programs efectivo de servicio a sus 
asociados; (5) politicas operacionales 
consistentes con una economla 
saludable; (6) capacidad para el pago 
de pr~stamos; y, (7) estrategias de 
inversibn coherentes, incluyendo 

diversificacibn de cartera, 

comercialidad de la produccibn de 
asociados, infraestructura adecuada, 
etc. 

El Fondo de Desarrollo Financierc 
(FDF) proporcionarh al(los) banco(3) 

privado(s) qua maneje(n) la(s) 
cuenta(s) de fideicomiso con un 

"Certificado de Elegibilicad" para 
cada una de las intermediarias que 
est6n buscando acceso a las fuentes de 
financiamiento. 

El componente de cr6dito del Proyecto 
es complementario al proceso de 

desarrollo institucional. Adems del 

objetivo para el incremento de los 

flujos de recursos crediticios para el 

sector agricola, la provisibn del 

financiamiento estA estrechamente 
ligada al proceso de formaci6n de 

capital en las organizaciones 
campesinas intermediarias 
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self-sufficiency and institutional
 
independence. Additional criteria
 
which will be used to determine credit
 

eligibility will include:
 

(1) Financial viability of projects
 
to be financed; (2) legal recognition
 
as an intermediate service
 
institution; (3) previous credit
 
history; (4) demonstrated management
 
capabilities and effective member
 
service programs; (5) operational 
policies consistent with economic 
health; (6) ability to repay; (7) 
and, coherent investment strategies, 
including mixed portfolios, 
marketability of member production,
 
adequate infrastructure, etc.
 

The Financial Development Fund (FDF) 
will provide the private bank(s) which
 
are managing trust account(s) with a 
"Certificate of Eligibility" for each
 
intermediary seeking access to
 

financing.
 

The credit component of the Project is
 
complementary to the institutional
 
development process. In addition to
 
the goal of increasing the flows of
 
credit to the agricultural sector, the
 
provision of financing is closely
 
linked to the capital formation
 
process of the participating
 
intermediary farmer organizations. 
The introduction of sustained and
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particiipntes. La introduccibn de 
programas sostenidos para la 
capicalizac[5n obligatorla de los 
asociados en las interinediartas, es un 
pre-requirnto pari la aprobacin df, un 
prtstam. Los crdI tos aprobados por 
medio del sistema -e las 
intermediarias estar:in ligados a In 
particlpaci6n de capital de los 

prestamistas en su (rganizacibn locaIl 
o cooperativa y el total del 

patrimonio de la intermedlarla servirA 

de garantla contra posibles 
incumplimientos de pago del pros tawo. 
La falta de Inter&s de la 
intermediarla en adoptar estrategias 

s6lidas de largo alcance para la 

formacibn de capital, cxcluirh su 

acceso a los recursos crediticios.
 
Asimiamo, se requecir que el pequeho 
agricultor prestami!ta participe en la 
formacibn del capital de su 
institucibn intermediaria. 

Los cr~ditos de corto plazo do la 
intermediaria, estaran disponibles 

para pr~stamo a los pruductores a 
tasas positivas o de mercado y stos 

estarfn directamente relacionados a la 
participacibn del agricultor en ]a 
capitalizacibn de su organizacion 
intermediaria. Los reflujos producto 
de estos pr~stamos, despu~s de 
efectuados los cargos por pago de 
intereses y otros costos 
administrativos, serAn retenidos por 
el Banco Central y reservados para 
futuros pr~stamos a nuevas 
participantes en el Proyecto. La 
administraci6n de estas cuentas de 

fideicomiso por la banca privada podrA 
ser renegociada anualmente por el 

Banco Central, suJeta a un anAlisis de 
resultados (o sea, calidad del
 
servieio, informes, administracibn del
 
fondo, etc.) y de existir el deseo
 
expreso de continuar participando. 
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obligatory member capitalization 
programs within the intermediaries is 
a prerequisite to loan %pproval. 
Credit: approvals throughout the 
intermediary system will be linked to 
the capital participation of the 
borrower in his local organization or 
cooperative, and the total equity 
situation of an intermediary will used 
as collateral against non-payment. 
Unwillingness of an intermediary to 
adopt a sound, long-range capital 

formation strategy will preclude its 
access to credit resources. 
SImiliarly, the small farmer borrower
 
will be required to participate in the 
capital development of his
 
intermediary institution. 

Intermediary onlending of short-term 
credit to producers will be at market
 
or positive interest rates and will be 
directly linked to grower participation
 
in the capitalization of his
 

intermediary organization. Reflows
 
from these loans, after payment of 
Interest charges and administrative 
fee's, will be retained by the Central 
Bank and reserved for future lending 
to new participants in the Project. 
Private bank management of these trust 
accounts will be renegotiated by the 
Central Bank on an annual basis, and 
will he subject to renewal following
 

an analysis of results (i.e., quality
 
of service, reporting, fund managment, 
etc.), and an expressed willingness to
 
continue participation. 
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1. Cuentas de Fideicomiso en la 
Banca Privada 

La razbn fundawc-ntal para el uso de la 
banca privada en la administracibn de 
las cuentas de fideicomiso para 
pr~stamos a las organizaciones 
intermediarias, es para estimular la 
participacibn de la comunidad bancaria 
privada en prdstamos al pequeo 
agricultor, sin que se requiera que 
6sta asuma los riesgos de amortizacibn 
de pr6stamos. Las experiencias de la 
banca privada en cr~dito agricola han 
sido desastrosas, que combinadas por 

la falta de garantlas de los pequeos 
agricultores y la percepci6n de la 

banca privada de los riesgos 
extremadamente altos que esto 
involucra, ha dado por resultado la 
renuencia a proporcionar pr~stamos ya 
sea para la produccibn o para 
inversiones dentro del sector. El 

manejo de una cuenta de fideicomiso 
por la banca privada para financiar a 
las intermediarias rurales funcionarA 
en un ambiente libre de riesgos, en el 

que la banca privada podrA observar y 
evaluar los esfuerzos que realiza el 
Proyecto patrocinador del desarrollo 
institucionaly la estabilizacib.' 

financiera de las organizaciones 
participantes. A medida que los 
bancos se siektan mfs seguros con 
respecto a las capacidades de las 
intermediariat en la administracibn de 
los recursos trediticios, posiblemente 
su deseo de prticipar en el cr~dito 
agricola aumentarA. Una estrategia 
similar para entusiasmar la 
participaci6nde la banca privada en 
cr~dito agrlcsla fu6 exitosamente 
utilizada baJP el Proyecto para el 
Mejoramiento fe Peque?1os Caficultores 
(522-0176). 3urante los tres primeros 
afos de este froyecto a trayrs del 
sistema de labanca privada, se 
canalizaron mcursos de cr~dito de la 
A.I.D. para pi stamos de inversi6n y 
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(1) Private Bank Trust Account 

The rationale of using private banks 
to manage trust accounts for onlending 
to intermediary organizations is to 
stimulate private banking community 
involvement in small farmer lending 
without requiring the banks to assume
 
the risks of loan repayment. Past 
experience of the private banks in 
agricultural lending has been poor, 
and when combined with the lack of 
collateral among small farmers and the 
bank perception of the extremely high 
risks involved, it has resulted in a 
reluctance to lend for either 
production or investment within the 
sector. Private bank management of a
 
trust account to finance rural
 
intermediaries will provide a
 
risk-free enviornment in which the
 
banks may view and evaluate the
 
Project-sponsored institutional 
strengthening and financial 
stabilization efforts. As banks begin 
to feel more secure about the loan
 
management capabilities of an
 
intermediary, their willingness to 
participate in agricultural lending
 
may increase. A similiar strategy to
 
encourage private bank agricultural
 

lending was successfully utilized
 
under the Small Farmer Coffee 
Improvement Project (522-0176). 
During the initial three year's of 
this Project, A.I.D. credit resources 

were channeled through the private 
banking system for onlending to small 
farmers for investment and 
production. Private banks were
 
allowed substantial margins (6% 
overhead and 4.5% for reserves) to
 
encourage their participation. 
Following three year's of private bank
 
lending and very high loan recovery 
rates (approximately 96%), the banks
 
have agreed to utilize their own 
resources to finance the short-term
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produccibn de los pequeflos 
cafiailtores. Se ptoporcionaron 

mirgenes substancialmente gr.-indes a 
los bancos privado; (6% overhead y 

4.5% para reservas;) para moteival su 

participacffn. De.-pu~s de tres ailos 

bajo este progratma y una alta tasa de 

recuperacibn de pr&stamos 

(aproximadamente 96%) los bancos han 

aceptado usar sus prnoLos recursos 

para financiar el. c(nponente de 
crtditos de produccibn de corto plazo, 

hablendo incrementado ]a cantidad de 

los recursos provi!tos por la A.I.D. 

que pueden ser usados para expandir 

las oportuntdades de inversibn entre 

los pequeffos caficultores. 

La seleccibn de el(lus) banco(s) que 

maneje(n) fideicomiso(f-) para respaldo 

de las actividades del Proyecto, serh 
realizada a trav6s de un proceso 
competitivo y la seleccibn final serhi 

hecha a trav~s de un mutuo acuerdo 
entre la A. I.D. y el GOB. Se 

requerir5 que los bancos envien sus 

propuestas al BCH, de donde podrfn 

obtener informacibn sobre el manejo de 

estas cuentas, la descripcibn sobre 

servicios stiplementarios que p.odrian 
ser provistos a los prestatarios; y 

establecer la tarifa de administraci6n 
a cobrarse. Los criterios adiclonales 

de evaluactin que serin uttlizados 

incluLran la experiencla del banco en 


cr~dito agricola, su alcance nacional 


a travs de sucursales, su capacidad 

empresarial demostrada, etc. Al 

inicio, el nlrmero de bancos privados 

seleccionados ser g limitado (uno o dos 

bancos) para reducir la complejidad de 

administrar muchas unidades que 

manejan cantldades limitadas y debido 


a que se espera que al principio, un 

nfsmero pequeilo de intermediarias 

calificargn para su acceso durante la 

fase inicial del Proyecto. Sin 

embargo, una vez que se acelere el 


desarrollo del proceso, se considerarh 


la inclusibn de un mayor n(imero de
 

bancos privados. 
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production component, thus increasing 

the amount of A.I.D. resources that 

can be used to expand investment 
opportunittes among the small farmer 
coffee producers. 

Selection of the private bank(s) to 
manage a trust account(s) in support
 

of Project activities will entail a
 

competitive process, and the final 

selection will be made by a mutual 
agreement between A.I.D. and the GOH. 

The banks will be requested to submit 

proposals to the Central Bank of 

Honduras (CBH) in which they would 
illustrate how the account would be 

managed; describe supplementary 
services that would be provided to 

borrowers; and state the management 
fee to be charged. Additional 
evaluation criteria to be used would 

include bank experience in
 

agricultural lending, national agency
 

outreach, demonstrated management 
ability, etc.. The initial number of 

private banks selected will be limited 

(one or two banks) to reduce the 
complexity of managing a large number 

of discrete funds, and due to the 

expectation that only a small number 

of intermediaries will qualify for
 

access early during Project
 

initiation. Once the institutional
 

development process has begun to 

accelerate, however, additional 
private bank involvement will be
 

considered.
 



Pgina 24 de 44 


2. Fondo de Desarrollo Financiero 


El Fondo de Desarrollo Financiero 

(FDF) es una unidad autbnoma que serb 
cread- dentro de la Fderaci'on de 
Asociaciones Coioerativas do Ahorro y 
Cr~dito (FACACH). FACACH proporcionarA 

Delegaci~n de Autoridad al FDF para 
permitirle operar Independlentemente 
incluyendo la contratncibn de personal 
colocacibn de rectirsos de 
estabilizact6n y administract6n de los 

activos del Proyecto. 

La FDF sustenta un papel clave en la 

ejecucibn del Proyecto, incluyendo: 
el cumplimiento de los anlisis 
institucionales; el diseo de los 
paquetes de servicio para ]as 

inter-nediarias; el suministro de 

asistencia tscnica y entrenamiento; la 


provisibn de subsidios 

institucionales; y el monitoreo 

general del desarrollo del proceso. 


Adem~s, el FDF ejecutar5 el programa 

de estabilizacibn 1-inanclera. El 

proceso de estabilizaci6n es una tarea 


complicada y requerir5 habilidades 

(ininas en an~lisis financiero, 

proyecciones de flujo de caja, 

presupuestaci~n, finanzas y 

estrategias de reestructuracibn de
 
deudas.
 

Corrientemente se espera que todos los 


cr~ditos, (produccibn e inversiones) 

sean canalizados a travs del sistema 
de la banca privada, usando el 

mecanism de las cuentas de 
fideicomiso discutido anteriormente y 

la participacibn del FDF en la 


provisi 6n de recursos crediticios, 

estari limitada a la ernisibi, de un 

"Certificado de Elegtbilidad" para 

cada intermediaria que busca acceso al 


financiamiento. La administracibn de 
las cuentas de fideicomiso por la 


banca privada ser5 evaluada anualmente 

y si fuese necesario, el FDF tendrA la 
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(2) Financial Development Fund
 

The Financial Development Fund (FDF)
 
Is an autonomous unit that will be
 
created and attached to the National 
Credit Union Federation (FACACH). 
FACACH will provide the Fund with a 
Delegation of Authority to operate 

independently, Including the 
contracting of personnel, allocation 
of stabilization resources, and 
administration of Project assets.
 

The FDF has a key role in the
 
implementation of the Project 
including" the completion of the
 
institutional analyses; the design of
 
the intermediary service packages; the
 
provision of technical assistance and
 
training; the allocation of
 
institutional support grants; and the
 

overall monitoring of the development
 
process. In addition, the FDF will
 

implement the financial stabilization
 
program. The stabilization process is
 
a complex undertaking and will require
 
unique skills in financial analysis,
 
cash flow projection, budgeting,
 
finance, and debt restructuring
 
strategies.
 

Currently it is expected that all
 
credit (production and investment)
 
will be channeled through the private 
banking system using the trust account
 

mechanism discussed previously and FDF 
participation in credit provision will
 
limited to the emision of a
 
"Certificate of Eligibility" to each
 

intermediary seeking access to
 
financing. Private bank management of
 

these fiduciary accounts will be 
evaluated on an annual basis, and if
 
found to be necessary, the FDF will
 
also possess the ability to expand
 

into credit provision. In this case,
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potestad de ampliar su rol, hacia las 
actividades de cr6dito. En este caso, 
todos los t~rmirno; y conditones 
aplicados a las cientas; de f Ideicomiso 
de la banca prIvada seiz c.pl Icable al 
FDF. Las razoe p:ra proporcion3r 
esta capacidad l FUF se debe a la 
estrecha relacitn que existe entre el 
proceso de estab!li.:-ari6n financiera 
(o Lea, renegoci',n con los 
acreedores, reestr,+c'turacIn de 
deudas, inversibn d- capf.al para 
estabilizaci n, -Lc.) y la pro\isibn 
de nuevos recursos a las 
organlz.;ciones intermediarias 
participantes. 1ur3nte su ejecucibn, 
el FDF realizarh tin estrecho monitoreo 
del proceso de desarrollo 
instituciona]; certificarA la 
elegibilidad do la Intermediaria a los 

recursos del Proyecto,; proporcionarb a 
las intermediaria; con isistencia 
t6cnica y subsidios operativos; y 
algunas veces invertirA "capital de 
estabillzacibn" dentro de las 
organizaciones participantes. Este 

potencial prestatario asevurar un 
r~pido anflisis, aprobaciln y reserva 
de recursos, situacibn que podria 
liegar a ser necesaria para
"garantizLr" las inversiones de 
estabilizaclin del FDF.
 

b. Clases de Financtamiento 

El Proyecto a trav6s de las 
organizaciones Intermediarias, 
promover el cr~dito de produccibn a 
corto plazo y de inversiones a largo 
plazo para el sector agricola. Es 
demasiado prematuro determinar curles 
serfn los t&'minos y condiciones de 
los pr~stamos dentro de las 
operaciones de cr4dito al por mayor; 

sin embargo, bashindose en anteriores 

experiencias de !a A.I.D. y el Banco 

Mundial sobre financlamiento de lineas 
de cr4dito (las dos a travs del BCH y 
la banca privada y de desarrollo), 
consideramos que por lo menos seria 
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all terws and conditions applied to
 
the private bank trust account(s) 
would be applicahle to the FDF. The 
rationale for providing the FDF with 
this capabi ] ity is doe to the direct 
link that exists between the financial 
stabilization process (i.e,, 
renegotLation with creditors, debt 
restructuring, investment of 
stabilization capital, etc.) and the 
provislor of new resources to a 
particixtiting interediary 
organization. During Implementatior 
the FDF will be closely monitoring the 
institutional development process; 
certifying Intermodiar, eligibility to 
Project resources; oroviding 
intermediaries with technical 
assistance and operational support 
grants; and at times investing
 
"stabilization capital" within 
participating organizations, This 
onlending potential will ensure the 
rapid analysis, approval and 
allocation of resources, a situation 
which may become necessary to 
"guarantee" FDF stabilization 
investments.
 

b. Types of Financing 

The Project will promot2 lending for
 
short-term production and long-term 
investment credit in the agricultural
 
sector through intermediary 
organizations. It is too early to 
anticipate what the exact credit terms 
and conditions will be within the
 
wholesale credit operations; however,
 
based on the experience of previous
 
A.I.D and 1rld Bank financed credit 
li 3 (both through the Central Bank 
ano private and poblic banks), we 
anticipate that at a minimum, 
short-term credit to the ultimate
 
borrower would be extended at, or
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posible proveer a los prestamistas con 

cr4ditos de corto plazo a tasas de 

interns del mercado actual o un poco 

mayores. Tal estrategia permlir 

crear mayores reservas y consolidar 
administrativa/financieramente a las 

instituciones intermediarias.
 

(1) Pr6stamos para Produccibn 

Se proporcionarA financiamiento a 

corto plazo a las intermediarias 
elegibles, para que 6stas provean 
pr6stamos a sus miembros para sus 
requerimientos relacionados con la 

produccibn o negocios, es decir, 

capital a corto plazo para sus 

operaciones de compra de insumos 
agrlcolas tales como- semillas, 

fertilizantes, agroqu1micos e 

implementos agricolas (rociadores, 
herramientas manuales, materias 
primas, reposicibn de inventarios, 

etc.). IA elegibilidad para el 
financiamiento de cada Intermediaria, 

set determinada por el Fondo de 
Desarrollo Financiero (FDF). Se 
espera que las intermediarias utilizen 
politicas similares a las del FDF en 
sus pr6stamos a las afiliadas y/o 
agricultores asociados y la egibilidad 

estar5 basada en criterios tales como 

el historial crediticio del 
prestatario; la aportacibn de capital 
efectuada; el acceso a la asistencia 
tcnica y mercados; y, la viabilidad
 
comercial de la inversibn propuesta. 

(2) Pr~stamos para Inversibn 
de Capital 

La segunda clase de financiamiento 

nuevo que se proporcionarA bajo el 

Proyecto, consistirh en capital de 
inversiones a mediano y largo plazo. 

El cr~dito se proporcionarb para 
realizar inversiones agricolas como: 

establecer facilidades de 

almacenamiento de granos; sistemas de 

irrigacibn, plantas procesadoras, 
equipo y maquinaria, plantas de 
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slightly above, current market rates.
 
Such a strategy will permit greater 
reserve creation and the
 
administrative/financial consolidation 
of the intermediary institutions.
 

(1) Production Credit
 

Short-term financing will be provided
 
to eligible intermediaries for 
on-lending to their members for 
production or business-related 
requirements, i.e., short-term working 
capital, agricultural input purchases 
such as seeds, fertilizers, chemicals,
 
and small farm implements (sprayers, 
hand tools, raw materials, inventory
 
expansion, etc.). Eligibility of each
 
intermediary will be determined by the
 
Financial Development Fund (FDF). 
Intermediaries will be expected to
 
utilize policies similiar to those of 
the FDF in their on-lending to 
affiliates and/or farmer members, and 
eligibility will be based upon such
 
criteria as, a borrower's past credit 
history, the amount of share capital 
possessed, access to technical 
assistance and markets, and commercial
 
viability of the proposed investment. 

(2) Investment Capital
 

The second type of new financing to be
 
provided under the Project will 
consist of medium and long-term 
investment capital. Credit will be
 
made available for agricultural 
investments such as grain storage
 
facilities, irrigation systems,
 
processing plants, machinery and 
equipment, packing facilities, 
vehicles, leasehold improvements, and
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empaque, veiAculos, mcjoras de 
arrendamiento y poqibiemente, la 

compra de tierras. Los t~rmJi os bajo 

los cuales se sumin1..tratra este 
financlainlento a kas !ntermedliarias 
calificadas ser neg,)c!ahle. Sin 

embargo, la egthilidad para el acceso 
a estos reclirsos, serA determinada al 
comprobar la cpacldad de 
adminfstraci n fin-rciera, su 
participaclon de capital en ]a 
Intermediaria, la calidad de su 
cartera de prstamo,; a corto plazo y 
su capacldad de pigo. El FDF 

asegurar5 el ctiplinmlento de estos 
criterios de elegibl'idad. 

Puesto que se espera se proporcionen 
pequellos pr&stamos para inverslones 
durante el primer nao de vida del 

Proyecto, las tasas de interns para 
los prstamos a me;!i.nn y largo plazo 
serAn deftnitivamente cstablecidas, 

una vez que el equlpo) t.cnico conjunto 
formado por AID/W y AID/li haya 
completado tin an ]lsis de la situacibn 
crediticia ncional y las politicas 
sobre tasas de inter6s a finales de 
1986. Un problema a considerarse, es 
el impacto que las p'JiticaG 
macroecon6micas habran causado por la 

contraccibn de las inversiones dentro 
del sector ngricola. Al presente 
virtualmente, no exi.sten recursos 
disponibles para pr6qsLaros de mediano 

y largo plazo. excepto pnra lineas de 
cr6dito especiales creadas mediante 
donaclones internacionales. Algunos 
observadores creen que se requieren 
medidas especiales pari promover 
mayores inversiones, incluyendo una 

posible reduccibn de los topes en las 

tasas de inter~s, aceptar una tasa 
relativarmente nas alt de inflacibn 

como el costo incrementado del cr6dito 

ofrecido por el sector privado o, un 

aumento en la provisgin dirigida a los 

progranms de cr&dito con recursos de
 

la AID, para inver.3iones de mediano y
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perhaps, land purchase. The terms
 

under which such financing is provided
 
to the qualified intermedlaries will
 

be negotiable. However, eligibility 
for accesc. c:othese resources will be 

determined by demonst rated financial 
management capability, member capital 
participation in the intermediary, the 
quality of Its short-term loan 
portfolio, and ability to repay. 
Compliancc-- with these eligibility 
criteria will be ascertained by the 
FDF. 

Since little investment lending is
 
expected to occur during the first 
year of Project life, a determination
 

of interest rates to be charged on 

medium and long-term lending will 

await the completion of an 

AID/W-USAID/onduras joint task force 
which is expected to complete an 

analysis of the national credit 
situation and interest rate policy in 
late 1986. At issue is the impact 
that macroeconomic policies have had 
in constraining investment within the 
agricultural sector. Presently, 
virtually no credit resources are 
available for medium and long-term
 

lending except for special crEdit 
lines created by international 

donors. Some observers belJeve that 
special measures are required to 
further promote investment, including 
a possible reduction of the ceiling on 

'di 
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largo plazo a tasas de interes que 

reflejen el costo del capital de largo 


plazo en la economla hondurela, en 

lugar de las actuales politicas de 
austeridad. Otros observadores creen 

que tales medidas podrIan socavar el 
delicado balance del actual programa 

eoonmico o desbaratar los esfuerzos 
para estabilizar la economla. Luego 
de concluldo el anlisis de cr~dito a 
fines de 1986, la Misibn negociarg con 
el GOH y establecerh las politicas 
para el cr6dito de mediano y largo 
plazo, las que serin aplicadas por el 
Proyecto en su programa de pr6stamos. 

c. Aplicaci6n del Proceso 


Todos los requerimientos de acceso a 
las lineas de cr6dit-), que sean 

manejadas ya sea por el sistema de la 
banca privada o del FDF, deben ser 
originados por las organizaciones 


intermediarias. Las solicitudes 'erAn 


enviadas al FDF para una revisibn 
preliminar, la que luego serh endosada 
y posteriormente remitida a la 
correspondiente ventanilla de 

financiamiento para su final revisibn 
y aprobaci6n. En vista de que el 

endoso hecho par el FDF serh un 
pre-requisito para la aprobaci6n final 

del pr~stamo, la institucibn 
financiera analizarA y darA la 
aprobacibn final a todas las 
solicitudes de pr~stamo. El anAlisis 
que realice la banca privada a cargo 
de las cuentas de fideicomiso, 
reducirA el grado en el trabajo de 


anflisis necesario dentro del FDF, sin 

embargo, se espera que esos bancos se 
aseguren que las prestatarias 

intermediarias cumplan con todos los 
criterios de participacibn del
 
Proyecto. Una vez aprobado un 
pr6stamo, los desembolsos ser~n hechos 
por la inotitucibn financiera, a la
 

intermediaria.
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interest rates, acceptance of a
 
slightly higher inflation rate as the 
cost of increased private sector
 
credit supply, or the increased 
provision of targeted credit programs
 
with A.I.D. resources for medium and 
long-term investments at interest
 
rates which reflect the long-term cost 
of capital to the 11onduran economy 
rather than current austerity 
policies. Other observers believe 
that such measures would undermine the 
delicate balance of the current 
economic program and thwart efforts to 
stabilize the economy. Upon 
completion of the credit analysis in 
late 1986, the Mission will negotiate 
with the GOH and establish the medium 
and long-term credit policies to be
 
applied in such lending within the 
Project.
 

c. Application Process 

All requests for access to the credit 
lines being managed by either the
 
private banking system or the FDF must 
originate with the intermediary
 
organizations. They will be submitted
 
to the FDF for preliminary review and
 

endorsement and then forwarded to the 
appropriate financing window for final 

review and approval. While Fund 
endorsement will be a prerequisite to
 
final loan authorization, the 
financing institution will analyze and
 
provide final approval to all loan 
requests. The analysis to be
 
undertaken by the private bank trust 
managers will reduce the degree of 
analysis work necessary within the 
FDF, however, such banks will be
 
expected to ensure that intermediary 
borrowers do meet the performance 
criteria of the Project. Once
 
approved, loan disbursements will be
 
made directly from the lending
 
institution to the intermediary.
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Todas las solicitudes sertn anaiizadas 

y dictaminadas en base a un conjunto 

de criterios que incluye lo 

siguiente: (1 )/personalidad Jurd Ica 
de ]a organizacl :i intermedli iria; 
(2)/certificaci n del FDF de 
participacibn en :1 1'royecto; 
(3)/viabilidad ftiaciera de los 
pr6stamos solicitaros; (4) historial 

crediticio anterior; (5) capacldad 

gerencial; (6) esmritegiss de 
inversibn coherentan; (7) capacidad de 
amortizacibn; y, (8) cmplen, de 
pohlticas consistentes con la 
estabilidad financiers. Los t~rminos 
y condiciones precisas, variarhn 
dependiendo del ti po de flnanclamiento 

requerido. Sin embargo, las 
experiencias con otroN donantes y uso 
de lineas de Or6d ao financiadas por 
la AID, indica que el credito de corto 
plazo serh al aextend-i !-., u!uarli 
tasas un poco pov enclun de las 
existentes en ei mercado. TaI 
estrategia permitir. ta craactbrt Ge 
mayores reservaA y respa Ido a In 
eqtabilidad financiera de- la 
organizaci n Intermediaria. El uso de 
tasas de mercado tamUin generdrO 
Ingreso Instituclcnal que puede ser 
usado para ampliar los programas de 
aslstencia t6cnica y entrenamiento 
pars asociados y dtrigtr Is as!gnaci6n 
de recursoa pari el uso de tecnologla 

apropiada e inveroianes. La r) ltica 
sobre tasas de inter6s pars pr6stamos 
de corto plazo, ser5 revisada 
regularmente lara asegtrar que durante
 
toda la vida del Proyecto, Ins tasas 
de intwr.s para pr6stamos estn 
acompasadas con Is,; que prevalecen en 
los niveles de marcado. 
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All loan applications will be judged
 
against a act of criteria which will 
Include the follc.wing: (1) legal 
recognition of the atoermitdiate 
organ Iza .Kon; (2) Ol7F certification 
of Pai tLicpation in dhe Project; (3) 
financial viabil ty K. the requested 
loans; (4) prior credit history; (5) 
management capability; (6) coherent 
investi.nt stratagies; (7) ability to 

re vy; and 8) urtployment of 
operational polcies ,consistent with
 
financial stabillty. The enict credit 
terms and conditions will Iv-,ry 
depending upon the typo of financing 
requested. Nevertheless, experience 
with other donor and A.I.D. financed 
credit: lines inflc ;tte ; that short-term 
credit will be excended to die 
ultimatu borrower at or slightly above 
existing market ates. Such a 
strategy will permit greater reserve 
creation arid support the financial 
stabillty of the Intormediary 
organizati on. ThO use V market rates 
will also gener.te instiltutional 

income that can be urged to u:xpjnd 
technical assistance and training 
programs for members, and, to direct 
resource allocation toward the most 
appropriate technology use and 
Investment. Short-term interest rate 
policy will be reviewed on a regular 
basis Lo ensure thit 1 nding raitrs are 
In line with prevailing market levels
 
throughout the life-of-r,.eject. 

http:gener.te
http:investi.nt
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ARTICULO C 

Ejecucibn del Proyecto 


SECCION C.I. La principal agencia de 
contraparte del Proyecto serA el 

Ministerio de Economla (MdeE). 
Oficialmente, en los asuntos de 

ejecucibn del Proyecto, el MdeE estarh 
representado por la Direccibn de 
Fomento Cooperativo (DIFO(IX)P), una 
dependencia semiaut6noma a cargo del 
desarrollo, legislacibn, y regulaci6n 
del movimiento cooperativo. 

a. La Direccibn de Fomento 

Cooperativo 


El papel que desempeilar5 DIFOOOP en 
el Proyecto, es una combinacibn de 

actividades administrativas y la 
provision de asistencia t4cnica a las 

organizaciones intermediarias 
participantes. En su papel 
administrativo, DIFOCOOP establecerAj 
una Unidad Administr;idora de. Proyecto 
(UAP) que estar5 ligada al Fondo de 

Desarrollo Financiero (FDF). Fsta 
Unidad proporcionarg respaldo 
administrativo al Proyecto, que 
incluye: servicios contables, 
remisibn y control de solicitudes 
presupuestarias, monitoreo de las 

donaciones para respaldo operativo 
proporcionadas a las tntermediarias, 

etc. La unidad estarb constltuida de 
un pequeno personal bien califIcado 
contratado con fondos de contraparte 
(ESF), quien llevar&i a cabo sus 

responsabilidades asignadas bajo la 
guta de la Direccibn Superior de 
DIFOCDOP. Para la provisibn de la 
asistencia tdcnica, el personal de 

DIFOCOOP coordinarb estrechamente con 

el equipo de asistencia t~cnica del 
FDF y participarh en el proceso de 
desarrollo institucional que se 

reaiizarg dentro de cada organizacibn 
participante. Esto incluirA la 
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ARTICLE C
 

Project Implementation
 

SECTION C.I. The principal 
counterpart agency for the Project 
will be the Ministry of Economy 
(MOE). Officially, on project
 
implement-ation matters, the MOE will
 
be represented by the Directorate for 
Cooperative Developnent (DIFOCOOP), a 
semi-autonomous dependency charged 
with the development, legislation, and 
regulation of the cooperative movement. 

a. The Directorate for
 
Cooperative Development
 

DIFOOOP's role in the Project is a 
combination of administrative
 
activities and the provision of 
technical assistance to participating 
intermediary organizations. In its
 
administrative role, the Directorate 
will establish a ProJect 
Administrative Unit (PAU) which will 
be attached to the Financial 
Development Fund (FDF). This Unit 
will provide adminstrative support to 
the Project, including- accounting 
services, transmittal and control of 
budget requests, monitoring of 
operational support grants provided to 
intermediaries, etc. The Unit will 
consist of a small, well-qualified 
staff, financed with ESF counterpart 
funds, who will carry out their 
assigned responsibilities under the 
guidance of the DIFOCOOP General 
Director. In the provision of
 
technical assistance, DIFOCOOP 
personnel will coordinate closely with
 
the technical assistance unit of the
 
FDF and participate In the 
institutional development process to 
take place within each participating 
intermediary organization. This will
 
include the preparation and refinment 
of the organizational treatment 
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peeparacibn y afinarlento de los 
paquetes de traU.mtento organizativo, 
la asistencin en la !ntrod'iccibn le 
cambios una Ve? det;arrollados los 
paquetes, la provision de,-
entrenamiento al per onal de ias 
cooperativas y it conducci6n de una 
auditorla regular de sus operaciones. 
Finalmente DIF(CMOP participarA en la 
pre-calificacibn le las Insttuciones 
que buscan entrar L-] Proyecto, 
monitoreo de In ejecicln .Je las; 
actividads del Proyecto y, a3egurar el 
cunlimiento dr la legislaclion 
coopera iva.
 

b. El Fordo de Desarrollo 
Financiero (FDF) 

De acuerdo a 1,) inccado en la Seccibn 
B.2.2, el papel clai en la ejecuci6n 
serA llevedo a ca! ?r el Fondo de 
Desarrollo Financlero (FDF)que serA 
creado durante !a fase de inicio del 
Proyecto. El FDF tendrfi una cawp.eLa 
autonomla do gestiin e Independencla 
operativa. Esta autono,sa i-
necesaria debldo a 1n especial 
relaci6n que existirA r.-re el M)F y 
FACACH. El FDF operarii bajo ia cpula 
de FACACH, sin embargo, se requerirA 
que la Federactbn cumpla la misma 
clase de criterios de participaci6n 
que son requerldrs pars ]an otras 
intermediarias. 1; autonoml a del FDF 
estarA asegurada , a tra\v's do la 
Delegacibn de Autoridad que 
establecerh claramentc In 
responsabilidad y obligaclones de 

ambas entidadeq. Fste relacibn legal 
ser& revisada perl6dicamente para 
garantizar Su cumpli.Tento. 

La conexibn entre al FDF y FACACH se 
hizo debido a: (1)/encarar ha 


preocupaci6n del Gdel que el Proyecto 
no vaya a crear de inmedlato una 
Fundaci6n nueva e Independiente, come 
se propuso en el dinego original y, 
(2) proporcionar a la Federacibn la 
oportunidad de aprander el manejo de 
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packages, assisting these 
organizations in ihtro+,'cing the 
chang., once the package has been 
developed, provilln? training to 
cooperatIVe personnel, and conducting 
re',L, tar audits of their operations. 
Finally, DIFOCOOP will participate in 
the pre-qivillfication rf intermediary 
institutifons seeking entry to the 
Project, ,,wnitor implementaclon of the 
Project activities, and ensure 
compliance with cooperative 
legisliation. 

b. The Financial Development Fund 
(FDF) 

As discussed In Section B.2.2, the key 
role in implementation will be carried 
out by the Financial Development Fund 
(FDF) to he created during the 
Project's start-up phase. The Fund 

will possess aiplete administrative 
autonomy and operational 
independence. This autoromy Is 
necessary due to the unique 
relationship that will exist between
 
the FDF and FACAC(I. Although the Fund 
will operate under the FACACH 
umbrella, the Federation will be 
required to meet the same kinds of 
participation criteria as are required 
of other tntermediarics. FPF autonomy 
will be ensured throuph a bindfng 
Delegation of Authority which will 
clearly delinente the ro sponsbilittes 
and obligattons of both entities. 
This legal relationship will be 
reviewed periodLally to ensure
 

comp!lance.
 

The linkage between the RDF and FACACH 
is being made to (1) address the 
concern of the COI1 that the Project 
not immediarely create a new, 
independent Foundation, as was 
proposed in the original design, and 
(2) to provid. the Credit Union 
Federation with the opportunity to 
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los sofisticados mecanismos 
financieros del FDF, capacidad que 

serg necesaria pars estahilizar a 

muchas de sus afiltadas problemAticas. 


El Fondo de Desarrollo Financiero 
tendr! como objetivo el 

establecimiento de una base de 
recursos t~cnicos para fomentar el 
desarrollo del sector agricola 
hondurefo por la promocibn del 

desarrollo institucional de las 

intermediarias rurales. Bajo el 
Proyecto, el FDF llevarA a cabo una 
serie completa de actividades 
relacionadas con el desarrollo y la 

estabilizacibn financiera de la 

intermediaria. Una tarea inicial serA 

preparar o actualizar los perfiles 

institucionales de participantes 

potenciales del Proyecto para 

determinar los ajustes administrativos 

y operacionales que la intermediaria 

solicitante debe llevar a cabo para 
calificar como participante del 
Proyecto total. El FDF diseilar5 los 
paquetes de tratamiento 

administrativos y asistirA a las 

intermediarias en su adopcln. Esta 

asistencia del FDF en desarrollo 
institucional incluiri la programaci6n 
de asistencia t6cnica financiada por 
el Proyecto tanto de largo como de 
corto plazo y comprende el desarrollo 
de planes de trabajo, distribuci6n de 
tareas, asignacibn de contrapartes y 
monitoreo del impacto de la asistencia 
t~cnica. Finalmentp, el personal del 
FDF, en coordinacibn con DIFOOOOP, 
proporcionarA respaldo en 

entrenamiento, extensi6n, mercadeo y

cr~dito para cada Intermediaria 
participante como un respaldo al 
personal gerencial y de liderazgo. 
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learn the sophisticated FDF financial 
mechanisms, skills that will be
 
necessary to stabilize many of its 
problem affiliates.
 

The Financial Development Fund will
 
have as its objective the
 
establishment of a technical resource 
base to foster the development of the 
Honduran agricultural sector by
 
promoting the institutional
 
development of rural intermediaries.
 
Under the Project, the FDF will
 
carry-out a complete series of 
activities related to intermediary 
development and financial
 
stabilization. An initial task will
 
be to draw-up or update institutional
 
analyses of potential project
 
participants to determine the
 
administrative and operational
 
adjustments that an applicant 
intermediary must undertake to qualify

for full project participation. The 
Fund will design the administrative 
treatment packages and assist the 
intermediaries in adopting them. This
 
FDF institutional development
 
assistance will include the
 
programming of Project-funded 
technical assistance, including both 
long-term and short-term T.A., and 
entail the development of work plans, 
distribution of tasks, assignment of 
counterparts and monitoring of 
technical assistance impact. Finally, 
FDF personnel, in coordination with 
DIFOOOOP, will provide support in 
training, extension, marketing, and 
credit to each participating 
intermediary as backstop support to
 
their management personnel and 
leadership. 
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Una segunda rea de inter(s para el 
FDF s&r la estabiltzacln financlera 
de las Intermediarias. ('om, Se 
describib anrerl:)rmeute, el FDFi 
canpletarA '.a norinalizacANm In.nrfera 
de las intermtdi t.v', prtlctpantes a 
travs del uso de una conpieja 
combinacibn de mecantsnos financleros, 
incluyendo poslblus eltininaciones de 
afiliadas que no sean viables y 
tambi~n la liquidacin Reactivos no 
productivos. Ein s;tas neiociaciones 
con los acreedores do las 
intermedlarias, el FDF tratar de 
establecer conlenlos cuando fuese 
necesario ara In m)ratoria de las 
deudas negociadai o Interrupct6n del 
pago de las ruismns y buscarh la 
reestructuracib n de deudas red tante: 
el diferimiento de los pagos de 
intereses o amortizacibn del capital, 

la Junta de Acreedres y una 
reprogramaclbn dei calendario y los 

compromisos del pr6stam. La 
reprogramacti~n del calendarlo de 
pagos, puede Incluir descuentos del 
principal y lo!,; Intereses, el uso de 
garantlas de pr~stamo del FDF y la 
posibilidad de Inverslones de capital 
del FDF en iinn Intermedlatia. En 
todoB los cauos, el proceso de 
estabilizaciin seri regido por 

conveniss contractuales garantizados 
(Contratos de Estabililzacl~n) entre el 
FDF y las organizactones, sean 6stas 
copula o afiliadaa. Fstos convenios 

especificarfn que, a camblo de la 
asistencia en e! umnejo de nus deudas 
pendientes, las organizaciones darAn 
al Fondo un cierto nivel de control 
sobre sus politicas, procedimlentos y
 
operaciones. Este control incluirh
 

autoridad para la aprobacibn de 
presupuestos, planes operacionales,
 
cancelacibn de deudas y solicitudes
 
para nuevo financiamiento. El grado 
de participaci6n del FDF en las 
operaciones internas de una 
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A second area of concern for the Fund 
will be the financial stabiliiz.ation of 
the intermediaries. Ais described 
previously, the FI)F w!ll accomplish 
the fina-i(-lai normalization of 
parci,_'ipating intermaedlaries through 
che use of a complex mix of financial 
Lools, including possible elimination 
of non-viable affiliates and
 
liquidation of non-performing assets.
 
Tn Its negotlat. .ons with intermediary 
creditors, the FD; will seek 
negotiated debt moratc'uia or 
forbearance agreements where 
necessary, and will persue debt
 
restructuring through deferral of 
interest or principal payments, the 
consolidation of creditors, and a 
general rescchedull ug of loen 
committments. The reschedc-ling 
process may include principal and 
interert buy-downs, the use of FDF 
loan guarantees, and the possibility
 
of FDF equity partic!panion in an 
intermediary. In all cases, the 
stabilization proce.s will be governed 
by binding contractual agreements
 
(Stabilization Contracts) between the 
FDF and the participating umbrella 
and/or affiliate organizations. These 
agreements will specify that, in 
return for relief in the management of 
outstanding debt, the organizations 
will entrust the Pinancia] Development 
Fund with a certain level of control
 
over their policies, procedures, and 
operations. This contiol will include
 
approval authority over budgets, 



P~gina 34 de 44 

intermediaria serA determinado por la 

complejidad de la normalizacitn 

financiera requerida, el nivel de 

riesgo que serh asumido por el Fondo y 

el grado de desarrollo institucional. 

Esta participacibn del FDF ser& 
claramente delineada en el Contrato de 
Estabilizaciin. 


Finalmente, el Fondo tendrA la 

capacidad para expandir y canalizar 
financiamiento nuevo de corto y 

mediano plazo para las intermediarias 

elegibles si esto fuera necesario. 

los t~rminos de tales financiamientos 
serfan los mismos que usarfin los 
bancos privados seleccionados para 

administrar fideicomisos y la 

intencibn serh desarrollar un esquema 
de i neas de crtdito para pr6stamos a 
fin de simplificar el proceso 

crediticio y el mont-oreo. Es tambidn 

posible que el FDF requerir5 

participacibn de capital en el Fondo 
por parte de la intermediaria al 
momento de la cancelacibn del pre-tamo 
para promover el crecimiento de 
recursos disponibles para continuar 
prestando y permitir la participacibn 
activa de las intermediarias en las 

actividades de una caja central. Si 
tal requerimiento es adoptado, las 

aportaciones de capital de la 
intermediaria ganarlan intereses por 
esa participacibn, (como un porcentaje 
de las utilidades generadas) y se 
proporcionarla a la organizacibn un 
puesto en Ia Junta de Directores del 
FDF. Deberla notarse que tal 
participacibn de capital es uno de los 

objetivos de largo plazo del Proyecto 
y no se espera que esto ocurra durante 
la etapa inicial del mismo. El 

dnfasis inicial de la actividad 

crediticia estarh dirigido al 
incremento de los flujos de recursos 
productivus, ou inversibn en el sector 
rural y el fortalecimiento de la 

capacidad para la formacibn de 
capitales en cada organizaci6n 
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operating plans, debt cancellation,
 
and requests for new financing. The
 
degree of FDF participation in the 
internal operations of an intermediary
 
will be determined by the complexity
 
of the financial normalization
 
required, the amount of risk to be
 
assumed by the Fund, and the degree of 
institutional development. This FDF
 
participation will be clearly 
delineated in the SabhIlIzation
 
Contract.
 

Finally, the FDF will possess the
 
capability to expand and to channel
 
new short and medium-term financing to
 
eligible intermediaries should it be
 
necessary. The terms of such
 
financing would be the same as those 
to be used by the private bank(s) 
selected to manage a trust account,
 
and the intent will be to develop a 
lines-of-credit approach in lending to 
simplify loan processing and 
monitoring. It is also possible that 
the FDF will require intermediary 
capital participation in the Fund at 
the time of loan repayment to 
encourage growth of available
 
resources for relending and active
 
intermediary participation in the 
central funding activity. If such a 
requirement is adopted, intermediary 
share capital will earn interest on
 
its participation (as a percentage of 
profits generated), and the 
organization would be provided a seat
 
on the FDF Board of Directors. It 
should be noted that such capital 
pariticpation is a long-term goal, and 
it is not expected to occur during the 
early life of the Project. The 
initial emphasis of the credit
 
activity will be on increasing the
 
flow of investment and production
 
resources to the rural sector, and 
upon the strengthening of the capital 
formation capabilities of each
 
participating intermediary. The terms 
of any FDF lending will be clearly 
defined in a binding loan Contract 
which will be similiar in content to
 
the Stabilization Agreements discussed 
previously.
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intermediaria participante. Los
 

t~rminos de pr~staino del FDF serhn 
claramente defJnldos en Ln Contrato de 

Pr~stamo formal que tendrA Lin formato 
similar al de icls convenios de 
estabilizaclon diciut idos 

an teriormente!. 

El Fondo de Desarrollo Ftnanciero serh 


dirigido par una Junta de Directores 
de sets milembros que prr.. nr 

orientacibn sobre Ii polftica gen:eral 
de la organizaclb)n; aprobarh pollticas 

operacionales espectficas del FDF (por 
ejemplo, cr~dito, reestructurnctbn de 

deudas, contratact6i, de personal, 
presupuestos, etc.); y darh sU 

aprobacibn final para el desembolso de 

asistencia crediticia y de 
estabilizacibn a las intermediarias 
participantes. La Junta de Directores 
incluir5 representaci 6n de ]a banca 
privada y del sect,-r agricola, asl 

como la partipacibn de personal 

t~cnico del Goblerno de Honduras. 

presente, se espera que esta 
representaci6n inclulr5 al Ministro de 

Hacienda y Crddito Pfblico, al 
Ministro de Economla, a la Federacibn 
de Asociaciones de Cooperativas de 

Ahorro y Cr~dito de Honduras (FACACH), 
el Gerente General del Fondo de 
Desarrollo Financiero, tin 

representante del sistema de la banca 
privada y el representante de la AID. 


Se espera que este grupo proporclone 
servicios voluntarios. La 
administracibn diaria del FDF estarA a 
cargo de un Gerente General asistido 


por un personal de respaldo 

administrativo de alta calificacibn 


profesional. El Gerente serh tin 


profesional con s6lidas credenciales 

en las Areas financiera y agricola y 


un historial que compruebe sus logros 


profesionales. El candidato serA 

seleccionado y contratado por la 
A.I.D. a trav~s de un proceso
 
competitivo y utilizando los
 

procedimientos normales de
 
contratacibn de personal de la A.I.D.
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The Financial Development Fund will be
 

guided by a six member Board of
 
r .,,ch.... T. .,rn,,h the 

organization's overall policy 
orientation; approve specific FDF 

operational policies (i.e., credit, 
debt restructuring, hiring of 

personnel, budgets. etc.); and provide
 
final approval for disbursal of
 
stabilization assistonce to
 
participating intermediaries. The
 
Board will include reprrsentation from
 
the Honduran private banking and
 
agricultural sectors, as well as the
 
participation of the Government of
 

Honduras and USAID/H. Presently it is
 

expected that this representation will
 

include the Ministe-r of Finance and
 

Public Credit, the Minister of
 

Economy, the National Credit Union
 
Federation, the USAID Mission 
Director, the General Manager of the 

Financial Development Fund, and one 
represcntatlve from the private 
banking system. It is expected that 

this group will serve on a voluntary 
basis. Daily management. of the FDF 

will be carried out by a General 
Manager assisted by a highly qualified 
professional andI administrative 
support staff. The Manager will be an 

Individual with sound credentials in 

finance and agriculture and proven 
record of managerial success. The 

candidate will be selected by A.I.D. 
through a competitive process and will
 

be contracted using normal A.I.D.
 

procedures.
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El personal profesional serA asignado 
a tres unidades funcionales -- una 
Divisi6n de Servicios Financieros, una 
Divisibn de Servicios T6cnicos y una 
Unidad Administrativa. 

(1) Divisihn de Servlcios 

Financieros 


La Divisijn de Servicios Financieros 

estarg compuesta por un Jefe de 

Divisibn, cuatro Oficiales de Pr6stamo 

y un Economista. Las principales 

tareas de esta Unidad serAn conducir, 

conjuntamente con la Divisi6n de 

Servicios Tdcnicos, los perfiles 

institucionales de las intermediarias 

y diseflar los paquetes de tratamiento 
para las modificaciones 

administrativas. Adem~s, la Unidad 

negociarg los contratos de 

estabilizacibn financlera con las 

intermediarias, realizar el monitoreo 

para que las intermediarias cumplan 

los t~rminos y condiciones de estos 

contratos y negociarA la amortizacibn 

de las deudas de la intermediaria con 

los acreedores. la Divisibn 

Financiera estarg tambien a cargo del 

anilisis preliminar de la solicitid de 

financiamiento de las intermediari.s 

antes de su presentacibn al(os) 

banco(s) fideicomisario(s). Como se 

indic6, las inversiones hechas por el 

FDF para estabilizaci6n tendrAn 

aprobacibn final de la Junta de
 
Directores despu~s del anglisis hecho
 
por la Divisibn de Servicios
 
Financieros.
 

(2) Divisibn de Servicios Tcnicos 

La Divisi6n de Servicios TLcnicos 

estarA compuesta por un Jefe de 
Divisi6n complementado con 
especialistas en Cr6dito, Mercadec, 
Extensi6n, Agronomla, Proceso y 
Desarrollo Organizativo. ParticiparA 
en el desarrollo de los perfiles 
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The professional staff will be divided
 
into three functional units -- a 
Financial Services Division, a
 
Technical Services Division and an
 
Administrative Unit.
 

(1) Financial Services
 
Division
 

The Financial Services Division will
 
consist Of a D4V ...... Loan.oL fou 

Officers, and one Economist. The
 
principal tasks of this unit will be
 
to conduct, in conjunction with the 
Technical Services Division, the
 
intermediary institutional profiles
 
and design the administration
 
modification treatment packages. In 
addition, the Unit will negotiate the
 
financial stabilization contracts with
 
the intermediaries, monitor
 
intermediary compliance with the terms 
and conditions of these contracts, and
 
negotiate the repayment of 
intermediary debt with creditors. The
 
Financial Division will also be
 
charged with the preliminary analysis
 
of intermediary financing requests
 
prior to their submission to the
 
private bank trust account(s). As
 
discussed, the stabilization
 
investments to be made by the FDF will 
receive final approval from the Board
 
of Directors follot-ing the analysis of 
the Financial Services Division.
 

(2) The Technical Services 
Division 

The Technical Services Divsion will be
 
composed of a Division Chief plus
 
specialists in Credit, Marketing, 
Extension, Agronomics, Processing and 
Organizational Development. It will
 
participate in the development of the 
institutional profiles and the design
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instituclonales y diseharn los 

paquetes de tratamiento, tambi6n 

proporcionari respaldo a las 
intermediarias a trav6s del proceno de 
desarrollo inst tucIonatI n;,func'6n 
de respaldo pondrfi 6nfasis eT! 

anflisis de problemas t6cnicos 
incluyendo el diselo de politcas, 
aeleccIbn y entrenamiento de personal 
administratIvo, orientacl.n y 
cotizaciones sobre 1,n:- ,c 
proporcionados a lo; lleI~r,. y I,, 
identificacltn y adquisicitin de otros 
serviclos t~cnicos tanto dentro de 
Honduras como en el exterior, pars 
resolver las areas problemrti.:-as. 

(3) La Unidad Adminisntrativa 


La Unidad Admlnistrativa del Fondo de 

Desarrollo Financiero estn compuesta 

por un Jefe Administrativo, personal 
secretarial y la .olIdaa Administrativa 
del Proyecto (PAU) de DIFO)OP. Esta 
oficina estarh a cargo de todos 1,-, 

aspectos administrativos del Proyeceto, 

incluyendo respaldo logIstico, 


contabilidad, control presupuestario, 

reportes financleros, archivo y 


compras. IL Unidad Administrativa 
prepararA todos los Informes 
financieros trimestrales, se asegurara 
que todos los archivos (o sea, 


inventarlos, contabilidad, reportes de 

progreso, etc.) se mantengan 
actualizados y .:ontralar5 todos ]os 
desembolsos y liquidaciones de los 
fondos de respaldo operacional 
proporcionados a las intermediarias 


participantes. Finalmente, la Unidad 

Administrativa proporcionarb el 
asesoramiento legal requerido por el 

Fondo de Desarrollo Financiero que 

est6 relacionado con aspectos 

contractuales de reorganiizacibn 


administrativa, estabilizaci6n
 
financiera y/u operaciones crediticias
 
de las intermediarias.
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of the treatment -ackages, and provide
 
support to the intermediaries' 

throughout the institutional 
development process. Their 
backstoppfng function will emphasize 
aanalysis oi Lechncal problems, 

including policy design, selection and 
training of management personnel, 
orientation and pricing of services 
provided to members, and the 

,
enti.f -ti-rat o, n pr. curirienu of 
technical services, both within 
Honduras and overseas ;:o address 
problem areas. 

(3) Administrative Unit
 

The Administrative Unit of the 
Financial Development Fund will be 

composed of an Anministrative Chief,
 
secretarial staff, and the DIFOCOOP
 
Project Administrative Unit (PAU). 
This Office will be charged with all 
aspects of project administration,
 
including logistic support,
 

accounting, budget controls, financial
 
reporting, filing and procurement.
 

The Administrative Unit will prepare
 
all quarterly financial reports,
 
ensure that all files (i.e.,
 
inventories, accounting, progress
 

reports, etc.) are maintained on a
 
current status, and control all 
disbursement and liquidation of 
operational support ,orants provided to 
participating Intermediarie.'
 
Finally, the Administrative Unit will
 

procure as iieedcd any legal counsel
 
required by Financial Development Fund
 
on contractual matters related to
 
intermediary administrative
 
reorganization, financial
 
stabilization and/or credit operations.
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SECCION C.2. Plan de Ejecucin. 

Un Plan de Ejecucibn del Proyecto serh 

desarrollado por el personal t4cnico 

del FDF asistido por los t6cnicos del 

Proyecto de la A.I.D. y DIFOCOOP. 
Este plan serA revisado 


trimestralmente. El plan y sus 

revisiones subsiguientes estarhn 

sujetas a la aprobact6n de la Junta de 

Directores del FDF y la A.I.D. El 

plan inicial deberA contener los 

siguientes elementos a revisarse segu'n 
sea necesario en la planlficaci6n
 
subsiguiente:
 

a. Lin calendario de actividades 

del Proyecto; 


b. un plan de adquisiclones que 
identifique los articulos a adquirirse 
y las fechas de las actividades para 
la compra. Este plan debe estar de 
acuerdo con las regulaciones de la 
A.I.D.; 

c. un plan de asistencia t~cnica 
que identifique el tipo de asistencia 
t~cnica que dispondr el FDF para las 
cinco organizaciones intermediarias y 
las fechas en que dichos asesores 
estarAn trabajando con la unidad; 


d. una resoluci6n para el 

ordenamiento administrativo que 

asegure la preparacibn y presentaci6n 

oportuna de los informes del Proyecto; 


e. un plan financiero 

consistente en rubros presupuestarlos 

por componente en forma trimestra_ 

para el primer ailo calendario del 

Proyecto y por categoria 

presupuestaria para la vida restante 
del mismo; y,
 

f. un plan de capacitacibn para 

el primer aflo calendario y el rol de 

la asistencia t~cnica en este 
en trenamiento. 
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SECTION C.2. Implementation Plan. A 
Project Implementation Plan will be 
developed by the technical personnel 
of the FDF, assisted by A.I.D. Project 
technicians and DIFOCOOP. This plan 
is to be revised quarterly. The plan, 
and its subsequent revisions, will be
 
subject to approval by the FDF Board 
of Directors and A.I.D. The initial
 
plan should contain the following
 
elements to be rEvlsed as n~cassary lin 

i subsequent plans: 

a. a schedule of Project
 
activities;
 

b. a procurement plan which 
identifies items to be procured and 
dates of procurment activities. This 
plan should reflect compliance with 
A.I.D. regulations; 

c. a technical assistance plan
 
which identifies the types of
 
technical assistance to be made 
available to the FDF and the five 
intermediary organizations and the 
dates such advisors will be working
 
with the unit; 

d. a discussion of administrative
 
arrangements fo. ensuring the timely
 
preparation and submission of Project
 
reports;
 

e. a financial plan consisting of
 
a line item budget by component and
 
quarter for the first calendar year of
 
the Project and by budgetary category
 
for the remaining life of the Project; 
and
 

f. a training plan for the first
 
calendar y'ar and the role of
 
technical assistance in this training.
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SECCION C.3. Coordinaci6n del 
Proyecto. Para proporcionar una 
coordinaci6n adecuadn entrT la A.I.D., 

el Prestatario/Donatarlo y las otras 


entidades participantes con respecto 
al Proyecto, asl como asistir en PI 
cumplimiento de las regulaciones de ! 
A.I.D. y otras estipulaciones de ests 
Convenio, se contratarfn a un t~cnico 
contratista PASA y un asistente del 


gerente de Poryecto a tlempo 
completo. Ellos: (1) coordinarin la 
documentacibn oficial y correspondencia 
de la A.!.D.-DIFOOOP/FDF, 
(2) proporcionarin asistencia t~cnica 
a las unidades ejecutoras del Proyecto 
en todos los aspectos del mismo, 


(3)//verificarbn que los 
procedimientos apropiados sean 

seguidos para todas las compras, 


contratacibn y administracibn, y 
(4)/proporcionarin 1I documentaci6n 
interns de la A.I.D. (informes 

trimestrales, enmiendas, etc.) en 


borrador al gerente de proyecto > 1a 
A.I.D. Adems, un tercer tcnico de 

largo plazo serg contratado por el 

A.I.D. pira proporcionar respaldo a 

las cooperativas de servicios 

agropecuarios (UNIOCOOP) por un
 

periodo de nueve meses mientras los
 
t~cnicos del FDF son contratados y
 

reclutados.
 

SECCION C.4. Evaluacin del 
Proyecto. Durante la vida del 
Proyecto, se llevarfin a cabo 
evaluaciones conjuntas por DIFOOJOP y 

la A.I.D. para evaluar el progreso en 
el cianpllmiento de las metas. 


Informaclbn de linen base fidedigna 

sobre el estado social y econ6mico a 

nivel de la poblacibn meta serh 
necesaria para medir el impacto del 
Proyecto sobre los beneficiarios. 


Aunque cierta informacibn est& 
disponible para la Misibn y para el 

Prestatarlo/Donatario, deben tomarse 
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SECTION C.3. Project Coordination.
 

To provide adequate coo':dination
 
between A.I.D. and the 
Borrower/Grantee and the other 
particIptWlng entities with respect to 

the Project and to assist in
 
compliance with A.I.D. regulations and 

other provisions of this Agreement, a
 
full time PASA contractor and a full 
time assistant project manager will be 

hired. They will: (1) coordinate 
A.I.D.-DIFOCOOP/FDF official paperwork 
and communications, (2) provide 
technical assistance to the Project 
implementation units in all aspects of 
the Project, (3) verify that proper 
procedures are followed for all
 

procurement, contracting and 
management, and (4) provide essential
 
in-house A.I.D. documentation 
(quarterly reports, amerncments, etc.) 
inrdraft to the A.I.D. project 
manager. In addition, another long
 

term technician will be contracted by 
A.I.D. to provide support to the Union 
of Agricultural Service Cooperatives
 
(UNIOCOOP) for a 9-month period while
 

the FDF technicians are being
 
identified and contracted.
 

SECTION C.4. Project Evaluation.
 
During the life of the Projecc, 
evaluations will be carried out 
jointly by the FDF and A.I.D. to 
assess progress in meeting output
 
targets.
 

Accurate baseline data on the social 
and economic status of the target
 

population will be necessary to gauge 
the impact of the Project on the 

beneficiaries. Although some of this 
information is available to the 

Mission and the Botrower/Grantee, 
further steps must be taken, The Area 

/
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pasos adicionales. El mntodo de Marco 
Muestral por Area desarrollarb 
informaci6n adicional durante el curso 

de la ejecucibn. Se harsh disponibles 

fondos de donaci6n y de contraparte 
para este prop6sito.
 

La informacibn de llnea base sobre Ia 
organizaci6n y el estado financiero de 
las intermed.tarias participantes es 
neeesaria para determinar el impacto 

dcl Pruycto sobre estas entidades. 
Para las cinco organizaciones c6pula, 
esta informacibn (o sea, hojas de 
balance, patrones de personal, 

pollticas, objetivos) fu6 obtenida 
mientras se diseflaba el Proyecto. Se 
obtendrA informacibn similar de los 
afiliados como parte del proceso de 
formulacibn de los paquetes de 
tratamiento de reorganizaci6n. Esta 

informacibn serg desarrollada durante 

los puntos intermedios de ejecuci6n 

para determinar el grado hasta el cual 

los cambios institucionales estAn 

mejorando las operaciones de las 

intermediarias y hasta donde puedan
 
ser necesarias las modificaciones 
adicionales.
 

Despu~s del tercer ailo del Proyecto, 
una evaluaci6n en gran escala y una 
revisibn intensiva ser~n llevadas a 
cabo. El objetivo bAsico de esta 

evaluacibn serh examinar el progreso 

del Proyecto, si fuese necesario 

discutir posibles cambios para mejorar 
la eJecuci6n y determinar la 
viabilidad de la continuaci6n del 
Proyec to. 

La asistencia t4cnica a corto plazo 

serh contratada para trabajar en 
colaboracibn con el Oficial de 
Evaluaci6n de la A.I.D., el designado 
de DIFOCOOP y el FDF para completar 
las evaluaciones planificadas. 
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Sample Frame method will develop 
additional data during the course of 
implementation. Grant and counterpart 
funds will be made available for this
 
purpose.
 

Baseline data on the organization and 
financial status of the participating
 
intermediaries is necessary to 
determine the impact of the Project on
 
these entities. For the five umbrella
 
organizations, this information (e.g. 
balance sheets, staffing patterns, 
policies, objectives) was obtained 
while designing the Project. Similar 
information will be gathered on the 
affiliates as a part of the process of 
formulating the reorganization
 
treatment packages. This Information 
will be developed during intermediate
 
points of implementation to determine
 
the degree to which the institutional
 
changes are enhancing intermediary
 
operations and the extent o which
 
further modifications may be necessary.
 

After the third year of the Project, a 
large scale evaluation and intensive
 
review will occur. The basic 
objective of this evaluation will be
 
to examine the progress of the 
Project, discuss possible changes if
 
necessary to improve performance and 
determine the v:ability of continuing 
the Project. 

Short-term technical assistance will
 
be contracted to work in collaboration 
with the A.I.D. Evaluation Officer and 
the designate of DIFOWOOP and the FDF 
to complete the planned evaluations. 
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SECCION C.5. Adquisiciones del 
Proyecto. Los fondos de Donacibn del 
Proyecto ser~n utilizados para 
adquirir los serviclos y bienes 


requeridos parn eJecutar esta 

iniciativa. El Proyecto financiarb la 
adquisicibn de asistencia t,cnica, 
equipo y materiales y la capacitacibn 
en el extranjero y el pals en 
proporcibn limitada. Toda in 
aslstencia t6cnica err contratada 
directamcntc por 1, A. I.D. util ztndo 
vias Institucionales, PSC, PASA y 
normas de contratacibn del pals 
anfitribn. Un contrato Institucional 
serh otorgado al postor mfs 
respondiente y calificado a un RFTP 

emitido por la Misibn. Se formarf un 
comit4 conjunto de la USAID/Honduras y 
del Pals Anfitri6n para revisar y 
clasificar las propuestas y 
seleccionar al contratista. El 
Contrato de Serviclos Personales (PSC) 
serg otorgado a un individuo 

calificado para que sirva como 
asistente al Administrador del 
Proyecto de la USAID/Honduras en la 
ejecucibn de este esfuerzo. El 
reclutamiento y seleccidn del 
individuo serh hecho de acuerdo con 
los procedimientos de adquisici6n 
competitiva de la A.I.D. Una 
negociaci6n PASA con la USDA ser& 
utilizada para asegurar los servicios 
de un especialista en Anblisis 
FPianciero que tambi~n asista al 

Administrador del Proyecto de la 
USAID/Honduras en efectuar la 
ejecuci6n. 

SECTION C.5. Project Procurement. 
Project Grant funds will be used to 
procure the services and goods 
required to implement this 
initiative. The Project will finance
 
the procurement of technical 
assistance, commodities and a moderate
 
amount of off-shore and in-country 
training. All technica' assistance 
will be contracted directly by A.I.D. 
using Institutional, PSC, PASA and 
host country contracting modes. An 
Institutional contract will be let to
 
the most responsive, qualified bidder 
to an RFTP issued by the Mission. A 
joint USAID/Honduras - Host Country 
committee will be formed to review and
 
rank the proposals and select the 
contractor. The PSC will be awarded 
to a qualified individual to serve as 
an assistant to the USAID/Honduras 
project manager in implementing this 
effort. Recruitment and selection of 
the individual will be made in 

accordance with A.I.D. competitive 
procuremet procedures. A PASA 
arrangement with USDA will be used to 
secure the services of a specialist in 
Financial Analysis who also assist the 
USAID/Honduras project manager in 
effecting implementation. 
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Los bienes comprados bajo el Proyecto 
involucrar~n compras locales e 

internacionales. Las compras 

internacionales tambi6n serfn 

llevadas a cabo ya sea por la A.I.D. 

en colaboracibn con el pals anfitribn 

a trav~s del proceso formal IFB o el 
contratista seleccionado comprarA los 

art~culos para las instituciones que 

ser~n asistidas por el Proyecto. Un 

comit6 del Proyecto dp la 
USAID/,Honduras prepararA las 
especificaciones t6cnicas, preparA y 

emitirb la documentacibn, revisarh las 
respuestas y seleccionarA la firma mAs 
respondiente. Las compras locales 
ser~n efectuadas por la agencia de 
contraparte de acuerdo con los 
procedimientos de la A.I.D. en lo que 
respecta a publicacibn y competicibn. 

El elemento de capacitacibn del 
Proyecto consistirg en cursos cortos, 

de no m~s de tres meses de duracibn, 
para aproximadamente 30 oficiales de 
las organizaciones intermediarias 
participantes en anglisis financiero y 
desarrollo institucional. Estos 

individuos serin nominados por las 

instituciones para las cuales ellos 

trabajan y su selecci6n estarA suJeta 
a la aprobacibn de la A.I.D. Ellos 
serfn tramitados a travs de los 
procedimientos normales de los PIO/P. 

SECCION C.6. Plan Financiero. El 
costc, total estimado de actividades a 
ser financiadas bajo este Proyecto es 
de 335,804,000. De esta cantidad, la 

A.I.D. proporcionarh 47,500,000 en 

fondos de donacibn y 38,500,000 en 

fondos de prostamo. Los recursos de 

la A.I.D. serfn complementados por una 

contribucibn de $19,804,000 del 

Prestatario/Donatario. La 

contribucibn de la A.I.D. para el 
Proyecto es del 45 por ciento de los 
costos totales, mientras que el 
Prestatario/Donatario apoyarh un 55 
por ciento. 
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Commodities purchased under the 
Project will involve both
 
international and local procurements.
 
The International procurements either
 
will be carried out by A.I.D. In
 
collaboration with the host country 
through the formal IFB process or the 
contractor selected will purchase the
 
commodities for the institutions to be
 
assisted. A LSAID/Honduras project
 
committee will prepare the technical
 
specifications, prepare and issue the 
documentation, review the responses
 
and select the most responsive firm. 
Local purchase will be effected by the 
counterpart agency in accordance with 
A.I.D. procedureu concerning 
advertising and competition. 

The training element of the Project,
 
will consist of short courses, not
 
more than three months duration, for 
approximately 30 officials of the 
participating intermediary 
organizations in financial analysis 
and institutional development. These
 
individuals will be nominated by the
 
institutions for whom they work and 
selected subject to USAID approval.
 
They will be processed through normal 
PIO/P procedures.
 

SECTION C.6. Financial Plan. The 
total estimated cost of activities to
 
be financed under the Project is
 
835,804,000. Of this amount, A.I.D.
 
will provide $7,500,000 in grant funds
 
and 48,500,000 in loan funds. The
 
A.I.D. resources will be complemented
 
by a 419,804,000 Borrower/Grantee
 
contribution. The A.I.D. contribution
 
for the Project is 45 percent of total
 
costs while the Borrower/Grantee will 
support 55 percent.
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El dinero de In donaci6n serA 

utilizado para financiar los costos de 

asistencia t6cnica (largo-plazo y 

corto plazo), capacltacItn, 


evaluaciones de proyecto y auditorla. 
Los recursos del pr~stamo ser~n 
utilizados para establecer las cuentas 
de fideicomiso para pr~stamos de 
produccibn a corto plazo y cr6dito de 
inversibn a mediano plazo para las 
organizaci6ncs l:tcncdiarU 
calificadah. Los fondos de la 

contraparte financiarln apoyo 
institucional y la cuenta de
 
es tabilizacibn financiera. 
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The grant monies will be used to
 
finance the costs of technical 
assistance (long-term and short-term), 
training, and project evaluations and
 
audits. The loan resources will be 
used to establish the trust accounts 
for onlending of short-term production 
and medJum-term investment credit to 
qualifying Intermediary 
organizations. The counterpart funds 
will finance institutional support and 
the financial stabilization account.
 

1l
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FIGURA 1 FIGURE 1 

Distribucibn Ilustrativa de Illustrative Interest Rate 

las Tasas de Interns Distribution 

A. I.D. A.I.D. 

2.0% a 3.U% 2.0% to 3.0% 

B9NCO CENTRAL CENTRAL BANK 

.5% .5% 

FIDEICOMISO PARA CAPITALIZACION TRUST FUND CAPITALIZATION 

2.0% a 3.5% 2.0% to 3.5% 

ADMINISTRACION DEL FDF Y LA FDF AND PRIVATE BANK ADMINISTRATION 
BANCA PRIVADA 

2.0% a 4.0% 2.0% to 4.0% 

MARGEN ORGANIZACIONES INTERMEDIARIAS INTERMEDIARY ORGANIZATION MARGIN 

6.0% a 7.5% 6.0% to 7.5% 

MIEMBROS MEMBERS 

15.5% a 17.0% 15.5% to 17% 



No. SOURCE 


I. ORGANIZATIONAL DEVELOPMENT 
A. Technical Ashistance 

1. Long Term Projet Management 


2. tong Term FDF 
1. Short Terne5 - ConsultantsB. C0*AoJ i"".: 

I. Microcomputers 

2. Vehicle@ 

3. Office Equipment 

4. Mincellaneoue Supplies 


C. Training 

D. Evaluation and Studies
 

1. Studies (Baseline & Feasibility) 


2. Evaluations 

E. Personnel
 

1. FDF - Staff 

a) Financial Services Office
 
b) Technical Services Office
 

c) Administ:-ative Office 
2. DIFOCOOP - Staff 


3. Institutional Support Staffs 

a) FACACH
 
b) FECORAH 
c) !JNIOCOOP 
d) FECOKAM
 
e) ANACH 

1. Adainlstration & Operation Costs 
G. Office Equipment & Furniture 


II. FINANCIAL STABILIZATION 

IIl. CREDIT FUNDS 

IV. CONTINGENCY & INFLATION 

Sub-Totals 
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FIGURE 12 
COST ESTIMATE AND FINANCIAL PLAN
 

us S (000)
 

A I D
 
LOAN TOTAL 
 TOTAL GRAKD

GRANT 


AID GOH TOTAL
FX LC FX LC 

900
900
900 

3,000 3,0003,000 

550
550
550 


210
210 

250
 

210 

250
250 


350
350 

50
 

350 

50
50 


450
450
350 100 


750
750 

100 


600 150 

100
100 


2,000 2,000
 

400 400
 

4,000 4,000
 

677 677 
90 90
 

12,637 12.637
 

8,000 8,000 8,000
 

86 500 1.390 1,390
804 


6,764 736 8.500 16.000 19,804 35.804
 

7,500 815C 6,O 1G6. 35,804
 



No. SOURCE 
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A. Technical Assistance
 

1. Long Term Project Management 
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3. Short Term - Consultant@ 


B. Comodities 
I. Microcomputers 
2. Vehicles 

3. Office Equipment 

4. Miscellaneous Supplies 


C. Training 

D. Evaluation and Studies
 

1. Studies (Baseline & feasibility) 


2. Evaluations 

E. Personnel
 

1. FDF - Staff 

a) Financial Services Office
 
b) Technical Services Office
 

c) Administrative Office
 

2. DIFOCOOP - Staff 

3. Inatitutional Support Staffs 

a) FACACH 

b) FECORAH 
c) UNIOCOOP 
d) FECORAH 
e) ANACH
 

F. Administration & Operation Costs 
G. Office Eulipment & Furniture 

II. FINANCIAL STADILIZATION 
III. CREDIT FUNDS 
IV. CONTINGENCY & INFATION 

Sub-Totals 
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I 10 

55 
IS26 

55 
16777 

55 
16848 

- 5 
203U8 

55 
22 93 

55 
2t1

4 
55 

Z7073 

Net Incresental Income Ooerail 

lnternal Rate of Return il-

YearI 

-7434 

Veir 

-6-,c 

YTear3 

-507 

fear4 

-235, 

tear 5 Yev 6 

3467 4604 

-71.43' -'. 

%ear 7 

U7. 

-

are 

73!1 

c.t 

Year 9 

9012 

7.05', 

Year 10 

I006 

1I.q 

Year 11 Year 12 

13C68 15407 

15.60 I8.32 

Yew 13 Year 14 Year t5 

17376 M77 216. 

2.34: 21.80: 23.071 

ket increaenta! lncosei ;arm Onits 
get lcremeetal Income: Ecooeratives 
Net [ncresental Income: Intermediaries 
O;erall Oirect Fro)ect Costs Attributed 

to All5 Intermediaries *,2 

0 
-127 
-327 

-3429 

2307 
-1095 
-45o 

-25 

I81? 
-217 
-4b97 

-203 

6012 
-362 
-23?0 

-210h 

9442 
-5973 

0 
0 

10i1; 
-5;73 

0 
0 

1196* 
-3;,3 

0 

0 

I,;4 
-5;-3 

0 

0 

14995 
-5;73 

0 

0 

10679 
-573 

0 

0 

19041 
-5913 

0 

0 

212-1 
-3973 

0 

0 

23349 
-5973 

0 

0 

25!5 
-5973 

0 
0 

21921 
-5q73 

4 
0 

O1ES: 1. Fortheoevioi fromthefirst Year of theorotect to the wear lnoicate". 
2. Those direct pro~ect funded neoenses enih were deionared for real Goods ard ierlices iorsecific faurer interaediaries are
 

IncIld undnr Iket Incresental Incoe: Intersedifates." heosedirect ort'ct funde, ewoensan for o.eral[Iro ect !eel activi tes .
 e.g. the P!U an* the PFO. were allocated aveo te
 
4ie vartiioatuno farfier
inta'memaries Dartoass.oasp on thejercentaur of the o-eraIItotalnuLer cioartictuatlna iarm units accounted
 
fcrby each intersena'r.
 

EEIN:91,E4144,.1515: FAFMER F~JEET0 .A T!YIM PRO;7A 
UlSAcEmnmuas. rOaEFA 2 
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TABLE 2: KEYA5S54aPTIONS IN. THE,.. , 4,t ZENARIOEMPLOYED Eh, AOI 6 * 

Page 4'of 36
 

FARM UIIT PFnTGTYPE USED IN ANALYSI5 NUMBER oF
 
T
ACCORDINGTO FA;MER INE;-EDIARY ORGANIZATION PARTICIFPCIM6 AVERA6E
 

........................................... 
 AFFILIA0TES INITIAL SIZE 
BY THE EKD OF OFAFFILIATE ANNUAL 

PARTICLPATING F 4 UNIT PROJECTYEAR COOTERATIVAS mORTH 
INTERMEOIART PFOTJTtPE *,I FOUR (IN FARM LIRITSI V'2 RATE 

LLNIOCOTtMODELS) 
20 de Rarzo Prototvoes A 3 so 101 
Maya Occideital Prototyes 4 54) 101 
C"UL Prototvpts C I 50 101 
FrutadeI Sol Prototcei 0 7 50 20Z 

ANACH A 9 200 10 
F (ACH A 70 450 101 
F:RUM A 2.3 101 
FEriCDCA E 13 50 101 

IK7-6: 1. ThE characteristics o4 each ;ar uanitprototvye are su*4artzedin Table 7 a' are presfnt@4 rith substartial detail :m Table 6.a. throunk b.o. 
2. Thisrecresents the estisaled numberof fare units ter affiliated coo zch will realize the "N.th !rotect, scenario Yield increases.
 

TATLE3: SuRKARIOF FWM UNJITPROTOTYYPCWRACTEISTICS
 

Frotot,ce A 120de Marz3. 
 F40 Ai' S;'E ANv to;C:w PATTEIRS
 
AWNC0.FACACH. FEC09AH) 


CRP IfELDS
 

PER MNZANM 
WITHOUTPOOJECT vITH PROJE:T ......... 

Ahttdl ldobe, 04 Total Actual butter oi Total VITHOUT WITH 
man.aras Croc C.C;es Mamas RMazin&% [roe .,cies Ra..z-a'S
 

crags Cultinated terfear Elltivated 
 Cultivated Per Yea, Cult[-.ated PROJECT PROJECT 

Corm 3.25 2 4.0 3.00 2 &.. 40 5q c co 
Beans 0.25 0.50 0.25 2 0.5.) 10 to 15 cc 
Rice 0.5.) 1 0.50 0.50 1 .50 60 go 70 to 
Green pece's .. ,) 1 0.00 0.25 1 j.j5 n.a. 20W)G 

Total 4.0 
 7.50 4.-0 -..5
 

EC'ONO.IC, -Y '.. AnE OFSE-1465 A ,41ZATION 5T-ENGTIEN16 .*Sv PPDJECT 
4

USAiT,induras. GiEA 1 -Jul-i5 
IMiFATTERh5 

http:EC'ONO.IC


TABLE 3: SUJ1ARI OFFARM:ITI PROTOTYPErHRACTERISTICS IConti lud MAEI 
Page 5 of 36
 

Prototype I IKva cridetall FM LNITSIZE MD MOPINS PATTERNS 

PEI ANMLANA 
VIfJI T PROJECT VITHFRJE7T . . . . . . -

Crops 

Actoal 
Ranzaal 

Cultivated 

oamero; 
Crq Cycles 
Peryear 

Total 
Malzana$ 
Cmltivated 

Actual 
panza"As 
Cu .ivated 

koet of 
Crop CvcIrS 
Peryea, 

Total 
farazinas 
Cultivated 

I[THOUT 

PPOECT 

VITH 

P09ECT 

Corn 
beat 
Cof te 
6r"n Pejrsi 
Onem s 

2.50 
I..; 
!.00 
0.00 
0.00 

2 
1 
1 
I 
2 

5.00 
1.50 
1.00 
0.00 
0.00 

1.75 
1.50 
1.00 
0.23 
0.50 

2 
1 
I 
I 
2 

2.50 

1.50 
1.00 
0.2' 
t.00 

3o Q 
1 
10I1 
%.0. 
n.1. 

42t 

to18 q 
14I4 

30 qq 
" cc 

0.bbage0.00 1 0.00 0.50 1 0.50 i.. 400 to 

5otal.00 7.50 5.004 73 

Proatotye C ICREWSIL) FZR UNIT SIZE MD CWPFG FATTENS 

WIThOUTPRJECT WITHPROJECT 
PER RMZAXA 

. . . . . . . . . 

Actual Numer o4 total Actual Nu.er of Tota] 1I[THOUT IITM 

Crams 
IMjrzanas

Cult:yated 
Cram Cyclei 
PerYear 

IMarzan~as 
Coltivated 

Mannanas 
Cultivito 

Crop Cycles
Per lear 

Ilanzajnal
P Caltitated PROJECT PROJECT 

Cantelooe 
SceenPeopers 

8.00 oil 
2.00 

1 
1 

8.00 
2.00 

6.00fit 
2.00 

I 
1 

8.00 
2.00 

.a.160 
.A. 

boeos 
70 o 

*12 

Total 10.00 10.00 10.00 10.00 

NOTES:1. Equivalent to5.Ahectares. 
2. Excort AI,. 

EC"t. ICA ALf.!S OF TA FAR.nR 0DRANliATION STRETHENIN IFOS) FROJECT 
- Os. EA -.ul­l 



CHARACTERISTICSTABLE3s SIMWIARYOF FARMLMITPROTOTYPE IConcluded) AIE 6 
.. ... ...........
. ...... .. 
 Page 6 of 36
 

Prototvpe 0 IFrut,dolSol 


Croos 


Corn 

Cucumer 

Tomato 

Watermelon 
Geen Peepers 

Onioms 

Total 


Prototrot E IFEHCOCAL) 


Croo$ 


Corn 

cotiee 


Total 


1. Ecuivalent to5.6 hectares.
 

SIZE MD CROPPINGFARMlNIT PATTERNS 

UITKOT PROJECT 11IlNPROJE-T1 

Actual kabe- o4 Total Actual luoer of Total 
MXazanas Crop Cycles IRanamau Manzaa CrooCycles Manoanas 
Cultivated Per ,ear Cultivated Cultivated PerTear Cultivated 

3.50 2 7.00 0.00 2 0.00 
0.00 1 0.00 2.50" 2.50 
1.00 1 1.00 1.00 1 1.00 
0.50 2 1.00 0.50 2 1.00 
0.00 2 0.00 0.0 2 1.00 
0.00 2 0.00 0.50 2 1.00 

5.00 1.% 3.00 6.5 

FARMUNIT SIZE AM CROFPINPATTERNS 

WITH UT FRO J E CT WI T H P R OJ ECT 

Actual Iluober Total Actual Numbr C4 TotaloO 

.ianzanas CrooC.cle$ Manzanan MIqazana CrooCycles MlAzan,
 

Cultivated Per lear Caltivated Caltlivated For tear Caltivate4 


1.00 2 2.00 1.00 
 I 1.00 

10.00 1 10.00 10.00 I 10.0 

11.00 12.00 11.00 11.00 

......... 

WITIHOUT WITH 

PROJECT PROJECT 

30 In ..a. 
I... 1300boxe 913 
12tm a 25 toes 

1500@a 2000 Ed 
R.I. 300q 
m.a. TO q 

PER MARAZA
 
. . . . . . . . .
 

IITw WITH 

PROJECT PROJEU,
 

33q . 42 to 
1004 14 04 

ECODMIC ANALYSISO F ThEF.4;,ER OR&;41ZTiON 5T;EN6THEIN6 ;F6S) FROJECT 
U-AIDuonduras. OEPA 24-Jul-S 
IBA:PAITERNS 
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TABLE5: ECONOMICRESOURCEFLOWSBYFARMERINTERMDIARY IPARENT)(RSAIZATICN (Continued) 
ANMEa 
Page 3 of h 

5.i. FEICOCAL fear I Year2 Year3 Year4 Year5 Year6 YearI Year8 Year9 Year 10 Year11 Year12 Year 13 Year 14 Year15 

Affilisted Cooperatives Participilatin 
Fire Units Participating a 

0 
0 

4 
200 

3 
420 

13 
712 

13 
783 

13 
162 

13 
948 

13 
V342 

13 
1141 

13 
1261 

13 
1387• 

13 
1524 

13 
1679 

13 
1647 

Note: Projected qroethin farmenit partICIpatirniwa s m aSed on the'ollinq:
Each orilinal andadditional coop brai. itsfirst vearof participation with in avIraqe o 30 yrits and eoands by 10.01pery@ar. 

ECOINMICRESOuRCEFLOWS 

lThmounas o4 1185 Lemeiras) 
7OTALECNNOMICR SUCE FLOWSSFECO.CAL Year I Year2 Year3 Year4 Year5 Tear6 Year 7 -ear8 Tear9 Year 10 Year I Tear12 Year 13 Year14 Year15 

WithoutProiect 
Sross Revenues 
os Cots 

0 
0 

0 
0 

2153 
1522 

4520 7663 
31196 41 

1430 
5960 

923 
6556 

INO 
7211 

1124% 
7933 

12342 
6726 

13576 
591 

14934 16427 
3055 " 114 

1900 
:,76 

"'a77 
34 

Net Incoe 0 0 &31 1324 2245 2470 2717 261 3287 36 3977 4375 4613 52Q 573 

WithProject
Stoss teryoes 
Gross Costs 

0 
70 

0 
.00! 

3004 
3250 

6309 
510 

106;6 
7725 

11765 
0368 

12942 
074 

14.36 15660 
9852 10707 

17225 
16498 

1B948 
12683 

20D43 
13821 

22927 
15073 

2523 
16450 

77742 
1795 

Net lacome -700 -1005 -245 1130 2971 39 3867 43S4 4Q52 5578 6266 7022 7854 810 9777 

IncretentalFIom 
IncreecotalAenenaes 
IncrementalCosts 

0 
700 

0 
1005 

652 
1728 

1789 
1984 

3032 
2307 

3336 
2408 

3669 
2519 

40.. 
2640 

4444) 
2774 

4984 
2922 

5372 
30 

5909 
3262 

6500 
3459 

7150 
36,5 

7Wo 
3912 

letIncrementalIncome -700 -3005 -876 -195 7i5 978 1151 1336 1665 3962 2288 2647 3042 3,
7
0 3953 

ECONOMIC LYSIS: FARMER O0fkil/TlOi ST ETHNeG PROJECT 
uZ 1iHc0nras. OiEFA 24-lu1-85 
l6N:FEK.3A1 



RESOIRCE IT F RNER INTERMEDIARY IPW4%T)TABLE5: ECONOMIC FLOWS D46AIIZATION ICotsnued) WI 6 
.... . ..... ...... " " .... Page 9 of 36 

5.a. FEHCOCALlCoclodedl 
E'00VIC RESOUCE FLORS 

(Thoumagd o4 1"95 Lomiras) 

Economic Resource Floss at Fare Uit Level Year1 Year 2 Year 3 Year 4 Year5 Year 4 Year7 Itara Year9 liar 10 YearII YearI? Yea,13 Year14 Year 15 

ithout Project 
GrossRevenues 0 0 2153 4520 7663 8430 9273 10MA 1220 12342 13576 14934 1427 18070 10177
 
Gross Costs 1 0 1522 3194 5a31 5960 655 7211 7933 6726 9591 105N 11614 12776 Le105
 

kt loco" 0 0 441 1324 2245 2470.. 2717 2Mfi 3,"7 3416 317 4375 44.3 5294 5
 

lith Project 
GrossRevenues 0 0 3004 6309 1066 11765 12942 1&:2 15660 17225 19q 2O043 22927 2M,20 2742 
Goss Costs 0 0 IE05 3.90 &4:5 7068 774 85! 9407 103-48 113. 12521 13773 15k50 16"3 

ket Incoue 0 0 1200 219 4.71 469C 5167 W4 615i 6876 756 1Q422 915.4 10070 11077 

]ncrewtal Floes
 
Incremental 0 852 17fi0 3032 3336 36; 401b 4440 484 5372 5 0500 7150 7T4
Revenues 0 
[ncruental Costs 0 0 203 54 1007 110" 12l 1340 1474 1&22 1784 3M2 2151 275 2612 

ket Incremental locose of All Fare Units 1 . 0 569 1155 il25 222 2451 2ib 29 3262 3580 347, 4342 4176 12 

EconomicResource Floss atCoocerative Le-eI 

jncremental Ievanues 0 0 0 V 0 0 0 0 0 0 0 0. 0 0 1 
lcresental Costs 1 0 400 BOO 30 3300 1300 13rwj 1300 1300 1300 1300 1300 1300 1:-W0 

MetIncremental Income of All Coos ' 0 -400 -40) -1300 -1300 -1300 -130N -1300 -1300 -1300 -1300 -1700 -330C -t0 

Ecoo ic Resource Flows at lateriediarv Level 
- 2.f.. ................ . ... =...
 

lncrmental Revenues 0 0 0 0 a 0 0 0 0 0 0 0 0 0 0 
Incremental 700 1005 1045 550 0 0 0 0 0 0 0 0 0 0Costs 


kt Incremental Income of Interediary -700 -1005 -1043 -590 0 0 a 0 0 0 0 0 0 1 8 

HOWIJMIC ANALYSIS: OR6ANIZATION STFEkSTh146 PROJ3ECT
FARMIER 


IUSAlOIonduras. OIEFA 24-Jul-95
 

[-ie:FEIHCSCAL
 



TABLE5: ECONOMIC FLOWSRESOURCE fyFAMIR INTERMEDIARY ORGANIZATIONIPARENT) (COstinuedl 
Ati 
Page TO of 36 

5.11..iACH Year I Year 2 Year 3 Year 4 Vear 5 Year 6 Year 7 iear a Year 9 Year 10 Year It Year 12 Year 13 Year 14 Yar 15 

Affiliated Cooderatives Participatinq 0 0 0 5 9 9 9 9 99 9 $ q
Fars Units Prticipatilo 0 0 0 1000 1200 2090 22;-, 2529 2782 3060 3316 3703 4073 4480 4V9 

Ncts,Projected groeth in Oare mit. participation Masbased on thefollowinqi
Each oriqinal and additional coop be ins its first yearof participation with .i a'erage of 200 units and eupamds by 10.01per year. 

ECI3OIC RESLRCE FLOV 

(Thomsds 94 1795Lesairas)
 
lOYALECONOMIC RESOURCE 8ACH
FLOWSi YearI Year2 Year3 Ys.r 4 Year5 Yar 6 Year7 year YearI Year 10 Year 11 Year12 Year 13 Year 14 Year 13 

Without Proect
 
6ross Revenues 

BrossCosts 

0 0 0 4013 7o!4 V86 q225 1014; 111. 12278 13506 H342
14857 17976 14774
0 0 0 2491 4712 5205 6.96
5726 6928 
 7621 3 - Ml .1144 1151 12274 
NetIn:o, 
 0 349 3f4 4,34 4.57 5121 5 .- 6819 


0 1 1522 -892 Jill 5. 61" 75
 
withProject 

1
Gross Reveoems 0 0 0 929 11165 12391 1360 143 ross Costs 16.43 16142 1995 21952 24147 26o1 221l
478 ?57 9m5 4552 8526 92M 10142 11074 12050 13225 
 14465 15M 17329 1879 2074
 
patlE0oe 
 -478 -?57 -95 1377 
 2739 306 3480 3i.0 
 4314 4917 6123
541 681A 7583 1424 

lrcremental
Flows
Increental lvvenue 
 0 0 0 1916 SOA 4005 4405 4Ae l331 5864 
 6450 7095 7805 6585
Increea-tai Costs 9443
478 57 9m5 2062 3794 4090 4416 47, 5 270 5604 4m62 6607 7185 712,1 1321
 
NetIncres, talIncoae 
 -478 -q57 -995 -145 -'53 -65 -11 
 71 161 260 368 481 619 764 923 

ECORO4IC ANALnSIS: FOPER O0;6ANIZAYION PROJECT
STEWIN6I 

L-i;[Who
nduras. OIEPA 
 24-Jul-.5
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TAKE 5: ECWOIC RESOURCEFLOWSIV FAPKERINTERMEDIARY .,T ORAWI :Ok C11. I. ­(pAI 
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5.b. AMN (Concluded) 
ECOrIMIC SiL-:[.EFLOWS 

(Thoutandi *- 1;5 Lewirs) 

Econoetc Resource Flos 

Nithout Froject 

Gros Pevi m 
Sross Costs 

at Far UWit Level Year I 

0 

Yp.r 2 

0 
0 

Year3 

0 
0 

Year 4 

4013 
241 

yr.-- Year6 

7a:A 8I56 
V32 5205 

Yev 7 

5726 

Year 9 

t,14' 
6.;e 

Y 9 Yeea 

!1162 12278 
6921 721 

T1er& II 

-" 

1350 
1M 

Yar 12 fear 13 1ebr 1' Yer 15 

14857 16342 1797i 19774 
121 10144 11158 12274 

met laeom a 0 1 1522 a; ]liII 349q 384; 4234 457 31L23 ­ it"l • U1-.d9 no.8 

Iht Project 
tross evt"u 
Gross Cost% 

0 
0 

0 
0 

0 
0 

!r9 
4051 

IU75 
il-

1239i 
9467 

J30 
9314 

14;5., 
102

4 
s 

164ql 
11;70 

ta142 
12397 

115 
13737 

21952 24147 
1"01 16501 

2e6e 
11151 

25210 
1"66 

metInccoe 0 0 4 t71 3,o7 3r2 431& 4ie 52 5745 1Y V951 7444 $411 TM 

lIcrew =talFlows 
lptreetal Revenues 
lncreental Costs 

0 
0 0 

0 0 
0 

1916 
1561 

3.41 
2C6 

4005 
262 

44D5 
3388 

4.40 
3q7 

5331 
4342 

5864 
4776 5254 

705 
5T71 

7M05 
4357 

95 
99; 

1443 
7692 

Not Incro,etal Income of All Farm Omits a 0 1 3 615 743 617 8oq V! lOe! 1194 l3t - 1447 1592 1751 

Economic Reiswrce Flows at Cocoeritie 
....... ....= .....e n......ss = .. .. :s.. 

Lmel 

lscripN tal le'e"ues 

locrrom~tal Cost% 0 
0 

C. 
0 

0 
1 

460 
0 

B.2s 
0 

129 
0 

829 
0 

i44 
0 

97 

0 

231 
0 

121 
1 

VI 
0 

an 
0 

820 
0 

121 

Net Increestal Ircome of All Camns 0 0 a -460 -K-6 -028 -8621 0 -128 -9218 -E26 -M2 -821 -879 -86 

Econoic Resource Flows at Interemeiarv Level 

IncrventA1 Revenues 
leermental Costs 

0 
478 

0 
93 

0 
995 

0 
41 

0 
0 

0 
0 

0 
0 

0 
0 

0 
8 -a 

0 0 
0 

0 
8 

0 
0 

0 
0 

8 
0 

letIncremetal lncce of Intermediarv -471 -9!7 -995 "41 0 0 0 0 0 0 a I 0 0 0 

[CONOMIC OF6444IZAT1h STFEh&THIN6AMIIYLSlS: FARMER PROJECT 
USAlCiHonouras. OIE.. 24-Jul-IS 
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TABLE5: ECONOMICRESOURCEFLOWS BY FARRERINTEFMEDIARY 4PARENT) -. ,4 ntnue4) AN:.: 

Page 12 of 36 

!.c. FECnYAH Year I Year 2 Year 3 fear 4 Year 5 Year 6 Year 7 year 8 Year 9 Year 10 Year 11 Tpar 12 YTer 13 Year 14 Yea, 15 

O4 
'iliated Cooeratves Participatinq 

Frs LSMts Particigatinq 
0 
0 

0 
0 

0 1 
450 

3 
1395 

3 
1535 

3 
1689 

3 
1857 

3 
2042 

3 
2247 

3 
2471 

3 
2711 

3 
290 

3 
399 

3 
3416 

note: Projected qrovth 
Eacfhoalqinl 

in fars enit participation was based a the fol110.n!: 
and adjitional coog begins its first wear o4 partlCzpatao with an aneraqe of 450 units and espands by 10.01 per year. 

ECONOMIClESORE FLOWS 

(Thooajnd c' 1985 Lesetras) 
TOTaLECONOMICRESOURCEFLOWS:FECON4 Year I Tear 2 year 3 Year 4 Year 5 Year & Year 7 Yea' 8 fear I Year 10 Year I1 Year 12 Vea 13 lear !4 Tear 15 

sr:,s leavmue 

,ross Costs 0 
0 

0 
0 
C 

ISCY 

1111 
5!9 

3474 

6157' 

3822 
6773 

4204 
74!0 

464 

2295 

5087 
9025 

5515 

916 

6155 
10901 
6770 

2199 
7447 

13199 

8192 
14511 

9011 

Wt Ifcm 0 0 0 a15 2125 2335 2569 2926 3101 3429 3761 4137 .352 50 547 

NitsPro ject
Gr:5s lave'uei 

irn Costs 
0 

700 

0 
IO05 

0 

1045 

o68 

25;" 

971 

6204 

g091 

6769 

10007 
7391 

110i 

0'4 

12109 

8027 
2320 

9654 
1465 

10564 

16!17 

1156. 

17"/I 

12"; 
29502 

13478 

72452 

1521 

lit Incove -700 -1005 -1045 71 2067 2125 2617 2q34 328 3666 &ON 4532 62 56n 641 

!n-ctsetal Flown 
Irt'e*eotaiRevenues 
I-: eMtal Costs 

0 

700 

0 

205 
0 

1045 

862 

1476 

2673 

2729 
2940 

2947 

325 

3167 
3550 

34 0 

3714 

3740 

4305 

405q 

4736 

440q 

5209 

475 

5 

521 

6303 

56 
6 34 

1200 

lncresental Incose -700 -1005 -lOa5 -b24 -51 -7 48 2n9 174 246 326 414 511 617 734 

ANA.rOM'"
SIS: FAlER O SAX[ZATI[N ST;ENOla4IT FROJECT 
-SA2.4,n:-as.0,EPA 24-Jul-OS
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I TA-E 5t ECOPIC RESOURCE 'TE1. R;',':': latleinY (9IPARIT', )OGNIZATION (otimbed) 
.T... ................ Page 13 of 36 

S.c. FECOPOIIIConc]-lm) 
hm.z .. sh. s.... ECOIHC N S URCErLOM 

(Thous ds o IM Ltniras) 

Economic Resource Floes at Fire Unit Level Year I Year 2 Year3 Year 4 Year 5 Year k Vi 7 Year i ,ear9 Year 10 Year II Year 12 Yewr 13 Year 14 Year 15 

Vithout Prolect 
Gross Revenues 

Gross Costs 

0 

0 
1 

0 

0 

0 

1806 

1121 

53;7 

3,;4 
1157 

U22 

6773 

42U1 

71., 

av11 

e1 "15 

555587 
9916 
615 

10"41 
6770 

1149 
7447 

1319 
1192 

14311 

n!!I 

Net Intm~ 0 0 0 685 21;3 2S35 12509 28e 310C 3419 37*61 41S7 4351 5006 50 

Mal Project 
,r"ssReveques 

;'ossCosts 

fel Inco.e 

0 

0 

0 

0 

0 

0 

0 

0 

0 

2668 

1823 

645 

1271 

56,2 

2619 

908 

j;17 

2881 

10-)07 1Ill." 

6639 '5:; 

t165 349h 

12109 

8275 

334 

13320 

9102 

4218 

L46572 

10012 

464 

117 

11014 

3104 

IT ' 
L2115 

5114 

192 
13326 

1.5 

71452 

144n. 

L-11 

lncr.w la Flows 
In resental Rev-eues 
Ir'-eertai Costs 

0 
0 

0 
0 

0 
0 

862 

702 

2673 

217 
2940 

2395 

3235 

265 

3!52 

1;E 

3914 

316 
4305 

57 

4736 
3857 

520 
4243 

5730 
4667 

M83 
5134 

6434 

564 

let Incresental Income of All Fare imits 0 0 0 140 494 545 400 "0 726 792 371 94 10.3 169 126 

Econotic Resource Flows at Coe-atire Level 

lncrewetal Revenues 

Increetal Costs 

Net Incremental Incove o 
4 

Al1 CEs 

0 

0 

0 

0 

0 

V 

0 

0 

0 

0 

184 

-184 

0 

552 

-5 -552 

0 

552 

-552 

0 

532 

-552 

0 

552, 

-552 

0 

552 

-552 

0 

552 

-52 

0 

552 

-35 

4 

552 

-2 

0 

5m 

-552 

0 

352 

-532 

0 

5V 

-352 

Ecorosic Resource Flos at I, ersediarv Level 

Incrteental Revomues 

Incretentai Costs 

Net Ilcreesatal Income of Intereediarv 

0 

700 

-700 

0 

1005 

-1005 

0 

1045 

-1045 

0 

590 

-590 

0 

0 

0 

0 

0 

0 

0 

0 

0 

, 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

a 

0 

0 

0 

0 

0 

0 

0 

O 

6 
0 

6 

AALYS!S: FARMERORSANIZATION 
USAI/Haoduras. OIEPA 24-Jul-05 
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TABLE5 ECONOIiC RESOURCEFLONSSY FAMER INTERMEDIARYIPARENT),3PGAMIZATION(Continued) AhEl 6" 

Page 14 of 36
 

3.d. FACACH Year I Year 2 Year 3 Year 4 Year 3 Year 6 fear 7 Year B Year 9 Year 10 Year 11 Year 12 Year 13 Yeu 14 lear 15 

44filiatedCooperatives Participating 
Fire Units Participating 

0 
0 

4 
1000 

9 
2350 

14 
3835 

20 
5719 

20 
6Z90 

20 
6919 

20 
7611 

20 
1372 

20 
9210 

20 
10131 

20 
11144 

20 
12258 

20 
13484 

20 
14832 

Note:Projected qrowth in fare wit participation mas based om the followinq: 
Each originaland additionalcoop beqns its first year of participation with An avarage of 250 units and ezpands by 10.0? W year. 

ECONOMICREWtX.CEFOS 

(lbtminds of ':%5 Lenciras) 

1VTL ECONOMICRESOURCEFLONS:FACACH YearI tear2 Year3 Tear 4 lear 3 Year4 lear 7 Year 8 lear9 lear 10 Year I1 Year 12 Yw 13 Year 14 year 15 

WVt1out Project
iros$Revenoes 

Gross Costs 
0 

0 

4013 

2491 

9129 

15" 

15336 

9551 

2iq45 

3442 

153.40 

1564 

27744 

17233 

3)5A 

1645b 

33 94 

20852 

36954 

22937 

40649 

25"31 

44714 

27754 

41186 

3052 

54104 

3382 

5515 

36944 

let Incoe 0 1522 51 58,37 J703 ?574 10551 115e4 1,743 14017 15410 1690 I8 21522 22574 

With Proect 
Gross mevveues 
Gross Cos's 

0 

700 
5929 

5424 

13933 

t13Q4 

22737 

11415 

3390 

25MB 
37294 

27325 

41023 

29873 

45126 

32676 

4 
9638 

337b0 

54602 

39152 

00,62 

42083 

66M08 

460 

7275 

531502 
79943 

5J46 

9'937 

61931 

W. IncosW -200 W0 2539 5.32 186 9169 11150 1244q 1;876 13450 17179 1*01 23173 234,4 2-0% 

inc-a-teta! Flows 
,:1resental Oevmines 

1]creue'tal Costs 
0 

703 

316 
2934 

4503 

5541 
7349 

7063 
I0.0 
107bb 

1,054 
136 

13259 
17640 

145 5 

1371 
16044 

14908 
1649 
16215 

3413 
L7652 

21334 

19234 
23490 
28973 

25839 
221 

N1422 

24"11 

It lncrelenta! Income -70K -1017 -1038 -515 192 396 619 805 136 1433 1760 2120 ,537 2952 3431 

E---2%IC ANALfSIS: FAiER DiRANZATION SIFE45T,*016 l;'3EET 
0S[3t 4onduras. OtEPA 24-Jul-,5 
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TABLE E.CM0IC RESOURCE ImE R :-, . 7AI1ATIN (Coutl-et] AwIl I5: FLbS iTrm 
... .................... ................ . .... ae1 f3
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5.d. FACAC (Co ta. 14) 
ECONUJICEWS0tCEFIOS
 

(Thousaod o4 195 Lemirai) 

Ecooetc Resource Flms at Fare Unit Level Tear I fear 2 Tear3 Year4 year5 Tear& lear7 Year6 fear t Year 10 YearI Ylear12 lear 13 Tew 14 Tear 15 

hithoutProtect
 

6ess enie4i 0 4011 ;4,9 158 22q45 25240 27714 )u540 334 3498.4 40449 44714 491L6 54104 5;515
 
6rossCosts 0 2491 W-3 951 14741 15464 17233 18'5e ZM95 22937 2523t 27714 0.29 US 341740
 

Net Incoe 0 152 -377 5027 e703 9574 4 1031 11584 12743 14017 15418 t&494 18654 2O72 72574 

with ProJect 
GrossWoPeeiS 6 5 M2 13933 22737 330 37294 41023 4!126 4138 54402 4042 75U 18 7,43 87937
 
reass 0 4051 1321 15537 2316-a 5485 2803 Y34 33920 3"7312 41042 45140 491,! 54427 40*I
Costs 

Net Ifca.E 0 1a77 441', 7200 10736 !1809 12 0 15716 1I9i0 2092 713 2164414N-, 17290 o314 


Incremetal Flows 
Incremental Revweurs 0 1916 41503 7349 10950 12054 1325 1 4 14 04 17648 19413 21354 23410 253; 26422 
Increetfital Costs 0 1561 168 5984 844 1818 10000 I1190 13068 14375 15812 17394 19J33 2104a 73151 

et lIree&ntal Incom 04 All Fare Lit$ 0 353 135 1343 203 22346 245 2705 2175 3273 .00 340 43V 4712 5271 

Ecor,c-ac Resource Flows at Coooerat:ve Level 

lnc eMemtalRevenues 0 8 0 0 0 0 0 0 8 8 0 9
 
Increrental 0 3W8 29 1298 1810 140 9840 1840 46) 1840 1940 1140 40 1140 1640
Costs 


letIncreeital Incme el All Cfoos 0 -38 -928 -1298 -1840 -1840 -280 -1840 -140 -140 -1840 *1840 -1640 -1840 -1840
 

Econmic Resource Flows at InteamKd,ar Levelv 


Incrnental Revenues 0 0 0 0 0 0 0 0 0 0
 
Incremental Casts 700 1005 1045 540 0 0 0 0 0 0 0 a 8 8 6
 

NetIncremental Income of Interardiarv -700 -1005 -1045 -540 0 0 0 0 0 0 a 0 

ECONOMIC ANALYSIS: FARAER OR,,ANIZ,1T1 STRIENTNINGFFOJECT 
ISA0,Ilanduras. 0/EPA 24-Jul-65 
150: FAMTAH2 
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TABLE51 EC2WAIC RE3OURCEFLOVSB( FPal; -'.-; ;;,, ENt)oR-FUANIZATION NEX I ,V 

Page 16 of 36 

5.f. UNJOCOOP I8odelCooaoratives) learI Year2 Year3 Year 4 fearS Year6 Tear7 Year9 Year4Tear 10 year11 Year12 Year J3 Tear14 Year 15 
.. . . . . :.=..cz... ­ ...
 

Coos Participatino 

A. 20 de arzo Prototype 0 I 2 3 3 3 3 3 3 s 3 3 3I.Maya Occidental Prototyne 0 3 2 3 
3 

4 4 4 4 4C. CRENSUL Prototype 0 1 1 1 1 
4 4 4 4 4 4

1 1 1 1 1 1 1 I I .0. Frita delSolPrototype 0 1 I 7 2 2 2 2" 2. " 2 " 2 2 2 
total 
 0 4 6 1 10 10 to 10 10 tO 10 10 I 10 10 

Fire Units ParticJpatima by Prototye
 

A. 20 de Marzo Prototype 0 50 10 
 1 I 82 200 220 24' 267 293 "3 390 429 " 472V. MayaOccidental Prototype 0 50 105 166 232 233 281 30; 3*0 374 411 452 497 547 W2
C. CERSL. Prototype 0 50 55 61 67 73 i1 89 97 107 Ill 130 143 157 173D. Fruta del S l Prototype 0 5) 60 77 136 164 196 236 283 339 407 479 1 55a 60 

Total Fare hots 0 2"00 323 464 617 692 875778 987 1113 1259 1413 1545 161 1847 

Icte: Projected growth is farm uIt ia'tioation was basedon the followitil
 
Each ori.inal and additional Coopbeoins its first,ear o participation with in *vrawqt of 
 50 mits and eipands by 101 per year etscet for Frlta del Sol Prototncel 

201wioch Wrow by per year. 

ECOfOIIC 0EKJRCE FLONS 

(Thou aods o4 1;95 L.etrasi 

16FAn TOTALiLlOCOo (MODELS, year I Year 2 f Yea, YerYea, Year i 6 Year7 fear9 Year Tear 10 Year 11 Year 12 Year 13 Year 14 Year 13 

1i1thoutPro]ect
 
Brms Revenues 0 7;; 1292 
 1840 2754 . 82 381 3-11. 4244 4040 &2725530 6 26 Gross Costs 4 . 7457 1190 6; 997 1341 189 2070 2346 2t6 3453
3030 3942 4468 4864 53314 M 

let Income 0 116 294 491 f22
7 5 935 1064 1214 3387 35M8 1304 
 1962 2143 332 

iothProject

6ross Revenues 
 0 447i 5929 7566 11136 12801 14742 17...) 3Y61 Z2769 26416 30315 30332858 31825
6ross Costs 
 1427 36 1 4715 5855 7651 6 
 1724 11C3 12571 14377 16504 36774 20209 21075 23nN 

Not Income 
 -1427 797 1214 1711 3485 4195 5018 5;15 
 70QI 8392 913 11541 12650 13926 t5246
 

Incree"tal Flows 
lnc'eventl Reveues 0 3s;; 46 5;5 A. T,9 114i 1 I;4 17929 24043 26032 28340 1073615W 25686

Inrresetal Costs 
 14:7 3C-.§ 3716 4506 5365 -? 7378 9=e54': 10924 1250 14305 15345 16O6 17792
 

Net Incrementalincome 
---- --- --

---
-1427 67c 920 1220 
----

.702 3372 403 
---

---­
4-' 52-- 705 a325 9737 1066i 11793 12;14
 

A4LOSIS: 3IJ1TI1j ROJECT
 
iAll/Oiacuras. 0,EPA 

5 0

".l':C] A -:,9ER 0OQ6s :T:-.'GTq. 

0

14-ijiI-E5 



ECONOMIC FLOWSTABLE5: RESOURCE BYFOMER INTEMI4IARY (PARkT) O96.AIIATION IMoutite.d i r I.=. .x.......m ....... 2...... = zsPage
u.. = 17 of 3b 

I Coacerativces) 


fhsnan~nnntzsrnnns .....


S.e. UIDCOD (Model (Continued) 

n.. ECONOMIRESOIFE FLOS 

(Thousands of 1"5 Lm iras'p 

Fars Wmits FromAll Cooperativs fear I Year 2 Yew"I T3ar 4 Year 5 Year Teear7 fear I Teat 9 Yew 10 Tier It Year 12 Tear 13 Year 1 Year 15 

cros Revtme, 
 0 7;c 129. 1840 2554 2992 3111 3':9 4244 4840 530 k272 426 7457 g1l
 

Gross Costs 2
0 0! q7 1349 1e2q 2070 2544 .4 3050 3453 1942 4448 484 5tl4 5717
 

tIncome 
 I 1E 
 214 491 775 622 -9 1064 - 1214, 137 158 " 1I04 1742 2143 2332 ­

ith Project
 
ross Iyvnom ,0 4470 5;49 ,51 111; 1T,.| 14'42 17 2 I44! 2270 2&4)1 30315 3265, MW,)1 3325Gross Costs 0 24", 321? 413b 6176 71.3 2271 q56,) 1116 1224 1M51 17321 1 rB 20413 22127 

Met ircoe a. 7 9 v i 3140 4?!, 5447 4471 71,18 W4 9145 111M 12 94 14103 15372 41491 

Incrumental Flows 
lncrsental Rne4ues 0 36;7 4637 5725 E53 7909 1141 1.-291 15.17 179 20886 24043 26012 N3.44 30170Increoetal Costs 0 1721 2222 2786 4:0 5064 59Z5 a917 9a8 q471 11109 12853 13892 151.)8 143
 

Nt Income at All Far Units 0ncrts~tal9 1 1;51 2415 2V - 4203 48 5 5,K34 6:.4 7310 8458 770 1119" .-- 12144 1324 14347
 

Coo LevelNet locrcte;al Revenues 

Increaotal e, ne 0 " 1 0 0 0 0 8 0 0 0 0 C IIncreaental Costs 727 727 .. 9 ... t130 1453 1453 14$3 1453 142 145 1453 1453 1453 !413 1453
 

met IncrementalIncome of All Coots -727 -727 -929 
 -1130 -1453 -1453
-1453 -1453 
 -1453 -1453 -1453 -1453 -1453 -145 -!453 

Intermediary Level let Incremental Revenues 

Incremental Revenues 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0Incrental Costs 700 545 57 590 0 0 0 0 0 -0 0 0 0 0 9
 

Pt Ilncremental Revenue o4 Intermediary 
 -700 -545 o567 -5?0 0 0 0 0 0 0 0 9 0 0 0 

ECONOMIC ANAYSIS: FARIER REANIZATIONSIFEGTHIh5 FROjECT 
USAI0DHanuras. OIEPA 24-Jul-65 

IB9:.MODELS2
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5... INIMCOOP (ModelCoocerative) lContinued)
 
. .. ........ . ..ECONNIC RESOURCE FLOWS
 

5.t.11) 20 do l rzo Prototypes
 

(Thousands 04 1o85 Lemiras) 

1. Farm Uits Oaly 
 Year I Year2 ear3 Year4 Year5 Yeari Year7 Yeara Tear 9 Year10 YearIt Tear 12 Year 13 Year 14 Year I 

Without Project

GrossRevenues 
 0 201 421 "64 730 
 904 884 972 1069 1174 1294 1423 156 1722 1395Gros Costs 
 0 125 262 412 453 *99 549 603 66A 730 803 384 972 1069 1176
 
Ket Income 
 0 76 160 252 277 305 35 367 406 441 491 540 594 in 119 

IUtthProjeKt 
- 3-

Gros RIvenues I 29b 23 "1 I0; 1187 1306 1437 I5 1738 1912 2103 2314 2343 290
GrossCosts 
 0 203 425 671 730 811 392 98 I 1188 1437 1581 1739 11131N 1307 


com .
 0t 94 197 311 342 376 414 455 5 M0 05 46w In 806 336
 

IncrementalFloes 
Incresental Ievetucs 0 96 201 317 34P 384 422 44 511 562 618 i3 "48 
 123 905
InIr!ental Costs 0 76 164 25a ;-4 313 344 37E Ala 458 503 
 54 409 670 73
 

*et Increweaat Income:Fare Units 
 0 is 37 59 65 71 78 86 ?5 104 115 126 139 
 153 16(
 

2. Coo Levellees-fats 

.-


Si tout Project
6rms aerenues 0 0 0 0 0 0 0 0 0 
 0 0 0 0 0 9GrCosts 
 0 0 0 0 0 0 0 0 0 1 0 0 * 0 0 

Net Income 0 0 0 0 0 0 0 . 4 1 

NIt Project

Grass Revenues 0 0 0 0 V 0 0 0 0 0 0 0
GrossCosts 0 4 192 92 184 277 27 
 277 277 2.72 27 277 277 277 277 277 777
 

o" Incose -92 -92 -184 -277 -277 -277 -277 -277 
 -277 -277 -2T7 -277 
 -277 -277 -277 

1Nc'eeentaIFloon
 
lncretltaI Reveues 
 0 0 0 0 0 
 0 0 0 4 
 0 a 0 0IncrteentaiCosts 
 92 92 184 277 27; 277 277 27; 

8 0
 
277 277 277 277 
 277 277 277
 

Net Incrtestal Income. Coos 
 -92 -92 -184 -277 -277 -277 
 -277 -77 -277 -277 -277 -277 -277 -277 -277
 

£30 NCOA~fSIS: 5R.6MIZAiTIONFARMER STRih;Tmi[I. PROJECT 
l0'[D!Hondmras.
OIEFA 24-,;.l-85
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T-BLE5: ECDI 
-.....m... 

C RESOUIJUEFLOWSDY FARMER INTERMEDIARYIPARE'V) ORGIAIZATION (Continued) 
........... ..... f.. .... . .. :m 

NI I 
Page 19 of 36 

5.P. UINIOCOP(odel Coorativus) (Continued) 
h szzr--- hm- nsahnls, nhn. : - 04ECONOICRESLMC FLOWS 

.e.12) NtavaOcidentli Prototfpes 

iT6tsi a o4 1 q34 LessIfit) 

1. Fars UJits Only Yer I Year2 Yeur3 Tic' 4 Year5 Year 7 yearR Year9 Year10 tear 11 Year 12 Yea 13 le" 14 Yew 15 

ztlth Praect 
Gross RIevesus. 
Gross Costs 

0 
0 

182 
I03 

83 
215 

603 
39 

i; 
4,6 

931 
523 

124 
575 

11,6 
6.3 

123
; 

06u 
I,3 
766 

144 
142 

3649 
927 

1114 
1019 

1 M 
1171 

21?5 
123 

Net Income 8 E0 168 26i 3;1 400 44a 4;3, 543 5;7 456 722 794 §74 hI 

With Project 
Bross flernun 
Gross Costs 

8 
0 

505 
244 

1 C.W 
512 

1671 
8l 

234, 
113 

2578 
124 

nn 
1370 

3119 
1!-1 

3431 
1658 

3774 
1924 

4151 
200t 

4567 
2207 

5071 
2421 

55g4 
271 

6C.9 
2438 

Met Income 0 2b] 348 964 I'll 1332 144 Iei. 1773 195.3 2145 234 25"1 2M 3140 

Incremtal Flows 
Increeentalt e1nuem 
Increaertal Costs 

0 
0 

321 

142 
677 
297 

1068 

469 
14;7 

1! 
1647 

723 
1812 
7V5 

1-73 

175 
2!72 

967 
2411 
105 

252 
1164 

2918 

12780 
n" 
14M 

35310 

154 
38W 

1704 

et I creweetal Income 0 181 3K 599 140 124 1017 11!1 1230 133 1488 1.7 180 1981 217 

2. CoooLevel be,44its 

Wihout Project 
G'oss Revenues 
Snoimtst 

4 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
8 

0 
0 

0 
8 

* 
0 

0 
8 

0 
8 

1 
0 

0 
0 

6 
0 

t locoe 0 0 0 0 0 0 0 0 e 

kith Project 
Gross Revenoes 
Gross Costs 

0 
110 

0 
110 

0 
231 

0 
329 

0 
438 

0 
438 

0 
43a 

0 
4!F 

0 
438 

0 
433 

0 
438 

0 
438 

0 
438 

0 
438 

t 
438 

OetIncome -110 -110 -219 -3, -4!8 -428 -430 -438 -438 -48 -438 -438 -438 -438 -438 

IncrementalFlows 
IncrementalRevenues 

IncrementalCosts 
0 

130 
0 

110 

0 

213 

0 

329 

0 

436 

, 

438 

0 

438 
0 

43i 

r 

432 

0 

430 
0 

43E 

0 

4!a 

0 

4;8 

0 

438 
0 

4U8 

Pet lncremental lacose: Coos -1:0 -110 -216 -329 -438 -438 -438 -4. -438 -430 -438 -438 -438 -438 -48 

ANALYSIS:ECCKOMIC iAFPIERORGANIZATION STRENGTHINiPROJECT 
USAlOHaonduras. OIEFA 24-Jul-85
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FLOWS .i 1oEo;EDIARYTABLE5: ECONMICRESOURCE :, 6 APE4 IRENT) ORGUIZATION (Continued) M 	I1I 
........
............ ............. 
 Page z2 of 36 

5.r. 	 UNIOCOOP (ModelCooaprativs) iCo.timued) 
fln =r-t =ttflzs::nl,::?:r~- = ECOh!C RESOURCEn FLOWS 

5o.1.3) CRENSUL Prototypes 
...= .... . = ( oui ad e4 1985 Lempiras) 

1. 	 Farm lits Oily Year I fear2 Year I Year 4 Year 5 Year & Year 7 Year 8 Year9 Year 10 Year II Year12 Yw 13 Tear 14 Year 15 

Vithout Project 
GrossRevelues 
 0 Ili 123 13 141 164 ISO 108 21 240 264 290 320 3 2 3 7
BrossCosts 
 0 24, 2 293 372 354 390 s2q 472 519 571 26 091 760 893 

letIncome 	 1 -130 -143 -157 -V'3 -190 .. -209 -230 -53 -279 -307 -337 -37t. -408 -44 

IithProject 
GrossRevenues 0 1118 1824 2006 2227 2426 2670 237 3231 354 ;910 4300 4731 5204 5724 
GrossCosts 	 740 907 ON q77 1074 1182 1300 1430 1573 113 193 294 2343 253 

*t Income 	 I '24 1017 It." 1230 135 1488 1637 10 1951 2179 237 2T? 2901 3191 

Incrutental Flou" 
Incresental
Revenues 	 0 1540 1701 1871 a 5a 2264 2400 273c U13 3314 3645 4010 441i 4W2 5331

Incroeetal Costs 0 4q: 541 595 e5 720 792 $'1 


4 
-5 1054 115 12n5 1403 1543 11" 

let lncre",tal Income 	 $ 10 4 1160. 1276 1403 1544 1699 l&A 20n5 2260 2486 2735 - 3M " 30 .M3O40 

2. Coo Level lkne~its 

witlout Project 
Gres Revenues 4 0 0 0 0 0 0 0 0 0 0 0 0 0 S
 
GrossCosts 0 0 S ,,_•0 0 a 0 0 0 0 @ . 1 0
 

UotIncae 	 0 0 "-"-,:. 0 0 0 0 0 I 0 0 0 0 

gith Projet 
GrossRevemnes 0 0 0 0 0 0 0 0 a 0 0 0 0 # 0 
GrossCosts 	 312 312 312 312 
 312 312 312 312 312 312 312 312 312 312 312 

Net Income -312 -312 -312 -312 -31: -312 -312 -2 -312 -312 -312 -312 -312 -312 -312
 

Incremental Flows 
Incremental Revenues 1 0 0 0 0 0 0 0 4 0 0 0 0 a
Incremental Costs 	 312 312312 312 312 312 312 312 312 312 312 32 312 312 312
 

Wet lncreseotal Inca.: Coos -312 -312 -312 -312 -3!; -312 -312 -312 -312 -31; -312 -312 -312 -312 -312 

EC2.ONICANALrSIS: rA;ER OR6AIZATlItSTRENGTHIN6PROJECT 
4
LVSM.Ioduras. OtEFA 2 -jul-S5 



T.1E 5s 
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ECONOMICRES0URCEFLOWSBY FARKER INTEREIIARY 
a. . . . .....m~. ......=--=---h-

(PARENTiORGAMIZATION(Comcltded 
h........s±: Page 21 of 36 

5.e. UINIOCM (kfel Cooperativus) (Contieutd) 
. ..... ECOWIC RE0URCE FLOWS 

5.@.14) Fret& de1Sol Prototvves 
(Thoogaie 1f95 Le'eira) 

1. Fare Units Onlv Yea I Year 2 Yew 3 Year 4 Tea- 5 Tear 6 ver Year P tear 9 Tear 10 Ver 11 Year 12 ler 13 Year 14 Yea, 15 

ltbout ProjKt 
Gross Revvewu 
Gross Cots 

4 
0 

3d 
2!, 

34 
254 

437 
305 

K2e 
517 

'17' 
493 

i,;: 
831 

1&! 1717 
1118 

261 
1438 

2473 
1726 

7m0 
2030 

3177 
21r2 

3308 
234 

3.43 
2542 

Net Icom 0 92 110 132 250 Soo 3b0 433 519 423 747 I7 945 1024 1101 

With Project 
Gross Revme 
Gross Casts 0 

201 
12.9 

2422 
1474 

2007 
1769 

5507 
3151 

4608 
4022 

7930 
486 

51e 
5T; 

1;4I0 
9O5 

13703 
1340 

14.44 
100? 

1345 
1177 

20741 
123 

2527 
13710 

24224 
14743 

Net1acoe 0 790 118 1136 2155 2m S104 3215 4449 5U43 64 ZS71 131 80617 '481 

lnreeertal Floes 
Increerntal Reves 
lcreecetal Costs 

0 
0 

715 
101: 

2050 
1220 

2470 
1464 

4 e 
2774 

5614 
S329 

6737 
3q94 

6,5 
4773 

;702 
5751 

1142 
4902 

13370 
I2M 

I443 
9743 

174 
-10472 

19q13 
r046 

20561 
12200 

get Increoemtat Inc.e 0 - 49 I 1006 1;0! 28 2743 32q 395. 4740 5689 4492. 7193 7793 £12 

2. CoopLevelBenefits 

bithoat Project 
Gross eve0 
kroCostso t 0 0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 a 0. 
0 

0 
0 

1 
0 6 

PatlInom 1 0 0 0 0 0 a 0 0 i 0 0 4 0 0 

ith Project 
Gross Revenues 
Gross Costs 

0 
213 

0 
23 

* 
213 

0 
213 

0 
42o 

0 
426 

0 
426 

0 
42o 

0 
426 

0 
426 

0 
421 

0 
426 

0 
42, 

0 
426 

0 
426 

Net Income -213 -213 -213 -213 -426 -426 -426 -421 -426 -426 -426 -424 -426 -42b -424 

Incresental Flows 
IncresentalRevenues 
Incresental Costs 

0 
213 

0 
213 

0 
213 

0 
213 

0 
426 

0 
426 

0 
426 

0 
424 

0 
424 

0 
426 

0 
426 

0 
426 

0 
42b 

0 
416 

0 
426 

Net Incresental|ncoeiCops -213 -21!3 -213 -213 -426 -426 -426 -424 -426 -426 -426 -424 -426 -426 -42i 

EC0I00C AN.YSIS: FAPER ORGANIZATION PROJECTSTRENGTHIkG 
USAID/Hnduris. 0/EPA 24-Jul-05 
IBM:KODELS2 



TABLE 61 FA9M UNIT PROTOTYPES - - FINANCIAL ANoECONOIC RESOURCE FLOWS 
flR~flXSXZN* xf ..3 . . ..... t. 

ANEX 

b.a. ';irePrototvne 'A'120de Marro Model) 
-.~~~~ ....... .===:== 

Page 2 of 36 

Part One: Fare Unit CashFlow W 0ITHOUTPROJECTSCENARIO WITHPROJECTSCENARIO 

(All4ioures in 1985Lem, ras 
unless otherwise indicatedi 

Financial 
Prices 

EcoRogic 
Price 

Financial 
Prices 

Econouic 
Price-

Cra. Is Core 
Ranzanas Cultivated #1l 
Yield (per Manzana) an 
PriceDer o 

6.50 
40.00 
11.00 

6.50 
40.00 
12.50 

6.00 
50.00 
14.00 

6.00 
50.00 
12.50 

TotalCroo 1 2860.00 32!0.00 4200.0,. 3750.00 

Croc 2: Beans 
manzaras Cultivated 
Yield!aerMantanai 
Price Der0o 

to 
0.50 
10.00 
30.00 

0.50 
10.00 
32.50 

0.5-
15.00 
35.00 

0.50 
15.00 
32.50 

Total Croc 2 150.00 ic2.50 262.50 243.75 

roo 3: Rice 
Manzanas Cult:aated 
Yielditerlan:anai 
Pricepercn 

jo 
0.50 

60.0) 
18.00 

0.50 
60.00 

20.00 

0.50 

70.b 

22.00 

0.50 

70.00 

20.00 

TotalCr.C3 540.00 600.00 770.00 700.00 

CrEm4: Chile Civenne 
ma'zanas Cultivated #,1 
field!DerFanzanaio 
Price oer so 

0.01) 
0.00 
0.00 

0.00 
0.00 
0.00 

0.25 
200.00 
19.00 

0.25 
200.00 
24.70 

TotalCrooA 0.00 0.00 950.00 1235.00 

T35a:-. s 350.00 401..50 61i.050 5928.75 

srcssCosts 
Sees
Fertilizer 
Oerbicioes, 
Insecticides 
Laboc 
O!ierOCeratin: Services 

0.00
435.00 
242.10 
0.00 

772.50 
1157.50 

0.00
509.75 
263.34 
0.00 

540.75 
1157.50 

133.75 
733.75 
365.68 
283.00 
511."25 
1637.25 

136.49 
858.49 
427.14 
333.45 
637.88 
1637.25 

4TncludesContinoencies) 
Ot',erInvestmeat 0.00 0.00 0.00 0.00 
T
italC:cs Ftir.'anCilo 
I'teres! 

2607.18 

205.43 
;4;0.54 

4.O0 
4066.66 

326.4: 
4051.39 

0.00 

o-ai GzessL:~cs 7612.61 ;a;..54 4;3.0; 4051.3i 

eiftieelit; 737.3; 15:1.;6 1:;.4; 1677.36 

Increee:ai .4ne.,':s ijtn Froiect lv57.-5 355.40 



TABLEb: FAO JIJ1 F ITOTPES - - FIMICIL ANDECOH'C RE"0ICE ;.S - - 3ge 23 Of 

Part To: CSN F1w Pfr Iu1zUa 

(All t:gureS in 085 Lopsra$ 
nliess otbirisie Indiciate) 

COr. 

VIToIIJT Proyc-t 

Financial 1:1 Eco'oAic 
PricuiP Factor Pro 

: Corn 

W;THF-cie:t 

- - -

7n-n,-
Financil sion Ecologic
Fri(n Factnr PrI 

Croo 2t 

NITiOtT Pro.ct 

Convr-
Financial sio- E once c 
Prices Factor Pricm 

Gears 

ITH ProjKt 

--------

Coor 
Finacial tloo Econom 
Irices Fctor Prices 

Crop 

VIT O T 1JjKt 

C-. v.­
fictnR al 110 I Cm 1-

Prices factFa rzcn 

3: tLcy 

VIT P?!jet 

FIAWKa&l SIK: 
Prcn factor I!!cya 

Yield tDe,Inzahal 
Price oerq 

Total 6ross genfit 

40.0 
11.0 

440.0 

1.14 
40.0 
12.5 

50.0 

50.0 
14.0 

700.0 

0.8; 
50.0 
12.5 

615.0 

'12 
10.0 
30.0 

300.0 

1.0 
10.. 
32.5 

3M.0 

15.0 
3%.0 

52.0 

0.93 
1..0 
32.5 

487.5 

o/2 
6... 
1.0 

1000.0 

LII 20.. 

12., 

72.0 

1540.0 

0.91 2'.. 

. 

6ross Costs 
Seeds 
Fertilizer 

Insectic des 
Labor 

Kter Overating serv:ct 
Ilncludes Cotincecies) 

GtkerInvestment 

Total Costs iefore Finoacio 
Interest 

Total Gross Costs 

Net leeiits 

0.0 1.17 
k2.0 1.17 
25erbicies2.6 1.17 

0.0 1.17 
75.0 0.70 

165.0 1.00 

0.0 1.00 

327.6 
26.2 0.00 

3"3.0 

86.2 

0.0 
72.! 
30.3 
0.0 

52.5 

165.0 

0.0 

320.G 
0.0 

320.0 

180.0 

13.8 
94.0 
4.4 

29.5 
73.0 

246.0 

0.0 

500.7 
40.1 

540.7 

159.3 

1.1, 
I.17 
1.1. 

.'. 
0.0 

1.00 

1. ' 

0.00 

16.1 
110.0 
49.6 

3'.5 
52.5 

24o.0 

0.0 

508.7 
0.0 

509.7 

I21.3 

0.0 
0... 
35.6 

0.0 
200.0 

0.0 

. 
0.0 

235.6 
1".5 

248.1 

51. 

1.17 
1.17 
1.17 

1.17 
0.70 

1.00 

1.0 
1.00 

0.00 

#.0 
0.0 

41.6 

0.0 
140.0 

0.0 

0.0 

191.6 
0.0 

111.6 

143.4 

0.0 
32.0 
35.3 

32.0 
:00.0 

70.0 

0.0 

36".6 
19.7 

389.3 

I.7 

1.17 
1.17 
1.17 

1.17 
0.70 

1.00 

0.0 
1.0 

9.00 

0.0 
37.4 
41.6 

37.4 
140.0 

70.0 

0 

326. 
0.0 

326.5 

.11.0 

".00.0 
4.t 

Ili.* 

0.0 
370.0 

170.0. 

720.0 
57.6 

177.1 

302.4 

1.17 
1.17 
1.17 

1.17 
6.70 

1.0 

.00 

6.00 

0.. 
74.' 
135.7 

0 
259.0 

170.0 

S.0 

63..6 
0.0 

.is 

540.4 

1.17 
14.0 

116.0 

12.0 
3".0 

17".0 

0.0 

05.04 
9.5 

92.5 

150.50. 

1.17 
1.17 

1.17 
0.70 

I.00 

l.0 

.00 

113.. 
IT'." 

I. 
766.7 

170.3 

0. 

794.2 

Increvental leelcits WithProect 
0. I........... fl 

73.1 -63.7 
..... 

93.9 17.A 313.1 ITO 



, I GTABLE4: FM UNIT PROTOTYPES AN ECSOIIC RIISRtC FLOVS (Coitinedl- - F IMIAL 

., Page 24 of 36 

PartToo:Cash FlI Per anzana lConcludedi 
... - I.T.... sZ~f 

(All fioures in 1985 Lewiras 
uiless
otbervin indiciatedl
 

Crlo 4: Chile C-.e 

WITHOUT Project WITHProject 

Conevr- Caver-

Fleiancia& sios Ecoiec Financial slioe Ecosouic
 
Prices Factor Prices Price Factor Prices
 

Gross lenfits 
YieldbeerIlanzanal In qq 0.0 0.0 200.0 200.0 

Price per qo 0.0 1.30 0.0 19.0 1.30 24.7 

TotalGrossBenefit 0.0 0.0 3800.0 4940.0 

Gross Costs 
Seeds 0.0 1.17 0.0 37.0 1.17 43.3
 
Fertilizer 0.0 1.17 0.0 427.0 1.17 499.6
 
Werbicides 0.0 1.17 0.0 142.0 1.17 166.j
 
Insecticides 0.0 1.17 0.0 344.0 1.17 402.5
 
Labor 0.0 0.70 0.0 685.0 0.70 479.5
 
Other Oerating Ser-ices 0.0 1.00 0.0 165.0 1.00 165.0
 
(Incluces
"ontmorncies)
 

GtherIn'eitent 0.0 1.00 0.0 0.0 1.0.) 0.0
 

TotalCcts Before Fimancina 0.0 0.0 100.0 1756.0
 
Interest 0.0 0.00 0.0 168.0 0.00 0.0
 

Total 0 ass CEsts 0.0 0.0 19".0 17341.; 

let knefits 0.0 0.0 1892.0 3184.0 

IncreeentalBenefits Kith Proect 1032.0 )l4.0 

NOTES:1. In the "n tl proiect" scenario the prototypical farmer will plait asavis of corn aid .25 ianoanas @fgreei pegoers. Mitheut the project. 
sirses will not elant green peoers and put the extra .25 ganzanis (lop 2 cycle per year for an additional .50 oz.- into core production. 

. In tne 'w th project' scenario for the three basic grains. IDIOCOIOP that airticipating fareunits will receive hinhr price per mitresresentatiess expect a 
of or.duction dueto increased prospects of selinq their output to l4RA(Honduran Aricaltural Rarhetinq Institutel instead of to 'coyotes' 
at p'e.allln. arket rates. Financial Prices therefore are adjusteo by converhion factors which equate the 'with pro'ect. econoic rices 
to IOemidnoint between the *with* and '.ithout roject'financial o,:ce paid to the cunote. 

OhLS:FcCr 00ME PROjECI 
USAlD/h4odras. iEgl 21-Jul-83 
EC".IOlC TEP SAN(00110N STRENSTMEMNG 



TALE 6: FAM Jell PROOTOYPPES- -
. ... .h............. 

F1-t.-IAL ANDEC0M.IC IRSOLOPFL.0S 
........ 

Cotieuel wl 6E 

Page 25 of 36 

6.b. Fire Prototype "Wto (iAva Occidental NOWl 

Pat One: Fare Uit aLLFiM 317"611 PPJWECTSCEOMSI 1i. MEE0LTSCEJIMIO 

(All himn in IM15Lamiras 
UPlIOC iodicit~ed otIheH'iI4 

Fisancjal 
Prices 

Econoic 
PriN 

F:.nftcxi! 
Prices 

Econo:c 
Frices 

Cra Is Coro 
Razanas Caltiated 
Yield iper9a1,ILU) 
Price per 4q 

Total Cru I 

oil 
to 4 

5.00 
30.00 
12.50 

1i175.00 

5.00 
30.00 
12.50 

1975.00 

2.5 
4;.%% 
12..0 

1312.50 

2.50 
42.00 
12.50 

1312.50 

Cr.m 2 Seant 
F.Ozaas Cut:,ated 
Yield tpe Rarapa, 
Price pe, 44 

i tal Cram 2 

inn 
1.50 

15.00 
30.00 

475.00 

1.50 
15.00 
32.50 

731.25 

1.5 
16.0(r 
3.C.;!. 

945.00 

1.50 
I8.0 
2.5c 

877.50 

Cro b Co'iee 

Vanzans Caltiwated 
Vivid (ter Rar%arai tIo 

Pr~cv tet iq 

Total Cron 3 

1.00 
10.00 

100.00 

1600.00 

1.00 
10.00 

104.00 

1040.00 

t.00 
14.00 

10.00 

2240.00 

1.00 
14.00 

104.00 

145U.00 

Crop4: Oill Cavtnne 

Ratzanas Cultivated 1I1 
Vivid (ee, wariala i" o 
Price pe, cc 

TotalCroo4 

0.00 
0.00 
0.00 

0.00 

0.00 
0.00 
0.00 

0.00 

0.25 
300.00 

14V.0 

1425.0.-

0.25 
3..40 

24.70 

1952.50 

Croo 5: Onions 
Ranzanas Cultivated I/1 
YieldtperNazana' inqo 
Price oer so 

0.00 
0.00 
0.00 

0.00 
0.00 
0.00 

1.00 
40.00 
40.M 

1.00 
90.00 
40.00 

Total Croo 5 0.00 0.00 3600.00 3600.00 

Crop 6: Cabbage 
uanranasCultivated #11 
Yield icer Mar:ana? in 44 
Frice ger Go 

TotalCroc a 

0.00 
0.00 
0.00 

0.00 

0.00 
0.00 
0.00 

0.00 

0.50 
400.00 

5.,0 

ltoo.uO 

0.50 
400.00 

5.00 

2000.00 

Toa
tl Bross Pn,,i.,ze 4150.00 

saranz 
3616.23 

aaStSz 
10522.5" 

as::: 
100:6.50 

gaza.. 



TABLE 6: FARM UNIT PROTOTYPES FINANCIAL AND ECONOMIC RESOURCE.LOWS (Continuedl
"-. 

6.b. Farm Prototype 4B%'" (Mava Occidental Model) (Continued)
 

Part One: Far. Unit Caab Flow (Concludd) WLITHOUT PROJECT SCENARIO 

(All figures in1985 Lespiras Financial Economic 
unless indicated otherwise) Prices Prices 

Gross Costs 
Seeds *i5 139.50 163.21 
Fertilizer 586.00 685.62 
Herbicides 0.00 0.00 
Insecticides 0.00 0.00 
Labor 1215.00 850.50 
Other Doerating Services 350.00 350.00 

(Includes Contingencies) 
Other Investment 0.00 0.00 

Total Costs Before Finincinq 2290.50 2049.34 
Interest 183.24 0.00 

- - --- ­-- - --- - - - - - -

31aGre5z Cezt; 2473.74 2049.34 

1676.3 1596.9 

Incremental Benefits With Project 

WITH PROJECT SCENARIO
 

Financial 

Prices 


1134.25 

727.00 

186.00 

397.75 

1864.50 

115.00 


0.00 

5024.50 

403.00 


5427.50-


5035.00 

3418.74 


Economic
 
Prices
 

1327.07
 
850.59
 
217.62
 
465.37
 
1305.15
 
715.00
 

0.00 

480.80
 
0.00
 

4880.90 

5217.70
 

3620.79
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TAK.E6t FOR, LIT P1901071S - F1lawC10. Am ECwt0(C RESO"PCEFLMT ICtiUe.' 

6.b. Fare Prototpe '1': tava kccifntal Modal) KCWut"ndl 
l-n . 

-- m~nn~nnt=n==Sna.mxas's 

Co I ofePut Too: Cash Flow Pr Ranaaa	 Crop : esCro It
"= --


Crop Is Cars 
in 1985 Leggiral(All filarrs 	 -1 FruecPreiect
r tiNT---


uItst$1dicate othrrslitD -	 l'.ITDu Project ITH Frojct r 
WITh-Preie"VIITIXI Protect 

11PlO-
COir-Cnver
Cinew-er- Conoy- FLAOC.CI 11 
Finarri! %ion Ecwoumc .a'-cail ectaor , ,'cse Economic FisaCi41 Sio Ecour-c 

sion Ecomioc Firancial Sta Econo ic 	 Prices Factor Prices Nit c 
Fisancial 	 retor PricesF,icn
Prit PrIces Factor Price

Prces FctorPrices Factor Prices 	 14.)- O1.
01nQ1801. 


Sross benefit.
 10.0 14.418.0 10.0 
42.0 15.0 15.0 19.0 	 10.4 t.4 iaz:42.0 	 160.0 8.4 104.0M(3 

Viejo-per Fa'.raoa) 30.0 30.0 	
30.0 1.06 Q.5 012 Y.0 0.13 32.5 W12 

12.5 1.Or , 2.512.5 1.00 12.5
Pr~e of ho 
6M.0. 

5M5.0 
M.0

450.0
375.0 525.0375.0TotalGross benfeO 
1.17 M 1
 11. 	

,
 
4913" 1. 	 . 1 .17 e.1..0 0.0 1.17 - ­0..0 117 0.8 45.0 1.17 52.7
0..7 1.11.1" 0.0 93.0 1.17

Seeds 015 	 0.0 1.17 0.0Smcas st 

358.00.0 1.11 40.1 304.8 1.17 8.0 30.0 1.17 35. 1.0 
56.0 1.17 45.5 "0.0 1.17 105.3 1.17 

42. 1.17 56.2 6.0 1.17 
Fertilizer 	 1.17 0.0 

21.0 1.1' 32.9 	 1 .17 0.0 34.0 (.17 W.­
0.0 1.17 0.0 	 0.0 (5.O 1.17 17.6 1.0 

Merbicides 	 0.0 1.X 0.0 1.17 
0.0 1.17 0.0 	 .lsctiti is 	 371.0 . 8.0540.0 0.704'v.0 0.70 110.0130.0 0.70 (4.0


0.70 43.0 110.0 6.70 77.0 	 0.0 .0 1. .01 0.0.0 	 0.0 I.M0Labor 	 1.00 0.0 I .
0.0 1.00 8.0 0.0 0 04 0 I O . .1 

70.0 1.00 70.0 70.0 1.00 70.0 

Selices
atr errtina ecieslI.11ciudes Co titn 	 ... .0.

.0 1.00 .0 
0.0 1.00 0.0 

0.0 1.00 0.0
0.00.0 10'
0.0 1.00 0.0

Dte, lntst et 


,44.6 736.0 1N$.$
 
213.8 3t'.0 204.5 

218.0 295.1 243.0 
Total Costs Deform Fznamci 21&.0 10.5 	

0.7 0.00 0.0 10.0 *. 0.2 
2.0 0.00 0.0

6.8 19.4 8.00 0.0 
0.0 24.0 .0)17.3 	 0.00 

73.' I00.0
Interest 


2.0 204.5 917.7 
1".5 322.0 

213.8
262.4 

Total Gross Costs 


205.1

233.3 


' 304.0 1160.0466.3
273.7 204.0 290.5 
176.5 203.0 23q.? 187.6 


141.7
Net lenefits 	 =ml S471.7:z. 
16.B 	 473.7 2.1 

. 14.0 
61.- 3.511. 
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FINACIAL AND ECONOIIC RESO CEFLOWS (Coe.p"ed,
TAM 6: Fl!Eq UbiT .- . .PROTOTYPES . .................
.... ....... .
 

.c. Fare Prcotne .C ICKRSUM NdOl) 

Flo* P%;DJECTPot DOneFare Wnit C&As 3ITHIUJT ScE I0r I 

#t* n *rSD tf l: nflfSJZ l f nflt~f a nflgtZtt.t ­

%All fiqwes im 085 Lemiras Fteocial Ecoeogic 

Prices Primcs
Mless Indicated othewusel 

Crop It Ciatelose 
Ezoort 

Iectares Cultivated 14 0.N 0.00 

lield (per Hectare) Doin f.-i 0.00 

Price er Bo 0.00 0.00 

Total Ezort fente4ts 0.00 0.00 

Domt~c
 

Hectares Cultivate4 #14 5.60 5.60 


ield (per Hectare) uits 300.00 300.00 


Price ver unit 0.05 0.65 


Total Feastic lB"u4its 2240.0 2240.00 

TotalCrop 1 2240.00 2240.00 


Croc 2: [kile Pmers (Tabasco) 415 

Neeranas Cltivated 0.00 0.00 

Vield t(or Pan:ama) isqq 0.00 0.00 

Price per to 0.00 0.00 

0.00TotalCroo2 0.00 

TotalGross Revenue 2240.00 2240.00 

Gross Costs 

Seeds/or TotalInputCosts 2654.40 3105.65 


Fertilizer 0.00 0.00 


Herbicides 0.00 0.00 


0.00 0.00 


Labor 1400.00 9M.0 

Insecticides 


Other Operatinq Servicn 7%.00 754.00 

(includesContingescieul
 

Other Investment 0.00 0.00 


TotalCostsBelpre Financina 4910.4(, 4341.65 


Interest 448.i7 
 0.0 

Total ross Costs 5259.37 4841.5 


let lepeits -3019.4 -2601.6 

Iscrewental geneits With Project 

PgeI I
Page29 ofr36 

V1T1WTHNf.ECT SCEiMIO 
.fI 'l.n = z R Iflrt~ 

Finsatzal Ecuouic 

PFIces Prices 

5.60 
160.00 

H2.00 

5.40 
160.00 
23.40 

14128.0 20944.40 

5.40 
4000.00 

0.07 

5.13 
4VA.%, 

0.0 

1564.00 

17496.00 

1568.00 

22M4.40 

2.00 

7b.00 
47.00 

7.00 
70.00 
07.10 

13.0.00 12194.00 

5500.0 330.40 

6754.40 

292.00 
217.20 

76.00 

494o.8-

1342.00 

7902.65 

341.64 
336.02 

71O.92 

3442.76 

1842.00 

0.00 0.00 

14798.40 

1381.16 

14675.99 
0.00 

16179.50 1475.9 

9320.4, 19484.41 

12347.71 Z1084.06 



,oFAKUiNITPROTOTYPES- RE5OURCE- FINCIAL AU EC0eOMIC FLOWS (Continjeo. ANEX 8 

Page 30 of 36
 
: az: Cash flow Per Nenze HelIctare for Cantelole) 0l2 

".9ures it IM 1 Leopiras 
.-:ns .tajti oterise) Crop Is Catelope Crop 21 Chile Pepper% 

NITNW0T Project 
 IT Project WITHOUT Project 
 III1H
Project
 

Cov - Cowver- Coaver- Conver-
Fievncial sin Ecommic Fimancial sio, Econosic FIN&AcLiI%io Ecoomoc Foaucil aim Econouac
Prices Factr Prices Prices Factor -;:.ei Prices Factor Fricas Prices Factor Prices
 

.. # 1 
 0.00) 0.00 140.00 100.v0 t. 3 0.00.e a., 0.00 1.30 0.00 0.00 74.W5 70.0018.00 1.30 23.40 .,3 0.0) 1.30 0.00 07.0, 1.30 87.10 

- isort Ike4tts 0.00 0.00 "U3.00 3744.00 0.00 0.00 4690.W0 607.04 

.o.o. sm. 0000.00 000.0 4000.00 4000. W 0.00 0.00 0.0W 0.000.5 1.00 0.05#16 0.07 1.N 0.0" 0.00 1.00 0.00 0.00-5 1.00 0.00 

Dc.n-!., 400.0gnetits 
 400.00 280.00 290.on 0.00 0.00 0.,00 0.00 

- . :tftt 400.00 400.00 3160. W 40,'4.00 0.00 0.0v0 400. W 6097.00 

. 
S 

r::x Z:d!lcut$ 
.-

-.-

S , . ,ces 
* :.4(e .t*tafli n 

474.00 

2 
135.00 

1.17 554.58 
1.17 0.08 
1.17 0.00 
1.17 0.00 
M0..70 175.8 
L.0 135.00 

1185.00 

545.W 
270.00 

1.17 16.45 
1.17 
1.17 
1.17 
0.70 31. 5 
1.00 270..-, 

0.0 

0.00# 

0.00 

1.17 
i.17 
1.17 
1.17 
.'o. 

i.o 

0.00 

0.00 

0.00 

59.20 
14a.W 

143.J 
38.0 
947.40 

15.0W 

1.17 69.26 
1.17 170.82 

1.10 1.01 
1.17 3;5.4i 
0.70 W3. 1 
1.80 1.5.00 

-.t1:6eWL 0.0 1.00 0.00 0.00 1.00 0. . 0.W) 1... 0.00 0.0 1.00 0.00 

.. -. s: 

-

i.e,oreFi uarciol M.. 

100.17 0.0 
6a4.54 

0.00 
2000.00 

I11.67 0.00 
2037.;5 

0.00 
0.00 

0.4 0.60 
0.00 

0.00 
1795.2o 

1o7.93 
1031.74 

0.00 0.10 

S w-:s ..- sts 539.1; 664.5 218b.67 1037.i5 0.00 0.00 067.1; 1t,31.74 

-531.17 -4o4.5 973.33 19&.CA 0.00 0.00 2721.i, 441z.1a 

lncreoentdl beW ts li~tProject 1512.51 2450.3 2222.V; 444.24
 

. . .-.. .:s 11lrlspahnL4t idre1 -1eitaPart ikit 4or eatr crop; prices arR Per .Nut a seas.reten1 inoicated. 
- ,"t . L .7 nectares 

i.tff 04 A .hG*ncu01 altre~t c,,: Euoowniade 0"i. 128 boxes iptr Becttensf LliPefo2: eisa 
Etiort iade Too. 32 OsC&S 1o6r keCtarel t L14 aoc Dzi. 

*. " 1-1KunItS S0if dOeItIlColiirae on the see. 5.6 hIetes usediOfqr~ ir ezoort:rzcuctzxn and reorle~st tnse 
:-aeicc4es which to not met ezvort quality standards. 

arAqe q.-iitv iii- co.est c.ll solo cestelooes will decitne in the nitnaut roi;e-t s:enaro resuilting in a•.;.tfavefrae price ae015i. 
"'r, Ak A 

http:40,'4.00


UNITPO0YTPESTAB.E6: FARPUA - - FIXANCIAL ANDECODIPIC 0EMCE FL0W lContined) 

......... 


&.d. FarmProtatvne '11 lFrota Sel SolModelI 

Part One: Fars Lhut CashFlaw NITH,T PROJECTSCEUMIO 

(IAIIfqu.es in IM5 Leairn Financial 
unless indicated otherise) Prices 

Crop I: Cucumber(Corm lithost Project) 

A EIS 

Page 31 of 3o 

iltH PROJECTSCEUI10 

Financial Ecmouic 
Prices Prices 

1.50 
5N.00 

2.1. 

42 2.50 e2 
520.00 

2.16 

2 .00 2806.00 

2.50 W1 
780.00 

.0 

2.50 
780.00 

10.40 

i 

leOC."O 20200.00 

31406.00 23W.00 

1.0) 

95.00 
190.00 

1.00 
25. w 
171.00 fib 

4734.&0 4275.00 

.00 
2000.00 

1.00 

1.00 
2000.o 

1.00 

2,0.30 2000.00 

1.004i' 
300.00 
13.00 

3.00 #14 
300.00 
24.70 

570.0 7410.,0 

1.a) 414 
90.00 
40.0 

3.00 *,4 
10.00 
40.00 

3GC.Vo 360W.C0 

344S..30 
2Z•:: 

40373.G 
==:t 

Domestic 
llaiuna. Coltivated 
Yield leer mar*a) to Doors 
Price perbox in for corn) 

TotalDomestic 

flaq:aNac Caltiwatt 
Yield leer Manizaa) in Rolte 
Price perbor 

Total Essort 

Total Crog1 

Crew 2: Toeato
 
Plananas Culti vated 

YieldtperMadnana) inTons 
Price per toe 

TotalCroo 2 

Cra 3: viaterao,,a

Ranzais Cultitated 

yield (eerHAr:al) anunits 
Price per unlt 

Total Croa 3 

Croo 4: Chile 'avenoe 
ftnzaas Cultivated i3 

YieldleerMlanziana)
inqq 

Price oerqq 


TotalCrao4 


Crot 5:Onions
 
Ianzanas Cultivated &/3 

yieldloer !anzana) in q1 

Price oersq 


TotalCroo5 


TotalGross Revenue 


7.00oil 

fi for corn) 30.0) 

12.00 

25;-.T0 


3.00 
0.00 

0.00 

0.Z0 

2520.00 

1.00 


17.04) 
152.V) 

1824.00 


1.0 
1500.1 


1.00 

1500.00 

0.w0 
0.00 

0.00 


O.0.) 


0.00 

0.0,) 

0.r, 

0.0 

5844.0) 

tat,: 

Ecowouic 
Price, 

7.00 1,1 

30.00 

12.00 

2510.00 

0.00 
0.00 

0.00 

0.00 

2520.00 

1.00 


12.00 
171.00 #16 

2052.00 


1.00 
150.
0.00 

1.00 


1500.00 

0.00 

0.00 

0.00 


0.00 


0.00 

0.00 

0.00 


0.00 


6072.00 

±tzc 
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b.d. Fare Prototype D (rote del Sol Model) IContiguedlSIZEENSzzS s zU nnnflflnfl~e nflflfw lnnflini =-=S 

Part One: Farm UnitCash No (Concluded) ilITHOUJTPROJECT ICENMID W1ITHPROJECT SCENMIO 

(ill figures In 193 Loioprat Financial Ecoafoic Finacial Economic 
unIess indicated otherwise) Prices Prices Prices Pricm 

6ross Casts 
SeedsG5 I U4.00 1329.88 7q.63 1243.76 
Fertilizer 0.00 0.00 240.00 280.60 
Herbicides 0.00 0.00 	 56.00 65.32 
Insecticides 
 0.00 0.00 449.00 525.33 
Labor 1574.00 1101.50 
 11150.50 705.35
 
OtherOceratino Services 	 l101.20 1101.20 6491.25 4395.25
 

(Includes Continglenciesl
 
Otherlnestoent 204.00 
 204.00 	 255.00 255.00
 

Total Costs Before Financing 4443.20 4236.68 26A46.40 24511.01 
Interest 35.40 0.00 21I5.71 0.00 

Total6ross Costs 
 4798.6 4236.88 	 26542.I 24571.01 

Net Benefits 	 1045.3 1835.1 525. 9 15801.19 

Incremental Benefits With Proect 4850.54 1396.87 

VOTES: I. 3.1 'anzaas Lltivated for two cciltS per near. 
2. Totai cucumber area celtivated is 2.5mantanas. 601 of the prodectien an those 2.5 sanzanas is of ergort sualitv and is exported. 

The resaining 401.issold ;n domestic markets. 
3. In the 'with project" scenario the prototypical farmer viii plant 2.5 aanz. of cocumbes. I eafzaza @4groe popes. and I wanzasa o anioms, &i&g with that indicated 

for tomatoes a matetrelos. Without the project. farmers will not plant cucumbers, Vreempeoers or onions. The, will gut the estra 3.5 mawzaas(tios 27cle per year * 7 at.) iota cerso'XIct::o. 
4. .5 eanzasas cultivated for two cycles per year. 
5. Includes total mhost colts for thmecrows for which data broken dc. b inpnt type was eat a.a:iale. 
6. 	 In the *with prolec,* scenario for tomatoes. UNIOCOOPrepesr ntati-es aspect that particicatinq fare u its will receive a Nint price per unit 

uof production 1h to increased troaects of selling their cuto t at areferenial prices instead 04 to 'coeot* at 
prevailio market rats. Financial prices therefire are adjusted by conewsim factors which equate tie 'with pro~ect' economic prices 
tc the midpoint bete the 'o:th* and *without project' financial price paid to the coyote. 

ECSOP4ICAh-L?:. Or !HE FASECR 4:TNi-qGTwE.I4S6 F;OJE2T 
Utsfp,[:duas. rS.EcA 21-Jul-IS 
li5:9P-CT30aE 

http:15801.19
http:24571.01
http:24511.01
http:26A46.40
http:11150.50
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6.d. FirePrototvpe '0' IFrotA del Sol lodeIl) IColuded) 

Part Too: Cash Fle Per Maeian (Coecleded)
 

(All fioure$ in 1"5 Le.irn
 
unless indicated otherwise)
 

Crov 4: Chile Cayenne Croo 5: Oions 

WIT4OJt Project ITH Project NITHOUTProject WIIT Project 

Co"Vei-
- -

Con,r- Comver- Caevrr-Financial sloe Economic Financial slion Economic Financial sion Economic Financial itos EcnomoicPrices Factor Prices Prices Factor Price Prices Factor Prices Prices Factor Prics 

Gross Se-eits 

.­

0O0q!t I C
field JCer anjzana) *17 0.0 0.0 1.0 0.0 90.0 90.0Price 1/7 1.00 0.0 0.0 1.00 0.P 1.00 0.0 40.0 1.00 40.0
 

Total ees ic 
 0.0 0.0 0.0 0.0 0.0 0.3 30). 0 3600.0 

Eiort
 
Yield1ter" ntana} #17 
 0.0 300 
 300.0
Price f17 
 1.30 0.0 13 1.3) 24.7
 

TotalEsoent 
 0.0 0.0 5700.0 7410.0 
 0.0 0.0 
 ..0 0.0
 

Total Gross itefit 0.0 0.0 5700.0 7410.0 0.0 1.0 3o)0.0 3600.0
 

" -. 2s 5+s
See3s .;5 1.17 0.0 35.0 1.17 41.0 1.17 0.0 960.0 1.17 1123.2 
;er'l!':e" 
 1.17 0.0 1.17
164.0 215.3
Her :cI:es 1.17 0.) 50.0 1.17 4.51.17 0.0 56.0 1.17 45.3 1.17 0.0Insecticites 0.0 1.17 0.01.17 0.0 225.0 1.17 243.3

Labor 1.17 0.0 224.0 1.17 262.10.70 0.0 19.0 0.70 421.4 #.70 0.0 260.0 0.70 112.0Othe ODerati" iervices 1.00 0.0 200.4 1.00 M.0 1.00 0.0 300.0 1.00 300.0
Ilncluess
Conitinlecies)

Other Investment 1.00 ).0 0.0 1.00 0.0 1.00 0.0 0.,3 1.00 0.0 
T
otal Costs Fefore Financio 0.0 0.0 1598.0 1413.4 
 0.0 0.0 
 1000.0Interest 1132.1
0.0 #.00 0.0 127.5 0.00 
 0.0 0.0 0.00 0.0 144.0 0.00 0.0 

.otal Gross Costs 0.0 0.0 1775.8 1413.6 0.0 0.0 1 44. 0 1932.1 
get Be-e:ts 0.0 0.0 3974.2 57%.4 0.0 0.0 16;6.0 1667.2 

3974.2 59.4 1&6.u.0 1"7.2 

*2TH: -7. Ul:ts of measureenat ire loicitel In Part Onevorean cros: orices are oerunit of leasueeent inlicitet. 
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4.e. Fire Prototype 'E'(FFCOC.Kodll 

Part Oae: Fa-v UnitCash Flow 1THC4UTPROJECTSCEJIAIO iT G,JET CENUEI 

All fiture.i IM Lmeiras 
dnmess othwise elmicated) 

Financial 
Prices 

Ecoomic 
Prices 

Fiqanc al 
Prces 

Eotic 
Frices 

C'oa I: Ccri 
Mwizanas Cult voted 
Yieldloet Wa.,zana) tin qq 
Price perto #/1 

1.00 
U.00 
10.00 

1.00 
M2.00 
11.00 

42.00 
12.00 

I.o0 
42.00 
11.00 

Total r-c1 330.00 3X3.00 504.00 462. 

[roe 2: Coilee 
Raezamas C1ltiuatet 
Vtd Iuaf 111-zatia) 
Price "erto '!2 

in q 
10.00 

10.00 
160.00 

20.00 
20.00 

104.00 

20. 0 
14.00 

260.01 

11.00 
14 00 

104 00 

Total Crop 2 16000.00 10400.00 2240.00 14560.00 

Total Sross RevewJe 163N.00 10763.00 22904.0,0 15022.00 

Gross Costs 
Ses0. 

Fertil::er 
1erticiles 
Insecticides 
Labor 
Other Doeratins Swvices 
UlnclJdusContin .efciesi 

Other lnstnemt 

W 
3122.00 

25.60 
0.00 

5520.00 
70.0 

0.00 

0.00 
3652.74 

29.95 
0. 0 

387.00 
70.00 

8.00 

9.00 
3150.00 

M2.O0 
340.00 

6,410.m 
70.06 

0.00 

0.00 
3685.50 
383.76 
337.60 

4497.00 
70.00 

0.00 

Total Costs 
Interest 

efore Finmcis. 8727.60 
698.21 

7609.69 
0.00 

10298.00 
324.00 

9024.06 
0.00 

Total6.oss Costs 9475.91 7609.69 11122.00 4024.06 

Ott 1"efits 6904.19 3153.31 11782.00 5997.14 

IncrementalBenefits litOProject 4877.81 2844.63 

0UAL0SIS OF THE FAPJER ORtAKIZATIONECONOMIC STRESTHENING PROJECT 
UISAWOHonmduras. 21-Jul-9S
O/EPA 

IMP:ROTOEE
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