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PROJECT AUTHORIZATION

(Amendment No. 1)

Name of Country : Republic of Honduras

Name of Project : Small Farmer Organization
Strengthening

Number of Project : 522-02 52

Number of Loan : 522~

1. Pursuant to Section 103 and Section 531 of the Foreign Assistance Act of
1961, as amended the Small Faruer Organlzation Strengthening Project for the
Republic of Honduras was authorized on September 24, 1985. That authorization
1s hereby amended as follows:

a. Paragraph 1 of the authorizatlon-is hereby deleted in its entirety
and the following Is substituted therefor:

"1, Pursuant Lo Section 103 and Section 531 of the Foreign
Assistance Act of 1961, as amended, | hereby authorize the Small Farmer
Organization Strengthening Project for the Republic of Honduras (the
Cooperating Country) {nvolving planned obligations of not to exceed
$8, 500,000 in Loan funds and 47,500,000 in Grant funds, subject to the
availability of funds in accordance with the A.1.D. OYB/allotment
process, to help in financing foreign exchange and local currency costs
for the Project. The planned life of project is eight years from the
date of initial obligation.”

b. Section II of the authorization is hereby deleted in its entirety and
the following substituted therefor:

"11. The Project consists of institution building, financial
gtabilization and credit components. The institution building entails
organizational development activities to enhance the managerial and the
gervice delivery capacities of the (5) intermediary organizations and
their affiliates to address the needs of their constituents. The
financial stabilization program will strengthen the farmer organizations
by assisting them to resolve accumulated financial problems to permit new
resources to be channeled through them. Technical assistance will be
provided to improve the managerial capacity of the organizations and to
furnish guidance in achieving organizational and financial
gself-gufficiency. In addition, training will be included to upgrade the
organizational development skills and managerial capability of farmer
intermediary organization officials and employees. Management of debt
cancellation and restructuring activities will be the responsibility of a
Financial Development Fund (FDF), an autonomous unit to be created for
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 bhe 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

Cooperat ive Development (DTFOCOOP), a dependency of the Ministry of
Economy charged with cooperative development.

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

approximately 55 af f{1{ates 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:

d.

"1(b) Interest Rate and Terms of Repayment

The Cooperating Country shall repay the loan to A T.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 Cooperatlng Country shall pay to A.T.D. 1n US
Dollars Interest from the date of first dishursement 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.”

“1(c) Source ana Origin of Goods aud Services (Loan)

Goods and services, except for ocean shipping, financed by A,1.D.
under the Project shall have their source and origin 1n the
countries which are members of the Central American Common Market
and in countries included in A.T.D. Geographlic Code 941 except as
A.I.D., may otherwise agree in writing. Ocean shipping firanced 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 {n Code 941 or countries that are members
of the Central American Common Market.”

"1(d) Reimbursement of Expenses

Upon compliance with 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.”

Paragraph I11.2 of the authorization, "Conditions Precedent”, 1is

".: ~aby amended to add the following Conditions:
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“f. Prior to the first disbursement of the Assistance included in
Amendment No. 1, or to the Issuance by A.I.D. of documentation
pursuant to which disburscment will be made, the Borrower/Grantee
will, except as A.1.D. may otherwise agree in writing, furnish to
A.1.D., in tform and substance satisfactory to A.1.D.: An opinfon
of the Attorney General of the Republic or of counsel acceptable to
A.1.D. that Amendment No. 1 to the Agreement has been cduly
authorized and/or ratified by, and executed on behalf of, the
Borrower /Grantee and that {t constitutes a valid and legally
binding obligation of the Borrower/Grantee in accordance with all
of {ts terms.”

g. Prior to any dishursement of Loan funds, or the issuance of
any commitment documents under the Project Agreement for the loan,
the Borrower/Grantee shall, except as the Parties may otherwise
agree in writing, furnish to A.1.D., in form and substance
gsatisfactory to A.1.D., evidence that a trust account has been
established within qualified private banks to manage the $8.5
million in Loan resources. The Central Rank of Honduras will
ident1fy the banks to manage these trust accounts through a
competitive process, and final selection will he conditional upon
A.1.D. approval. The terms and conditions under which the banks
will manage these accounts and the criteria that will guide
fntermediary access in” onlending of Project Loan resources will be
clarified in detail during Project implementation through the
issuance of Implementation Letters.”

Paragraph 111.3 of the authorization, "Covenants”, is hereby
add the following:

"b. As counterpart assistance to the Project, capitalize the
Financial Development Fund (FDF) with a total of the equivalent of
419.8 million over the first four years of Project 1ife., These
regources will be transferred to the FDF at no cost and they will
he used for the financial stabilization of participating
intermediary organizations. Upon the request of the FDF and
approval of its Board of Directors, the Central Bank of Honduras
will dishurse 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
{nsticutions (i.e., BANADESA, DIFOCOOP, INA, etc.) to agree to
negotiste with the FDF the sale of outstanding obligations of
participating intermediary organizations at below the book value of
those receivables, where the following conditions prevail:



(1) 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 member delinquency;

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

implementation of mainagement reforms recommended by the FDF;
and

(11*) An economic feastbility study has demonstrated that the
cooperative can become a significant provider of productive
services to Its members and become financially sound, {f the
organization has been restructured.”

"d. Create a special trust account within BANADESA which will be
capitalized by the resources that have been transferred to the Bank
to finance the regional cooperative "models” created under the
Agricultural Sector 11 Program (i.e., CREHSUL, Fruta del Sol, Maya
Occidental, 20 de Marzo, and COHORSIL), and thelr Cooperative Union
(UNIOCOOP), 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 dellnquent portion of the
Agrarian Reform Trust Account portfolio. The terms and conditions
for all new lending from this account and fc~ intermediary access
will be clearly defined in the Trust Accoun. ntract to be signed
between the Bank and the Ministry of Finance.”

“e. Ensure in form and substance acceptable to A.1.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.T1.D. on a
semi-annual basis. If it is found that the Delegation of Authority
1s not supportive of effective Project implementation, the
Government of Honduras covenants to take whatever actions are
necessary for the 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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during the implementation of the Project and at one or more polnts
thereafter: (a) a baseline study of initial Project particlpants;
(b) evaluation of progress toward attainment of the objectives of
the Project; (c) ldentification and evaluation of problem areas or
constraints which may inhibit such attainment; (d) assessment of
how such information may be used to overccme such problems in this
or other projects; and (e) evaluation, to the degree feasible, of
the overall development impact of the Project.”

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

Qo0 )

Carl H. Leonard, Acting Miaslon Director

e 9fol2L,
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T. Project Background

A, TIntroduction

In September, 1985, USAID/H slgned a Project Agrcement with the GOH for the
Small Farmer Organization Strengthening Project (522-0252), a major new effort
deglgned to strengthen farmer assoclations to permit them to serve as channels
through which productive resources (e.g., credit, entrepreneurial skills,
technology, etc.) couid be pruvided to small farmers throughout the country.
The original design of the Project included a mix of technical and operational
support, credit, and financifal stabilization resources with a total funding of
$16.0 million in D.A, grant and loan resources and $19.8 in GON counterpart,
which would come from the fconomlc Stabilization Fund Program.

In principle the COH was {n agreemeat with the need to strengthen the five
intermedtiary organizations Initially selected as potential Project
participants (i.e., FACACH, FEHCOCAL, UNTOCOOP, FECORAH and ANACH) to iIncrease
their ability to deliver services to their members; however, the Government,
despite Initial indications of concurrence, ultimately came out against the
creation of a "new” institutlon to effect the financial stabilization of these
organizations. For thig reason, a much reduced Project Agreement was signed
in September, 198%, fncluding $1.4 million in D.A. Grant resources and $1.75
million in GOH counterpart. The Agreement also provided for the creation of a
Technical Comnlssion (consisting of representatives from the Ministry of
Finance & Public Credit, the Ministry of Fconomy, the Central Bank of
Honduras, the Credit Unlon Federation, the Private Banking System, and A,1.D.,)
which would design the flnancial mechanisms to be used to restructure the debt
of participating organizations and to channel new resources to them.

B. Progress to Date

The Techulcal Commission 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 GOH was to amend the Project, increasing
funding levels to thelr original totals and extending the PACD of the

Project. The Techinical Comnisslon 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 Descrlption

The purpose of this Project Paper Amendment 1s to ensure the establishment of
a viable system for channeling productive resources (e.g., credit, inputs,
technical asgsistance and marketing) to enhance small farmer production and
productivity. This objective will be accomplished by stabllizing and
strengthening existing small farmer organizatlions to make them efficient
conduits of the required services and inputs. After a considerable amount of
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time in negotiations with the GOH and as a result of a prior committment by
the Honduran Government for the implementation of this Project, it is a
propitious time to go forward with this Amendment.

This Amendment will add the credit and the financial stabilization components
to the institution building process that is the focus of the Project. The
{nstitution building will entail organizatlonal development activities to
enhance the managerial and the service delivery capacities of the intermediary
organizations to address the necds of thelr constituents; and, a financial
stabilization program to strengthen the farmer organizatlions by assisting them
to resolve accumulated flnancial problems Lo permit new resources to be
channeled through them. Technical assistance will be provided to improve the
managerial capaclty of the organlzations and to furunish them guldance fin
achleving organizational and financial self-sufficlency. Tn addition,
training will be included to upgrade the organizatlonal development skills and
managerial capability of farmer Intermedfary organizatlon officials and
employees.

The stabillization element designed by the Technical Commission will consist of
a program of flnancial normalization through the use of a complex mix of
fiscal strategies. These strategies include the possible liquidation of
intermediary affiliates; elimination of non-performing assets; and efforts at
debt restructurlng or a rescheduling of outstanding obligations by utiltizing
all available financial tools (e.g., debt moratoria or forbearance, deferral
of principal and finterest, cousolldatlion of creditors, loan guarantee's,
equity participation, ete.). The Intent of this element ls to facilitate
where possible the cancellation of Intermediary outstanding debt while
providing for the injection of new capital to foster institutional growth.
Management of debt cancellation and restructuring activities will be the
responsibility of a Financial Development Fund (FDF), an autonomous unit to be
created for this purpouse with'n the National Credit Unlon Federation

(FACACH). The Fund will rest :n the private sector, will be guided by a Board
of Directors made up of emlnent representatives from the GOH and the Honduran
banking and agricultural communities, and will have final approval authority
over the distributlon and use of the financial resources of the Project.

The credit component will consist or short-term production and medium—term
{nvestment credit that will be made available tc intermediary organizations
which have complied with the project partlcipation criteria as estahlished by
the Financial Development Fund. The short-term production financing will be
rede available to constituents of quallfied participating Intermediary
organizations at or near market rates of interest. The credit mechanism will
be created to ensurn qualified intermediary access to financial resources for
production and investment. Speciflcally, the Central Bank of Honduras (CBH)
will create trust accounts for wholesale lending to be managed by the FDF and
by selected private banks. These trust accounts will employ strict
<'lgibility criteria for lending, promote the capltalization of the
.ntermediary, and explore the use of new collateral and loan guarantee
wechanisms. Medium~-term investment resources will be disbursed using the same
.vhanisms. However, a determination of interest rates will awalt the
“sna-ton of an in-depth policy aunalysis to be undertaken by an AID/W and
;70 3pecial 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 Ilntermediary organizations,

Implementation of thls amended Project will be guided by a controlled
expansion strategy. In the initfal stage activities will be focused on the
ingtitutional modiflcation, at the national level, of flve intermediary
organizations -- the Union of Agricaltural Service Cooperatives (UNIOCOOP),
the Honduran National Credit Union Federation (FACACH), the Honduran
Federation of Coffee Cooperatlives (FEHCOCAL), the Federation of Agrarian
Reform Cooperatives (FECORAH), and the Honduran National Association of
Campesinos (ANACH). As each of these organlzations adopts the policies and
procedures necessary to participate 1n the Project's debt restructurlng and
credit elements, institutional rationalization efforts will shif~ to the
intermediary's affillates.

Only a small number of affiliates of a glven organization will be treated at
any one time. The treatment intervals will be for periods of six months.
Once the first set reaches lustlitutional stabilization, a second set will be
assisted, followed in turn by subsequent sets. The number of affiliates will
gradually fncrease over the life of the Project and, by the end of the fourth
year, 1t 1s antlclpated that approximately 59 affiliates will have been
included.

By the end of the fourth year, the beneflclarfes 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 1in the quality of life.

The amended Projeci will last a total of eight years, including the initial
year of FY86. It will be funded for a four year period and at a cost of $35.8
million. The A.1.D. contribution for the initial funding perlod will total
$7.5 million in Development Asslstance Grant and $8.5 million in Development
Assistance Loan. This will be complemented by a GOH contribution of $19.8
million i{n Economlic Support Fund (ESF) local currency.



Figure 1
Summary Project Budget

US$ (000)
A, I. D. Host Country _
Components Grant Loan Total GOH Total

1. Organizational

Development 7,444 7,444 5,667 13,111
2, Financial Stabilization - - - 12,637 12,637
3, Credit - 8,000 8,000 - 8,000
Sub-Total 7,444 8,000 15,444 18,304 33,748
Contingency 56 500 556 1,500 2,056

Total 7,500 8,500 16,000 19,804 35,804




" A. Conformance with A.L.D. Pollcy

The Project directly responds to the three principal recommendations of the
National Bipartisan Comnission on Central America for accelerated rural
development. These ars:

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 1Is directed at strengthening rural intermediaries, and
particularly agricultural cooperatives and other similar Institutions
providing services to small farmers. It will provide credit to finance
gshort—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 particlpants. The
institutional development efforts o be undertaken with the agrarian reform
farmer asroclations are designed to consolidate thelr achievements to date and
to assist them in provlding more effective services to their members. This
provision of services will result in increases in member productivity and
tucomes, and will enhance land tenure sccurity and further Investments within
the sector.

The proposed Project conforms to the Kissinger Commission/Jackson Plan
recommendat lons on agrlcultural development and the A.T.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
Determinatlon of Food and Agriculture, the Project will increase food
availability through heightened production and enhanced productivity. In
consonance with the A.1,0. Private Enterprise and Institution Building
Policies, the Project wlll concentrate its resources on the development of
private sector entities, the farmer organizatlons 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
ingstitutional and financial stabilization processes of the intermedlaries.
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, Indigeneous financial resources,

B. Relationship to USAID Counlry Strategy

The USAID country strategy is designed to support Honduras' development

goals. 1In the short-term, the Misslon's objectives are to foster economic
stabilization and promote growth with equity to improve the standard of living
of the country's poor. To stablilize the economy, the USG 1s providing
signlficant levels of halance of payment support. FEconomlc stabilization will
be brought ahout through GOH implementatlon of important macro-economic
policles to correct the 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 GOH 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 productive base into export crops and livestock
enterprises; (2) secure access to resources (land, water, capltal 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 ohbjectives has heen 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 Titling Initlative is facilitating farmer
access to cultivable terrain, The Small Farmer Coffee effort 1s contributing
to the promotion of an export commodity. Finally, the Rural Technologles
Project 1s developing and diffusing Improved farming equipment and practices.

In addition, the Mission has had success working with Honduran intermedlary
fnstitutions fn many of its projects, and particularly where credit activities
hhave 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 becn approved by participating banks (i.e.,
three private and one public bank) with a total value of $8.7 million. To
date only a portion of the nursery loans have ma tured, but loan repayments are
above 98 percent. Princlpal repayments on rehabilitation loans will not begin
until the 1985/86 crop year. Tt should be noted, however, that interest
payments (due each year) have a recovery rate of greater than 95 percent.
Zarly in 1984, the principal lending institutions and cooperatlives sought
several changes necessary to elfect an expanded program through intermediary
organizations. The goal of this action was to reduce administrative costs
whille expanding credit coverage and extenslon oulreach capabilities. This new
mechanism became possible only when the Interest spread was modified to permit
intermediaries sufficient income to cover costs and rlsks.

2, The Mission has been working with the Federatlon of Savings and
Credit Cooperative Assoclations since 1981 In an attempt to desizn new
strategples for cooperative lending programs In rural areas. Although this
rederation has encountered liquidity and delinquency problems, it has
successfully implemented a pilot domestic resource mobillzatlon program among
Flve of fts atfillates, These afflliates substantlially increased member
Javlngs and deposit accounts and lessened their dependence upon external
federation 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 11 Program, has resulted {n 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 $3.5 million to finance the production of 1,600 small farmers on
9,600 acres of land. More importantly, these uooperative intermediaries have
effectively controlled loan delinquency (e.g., less than 10 percent) and have
mobilized approximately 3350,000 {n member pald-in capital.

This Swall Farmer Organization Strengthening Project will be the lynch-pin in
a serles of new initlatives 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 lmproving their Incomes and quallty of life and enchancing their
participation In the national economic malnstream.

1T, Project Description

A. Problem

Agriculture Is and will continue to be the most 1important sector of the
Honduran economy. At present lt !  cctly contributes over 30 percent of the
GDP and is responsible, indirectly, for an additional 20 percent through the
relationship of food commodities to industry and manufacturing. The sector
accounts for two-thirds of the forefgn exchange due to exports and eumploys
over 60 percent of the country's economically active population. While the
agricultural sector has the human and physical resource base to generate
sufficlenL food to satisfy both domestic demand and provide a surplus for
export, increase smill farmer {ncome, and contribute significantly to growth
of the economy as a whole, a complex of impediments severely constrain
realization of its potentlal. Critical among the luwpedlments 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 production
and productivity.

Thig 1l{mlted access Iz, In turn, reflective of the defliciencles exhiplited 1in
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, defieclently trained
technical staff, and serlous budgetary and logistical support prohlems,
combine to severely constrict lts outreach capabllity. The Mission's best
estimates suggest that less than 15 percent of the country's farmers are
recelving asslstance from the public sector extension service.

The Honduran Instlitute for Agricultural Marketing (IHMA), 4 seml-autonomous
dependency of the Miniatry of Natural Resources, Is charged with the
responsibility of orchestrating tuo sale of baslc grains. 1In spite of

cont Lnued support from the Natlional 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 burcaucratic and drawn out, often resulting
1n 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 inefficlencies of cumbersome public sector bureaucracy.

Finally, as noted above, BANADESA {s 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 hasg had

limited success in reaching the small farmer population. It is generally
recognized that not more thau 5 percent of growers in the country have benefit
of credit recources.

B. Amendment Components

1, Institutional Deve lopment

This Amendment will support a ma jor effort to upgrade the administrative,
management , planning and capital formation capabilities of the farmer
Intermediary organizations. Tt will also facllitate an expansion of the
service delivery abilities of the (ntermediary affillates' to address the
access problems which have inhiblted the growth and productivity of the
agricultural sector. In addition, a stabilizatlon component will Inject new
capltal into these intermedfaries to provide for financial stability while the
Institutional strengthening process is underway. This institutional
strengthening effort will be 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 an¢ equity financing) to stablilize thelir affiliates
and to promote investment and production opportunities within the sector,

Five national intermediary organizations, representing large numbers of small-
and mediur-size farmers, have been fdentified 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.
Luring the intensive review completed in early 1985, all flve were analyzed
to: (1) identify overall economic potential of eachy (2) evaluate service
deltvery mechanisms; (3) analyze financial and institutional structures; (4)
outline the potential for new services; and (5) suggest policy and operatlonal
changes required for enhanced dellvery of services, While they hold promise
for providing a vlable alternative ro the ineffective existing public sector
system for delivering services to farmers, all the organizations were
euncountering different degrees of structural and financial difficultles.

Siuce the completion of the review and due Lo a lack of remedial actions, the
ti.ancial and operational situations of these intermedlaries has continued to
ae-erlorate. The treatment of these difficulties will require a mix of
lMueancial and technical support unique to cach organization.
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The intermediarles partlecipating in the Implementatlion of this amended froiject
are analyzed below. They are representative of both the cooperative movement
and the peasant associations existent in the country., The older Institutions
(e.g., the Credit Unfon and the Coffee Cooperative Federation's) will requil.
organlzational changes, policy modifications and financial stabilization,

They do possess professional personnel and are accustomed to using
businesslike practices In thelr operatlons. hevertheless, thelr policy and
service delivery programs have not kept pace with an Increasingly difficult
economic climate,  The newer organizations (e.g., the campesiro associations)
are less famillar with economically-sound service delivery, and will need a
more complete Institutional development effort to introduce policles and
programs to revamp their organlzational structure, thereby enabling them to
more effectively provide theiy constituencies with the required services, Tt
is the Missfon's judgement that the revitalization of these organizations 1s
the most expeditious way of reaching the Honduran small farmers, both those
growers who are currently members of cooperative or assoclation affiliates, as
well as independent producers who once attracted by the success of the
Project, will join one of the existing movements.

2. Particlpating Organizations

The Honduran cooperative movement began in the early 1950's and has grown
slowly to a present total of 771 cooperative organlzations legally register ol
by the Government. These coopera.! os provide services to approximately
113,000 Hondurans. They operate in both the rural and the urban areas of the
country, and are active in agriculture, savings and credic, forestry, housing,
transportation, industefalizatlion and fishing. The agricultural sector i{s the
largest component of the cooperative movement -- accounting for more than 50
percent of the exfsting organizations. The cooperative intermediaries
Identified as possessing the polential for inclusion in the Project are the
Honduran National Credic Union Federation (FACACH); the Honduran Federation of
Coffee Cooperatives (FEHODCAL) and the Union of Apgrfcultural Service
Cooperatives (UNIOCOOP).

a, The Federatlion of Savings and Credit Cooperative
Assoclatlons (FACACH)

In terms of capltal and total membership, the GCredit Unlons af fi{llated to
FACACH are the most Important cooperative organizations fn the country., This
national credit union system currently scrves more than 39,000 individuals and
over {ts eightecn year life, the Federatlon has evolved into an association of
89 afftliated credit unions with assets totalling L 19.2 million (U,S.$ 9.6
million), F{gure 2 shows the Honduran credit union movement 's grawth in key
membership and financlal indicators for the 1966-1984 period.
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Figure 2

NATIONAL CREDIT UNION DEVELOPMENT INDICATORS

(Monetary Data in Thousands of Lempiras)

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 aud refinanced with the Honduran Coffee Tnstitute
(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 lmpor tant
cooperative entity, the Government decided to have the Federation absorb the
losses of 1its affiliates rather than declaring the sector bankrupt. While the
reasons for this declision are understandable, the debt servicing obligation
placed upon FEHCOCAL constituted a signiflcant cost-added to every bag of
coffee processed. This, in turn, contributed to the deficit operations of the
Federation and its inabllity to provide the much needed assistance, both
financial and technical, to the affiliates., A similiar deflcit financial
sltuation exists among the ma jority of the cooperatlves 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 interventlon has not succeeded in
reversing the financial deterioration of the Federation and additional losses,
again resulting from bank-financed price speculation, have resulted from its
1986 export operations.

The Federation's affiliates also ecxperience organlzational, pnlicy and
management problems in addition to their debt obligations. These difficulties
are directly attributable to antiquated administrative struetures and
deficiencies in the quallty ot professlonal management which, In turn,
constrain FEHCOCAL's capacity to attend to the needs of its constituents. The
recent decline in coffee production, attributable to the entry of "coffee
rust”, is an example of the negative impact which the Federatlon's limited
technical capacity has on its members. The absence of technlcal asslstance Is
retarding farmer ability to iesolve the dlsease problems which are
contributing to a decline fn p -oduction. The decrcase I[n ylelds is making it
more difficult for the growers to pencrate the {ucome needed to repay thelr
outstanding obligations.

The Institutlonal analyslis of the Federatlon and its affillates compl eted
during the 1985 intensive review concluded that FEHCOCAL has the potential to
become a viable vehicle for proviston of Intermedlary services. Indeed, prior
to the financlal losses Incurred in the 1970's, It was one of the few
dependable sources of services avallable. At this time, however, a series of
tundamental changes must take place. Flrst, the financial situation of the
coffee cooperative sector is severcly constralning its operatlons. The
Federation and its affiliates require preater amounts of working capital to
lncrease the volume of coftec purchased from members. Second, the drying
capacity of the Federatlon (s less than adequate, resulting in greater costs
of transportation and lower quality coffee. Accordingly, the drylng capacity
nf the Federation must he Increased, storage capablllty cxpanded, and
proucessing costs lowered to i{mprove price competitiveness. Third, coffee
storage facilitles must be improved and qual{fled as “"authorlzed warchouses”
bv the GOH., If taken, this measure will result {n an increase in the
gusrrerly export quotas asslgned Lo the cooperatlves and, by extension, to the
me ap - FEHCOCAL., It will alao help ratlonalizc the marketing
"fmlnate or reduce speculat{ion among the cooperatives, and increase
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through which other similiarly organlzed cooperatlives 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 affillates
with marketing, technical and flnancial information;

(3) execution of periodic audits of the financlal records of the
cooperatives;

(4) facilitation of actions required to obtain import/export permits, and
arranging for all other ltlcenses and documentation;

(5) provision of llaison services among the cooperatives and between the
coops and the GONH, private Instltations and International agencies;

(6) arrangement of training and technfcal assistance activities; and

(7) provision of financing and/or assumlng equity positions within its
affiliates to resolve short-term financial problems and to promote
their continued development.

An evaluation of thls cooperative development effort was completed durlng the
1985 intensive review. The rescarch ldentified a series of management and
fiscal problems that are affecting the ability of these four cooperatives to
become independent, self-supporting intermediarics. The two export-orlented
groups experlenced a disastrous warketing cycle in early 1985 which resulted
in a severe financial serback. The evaluatlion revealed a complex of factors
(e.g., unprecedented early eutrance of Mexico Into the U.S. winter fruit
market , unusuallv inclement weather fo the U.S. which frustrated produce
delivery, and poor management) that contributed to the economic reversal,
However, the evaluation further pointed out that all four organizations have
adopted sound financial grow. h policles, have {uplemented appropriate
management systems and ave pr.riding i relatlvely adequate range of quality
services to thelr constituents. The net vesult of these policles and actions
is that on-farm productiviry of participiting members has Increased. Much
smaller marketing losses were again incurred durlng the 1985/86 cycle, and it
145 become apparent that zreater eofforts at crop diversificacion and

exper lmentation must be undertaken before addittonal credit s provided to
small farmers of non-traditional ¢zporc crops, partlcularly given the high
fnvestment costs per manzana and the volatlle and high risk U.S. winter market.

lhe Mission judges that the difficaitics encountered by the two export groups
in the recent marketlag cycle, while vowprising a hard “"lesson to be learned”,
provide a valuable base tor charting a corrective conrse of action for the
future. Although the advances the coops have made to date are significant,
the evaluation clearly indicated that there 1s room for further Ilmprovement.
For example, to facilitate the manapewcnt planning process, a mechanlism to
track participant yleld and prodactivity requires an upgrading of the
extenslon cadre and the Introduciion of woleting servlices. Flnancially, all
£y cooperatives must expand the volume f thelr operations, particularly
those income geaeratling services (e.p., bigmt supply, credlt and mar ket ing)
which will enable them to attain economle sell-gufffciency. Although the two
oo prato-oriented cooperatlives are relatively stable, serlous financtal



problems exist within the two agro-export organizations. Both will require a
new infusion of capital to contlnue operating., With some modification in
their operating policles and the assistance to be provided by the Project, the
two basic grain-orlentad cooperatives will attain economlc seli-sufficiency in
the near futura. FEven though the financial stabillity of the two export
commodity coops i1s mcre distant, 1t Is the Mission's opinion that with the
inputs of this initlative, they will achieve self-sufticiency by the end of
the four-year funding perlod.

In addition to cooperatives, Honduras ls unique in Central America because of
the large number of poiftically active and relatlvely well-organized peasant
associations. Egtimated membership of the three major peasant organizations
i1s approximately 55,000 {ndividuals, 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
gsocial services are considered by the leadershlp to be crucial to
organizational success, 1In general, these Institutions have been relatively
guccessful in obtaining land, but development of effective commodity
production and marketing programs for their constituencies has been, to date,
beyond thelr capacity.

d. The Federation of Agrarian Reform Cooperatives
( FECORAH)

FECORAH was organlzed in 1974 and {s the only peasant associatlon possessing
legal recognition under the Honduraun Cooperatlve Law. FECORAH's affiliates
consist of ahout 200 cooperatives and pre-cooperatives (1.e., collectlve
farming units) and total membership {s 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 agrlcultural
production and ownership. During lts Inittal years, FECORAH recelved
substantial support from the GOH, including operational subsidies from the
Natlonal agrarlan Tnstitute (INA), to finance service to membership
initlatives. TIn spite of this, it has not been able to develop the cervice
programs nor the income mechanisms whlch would ensure eventual Independence.
Tn an attempt to enact income generating activitles, FECORAH organized seven
Regional Service Centers throughout the country. Only three, however, are
operating at thls time and they provide a Limlited range of services to
affiliates.

The analysis of FECORAH conducted during the 1985 jutensive review indicated
that, to the extent that the Federation has been able to obtaln support from
the COH (e.g., the National Development Bank, the Natlonal Agrarlan Institute,
the Ministry of Matural Resources), 1t has been effective. However, severe
limits on financlal and human resources and an overdependence upon the GOH
have inhibited FECORAH from taking steps to obtain self-suffliciency. To
achieve financial Independence FECORAH must undertake a serles of significant
reforms. A policy reorlentatlon Is In order to help the Federation to focus
on furnishing economlc services to lts members while simultaneouslty
de—emphasizing its concentration on land acqulsition, provlsion of legal
services and other areas of traditional f{nterest. The professional cadre,
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3. Summary Status of Intermediary Organizations

In mid-1985, a matrix, (Figures 3 and 4), comprised of financial status,
member ship base and services provided, was developed to determine the
technical assistance and financial mix needed to stabllize the intermediaries
under consideration. Although the matrix indicators have changed during this
past year, only the FEHCOCAL and the two agro-export model cooperatives have
experienced significant changes and it does provide an accurate plcture of the
problems facing each of the Intermediary organizations at this time. As
Figure 3 demonstrates, all of these institutlons are experiencing significant
financlal difficulty. 1In the cases of FECORZH and ANACH, the net income shown
was a result of dues or donations, since nelther institution possesses income
generating capabilities. The membership base of each institution varies
widely from a low of 1,449 members to a high of 39,104 members. There is
little correlation, however, between the number of members served, the range
of services offered, and the financial strength of each institution. In the
area of service delivery, FACACH and FEHCOCAL both provide the widest range of
gervices, from credit lending to fnput supply and marketing (note: FEHCOCAL
gervices have been reduced significantly). FECORAH and ANACH offer a rather
limited scope of services which are focused upon such areas as obtaining land
and legal representation. The four mode] cooperatives are primarily involved
in the production and marketing of baslc feed grains, cucumbers and melons.

As noted previously, each of the flve intermediary organizations posses the
potential for developing into viable service delivery mechanisms, however,
they are all encountering significant institutional and financial problems.
The technical asslstance to the cooperatives and the training to their leaders
to be provided by this Project Amendment will enable the intermediary
organizations to overcome their administrative constraints. The debt
restructuring and stabilizatlon financing, complemented by the new credit
resources furunished by the Project, will assist the farmer organizations to
resolve thelr fiscal difftculties. This technical and financial assistance
will eventually be provided to all of the umbrella organizations, as well as
to mst of thelr affiliates. All lnvestments will be preceeded by feasibility
analyses and a controlled expanslon or risk reduction strategy will guide the
development of the Project at all tlmes.
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Figure 3
COMPARATIVE MATRIX ANALYSIS
CURRENT STATUS INDICATORS(Lempiras) - 1984
INSTITUTIONS FACACH FEHCOCAL UNIOQOOP FECORAH ANACH
Pvancma ] '
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 Of fered By Intermediariy Organizations

INSTITUTIONS FACACH FEHCOCAL UNIOQ0O0P FECORAH ANACH
SERVICE OFFERED

CREDIT X X X

INPUT SUPPLY X X

DOMESTIC MARKETING X X X

EXPORT MARKET ING X X

TECHNICAL ASSISTANCE X X X

LEGAL ASSISTANCE X X X X
REPRESENTATION X X X X X
ACCOUNT ING X

SAVINGS X

INSURANCE X

PRODUCT PROCESSING X X X

PRODUCT S TORAGE X X

SOCTAL PROGRAMS X X X X
COOP. ORGANTZING X X

NWBER OF SERVICES 12 11 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 Financlal 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 financilally;

3. a minimum of 55 farmer organization affillates organizatlionally
restructured and financially stabilized;

4, approximately 2,000 production credit loans, totalling over $8.0
million dollars, dishursed to small scale growers;

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

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 tc implement the Project. Five
additional long-term techniclans (i.e., experts In flnance 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 thelr
efforts on organizational development, financing, marketing, commodity
production, and extension as indicated by the clrcumstances affecting each
specific organization.

Three person years of short-term technlcal assistance ls contemplated to
complement the long-term advisors. The short-term T.A. will include experts
in such fields as Agronomics, Cultural Anthropology, Ecornomics, Commodity
Procurement, Insurance, Marketing, Data Processing, etc., and will be applied
as needed.
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The training component of the Project calls for a combination of long aud
short-term training for up to 30 individuals from the staffs of the
participating intermediaries. Topies for study will include Farm Management,
Organizational Development, Credit, Finance, Marketing, Extension and
Accounting and will take piace at U.S. enlversities and agri-business
enterprises, a; well as in-country. Candidates will be nomlnated by their
"home" institution, and processed by USAID in accordance with normal
procedures as nacessary. Training will be financed by A.I.D. grant funds,

Commodities such ac vehicles, office equipment and materlals, aad other
logistlica! support items will be procured under the Project. The commodities
will be distributed among the principal implementing entity, the Financial
Development Fund, and the five Intermediary umbrella groups —-- UNIOMOP,
FACACH, FEHQOCAL, FECORAH and ANACH. They wlll be used to support the members
of the technlcal asslstance team and the staffs of the participating
organizations to execute thelr assigned responsibilities, These items will he
financed by a combination of A,1.D. grant and GOH counterpart resources.

The financlal stabllization component of the Project will total approximately
412.6 milllon and will be provided from the speclal local currency account as
a portion of the GOH contrlbutlon. As described in Section ITI, it will be
used to stabllize the fiscal position of the participating Intermediaries
through the use of a complex mix of financlal tools. A final ioput of O
counterpart funds (totaling approaiuately $6.4 million) will be utilized to
provide operational support grants to the Financial Development Fund, the
DIFOOOP Project Administrative Unlt, and to the participating intermediary
organlzations.

Approximately $8.5 mllillon In A.T.D. loan funds will be applied to provide
medium~term investment credlt to participating cooperatilves and short-term
production credit to thelr members. These resources will be channeled through
the trust funds to be managed by either the private banks or the FDF. 1In all
cases, the CBH will assume the foreign exchange risk for the loan.

E. Project Particlpation

1. Implementation Strategy

Project implementatlon wiil be guided by a controlled expansion strategy
according to which the appllcation of project fnputs will be phased and the
number of organizatlons, both at the national and affiliate levels, will be
gradually increased. Throughout, expansion will proceed only after a
consolidation of established successes.

The flrst phase of Inputs will focus on the administratlive reorganization of
intermediaries at the national level. At the outset of the Project, all five
umbrella organizations prevliously analyzed, and any newly identifled
Intermedlaries, will enter into a formal agreement with the Financial
Development Fund specifying the prerequisites that must be met by each
intermediary to quallfy for full participation. The entrance requirements
will emphasize the adoption and implementatlon of sound, businesslike
management procedures and policies. In general terms, the criteria will
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inclvde: (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 benchmar ks, and to
ensure compliance with the Project's participation criteria. The agreement
will also specify the tlme period each intermediary will be awarded to
institute the required t~forms.

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 1s 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 detalls of the
agreement between the FDF and the participating organization appear in Section
I11.4.c.

It must be recognized that the five Intermediaries currently enjoy different

levels of institutional development. Moreover, It 1s anticipated that they
will proceed at different rates In undertaking the required organizational

modifications. As can be seen from Flgure 5, it 1s anticipated that UNIOCOOP
and FACACH will rewuch the stabilization threshold in relatively short order --
six months after the Initlation of the Project Amendment. Both organizations
are recelving technical assistance under other A,T1.D. financial programs and
are making measured but constont progress with the installation of modern
management systems. In contra:.t, the complex of difficulties being
encountered by ANACH, FECORAH, and FEHOCAL is Ffar more serious, requiring a
ionger period to adopt and put into practice the needed changes.

FLGURE 5

Anticipated National Level Intermediary Institutional Reorganization Rate

6mo. 12mo. 18mo. 24mo. 30mo. 36mo. 42mo. 48mo .
UNIOCQOOP
FACACH
FEHQO CAL
FECORAH
ANACH

As a particular umbrella entity implements the recommended structural changes
and thereby reaches the eligibility threshold for full project participation,
the focus of techinical assistance will shift to the affiliates of that
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The FACACH institutional analysis of the original PP concluded that the
Federation is clearly the institution of choice for servicing the wholasale
credit needs of credit unlons and thelr members in rural Honduras. FACACH 1is
the strongest natfional coopuratlive intevmediary organization, and together
with its leadinp credit unlons, has the potenttal of hecorlng an integrated
natlonal financial system scrving rural areas and their agricultural and
production credft aeeds. ‘However, it must undertake organizatlonal
adjustments and veorlent fts services and development programs to effectively
gerve its constituency. VFor example, ft must address severe iiquidity
problems caused by vrecurrving operating losses, loan daelirquency and a
long~term, refinanced loan portfolin. Furthermore, there ts a need to install
a centrallzed financial managemeut capability, enhance the technical capacity
of 1ts middle manayencnt start, and formulate Ilmplementation stracegles whioh
focus on a rational achlevement of objectives and management procedures which
emphaslze personnel accountabllity for achieving targets and goals, TFinally,
FACACH must concentrate on serving the financial nceds of its alfiliates aud
desist from becoming fuvolved 1n non-credit 'mfon development projects which
sap the Fedevation's flnancial and human resources. The Institutlonal
reorientation effort Is vital to FACACH's continued growth and stability, and
1t i3 this which will be addressed by this Amendment.

b. (he " onduran Federatlon of Coffee Cooperatives
(FFACOCAL)

Coffee exports are second In Impocrtance to the Honduran economy (i.e., 23.13
percent of exports Iu 1984)., They represent 5.7 percent of GDP and generated
42,7 midlton Lemplras In export taxes in 1983/84. It is estimated that there
are approximitely 49,000 coffee producers In the country, the vast majority of
whom (90 percent) arve small- and medium-size growers with farm sizes of legs
than ten manzanas. Productlvity is the lowest in Central America and on
approxlmately 47.7 percent of the coffee producing areas, ylelds and quality
are declining dur to a combination of disease problems (e.g., coffee rust) and
the use of poor technologies in both production and processing.

FEHOOCAL was orgonized In 1969 and was unt 1l 1985 the largest single < xport ev
of coffee In Hionduras. FEHCOCAL and {ts 28 affillates reprasent approximately
7,300 coffee producers, and they have provided growers with technical
asgistance, taput sappl les, processing and marketing services, and some
IMmited short -term credlt. Although {n the past It was relatively efficient
in its markecing operations, losses Incurred In recent years have severely
constralned services to afffllates. The fmpact of overwhelming debt service
obligations on earned Income has frustrated the Faderatlon's effort to mount a
succegsful extenslon program, and at present its operatlons have been
virtually taken over by creditor Institations.

In 1985, the Federation and 1ts atfillates attempted to recover from the
severe flunanclul lnsses incurred durlng the cof fee marketiug cycle of

1977/78. During that perfod, speculation in coffee futures was quite common
among cof fee producers and exporcers fn Honduras and, when the prices
collapsed, FEHCOCAL, {ts affiliates, and many coffee producers {ncurred losses
totaling over 1, 15 mllifion.
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organization. At this point the iustltutional modification process will be
repeated. The FDF will develop Institutional profiles of a selected proup of
intermedlaries to determlne the specific changes in pollicles, stiuctures, and
procedures that are required. With the concurrence of the correspondent
umwbrella group, the FDF and each affi{lfate will enter into a form:.l agrecment
to design and install a speclfically taflored trecatment package.
Implementation of the package will quallfy the affillate for full project
participation., Again, such parcicipation will be governed by a second
contract hetween the pFund and the afflliate. TIn keeplng with the contrelled
expansion strategy, cnly a small number of affilfates of a given national
organizaticn will be addressed at any one time. The treatments will take
place in six-month intervals heglnning six months after the initiation of this
Amendment. The process wili he dynamlc -— once the first set has achieved
instltutional equilibrium, the T.A, effort will concentrate on assisting o
second s8¢t which, 1n turn, will be followed by additional sets during
subsequent tntervals. TFigure 6, below, deplcts the process of "phasing In”
the affiliates and demonstrates that by the cnd of the four-year funding
period, 55 groups will have belng treated.

In order to enhance the probability of Inftial success, and thereby generate a
“multiplier” factor for potential participants, the affiliates of earh
intermediary wi'l bhe vank ordered on the basls of proximity to possessing a
gound administrative structure and effective operating procedures. 'The
afflliates with the highest ranl’ i o will be addressed flrst while lower rated
groups will recelve subgsequent attentlon. For example, on the basis of
successful fmplementatlon of constituency savings mobllizatlon campaigns, the
FACACH cocperatlves in Choluteca, Rio Grande, Yoro, and Corquin are the most
advanced of the Federatlion's units and will be included In the first FACACH
affiliate set, Similarly, the coffee coops in Trinidad, Comarca, Santa Ana,
and Santa Barbara exhiblit the basls of sound management and of fer relatively
more potential than other coffee cooperatives and most probably will be
fincluded In the first FEHCOCAL groups.

FIQURE 6

AFFILIATE PHASE-IN SCHEDULE

6mo . 12mo. 18mo. 24mo. 30mo. 36mo. 42mo. 48mo. TOTAL

UN IO COOP 5 (1)* (2)* (2)* 10
FACACH A 5 5 6 20
FEHOOCAL 4 4 5 13
FECORAH 1 2 3
ANACH 5 4 9
TOTAL 55

*Anticipated growth UNIOQOOP afflliate memberships.
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2. Financial Stabilization

As noted in Section III.F., the financial situation of the intermediaries,
especlally 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 farmers, they must aot cnlv undergo organizational
restructuring, but also become financlally stabilized. Mission personnel and
host country counterparts have considered the use of a complex mix of
financlal tools or approaches to bring about financial normalization of
participating farmer assoclations, including: Lliquidation of affiliates
and/or elimination of non-per forming assets} debt moratoria or forbearance
conditions; debt restructuring through deferral of interest or principal
piyments, the consolidation of creditors, and a general rescheduling of loan
commitments; possibl. principal and interest buy-downs; the use of loan
guarantees; and equliy 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
determination or selection of financial vehicles and strateglies will be made
on a case-by-case basls as each umbrella and affiliate 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
4ithin FACACH. The financlal resources that will be used by the FDF to effect
the stabllization 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 tund's annual budget submnission. This capitalization will
constitute a counterpart contribution of the Goverment in support of the
Project.

a. Al ternative Strategies

(1) Affiliate Liquidation and Tiimination of
Non-performing Assets

In some situations it may be found that the stabilization procegs within a
Federation or intermediary can best be served by the elimination of

non-per forming assets and/or the liquidation of affillates which lack the
economic potential to become viable, self-sustaining intermediaries within a
redasonable period of time. 1In brlef, the costs of the financial stabilization
effort (i.e., restructuring and recaplitalization) 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 exlst or be severely constrained;
restructuring agreements may be {mposslihle to attain with cooperative members
and leadership, etc.. In such situations, the Fund may require the
Liguidation of such an affiliate, or {ts merger with another stronger
institution, as providing the most effective means to achieve institutional
financial stabilization.



~25

Similarly, an intermedlary may possess asseis which are non-performing or
which generate losses to thelr operatlons. ixamples of such non-per forming
aggets may include agricultural machinery, processing facllities, excess
Storage capacity, etc.. Tn such instances, the FDF may require that an
intermedlary [iquidate non-performing assets as a precondition to obtalning
access to further stabilization asslstance from the Fund. 1In all instances,
the FDF would comnplete an in-depth analysis of the incermediary prior to
determining the degree to which such agsets mist be liquidated.

(2Y Debt tloratoria or Forhearance

The purpose of a debt movatorium or "freeze” of oblipgations is to temporarily
relieve a floanclaliy stressed fnstltution from the financial obligarions
assoclated with excessive debl.  Such moratorla are a temporary conditfon
designed to maintain asset values during the period of time that the creditor
and the debtor Instttutions are negotlating a solution to their outstanding
financial problems. [n effect, 1t fs a postponement of Impending foreclosure
whlle the negotlating process {s underway.

Within the Projert, moratoria or forbearance situations will be voluntary
conditions In whih the creditor Institutlon agrees to work with the borrower
to exhaust the varlous strategies that could he used vo improve the quallty of
a loan., These strateples may include restructuring the debt, scallng-~down or
deferral of principal and Inter... payments, or consolidating creditors., This
process would require creditor willingness to work more closely with the
debtor institutlon 1n seeking mitually acceptable solutions to financial
problems. The FDF would actively participate and assist creditors and debtors
In improving the serviceablility of ontstanding obligatlons and in reaching an
agreement on a leng-term solutlon to the exlsting financial problems.

(3) Debt Restructuring

In general, the debt restructuring approsch will be applied in those Instances
in which the complete financial condition of the institution in question is
relatively sound (i.e., the financial analysis must indicate that, »fter
consideration of total assets and liahllities, the entity can project a
positive net worth). The purpose of the restructuring wiili be to wmake pavment
of the debt manageable by: (1) consolidating the number of creditors; (2)
extending the repayment period; (3) deferring Interest or principal payments
for a designated period of time; and (4) adjusting the interest rates downward
to reduce the debt service burden.

(4) Principal and Interest Write-off

A princlipal or Interest wrlte—off refers to a reduction or ellmination of a
portion of an outstanding obligation. Such write-downs will require
negottation with creditors, since it represents 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 12scheduling 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 proecess, 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, 1f combined with other actions
designed to reduce debt obligations or increase institutional cash flows, they
can effectively contribute to the financial stahilization process.

(6) Equity Participatlon

Equity financing ur participation will be applied in cases Involving the
bankruptcy or near bankruptcy of the intermediary or, in situations in which a
creditor is unwilling to restructure outstaudlug intermedlary obligations.
Under this stabilization apprnach, the FDF will negotiate with an
intermediary's creditors the ¢. ncellation of the outstanding obligations at
discounted or reduced rates. This negotlation process will be proceeded by
the completion of a formal contract between the pirticlpating intermediary and
the Fund according to which the debt of the intermediary will be purchased by
the FDF and converted tn equity shares. This equity Investment 1is likely to
take the form of preferred share capital, certificates of deposit, or special
stabilization reserves, the mode belng dependent upon the problem being
addressed and the need to operate within existing legislation. In all cases
these new equity investments will be llnked to fntermediary acceptance of Fund
partlclpation in its {uternal operations. As in the case of Fund lssuance of
loan guarantee's to creditors, great caution will be necessary in the use of
equity flnancing to stabilize intermediary organizations.

3. Financial Stabilization Contract

All of the financial stabilization processes will center on a formal contract
between the intermedlary and the Financial Development Fund (FDF) specifying
the cesponsibilities of both partles. In cases involving the debt of an
ambrella group, approval of the generaf wembership will be required prior to
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slgning the agreement to ensure binding legality. In instances concerning an
affiliate, appraval of the affiliate's membershlp, as well as agreement of the
umbrella organization, will be requisites for signature. In all cases, the
fntermediary, national entity or affiliate entering into the contract will be
liable only for its proper debt; It will incur no responslbility for the
outstanding obligations of other units of the same Federation, Assocliation, or
Unton.

Under the debt restructuring arrangement, the FDF will negotiate with
creditors the degree to which {t will assume an {ntermediary's outstanding
obligations or assist in thelr repayment. It will possess the abllity to
provide a creditor with 4 "repayment guarantee” in veturn for a restructuring
or write—off of a4 portlon of the obligation; or, In extreme situations, It may
become the holder of the {utermedfiary's outstanding debt in 1ts entirety.
Under a complete debt assumption scenarlo, the FDF will negotiate the
cancellation of the intermediary's debt with the creditors. 1In 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. 1In return for assuming the debt from the creditors, the Fund
will have veto power over any management decision or practice by the
intermediary that does not comply with administrative procedures required for
full participation In the Project. Tt will also have first call on dividend
payment or other earnings generated to retire the debt (it may agree to s
ret irement on a non—accrulng bar’ 1, and approval authority over the
organization's operatling plans and budgets.

For itg part, the Intermediarv will agree to retirement of the debt through a
alnking fund arrangement that will take Into account fluctuations in earnings
resulting from varlations in production levels among crop cycles. The sinking
fund will assure the FDF of a contlnuous flow of repayment monies and require
the intermedlary to amortlze 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., Additfonally, the Intermediary will agrece to continue to
implement the required managerlal procedures and operating pollcles. 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 1s 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
talilored to the specific circumstances of the subject Intermediary.

A gsimilar formal contract procedure will be followed in cases requiring equity
financing. FDF equity participation differs from the debt agsumption scenario
in that the Fund will take an equity position in the (ntermediary 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. lnder 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 declisions or practices that are not in
compliance with the Institutlonal 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 asgure 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 operatlion.

4, Suspension - Disqualffication

To reinforce achievement of the Project Purpose, the creatlon of
institutionally and financially stable intermediary organizations that will
serve as viable mechanisms for delivering services for small farmers, the
FDF-intermedlary contracts will also contaln sanctlions should an Intermediary
not comply with the terms of the agreement. Non-compliance will be Judged
against two standards -— fallure to continue to implement the administrative
reforms (e.g., capltallzation policfes, strict Lnternal credit policles,
stringent accounting procedur-s, and upgrading professlonal staff quality),
and failure to observe debt or ~quity 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 cf new credit
resources). In Instances Involving refinancing, dlsqualification will also
entall debt retirement at accruing (rather than non-accruing) Interest rates.
The process of employing the sanctions will be multli-staged. 1f, 1in carrying
out normal monitoring activities, the FDF dliscovers deflclencies In
intermediary performance relative to either of the two standards, the Fund
will formally place the subject Institution on notlce and speclfy a prudent
time period within which the adjustments mudt be made. 1f the correctlons are
not made by the assigned date, the FDF will suspend the intermediary and
advise that complete disqualiflcation will go Into effect 1f the remedial
steps 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,

*As wlth 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 Implementatlon.
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5. BANADESA Particlipation

The National Agricultural Development Bank (BANADESA) will have a role in the
Project due to its historically predominent role in agricultural lending, and
the likelthood thac the Bank is one of the major credlitors 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 stabil{zation or debt restructuring process is undertaken,
and, a Project sirategy has been designed that will ensure a positive and
supportive role for the Bank within the Project.

Historically, BANADESA has nised two different sources of funds for
Intermediary flnancing, it's cwn capltal and a series of trust accounts, As
FDF negotiations to stabilize participating {ntermediaries financially are
undertaken, both Bank capital and fiduciary trusts will be affected by the
debt restructuring agreements sought by the Fund. Al though a few
Bank-financed intermediaries are current in their accounts, rhe majorfty are
either delinquent or have becen artificially refinanced under unrealistic
repayment terms,

Negotiations ar¢ underway with BANADESA to determine its willingness to create
a speclal trust account (fideicomiso) to capture the reflows of FDF resources
that are used to retire lntermeg{:?;‘ohltgations. The proposal under
digcussion with BANADESA would permit this flduciary trust to be capitalized
by the retfrement or cancellation of obligatlions undertaken by the Financial
Development Fund. Tt is further belng proposed that this trust fund would
relend to Intermedlary organizations under the same terms as those to be used
1n the lending operations of the private bank trust account(s) described in
the following section on Agricultural Credit (ITL, F.). The Financial
Development Fund (FDF) will assist the Bank in developing eligibility
criterla, provide it with access to technlcal assistance, and work Iin close
coordination with it throughout the life-of-project.

F, AGR TQJLTURAL CREDIT

1. Credit Strategy

In an effort to alleviate the credit contraction problem discussed in Section
I11, and to increase the provision of flnancing to growers through
particlpating farmer organizations, the Government of Honduras (GOH) will
establish a trust account mechanism within the Central Bank of Honduras (CBH)
using the $8.5 million {n A.I.D. loan resources to be provided by the
Project. The Central Bank will be responsihle for the forelgn exchange risks
and the repayment of the loan. The trust account(s) (fideicomiso) will be
managed by the private banking system in coordination with the Financial
Development Fund (FDF) 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 emphagizes Intermediary use of businesslike
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criteria to guide service delivery (i.e., competitive pricing of services;
ma{ntainance of up-to-date accounting and budget controls; use of qualifled,
professional personnel in management; etc.), and, adherence to the principles
of strict lending policies, member capltal participatlon, and reserve creation
agalnst contingencles, These principles are considered basic to the
Institutional development process and to an eventual attainment of flnancial
self-sufficiency and institutional independence. Additional criterla which
will be used to determine credit ellgibility include:

1. Financial viabillty of projects to be flnanced;

2, Legal recognlition as an intermediate service fnstitutlon;

3. Previous credit history;

4. Demoustrated management capabilities and effective member service
programs;

5. Operational policles consistent with economic health;

6. Ability to repay and,
7. Coherent {nvestment strategies, including mixed portfolios,
marketability of member productlon, adequate infrastructure, etc.

The Financial Development Fund (FDF) will provlde the private bank (s) which
are managing trust account(s) with a "Certificate of Eligibility" for each
Intermediary seeking access to flnancing.

The credit component of the Project ls complementary to the institutional
development process, In addition to the goal of Increasing the flows of
credit to the agricultural sector, the provislon of financing 1s closely
linked to the capltal formatfon process of the participating Intermediary
farmer organizations. The introduction of sustained and obligatory member
capitalization programs within the intermediaries is a prerequlsite to loan
approval . Credit approvals throughout the intermedlary system will be linked
to the capital participatlon of the borrower in his local organization or
cooperative, and the total equlty situatfon of an Intermediary will be used as
collateral against non-payment. Inwill{ngness 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 requlired to
participate in the capltal development of his Intermedfary 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 hls intermediary organization. Reflows from these
loans, after payment of Interest charges and administrative fee's, will be
retalned by the Central Bank and be reserved for future lending to new
particlpants in the Project. Private bank management of these trust accounts
will be renegotiated by the Central Bank on an annual hasis, and will be
subject to renewal following an analysls of results (L.e., quality of service,
reporting, fund managmen:, etc.), and an expressed willingness to continue
partic{pation.
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2. Private Bank Trust Accounts

The rationale of using private banks to manage trust accounts (fidclcomisos)
for onlending to intermediary organizations is to stimulate prilvate banking
community invclvement in small farmer lending without requiring the banks to
assume the risks of loan repayment. Past experience of the private hanks 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 lnvolved, it has resulted in a reluctance to lend for either production
or investment within the sector. Private bank management of a trust account
to fLnance rural Intermediaries will provlide a risk-free environment in which
the banks may view and evaluate the Project-sponsored institutional
strengthening and financlal stabilizatlon efforts. As banks begin to fee!
more secure about the loan management capabllities of an intermediaty, their
willingness to participate in agricultural lending may increase. A similfar
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.L.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 years of private bank lending and very high loan recovery
rates (approxlmately 96%), the b..is have agrced to utillize their own
resources Lo flnance 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 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; descrihe
supplementary services that would be provided to borrowers; and state the
management fee to be charged. Additional evaluation criterla to be used would
include bank experience in agricultural lending, national agency outreach,
demonstrated management ablillity, 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 quallfy for access early during
Project Inltiation. Once the Instltutional development process has begun to
accelerate, however, additional private bank involvement will be considered.
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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 intermedfary service packages;
the provision of technical assistance and training; the allocation of
institutional support grants; and the overall wonitoring of the development
process. In addition, the FDF will implement the financial stabilization
program discussed in detail in Section IIT.E,. The stabilization process is a
complex undertaking and will require unique skills 1in financial analysis, cash
flow projection, budgeting, finance, and debt restructuring strategles.

Currently it 1is expected that all credit (production and investment) will be
channeled through the private banking system uslng the trust account mechanism
discussed in Section III.F., and FDF participation in credit provision will be
limited to the emision of a “Certiflcate 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 trust account(s) would be 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 ifntermediary
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, approval 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. Tt is too early to anticlpate 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 World Rank financed credit lines (both
through the Central Bank, private, and public banks), we anticipate that at a
winimum, short-term credit to the ultimate borrower would be extended at, or
slightly above, current market rates, Such a strategy will permit greater
reserve creation and the administratlve/financial consolidation of the
intermediary institutions.

The following schematlc diagram suggests the likely interest rate distribution:
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FIRIRE 7

Illustrative Interest Rate
Digtribution

A. L. D.
2.0% to 3.0%
CENTRAL BANK
.57
TRUST FUND CAPITALIZATION
2,0% to 3,5%

FDF AND PRIVATE BANK FUND ADMINISTRATION
2,07 to 4.0%
INTERMEDIARY ORGANIZAT ION MARGIN
6.0% to 7.5%

MEMBERS

15.5% to 177%

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 vo 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 hiustory, the
amount of share capital possessed, access to technical assistance and markets,
and commercial viability of the proposed investment.



34~

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 asg 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 qualtfied {ntermediaries will be

negotiable. However, eligibility for access to these resources will be
determined by demonstrated financial management capability, member capital
participation in the intermediary, the quality of its short-term loan
portfolio, and ability to repay. Compliance with these eligibility criteria
will be ascertained by the FDF.

Since little investment lending 1is 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 -US AID /Honduras jolnt
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 lmpact that
GOH macroeconomic policies have had In constraining investment within the
agricultural sector. Presently, virtually no credlt resources are available
for medium and long-term lending except for special credit lines created by
international donors. Under the Jackson Plan, the U.S. Government has adopted
ambitious goals for its assistance to the Central American region, and the
stabilization and growth of the Honduran economy 1s a critical foreign policy
objective. Some observers belleve that in the light of the policy objectives
related to stimulating growth, special measures are required to further
promote investment. These measures ianclude either a reduction in the ceiling
on interest rates, acceptance of a slightly higher inflat{on rate as the cost
of increased private sector credit supply, or lncreased provision of targeted
credit programs with A, I.D. resources for medium and long-term investments at
laterest rates which reflect th~ long-term cost of capltal to the Honduran
economy rather than current austerity policles. Other ohservers 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 tn be applied in such
lending within the Project.

5. Appl ication 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 analysls to be undertaken by the private banks
managing a trust account will reduce the degree of analysis work necessary
within the FDF, however, such banks will be expected to ensure that
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intermedfary 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 will
include the following: (1) legal recognition of the Intermediate
organization; (2) FDF certification of particlpation in the Projecty (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 policles consistent with financial
stabillity. 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 extended
to the ultimate borrower at/or slightly above exlsting market rates. As
discussed, this will permit greater rescrve 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 expaud
technical assistance and training programs for members, and to direct resource
allocations toward the most appropriate technology use and invescment.
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

11 fe—of-project.

6. Credit Demand

The high yield commercial agriculture promoted by this initiative dewands
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 4250 production
cost of a traditional "manzana” (.7 hectare) producing between 5-8
hundredweights, increases to over $1,000 to yileld 25 to 35 hundredweights.
Corn's production costs go from $175 to $325 to generate a 172% ylield increase.

Four prototypes have been developed to analyze Project {mpact at the farm unit
level. Figure 8 illustrates, In terms of total gross costs, with project and

wlthout project scenarios per farm unit.

FIGIRE 8

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

(Lempiras)
W/0 Project W/Pro ject
Prototype Total Gross Cost Total Gross 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 orlented 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., {rrigation 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 thefir use in production
practices.

Also, some afffliates which meet Project selection criteria may not
qualify, at least initially, for existing credit programs. Although this
Project will make them commercially viahble, they are currently financially
insolveat, 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, thls component will also provide a specialized line of credit to
finance selected affflfates 1In their transition from insolvency to
commercial viability. An approxlmate estimate has been made of these
organizations' incremental credlt demand based on their historical needs
(see Tigure 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 {s 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 (PY2), complementing the financial needs of the
alflliates as they become elfgible to join the Project. Initlal Mission
analysis estimates new requlirements of ANACH, FACACH, UNIOCOOP and FECORAH
intermediaries at $1.7 Million (m) (PY2), $3 M (PY3) and $ 4 M (PY4), for a
$9.7 Million total,

FEHCOCAL has speclal credit needs. Tts cooperatives have access to credit
Iines 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, 1s not covered. This Pro ject
will support FRLHQOCAL's marketing infrastructure (dryers, storage,
processing) and services (post harvest credit needs). The credit component
allocates $600,000 to finance FEHOOCAL marketing sactivities.

The Project will limit its new credit support to $8 M or approximately 80
percent of their additional financlal requirements. Following the strategy
of controlled expanslon, credit dishursement has been estimated at $1.6 M
(PY2), § 3.2 M (PY3) and 93.2 M (PY4). This credit component, established
as a trust avallable to the afflliates as they joln the Project, will act
as a further inducement for reorganization. It will function on a "first
come first served" basis. The carlier an affiliate qualifies for project
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support, the sooner 1t can access this speclalized line of credit., As
thegse organizations become commercially viable units, a major emphasis will
be placed on assisting them to access exlsting credit lines,

In addition to the Coffee Project, the Msgsion and the GOH have established
or are In the process of establishing, a series of production and marketing
credit programs which will support the commercially viable organizatlions
and/or thefr affiliates. For example, a 47 M trust has been created with
BANADESA to supply production credlt to cooperatives. The Fxport
Development and Services Project will channel 324 M in credit assistance
for the production of non-traditional exports, and a $5 M line of credit to
import raw material and capltal goods for the production of non-traditlonal
exports., The Small Farmer Livestock Improvement Project (522-0209)
supplies cattle and credit to cooperatives. Besldes this pool of credlt
resources, the Interamerican Development Bank has made available $20
million for small producers, the World Bank has provided $45 million for
agricultural credit and the GOH has established a $15 million rediscount
line for baslc grains.

This Project will facilitate the integration of the participating
organizations into the formal financial aystem by focusing upon
institutional and policy reorientatlon which 1is expected to result in
credit-worthy rural {ntermediary organizations. As ncted above, the credit
component will only provide suppu.. while that linkage 1s established.

Mgure 9

ANNUAL PROJECTED INCREMENTAL GROSS COSTS FOR PARTICIPATING
FARM UNITS AND FEHCQOCAL

(Lp .000)

YEAR 2 YEAR 3 YEAR 4
UNICOOP 800 1,150 1,400
FEHCOCAL 200 200 200 1/
ANACH 200
FE CORAH 350
FACA CH 900 1,900 3,000
TOTAL: 1,900 3,250 5,150
Project Credit Support: 1,600 3, 200 3, 200

1/ Marketing credit, excludes Farm Units needs.

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

A, Directorate for Cooperative Development (DIFOCOOP)

The principal counterpart agency for the Project will be the Ministry of
Economy (MOE). Of ficially, on project lmplementation matters, the MOE will be
represented by the Directorate for Cooperative Development (DIFOCOOP), a

seml -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 1ts 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, lncluding: accounting
services, trangmittal and control of budget requests, monitoring of
operatlional 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. 1In 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 organizatlons 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 implementatfon 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

Na tional Credit Union Federatlon (FACACH), but which will possess operational
independence. This autonomy 1is necessary due to the unique relationship that
will exist between the FDF and FACACH., The Fund will operate under the FACACH
uwbrella, 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 Contract which will clearly delineate the
responsibilities and obligatlons of both entities. The relationship will be
reviewed periodically to ensure compllance. The linkage between the FDF and
FACACH 1is 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 Federatlon with the opportunity to learn
the sophisticated FDF financial mechanisms, skills that will be necessary
to stabilize many of its problem afflliates.



._3 9-

The Financlal Development Mind will have as its objective the establisument of
a technical resource base to foster the development of the Honduran
agricultural sector by prowmoting the Institutional development of rural
intermediaries. Under the Project, the FDF will carry-out a complete serles
of activities related to Intermediary development and {inancilal

gtabilization. An Inttial task will be to draw-up or update institutional
analvses of potential project participants to determine the administrative and
operatlonal adjustmants that an applicant intermedlary must undertake to
qualify for full project participation. The Fund will design the
administrative treatment packages and assist the Ilntermediaries in adopting
them. This FDF institutional development asslstance will include the
programming of Project-funded 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 DIFOOOOP, will provide timely support in
training, extension, marketing, and credit management to each participating
intermediary as backstop support to their management personnel and leadership.

A second area of concern for the Fund will be the financial stabilization of
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 possible elimination of non-viahle
affiliates and the liquidation of non-performing assets. In lts negotiations
with Intermediary creditors, the I'7 will seek negotfated debt moratoria or
forbearance agreements where necessary, and will pursue debt restructuring
through deferral of interest or princlpal 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 possibi{lity of FDF equity participation in an
intermediary. 1In all cases, the stabilization process will be governed by
binding contractual agreements (Stabilizatlon Contracts) between the FDF and
the participating umbrella and/or afflliate organizations. These agreements
will specify that, in return for rellef in the management of outstanding debt,
the organizations will entrust the Financial Development Fund with a certaln
level of control over their policies, procedures, and operations. This
control will include approval authority over budgets, operating plans, debt
cancellation, and requests for new financing. The degree of FDF participation
in the iInternal operations of an Intermedlary 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 instltutional development. This FDF
participation will be clearly delineated in the Stabilization Contract.

Finally, as discussed in the section on Credit, the FDFF will pcssess the
capahility to expand and to channel new short and medium-term firancing 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 {ntermediary 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 1is
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.

The Financial Development Fund will be guided by a five to seven member Board
of Directors which will furnish the organizatlon's overall policy orientation;
approve specific FDF operational pollcies (i.e., credit, debt restructuring,
hiring of personmnel, budgets, etc.); and provide final approval for
disbursement of stabilization assistance to 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 sclected by A.T.D. through a competitive process and will be
contracted using normal A.I.D. procedures.

The professional staff will be ¢lvided Into three functional units -- a

Financial Services Division, a Technical Services Division and an
Administrative Unit,

Financial Services Division: The Financlal Services Division will consist
of a Division Chief, a Deputy (Fconomist), and four Loan Officers. The
principal tasts of this unlit will be to conduct, in conjunction with the
Technical Services Division, the intermediary institutional profiles and
design the administrative modification rreatment packages. In addition,
the Unit will negotlate the financial stabllizatlon contracts with the
Intermediaries, monitor intermediary compliance with the terms and
conditions of these contracts, and negotlate the repayment of intermedlary
debt with creditors. The Financlal Divislon will also be charged with the
preliminary analysis of intermediary flnancing requests prilor to thelir
submission to the private bank trust account(s). As discussed, the
stabilization fuvestments 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/Instlitutional Development Division: The Technical
Services Divsion will be composed of a Division Chlef (Business Management
Specialist), a Farm Enterprise Speclalist, and three institutional
analysts with skills in marketing, extension, agrlcultural 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 technlcal problems, including policy design,
gselection and training of management personnel, orlentation 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 Of fice
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 quarterlv
financial reports, ensure that all files (i.e., inventories, accounting,
progress reports, etc.) are maintained on a current status, and control
all disbursement and liquidatinn of operational support grants provided to
participating intermediaries, Finally, the Administrative Unit will
procure as needed any legal counsel required by Financial Davelopment Fund
on contractual matters related to intermediary administrative
reorganization, financial stabilization and/or credit operations.

Figure 10 contalns the FDF organizational chart. This chart is followed by
Figure 11, which depicts the overall organizational scheme of the Pro ject.

V. Summary Project Analyses

A, Financial Analyslis

1. Financial Plan

The total estimated cost of activities for the four-year funding period is
$35.8 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 $8.5 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.1.D. loan resources will be used to estahlish
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 stabillize 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. 1In addition, a portion of these
funds may be used to provide financing to participating intermediaries should
the Project Loan funds become depleted or the demand for stabilization
assistance be less than presently expected. GOH monies (approximately $7.2
million) will also be used to finance a portion of Project institutional
support costs (e.g. salaries, office space, per diem), the procurement of

of fice equipment, and the counterpart requirements of the DIFQOCOOP Pro ject

Administrative Unit.

Figure 12 reveals the Summary cost estimate and financial plan for required
funding. Figure 13 demonstrates the detalled disbursement plan, while Figure
14 projects expenditures by year,
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FIGURE 10
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SOURCE

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, Miscz1laneocus Supplies
C. Training
D. Evaluation and Studies
1. Studies (Baseline & Feasibility)
2. Evaluations
E. Personr:l
1. FDF - Staff
a) Financial Services Oifice
b) Tz2chnical 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
FINANCIAL STABILIZATION

CREDIT FUNDS

CONTINGENCY & INFLATION

Sub-Totals

GRAND TOTAL

FIGURE 12
COST ESTIMATE AND FINANCIAL PLAN

us $§ (000)
A 1 D

GRANT LOAN TOTAL

X Lc 2.9 Lc _AID
900 900
3,000 3,000
550 550
210 210
250 250
350 350
S0 50
350 100 450
600 150 750
100 100
8,000 8,000
804 86 500 1,390
6,764 736 8,500 16,000
7,500 8, 500 16,000

TOTAL

GOH

2,000

400
4,000

677

12,637

19,804

19,804

TOTAL

900
3,000
550

210
250
350
450

750
100

2,000

400
4,000

677

90
12,637
8,000
1,380

35,804

35,804



3. Institutional Support Staffs
a) FACACH
b) FECORAH
c) UNTIOCOOP
d) FECORAH
e) ANACH
. Administration & Operation Costs

Jffice Fquipment & Furniture
FI+ANCIAL STABILIZATION
-z=DIT FUNDS

CONTINGENCY & INFLATION

Z25-Totals

1D TOTAL

804

6,764

7,500

86

736

8,500

8,000
500

8,500

8,000
1,390

16,000

16,000

4,000

677
90
12,637

19,804

19,804

4,000

677
90
12,637
8,000
1,390

35,804

35,804
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FIGURE 13

DISBURSEMENT SCHEDULE

PROJECT INPUTS
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1. Long Term Project Management
2. Long Term FDF
3. Short Term — Consultants
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3. Office Equipuent
4. Miscellaneous Supplies
C. Training
D. Evaluation and Studies
1. Studies (Baseline & Feasibility
2. Evaluations
E. Personnel
1. FDF - Staff
a) Financial Office
b) Instit'l. Develpment. Office
c) Administrative Office
. DIFOCOOP - Staff
3. Institutional Support Staffs
a) FACACH
b) FECORAH
c) UNIOCOOP
d) FEHCOCAL
e) ANACH
F. Administration & Operation Costs
G. Equipment & Furniture
FINANCIAL STABILIZATION

8]

CREDIT FUNDS

CONTINGENCY & INFLATION

GRAND TOTAL

YEAR
1

225
750
200

140
250
150

15
150

250

500

100
800

300
90
2,000
2,000
139

8,059

YEAR

225
750
200

70
150
15
150

200
50

500

100
1000

200

4,000
2,400
278

10,288

YEAR

225
750
100

50
15
100

150

500

100
1200

177

4,000
2,400
417

10,184

YEAR

225
750
50

150
50

500

100
1000

2,637
1,200
556

7,273

TOTAL

900
3,000
550

210
250
350

50
4506

750
100

2,000

400
4000

677

90
12,637
8,000
1,390

35,804



YEAR
irst Year
econd Year
hicd Year

‘ourth Year

TOTALS

FIGURE 14
PROJECTION OF EXPENDITURES BY IMPLEMENTATION
(US$ 000)
A D
GRANT LOAN
FX LC FX LC
1,945 274 - 2,050
1,706 282 - 2,500
1,516 141 - 2,550
1,597 39 - 1,400
7,764 736 - 8,500

TOTAL TOTAL
AID GOH
4,269 3,790
4,488 5,800
4,207 5,977
3,036 4,237

16,000 19,804

GRAND
TOTAL

8,059
10,288
10,184

7,273

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 be made by A.1.D., to the suppliers
of the services and participants in accordance with scandard direct payment

procedures. Similar direct payment procedures will be used to settle accounts
wlth suppliers of commodities financed with loan monies.

The approximately $8.0 million In loan funds for credit will be disbursed on a
revolving basis. A,1.D. will deposit an initial amount in a special account
in the CBH, and this will be utilized to capitalize the trust accounts
(fidelcomisos) to be managed by the private banking system to meet the cradit
nceds of participating intermediaries, As these accounts are drawn upon,
A.1.D,, at the request of the GOH, will provide speclfied amounts for
replenishment.

The $16.467 milllon In ESF monies for financial stabillzation will be
disbursed in a similiar manner to the FDF. The first Project TImplementation
Letter will speclfy the Inftial amount to be transferred as well as the
procedures for replenishment, The same PIL will also establish the framework
of an agreement between the GOH and the FDF poverning the use of these monles,

B. Social Analysis

l. Beneficiary Profile

The complete Socinl Analysis, appearing as Annex H, contains a detailed
profile of the Project's benelficlaries., The full profile includes an analysis
of key soclo-cconomic indicators of the target group and disagregation by
abeemediary affiliatlons,

“toare 15 below presents, ln summary fashion, the number of small farmers who
will participate In the Project. As the Chart demonstrates, through
memhership In an affiliate of one of the Fflve national level organizations,
approximately 20,000 growers will be directly involved in this effort. As the
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 1s strat{fication within the beneficiary group. 1In
general they are divided into two groups —- minifundistas and small-scale
growers.




Figure 15

Beneficiaries by Intermediary Group

! Anticipated Number ! FEstimated Average ! Total Number

of Cooperatives to Number cf Members ! of Farmers

Participate in the ! per Conperatlve !to benefit from
the Project ! Activities

! )

. FACACH <20 rural cooperat ives! 250 ! 1,363
. FEHCOCAL .13 cooperatives ! 250 ! 1,195
. UNT0OCOOP . 10 cooperatives | 250 . 2,939
! ANACH ! 9 regional ! 200 ! 355
! ] cooperatives T .

! FECORAH . 3 regional centers ! 450 ! 160
! Total Average '55 affiliates . 280 ! 6,012

a. Mini fundistas

Minifundistas are characterized as owners of extremely small, or postage stamp
woldings -- farm size does not exceed !5 manzanas, Typically on these
holdings the basic unit, the family, 1s both the primary economic and
elemental social group. Division of labor is divided along sex lines. Adult
d1les 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 rudimeatary,
although the impact of past {un*ermedlary developments is noted by the
Iacipient use of improved cultucal practices. Production focuses on the
cultivation of basic grains which, except for limited market sale, are
lirected toward meeting household subslistence needs. Members of this strata
are 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 of
production practices used are similar to those of Independent mini fundistas.
Ticrefore, 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 the
uinifundio pattern of combining economic and soclal functions in one group --
the resident family. However, there Is a tendency toward specialization
beyond sex lines. Frequently, casual laborers are hired to carryout planting
and harvesting tasks while the owner assumes the role of farm manager.
Cuitural practices indicate a gravitation towards the use of a farming systems
methodology. Field rotation is common, as are comblnations of short-cycle
ground crops with longer-cycle tree crops. A portlon of the cultivated area
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Is reserved for basic grains while the balance i used for commodities that
are dlrected toward domest!{ec and/or {nternatlonal markets. Members of this
stratum are most frequently found in the UNIOCOOP export cooperatives,
FEHCOCAL and FACACH affiliated coonperat ives,

2. Impact of Past Affiliation

Regardless of the sitruta to which a farmer belongs, available data suggests
that membership in a cooperativ» which has participated in a development
program has generally been a positive experience for the grower. For example,
an evaluation of a prior FACACH cof fee credit program indicated fincreases in
the use of improved seed (55 percent), fertilizers (50 percent), and
herbicides (47 percent) hy participating farmers, Furthermore, (n the
majority of cases, access to credit and fnputs was accompanied by technical
asslgtance.

Also, In the cof fee scctor, research conducted In relation to a FEHCOCAL
program revealed significant, positive benefits derived through cooperative
membership. Data for the 1978-1979 crop cycle Indicate that credic and
technical assistance made available through the cooperatives contributed
directly to ylelds for cooperative members that were almost 25 percent higher
than those of non-coop memhers (7.25 qq/mz. vs. 5.1 qq/mz.). The data also
suggest that coop members, through lmproved processing technology and use of
cooperat fve marketing channels received a higher cash return than their
non-member colleagues. Nel Income for cooperatlve members ranged as high as
L5,500, while the revenue of non-members was calculated at slightly less than
L800.

Finally, the data indlicates 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

mini fundistas under the UNTOCOOP umbrella, there is a noted trend toward
diversification ~- cash crops such as beans, vegetables and cof fee compl ement
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 - Strategles

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 Ifmpediments and, 1in so
doing, realize successful {mplementatlon.

a, Anticipated Capltalizatlion Requirements: Affiliated Level

In the Ag. Sector II "model™” cooperatives, members participate in a
capitali{zation program by depositing share capital In the cooperative, and a
multiple of this amount ls used to determine credit eligibility ceilings (four
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to five times total share capital). The member further complements this share
capital with an additional 10 percent of the loan value after the produce 1s
marketed and the loan repaid. This obligatory member capltalization program
has had great success in assisting the cooperatives in their capital formation
afforts, and with some adjustment, it wlll 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 af fordabillity, the question ls simply whether farmers with 1limlted
incomes and small margins for saving can invest a sizeable portion of their
earnings 1n share capital. To account for thls 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 caplitalization deposit, but the
ampunt 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
ma jor deposit burden to the marketing period —- 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 {t will
likely require an increase in collateral requirements, the introduction of
hinding marketing contracts, and loan monitorling costs wiil increase.

The lssue of small farmer expectation that the State Is bound to provide
~rredit resources without the attachment 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
~prarian reform beneficiarles, a recent agreement betwcen BANADESA and ANACH
ind{icates that there is latitude for change. As part of that agreement.
RANADESA will help capitalize its regional cooperatives by retaining a portion
of the payments owed to these cooperatlves for production delivered to THMA.
This agreement stipulates that retentions held will increase over time for a
maximum limit of 10 percent. The agreement further stipulates that
conneratives must use flve of the efght 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 Reglonal Cooperatives. Use
of 2 similar mechanism will be considered under this Project -- particularly
within the agrarian reform cooperatives. 1f this is not done, dependency
attirndes with respect to government Institutions will continue to prevall and
o*1ioatory member capitalization policies may be difficult to implement.



b. Credit Pollicies

As stated previously, revision of credit pollicles 1s essential 1f loan
deliquency 1is to be reduced and if the {ntermediaries are to achieve sound
financial growth. However, many policles are adopted for a variety of reasons
(1deological and political bents and administrarive deficiencies) and not
necessarlly based on financial consfderations. For example, ideologlcal and
political variables I[nduced BANADESA to approve and cosign loans for FECORAH
members despite their lack of experience in lending. Simitarly,
administrative deficlencies prevented hoth FACACH and BANADESA from adequately
supervising loans provided to small farmers and land reform groups affiliated
to FECORAH and ANACH, resulting in Increasing recovery and liquidity

problems. The question remains, can the participating intermediaries reverse
past trends and are they wiiling to emphasize fiscal matters in reformulating
their operational pollicies?

Experience has demonstrated to FACACH that ldeological variables cannot gulde
the implementation of agricultural credit programs. Their present credit
policies ifmplicitly reflect the results of shortsighted policles. The
agricultural credit program {mplemented by this institution has been a soclal
guccess but financial failure. 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 policles
are already being applied. The concern with the financial stability of the
Instltution, which according to leaders In FACACH will also have a positive
lmpact on the stabllity of its affiliates and the socio-economic situation of
individual members, has motlvated management to adopt intervention measures to
correct the admlnistrative defliciencies that have caused high delinquency
rates. That Is, for FACACH the application of stricter lending policles as
well as the Implementation of Intervention measures are part of a package that
will provide the institution with the flnancial stability needed to continue
operating. Comnitment to the application of the stricter lending policies and
the intervention measures adopted has been ohserved. This aspect of project
activities will not face implementation difficulties in the case of FACACH.

BANADESA has been the main source of credlt 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 gulded loan approvals to both independent and collective farming
units. To correct these problems and to prevent decapitalization, BANADESA
has recently adopted stricter credit policles. In reference to land reform
beneficlaries, these policies stipulate that loans should be approved for
cooperat ives that: (1) have pald all of their previous debts; (2) for which
debts have not been restructured; (3) have al least a manager and an
accountant In charge of loan management; and (4) have strict control of the
marketing of production. 1In 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 impact on how both ANACH and FECORAH operate, and
i1t can be argued that their own credit pollcles are a reflection of
BANADESA's, The liquidity problems of BANADESA have become so severe that the



=54~

Bank 1s 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 FECORAH and ANACH, and it can be
expected that this will influence the willingness of these organizations in
adopting more stringent credit approval criteria.

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

c. Receptivity to Professional Management

Self-determination has been a key tenet {n 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 assoclations fought
for the enforcement of the agrarian reform law and the adjudication of land.
The ma jority of farmers that founded these assoclations were small producers
or ex—-laborers on Fruit Company plantations that demanded their right to have
a patrimony., During the early stages of the movement, the particlpation of
outside managers in administration of matters pertaining to the development of
the first farmer group organized was totally rejected. Later however, when
agricultural projects of a greater slze began to be implemented, farmers
accepted the involvement of public sector inst{tutions in management.
Acceptance of their involvement was based on the fact that these public
institutions had been co-signers of the loans granted by international donors
to implement the projects. Farmers also began to accept the involvement of
multinationals having the technological know-how to cultlvate and process
production. It was believed that only with their assistance could the newly
ureated enterprises become profitable businesses. Multinationals provided not
only technical advice, but were often involved In managing loans and keeping
track of expenditures. The African Palm Project implemented in the Bajo Aguan
s an example of how public sector Instltutlons participated as managers of
agrarlan reform projects, and, the banana project Iimplemented In Cuanchias is
an example of the involvement of multinational flrms. Professional managers
wiho were not government employees were subsequently hired by the peasant
2nterprises to replace the representatives from the public sector. This is
particularly the case in two well-known enterprigses, COAPALMA and HONDUPALMA,
“roject beneficiaries selected, with the asslistance of the goverment, outside
nanagers and made them responsible for the management of their businesses.

While outside management continues to be a delicate matter and must be handled
“n a case-by-case basls, the recent movement toward its acceptance, and the
increased 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 fn this project.
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c. Economic Analysis

1, Results and recommendations.

As shown in Table 1,1/ under the basic benchmark scenario, the resources
directly made available by the Project, plus other resources channelled
through the farmer organizations, give rise to an overall economic internal
rate of return of approximately 23 percent. The sensitivity analysis
Indicates that (see Table 2) the overall rate becomes positive only after the
elghth year, and greater than 15 percent only after the eleventh,

Investment in UNIOCOOP reveals by far the highest return among the five
organizations, with also FENCOCAL 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 lower
than those assumed in the basic scenarlo, the Project's overall rate of return
becomes negative and only UNIOCOOP and FEHOOCAL show positive rates (33 and 9
percent respectively). Alternatively, {f 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 {f the basic scenario assumptions regarding
cogts or ylelds were to materialize in practice, and the strengthened farmer
organizations were able to generate and channel resources to farm units in the
amounts contemplated in the calculations, a positive and significant impact on
agricultural productivity and production would take place. Over the long run,
such impact would more than compensate for the resource costs involved and the
Project would make economic sense. However, the very high sensitivity of the
rates of return to changes In ylelds or costs, coupled with the unavoidable
wide margins of error built into the data and assumptlons used in the present
analysis, underline the need to be extremely cautious regarding the amount and
disbursement schedule of the resources contemplated in the Project. As 1is
underscored by the controlled expansion strategy.

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

In the above light, 1t is advisable to adopt a go-slow project implementation
process according to which the effectiveness of the proposed credit and
lnstitutional 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. 1In addition, a more detailed economic analysis
based on more robust information would be justified.

Regarding the individual organizations, the results offer a basis for
suggesting that given [ts low rate of return under the basic scenario, the
cropping patterns and other practices of FACACH be gliven special attention.
Analogously, it is clear that the desirability of including FECORAH and ANACH

in the project should be reasscssed on a regular basis.

1/ 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 in farm units otherwise
heavily engaged In basic gralns cultlvation, the Project's overall rate of
return rises 41 percent with all organizations showing rates higher than 20
percent.3/ These results strongly suggest that the Project should promote a
greater @mphasils 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 Promotlon Project
(522-0207)., This same emphasis will be included {n all extension actlivity
under this Project. Such an emphasis 1s advocated by A.I1.D. in Honduras as
part of its agricultural development strategy.

Given the assumptlons, the with-project scenario would be financlally
attractive to farmers. The margin between expenses and revenues 1s more than
sufficient to enable them to cover the cost of all the productive inputs they
use, including the services from parent organizations from which they
benefit. The Pro ject, therefore, has potential ior being commercially
viable. 1t is important, nonetheless, that the cooperatives and farmer
organizations develop the mechanisms to recover the financial costs 1incurred
In providing services and inputs to their members.

Still other sensitivity results show that Lf the number of farm units
effectively benefiting from the Project significantly increase, the rises in
the retes of return would be considerable. For example, 1f relative to the
basic scenario, twice the number of farm units particlpated 1in the project
from year 2, the overall rate of return would more than double.

2. Assumptions

Assumptions regarding speclfic crops and cooperatlves 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 lndicative of the
with-project scenarios. The reason is that the Project would enable such
farms 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 benefited from past projects and which are
not members of UNIOCOOP, Essentially, as UNIOCOOP member farms have access to
desirable levels of credit and assistance, the budgets of present UNIOCOOP
farms served as a proxy of the yields and market conditfons attainable through
the Project by other farms. This view reflects the opinion of mission and
non-mission agricultural specialists.

2/ For example, 20 de Marzo, and the cooperatives In ANACH, FACACH and
FECORAH are heavily engaged in basic grains cultivation.
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b. Basic Benchmark Scenario.

Based on data and informatloan collected from cuoperative officlals on cropping
patterns, expected ylelds, prices, and required inputs, the financial and
economlc resource flows were calculated for five farm unit prototypes.
Distinct prototypes were used for each of the four UNIOCOOP (Model) coops, and
for FECOHCAL. Due to lack of avaflable 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 orlentation from those engaged primarily in the
production of basic grains to others which produced mostly export crops. A
sumnary sketch of each prototype used including size, crop patterns, yearly
crop cycles, and "without™ and "with-project” yfeld estimates is found in
Table 3.

The number of prototyplical farm units for each affiliate coop which were
likely to achieve the higher yields in the "with-project"” scenario was
obtalned based on information from cooperative of ficlals. A sumary breakdown
for each participating intermediary including the average slze of its
afffliated coops (lun terms of numbers of prototyplcal farm units), expected
annual expansion rates, and the speclfic prototype used 1s 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 speclalists. Alternative
projections and scenarios were used in the sensitivity tests—-see Table 4,

¢c. Avallability of Markets and Generatlon 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 analysls also assumes that farmer organizations participating in
the Project will become efficlent 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
cooperatives which experienced negative net sales revenues for the base
period, actual operatling costs only were used.

With-project costs at the national farmer {ntermediary 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 Stabilfzation
Fund and the 48 million Credit Component were not used as such in the
calculations. However, the real resources made available by the Project's
credit component and other potential credit sources are accounted for in the
analysis through the increased farm unit cocts 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 individual
farmer. This type of analysis helps to shed light on whether the project is

financially viable and whether the financial Incent ives are likely to be
sufficient for the farmers.

The next step was to carry out an economic (efficlency) analysis. This
analysis measures whether the real value created through the Project and other
complementary resources more thau make up for the real cost of the Inputs
utilized. 1In 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 way soclety values output and
inputs.

After the economic prices were determined, the core procedure consisted in
identifying incremental costs and benefits, {.e., the dlfference hetween the
with- and the without-project scenarlos. The incremental values were compu ted
by respectively substracting the without -project costs and benefits from the
with-project costs and beneffis. The difference between incremental benefits
and incremental costs gave the uet incremental benefit for each year of the
time horizon contemplated--i.e., the cash flow. Finally, the cash flow values
were used 1n calculating the Internal economic rate of return.

4, The calculation of economic prices.

As mentioned above, financial prlces were revised to correct for ma jor
distortions In order to arrive at economic or ef ficliency prices. The
following major adjustments were made:

Yul selected agricultural products. For basic gralns (corn, beans and rice),
and for certain other items such as tomatoes for example, through the
cooperatives, farmers will benefit from ITHMMA-supported prices for their
produce.3; These prices are higher than those that would prevail in the
tree marKet--i.e., without THMA. The price at which farmers would have to
sell without the Project (and the cooperatlives) was estimated as the price
tacmers pald to the free-market Intermedlary, the "coyote”. The economic
price was estimated as the midpoint between the price paid by the coyote and
.o price pald by IHMA. In the case of agricultural produce which is
expurted, the price was adjusted as Indicated below in connection with
adjnstments for forelgn exchange.
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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 activitlies. However, Honduras suffers from high
unemployment of unskilled iabor and its soclety does not really give up any
goods or services by using otherwise unemployed labor in the productive
activities the Project makes possible. Accordingly, the financlal cost of
labor has to be adjusted to arrive at an estimate of the opportunity cost of
using labor. 1In the present analysis, for the basic scenario it has been
assumed that the overall unemployment (i.e., overall in the sense of
reflecting atl 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 thls assumption, it was estimated that only 70
percent of payments to unskilled workers measure foregone production.

Foreign exchange. As Honduras' currency 1s overvalued, the officlal foreign
exchange rate undervalues foreign exchange. This means that the incremental
value derived from additional exports, and the incremental costs assoclated
with additional Imported inputs, are underestimated. Therefore, the foreign
exchange rate used to price exports and Imports in lempiras has to be
adjusted. In thi{s analysis it has been assumed that the true lempira price of
a dollar 18 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. 1In 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
approprlate 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 managenient and
administrative systems, and service programs and pricing policies that are
consistent with economic growth and self-sufficiency.

The technical constraints to the application of the structural model within

the Project can be divided among the major Project components (l.e., the
institutional development, financial stabilization, and the wholesale credit
windows).

1. Institutional Development

Although the Mission believes that an 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 requlre modifications to permit 1t to be
introduced into rural intermediaries which differ from the "model"
cooperatives 1n areas such as membership, service programs, etc. For example,
the coffee cooperatives are primarily mirketing associlations and not
multi-service interunediaries. Their inclusion as Project participants will
require some alterations in the instltutional design and policy development
used within the "model" cooperatives. Similarly, the rural credit
cooperatives of the FACACH system are savings and loan institutions, do not
possess input supply nor marketing services, and will require different
adaptations of the institutional model. These modificatlions in the different
Institutional designs will be a part of specific treatment packages. In areas

4/ Let Y=CIF lempira price of an input 7 valued at the official rate, and
X=farmgate prices of the input after adding port and freight charges.
Then, X=Y+0.1Y+0.1Y or (X/1.2)=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 farmga te
price of an input Z, algebraically the operations can be expressed as:
¥(1.3)+Y(0.1)=Z or Y(1.4)=Z. Replacing (X/1.2)=Y Lnto this last equation
one has (X/1.2)1.4=7 or X1.17=Z.


http:X=Y+0.IY+O.lY

-61-

such as member capital participation, credit policles, 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. 1Institutional 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 speclfic intermediaries.
Debt restructuring will be applied in cases in which the financial picture of
the group in question 1s relatively sound. Other more complex mechanisms,
including possible equity participation, will be employed in the more severe
iastances of financial insolvency or bankruptcy.

All flnanclal 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. 1In 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 1s retired or the equity
repurchased.

It is the Mlssion's judgment that the complex mix of financial stabilization
mechanisms represent the most appropriate technical approach for resolving the
intermediaries' fiscal problems. When it 1s 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 Instltutions while
allowing them to regain total independence through stock repurchase once
normalization has heen achieved.
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3. Wholesale Credit Windows

The constraints inherent 1in 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 permanent
lines-of~credit which mix short-term production credit with medium~term
lnvestment 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 loan requests, all applications will
be subject to review and concurrence by the FDF.

E. Environmental Statement

An Initial Environmental Examination (IEE) 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., consiruction) that have a direct impact on the
environment. As stated in Section IIT, the purpose of this Project is to
establish a mechanism through which to channel productlve resources to
small-scale farmers. Major Project components 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 1s 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.I1.D. project manager, alded by contract personnel,

will work closely with the Financial Development Fund (FDF), DIFOCOOP, FACACH,
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UNIOCOOP, 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, contractlng and management, and help solve
implementation problems and project lssues 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 perlodic 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 wlll review all disbursement requests for conformity
with A,I1.D. regulations and ensure that proper accounting procedures are
followed by the GOH and other participating organizations. The Office of
Development Programs will coordinate all evaluations 1n conjuction with the
project manager and will advise on data base requirements for the Project.

2. Role of DIFOQOOP

DIFOQOOP will serve as the official cooperating host country entity for the
Project. As noted elsewhere, DI+ WOP involvement will center on monitoring
overall progress, programming the Froject-sponsored training participants,
providing technical support to participating intermediary organizations, and
assisting in the preparatlon of the institutlonal analyses. In addition, the
DIFOCOOP Project Administrative Unit (PAU) will be attached to the Financial
Development Fuud (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 1nstitutional
reorganization packages, negotlation 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 1f appropriate.
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Da te

August 86

September 86

October 86

November 86

December 86

January 87

March 87

April 87

May 87

Activity

- Project Agreement Amendment
signed

- RFTP prepared for technical
assistance to FDF,

-~ Completion of contracting
process for USAID Project
Technical Manager.

=~ IFB for commodities prepared.
= RFTP 1issued.

~- Bylaws of the FDF completed and
approved by A,I.D. and GOH.

— FDF Board of Directors named.

- Committees formed to evaluate
RFTP submittals.

- RFTP proposals reviewed and
contractor selected.

— Contracting of Honduran FDF
staff initiated.

- Arrival of long-term FDF
advisors.

— FDF submits operatlng budget and
work plan,

- Elaboration of Intermediary
profiles and participation
criteria initiated.

- Formal contracts with
Intermediaries concerning
participation made.

- Treatment packages for UNIOCOOP
and FACACH designed.

—~ FACACH and UNIOCOOP umbrella
groups comply with stabilizatfion
criteria,
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- Treatment packages for four
UNIOQOOP 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
FEHCO CAL.

- Two ANACH and four FEHCOCAL
afftliates reach participation
threshold, and financial
stabilization packages under
nego tiation.

- 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 instltutional, 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
1n accordance with A.T.D. competitive procurement procedures. A.I.D. will
also contract FDF local personnel, funded with GOH counterpart, using
competitive procurement.

Commodities purchased under the Project will involve both international and
local procurements., The {nternational procurements will be carried out by
A.1.D. 1in collaboration with the host country through the formal TFB process.
Additional commodity procurement (i.e., vehicles, conputers, 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, Iocal purchase will be effected by the counterpart agency or the
FDF 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 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.

E. Evaluation Plan

1. General

The evaluation plan is designed to measure advances toward reallzation of
projected outputs and achievement of overall project purpose., Two evaluations
will 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
lmplementation. 1In combination with normal monitoring activitlies, the
evaluation will measure Implementation progress and provide the basis for
mid-course design correctlons as well as estimates for future year funding.
The second evaluation will include an intensive review to determine the
success of the Project, as well as the appropriateness continuing the on-going
activities.

2, Responsibilities

DIFOMOP 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 will
assist in developing the scope: of work, and in identifying and procuring the
technical 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 the
beneficiaries. Some of this informatlon 1s 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 these
entities, For the five umbrella organizations, this Information (e.g.,



~-67~

balance sheets, staffing patterns, policles, objectives) was obtained while
designing the Project, however an update of this data will be necessary.
Similar informatlon will be gathered on the affiliates as a part of the
process of formulating the reorganization treatment packages. Like
informatlon will be developed during intermediate points of implementation to
determine the degree to which the ingtlitutlional changes cre enhancing
Intermediary operatlions 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:

- yleld level of crops

~ production credit demand

- participation In Intermediary programs

- crop mix

= degree of change from original cropping system
- income

- living condittions

- application of improved farming technologies

=~ attitudes toward intermediary 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 (6lle) OF THE FOREIGN
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 utilizatfon 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 asslistance project: Small Farmer

Organization Strengthening.
ZéZ\J£7 (g; lf<z\/-£:;{/

Carl H. Leonard
Acting Mission Director,
USA ID/Honduras
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Annex B

Summary Tunscitutional Profiles

The organizations that will particlpate in the Project are DIFOCOOP, FDF,
UNIOCOOP, FACACH, FEHCOCAL, FECORAH, and ANACH. The following analyses
considers each of these organizations In terms of their: (1) legal status and
objectives; (2) membersnip; (3) organization and personnel; (4) involvement in
the Project.

1. DIFOQOP

a. Legal Status and Objectives

The Directorate of Cooperative Development (DIFOCOOP) is a de-centralized GOH
1nstitutlon created by Decree lLaw No. 158, dated March 12, 1954, This
seml-autonomus organization constitutes the major public sector entity
responslble 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 objectives of the Directorate are to: (1)
lnitiate, promote and coordinate the organization 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. Organizational Structure and Personnel

The governing body of the Directorate is a Board of Directors which was
created by Executive Decree 688 i1ssued on July 27, 1982, The Board 1is
composed of four members representing respectively the Ministry of Economy,
the Ministry of Finance and Publlc Credit, BANADESA and the Cooperative
Asgociations. The principal function of the Board 1s to provide overall
policy guidance for the Directorate. TIn 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 1s appointed by the Minister of Economy. The execution of duties
1s divided among three main departments: (1) logistic support including
administration and accounting units; (2) technical support composed of
program, legal, audit, fnspection, personnel and cooperative registration
groups; and (3) operations which includes subh-sector specific cooperative
development units as well as training cadre.
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c. Capacity to Carryout Assigned Pro ject Tasks.

Throughout its existence DIFOCOOP has exhibited an uneven track record in
executing cooperative development programs. During 1its eariy years, the
Directorate suffered from a chronlc shortage of financial support, This
limited project Implementatlon 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 per formance improved
markedly, The quality of the staff has been upgraded and policies have been
refined to focus only on activities related to carrylng-out its mandate.

In 1982, a watershed activity for DIFOCOOP 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 initlative provided the structural basis for this Small Farmer
Organization Strengthening Project. DIFOCOOP has also successfully managed a
large PL480 Program with great skill. It is the Mission's judgement that
DIFOCOOP, on the basis of 1s performance in prior and on-going A.I.D. and
other donor projects, has demonstrated the capaclty to adequately carryout its
responsibilities in this Project. Thils 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 MNational Credit Union Federation
(FACACH) during the Project's first year, The Fund will be an autonomous
entity possessing links to the Natfonal 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, Tt will be guided by a Board of Directors composed of representatives
from the agricultural and banking sectors, the Govermment of Honduras and
A.I.D.. The Board will be instrumental 1in 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 digbursal 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 intermediarles making application for
financial assistance; review intermediary investment plans; and providr
technical support to participating organizations. TIn addition to the
financial unit, the staff will include a second professlional unit consisting
of agricultural and institutional development experts (e.g., accounting,
extenslon, agricultural marketing, etc.) who will support the particlpating
farmer organizations with the techical expertise required by their particular
operational areas.
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As described in Section II1., the FDF will assume a key role in the
lmplementation 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 racruited once the FDF
is established. This professional cadre, complemented by the grant-funded
Technical Assistance Team, will make the FDF capable of carrying out its
regsponsibillities under the Project.

4, National Credit Unlon Federatlon 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 ln 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 affillates. It provides technical assistance, wholesale
savings, credit and insurance services to its affiliates. 1In additlon it
operates three Integrated Agricultural Development projects and 1s
implementing a basic grains marketing program. The most recent financlial
report Indicated that the Federation had total assests in excess of L19.2
million (U8 $9.6 mlllion).

c. Organizational Structure

Until recently, FACACH operated under an organizational structure which has
inhibited :1ts growth and stability. The structure that was in use up to 1984
concentrated the bulk of its personnel in areas which did not generate
revanues nor support the provlsion of the Federation's principle services --
credit ond Insurance. The structure was so dispersed, that departmental,
gectional 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 accountahility for results.

FACACH has reorganized its operations to emphasize funcrional responsibility.
The staff has been streamlined and a signiflicant number of positions have been
eliminated, particularly 1in the area of general administration. The key
organizational modlficatlon are:

{. A concentration of administratinn management functions into
one department — "controller"”.

11. elimination of the Assistant Manager position and a
distribution of the functions of that position among the head's of each
operating divislion and the Controller;
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1i1. 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 concentratlon 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 within the
Department of Financial Operations 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 necessaryj and,

viii. creatlon of Cooperatlve Development Department to implement
special projects, rural financtal systems development, training and promotion.

5. Federatlon 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 assoclations. The objectives of the
organization, are to:

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

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

iil. establish and manage lines of credit to coffee producers
with membership in the affiliates;

iv. provide technlcal 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 afflliates in dealings with GOH entities; and,

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

b, Organization Structure and Services

i 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 policles, reviews budgets and operating plans. Daily
administration is delegated to a full-cime General Manager who is assisted by
a legal advisor, deputy managers for finance and administration, and the
appropriate technical and support staff,

While the functlons assligned to the Federation by its By-Laws are both
numerous and broad, financial losses incurred through its marketing operations
have seriously restricted its operations. Currently, FEHCOCAL 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 is
furnishing accounting and management asslstance, 1ncluding 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 organizatlonal base and potential to support the
administrative and financial rehabilitation of its affiliates that is proposed
in this Project. However, the Federation must revamp 1its accounting
procedures, 1mprove the quality 1ts middle level technical and managerial
staff, and enhance 1its product marketing, processing and storage

capabilities. 1Tt is the Mission's judgement that these changes are attainable
with the support of project-fundeu T.A..

6. Federation of Honduran Agricultural Reform Cooperativas (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 galned access to land and were explolting it in a collective fashion.
The first such "collective" cooperatlves were formed in 1965, and the movement
expanded gradually over the succeading five years, giving rise to the
Federation in 1970, Available data indicates that the FECORAH membership
totals over 6,300 individuals assoclated with 206 affiliated cooperatives,

b. Organizational Structures

FECORAH 1s governed by a General Assembly composed of one representative and
one alternate from each member affillate. The Assembly meets once yearly in
ordinary sessions to review the general status of the Federatlon, 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 ls assisted n executing its functions by four
Committee's (Education, Executive, Audit and Integration), voluuntary 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 entlties, conducts fund raising activitlics, 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 beneficlaries of the GOH reform programs. As
noted, 206 cooperatives, consisting of about 6,000 individuals, have been
established. 1In an effort to service this consistiency, the Federation has
established extension and marketing programs and has attempted to procure and
distribute agricultural inputs. TIts efforts to date have met with mlxed
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 belleves that the effort 1is
worthwhile and that success is attainable with project-financed technical
assistance.

7. The National Assoclation of Honduran Peasants (ANACH)

a. lLegal Status and Objectives

ANACH was founded by executive decree in 1962, Tt 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 FECORAH, it has emphasized a
collective approach to agricultural production and marketing. As the movement
evolved, the Association launched a serles of programs designed to furnish
production, marketing, and credit services to its affilited members.
Ceinciding with the provision of these services, in 1978 the Association
promoted the creation of Reglonal Agrlcultural Cooperatives as the means to
group together the individual agrarian reform units (asentamientos).

b. Organizational Structure

ANACH policy is gulded by the National Convention, an annual meeting of
members held in September, immediately following the close of the
organization's fiscal year. Conventlon 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 executilve as
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well as policy-making authority. Tts members are "activists"” with assigned
responsibilities at both national and regional levels. They receive honoraria
and per diem travel expenses. Each member 1s charged with a specific sectoral
responsibility, however in practice, budget and organizational constraints
have limited the effectiveness of these offices.

This National Fxecutive Committee 1s the effective power of ANACH., It meets
weekly and is composed of the nine principal members of the National
Council--President, Vice-President, Fiscal, General Secretary, Recording
Secretary, plus the Secretaries of Finance, Cooperatives, Education, and
Organization. Members of this commi ttee implement, monitor, and evaluate
ANACH policy and activities, and represent ANACH on various GOH executlive
hoards 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
administrative/service (ANACH reglional offices).

The 14 Reglonal Cooperatives (CAR's) are formally independent from ANACH,
possessing separate legal status, but in practice the linkages are close,
i1.e., all 14 CAR presidents serve on the ANACH National Council. Also, 7 of
10 ANACH reglonal offices share facilitles with the local CAR's, and there is
considerable overlap of membershir among CAR leaders, seccional leaders, and
regional and national office staff and leadership. *

In the ten reglons where ANACH has five or more base groups an ANACH reglonal
office generally exists to serve them. These of fices typically consist of a
regional coordinator, two activists, and a secretary. These offices serve as
a point of contact for requests for ANACH services and for communication
between ANACH, the base groups, or with local representatives of GOH agencies.

The secclonales are the reglonal organizations for all ANACH base groups. The
base groups elect a five-member comlté seccional which meets monthly at the
ANACH regional office and 1s a liaison with the regional coordinator.

* ANACH natlonal and reglonal offices share facilities with CAR's 1in Comayagua
(CARCOMAL), Coldon (CARCUL), Copan (CAROCCIL), Morazan-Yoro ( CARENMOL), San
Pedro Sula (ANACH and CAROORTEL), Olanchito-Yoro (CAROL), and Choluteca
(CARCHOL). Only the three regional offices in Olancho, Francisco Morazén
(Tegucigalpa) and Atlantida occupy separate quarters. The president of
CARCOTEL 1s the ANACH Secretary for Cooperatives; the regional coordinator of
ANACH/ Comayagua 1s the president of CARCOMAL:@ a Copin regional office
activista once served as CAROCCIL president, etc.
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8. Agricultural Services Cooperatives Union (UNIOCOOP)

1. Legal Status and Objectives

The Union of Agricultural Service Cooperatives Union (UNIOCOOP) was organized
In April 1985 by the four "model™ cooperatlves created under the Agricultural
Sector II Program. The Union is guided by a General Assembly composed of
representatives 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 speclalized in administration, technical
and marketing services.

2. The Goals of UNIOCDOP 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
suppl ies, 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;y

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

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
achlievement of the Union's goals and objectives;

i. develop and standardize all administrative and
operational policiesy and,

3. procure and contract financlal and economic assistance
from national and international organizations,



ANEXO 1
Descripcibn Ampliada de Proyecto
ARTICULO A
El1 Proyecto

SECCION A,1. Meta del Proyecto. La
meta del Proyecto es incrementar los
ingresos y mejorar las condiciones de
vida de los pequeflos agricultores
hondurefios.

SECCION A,2, Propdsito del Proyecto.
El propbésito del Proyecto es
establecer un mecanismo viable para la
entrega de recursos productivos
(crédito, teconologla, servicios de
mercadec, habilidades gerenciales) a
los agricultores, con el propbésito de
incrementar la productividad agricola
y diversificar la produccidn basica.
Los indicadores son los siguientes:
(A) un Fondo de Desarrollo Financiero,
capaz de proporcionar asistencia para
el desarrollo institucional y la
estabilizacidén financliera de las
organizaciones intermediarias ya
establecidas y en operacibn;

(B) cinco organizaciones agricolas
intermediarias consolidadas,
reestructuradas institucionalmente y
financieramente estables; (C) un
minimo de 55 organizaciones agricolas
afiliadas, participantes en el
proyecto sometidas a reestructuracion
organizacional, reorientacibén de sus
servicios y estabilizacibn

financiera; (D) un minimo de 2,000
préstamos de crédito para produccidn,
haciendo un total de més de $8.0

mi llones de ddlares, desembolsados a
pequenos agricultores; y (E) un grupo
de no menos de 30 oficiales de
organizaciones intermediarias
capacitados en los principios y
prActicas de desarrollo institucional.

ANNEX 1
Amplified Project Description
ARTICLE A
The Project

SECTION A.1. Project Goal. The goal
of the Project 1s to increase the
income and improve the quality of 1life
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,
mar ket 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
administracidn gerencial, las
capacidades de planeacidn y formacibn
de capital de estas organizaciones; y
facilitar una ampliacidn de la
habilidad en la entrega de serviclos
por parte de las intermediarias
afiliadas, para encarar los problemas
de acceso;

b. 1inyectar capital nuevo a las
intermediarias para proporcionarles
normalizacidon y estabilidad financiera;

c. iniciar el establecimento de
distintos mecanismos de crédito al por
mayor que proporclonarén
financiamiento a los productores a
través de las organizaciones de
agricultores participantes.

El Proyecto proporcionari recurscs de
donacibn y préstamo, asf como una
substancial cantidad de fondos en
moneda local. Los recursos de
préstamo cubririn el componente de
crédito. Los fondos de la donacibn
serviran para financiar asistencia
técnica de largo y corto plazo,
entrenamiento, evaluaciones y
estudios, as! como la compra de
algunas mercaderias. Los recursos de
contraparte en moneda local servirén
para financiar los costos de personal,
de administracibén y operacibn, del
equipo y mobiliario y tambien el
programa de apoyo para la
astabilizacidn financiera de las
intermediarias.
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SECTION A.3. Summary Project
Activities. The Project will:

a. target the strengthening of
five national intermediary
organizations, 1including 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. 1inject new capital into the
intermediaries to provide for
financial normalization and stability;

¢, 1initiate 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. The loar funds
will cover the credit ccaponent. Grant
funds will finance long and short-term
technical assistance, training,
evaluations, and the purchase of some
commodities. Counterpatl local
currency will finance personnel,
administrative and operations costs,
equipment and furniture, and the
resources fr- the financial
stabilization program for the
intermediaries.
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SECCION A.4. Financiamiento. Los
fondos del Proyecto incluirén un
Préstamo de la A.I1.D. por $8,500,000;
una Donacidn de la A.1.D. por
47,500,000; y una contribucidn del
Prestatario/Donatario por el
equivalente de $19,804,000. Lla
contribucidn total de la A.1.D. estaré
sujeta a las condiciones establecidas
en la Seccidn 2.2.a de éste Convenio.

ARTICULO b
Actividades del Proyecto

La agencia principal de la contraparte
seri el Ministerio de Economifa con la
participacidn de la Direccidn de
Fomento Cooperativo (DIFOCOOP) en
aspectos de ejecucidon., La entidad
clave para la ejecucidn serd el TFondo
de Desarrollo Financiero (FDF)
conjuntamente con las cinco
organizaciones Intermediarias, la
asistencia técnica financlada por el
Proyecto y el apoyo administrativo de
la A.1.D. Los arreglos
administrativos y las actividades de
ejecucibn son mis ampliamente
discutidos en el Articulo C mas
adelante.

Seccidn B.1. Actividad No.l:
Desarrollo Organizativo.

El Proyecto seré gulado por una
estrategia de expansibn controlada de
acuerdo a la cual los recursos del
Proyecto serfn empleados por fases y
el nlmero de organizaciones tanto a
nivel nacional como de afiliada, sera
gradualmente incrementado. De todas
maneras, se procederd a una expansifn
solamente después de consolidar éxitos
probados.
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SECTION A.4., Financing., Project
funds will include A.I.D. Loan
$8,500,000; A.I.D. Grant $7,500,000;
and a contribution from the
Borrower/Grantee of the equivalent of
$19,804,000. The total A,I.D.
contribution 1is 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.1. Activity No.l:
Organizational Development.

The Project will be guided by a
controlled expansion strategy
according 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.
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La primera fase enfocarid la provisibn
de Asistencia Técnica (A.T.) para
ayudar a una reorganizacidn
administrativa de los intermediarias a
nivel nacional. Al comienzo del
Proyecto, las cinco organizaciones
cipula celebrarin un convenio 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 participacidn. Los
requerimentos para ingresar al
Proyecto enfatizarin la adopcidn y
ejecucidn de efectivos procedimientos
y politicas de gerencia empresarial.
En términos generales, los criterios
incluirén: (1) adopcidn de estrictas
politicas de préstamo con las
afiliadas; (2) instaurar sistemas
modernos de contabilidad y control
presupuestario; (3) incremeto de la
capacidad y comprtencia del personal
profesional y establecimiento de
politicas claras de personal;
(4)/desarrollo de programas de
participacidon de capftal para
asociados; y (5) creacidn de
suficientes fondos de reserva
financiera para cubrir riesgos. Se
disefiaran parametros de medicibn para
cada organizacidon participante en base
a los anadlisis institucionales y los
progresos serfn medidos m2nsual,
trimestral y anualmente., E1 FDF hara
uso de los estados financieros
mensuales, Jos informes trimestrales
de progreso y las visitas peribddicas
de su personal, para supervisar que se
alcancen los parfmetros establecidos
axitosamente y se asegure el

cumpl imlento de los requisitos de
participacidn del Proyecto. El
convenio también especificari el
periodo de tiempo que se otorgari 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
participation. Thc Project entrance
requirements will emphasize the

“adoption and implementation o f sound,

businesslike management procedures and
policies. 1In 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 intermediaria haya

e jecutado los cambios administrativos
hari un pedido formal al FDF para
legalizar su situacidn como
participante del paquete total en el
Proyecto. 81 la pcticidn es
concedida, se celebrarid un segundo
contrato formal entre el FDF y la
intermediarla para regular los
términos y condiciones, incluyendo la
asistencia financiera cuando sea
apropiado, asl como los procedimlientos
de particlipacidn sobre suspensién y
descalificacidon. Llos detalles del
segundo convenio formal aparecen en la
Seccion B.2.c mis adelante.

Debe reconocerse que las cinco
intermediarias actualmente han logrado
diferentes niveles de desarrollo
institucional. Adewas, ge anticipa
que en diferente grado, procederan a
lograr las modificicacliones
organizativas y las politicas
requeridas.

Toda vez que una entidad particular
cGpula ejecute los camblos
estructurales recomendados y logre
alcanzar elegibilidad para su
participacidn total en el Proyecto, el
enfoque de la asistencia técnica se
extenderl para incluir a las afilladas
de esa organizacibn. A este nivel, el
proceso de modificacidn institucional
serd repetido. la organizacibn
cGpula, bajo lineamlentos provistos
por el FDF, actualizard y completara
una serle de perfiles Institucionales
de un grupo selecclonado de afiliadas
para determinar los cambios
egspecificos requeridos sobre
politicas, procedimientos y
estructuras, Con la concurrencia del
FDF, la organizacidn clipula y cada
afiliada celebrard un convenio formal
para diseWlar e Instaurar un paquete de
tratamliento especfficamente diseflado.
la ejecucidn del paquete calificaré a
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Once the Intermediary has implemented
the administrative changes 1t will
make a formal application to the FDF
to gain the status of a full project
participant. 1f acceptance is
granted, a second formal contract will
be entered 1nto 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 detalls of the
second formal agreement appear in
Section B.2.c below.

It must be recognized that the five
Intermediaries currently have attalned
different levels of institutional
development., Moreover, it 1is
anticipated that they will proceed at
different rates in undertaking the
required organizational and policy
modifications.

As a particular umbrella entity
implements the recommended structural
changes and thereby reaches the
eligibility threshold for full project
par ticipation, the focus of technical
assistance will expand to include the
affiliates of that organization. At
this point the institutlonal
modlfication process will be

repeated. The umbrella organization,
under guidelines provided by the FDF,
will update or complete a serles of
institutional profiles of a selected
group of affiliates to determine the
specific changes required in pollcies,
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
tajllored treatment package,
Implementation of the package will
qualify the affiliate for full project
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la afiliada para una participacidn
total en el Proyecto. Nuevamente, tal
participacion serd regida por un
segundo contrato entre el FDF y la
organizacidon cGpula. Fn el caso de
cooperativas que llenen los criterios
de elegibilidad pero que no tengan
acceso a una organizacion chpula
calificada como participante del
proyecto total, el FDF podrd entrar en
relacidn contractual directa.

Er armonia con la estrategia de
expansidn controlada, solamente un
pequeno nlmere de afiliados de una
determinada organizacldn na~lonal sera
seleccionado en cada ocasidn. Los
paquetes de tratemiento tomarln lugar
en intervalos de sels meses que
comenzarin sels ieses después del
inicio del Proyecto. FEl proceso sera
dinamico -- up~ vez que el primer
grupo haya alcanzado un equilibrio
institucional, el esfuerzo de la
asisteucia té&nica (A.T.) se
concentrari m aslstir al segundo
grupo, el cuel a sn vez, serd seguildo
por grupos adiclonales durante
intervalos subsiguientes. bSe estima
que para el final del cuarto ailo del
perlodo de fimanciamiento, 55 grupos
se habrin cowertido en participautes
del provecto y progresado hacia una
estabilizaciin financliera y de entrega
o fectiva de zrvicios.

Con el provdsito de mejorar la
probabilidad del éxito inicial, y por
lo tanto genmar un factor
"multiplicader” para los participantes
potencialer, lags afiliadas de cada
intermediaris seran clasificadas
ordenadamente en base a la cercania de
adquirir unaestructura administrativa
y procedimietos de operacidn
efectivos. las afiliadas con las
calificaclone wis altas serén
atendidas prinero, mientras que los
grupos con mmor calificacidn
1recibirfin atmcldn 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 1into a
direct contractual relationship.

In keeping with the controlled
expansion strategy, only a small
number of affiliates of a given
national organizaction will be
addressed at any one time. The
treatments will take place in
gix-month inte: vals beginning six
months after the initiation of the
Project. The process will be dynamic
-- once the first set ha» achieved
institutional equilibrium, the T.A.
effort will concentrate cn assisting a
second sct 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 groups will have
become Project participants and have
progressed toward financial
stabilization and cffective 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 will be rank vrdered 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 recelve subsequent
attention.

L,V

i)
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SECCION B.2. Actividad No. 2:
Estabilizacidn Financiera.

La situacibn financiera de los
intermediarios especialmente al nivel
de afiliadas, estz plagada de
dificultades. Todas las
intermediarias tienen serios problemas
de liquidez y tres de las cinco
muestran patrimonios negativos en sus
balances. S1 las organzacliones ciipula
y por extensibn sus aflliadas van a
convertirse en instrumentons viables
para la provisidon de serviclos a los
pequeffos agricultores, tendran no sbdlo
que someterse a una completa
reestructuracidon orglnica, sino que
ademfs, deber@n encaminarse
decididamente hacia una estabilizacidn
financiera. El Proyecto ha
considerado utilizar wuna compleja
mezcla de esquemas financleros o
medios para intentar normalizar
financieramente a las asoclaciones de
agricultores participantes, que
incluye -- liquidacibn de las
afiliadas seleccionadas o eliminacidn
de los activos no productivos;
condiciones de interrupcidn en el pago
de deudas o moratorla;
reestructuracidn de deudas a través de
diferir el pago de los Intereses o
amortizaciones de capital, junta de
acreedores y, una reprogramacibn de
los compromisos del préstamo;
cancelacibén de deudas de capital y/o
intereses con descuento; el uso de
garantias de préstamo; e, inversiones
de capital. Dependendiendo de las
circumstancias fiscales, que
influencian la situacidn particular de
un grupo, se aplicarf el uso de uno o
la combinacidn de varios de estos
esquemas. La determinacibn o
szleccidn de los vehiculos financieros
y sus estrateglas serfin tomadas en
forma individual, de acuerdo al grado
en el que cada organizacibn clpula y
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SECTION B.2. Activity No., 2:
Financial Stabilization.

The financial situation of the
intermediaries, especially at the
aftfiliate level, 1is 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 ellmination 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 guarantces; and equity
financing. The financial
circumstances influencing a particular
group will determine which of these
mechanisms will be applied. The
selection of financiai tools will also
be made on a case by case basls as
each umbrella and affiliate umit
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 Financlal Development
Fund within FACACH,
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afiliada vayan alcanzando una
participacion total del paquete y por
supuesto, después de haberse
completado un profundo analisis de la
situacidn financiera de cada grupo.
Este analisis ser& llevado a cabo por
el personal de asistencia técnica
adjunto al Fondo de Desarrollo
Financiero (FDF) dentro de FACACH.

a. Liquidacidn de la Afiliada y
Eliminacion de los Activos No
Productivos

En algunas situaciones se encontraré
que el proceso de estabilizacibn
podria utilizarse me jor para la
eliminaci6n de los activos no
productivos o la liquidacidon de las
afiliadas que adolecen de un potencial
econdmico para llegar a ser
intermediarias auto-gestionables y
viables dentro de un perlodo razonable
de tiempo. En resumen, los costos de
los esfuerzos de estabillizacidn
financiera (es decir, reestructuracibn
y recapitalizacion) podrian ser
mayores a los excedentes previstos
sobre la inversidn. FEn tales
situaciones el FDF podria requerir la
liquidacidn de tales afiliadas o su
fusibn con otras instituciones méu
fuertes, como una forma de
proporcionar medios mis efectivos para
consegulr la estabilizacidn
institucional y financiera.

Igualmente, una intermediara podrila
tener activos no productivos o
generadores de p&rdidas. Un ejemplo
de tales activos no productivos podria
ser la maquinaria agricola 1nactiva,
facilidades de procesamiento
inadecuados, capacidad de
almacenamiento en exceso, etc. En
tales circumstancias el FDF podria
requerir que la intermediaria
liquidara tales activos no productivos
como una precondicidn para obtener
acceso al FDF para una posterior
asistencia a su establlizacibén. 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 (l.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

stabllization. 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 stabil!:ation 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.

fod
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todos los casos, el FDF completaria un
profundo analisis de la intermediaria
antes de determinar el grado al cual
deben ser liquidados los activos.

b. Moratoria o Interrupcibdbn del
Pago de Deudas

El propbsito de una moratoria de
deudas o congelamiento de obligaciones
es el de mitigar temporalmente la
situacidn de sobrepeso financiero de
la institucidn deudora que esta
asociada con obligaciones pendientes
exceslvas, Tal moratoria es una
condicidn temporal diseflada para
mantener los activos Intactos durante
el lapso en el que las instituciones
deudoras y acreedoras buscan una
golucidn a los problemas financieros
pendientes. Fn efecto, esta es sbdlo
una forma de evitar un posible
embargo, mientras se realiza el
proceso de renegociacion.

Dentro del Proyecto, este mecanismo
serd adoptado en base a una decisibn
en que la institucldn deudora acepta
trabajar voluntariamente con el
acreedor, hasta agotar todas las
diferentes estrategias que podrian
utilizarse para mejorar la capacidad
de pago de los préstamos pendientes.
Estas estratceglas pueden incluir:
rees tructurar 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 mAs estrechamente
con la institucidn acreedora para
buscar soluciones mutuamente aceptadas
a los problemas financleros . El FDF
participaria activamente y asistiria
tanto a los deudores como a los
acreedores para me jorar su disposicidn
y capacidad de llogar a un acuerdo
subre los problemas flinancieros
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 financially
stressed Institution from the
financial obligations assoclated 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 1s a postponement of
impending forclosure while the
negotiating process 1s 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 strategles that could be used
to improve the quality of a loan,
These strategles 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
serviceabllity of outstanding
obligations and in reaching an
agreement on a long-term solution to
the existing financial problems.

AW,
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¢. Reestructuracidon de Deudas

En general, el esquema de
reestructuracidn de deudas seri
aplicado en aquellos casos en los que
en su conjunto, las condiciones
financieras de la institucidn en
cuestidn 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 propbsito de la
reestructuracidon seri hacer mis
manejable el pago de la deuda
mediante: (1) consolidar a todos sus
acreedores (Junta de Acreedores); (2)
extender el perfodo de pago; y, (3)
rebajar las tasas de interé&s para
reduclr las cargas por el servicio de
la deuda.

d. Cancelacidn de Deudas de
Capital y/o Intereses con Descuento

Una cancelacidn de deudas de capital
y/o intereses con descuento se define
como una reduccidon o lliquidacidn de
una porcidn de la obligacién
pendiente. Tales cancelaciones
requerirln de una negociacidn pr-via
con los acreedores, en vista de que
estas transacclones representan una
descapitalizacidn en los libros de las
iostituciones prestamistas. 3in
embargo, si el analisis financiero de
la institucidn deudora indica que su
flujo de caja proyectado no le
permitira efectuar amortizaciones del
saldo de su nueva deuda bajo
condiclones normales, podria suceder
que la tGnica solucidn posible para el
prestatario serf la renegoriacibn del
contrato de préstamo. El Fondo de
Desarrollo Financiero (FDF)
participar& conjuntamente con las
instituciones acreedoras y deudoras en
este procesgo de renegociucidn, con el
objetivo de intentar ayudar al
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¢. 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,
i1f 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
avallable 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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acreedor en la recuperacidn de por lo
menos una porcldn de sus activos,
mientras se facilitan al prestatario
los requerimientns para el serviclo de
la deuda. Este procesc de unegoclacidn
seri diseflado a fin de aumentar el
inter8s del acreedor pard que
participe en el proceso de
establlizacibn, lc quc también podria
incluir que el FDF 1w ofrezca al
acreedor el proporcionarle una
garantia de amortizaci®n por una
porcidn de la deuda rebajada.

e. Garantlas de Préstamo

Podrta scr necesario que el FDF
proporcione Garantias de Préstamo a
las instituclones {inancieras, a fin
de estimular la reestructuracidn de
las obligaciones perdlentes.
Esencialmente, el FOF estaria en
condiciones de acordar en indemnizar a
la institucidon financiera, en casos en
que el prestatario incumpla el pago de
una porcidn o el total de la
obligacidn pendiente. Fl grado de
comprouiso de la garantia seria
negociado en hase al interés del
prestamista para reestructurar 1la
deuda y cooperar con el proceso de
estabilizacidn., Fl uwso de garantias
reducird los riesgos para el
prestamista, Incrementard su
participacidon en el proceso de
recuperacidn de los préstamos y
posiblemente ayudard a disminuir las
necesidades de recursos del Proyecto
para el proceso de reestructuracidn o
estabilizacion.

f. Inversiones de Capital

El mecanismo de inversiones de capital
o financiamiento sera aplicado en
casos que involucre quiebra o
proximidad a la quiebra de la
intermediaria o en situaciones en las
que el acreedor no tenga Interés en
reestructurar las obligaciones
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to increase creditor willingness to
participate in the stabilization
process, and it may include a Fund
offer to provide the creditor with
repayment puarantee's for a portion of
the reduced debt.

e. 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
comnittment would be negotiated based
upon lender willingness to restructnre
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.

f. Equity Participation

Equity participation or financing will
be applied in cases involving the
bankruptcy or near bankruptcy of the
intermediary, or in situations in
which the creditor is unwilling to
restructure outstanding intermediary
obligations. Under this stabilization

2\
V
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pendientes de la intermediaria. Bajo
este mecanismo estabilizador, el FDF
negociard con los acreedores de la
intermediaria la cancelacion de las
deudas pendientes con descuento o &
tasas rebajadas. Este proceso de
negoclacidn seri precedido por la
celebracidn de un contrato formal
firmado entre las intermediarias
participantes y el FDF, donde se
acordarid que la deuda de las
intermediarias serd cowprada por el
FDF y convertidas en aportaclones de
capital, Esta inversidn de capital
pucde tomar la forma de aportaciones
preferentes de capital, certificados
de depbsito o reservas especiales de
estabilizacidn. El modelo del
tratamiento dependerid del problema que
esth siendo confrontado y la necesidad
de operar dentro de la legislacién
vigente. En todos los casos, estas
nuevas inversiones de capital estarén
ligadas al hecho de que la
intermediaria acepte la participacibn
del FDF en sus operaciones internas.

g. Contratos de Estabilizacidn
Financilera

A fin de oficiaiizar las transacciones
entre el FDF y las intermediarias,
todos los procesos de estabilizac!on
financiera irin a converger en un
contrato formal entre la intermediaria
y el Fondo de Desarrollo Financiero
(FDF), especificando las
responsabilidades de ambas partes. En
casos relacionados con deudas de una
organizacidn cipula y antes de la
firma del contrato, se requerirad la
aprobacidn de la Junta Directiva que
serf refrendada por autorizacidon de la
Asamblea General, para asegurar la
legalidad del documento. Para la
firma el Convenio en los casos
concernientes a una de las
intermediarias, se requerird de la
aprobacidon de la Junta Directiva,
refrendada por Asamblea General y
ademfs de la concurrencia de la Junta
de la organizacibn clpula. En todos
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approach, the FDF will negotiate with
an intermediary's creditors the
cancellation 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 to equity
shates. This equity investment may
take the form of preferred share
capital, certificates of deposit, or
special stahilization 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 linked to
intermediary acceptance of Fund
participation in its internal
operations.

g. Financial Stabilization
Contract

All of the stabilization porcesses
will center on a formal contract
between the intermediary and the
Financial Development Fund (FDF)
specifying the responsibilities of
both parties. In cases involving the
debt of an umbrella group, approval of
the general membership will be
required prior to signing the
agreement to ensure binding legality.
1n instances concerning an affiliate,
approval of the affiliate's
membership, as well as agreement of
the umbrella organization, will be
requisites for signature, In all
cases, the intermediary, national
entity or affiliate, entering into the
contract will be liable only for 1ts
own debty it will incur no
responsibility for the outstanding
obligations of other units of the same
Federation, Association, or Union.
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los casos, la intermediaria, sea ésta
la entidad nacional o la afiliada que
participa en el contrato, serf
responsable solamente por su propia
deudaj no implicard responsahilidad
para las obligaclones peadientes de
otras unidades de la misma federacibn,
asociacidn o unibn,

En los arreglos de reestructuraclon de
deudas, se negoclarid con los
acreedores el grado hasta el cual el
FDF se har& cargo de las deudas
pendientes de una interwediaria o el
limite de ayuda en la amortizacibn de
las mismas. Tendrd la capacidad de
proporcionar una "garantia de
amortizacidn” a un acreedor, a cambio
de reestructurar su deuda o la
cancelacidn de una parte de la misma;
0 en casos extremos, podria
convertirse en el propletario de la
deuda total del intermediario. Bajo
situaciones donde se asumira la
responsabilidad total de la deuda, el
FDF negoclard con los acreedores la
cancelacibdn de la deuda de la
intermediaria. En estas transacclones
el FDF negociari la compra de la deuda
de los acreedores con descuento,
basidndose en la premisa de que las
deudas existentes son hasta clerto
nivel incobrables. A cambio de asumir
el riesgo y la responsavllidad de las
deudac de los acreedores, el FDF
tendréd poder de veto sobre cualquier
decisibn o prhctica administrativa
tomada per la intermediaria que no
cumpla con los procedimientos
administrativos requeridos para una
participacidn total en el Proyecto.

El FDF también tendra preferencia en
la distribucidn de los excedentes
(dividendos) u otras utilidades
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Under the debt restructuring
arrangement, the Fund will negotiate
with creditors the degree to which it
will assume an intermediary's
outstanding obligations or assist in
their vepayment. It will possess the
ability to provide a creditor with a
“repayment guarantee” In veturn for a
restructuring or write—off of a
portion of the obligation; or, in
extreme situations, it may becowe 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 Fund
will have veto power cover any
management decision or practice by the
intermediary thac does not comply with
administrative procedures required for
full participation in the Project. It
will also have first <zall on dividend
payment or other earnings generated to
retire the debt (it may agree to its
retirement on a non-accruing basis),
and approval authority over the
organization's operating plans and
budgets.

G\
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generadas, para proceder a la
cancelacidn de la deuda (podria
acordarse la cancelacidn en base al
sistema de no cobro de intereses), y
tambien tendrd la suficiente autoridad
rectora sobre los planes y
presupuestos de operacibdn de la
organizacidn.

Por su parte la intermediaria acordara
la cancelacidn de la deuda a través de
la creacidon de un fondo de reserva
para casos lmprevistos, que servira
para balancear las fluctuaciones en
los ingresos, como resultado de las
varlaclones en los niveles de
produccidn eamtre ciclos agricolas.
Este fondo asegurara que el FDF cuente
con un flujo de efectivo contlnuo para
amrtizaciones, por lo que exigira que
las intermediarias amorticen los
saldos de sus obligaciones pendientes,
mediante cuotas fijas. Estas cuotas
ser&n estableridas en base a flujos de
caja proyectmos, los que se revisarhn
anualmente. Adicionalmente, la
intermediara estari de acuerdo en
prosegulr laezjecucidn de 1los
requisitos d procedimiento gerencial
y politicas 4 operacidon. los
derechos y olligaciones de ambas
partns estarkh claramente definidos en
un convenlo mntractual establecido
entre el FDFy la intermediaria
participante. Es importante indicar
que &stas sm sdlo algunas de las
condiciones wntractuales. Una lista
completa de mtas condiciones seri
revisada dumte el periodo inicial de
ejecucidn y ks provisiones que rigen
cada convenis seridn adecuadas a las
circumstancims especificas de la
intermediaris en mencibn.

Se aplicarh m procedimiento similar
con contrata formales en casos donde
se requiera Aversidon de capital. La
inversibn derapital del FDF difiere
de un esquemde asuncidn de deudas,
en que el FFtoma una posicibn de
asociado mefnte la compra de
aportacibnesan la intermediaria. El
valor de la gortacidn serf igual al
precio al qmel FDF negocia la
transaccion mn 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 obligarion
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 contlinue 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
talilored 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
gstock 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 inversidn, el FDF como
duefio de la inversibdn de capitales,
tendr& preferencia en la distribucidn
de los excedentes generados, hasta un
miximo acordado en base al monto de la
inversidn de fondos; tendrhd el poder
de veto sobre las decislones o
practicas administrativas que no estén
de acuerdo con los requerimientos para
la reforma institucional de las
Intermediarias; tendrd autoridad para
revisar y aprobar las fnversiones vy
los planes de operactidpn v sus
correspondientes presupuestos; y,
designar8 un auditor externo para
establecer los programas activos de
inspeccidn y veriiicacidn. Otras
pusibles condiciones adicionales
estipularén: (1) que el ionto de los
excedentes preferentes (la inversibn
de capital es equivulente a las
aportaciones preferentes) v el
funcionamiento del esquema de recomp~a
del capital (por ejemplo fondos de
reserva), seran determinados por el
FLF en consulta con la intermediaria y
estarfn sujetos a 1imites miximos; (2)
el dividendo miInimo a pagarse sobre el
capital participativo sera del 4%
anual, suponiendo que hubo generacibn
de excedentes por operacidn -- la
cantidad real de dividendos pagados
por encima de la base del 4% estara en
funcibn de los excedentes generados;
(3) que la intermediaria haya
convenido en un nuevo y aproplado
calendario u otros acuerdos con los
acreedores, para asegurar el no
embargo de las obligaciones
pendientes, garantizando de esta
manera, la Inversidn de capital del
FDF; (4) que la intermediaria en
mencidn tenga prioridad en la recompra
de las aportacliones preferentes del
FDF; y (5) que las aportaciones
preferentes no sean instrumentos
negoclables, 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 decislons or
practices that are not in compliance
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
oa~gulng program of examination and
verification. Possible additional
conditions will stipulate: (1) that
the amount of preferred dividend
(equity capital 1is 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 participstion; (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
-~ 1.e., that it cannot be sold to
third parties.
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Los reflujos de recursos provenientes
de la cancelacidn de deudas y la
recompra por inversiones de capital
depositados en un fondo rotatorio
administrado por el FDF, para
utilizarse en la estabilizacidn
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 operacidn del
FDF.

h. Suspensidon - Descalificacidn

Para reforzar el cumplimiento de los
fines del Proyecto, en relacidn a la
creacldn de las organizaciones
intermediarias institucional y
financieramente estables que sirvan
como mecanismos viables en la
provision de servicios a los pequefios
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 términos acordados. los
incumplimientos ser&n juzgados er base
a dos modelos -- fallas por
Interrupcidn en la ejecucidn de las
reformas administrativas (por ejemplo
politicas de capitalizacién, estrictas
politicas internas de crédito,
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 consistirfin en
la suspensidn teuporal de los recursos
y en casos extremos irremediables, la
pérdida completa de la elegibilidad
para recibir nuevos recursos del
Proyecto (por ejemplo, inyecciones de
nuevos recursos de crédito). Cuando
la situacidn involucre
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The reflows from both deht 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

Pro ject 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 nlicies, strict
internal crediv 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 descaliffcacion
incluira ademfs la reinstalacibn de la
deuda con el cobro (en lugar del
"no-cobro") de intereses. Il proceso
para estahlecer las san~iones podra
realizarse en cualquiera de las
etapas. 51 mientras se estan llevando
a cabo las actlividades normales de
monitoreo, el FDF descubre
deficienclas en el desempefio de las
intermediarias relacionadas con
cualesquiera de los dog modelos, el
FDF notificarh formalmente a la
institucidn Jnvolucrada y determinara
un perlodo prudente de tiempo, dentro
del cual deben efectuarse los

ajustes. S1 las correcciones no se
efectGan en la fecha indicada, el FDF
suspenderf a la intermediaria y le
comunicara que la descalificacibn
total entrarada en efecto si no se toman
las medidas correctivas de inmediato.
Ias descalificaciones incluiran una
tercera y Gltimz notificacidn formal
del FDF a la intermediaria, instante
en el que se tomaran las medidas
legales para recuperar los activos del
FDF.

i. Participacidn del BANADESA

El Banco Naclonal de Desarrollo
Agricola (BANADESA) tendr& un papel en
el Proyecto debido a su rol
predominantemente histdrico en crédito
agricola y a la posibilidad de que
este Banco sea el mayor acreedor de
las organizaciones intermediarias que
se supone participarén en el

Proyecto. El tamaffo y diversidad de
la cartera de préstamos de BANADESA
hace que parezca que se llevarfn a
cabo frecuentes negocliaciones entre el
BANADESA y el Foudo de Desarrollo
Financiero (FDF), conforme se vaya
degarrollando el proceso de
estabilizacion o reestructuracidn de
deudas y se haya diseflado una
estrategia del Proyecto que asegure un
papel positivo y de respaldo para el
BANADESA dentrz J=21 Proyecto.
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intermediary performance relative to
either of the two standards, the Fund
will formally place the subject
institution on nntice and specify a
prudent time period within which the
adjustments must be made. 1f the
corrections are not made by the
assigned date, the FDF wiil suspend
the Intermediary and advise that
complete disjualification will go into
effect {f the remedial steps are not
taken. Cases of disqualification will
entall 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 agricultural
lending, and to the liklihood that the
Bank is one of the ma jor 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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Historicamente 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
financlieramente a las intermediarias
participantes, tanto el capital del
Banco como las cuentas de fideicomiso
seran afectadas por los convenios de
reestructuracion de deudas celebrados
por el Fondo. Aflin cuando unas pocas
intermediarias financiadas por el
BANADESA estan al dla con sus
préstamos, la mayoria se encuentran en
mora o sus préstamos han sido
artificialmente refinanciados bajo
términos de pago irreales.

El BANADESA estd en el proceso de
crear una cuenta especial de
fideicomiso para captar los reflujos
de los recursos del FDF que estén
siendo usados en la cancelacidn de las
obligaciones pendientes de las
intermediarias. Este fidelcomiso
esencialmente seri caplitalizado por el
pago o cancelacidon de las obligaciones
realizadas por el Fondo de Desarrollo
Financiero. Este fidelcoaiso
continuari prestando a las
organizaciones intermediarias bajo
términos similares a aquellos
utilizados por los bancos privados con
cuentas de fideicomiso descritos en la
sigulente seccidn sobre Cré&dito
Agricola. El FDF ayudarad al BANADESA
en desarrollar los criterios de
elegibilidad, le proporcionari acceso
a la asistencia técnica, precalificara
a las organizaciones para su
participacidon y, ambos trabajarfn en
estrecha coordinacidn 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 fiduclary trusts will
be affected by the debt restructuring
agreements sought by the Fund.

Al though 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.

1\
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SECCION B.3. Actividad 3. Crédito
Agricola

a. Estrateglas de Crédito

En un esfuerzo por disminuir el
problema de la contracci{bn de recursos
para crédito discutido en la Seccidn
111 e incrementar la prcvisidn de
financiamlento a los productores
nediante las organizaciones campesina.
participantes, el Gobierno de Honduras
(GOH) establecerd o capitalizara un
mecanismo de fideicomiso en el Banco
Central de Honduras (BCH), usando los
48.5 millones en fondos de préstamo de
la A.1.D. que serln provistos por el
Proyecto. El Bancoc Central sera
responsable por los riesgos en el
manejo de divisas y la amortizacidn
del préstamo. Fstas cuentas de
fideicomliso serfn manejadas por el
sistema de la banca privada en
coordinacidn con el Fondo de
Desarrollo Financiero (FDF) autdnomo,
que serf establecido dentro de FACACH.

Todos los préstamos de eatos
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
provisibn de servicios (o sea, costo
competitivo de servicios;
mantenimiento actualizado de controles
de contabilidad y presupuestos;
utilizacidn de personal gerencilal
profesional altamente calificado;
etc.) y, requerirf el apego a los
principios de estrictas politicas
crediticias, participacibn de los
asoclados 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 $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 the loan.
These trust accounts will be managed
by the private banking system 1in
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
institutiona' development process and
to an eventual attainment of financial
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organizacidon, creacidn de reservas
para imprevistos. Estos principlos
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 crédito seran los
siguientes:

(1) viabilidad financiera de los
proyectos a financiarse; (2)
personalidad juridica como institucidn
intermediaria de servicios; (3)
historial crediticio previo; (4)
demostrar capacidad gerencial y un
programa efectivo de servicio a sus
asoclados; (5) politicas operacionales
consistentes con una economia
saludable; (6) capacidad para el pago
de préstamos; y, (7) estrategias de
inversi®n coherentes, incluvendo
diversificacidn de cartera,
comercialidad de la produccidn de
asociados, infraestructura adecuada,
etc.

El Fondo de Desarrollo Financierc
(FDF) proporcionari al(los) banco(s)
pPrivado(s) que maneje(n) la(s)
cuenta(s) de fideicomiso con un
"Certificado de Elegibilidad” para
cada una de las intermediarias que
estén buscando acceso a lus fuentes de
financiamiento.

El componente de crédito del Proyecto
es complementario al proceso de
desarrollo institucional. Ademis del
objetivo para el incremento de los
flujos de recursos crediticios para el
sector agricola, la provisidn del
financiamiento estd estrechamente
ligada al proceso de formacidn de
capital en las organizaciones
campesinas intermediarias
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self-suf ficiency 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
ingtitution; (3) previous credit
history; (4) demonstrated management
capabllities and effective member
service programs; (5) operational
policles consistent with economic
health; (6) ability to repay; (7)
and, coherent investment strategles,
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 1is closely
linked to the capital formation
process of the participating
intermediary farmer organizationms,

The introduction of sustained and
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participantes. 1la introduccidn de
programas sostenidos para la
capitalizacldn obligatoria de los
asociados en las intermediarias, es un
pre-raquisito para la aprobacion de un
préstamo., los créditos aprobados por
medio del sistema e las
intermediarias estarin ligados a la
participacidn de capital de los
prestamistas en su crganizacidn local
o cooperativa y el total del
patrimonio de la intermediarla secvira
de garantia contra posibles
incumplimientos de pago del préstauwo.
La falta de interés de la
intermediarla en adoptar estrateglas
sblidas de largo alcance para la
formacidn de capital, excluirf su
acceso a los recursos crediticios.
Agimismo, se requerlrf que el pequefio
agricultor prestamista participe en la
formacidn del capital de su
iastitucidn intermediarie.

los créditos de corto plazo de la
intermediaria, estaran disponibles
para préstamo a los productores a
tasas positivas o de mercado y éstos
estarfn directamente relacionados a la
participacidn del agricultor en la
capitalizacion de su organizacton
intermediaria. los reflujos producto
de estos préstamns, después de
efectuados los cargos por pago de
Intereses y otros costos
administrativos, serfn retenidos por
el Banco Central y reservados para
futuros préstamns a nuevas
participantes en el Proyecto. La
administracidn de estas cuentas de
fideicomiso por la banca privada podra
gser renegoclada anualmente por el
Banco Central, sujeta a un anhlisis de
resultados (o sea, calidad del
servicio, informes, administracidn del
fondo, etc.) y de existir el deseo
exprego de continuar participando.
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obligatory member capitalization
programs within the intermediaries is
a prerequigite to loan approval.
Credi:c 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 intermedlary will used
as collateral against non—payment.
Inwillingness of an Iintormediary to
adopt a sound, long-range capital
formation strategy will preclude its
access to credlt 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 wlll 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 managewent 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 managment,
etc.), and an expressed willingness to
continue participation,

Wl
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1. Cuentas de Fidelcomiso en la
Banca Privada

La razon fundawntal para el uso de la
banca privada en la administracidn de
las cuentas de fideicomiso para
préstamos a las organizaciones
intermediarias, es para estimular la
participacidn de la comunidad bancaria
privada en préstamos al pequefio
agricultor, sin que se requiera que
Esta asuma los riesgos de amortizacibdn
de préstamos, Las experiencias de la
banca privada en crédito agricola han
sido desastrosas, que combinadas por
la falta de garantlas de los pequefios
agricultores y la percepcibdn de la
banca privada de los riesgos
extremadamente altos que esto
involucra, ha dado por resultado la
renuencia a proporcilonar préstamos ya
sea para la produccion 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
ingtitucional y la estabilizacida
financiera de las organizaciones
participantes. A medida que los
bancos se siextan mis seguros con
respecto a las capacidades de las
intermediarias en la administracidon de
los recursos :rediticios, posiblemente
su deseo de mrticipar en el cré&dito
agricola aumeatari, Una estrategia
similar para entusiasmar la
participacidon de la banca privada en
crédito agricrla fué exitosamente
utilizada bajp el Proyecto para el

Me joramiento fe Pequefios Caficultores
(522-0176). Jurante los tres primeros
afios de este ¥royecto a través del
sistema de labanca privada, se
canalizaron mcursos de crédito de la
A.I.D, para méstamos de inversibn y
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(1) Private Bank Trust Account

The rationale of using private benks
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 967), the banks
have agreed to utilize their own
resources to finance the short-term
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produccién de los pequefios
cafifailtores. Se proporcionaron
margenes substancialmente grandes a
los bancos privados (6% overhead vy
4.5% para reservas) para motivar su
participacidn. Dezpués de tres aflos
bajo este programa y una alta tasa de
recuperacidn de préstamos
(aproximadamente 96%) los bancos han
aceptado usar sus prodlLos recur $os
para financiar el caoporente de
créditos de produccion de corto plazo,
habiendo incrementado la cantidad de
los recursos provistos por la A.I.D.
que pueden ser usados para expandir
las opertunldades de inversidn entre
los pequefios caficulteres.

La seleccidn de el(los) banco{s) que
maneje(n) fideicomiso(s) para respaldo
de las actividades del Proyecto, serh
realizada a través de un proceso
competitivo y la seleccion final sera
hecha a través de un mutuo acuerdo
entre la A.I.D. y el GOH. Se
requerird que los bancos envien sus
propuestas al BCH, de donde podran
obtener informacidn scbre el manejo de
estas cuenfras, la descripcidn sobre
serviclos suplementarios que podrian
sear provistos a los prestatarios; y
establecer la tarifa de administracibn
a cobrarse. ILons criterios adiclionales
de evaluacidn que seran utilizados
incluiran la experiencia del banco en
crédito agricola, su alcance naclonal
a través de sucursales, su capaclidad
empresarial demostrada, etc. Al
inicio, el nlmero de bancos privados
gseleccionados serid limitado (uno o dos
bancos) para reducir la complejidad de
administrar muchas unidades que
manejan cantidades limitadas y debldo
a que se espera que al principlo, un
n{mero pequefio de intermediarias
calificarén para su acceso durante la
fage inicial del Proyecto. Sin
embargo, unas vez que se acelere el
desarrollo del proceso, se considerard
la inclusidn de un mayor nfmero de
bancos privados.
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production component, thus increasing
the amount of A.I.D. resources that
can be usad to expand investment
opportunities 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
bor rowers} and state the management
fee to be charged. Additional
evaluaticn 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 fo 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.
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2. Fondo de Desarrollo Financilero

El Fondo de Desarrollo Financlero
(FDF) es una unidad autbnoma que sera
creada dentro de la Federacidpn de
Asoclaclones Comperativas de Ahorro y
Crédito (FACACH). TFACACH proporcionari
Delegacidn de Autoridad al FDF para
permitirle operar Independientemente
incluyendo la contratncidn de personal
colocacidn de recursos de
estabilizacidon y administracidn de los
actlvos del Proyecto.

La FDF sustenta un papel clave en la
ejecucidn del Proyecto, incluyendo:

el cumplimiento de los analisis
instituclonales; el diseffo de los
paquetes de servicio para las
intermediarias; el suministro de
asistencia técnica y entrenamiento; la
provisidu de subsidios
institucionalesy; y el monitoreo
general del desarrollo del proceso.
Ademas, el FDF ¢ jecutari el programa
de estabilizacidon financlera. El
proceso de estabilizacidn es una tarea
complicada y requerird habilidades
inicas en analisis financiero,
proyecciones de flujo de caja,
presupuestacidn, finanzas y
estrategias de reestructuracidn de
deudas.,

Corrientemente se cspera que todos los
créditos, (produccidbn e inversiones)
sean canalizados a través del sistema
de la banca privada, usando el
mecanismy de las cuentas de
fideicomiso discutido anteriormente y
la participacidn del FDF en la
provisidn de recursos crediticios,
estari limitada a la emisidu de un
“"Certificado de Elegihilidad” para
cada Intermediaria que busca acceso al
financiamiento. Lla administracidn de
las cuentas de fideicomiso por la
banca privada ser& evaluada anualmente
y si fuese necesario, el FDF tendrad la
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(2) Financial Development Fund

The Financial Development Fund (FDF)
{s 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 1s
a complex undertaking and will require
unique skills in financial analysis,
cash flow projection, budgeting,
finance, and debt restructuring
strategies.

Currently it 1is expected that all
credit (production and investment)
will be channeled through the private
banking system using the trust account
mechanism discussed previously and FDF
participition in credit provision will
limited to the emision of a
“Certificate of Eligibility” to each
interwmediary seeking access to
financing. Private bank management of
these fiduciary accounts will be
evaluated on an annual basis, and 1f
found to be necessary, the FDF will
also possess the ability to expand
into credit provision. 1In this case,
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potestad de ampliar su rol, hacia las
actividades de crédito. En este caso,
todos los términos y condicliones
aplicados a las cuentas de fldelicomiso
de 1a banca privada serlc aplicable al
FDF. Las razoues pura proporcionar
esta capacidad &) FUF se debe a la
estrecha relacidn que existe entre el
proceso de estabilisacidbn financlera
(o sma, renegoclac!in con los
acreetores, recstructuracidn de
deudas, inversidn de capi:ial para
establlizacidn, etec.) y la provisidn
de nuavos recursos a las
organizaciones interwmedliarias
participantes. [urante su ejecucibn,
el FDF realizarl un estrecho monitoreo
del proceso de desarrollo
institucional; certificara la
elegibilidad de la Intermediaria a los
recursos del Proyecte; proporcionaré a
las intermediarlas con asistencia
técnica y subsidios operativos; vy
algunas veces invertirid "capital de
establlizacidon™ dentro de las
organizaciones participantes. Este
potencial prestatario asegurard un
rapildo anfilisi{s, aprobacidn y reserva
de recursos, situacidn que podria
llegar a ser necesaria para
"garantizer” las inversiones de
estabilizacibn del FDF.

b. Clases de Financiamlento

El Proyecto a través de las
organizaciones Intermediarias,
promoverad el crédito de produccibn a
corto plazo y de inversiones a largo
plazo para el sector agricola. Es
demasiado prematuro determinar cuales
serin los términos y condiciones de
los préstamos dentro de las
operaciones de crédito al por mayor;
sin embargo, basindose en anteriores
experlencias de ia A,I1.D. y el Banco
Mundial sobre financiamiento de lineas
de crédito (las dos a través del BCH y
la banca privada y de desarrollo),
consideramos que por lo menos seria
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all teruws and conditions aprplied to
the private bank trust acrzount(s)
would be appllicable to the FDF, The
rationale for providing the FDF with
this capabflity 1s due to the direct
link that exists between the financial
stabilization preocess (1.e.,
renegoiiation with creditors, debt
restructuring, investment of
stabllization capital, etc.) and the
provision of new tesources to a
participating intermediary
organization. During implcementation
the FDF will be closely wmonitoring the
ingstitutional development process;
certifying Intermediar’ eligibility to
Pro ject resources; »nroviding
intermediaries with technical
assistance and operational support
grants; and at times investing
"gtabilization capital” within
participating organizations. This
onlending potential will ensure the
rapid analysis, approval and
allocation of resources, a sicuation
which may become necessary to
"guarantee” FDF stabilization
investments.

b. Types of Financing

The Project will promnr: lending for
short~term production and long-term
investment credit in the agricultural
sector through intermediary
organizations. It ig too early to
antfcipate 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 World Bank financed credit
lin 3 (both through the Central Bank
ana private aud miblic banks), we
anticipate that at a minimum,
short-term credit to the ultimate
borrower would be ¢xtended at, or
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posible proveer a los prestamistas con
créditos de corto plazo a tasas de
interés del mercado actual o un poco
mayores. Tal estrategla permitira
crear mayores reservas y consolidar
administrativa/financieramente a las
instituciones intermediarias.

(1) Préstamos para Produccidn

Se proporcionara financliamiento a
corto plazo a las intermediarias
elegibles, para que éstas provean
préstamos a sus miembros para sus
requerimientos relaclonados con la
produccidon o negoclos, es decir,
capital a corto plazo para sus
operaciones de compra de Insumos
agricolas tales como: semillas,
fertilizantes, agroquimicos e
implementos agricolas (rociadores,
herramientas manuales, materilas
primas, reposicidn de inventarios,
etc.). Lla elegibilidad para el
financiamiento de cada Intermediaria,
serf determinada por el Fondo de
Desarrollo Financiero (FDF). Se
espera que las Intermediarias utilizen
politicas similares a las del FDF en
sus préstamos a las afiliadas y/o
agricultores asoclados y la egibilidad
estara basada en criterios tales cowo:
el historial crediticio del
prestatario; la aportacidn de capital
efectuada; el acceso a la asistencla
técnica y mercados; y, la viabilidad
comercial de la inversidn propuesta.

(2) Préstamos para lnversibdn
de Capital

la segunda clase de financliamiento
nuevo que se proporclonarid bajo el
Proyecto, consistirf en capital de
inversiones a mediano y largo plazo.
El crédito se proporcionaré para
realizar inversiones agricolas como:
establecer facilidades de
almacenamiento de granos; sistemas de
irrigacion, 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, 1.e., short—~term working
capltal, agricultural input purchases
such as seeds, fertilizers, chemicals,
and small farm 1mplements (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 policles 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, leaschold improvements, and
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empaque, vehfculos, mejoras de
arrendamientoe y poaibiemente, la
coaupra de tierves. Los términos bajo
los cuales se suminictrara este
financiamiento a las {ntermedlacias
calificadas seri negoclable. 5in
embargo, la eglhilidad para el acceso
a estos recursos, secrh determinada al
comprobar la capacidad de
administracion fin~rciera, su
participacidn de capiral en la
intermediaria, la caltdad de su
cartera de préstamos a corto plazo y
su capacldad de pago. El FDF
agegurari el curplimiento de estos
criterios de elegibiltdad,

Puesto que se espera se proporcionen
pequefics préstamos para Inversiones
durante el primer afio de vida dei
Proyecto, lasg tasae de interfs para
los préstamos a m=:!f:nn y largo plazo
gser&n definitivamente establecidas,
una vez que el equips técnico conjunto
formado por AIDA y AID/H haya
completado un analisis de la situaclon
crediticia naclonal y las polliticas
sobre tasas de iInterfs a flnalesg de
1986, Un problema a considerarse, es
el impacto que las pnliticas
macroecondmicas habran causado por la
contraccldon de las lnverslones dentro
del sector agricola. Al presente
virtualmente, no existen recursos
disponiliies para préstamos de mediano
y largo plazo, excepto para lineas de
crédito especiales creadas mediante
donaciones Internacionales. Algunos
observadores creen que se requieren
medidas especiales para promover
mayores inversiones, incluyendo una
posible reduccldn de los topes en las
tasas de interés, aceptar una tasa
relativamente mas alta de inflacion
como el costo incrementado del crédito
ofrecido por el sector privado o, un
aumento en Ja provieidn dirigida a los
programs de crédito con recursos de
la AID, para inversionea de mediano y
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perhaps, land purchase, The terms
under which such financing is provided
to the qual’fied incermediosries will
be negotiable. However, eliglbility
fFor access co these resources will be
detarmined by demonstrated financial
management capability, member capital
participation in the intcrmediary, the
quality of {ts short-term loan
portfolio, and abllity to repay.
Compliance with these eligibllity
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 en

AID M -USAID /Honduras joint task force
which 1s expected to complete an
analysis of the natfonal credit
situation and interest rate policy 1n
late 1986. At issue is the impact
that macroeconomic noltcies 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 belfeve that
speclal measures are required to
further promote investment, including
a possible reduction of the ceiling on
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largo plazo a tasas de interes que
reflejen el costo del capital de largo
plazo en la economia hondurefia, en
lugar de las actuales politicas de
austeridad. Otros observadores creen
que tales medidas podrian socavar el
delicado balance del actual programa
ecordmico o desbaratar los esfuerzos
para estabilizar la economia. Luego
de concluldo el analisis de crédito a
fines de 1986, la Misidn negociarid con
el GOH y establecera las politicas
para el crédito de mediano y largo
plazo, las que serfn aplicadas por el
Proyecto en su programa de préstamos.

c. Aplicacidn del Proceso

Todos los requerimientos de acceso a
las lineas de créditn, que sean
manejadas ya sea por el sistema de la
banca privada o del FDF, deben ser
originados por las organizaciones
intermediarias. Las solicitudes verln
enviadas al FDF para una revisidn
preliminar, la que luego serf endosada
y posteriormente remitida a la
correspondiente ventanilla de
financiamiento para su final revisibn
y aprobacidn. En vista de que el
endoso hecho por el FDF serh un
pre-requisito para la aprobacidn final
del préstamo, la Institucidn
financliera analizari y dara la
aprobacion final a todas las
golicitudes de préstamo. El analisis
que realice la banca privada a cargo
de las cuentas de fideicomiso,
reducirl el grado en el trabajo de
anilisis 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
préstamo, los desembolsos serin hechos
por la institucidn financilera, a 1la
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.1.D. resources for medium and
long-term investments at interest
rates which reflect the long-term cost
of capital to the Honduran econcmy
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 negotilate
with the GOH and establish the medium
and long-term credit policies to be
appl lied 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
endor sement and then forwarded to the
appropriate financing window for final
review and approval. While Fund
endorsement will be a prerequisite to
final loan authourization, the
financing institution will analyze and
provide final approval to all loan
requests, The analysis to be

under taken 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 sevin analizadas
y dictamiradas en base a ua conjunto
de criterios gue incluve lo

sigulente: (1)/personalidad juridica
de la organi{zuacidn Intermeldiariag
(2)/certificacidn del FDF de
participacibn en -l rroyecto;
(3)/viabilidad firaciera de los
préstamos solicitados; [4) historlal
crediticio anterior; (5) capacidad
gerenclal; (6) estrategics de
inversidn coherentes; (7) capacidad de
amortizacibdn; y, (8) empleu de
politicas consistentes con la
estab{lidad financiern. Los términos
y condiclones precisas, variaran
dependiendn del tipo de tinanclamiento
requerido. Sin embargo, las
experizncias con otvos donantes y uso
de lineas de créd:to financiadas por
la AID, indica que el credito de corto
plazo gerfi extendit: al usuario a
tasas un poco pov encica de las
existentes en el mercado. Tal
estrategia permitlrd la creacidn e
mayores reservas y recspaldo a la
estabilidad financiera de la
organizacidon intermediaria. Fl uso de
tasas de mercado tamhién generara
ingresc institucicnal que puede ser
usado para ampliar los programas de
asistencia técnica y entrenamiento
para asoclados y dirigir la asignaclbn
de recursos para ¢l uso de tecnologia
apropiada e lnversiones. la politica
sobre tasas de interés para préstamos
de corte plazn, serh revisada
regularmente para asegurar que durante
toda la vida del Proyecto, las tasas
de Interés para préstamos estén
acompasadas con las que prevalecen en
los niveles de mercado.
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All loan applications will be judged
aga inat a sct of criteris which will
include the fellowing: (1) legal
recognition of the ‘intermediate
organiza:ion; (2) ¥OF certification
of parilcipation in che Projecty (3)
financial viability i the requested
loans; (&) prior credit historyy, (5)
management capability; (6) coherent
investment strategles; (7) ability to
repay; and (8) employment of
operaticndl pollicies consistent with
financial stability. [he exict credlit
terme and conditions will vary
depending upon the typ» of “inancing
requested. Nevertheless, experience
with other donor and A.1.D., flnanced
credit lines indicates that short-term
cred{it will be extended to :he
ultimate horrower at or slightly above
exlsting market rates. Such a
strategy will permlt greater reserve
creation and aupport the financlal
stabliity of the f{aterme:dlary
organization. The use ¢ market rates
will also generate Iascitutlonal
income that can be used to expand
technfcal assistance and training
programs for members, and, to direct
resource allocati{on toward the most
appropriate technclogy use and
investment. Short-term interest rate
policy will be reviewed on a regular
bagls to ensure that lending rates are
in line with prevailing market levels
throughout the life—of-wrnject.
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ARTIQULO C
Ejecucidon del Proyecto

SECCTON C.1. 1la principal agencia de
contraparte del Proyecto sera el
Ministerio de Economla (MdeE).
Oficlalmente, en los asuntos de
ejecucidn del Proyecto, el MdeF estara
representado por la Direccidn de
Fomento Cooperativo (DIFOQUOP), una
dependencia semiautdédnoma a cargo del
desarrollo, legislacidn, y regulacibn
del movimiento cooperativo.

a. La Direccidn de Fomento
Cooperativo

El papel que desempeflara DIFOCDOP en
el Proyecto, es una combinacidn de
actividades administrativas y la
provisidon de aslstencia técnica a las
organizaciones intermediarias
participantes. Fn su papel
administrativo, DIFOCOOP establecera
una Unidad Administradora del Proyecto
(UAP) que estari ligada al Fondo de
Desarrollo Financiero (FDF). Fsta
Unidad proporcionars respaldo
administrativo al Proyecto, que
incluye: servicios contables,
remisitn y control de sollicitudes
presupuestarias, monitorec de las
donaciones para respaldo operativo
proporcionadas a las Intermediarias,
etc. la unidad estara constituida de
un pequeno personal bien califfcado
contratado con fondos de contraparte
(ESF), quien 1llevari a cabo sus
responsabilidades asignadas bajo la
gula de la Direccidn Superior de
DIFOOP. Para la provisidn de la
asistencia técnica, el personal de
DIFOQOP coordinarf estrechamente con
el equipo de asistencia técnica del
FDF y mrticipar& en el proceso de
desarrollo institucional que se
realizari dentro de cada organizacidn
participante. FEsto incluirl la
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ARTICLE C
Project Implementation

SECTION C.1. The principal

counterpart agency for the Project
will be the Ministry of Economy

(MOE). Officlally, on project
implementation matters, the MOE will

be represented by the Directorate for
Cooperative Development (DIFOOCOOP), a
seml -autonomous dependency charged
with the development, legislation, and
regulation of the cooperative movement.

a. The Directorate for
Cooperative Development

DIFOOOOP's role in the Project is a
combination of administrative
activities and the provision of
technical assistance to participating
intermediary organizations. 1In 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 nf a small, well-qualified
staff, financed with ESF counterpart
funds, who will carry out their
assigned responsibilitf{es under the
guidance of the DIFOCOOP General
Director. 1In the provision of
technical assistance, DIFOODOP
personnel will coordinate closely with
the technical assistance unit of the
FDF and participate in the
institutlonal development process to
take place within each participating
Intermedlary organization. This will
include the preparation and refinment
of the organizational treatment
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pceparacidn y afinawlento de los
paquetes de tratemiento organizativo,
la asistencia cn la fntroduccidn de
cambios una ver desarrolliados les
paquetes, la provisiba de
entrenamiento al perconal de lag
cooperativas y ln conduccidn de una
auditorla regular de sus operaciones.
Finalmente DIFCCOOP participari en la
pre—calificaclida e las Instituciones
que buscan antrar &1 Proyecto,
monitoreo de la ejecuctidn de las
actividads del Proyecto v, asegurar el
cumpl imfento de la leglalacidn
cooperativa.

b. £l Foudo de Desarrollo
Financlero (¥DF)

De ecuerdo a 1o indicado en la Seccidn
B.2.2, el papel clave en la ejecucibn
serh llevado o cal. ror el Fondo de
Desarrollo Financiero (FDF)que sera
creado durante lu fase de inicio del
Proyecto. El FDF tendr& una comptieta
autonomia de gestidn e independencla
operativa., FEsta autenomi{i &3
necesaria debido a la especial
relacibn que existirf crire el FDF y
FACACH. Fl FDF operard bajo la chpula
de FACACH, sin ewbargs, se requeriri
que la Fedevecldn cumpla la misma
clase de criterios de particinacibn
que son requerldns para la=z otras
intermediarias., Ila auvtonomia del FDF
agtarf asegurada g través de la
Delegacidn de Autoridad que
establecerf claramente la
responsabilidad y obligaclones de
ambas entidades. Fste relacion legal
serf revisada peribdicamente para
garantizar su cumplimiento.

La conexidn entre el FDF y FACACH se
hizo debido a: (1)/encarar la
preocupacibn del GdeHd que el Proyecto
no vaya a crear de inmedlato una
Fundacibn nueva e independiente, como
ge propuso en el disefio ariginal vy,
(2) proporcionar a la Federacidn la
oportunidad de aprender el manejo de
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packages, assisting these
organizations In introduvcing the
changas once the package has been
developed, providing training to
cooperative persoanel, and conducting
recvlar euditas of their operations.
Finaily, DIFGIOOP wilt participate in
the pre—-quirlification cf intermediary
institutions seeking entry to the

Pro ject, wonitor {implementacion of the
Project activities, and ensure

compl lance with cooperative
legislacion,

b. The Financial Development Fund
(FDF)

As discussed 1u Section B.2.2, the key
role in implementaticn will be carried
out by the Financial Development Fund
(FDF) to be created durlng the
Project's start-up phase, The Fund
will possess romplete administrative
autonomy and operational

independence. This autonomy 1s
necessary due to the unique
relationship that will exlst between
the FDF and FACACH, Alchough the Fund
will operate under the FACACH
umbrella, the Federaticn will be
required to meet th2 same kinds of
participation eriteriu as are required
of other Intermediarics. TFD'F autonouy
will be ensured throupgh a bipding
Delegation of Authoriiv which wlll
clearly delincate the responsibilities
and obligatlons of both entities.

This legal relatlonship will be
reviewed perfodically to ensure

comp! {ance,

The linkage between the FDF and FACACH
is being made to (1) address the
concern of the GOH that the Preject
not immedlavely create a new,
independent Foundatioa, as was
proposed in the original design, and
(2) to providz the Credit Union
Federation with the opportunity to
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los sofisticados mecanismos
financieros del FDF, capacidad que
serd necesaria para estahilizar a
muchas de sus afiliadas problemfticas.

El Fondo de Desarrollo Financiero
tendra como objetivo el
establecimiento de una base de
recursos técnicos para fomentar el
desarrollo del sector agricola
-hondurefio por la promocibdn del
desarrollo institucional de las
intermediarias rurales. Bajo el
Proyecto, el FDF llevara a cabo una
serle completa de actividades
relacionadas con el desarrollo y la
establlizacidn financiera de la
Intermediaria. Una tarea inicial sera
preparar o actualizar los perfiles
institucionales de participantes
potenclales 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 disefard los
paquetes de tratamiento
administrativos y asistirad a las
intermediarias en su adopcibn. Esta
asistencia del FDF en desarrollo
institucional incluirh la programacibn
de asistencia técnica financiada por
el Proyecto tanto de largo como de
corto plazo y comprende el desarrollo
de planes de trabajo, distribucién de
tareas, asignacidon de contrapartes y
monitoreo del {mpacto de la asistencia
técnica. Finalmente, el personal del
FDF, en coordinacifn con DIFOCOOP,
proporcionari respaldo en
entrenamiento, extensidn, mercadeo y
crédito para cada intermediaria
participante como un respaldo al
personal gerenclal y de liderazgo.
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learn the sophisticated FDF financial
mechanisms, skills that will be
necessary to stabilize many of {ts
problem affiliates.

The Financial Development Fund will
have as 1ts 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 lmpact. Finally,
FDF personnel, in coordination with
DIFOOOP, 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 area de Interés para el
FDF serh la cstahilizaci?n financiera
de las intermediarias. Counn se
describid anterforwneute, el VDI
canpletard la normallzacibn Ulnoactlera
de lag intermediarins participantes a
través del uso de una canpiela
combinaclon de mecantismos flnancleros,
incluyendo pos!bles eliminaciones de
afilladas gque no sesn viables y
también la liquidacién de activos no
productivos. Fn gstas negnclacinnes
con los acreedores de las
intermediarias, el FDF tratvara de
establecer convenios cuando fuese
necesario para la moratoria de las
deudas negocladas o Interrupctdn del
pago de las mismns y buscara la
reestructuracion de deudas medlante:
e) diferimliento de los pagos de
interesee o amortizacldn del capital,
la Junta de Acreedsree y una
reprogramaci{dn del calendario y los
compromigos del préstamn. la
reprogramaclidn del calendarlo de
pagos, puede incluir descuentos del
principal y los {ntereses, el uso de
garantias de préstamo del FDF y la
posibilidad de fnversiones de capital
del FDF en una intermediavia. Fn
todos los casos, el proceso de
estabilizacidn serk regido por
convenics contractuaies garantizados
(Contratos de Establlizacldn) entre el
FDF vy las organizaclones, sean éstas
clpula o afiliadas. Estos convenios
especl ficarin que, a cambio de la
asistencia en el manejo de sus deudas
pendientes, las organizaciones darén
al Fondo un clerto nivel de control
sobre sus politicas, procedimientos y
operaciones. FEste control incluirh
autoridad para la aprobacibn de
presupuestos, planes operacionales,
cancelacidn de deudas y solicitudes
para nuevo financiamiento. El grado
de participacibn del FDF en las
operaclones internas de una
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A second area of concernr for the Fund
will bhe the financial stabilization of
the intermediaries. As described
previously, the FDF will accowplish
the financlai normalization of
parcicipating internediaries through
che uge of a complex mix of firancial
tools, including possible elimination
of non-viable affiliates and
liguidation of non-performing assets.
In {te negotlations with intermediary
creditors, the FDI” will seek
negotiated debt moratcvia or

for bearance agreements where
necessary, and will persue debt
restructuring through deferral of
interest or ptrincipal payments, the
consolidation of creditors, and a
general rescheduling of loen

commi ttments. The re=cheduling
process may include prvincipal and
interect buy-—downs, the use cf FDF
loan guarantees, 2nd the possibility
of F¥DF equiry participarion in an
interwediary. Ia all cases, the
stabilizat{on process will be governed
bv 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 manazement of
outstanding debt, the organizations
will entrust the Flnancial Development
Fund with a certaln level of control
over thelr policles, procedures, and
operations. This control will include
approval authority over budgets,
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intermediaria ser&d determinado por la
complejidad de la normalizacin
financiera requerida, el nivel de
riesgo que serf asumido por el Fondo y
el grado de desarrollo institucional.
Esta participacidn del FDF sera
claramente delineada en el Contrato de
Estabilizacidn.

Finalmente, el Fondo tendri la
capacidad para expandir y canalizar
financiamiento nuevo de corto y
mediano plazo para las intermediarias
elegibles si esto fuera necesario.

Llos términos de tales financiamientos
serfan los mismos que usarin los
bancos privados seleccionados para
administrar fideicomisos y la
Intencidn serd desarrollar un esquema
de lineas de crédito para préstamos a
fin de simplificar el proceso
crediticio y el mon’tnreo. Es también
posible que el FDF requeriré
participacidn de capital en el Fondo
por parte de la intermediaria al
momento de la cancelacidbn del prestamo
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 1la
intermediaria ganarlan intereses por
esa participacion, (como un porcenta je
de las utilidades generadas) y se
proporcionaria a la organizacidn un
puesto en la Junta de Directores del
FDF. Deberla notarse que tal
participacidn de capital es uno de los
objetivos de largo plazo del Proyecto
Yy no se espera que esto ocurra durante
la etapa inicial del mismo. El
énfasis inicial de la actividad
crediticia estara dirigido al
incremento de los flujos de recursos
productivus, su inversidn en el sector
rural y el fortalecimiento de la
capacidad para la formacidbn de
capitales en cada organizacibn
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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
delincated in the Stahilization
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 1s 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. 1If esuch 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 i3 a long-term goal, and
it 18 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. Llos
térninos de préstamo del FDF serén
claramente definidos en un Contrato de
Préstamo formal que tendrd un formato
similar al de los convenios de
estabilizacldpn discutidos
anteriormente.

El Fondo de Desarrollo Financiero seré
dirigido por una Junta de Dlrectores
de seils miembros que proporcicnard
orientacibn sobre la politica general
de la organizacidn; aprobarad politicas
operacionales especfficas del FDF (por
ejemplo, crédito, reestructuracitn de
deudas, contratacidbu de personal,
presupuestos, etc.); y dard su
aprobacibn final para el desembolso de
asistencia crediticta y de
estahilizacidn a las Intermediarias
participantes. La Junta de Directores
incluivh representacibn de la banca
privada y del secunr agricola, asl
como la partipacidn de personal
técnico del Goblerno de Honduras. .
presente, se espera que esta
representacidn incluirh al Ministro de
Hacienda y Crédfto PGblico, al
Ministro de Economia, a la Federacibon
de Asoclaciocnes de Cooperativas de
Ahorro y Crédito de Honduras (FACACH),
el Gerente General del Fondo de
Desarrollo Financiero, un
representante del sistema de la banca
privada y el representante de la AID.
Se espera que este grupo proporcione
serviclos voluntarios. Ila
administracibn diaria del FDF estard a
cargo de un Gerente General asistido
por un personal de respaldo
administrativo de alta calificacibn
profesional. El Gerente ser8 un
profesional con sblidas credenciales
en las fireas financiera y agricola y
un historial que compruebe sus logros
profeaionales. El candidato sera
selecclonado y contratado por la
A.I.D. a través de un proceso
competitivo y utilizando los
procedimientos normales de
contratacidn de personal de la A.I1.D.
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The Financial Development Fund will be
guided by a six member Board of
Tirccoors 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 disbursal of
stabilization assistance to
participating intermeciaries. 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 Minister 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
represcentative 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 gqualified
professional and administrative
gsupport staff. The Manager will be an
individual with sound credentials in
finance and agriculture and proven
record of managerlal 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 seri asignado
a tres unidades funcionales -- una
Divisidén de Servicios Financieros, una
Divisidon de Servicios Técnicos y una
Unidad Administrativa.

(1) Divisidn de Servicios
Financleros

La Divisidn de Servicios Financleros
estara compuesta por un Jefe de
Divisibn, cuatro Oficlales de Préstamo
y un Economista. Las principales
tareas de esta Unidad serdn conducir,
conjuntamente con la Divisibn de
Servicios Técnicos, los perfiles
institucionales de las intermediarias
y disefiar los paquetes de tratamiento
para las modificaciones
administrativas. Ademis, la Unidad
negoclarid los contratos de
estabilizacidn financiera con las
intermediarias, realizar& el monitoreo
para que las intermediarias cumplan
los términos y condiciones de estos
contratos y negoclara la amortizacibdn
de las deudas de la intermediaria con
los acreedores. La Divisibn
Financiera estari tambien a cargo del
anilisis preliminar de la soliciind de
financiamiento de las intermediarics
antes de su presentacidn al(os)
banco(s) fideicomisario(s). Como se
Indicd, las inversiones hechas por el
FDF para estabilizacibn tendrén
aprobacidn final de la Junta de
Directores después del anflisis hecho
por la Divisidon de Servicios
Financileros.

(2) Divisidn de Servicios Técnicos

La Divisidn de Servicios Técnicos
estar8 compuesta por un Jefe de
Divisién coanplementado con
especlalistas en Crédito, Mercadec,
Extensidén, Agronomla, Proceso y
Desarrollo Organizativo. Participar&
en el desarrollo de los perfiles

Page 36 of 44

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 & Division Chief, four Loan
Of ficers, and one kconomist, The
principal tasks of this unit will be
to conduct, 1n 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 folloiing 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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institucionales y diseftari los
paquetes de tratamiento, también
proporcionard respaldo a las
intermediarias a través del proceso de
desarrollo instituclonal, Su funcibn
de respaldo pondrf énfasils en e!l
anilisis de problemas técnicos
incluyendo el disefio de molitlcas,
seleccibn y entrenamiento de personal
administrativo, orlentacldn y
cotizaciones sobre lna vorvicing
proporcionados a los wlewbrus y la
identificacibn y adquisicidn de otros
servici{os técnicos tanto dentro de
Honduras como en el exterior, para
resolver las areas problemfticas.

(3) La Unidad Adwministrativa

La Unidad Adminisirativa del Fondo de
Desarrollc Financiero est& compuesta
por un Jefe Adminisirativo, personal
secretarial y la Uuildaa Administrativa
del Proyecto (PAU) de DIFOCOOP. Esta
oficina estarh a cargo de todos ln¢
aspectos administrativos del Proyecto,
incluyendo respaldo loglstico,
contabilidad, control presupuestario,
reportes financieros, archivo y
compras, La Unidad Adwinistrativa
prepararl todos los Informes
financieros trimestrales, se asegurara
que todos los archivos (o sea,
inventarios, contabilidad, reportes de
progreso, etc.) se mantengan
actuallzados y contralard todos los
desembolsos y liquldaciones de los
fondos de respaldo operacional
proporcionados a las intermediarias
participantes. Finalmente, la Unidad
Administrativa proporcionaré el
asesoramiento legal requerido por el
Fondo de Desarrollo Financlero que
esté relacionado con aspectos
contractuales de reorganizacidn
administrativa, estabilizacibn
financiera y/u operaciones crediticias
de las intermediarias.
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of the treatment packages, and provide
support to the Intermediaries’
throughou* the instltutional
development process, Thelr
backstopping function will emphasize
analvsis ol technical problems,
including policy design, selection and
training of managemment personnel,
orientation and pricing of services
provided to members, and the
identification gnd procurement of
technical services, both within
Honduras and overseas :o address
problem arees.

(3) Administrative Unit

The Administrative Unit of the
Financial Development Fund will be
composed of an Administrative Chief,
secretarial staff, and the DIFOCOOP
Project Administrative Init (PAU).
This Office will be cherged with all
aspects of project administration,
including loglstic suppert,
accounting, budget controls, financlal
reporting, filing and procurement.

The Administrative Unit will prepare
all quarterly financial reports,
ensure that all flles (l.e.,
inventorles, accounting, progress
reports, etc.) are maintained on a
current status, and control all
disbursement and liquidation of
operational support eraats provided to
participating intermediaries.

Finally, the Administrative Unit will
procure as uceded any legal counsel
required by Financial Development Fund
on contractual matters related to
intermediary administrative
reorganization, financial
stabllization and/or credit operations.
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SECCION C.2. Plan de Ejecucibdn.

Un Plan de Ejecucidn del Proyecto serh
desarrollado por el perscnal técnico
del FDF asistido por los téecnicos del
Proyecto de la A.I.D. y DIFOCOQOP,

Este plan seri revisado
trimestralmente. El plan y sus
revisiones subsiguilentes estaran
sujetas a la aprobaclbébn de la Junta de
Directores del FDF y la A.I.D. El
plan inicial debera contener los
siguientes elementos a revisarse seg(n
sea necesarlo en la planificacibn
subsiguiente:

a. un calendario de actividades
del Proyecto;

b. un plan de adquisiciones 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.;

z. un plan de asistencla técnica
que 1dentifique el tipo de asistencia
técnica que dispondri el FDF para las
cinco organizaciones intermediarias y
las fechas en que dichos asesores
estaran trabajando con la unidad;

d. una resolucidn para el
ordenamiento administrativo que
asegure la preparacibn y presentacibn
oportuna de los informes del Proyecto;

e. un plan financlero
consistente en rubros presupuestarios
por componente en forma trimestra_
para el primer affo calendario del
Proyecto y por categoria
presupuestaria para la vida restante
del mismo; vy,

f. un plan de capacitacidn para
el primer aflo calendario y el rol de
la asistencia técnica en este
entrenamiento.
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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 revised as neceéssary in
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.I1.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. Coordinacidn del
Proyecto. Para proporcionar una
coordinacidn adecuada entre la A.I.D.,
el Prestatario/Donatario y las otras
entidades participantes con respecto
al Proyecto, asl como asistir en el
cunplimiento de las regulaciones de lv
A.1.D. y otras estipulaciones de estr
Convenio, se contratarn a un técnico
contratista PASA y un aslstente del
gerente de Poryecto a tiempo

completo. Ellos: (1) coordinaran la
documentacidn oficlial y correspondencia
de 1la A.1,D.-DIFOCOOP/FDF,

(2) proporcionarén asistencia técnica
a las unidades ejecutoras del Proyecto
en todos los aspectos del mismo,
(3)//verificarfn que los
procedimientos aproplados sean
segulidos para todas las compras,
contratacidn y administracibn, y

(4) /proporcionarfin la documentacibn
interna de la A.I{.D. (informes
trimestrales, enmliendas, etc.) en
borrador al gerente de proyecto <. la
A.I1.D. Ademhs, un tercer técnico de
largo plazo serd contratado por el
A.1.D. mra proporclionar respaldo a
las cooperativas de servicios
agropecuarios (UNIOCOOP) por un
periodo de nueve meses mientras los
técnicos del FDF son contratados y
reclutados.

SECCION C.4. Evaluacidn del
Proyecto. Durante la vida del
Proyecto, se llevarfn a cabo
evaluaciones conjuntas por DIFOCOOP y
la A.I1.D. para evaluar el progreso en
el cumplimiento de las metas.

Informacidn de linea base fidedigna
sobre el estado soclal y econbmico a
nivel de la poblacidn meta serf
necesaria para medir el impacto del
Proyecto sobre los beneficiarios.
Aunque cierta informacibn estéa
disponible para la Misidn y para el
Prestatario/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
participating entities with respect to
the Project and to assist iIn
compliance with A.i.D. regulations and
other provisions of this Agreement, a
full time PASA contractor and a full
time assistant prc ject manager will be
hired. They will: (1) coordinate
A.1.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 , coutracting and
management , and (4) provide essential
in-house A.I.D. documentation
(quarterly reports, amendments, etc.)
in draft to the A.I.D. project
manager. In addition, another long
term technician will be contracted by
A.I1.D. to provide support to the Union
of Agricultural Service Cooperatives
(UNIOOC00P) for a 9-month period while
the FDF techniclans are being
identified and contracted.

SECTION C.4., Project Lvaluation.
During the life of the Projecu,
evaluations will be carried out
jointly by the FDF and A.I.D. to
assess progress In meeting output
targets.

Accurate basellne 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 Borrower/Grantee,
further steps must be taken, The Area
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pasos adicionales. El método de Marco
Muestral por Area desarrollarh
informacidn adicional durante el curso
de la ejecucidn. Se harin disponibles
fondos de donacibn y de contraparte
para este propbsito.

La informacidn de linea base sobre la
organizacibn y el estado financiero de
las intermedlarias participantes es

del Proyecto sobre estas entidades.
Para las cinco organizaciones chpula,
esta informacidn (o sea, hojas de
balance, patrones de personal,
politicas, objetivos) fué obtenida
mientras se diseflaba el Proyecto. Se
obtendra informacidn similar de los
afiliados como parte del proceso de
formulacidn de los paquetes de
tratamiento de reorganizacibn. Esta
informacidn ser& desarrollada durante
los puntos intermedios de ejecucibn
para determinar el grado hasta el cual
los cambios instituclionales estén

me Jorando las operaclones de las
intermediarias y hasta donde puedan
ser necesarias las modificaciones
adicionales.

Después del tercer affo del Proyecto,
una evaluacidn en gran escala y una
revision intensiva seran llevadas a
cabo. El objetlivo bisico de esta
evaluacidn ser& examinar el progreso
del Proyecto, sl fuese necesario
discutir posibles cambios para me jorar
la ejecucidn y determinar la
viabilidad de la continuacidn del
Proyecto.

La asistencia técnica a corto plazo
serd contratada para trabajar en
colaboracidn con el Oficial de
Evaluacibn 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
pur pose.

Baseline data on the organization and
financial status of the participating
intermediaries 1s 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 to which

fur ther 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 1if
necessary to improve performance and
determine the viability 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 DIFOOCOOP and the FDF
to complete the planned evaluations.

W
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SECCION C.5. Adguisiclones del
Proyecto. los fondos de Donacidn del
Proyecto seran utilizados para
adquirir los servicios y bienes
requeridos para elecutar esta
infcifatfva. FEl Proyecto financiarég le
adquisicibn de asistencia técnica,
equipo y materiales y la capacitacibn
en el extranjero y el pals en
proporcidon limitada. 7Toda la
asistencia técnica serd contratada
directamente por lu A I.D. utilicando
vias Institucionales, PSC, PASA y
normas de contratacidn del pais
anfitridn. Un contrato Institucional
serf otorgado al postor mis
regpondiente y caltficado a un RFTP
em tido por la Misidon. Se formar& un
comité conjunto de la USAID/Honduras y
del Pals Anfitribn para revisar y
clasificar las propuestas y
seleccionar al contratista. El
Contrato de Servicios Personales (PSC)
ser8 otorgado a un individuo
calificado para que sirva como
asistente al Administrador del
Proyecto de la USAID/Honduras en la

e jecucidn de este esfuerzo. El
reclutamientn y seleccidn del
individuo serf& hecho de acuerdo con
los procedimientos de adquisicibn
competitiva de la A.I.D. Una
negoclacibén PASA con la USDA serh
utilizada para asegurar los servicios
de un especlalista en An&lisis
Financiero que también asista al
Administrador del Proyecto de la
USAID/Honduras en efectuar la
ejecucibn.
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SECTION C.5, Project Procurement.
Project Grant funds will be used to
procure the services and goods
required to 1implement this

Initiative. The Project will finance
the procurement of technical
assistance, commodities and a moderate
amount of of f-shore and in-country
training. All technica® assistance
will be contracted directly by A.I1.D,
veing Institutional, PSC, PASA and
host country contracting modes. An
Institutional contract will be let to
the most responsive, qualifiad bidder
to an RFTP issued by the Mission. A
joint USAID/Honduras - Host Country
comnittee 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 speclalist in
Financial Analysis who also assist the
USAID/Honduras project manager in
effecting implementation.
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Los bienes comprados bajo el Proyecto
involucraran compras locales e
internacionales. Las compras
internacionales también serfn

llevadas a cabo ya sea por la A,1.D,
en conlaboracidn con el pais anfitrion
a través del proceso formal IFB o el
contratista seleccionado comprari los
artfculos para las Instituciones que
serén asistidas por el Proyecto. Un
comité del Praovecto de la

USAID /Honduras preparari las
especificaciones técnicas, prepard y
emi tird la documentacidn, revisara las
respuestas y seleccionari la firma més
respondiente. Las compras locales
serin efectuadas por la agencia de
contraparte de acuerdo con los
procedimientos de la A,I.D. en lo que
respecta a publicacidn y competicidn.

El elemento de capacitacidn del
Proyecto consistird en cursos cortos,
de no mis de tres meses de duracidn,
para aproximadamente 30 oficlales de
las organizaciones intermediarias
participantes en anilisis financiero y
desarrollo institucional. Estos
individuos seran nominados por las
instituciones para las cuales ellos
trabajan y su seleccidbn estari suleta
a la aprobacidn de la A.I.D. Ellos
serdn tramitados a través de los
procedimientos normales de los PIO/P,

SECCION C.6. Plan Financiero. El
coste total estimado de actividades a
ser financiadas bajo este Provecto es
de $35,804,000. De esta cantidad, la
A.1.D. proporcionar& $7,500,000 en
fondos de donacibn y $8,500,000 en
fondos de préstamo. los recursos de
la A.I1.D. serin complementados por una
contribucidon de $19,804,000 del
Prestatario/Donatario. La
contribucidn de la A.I1.D. para el
Proyecto es del 45 por cilento de los
costos totales, mlentras que el
Prestatario/Donatario apoyarf 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. iIn
collaboration with the host country
through the formal IFB process or the
contractor selected will purchase the
comnodities for the institutions to be
assisted., A U5AID/Honduras project
comnittee 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,I1.D. procedures 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
435,804,000, Of this amount, A.I.D.
will provide $7,500,000 in grant funds
and $8,500,000 in loan funds. The
A.I.D. resources will be complemented
by a $19,804,000 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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Fl dinero de la donacibn rera
utilizado para financiar los costos de
asistencia técnica (largo-plazo y
corto plazo), capacitacion,
evaluaciones de proyecto y asuditoria.
los recursos del préstamo scran
utilizados para establecer las cuentas
de fideicomiso para préstamos de
produccidn a corto plazo y crédito de
inversidn a medianoc plazo para las
organizacibnes intermediarics
calificadas. los fondos de la
contraparte financiarfn apoyo
instituct{onal y la cuenta de
estabilizacibdn 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 medium~term investment credir to
qualifying Iintermediary

organizations. The counterpart funds
will finance institutlonal support and
the financial stahilization account.
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FIGURA 1

Distribucidn Ylustrativa de
las Tasas de Interés

A.1.D.
2.0% a 3.0U%
BANCO CENTRAL
.57
FIDETCOMISO PARA CAPITALIZACION
2.0%2 a 3.5%

ADMINISTRACION DEL FDF Y LA
BANCA PRIVADA

2.0% a 4.0%
MARGEN ORGANIZACIONES INTERMEDIARIAS
6.0% a 7.5%
MIEMBROS

15.5% a 17.0%
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FIGURE 1

Illustrative Interest Rate
Distribution

A.1.D.
2.0% to 3.0%
CENTRAL BANK
5%
TRUST FUND CAPITALIZATION
2.0% to 3.5%

FDF AND PRIVATE BANK ADMINISTRATION

2.0% to 4.0%
INTERMEDIARY ORGANIZAT ION MARGIN
6.0% to 7.5%

MEMBERS

15.5% to 17%
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TOT4 PROJECT: ALL FARPEL [NTERMEDIARIES

TN EIRIIICANSEXESISITAIINAZIRIIIZLERCS

Looos Particspating

Fare units Partacipating
dverdge Nusber of Units Fer Coop
Avérage Annmal Srowth Rate

Wet Incresental Incowe Overail

Interaal Rate of Return #/]

T¥FISSEERrICEIEYRESRICST

Net increserty! Incose: Fars Units

Xet Incresental Income: Cocoeratives

ket [ncresental Income: [ntermediiries

Overall 2irect Project Costs Attributed
%0 A1l S Interaediaryes 4.2

¢ UNRKRY RESHTS oF ECONORIC ANAL+SIS OF
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THE FARMER OFZ<RiZATIOM STRENGTAENINE -F 13 PROJECT
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ECONC®IC  RESQURCE FLOWS

SEZIITTIITITIZSRIWXTWISIZE
Year 1 rear 2 Year 3 Year & fear S5 tear 5 fpar T
¢ § 1§ 3 35 53 35
4 FPOR] 2875 b16% 103435 11330 128 =
tTiousangs of 198BS Lesorras®
Year 1 Yeir 7 Tear 3 Year 4 tear 5 Yerm b Year 7
=743 -422¢ -3097 -233% Jag? 404 383
-51.480 -25.0010  -9.731
Tz=3=2 faximz sarizs
0 307 819 8012 G442 10577 11883
=121 -109% -2137 -3662 -5873 -3573 <5373
-327% -451% -4597 -2399 '} 0 ¢
-3429 3528 -208) -2106 0 0 0

\OIEs: 1.

For the periog fros the first vear of the orotect to the vear 1n0icated.

tear & Year
55 33
13820 15228
rar B tear §
7381 8012

13534 14935
N P}
¢ 0
0 0

ks 7.05%

Rl §

Page 1 of 36

Year 10 Year {! Year 12 Year 13 Year {4 Year 1S
33 5 705 k] 33 35
16777 16482 20368 2393 PP F2{ 2H]
Year 10 Year 11 Year 12 Year 13 Yesr 14 Year IS
10904 13048 13407 17376 19452 1954
11,951 15,801 18,3301 26.361 71.831 73.0T1
E=Z=Tx L3+ 44 FEZEXZ EE=XIV -+ 23 § 2I=X3C
16879 19041 1385 23349 25%e5 2192
-5973 -3973 -3973 -5073 -5073 =353
0 [} 0 ] '} [

Q 0 0 [} 0 0

2. Those direct prorect funded sroenses wnich were desionated for real aoods ard services tor scecific farasr interaecraries ace
inclugesd uncer *Xet Increseatal Incoee: Intermediaries.®
f1ve particinating farser inte-mediaries b2r1 04sse ased On the sercentase 3¢ the overall tatal nuaper ci sarticicating vare urits accounted

fcr br each intersediare,

ECINTAIL GwaLrSIS: FARMER 0FSAxiJATINN STRINATHING PROJECT

USAlT. Monouras, G.EF3
[En: SupAcYy

28-vsi-ed

Those direct orotact fundes expenses for o.erall arpiect level activities . e.g9. the PIU ang the FSF, were allocates annng tne









TABLE 23

KEY ASSUMPTIONS EMPLOYED [N THE s .

SEnCaNfard SCERARIO

azzazs

T¥=gzs=ssssgoiccs-czzizzszzszzozisE:

FARN UNIT PROTGTYPE USED IN ANALYSIS WRUNBER OF
ACCORDING TO FARRER INTESwEDIAAY DRGAMIZATION PARTICIPATING AVERABE
------------------------------------------ -— AFFILIATES INITTAL SiTE
BY THE EWD OF OF AFFILIATE

PARTICIPATING FaR® ONIT PROJECT YERR COOPERAT[VES

INTERREDIARY PRGTITIFE 44} FOUR (IM FARM UN1TS) 422
UN10C0DF tMODELS!

20 de Marzo Prototvpes a 3 5

Rava Occidental Prototvoes ] 4 5

CRENSUL Prototvpes C i 30

Fruta del Soi Prototvces 1] i 30
ANACH A 9 200
FrlAlK [ Pi 5
FZIORAH a 3 il
FEACOCAL 4 13 0

LR3I

SRONTH
RATE

101
101
101
201

101
1)
{24
101

9T §
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The characteristics of each fare unit prototvpe are susearized in Table

T ird are presented mth substartial detasl :a Table 6.3, throunh b.e,

2. This recresents the estisated nueder of fare unitc ger affiliated coso which will realize the *w:th provect® scenario vield increases.

TRELE 3:

Frototvoe A 120 de Marz3.
ANACH, FACACH. FECORAW)

SUMMARY OF FAR® UNIT PROTGTYPE CHSRSCTERISTICS

FE IS EEETICIIICICECISEEEEEASSNIECITCIIISSEINERY

Fopm JMi™ 31IE AND

rrzszzzscsssawasszoazzazz
WITHOUT PRQUECT

Netual Rusder of Tetal

Kanzards Croo Cecies [SLHLTT

Crogs Coltivated Per Year Caltivated
Eorn 3.25 1 &N
Bears 0,25 i 0.50
Rice b0l | 0.50
Breen Peccers IR ! 9.90
Totai vl 1.5

ECONCRIC WALISI5 OF TeE “AFSER ORSAMIZATION STRENGTHERING (F35. PROSECT

USRilioncuras, GiEFA
TN FATTERYNS

cd-jui-55

tRIFF 15 PATTERMS

WITH PROJECT

Actwal Nuster of Total
Ranzanas Croo Cvcies Manzemas
Cultivated Per Year Cultr.ated
1.00 2 [ ]
0.25 Fd 0.3
0.30 1 0.59
.35 1 V.43
4,90 ]
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TABLE J: SUPWARY OF FARM :NIT PROTOTYPE CHARACTERISTICS (Continued)

Prototvpe 3 (Rava Dccidectal)

Crops

Corn

Beans

Coffee

Green Peppers
Oniows
Catbage

fotai

Prototvoe C CRENSWL)

TICINAFECTRIRERSASEI XY

Cantelooe
Sreen Peopers

Tatal

XOTES: 1. Equivaleat to 3.4 hectares.

2. Exoort Oals,

FAFM UKIT SITE AND CROPPINS PATTERNS

WITHOUT PROJECT

e = o o o @ m @ = @ @ = =

YITH PROJELT

fctaal Nasber of Total acteal Musber of Total

Manzanas Cros Crcles Ranzanes Manzanas Crog Cveles Manzanas

Cultivated Per Tear Caltivated Cultivated Por Yeur Cultivated
.50 2 3.00 1.75 2 2.3
1.8 i 1.3 1.% 1 1.50
1.00 1 1.0 1.00 [} 1.00
2,00 1 0.00 0.5 1 0.25
0.00 2 0.00 0.%¢ 2 1.00
0,00 [} 0.00 0.% 1 8,30
3.00 1.% 3.00 6.73

FARX UNIT SIZE AKD CROPPING FATTERNS

¥ITHOUT PROJECT

VITK PROJECT

Actual Kisber of Total hctual Rusber of Totdl
Ranzanas Crog Cycles Ranzanas Ranzanes Crap Cvcles Manzanas
Cult:vated Per Year Cultivated Cultivated Per_Year 7 Ceitivated
8.00 81 1 8.00 6.00 #/1 { 8.00
2.00 1 .00 2.00 1 2.00
19.00 §0.00 10.00 10.00

ECONDNIC ANRLYSIS OF THE FARMER ORGANIZATION SYRENSTHENINS (FOSI FROJECT

U3nlUrnumiuras. 07EPR 28-Jul -85
18M:FATTERNS

AMNET 5

Page 5 of 36
. CROP YIELDS
PER NEIASA
WITHOUT ¥ITH
PROJECT PROJELT
W0 i«
e 18 o
10w 14 e
k.. 300wy
n.4. 0 ac
g4, 400 ¢
CROP YIELDS
PER WARIARA
WETHOUT MITH
PROJECT PROJECY .
n.a. 160 bozes ¢/2
[N 76 ac




TABLE 33 SUMMARY OF FARM UNIT PROTOTYPE CHARACTERISTICS (Concluded)

Prototvpe B (Fruta del Sol}

FRARR UMIT SIZE AWD CROPPING PATIERNS

NITHOUT PROJECT

FITH PROJEDY

Actual Nusver of Total Actuatl Busber of Total
Marzanas Crop Cycles Ranzanas Manzanas Croo Crvcies Manzanas
Croos Cultivated Per tear Cultivated Coltivated Per Yeur Caltivated
Carn 1.50 2 1.00 0.00 1 0.0¢
Cucusber 0,00 1 0.00 .50 { 2.%
Tosato t.o0 i 1.00 1.00 t [.00
Vaterseion 0.30 2 1.0 0.% 2 1,00
Green Pegpers 0.90 2 0.00 .30 2 t.00
Onioss 0.00 2 0.00 0.50 2 1.00
Total 3.00 9.6 5.00 6.5
Prototyoe £ (FEHCOCAL) FARN UMIT SIZE AMD CROFPING PAH.ERIS
ERCEZ=TICNLIFNEEEWUITER
WITHOUT F&OJECT WITH PRGJECT
- Actual sber of Total Actual Rustor c‘. Total
Ranzanas Croo Cecles Ranzanas Manzanas Croo Crcles Ranzanes
Croos Cultivated Per tear Cultavated Caltivated Fer Tear Cultivated
Corn 1.00 2 T 2.0 1.00 1 1.00
Lotiee 10,90 1 10.00 10.00 1 10.50
Total 11.90 12.00 11.00 11.00

1. Eauivalent to 3.5 hectures,

ECOWDAMIC AMALYSIS CF THE FARMER ORESNIZATiON STFENSTHEMING i7GS) FROJECT

USAIC  Honduras. O/EPA
1BN:PATTERNS

4-ul -2

ANEI §
Page 6 of 36
CROP YIELDS
PER RANIANA
T | WITH
PROJECT PROJECT
¥n [
s.8. 1300 bozes #/)
12 tons s 23 tons
(500 ea 2000 ea
(N 300 o8
[ R 0 oy
Ca0F YIRDS
PER MWNTAMA
[ 181,111 ¥iTH
PROVECT PROJELT
D 42w
10 og 14 00






TARLE 3: ECOMOMIC RESOURCE FLOWS BY FARMER INTERMEDIARY (PARENT) DRGAMIZATIGN (Continued) ANNES 5
¥Ir3azs SRR RN EENE KRR RNEU SN CERX TSR INRER T=zsxzsIEY EEIXINT=Z223 page S O.:
S.2. FERCOCAL Year | Year 2 YearJ Year & Year S Year 6 Year 7 Year B Year ¥ Year 10 Year 1}t Year 12 Year 13 Year 14 Year 1S
BETERETEINZATN - — - — — —— S———

Aftilicted Cooperatives Participating 0 0 4 1 13 13 13 {3 13 {3 13 13 13 13 13

Fara Units Particapating [] 0 200 420 112 783 862 948 1042 147 1261 137 152 1679 1847
Note: Prajected qrowth in fara enit participation was dased on the following:

Each orrginal and additional coop begins  its first vear of participation with an average of 30 wmits  and  expands by 10.01 ger your.
®I===3 2, )
ECOMORIC RESOURCE FLOWS
{Thouss-as of 1985 Lemsiras)

TOTAL ECONOMIC RESDURCE FLOWS: FEMCOCAL Year 1 Year 2 Year I Year & Year S Year & VYear 7 Year 8 Year 9 Year 10 Year 11 Year 12 Year 13 Year 10 Year I3
* [P = * em—ce . e e e ——— e el —
Withoat Proiect

bross Revenves 0 [ 2153 4520 7863 8430 "N 16200 NI 12342 13578 14934 14427 18070 %877

brass Costs ] 0 1532 - U 5413 3960 853 Ti11 7933 8728 9598 10538 - 11414 177 1083

Net Incoe ) 0 [\ Ay} 2243 070 o 2588 3287 hI3TY ™ 43734 :A. L TR 5294 27
Uith Project

6ross Revenges 0 0 3004 4309 10476 11763 12947 14358 13660 128 16948 20843 22927 3¢y M

bross Costs 700 1005 330 S180 ns 03:8 3074 9852 10707 11648 12683 13821 15073 16430 17563

Ret lacoee =700 . -1003 -243 1130 A/ 1398 Bs7 lien 4852 337y 6268 7022 7854 8770 "wn
Incresental Flows

Incresental Revenaes 0 0 852 1789 3032 3338 3469 4332 LLTh] 4884 53n 3509 6300 % 783

Incresental Costs 700 1005 1728 1984 2307 2408 219 2640 mn " 3084 3282 piE1] us 3912

Net Incresental Incose -700 ~1003 274 -193 hre) 78 1131 1356 1643 1942 oes 2647 3042 h LYY I

ECONONIC AMALYSIS: FARNER ORGANIZATION STAENSTHING PROJECT

uShiCiKonagras, 0/EFA
{EM:FEMCICAL

24-541-35

In



TABLE 3: ECOMOMIC RESOURCE FLOWS BY FARMER INTERMEDIARY {(PARENT) DRGARIZATION (Continued) RREY B .
IZTTTRE AT SNTATY s RETETRESETIIIT page 9‘0f 36

S.a. FEMCOCAL (Comcluded)
[R——— ECOHORIC RESOURCE FLOWS

(Thousands of 1983 Lemoiras)

Econosic Resource Flows at Fara Unit Level Tear 1 Year 2 Yaar 3 Tear & Year 3 Year 6 Year 7 Year 8 Year 9 Sgar 10 Year §1 Tear 12 Year 13 Vear 14 Year 13
¥ithout Project - . ‘.
6ross Revenues [ [ U 4520 7463 8430 $273 10206 11220 12342 13576 14934 16427 1807C 19877
6ross Costs L} ¢ 1522 319 5418 3980 $35¢ it BN 8726 379 10338 11814 12176 14033
et Incose . R [ 0 [\ 1324 a4 . MM . I 2338 3287 R YT M. An 0 8y 7o LI -v2
¥ith Project X
bross Revenyes 0 [ Joo4 8309 10436 11745 {2982 1413: 15660 17223 1B9M 0 MY 2087 W TR
Gross Costs 0 6 1803 3TN [ %] 7068 nn 85t 9407 10348 11383 12321 13173 1R 16083
Net Incame 0 [ 1200 2519 4778 458 3167 654 R (Yot &878 T3b4 onn NHA 19070 1er
Incresental Flows ' -
increaentsl Revenues [ [} 852 1718 3032 k339 TS 403 L1T0] 456848 3312 b o) 300 n 764l
Increaental Costs 0 0 83 ERL) 1007 1108 1212 1349 474 1422 1784 142 usy 37 2612
Met Incresental Incose of All Fara Usits [ [ %9 118% 78 e . UM b3 293 3282 1388 J“ng:':; U2 T Lve]
M

tronocmic Resource Flows at Coooerative Level

EFXIFLELICEIINASCINIEIAZEINREREREREENERICEZCCS
Incresental Revenues [ . [ ¢ 9 0 0 0 [ [ [} [ . ¢ 0 ]
Incresental Costs L2 0 00 " BY 1330 1300 1300 135 1300 1300 1360 1300 1300 1300 $ 300
Wt Incresental Incose of All Coops LIS 0 ~400 -807  -1l00 -1300 1300 -1 -1300  -1300 -13%0 -1300 =110 -130e -3

Economic Resource Flows at Intersediary Level

FESIEIRERRTRENG sSesRERRD EXEENS
Incresental Revenues 0 [4 [} [} [} [4 0 [ 0 ] 0 0 0 0 [
Increaenta!l Costs 100 1063 1043 350 ¢ [} [ v b} .0 0 [ ¢ 0 L]

Net Incresental Incose of Intersediary -700  -1003  -1043 -390 0 0 ] 0 ¢ ¢ [ 1] [ (] ’

ECOWOMIC ANALYSIS: FARMER ORGANIZATION STFENGTHMING PROJECT
USAID/Handuras. O/EFR 24-Jul-83
15M:FENCOCAL




TABLE 5: ECONOWIC RESOURCE FLOMS BY FAANER INTERNEDIARY (PARENT) ORGANIZATION (Tontinued)

L3N ]

aaxazes =azzzzaszace * =z Page TO of 36
3.0, ARACH Year 1 Year 2 Year 3 Year 4 Year 5 Year b Year 7 cear 3 Vear 9 Year 10 Year 11 Vear 12 Year 13 Year 14 Your I8
SEISRATZERR

wtfiliated Cooseratives Participating - [ ] 3 9 9 7 ? L L) ] ? ? 1) y

Fara Units Participating [} 0 ] 1000 1700 2090 a3 525 2782 3060 e 33 73 4480 a2
Wote: Projected éruvth in jare anit participation was based on the following: o N

Each original and additiomal coop begins its first vear of participation with a3 average of 206 onits and expands by 10.01 peor your.
. azzrez esxER N

TOTAL ECOWCMIT RESOURCE FLOWS: ARACH

IR I ERENEEINIISERISSIIIREANR

hithout Praject
bross Reveaues
bross Casts

¥1th Project
6ross Revenyes
6ross Costs

Met Incose

Ircreaental Flows
Increeental Revenues
Increaental Costs

Net Increaental Incoee

ECONOMIC RESOURCE FLOWS

(Thousasds of 1985 Lespairas)

Tear | Tear 2 Year 3 Yo & Yewr 3 Year &
[} 0 [} 4013 Taid [T

0 1] 0 16431 32 3203

[} 0 [] 1522 892 i

[ ¢ [ 5929 11283 12391

478 997 L2} 4352 837s 9293
~7R ~57 -395 157 un 3098
0 [ ¢ 1916 Jot! 4003

478 T 57 93 2042 hril] 4070
-478 -%57 -§93 -143 -8 -83

ECONDMIC ANALYSIS: FARMER DABANIZATION STAENGIHING PROJECT

Us+{D/4anduras, 0/EPA
TE%: ANACH2

U-Jul-8s

Year 10 Yeor 1 Year 12 Year 13 Vear 14 Year 13

Year 7 vear & Year §
Y123 10147 4llel 12278 [3306 4857 C 1aM2 179 197N
e el 8 et BT - 2FNM R 127
Mo M aM 487 I KIS YN - 81 7300 ]
13830 393 16453 18T 1993 2192 2047 2Sel 2214
10042 11074 17098 13225 14465 1 ISR 18919 201W4
e L B L/ L IS S S * 1T N "L S 17 1)
Moy 4Bde 3331 SBd M40 7093 RS e%8S 943
M1s 4TS S0 Se00 W2 W07 TIES Tl BN
-1 n 181 280 38 w 19 84 ”m



TABLE 3: ECOWOMIC RESOURCE FLOWS BY FAPRER INTERMERIARY (PATIwT: DREANIZATIOM :(znt.- -. L LIS

[T eT23) NS IEIIETEIISTEEANREEEIFIIEIINRZS SN ICIEEISIRIIICNSEISETIRERBRLRLIIIRSS .70 page " o{ 36

5.0, MWW (Concluded)
BXEIIIENEZITIINARASEERS ECONONIC RE33LATE FLOWS

(Thousands 0+ 1333 Lemairas)

Economic Resource Flows at Fare Unit Level Year 1 Yeur 2 Yeur3 Year 4 Yes t Year b Yawr 7 Year 8 Year ¥ Year 10 Year 11 Vear 12 Vear 13 Yewr 18 Yeur 13
AEFTIICERZRSACRANES £ KN 2T £ 30 £ 0 A SRR XL I -——-—— . - :
¥ithout Froject ’ s
Gross Reveoses [ o [} 4013 Talt 8354 A 9] T 11162 12278 13306 M4BST 18342 )79Te 1974
Bross Costs 3 0 [ U9} 32 3003 31 4798 928 W28 [As M b 73} 10144 11158 12274
Ret Incose -9 0 ¢ - 132 1897 31§ 3409 3845 L¥ac) Y7 -83123 -, 4SS --- M9 WY 3t
s - - .
hth Project . - - ’ .
Gross fevesues '] 9 0 292§ 1iIss 1239t 13830 14563 16493 16142 1995e 21932 20147 eSel 25110
Gross Costs 0 0 ¢ 4051 7298 By’ LA 10240 11270 12397 1337 13001 1430t 1E!31 1966
Bet Inccee ¢ '] [] 187 So7 392 4316 g un 5743 319 9 Teds St 72
incresentsl Flows ° ,'
Incresental Revenues d [ 0 1818 3] 4005 4403 LT 333t 5644 450 1095 0 TWY 579 L1754
Incresental Costs 0 3 0 1381 ) 3282 3388 3947 (MY} 4778 br=2] ELANN 37 (Y42 7¢82
Bt Incresental Incose of AIl Fars Units e ¢ ] pu\] (2 T3 §17 855 98¢ 1088 1% 1315?.'_‘-_‘. 1LY 1592 i
Econosic Fesource Fiows at Cocoerative Level
FErTTrIaEseasaRzAISTIEzITasirvEsREsTIiaca
Incresentyl Revenues ¢ 4 ¢ ' 0 LI ] 4 ’ 4 ’ L ¢ ¢ [}
Incresental Costs 0 ¢ ] 40 [P 818 728 8.3 [y ] 828 [ 12 m.., v, R r{ [ ¥, ]
Net Incresental Incoee of All Coocs 0 v (] -440 -8:8 -8¢8 -9739 -8z -g28 ~8>28 -828 526 . -4 -8:8 -8
Econoeic Resource Flows at Intecsedrarv Level
AT I TN ITEISRANEISIRIIATEEIZISTREIRTISAISTN
Incresental Revenues 0 ¢ 0 0 0 [} 0 9 ¢ [} 0 [} [} 0 [}
fncresental Costs 478 s 993 L} 0 0 0 0 [} -0 0 (] 0 [} [}
Bet Incresental Inccee of Intersediary -478 -937 -§93 -41 0 0 (4 [ [} [} ] L} e ° ¢

ECONCHIC AMSLYSIS: FARMER ORGANIZATIONn STRERGTHING PROJECT
USAIT: Honguras. 0/E:S 24-Ju] -85
1R BNACH?



TABLE 3 ECONOAIC RESOURCE FLONS BY FARNER INTEFNEDIARY (PARENT) - ANNET §

FINITES AN AN RN STANITINNSINENAREANESTINIRIEANSISYSERITINESIEC Paqe 12 of 16
c. FECDRAM Year 1 Year 2 Year 3 Year 4 Year 3 Year &4 Year 7 Year @ Vear § TYear 10 Yeur 11 Toar 12 Year 13 Year 14 Yeur 13
rESrzyTIITX=ZA e - —— -
Firliated Cooperatives Participating 0 0 Q 1 3 3 3l 3 ] ] 3 M M M 3
Fara Units Participating 0 0 ) 430 1393 1335 1488 1857 2042 n4 an e % 3w Wie
Bote: Projected growth in fars wnit particioation was based om the following:
Each origanal and additional coop begins 1t first vedr of participation wmith an sverage of 430 units and  empands Dby 10,81 por your,
AERETR Ersaxs
ECOMOM{C RESOURCE FLOWS
(Thousands of 1985 Lesoiras)
TOTaL ECONOMIC RESOURCE FLOWS: FECORAM Ve 1 Yewr 2 vear 3 Year 4 TYew 5 Year & Year 7 Year 8 Year ¥ Year 10 Year 1 Year 12 Yeor 13 Yeur 14 Year 13
EXITITTIRITICTSRINSY IR SN SSS STTIS=33 ——— — -—.———
witrout Prosect :
8r2ss Revenues 3 0 [ 1804 5497 8137 8773 7452 8193 013 918 10908 11999 13198 14318
oross Costs 0 0 ¢ 11 K an 204 4 3087 3393 8138 770 M7 %01}
Set Incoee 0 [] 0 (3.5 1y 23133 T3e% 282 3108 9 T8l L1 0 A \ 1) 390 07
it Project
6rzss Reverues 0 0 9 5468 9271 01 10007 118 12108 131320 14652 16017 17729 19902 1482
6ross Costs 190 1003 1045 %57 8204 6749 7391 8074 887 36354 10564 11366 1287 13878 19211
Bt Incase =700 -1003  -1045 7 2067 bival w17 2934 hrird Jobs 4088 4532 3062 L Y4 241
fnzrpental Flows .
[reoesental Revenyes ] [] 0 2 W13 2540 hyas] 3538 3514 4305 734 3209 5730 303 4934
I=cresental Costs 100 1003 1045 Wi . 7% 94 e U 31w 4059 404 47935 219 3484 $200
set Incresental Incose -1%0 -1003 ~1043 -bl4 -Se -1 L] 108 ¥/ ] Pl 328 e in 1% 34

TEONCRIC ANALISIS: FARMER CRGANITATION STRENSTHING FRQJECT
YSAt3Monca-as. 0/EPR 2-Jul-35
1gEMg

~.

~



TAAE 3¢ ECONOmIC RESOURCE ¢ YTERMEDIARY (PARENT: JRGANIIATION (Comtinued) D

=z=zsax B=zxcsITSIRNINER I NIIANSENEEERSE I IFUEEESACRENSINERIT N Page 13 Of 36
S.c. FECORAH (Conclvdea)
ERZIITTRIZIESINZNIERNIIRS ECOMORIC RESOURCE FLOWS

(Thousands of 1985 Lesoiras)

Econosic Resource Floms at Fare Unit Level Year 1 Yedr 2 Year 3 Year 4 TYear 3 Year b Year 7 Year £ vear 9 Year 10 Vewr 11 Year 12 Year 13 Taar 18 Vear 13
—_=sssasscs ART R —— — - — - — —--—
¥ithout Prosect _ .
6ross Reveaves ¢ [ 0 1806 5337 4157 8773 480 g1 f013 ®914 10908 11999 13198 14512
oross Costs 0 [} 0 1u i 3822 244 doit w87 5393 M 0770 LY 8192 011
Net Incoee 4 0 0 85 pivs) 2335 2509 8 3108 Hu1e Yist LT A L)) - 008 %7
Nty Project
505 Revenyes 0 ] (4 2648 271 9048 1097 1102 121109 13320 148632 H1I 17722 19502 10432
sross Costs 0 [} (1] 1823 b1 a7 b839 58 8:rs 1102 10012 11014 12115 13324 143%
te’, Incose 0 0 0 [ L} 2819 2881 Bty RLETY BN 4218 Al S104 - 3414 173 (A M
Incrasenral Flows .
In resental Revenues [ ] [ 2 873 2940 1233 3558 b 4308 ERR %Y bYsiad s130 6301 [15¢)
Ir-resertal Costs 0 0 Q 702 yitn 2395 2653 i3 388 N7 B3y7 243 4687 134 348
Ret Increaental Incose of All Fars Geits 0 [} 0 160 4% S 400 560 !} 75e 178 16 1063 1149 1286

Econcetc Resource Flows at Coocerative Level

BT I T IR ISR S SRS TN IERATAI SN SREALITT
lacreeental Reveaues 0 0 [ 0 [ ¢ [} 0 0 0 ° [ [} 0 [
Increseatal Costs 0 0 0 184 592 532 352 352 ;2 332 ™ 352 352 352 fov)
Mgt Iacresental Income of All Loocs 0 ] [} -184 -352 -352 - -357 -552 -2 -952 -2 -532 -352 -3

Ecorosic Resource Floms at 1+ ereediary Level

= . 22 xzmssswsEsrasasy
Incresental Revenges 0 0 9 ] [} 0 [ 9 [ 0 [ [} [} [} ¢
Increaentai Costs 00 1005 1043 590 0 0 ] 0 0 0 0 0 0 (] 0
Met Increaeatsl Incose of Intersediary -700 -1003 -1045 -390 [} [ ° [ 0 0 [ [} [} [ [}

ECONONIT ANALYSIS: FARMER ORSANIZATION STRENSTHING FROJECT
USALG/Hgaduras. Q/EPA 24-Ju] -85
1EX: FECORAM2



TABLE 51 ECOWOMIC RESDURCE FLOWS DY FARMER INTERMEDIARY (PARENT) QRGARIZATION (Continued)

SIEIIZIZIIZICTARILAIRIT

rz=xz azxEss

ANNEX 6
Page 14 of 36

3.d. FACACK Year | Year 2 Year 3 Year & Vear 3 Year & Vear 7 Vear B Year ¥ VYear 10 Tear 31 Year 12 Year I3 Year 14 Year 1S
XXZ2THEERNET ———— -
ditliated Cooveratives Participating 0 [} 9 1" 20 20 by 20 2 20 2 0 2 20 20
Farn Units Participating 0 1000 2350 3833 5719 4290 6919 Tt 8372 %210 10131 146 12258 13484 14832
Wote: Projected growth in fars anit ilrticipntlm uas dased oa the following:
Each eriqinal and additional coop bdeqins its first vear of participation with an average of 250 units  and  erpands by 10.01 per yoar.
L s ¥4 SEEEER
ECONOMIC RESGURCE FLOWS
(Thousands of (783 Lemiras)
TOTAL ECOWOMIC RESOURCE FLOMS: FACACH Yar L Year 7 Year 3 Tear 8 Yewr S Year & Year 7 Year B Year 9 Vear 10 Year I{ Year 12 Year I3 VYear 14 Year 1S
TSIZZFIITIFISATITRICELTRRNTAILIZIEIR = comree ——-———— - ——— -— — —— - — ——— ——m——-
¥ithout Project
gross Revenues ) 4013 U 13388 2S4S 15140 2T J54e 3394 4 A0S 4710 AmiBs S04 S3SIS
6ross [osts 0 UN 34853 9581 14087 15048 17233 1699 20852 22937 25331 1w 3052y 1382 JevM
Ret Incose 0 1522 3577 5837 103 ”"H 10534 11584 12743 o7 15418 16940  1%4% 20522 1574
With Project
6r0ss Revenues [ 3929 13933 22737 3364 1294 41023 ASIZ6 4%e3D S4607 #0082 64008 THTI  TYH3 83
6ross Costs 700 byl 11354 17413 75008 21325 29873 32 35780 39152 42883 4948 31302 3463 81931
%e. Incose =700 308 339 pivsd 895 a3l 11150 12445 13878 1M30 17179 %81 T THIG 28008
irc-enental Fiows
incresentsl Revenues 9 1518 4303 THT 10958 10084 13259 14588 16044 17648 19413 2134 23490 7SBYIY 25422
1acresental Costs 00 2934 5541 T8I 107he 1858 17840 13720 14908 16215 17882 4 208713 2888 2499
Re. Incresents! Incose =100 -1017  -1038 -315 192 39 819 BeS 1138 1413 1760 U0 S w2 MM
ECONDHIL ANALYSIS: FARMER DREANIZATION STFENST=iNG FROJECT
US&{7/Mondaras. 0/EPA 4-Jul -83
iBr:FaCALHZ



TABLE S: EZOMOMIC RESOURCE FLOWS BY FARMER INTERMIZIudr 23384T  AN[TATION (Contirued!)
m3z3EEE 22 = pzzriTsEsmzzEzzoazsss rizsaEEEESNREESEAEREEERY page 15 0{‘36
S.d. FACACH (Coatinuwd)
SEIrEassTEEESESEEEER ewrxs ECOMORIC RESQUPCE FLOWS
(Thousands of 1985 Lesoiras)
Econostc Resource Flows at Fare Unit Level Year ! Year 2 vear' ] Year 4 Year 3 Year b Tear 7 Year & Year ¥ Yerr 10 Year 31 Year 12 Year {3 Tear 14 Teur 13
ETZIZIE N CIINIITIIZIEEAIIFIZZIEISIINSSISNINRT = =cec-ea -—am—— - ——— - —— —--—— "
hithout Proiect ‘
Gross Revenses 0 4013 e 13388 22648 29780 MM WM I WM A4 U718 a9 SAIo4 35%1S
6rass Costs 0 191 3843 95351 14747 15666 17233 1653e T 9 W™ T TN/ OBW NN
Bet Incoee 0 152 i3n 38Y? 2703 9574 10331 115684 12743 14017 13418 1490 18438 20322 22‘57"
Bith Project .
§ro1s Revenves ) b174) 13913 2137 33904 17294 41023 427 49438 682 0042 *hdal 173 baal} 8N
Grass Costs 0 4051 52U 15537 7318 25483 28033 Wase 1I920 TIBI? Af04Y &5M48 9662 M2T 00
Ret Intose 9 1877 8’12 J00 1073 11809 12990 14lES 15718 1729¢ 13015 20921 . 73013 238 B
Incresental Flows . .
Increeenta] Revenurs (] 1916 4543 7349 18938 12054 13759 14533 16044 17648 19413 AT ) U 2383% /U2
Incresental Costs 0 1561 3868 S986 8528 9818 10800 11880 13068 1373 15812 17394 |3 J R {1 F RS 1]
Bet Increaental lncoee of All Fars Units [ 333 833 1343 2052 W%, NN 2708 20 n1 3400 LTI AT 4792 kP44
Econceic Resource Flows at Cooperative Level
I IERII T IR I RS IR R ST NSNS SSEYRI KRS
Incresental Revenues 0 [} [} [ 0 ¢ [] ] [} 0 0 [ ] N [ Q
Incregental Costs [ 8 828 1288 1840 1646 1840 1840 1880 1840 1840 18480 1840 1840 1844
Het Incresestal Incose of ALl Cooos - ] -348 4328 -1289  -1800 1840 -1840 1840 1840  -IBAG - -1340  -1940 1840 -1 -1880
Econosic Resource Flows at Intersed:ary Level
Incresental Revenues [ 0 [ 0 0 0 (] ] 9 [ 0 [} [ [ L
Incregental Costs 60 1003 1045 3]0 (1] 6 0 0 1] [ [ 0 [} [] ¢
Wet Incresental Incose of Intersediary <100 -1W5 1043 -350 (4 0 ¢ 0 0 0 9 3 0 0 [

ECONDAIC ARALYSIS: FARMER DRBNIZATION STRENSTHING FROJECT

U5+ [DsHonduras. D/EFA
1BM:FACACH2

24-Jul-65




TABLE 53

azzazsa

S.e.

UNIDCODP (Model Cooveratives)

Cooos Participating
CERIEIRAIRLSTERISAT
A. 20 de Marzo Frototvpe
3. Rays Occidental Prototvoe
C. CREHSUL Prototype
B. Fruta del Sol Prototvoe

Total

Fars Uaits Participating by Prototype
EEZ23
A. 10 de Mario Prototvpe
U, Mava Occidental Prototype
C. CREWSW Prototvpe
B. Fruta del Sol Frototype

TIsaTar

Total Fara Baits
dete:

which grow by 200 per yaar,

ECOMDNIC RESOURCE FLOMS Br Fisimis :

R e e e S L PR LY L PR PP TP P PP eup Sur yor peyapern

TIIWTRiiRe FARENT) ORGANITATION

MNOEL § =

Page 16 of 36 .

Projected growth is farm anit sarticisation was based on the tollowing:

BEAMD TOTAL IMIDCO0P (MODELS:

Vithout Project
Bross Revenyes
Sross Costs

Net Incoee

nith Project
5ross Revenues
Scoss Cests

%et Incose

Increeental Flows
Increaental Revenues
Increseatal Costs

vear 1 Year 2 Year 3 Year 4 Year 5 Year b Year 7 Vear B Vear ¥ Year 10 Year Il Vear 12 Yeor §3 Year I4 Year 13
------ - )}
] 1 2 3 3 3 3 3 3l 3 3 3 ) b 3
0 | 2 3 4 [} 4 4 4 [ LI 4 ] 4 [}
0 1 [} 1 1 | 1 1 1 1 t | 1 R
0. 1 1 1 1 -2 2 ? 2.7 2. ? 12 2 2
0 4 & [ 1 10 10 {0 10 10 10 [ 10 10 18
0 30 105 184 182 00 220 i w7 293 333 3 b ] 429 n
0 50 103 168 PAYS =3 281 I 349 n 4i 432 497 M7 (7]
0 bl ] 1 (Y I L]} 89 97 107 1e 130 143 137 221
0 S0 &0 I 136 164 196 238 83 339 407 7 13 358 0
0 200 pYa] “e 817 134 m 873 %87 1113 1239 14146 1345 1631 1847
Each original and additional ccop deoins its first vear of participation with an average of 30 enits and eapands tr 161 per vear excest for Fruta del Sel Prototvoes
ECONOMIL RESCURCE FLOWS
{Thousaods of 1753 Leestirasi
Year 1 Year T Tear 3 Year & Yeawr' S Year 4 Year 7 fear 8 Year 1 Year 10 Vear 11 Year 12 Year 13 Year 10 Yeor 1%
0 75§ 1292 1840 35 ¥ 281 3738 Lu 4840 buad] an 626 . 97 $113
0 641 957 1349 1829 070 234 2e6d 3030 3433 RiLY) 468 4854 334 by 1)
¢ 118 Pl 49 72 22 933 1044 1214 1387 1588 1904 1982 2143 rein
0 4475 5929 7568 1113 12801 14742 170 19561 22789 26416  WOM3  3IW%8  ISB01 34628
1427 381 1S 3853 7554 8504 1726 18y 12501 14377 16508 1ATI4 20209 21875 I3STS
-1427 197 1214 171 3483 4193 18 5575 7091 8392 93 s 12630 13926 13:8
] 3ot 4437 5725 F9LY 11401 12088 W7 17925 268B6 24043 14032 28344 B
1407 pMo 3718 4306 8536 1378 led 3[4 10924 12382 14305 {5345 145e1 17792
-1427 8¢ 920 1220 im K33 7 7005 8323 9737 10888 178 (314

et Incresental Incoae

SIOMO04IL ANALYSIS: SREMER (QRGaMIZATION 378

L3AlDsHoaguras, 0/E54
JIMIAGDELS2

NGTHING PROJECT
24-]ji1 25




TABLE 5: ECONOMIC RESOURCE FLOWS BY FARMER INTERMEDIARY (PARERT) ORGANIZATION {Contiayed)

TISFIIEARANNXREESEINNTIZIZNE

smuzxan SNSRI AN ENANEEIRECIIENSICXINNRASISRITS

S.e. UNIDCOOP (Model Coooeratives) iContimued)

RTINS NN rEETIIIISIFARN SAANLETEIITTINE

ECOMOATC RESOUFLE FLOWS

{Thousands of 1985 Lesorrasy

Fars Units Frea Rl] Cooperatives Year | Your 2 Yerd Year & Year 5 Year 6 Year 7 tear d
¥ithout Project . . ‘
Bross Revewses [] PR ¥ 1840 2554 2892 1281 1738
Sross Costs 0 b5 §57 1349 182% 2070 2344 1804
%et locoee ] . ME o LR 1] 728 822 2§15 1084
nth Progect
bross Reveowss 0 “uig 529 e 11138 1202} 14742 176e
Sross Costs 0 e e U b196 7183 an 9582
Net incose - [ 2089 moe 3430 4378 47 M 7428
Incresental Flows
Incresental Reveaues [} W 4837 977% ESE3 909 LY 13281
Increcestal Costs 0 17¢8 na 278 4led 3084 R (32
et Increaents]l Incose f Al Fara Ueits e 195t PIIE B¢ A4 SRR VB 4825 553 8364
Cooco Level Net Imcresental Revenues
rassETatazrzexzsEaressszraisaiEisas
Incresental Revenves () .t s [ [} [} 0 [4
Increwental Casts 2 VA o LI Hw . us 1433 133 1453
ket Incresenta] Incose of Al) Cooos -1 ‘-727 929 -l -1453 -N53 -1453 ~1453
Intereediary Level Net Incresental Revenves .
=x ZEEENIIEITEETE
Incresental Revenues 0 [} [4 [4 [} [} [} b)
Increaental Costs 700 S48 37 390 0 9 0 0
#et Incresental Revesue of Intersediary -700 -345 -347 -3%0 ¢ - 0 [ 4

ECONDAIC ANALYSIS: FAKMER OREANIZATiON STRENGTHING FROJECT
USA10/Honduras. 0/EPA 24-Jul-65
[BR:MOLELS2

Page 17 of 3o

Year 5 VYear 10 Year 11 Year 12 Vear 13 Year 13 Year 1S
8 80 5830 a277 T M 7457 (T30
3050 MSI 12 Al 4Bd S sTw

1200 5 137 158@ - 14 - 192 A4 3R -
el e sAié 3OS IZSA DS 33378
HUB 12924 15681 17321 18734 20433 20127
B WS 10364 12990 14103 15TTE 1ee%
15417 17929 20884 20043  Zs012 2834 30708
B33 ATL 11509 12833 13892 15198 L3R
730 B8 €778 B1190 121 13236 30N
¢ o . 0 0 - ¢ ¢ ]
R J U1 2 SRS 115 S V101 UL IR U I A4
SMST -MS3 M3 -3 -MSS oS3 -t
0 0 0 ¢ 0 ] 0
o .0 0 0 0 0 )
0 ) ) ) 0 0 '
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TABLE 3: ECOMOMIC RESCURLE FLOWS BY FARRER INTERMEDIARY (PARZH -

3zE3TEN IS AREETEEIIAZINIITISSITRRIST

S.e. UMIOCD0P (Modei Cooveratives) (Continued)

S.e.tl) 20 do Mirio Prototypes

<2 a=ailalleN (Continuen)

ECONORIC RESCURCE FLOWS

(Thousands of 1985 Lespiras)

Year § Year 10 Year 11 Year 12 Year 13 Year 14 Year 13

[N

NOEL §
Page 18 of 36

1. Fars Units Daly Year 1 Year 7 vear 3 Year 4 Year S Year 6 Year 7 Vear 3
Vithout Project - PR i€
Bross Reveaues 0 il Lr3} bod 730 20} 8¢ [27] 1069 1176 114 1473 1386 . T2 1073
Eross Costs 0 173 282 a2 453 453 349 603 (L 30 803 34 972 | 1069 1178
Xet Incose [ s 160 52 277 305 Ry Y 404 “y 431 540 594 33 ns
N : . . R Y
Nith Project Ul
6ross Revenars : [] Ko 433 181 1073 1187 1306 1437 1580 1738 1912 2103 bA3L) 43 200
bross Costs ] 203 473 871 738 a11 892 982 1080 1188 1367 NI7' 1381 119 3184
Wet Incose [ 94 197 31t 34 376 LI 4SS 500 530 03 ol 33 - 806 "
Incresental Flows e,
Incresental Revesues [ 9 01 n7 J4c 384 422 Lot 51t %2 618 [ bﬁa IO 731 03
Incresental Costs 0 18 164 358 L n: 344 A 41y 458 503 bl 09 670 w
ket Increseatal Incose: Fars Umits 0 18 37 59 85 n 18 86 95 104 115 126 139 153 166
i. Coog Level benefits ~ Y
Vitnout Project
Brass Revenves 9 ] 0 0 ] 0 [} 0 [ [ 0 ) [} ] )
sross Costs [] 0 Q 0 9 0 9 b} 0 e [} ? (] ] L]
Met Incase (] 0 0 4 4 d 0 0 [} (] 0 ) [ (] [)
¥:tn Progect .
Brass Revenues [} ? [} ] v [ (] 0 0 0 0 [4 (] (]
bross Costs 92 92 184 m 277 m m o7 I m 77 n mn mwn hxd
#ct Tacoee -n e 71 ~184 -m brizs -m - -in =217 =777 i -m -an -2 -m
incresental Flows
Incresental Revenues 0 0 0 0 9 0 [} 0 (] [) 0 [} [} (] []
Incresentai Costs 92 52 184 m i N m 27 Yizi 77 m n n an i
Ket Incresental Incoee: Cooos -2 -9 -184 -mn =217 =21 -an =77 Lrin 217 -an - -n =217 L

CNOMIZ ANALYSIS: FARPER ORGAMIIATION STRINGThig FROJECT
LIi[BrHonduras. 0/EFA 24-dyl-88




TABLE 3: ECOWMOMIC RESOURCE FLONS BY FARMER INTERMEBIARY {PARENT) ORGANIZATIOM (Comtinued! ASEL §
r=xzzas s sazssxw Page 19 of 36

S.e. UMIOCOOP (Mode) Coooeratives) (Continued)

crza=a 22zzr2a ECOMOMIC RESOURCE FLOWS
S.e.t2) Mava Occidenta: Prototrpes :
rramas = xwx (Thousaeds of 1563 Lessirss)
f. Fars Usits Only Tewr b Year 7 Yew ] Yerr & Year' 3 Yeur b Year 7 vear & Vear 9 Vear 10 vear Il Yaar lz.'ll 13 Tear 18 Year 1S
¥ithoat Proiect - .
Beoss Revenoes (] 182 383 03 [N L2 1024 1128 1238 1383 1433 149 i34 1995 UM
6ross Costs Q 102 213 0% LY 53 73 833 (3 Tob 342 ” 1019 i 1233
et Income ¢ B 168 268 ELA T T IR I 343 57 3 m ™ [ 1
With Project
bross Revenues ¢ 53 1660 1671 343 257 an ML 3 377 451 37 . %3 35ie ®3
Gross Costs 9 244 312 808 ) 1133 124 1370 17 1833 1824 2006 207 s 2671 Fad ] )
Bet Incose [’ 5] 348 LI | PR 1132 1483 leil 1773 1939 2145 2354 . 553 893 JQ
lncresontal Flows R
Incresental Revesues (] RvM a77 1068 1437 1647 1812 1233 2192 2411 2652 ol 1T, v s 3883
Increseatal Costs 0 | LY.L b (11 857 723 s s 962 1058 164 1280 . 408 1349 1704
%et Incresental Incowe LI 380 3 | L1 e 1017 118 1230 1333 1488 1837 -, . 1801 1981 un
i. Cooo Level Beneiits
Without Project
Gross Revenves [] 0 ) ¢ 0 o e ] 0 ’ [ [ 2 | 0 §
Sross Costs 0 ] 0 ) ) [} [ ) L} [} [} 0 ) 1] ¢ [} L (] 0
set Incose ° 0 o e IR | ’ 0 0 0 ° o 0 ¢ ¢
dith Project
Sross Revenues [} [ 0 [} 2 [ [} 0 1] 1] 0 [ ¢ [ ]
Bress Costs 1o 110 19 129 4318 438 4313 LA 438 433 438 438 438 438 438
Ret Incose -110 =112 -219 -39 -4 -438 -438 -438 -438 -438 -438 ~338 -3 -439 -438
Incresental flows
Intreaental Revenues 0 [ [4 (] 0 ¢ ¢ N [ ° 0 ¢ ° 4 [
Incresentsl Costs 110 116 13 32% 438 (33 L] 435 413 [ M} 43€ 43 38 438 413

¥et Incremental Incose: Coocs R -130 ~ito -219 -329 -438 -436 ~436 -43 -418 -432 -4 -838 -438 -438 -438

ECCHDMIC AMALYSIS: FARMER DRGANIZATION STAENSTHING PROJECT
YSAID/Honduras, O/EFA 24-Ju1 -85
1EN: MODELS2




TABLE S: ECONDMIC RESOURCE FLOWS 5r “<==CR INTERPEDIARY (PARENT) ORGAKIZATION [Continued) NEET 6 K
. Page 20" of 36

S.2. URIDCOOF (Model Coooeratives) ilaontimued)
..... ECOMON!C RESOURCE FLOWS

S.0.13)  CREHSWL Protatypes

{Thousands of 1985 Lesgiras)

1. Fars tnits Only Year | fear 2 Yoar 3 VYear & Year 5 VYear & Year 7 Yeir 8 Year 9 Vear 10 Year 11 Year 12 Year 13 Yeur 14 Yewr 1S

Withoat Project - . o . . R ORI
Sross Revenges (] 1 123 134 149 164 160 198 218 0 4 8o 320 ™2 .. 7
Bross Costs 0 245 284 293 3z 134 350 %S 472 319 I 428 91 760 8%
Ret Incose 0. -IX -3 -1y -173 -190 . <209 -230 -3 -7 -7 it LN 4 SRS Tt

Vith Project : - , .
Bross Reveaues 0 1636 1624 2004 nirg 2428 2670 FEbY) Iz31 3554 J810 4300 4731 204 R
bross Costs [] 4 807 888 877 1074 1182 1300 1430 1373 1730 1993 Fs'all Wl - 53
Net Incowe - ] Lpd] 101? 1.0 1730 1333 1488 {637 1801 1961 U paizl un ™1 in

Increeenta) flows N

Incresental Revenues Q 154 1701 1871 0538 2264 2430 73e 3013 3314 3645 410 uli 4852 337
Incresental Costs [] [ 541 kap eSd 720 192 871 s 1054 115 1273 1403 1543 1418
Bet Increseatal Incoee 1054 s 127 1403 1544 1498 1828 2053 pel ] 488 TSI 00l T - 3N
2. Cooo Level Benefits
Vithout Project
6ress Revenups 0 ] (4 (] 0 [} [ 0 (] [ ) [} [} 0 [}
Eross Costs L L} " 0 ¢ R . ¢ 0 L L] ° [ N [ 0 ]
det Incose [} ¢ [ IEEETerY B 3 [ 0 ¢ 0 ‘0 L} [} [ ] [ ]
¥ith Frojece
Eross Revenoes 0 ¢ 0 ] ] ° L] @ [] [ 0 [} (] * [
6ross Costs 12 32 hz - m 3z 32 k¥ 2 nz 2 31 312 n2 n2 n
Net [ncose =31z =312 -nz ~312 -1 -312 =312 -1l =112 ~312 =312 =312 =312 =312 21V
Incresental Flows N
Incresestal Revenues [} [} 0 0 0 0 ] v 0 5 Q [} (4 ¢ [}
Incresental Costs 32 32 n2 2 m 312 312 m m 3z 312 2 2 I i
Wt Incresentsl Incose: Cooos =312 =32 - =312 =310 =312 =312 -3z =312 =31z =312 -312 <312 =312 =312

ECONOMIC AMALYSIS: FEGMER ORGANIZATION STRENGTHIKG PROJECT
rSalD. Honduras. D/EFA 24-jul -85
1AM AADELST



TABLE 51 ECOMD%IC RESOURCE FLOWS BY FARMER INTERMEBIARY (PARENT) ORGAMIZATiON (Comclided: NRED §

zragzz=zizes Page 2‘ Of 36
S.e. INIOCO0P (Model Cooperatives) (Lontimued)
»z ECOWOMIC RESJURCE FLOWS
S.e.14) Fruta ¢al Sol Prototvpes
EEEa RS EICINSTEESLERTIZRTRTELIEN (Thousards of 1985 Lemoiras)
1. Farm Units Only Year | Yewr 2 Yaar'd Year & Year 3 Tear b Yeur 7 Year @ tear 3 Year 10 Year 11 Year 12 Year I3 Year 1 Year I3
¥ithout Project : . . .
Bross Revesves [ 304 Jod 437 528 954 1353 1434 m7 2081 u7nl »ny . a7 pasl 343
6ross Costs 0 212 34 303 s 493 812 A i1 1438 1726 030 P\ 74 2344 2542
et Income e 92 H{ SR ] 250 300 00 433 51 3 W m Wy e nol
o . - LA .
¥ith Project ) )
Gross Revevees ] 20139 un %07 3507 [¥24] 3% Wie 1Y 13703 LEMY 1YHT 0 0T 7 um
Gross Casts Q 1229 1474 1789 1558 022 4378 $751 0930 1340 10097 1Hm3 U3 137119 1274
Net Incoee . 0 799 y48 1138 1355 2584 3104 ] 4449 13 M3 &N us es17 gl

{ncrevental Flows . -
Incresents! Reveaues 0 1715 Fars] L] G735 Sold 8737 ECES 3702 11542 13979 16433 . 17644 18139 20581
Incresental Costs [] 101° 1220 1464 2774 1328 3504 4553 3731 4702 nn 743 - 10472 [ AR 12260

Net Incresastal Incose 0 (3 [~} 100¢ 1532 285 043 3252 M 4740 8¢ [237] nn 7193 [ 3]

2. Coop Level Benefits

¥ithout Project

Bross Revenues ) ) ) o (] ] ¢ 0 ] ) ] ¢ - ¢ ] ’
Gross Costs _ o 0 [ [} 0 ] 0 [} ] ) [} [ ] 0 L]
. . s

Net Incoee - : " o e 0 0 0 9 0 0 0 N ° o
With Project .

Bross Revenves 0 ¢ [} 0 0 0 0 [} 0 0 ('] [} L} [} 1]

Bross Costy a1l 1nl 13 42 426 LP 42s 428 428 426 2 2% 428 Lr(Y

Net Incose -3 -3 -3 213 -424 -42 -42% -42% -7 425 124 -42% 426 -426 -
Increaental Flows

Incresental Revenues 0 ] [] 8 9 0 0 0 ¢ 0 Q 0 [} [ [}

Incresental Costs U3 213 13 a3 428 425 424 425 426 L¥{] 2 26 LY/ 428 L¥{}

Net Incresental Income: Coops -213 -213 -3 =213 -425 -428 -424 -42¢ -42¢ 426 ~42¢ -424 ~426 -2 =424

ECOWONIC ANALYSIS: FARMER ORGANIZATION STRENGTHING PROJECT
USAID/Honduras. O9/EPA 24-Jul -85
1BM:KODELS2



" TABLE 61 FARM UNIT PROFOFYPES - - FINANCIAL AND ECONORIC RESOURCE FLOWS AREX B
sxreas sza -
Page 22 of 36

b.3. Fara Prototvoe *3* (70 de Marzo Mode!)

BRETP-ITTTIETITIIEIIE==Ia

Part One: Fars Unit Cash Flow

=z

WITROUT PROJECT SCENARIQ

WITH FROJECY SCEMARID

EETaIIWEZT SEIZZIsxcazisysca ¥EIXEIL S33ATTTTIRRIY egEzagy TTITAANLASESANTTEN Y
(A1l figures 1n 1985 Lesotras Finencaal Econoeic Financial Econoaic
unless atherwise 1ndicated: Prices Prices Prices Prices

Croo {1 Cora
Manzanas Cultivated o/} 6.50 % 8.00 $.00
Yield (per Ranzana) ao 40.00 40,00 30.00 30.00
Price ger go 11,00 12.5% 14,00 12.%
Total Croo 1 2840.00 32%9.00 4200.05 3730.00

Croc 2: Beans
Manzanas Caltivated 0.3 .30 0.3 - 0.3
Yield toer Manranai qa 10.00 10.00 £3.00 15.06
Frice cer gq 30.50 3.3 15.90 32.50
Total Croo 2 150.00 162.50 282.50 243.7%

Croo 3: Rice
Ranzanas Cult:vated 0.5 0.50 0.5¢ 0.3
Tield tcer Manzana) qg 40,00 83,00 70.00 70.00
Price ger oq 18.00 20.00 .00 20.00
Total Crea 3 340.00 $G0.00 770,00 700.00

Croo 4: (hile Cavenne
Maazanas Cultivated ¢ 0.0 0.00 0.25 0.25
Tield fper Mananar ag 0.00 0.00 200,00 200,00
Price per oa 0.00 0,00 19.0¢ .70
Toral Crag & 0.00 0.00 930,00 1235.00

Tata: 3rage Sese-ce 3550.09 4012.50 8197.39 3928.73

SXEARS TITETT IXETZX it k4

Ercss Casts
Seeds 0.00 133.73 136,49
Fertilizer 435.00 133.75 850,89
Herbicices 242,18 345,68 427.84
Insecticices 0.00 283,02 333.45
Lador 772.%0 ¥11.29 437.88
Otner Ccerating Services 1157.%0 1637.25 1837.25

tincludes Contingencies)
Ot%er lnvestaent 0.00 0.00 0.00
Tital Cos®s Peiare Fragncing 2607.18 488,68 4051.3%
literag: 105,43 320,40 0.06
Totei bross Losts 81268 4373.03 4051.3%
Het Sereiyts 137,33 1501.59% 1677.3%
gzTz=sTTzITs x=¥S== = xSz =3IT
Incresentai f1tn Froject 385,49
ITXTRTHXRST= RITZEZZ




TABLE b FARM uNiT FiOTOTYPES - - FINMICIAL AKD ECOMORIC RESNPLE “iGeS

EEECYEINIITIISIINZATILIESESSINCRIAISEIRSANNSITISIISIISSNEIIZZZZ

Part Two: Casn Flow Per Manzama
EST=IFRT=ISTIZZCITINIICEENTIZNAN
(A1l f1gures in 1983 Lespiras
wnless othernise indiciated)

Sross Beveiits
Yield ipes Manzanal}
Price ser g

Total Grosy denefit |

Gross Costs
Seeds
Fertilizer
Werbicides
Insecticudes
Lador
Pther Doerating Services
fincludes Contingencies)
Gther Investsent
Total Casts Before Financing
Interest

Total Bross Costs

Bet Beneiits

zIsxzs=TTIE

zzzzzxz3z=sTTIEAS

bl 5
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Lrop 12 Corn Croo 2t Geans Crop 3t Rlice
VITHOUT Project ¥iTH Frote:zt WITROUT Proiect ¥ITH Project WITHUT Project VT Prajec?
Conver- Zonver- Conver- Conver- . Loaver- Conver-
Fimancial  s:on Econeaic Financiai sion  Ecosesic financial sio  Econoars fimancral siom  Economic financial siom  Ecomoe:c Financial stom  Ezonzei:
Prices Factor Prices trices Factor Prices Prices Facter Prices trices Factor  Prices Prices Facter Prices Prices Factor Frites
0.0 40.0 30.0 .0 10.0 0.0 15.9 15.0 - 0.0 0.0 0.9 e
11.0 1.14 1.3 14.0 0.8 12.5 042 30.0 1.8 . 32.% e 093 32.5 12 .¢ Lt 2.1 n.e [ ».:
140.0 500.0 103.0 §25.0 309.0 3250 $35.0 487.3 1080.0 12060 1340.0 {834
6.0 .17 0.0 13,8 1.17 16.1 0.0 . 0.0 0.0 1.17 8.0 8.0 .17 8.3 $.0 .7 w.!
42.0 A7 7.8 94,0 1.7 110.0 0.5 0.0 32.0 1.17 .4 H.e, 117 780 88,0 1.17 1132
5.8 »D 2.4 1.17 49.5 5.8 6.4 5.4 1.17 4.6 114.9 |8y 135.7 116.0 1.17 | DT
0.0 1.47 0.9 9.5 1.7 345 0.7 6.0 32.9 1.17 3.4 [N ] L1 0.9 12.0 1.17 1.3
75.0 0.70 32.5 15.0 0.70 32.3 200.9 180,0 05,0 0.70 14,0 370.¢ LN 259.0 380.9 6.70 0.2
163.0 1.00 163.0 246.0 1,06 24e.0 0.0 . 8.0 10.0 1,00 10.0 170.¢ 1.0 170.0 1708 1.0¢ 170.3
0.0 1.00 0.9 0.0 1.0 0.0 0.0 1.00 8.¢ 0.9 1.00 6.0 [N ] 1.4 5.2 0.0 1.9 2.5
327.8 320.6 500.7 508.7 235.6 181,46 189.8 2.9 120.0 839.8 830.0 TS
26.2 €.00 0.0 40.1 0.00 ¢.0 12.8 8.00 8.0 19.7 §.00 0.0 5.4 8.08 0.0 #8.3 (%] 23
353.8 320.9 $40.7 58.7 48.1 181.6 389.3 326.3 7.4 356 7245 Pal N}
86.2 180.0 159.3 1143 51.9 143.4 133.7 -181.0 302.4 50.4 #15.3 6.2
TETIZE EXITEIZT L£ZT3XX ®RT2I=T =SS T RETTED [ 2% 14 EIERTT ESCRES ATFXZTE REFTWIT ATTEITT
Inccesental Benefits With Provect 3.1 -03.7 23.9 17.6 313.1 L
ESENEIINETZAITRRISSINARRITEXNIZZST TR RIZIEER e+ r2 21 TR REXZTX PTTETT
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« Page 28 of 3¢

Part Two: Cash Flow Per Manzina (Concluded)
SEI:ESEZATCRARTNINELERT L 2]
(A1 figqures in 1983 Leapiras

wnless othervise indiciated)

Crog &2 Chile Crvenie

BITHOUT Project WITH Project
Coaver-~ : . Conver-
Fimancial siom Econosic Financial sion Ecosceic
Prices  Factor Prices Prices Factor Prices
Gross Jesefits ) L. )
Yield {per Manzanal in qg 2 0.0 T 200.0 200.0
Price per ga 0.0 1.3 0.¢ 19.0 1.% 1.7
Tatal Bross Penefit 0.0 0.0 1800.0 4740.0
Sross Costs
Seeds 0.0 t.17 0.0 37.0 1.17 43.3
Fertilaizer 0.0 1.17 0.0 421.0 117 99,6
Nerdicides 0.0 .17 0.0 142.0 1.7 186. 4
Insect:cides 0.0 .17 0.0 L0 117 WS
- Lavor 6.0 0.70 0.0 685.0 0.70 479.9
Other Ogerating Services 0.0 1.00 0.0 143.0 1.00 185.0
flncluces Contingencies)
Gther In-estaent 0.0 1.00 8.0 0.0 1.0 0.0
Total Ceets Before Financing 0.0 0.0 1600 1756.0
Interes’ 0.0 0.00 0.0 148.0 0.%0 .0
Total & oss Costs 0.0 X 198.¢ 1753
Ret Beneiits 0.0 0.0 1832.0 1184,
EXZTTRTTIZIT AZI8ITT CEZIZIZ EZIRTK EITERE
Incresental Beneiits With Project 1832.0 RITIR
SESESEIrIZIEIZAZSEENIERNARSIIATINR ETXRER SE=ERR

WOTES: 1. In the “w:th project® scendrio the prototypical féreer will glaat & sarzinas of corn and .25 earzinas of qrees pescers. Without the project.
tarmecs will not slaat green pepoers and put tne eztra .23 wanzanas {tices 2 cvcles por year for e addit:onal .30 #1.% into corn production.
I, In tne ‘w th groject® scenario for the three dasic grains. UNIOCOOP recresentatives expect that oirticipating fara units will receive a higher price per wuit
of oroduction due to incressed prospects of seiling their output to [HMA (Hosduran Agricaltural Marketing Institute! 1nstesd of 20 "cevotes®
at presatling sarket rates. Financial Prices tnerefore are ad)ustes dv coaversion factors shich equite the “with procec’® econceit prices
to the e1ds01nt between the ‘with® and *withoct project® financial or:ce paid to the covole.

ECOMINIC AMaLYSIS F THE FARMER OKGAMIZATION STREMGTHEXING PROJEC!
USAID/Manduras. Z/EF3 2t-Jul-83
IBN: PRATONE




TARE b: FARM JmiT PROTOTYPES - - FINEMCIAL AND ECOMOMIC RESOU®CE FLOWS {Coatinued! MNEL §
ISIMTETEITAREITEIANCIRNRRIARZ TR Trrnaz e Page 25 of 36

6.5, Fars Prototvpe °9's  (Mava Oczidental Model!)

=y 53

Part Ome: Fare bmit Cash Flow RITHOUT PROJECT SCENARIO Wit PROJECT SCEMARID
. ssssssszzaasszasaexsisyras
(ALQ figures in 1783 Lemgiras Fisancial ~  Ecomomic [FRFLISTH Econos:t
wnless indicated othermise: Prices Prices Prices Frices
Cros 1: Cors i
Reazanas Caltivated /] 3.00 3.00 L5 .%
Tiele fper Marzasal 1 a9 3.0 0.8 G 42.00
Price per @ 12.%0 12.% 1.9 12.%
Total Croo | ’ 1073.00 1873. 00 1312.% 1312.%
Cros 2t Beans
Ranzards Cult:vated 1.% 1.5 1.5 1.%
Yield ipe Marzarar 1n gt 15.00 15.00 18,60 18.00
Price per a4 30.00 12.% N n.x
i tal Cros 2 $75.00 .73 345.0¢ 7.5
Cros 3: Cofiee R
. Banzanas Caltivated 1.00 .00 1,00 .
Tield (per Ranzaral 1 @4 10.00 10.00 14,00 14,00
Price per @y 160.00 104,00 160.00 104.00
Total Crop 3 1600.00 1040, 00 240,00 1436.50
Crop 4: Chile Cavenne
Maezanas Caltivated ¥/1 0,00 0.00 0.25 0.73
Yield (per Marzana: in q§ (X ] 0.00 300.00 J00.%
Price per oo 8.0 0.0 13.%0 W
Tatal Croo 4 0.00 0.00 1425.0) 1852.50
Croo 3: Onicas .
Manzanas Coltrvated #/1 0.00 0.00 1.00 1.00
Yield tper Rarzana! in Qe 0.00 0.00 90.00 ?0.00
Price ver sy 0.00 0.00 40,0 40,00
fotal Croo 5 0.00 0.00 10000 3600.00
Crop b:  Cabdaqe
Manzanas Caltivated o1 0.00 0.00 .50 0.5
Yield per Marzana) in Qe 0.00 0.00 400.00 400.00
Frice ger gs 0.00 0.00 3.00 3.00
Tatel {roc & 0.00 0.00 1v90, 30 1000, 00
Tota! Bross Sevence 4130.00 Jedp.23 105225+ 100°5.5%

=ETETE azznss gzz==zz caxzer
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b.b. Fars Prototype '8;;7v(ﬂava Occidental Model) (Continued!

------ TTCLI=TZTOCET j 2 =13 331

Part One: - Fars Unit Cash Flow (Concluded) WITHOUT PROJECT SCENARID WITH PROJECT SCENARID
(A1l f1igures in 1983 l;;pifas ' Financial Economic Financial Economic
unless 1ndicated otherwise) Prices * Prices Prices Prices

——— s -

bross Losts

Seeds #/5 139,30 163,21 1134, 25 1327.07
Fertilizer 586.00 685.42 727.00 850,39
Herbicides 0.00 . 0.0 1856.00 217.82
Insecticides 0.00 0.00 397.73 465.37
Labor 1215.00 850,50 1864.50 1305.15
Other Operating Services 350.00 350,00 715.00 713.00

{includes Contingencies)
Other lnvestaent . 0.00 0.00 0.00 0.00
Total Costs Before Financing 2290.50 2049, 34 50z4.350 4880.80
Interest 183.24 0.00 103,00 0.00
"2tal Bress Costs 2473,74 2049.34 427,99 4860.80
Dmleiee 1676.3 1596.9 3035.00 5217.70
TTT-=TzorTzIr b2 21 3344 IREESTED R3¢ ¢ LZEEIXETIS
Incresental Benefits With FProject 3418.74 3620.79



TABLE &t Fakm uMIT PROTOTYPES - - FINANCIAL AND ECOWORIC RESOUPCE FLOWS (Costinue2® el §
P z 2zERTITRES =2z PHF 2° of 3

5.0, Fars Prototvpe °B°: tMava Occidental Model) (Comtinged)

Part Two: Cash Flow Per Ranzane

(AL fiqures in 1985 Lewniras Crop 11 Cors Crop Z: Eei-s Crop 3t laifee
* mless indicated ethermser - 7 e - i
WITHOUT Project WIT Praject NETROUT Project ¥ITK Froject VITHOLT Project . NITH Proect
Corver- Conver- Conver- Conver- Conver- lqm-
fisancial sion  Econoeic Firancial sjon  Economic Finarcia! sion  Econosic Fimancial sioa  Economc fisarcial siom Ecorosic Fuaancisl wion  Eooscel:
trice Factor  Prices Prices Factor  Prices Prices Factor Prices Frices  Factor  Prices Prices Facter Prices Prices  Fuctw Frices
§ross Deaeéits W
Yield ‘per Kanzana} .0 30.0 2.0 42,0 1%.0 13.0 19,9 18.9 10.0 - 10.0 149 142
Price ser 80 12.5 1.00 12.5 11.3 1.07 12.5 30.¢ 1.08 1.9 42 k.0 0.%3 32.3 442 169.0 0.463 104,39 13 160.6 e.43 1040 ¢ 7
Totsl Sross Benefit 371.0 .0 325.0 525.0 ’ 50,9 [ IR ] &30.0 : 38%.0 ;600.0 To1e8d.0 7480 105,
Gross Costs 3"
Seeds ¢/3 Q.9 1.17 0.0 0.0 [ 0.0 93.0 1.17 108.8 45.0 .17 32.7 [ K] t.17 - 0.2 (X} n 0%
Fertilizer 56.0 1.17 83.3 0.0 117 105.3 (Y 0.0 4.0 .17 49,1 .8 .17 3%.0 304.0 .17 ™..
Herbicides 0.0 1.17 0.0 28.0 1.7 3.8 1.17 0.0 LR 147 %6.2 4.0 f.17 8.0 . X 1.7 ne
Insecticides 0.0 .17 0.0 0.0 . 0.0 . .17 0.0 15.0 1.17 17.6 .0 1.17 0.0 = - M0 t.1? .3
Labor %0.0 0.70 3.0 110.0 070 e 150.0 0.70 105.9 . 17v.0 0.70 119.9 540.6 8.70 17390 £30.¢ 8.70 “1h
Other Ooerating Services 70.0 1.00 70.0 10.0 1. 10.0 0.0 1.0 0.0 0.0 1.00 0.0 Q.8 t.% 0.0 [N ] 1.7 0.2
tInclodes Contingencies)
Dtner Investeent 0.0 1.00 0.0 0.0 1.06 0.0 0.0 1.0 0.9 0.0 1.0 0.0 [ K] 1.00 8.0 [ X ] 1.6 0.0
Total Costs Before Financing 216.0 198.3 8.0 283.1 243.0 213.8 e /.5 w.d 13s.0 1600.9 [ 2p
Interest 17.3 0.00 0.0 b{N 000 (B 194 .00 9.0 N 0.80 0.0 .7 0.00 0.0 w0 [ | 39
Total Gross Costs 213.3 199.5 322.0 3.1 2.3 213.8 e 0 2[435 .7 3.5 1080.0 1733
et Jenefats 141.7 176.5 20%.0 0.9 187.% 13.7 84,0 290.3 88,3 304.0 1180.9 Q.
WXTETTSTEXIZ 233=x8 WERBRES EIXTRE i TEIXER ETIEZI ESTIIR gLz BT TIXE ETERER 23713 ) SXPTES eETIXT

&1.3 83.3

ss=ws ez=3EY

16.8 . 473.7

mx3TZE sz
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TACIRATL IXTRAWISTEIX ==

FIIFTTITFASTIIRNWSIITIZIAT

$.c. Fare Proiotrae *C° (CREHSIK Model)

SEFENE AR FEITTIIINAL SICITEEENIEI N EENANE AN

Part Oner Fars Unit Cash Flow

WITHOUT PROVECT SCERRRID

WITH PRLJECT SCEMARID

a1l fiqures in {985 Lespiras Fineocial Econoeic Financrai Econoaic
wnitss ndicated otherwisel Prices Frices Prices Prices
Croc 11 Cantelose
Export
Wectares Cultivated 84 [ 2e] 0.8 5.80 .40
Yieid (per Mectare) Bures [ Ry} 0.5 160.00 166,00
Price per Box 0.00 6.00 18.00 23.40
Total Exsort Beaeiits 0.0¢ 0.00 16128. 00 20966.40
Dosestic
Hectares Coltivated ¢/4 3.40 3.60 5.40 3.1
Yield (per Hectire) Umits 9000, 00 $000.00 4000300 4000,
Price ser Umt 0.05 0.03 0.07 0.¢.
Total Dosestic Benefits 2280.09 278,00 1348.00 1568.00
Total Croo 120000 2200.00 174596.00 754,80
Croo 2: Chile Peoeers (Tabascol &/3
Manzanas Celtivated 0.0¢ 0.09 2.00 2.00
Yield toer Manzana) in qg [ K] 0.00 Tv.00 70.00
Price per eg 8.0? 0.00 47.00 87.10
Total Croc 2 0.00 0.00 380,00 12194.00
Total Gross Revenve 240,00 2240.00 73308, 33186.40
ERER T ERESXD SSTR23 SETTXT
Bross Costs .
Seeds/or Total Inpat Costs 2b54.40 3105.63 §734,40 T902.43
Fertilizer 0.00 0.0¢ 2.0 1.6
Herbicades 0.00 0.00 n.0 135.02
Insecticides 0.00 0,00 476.00 790.92
tador 1400.00 96C.00 4946.8) 82,74
Other Operating Services T36.00 736.00 184200 1842.00
{Includes Contingeacies)
Other Investaeat 0.00 0.0 0.00 0.%0
Tatal Cests Eefore Financing 4810.40 ABAL. 43 14796, 40 14673.59
Interest 443,57 1381.16 0.00
Tatat Gross Costs 3259.37 14173.58 140673.3%
Net Bene:its -3019.4 -2601.% 9328.42 18484.41
- BIXIRTZIS=T FRXIXTITE STEISENT EITIRTRIT x=II==RY
/\ ~
e’ Incresental Seneirts Witn Project 12347.75 21084.08

[TTYITL1Y

T=ITTES
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iezor i FAKMER UMIT PROTOTYPES - - FiNANCIAL AND ECOMDMIC RESOURCE FLOWS (Contrauec-

dioci..zzzzaszes ax aZEIRZ3:

fort Tas: Casn Flow Per Manzasy (Mectares for Contelope) ¢/2

23-4l222322838338122228238K2832 3c3x

Se. tigeres i1a 1995 Lespiras

<oiess andiiated otherwise) Crop 11 Cantelope
BLTHOUT Project WITH Project
Coaver- Conver-
Fisancidl  s1ea  Ecosamic Fimancial sios  Econcasc
Prices Facter Prices - Prices Factor Fr.:e5
I e Ietetils
.tg 1} .50 0.60 160.00 fed.wg ¢.3
R N P [ N] .Y 0.00 18.00 LW 23.466 a3

Tote. treore Benefits 0.00 0.00 2880.00 MLIN

[ TS9N 4
cell Al [TV 8000.%0 4000.00 400G, 90
Sule b} 0.05 1.00 0.03 ¢/b 0.07 f.00 Q.07
<o, iKeert. o benetits 400. 0 &N. 00 280.00 %0.v

- . 37i88 sererits A0, (0 400.00 3160.00 4024, 00

§74.00 1.17  534.%8 1185.00 1.17 1386.45
.17 6.08 1.17
1.47 0.%0 .17
. .17 0.00 1.1
250,00 .7 173.% RI.W 0.7 &L
.2 lnerit.ag derrices 135.0 L0 135.00 270.00 1,00 270,
o loufes Coatiagescies)

- e Luwesiant [ XY} 1.0 0.00 0.00 1.00 [
2o 133t erore Frmanging 835.v 624.5¢ 2000.00 2037.35
e %0.17 0.0 0.00 18s.87 [N 8.0

e lists 539.17 §ed. 5B 21Bs.067 2037.%5
@ roenlls ~335.17 -404.38 973.33 198s.05
cas. eea=s3a BIITIX LARLRX EZXERIXI ITEE=Z
Incresental benefits With Project 1512.51 245083
AZIZIRIZIZIZIRSERESISZARSIRETTINET EEAAXX axzzIz

So o .o .8 Ot Redsuresenl dre 1agiCates :a Part Joe for eacn Crop; prices dre per

e Mantand = LT neclares
Eattd 04 & weranted dverage ov: Esport Brade One. 128 bores (per Mectarer d
Evsort Brade Two. 3Z Deses (per mectare) ¢
b0 T &OC uaits s0i6 dosesticaiiv are grown on the saee 5.4 hectares used ior
tedleicqes shich €0 AOL aeet erport qualitv standards.
L4 Swportes,

Crop 24

AIIEX. [}
Page 30 of 36

Chile Peppers

WITHOUT Project

Coaver-

Fisaacial sion  Ecorosic
Prices Factor Frices

0.00 0.
.00 1.30 0.
0.0 Q.00
0.0 0.00
9.00 1.¢0 0.00
Q.00 0.0¢
0.00 0.00
o8 L7 000

1.17

1.17
. 1.17 R
0.% [ 0.00
0.00 L.wd 0.00
oW | 0.0
0.0 0.2
0.4 0.00 0.00
0.00 ¢.00
0.00 0.0
aEzz2s B31E328

<01t v geasuredent i1ngdicated.

1§ per 321: ang
L14 per 32l

€100r % 27 32uction and regresent tnase

<. Tme d-erage quaiite of cosesticallv sold canteloges wiil decitne in the sithaut 370 et sienarid resulting in o

oWl dvErage Price oer wmt.

NiTH Project

Coaver-
Ficescial siom  Econosic
Prices Factar' Frices

W 70.%0
4.0 1.3% 4§10

490.00 057,00
0. 0.00
Q.9 1.00 0.%0
Y 0.0¢

LN 6097.00

39.29 117 .2
e, 00 117 1.2
143,29 117 sl
0e.v LT 353,48
.4 .70 ee3.18
3.8 1.80 103,00

0. 1.60 0.00

1795. 20 1831, 74
167.93 0.0 0.0

138,13 1631.74
122,87 el e
axs33z azzaas
2722.87 4al. 2
[CTTTe) mzszzs
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b.d. Fars Protatvoe *B* tFruta de} Sol Model)

Part One: Fars Unit Cash Flow WITHOUT PROJECT SCEMARID §iTH PROVECT SCENARID

EANETIEIIIIITE IS SRNSEIESTIITS EXTIITIIEISYIASTERENESEY TETITZI TP LEFEFTRETE AT
(Al frqu.es in 1985 Lesoiras Financial Ecomoeic Fiaancial Eceaonic
anless {noicated otherwise) Prices Prices Prices Prices

Crop t: Cocusber(Cora Withouwt Preject)

fosestic
Kanzanae Celtsvated 7.00 ¢/} 7.00 ¢1 .50 2 .30 &2
Treld (cer Mir:ana) in Bomes (g for cora) 30.09 36,00 52¢.00 520,60
Price per dor (o9 for corm) 2.0 12,00 2.1 2.1
Tota! Dosestic 2570.00 2876.90 2698.90
Export
Ranzanas Caltivated 2.0 0.00 2.30 2 2.5 42
Tield toer Manzesal) in Bores 0.9¢ 0.00 780.00 780.00
Price per doz 0.00 0.00 B.00 10.40
Total Export 0.0 [N 1360C. 00 20780, 30
Total Croo 1 2520.00 2520.00 18405. 00 23088.00
Croo 2: Tomatso
Manzands Loltivated 1.0 1.00 1.9 1.00
Yield tper Ranzanal in Toms 17.09 12.00 ©S.00 5.R
Price per tos 152. £71.00 a/p 190.00 171.00 i
Tots) Croc 2 1B24. 0 2052.00. 4730.00 275,00
Crop 3: Waterseios
Aanzanis Cultysated 1.9 1.00 1.9 1.00
Vield (per Mar:ana) (n uelts 1500.99 1300, 00 2000, 00 2000, 00
Price per unit 1.00 1.00 1.00 .00
Total Croo J 1500, 00 1300.00 2000, 00 2000, 00
Croo 4: Chile Cavenae
Manzanes Coltivated o/3 0.00 0.00 1.00 +/4 1.00 #/4
Yield lger Manzana) in qq 0.00 (K : 300,00 300,00
Price per eq 0.00 0.00 19.00 .70
Total Croo 4 0.0 0.00 5700.09 7410. 00
Croo 5: dnions
Manzanas Cultivated #/3 0.00 0.0 1.09 ¢/4 1.00 ¢/ 8
Yield (oer "anzana) tn qe 0.0 0.00 §0.09 §0.00
Price oer Gq 9,00 0.00 40.00 40,00
Total Croo § 0.9n 0.00 360,00 3600.¢C0
Totai Gross Keveaue 384400 407200 J4455.90 40373.60
ssT==2 2ERXIZT xXZ3TeT XTZTED
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b.4. Fars Prototvpe “B° (Fruta del Sol Rodel) {Continued)

lnll.ll_'“-!—' EEIEST=
Part One: Fars Unit Cash Fiom (Concluded) MITHOUT PROJECT SCEMARID WITH PROJECT SCEWARID
SFTSSTNIRZIASANEN SEEI IESERERARNNETOSS SRR . CANFIANFREEBEEENCAARENE RGN
(RI] frqures In 1985 Lespirae : Firancial Ecomonic Financial Ecosoeic
wnless indicated otheruige) Prices Prices Prices Prices
Gross Costs
Seeds /3 1304.00 1829.88 7600, 68 1243.76
Fertilizer 0.00 0.00 240,00 280.80
HerBicides 0.00 9.00 30.00 65.32
Insecticides 0.00 0.00 449,00 325.13
Lavor 1374,00 1101.80 11150.50 7805. 35
Other Ooerating Services 1101.20 1101.20 $395.25 $395.23
{Includes Contingencies!
Other Investaent 204.00 204.00 : 733.00 255.00
Total Costs Before Fimancing 443,20 4235.88 26445, 40 571,01
Interest 3133.40 0.00 U15.71 [
Total 6ross Costs 4798. 60 4234.88 7850711 W371,01
Bet Benefits 1045.3 1835.1 58%3.89 13801.99
TIFIZTIZWATZ=T FITITTIT BFEIRTER ETRTZTIN ETIECEEI=
Increseatal Benefits With Project 4850. 54 1396487
EEETEICINIFEIEINANANERFRASTYTTISSRSN MATIITERIT EERETERT

GIES: 1. 3.3 %anzanas uultivated for two cocics per vear.
2. Totai cucusber area cultivated 1v 2.5 sanzanas. 501 of the prodoction oa those 2.5 manzanas 18 of ecport suality and ts esported,
The resatning 401.13 sold in dosestic sarkets.
3. In the “with project® scenaric the prototypical faraer will plant 2.5 sanzanas of cucusbers, | eanzama of grees penpers, and | sanzand of onioas, along with that indicated
for toestoes ard witereeloas. Withost the project. farsers will not plast cacuskers, grees peosers or gaions. They will gut the extra 3.5 saazanas{tioes 2 cvrles per vear » 7 az.) into cors grocection,
4. .3 ranzanas cultivated for two cvcles per vear.
3. Includes total 1nout cests for thase cross for which data Broken down by ingat tye was oot dvarlodle.
6. In the ‘with projeci® scenaric {or tosatoes. UNIOCOOF representati«es expect that particisating fare units will receive 2 Migher price per wit
of production dwe to increased srospects of selling their outou’ at preferencial prices instead of to ‘covotes® at
prevailing sarket ratrs. Finaacaal prices therefore are edjested by comversion factors which equate the "wmith prorect® economic prices
tc the sidooint betweea the *s:th® and *without project™ financidl price paid to the covote.

ECONDRIC 3naLe503 OF ThE FARMER QRBANIIZTIOM STEEMGTHENING FROJEDT
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b.d. Fara Prototvoe *B° {(Fruta del So! Model) (Comtinued)
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Fart Two: Cash Flow Per Manzama
SEARIEFNIEEIEEIAIEETABEENER EEAERD
tA11 tigures 1n 1983 Lespiras
wnless indicited otherwise!

b: Faemes (1T PROTOTYPES - - FINANCIAL AND ECOMOMIC RESOURCE FLONWS (Continued)

Zrz3z=z:arasTRE [t12 = EEEEEIITIIERATIIINIRRASNEBACISTXNNSENS

Croo 1: Corm Without Project/Cucesder ¥:th Peoject

WITHDUT Project

Conver-

Financial  siom Econparc

Prices Factor  Prites

Bross Beneirts Corn
Doeestic e s s s e e
Yield 1oer Manzama} 447 30.0 R.0
Price ¢/7 12.0 1.00 12.
Totel Dosestic 360.0 360,
Export
Yield lper Mantana) ¢/7 0.0 0.2
Price &7 0.0 e.
Total fieort 0.9 3
Total Bross Benefit 360.0 6.

§ross Losts

Seeds 4,3 S6.0 1.17 63,3
Fertilizer 1.17 0.0
Herdicides 1.17 0.0
Insectic:des 117 0.0
Lebor %0.0 0.70 83.0
Other Oceratine Services 70.0 1.00 0.9
tIncludes Contingencies!
Qther Investaent o.C 1.00 0.
Tatal Costs Before Financing 14,0 198.
Interest 17.3 0.00 Q.
Total Sross Costs 233.3 138.5
Net 3znefits 124.7 181,

ircresental Benerite With Froject

WlTH Project

Firancial
Prizes

Corver-

Ecoucait
Factor  Prices

520.0
1.3

1123.2

780.0
8.0

4740.0
1363.2

217e.3

- e e = -

Cucumeersy

1.00

A7
07
17

17
70

520.4
2.7

1123.2

180.0

2189.0

2007.5

Conver-
s.on
Factor  Prices

Financial

frices

- e -
——
<o w2 s

.70
1.00

t.00

0.00
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rop 3t

faterseion

WITH Project

WI'4 Prorace

Fraencial
Prices

0.0

4730.0

1110.0

Conver-
vioe Econpe:c Ecomogic Fisascral
Factar  Prites Prices Prices
. 5.0 1300.9 2000.0
6.90 171.8 ¢ {.0 1.8
4275.0 1300.9 2000.0
6.0 6.9 .
4275.0 1300.0 2000.8
178 I V- 332.3 4.9
.17 .9 o0
1.17 0.0 3.0
.17 0.0 [ K]
0.7¢  447.9 142.9 330
.00 910.0 3.1 340
1.00 253.9 8.2 0.5
miL.2 478,31 984.2
0.00 ¢.0 [ K] L9.1
e 478.3 LA
1543, 2 §21.7 10889
FTI-TY sE22z= XEZ3ITT
1680.8 3.4
rz3==s =

Correr -
[EE N S B
Fac'or  Feivec

1.%0
:
b g
117 4
1.1°
1.1° -
13
a.tn ae
1.
19
YR}
0. :
s
M 4
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6.d. Fare Prototvpe "D [Frata de] Sol “odel) (Concluded)
ZITITIZEIETIRTIIRNUEIRY BXCTXIEEY T2¥IT3IE
Part Two: Cash Flow Per Manzama (Conclvded)
TIFRIEGWSTITZNS IEEm
(A1l fiqures in {985 Lewpiras
unless indicated stherwise)
Crop 4: Chile Cavenne Croo 5: Onions
WITHOUT Project WITH Praject YITHOUT Project #ITH Project
Conver-~ Conver- Conver- Couver-
Financiel  stom  Econosic Financial sion  Ecomoeic Financial sisn  Econoeic Fimarcial sios  Economic
Prices Factaor  Prices Prices Factor Prices Frices Factor Prices Prices Factor Prices
Bross Sereéits
Dosest)c :
field {cer Manzana) #77 0.0 0.0 80 9.0 90.0 %0.9
Price #/7 .80 0.0 0.0 1.00 0.¢ 1.0G 0.0 0.0 1.0 40.¢
Tetal Comes*ic 0.9 0.0 8.0 0.0 0.0 0.3 2600.6 3500.0
Exsort
Yield lgper Manzana) #/7 0.9 300 300.¢
Price #;7 1.30 0.0 19 LY n.7
Total Exccrt 0.0 0.9 S704.0 7410.0 0.0 2.0 .0 6.0
Total Eross enefit 0.0 0.0 3700.0 7410.0 2.0 3.0 3020, 0 35600.0
Sroes Togtg ) .
Sesas +/3 1.17 0.9 35.0 .17 i.e .17 9.0 §60.0 L7 1.
rertiiszer 1.17 5.0 184.0 . 213.3 .17 0.3 $0.0 1.17 83.9
Heraicizeg .17 2.0 34.0 [%Y) 3.5 1.47 0.¢ 0.0 £.17 0.0
Insecticices .17 0.0 3.0 117 3.3 1.17 0.0 240 117 2821
Labor 8.70 0.0 .0 0.70 [Ye A9 [ 314 0.9 260.0 (18] 182.0
Other Ocerating Services 1.00 0.0 200.4 .00 29,0 1.0 6.0 300.0 .00 3000
tincludes Contingencies)
Other Investaeat 1.00 9.9 0.0 1.00 0.0 1.00 9.4 0.9 i.00 8.0
Total Casts Before Financing 0.9 0.0 1398.0 14138 0.0 0.9 1600.0 1912.8
Interest 0.0 .00 0.0 121.8 0.00 (X ] 0.0 . 8.0 1440 0.00 0.0
“otal Grass Costs 0.0 9.0 1773.8 1413, 6 0.0 0.0 1544.0 1932.0
Net Bened:ts 9.9 0.9 3974.2 39954 v.0 G2 1667.2
L 31 = s=zz32 TT==x3z EFETEY EXRETTT r=ssT== aTTFT:= REZEEZ
3974.2 5996.4 18%6.0 1667,2
ZSREXRZT 2Tz xx= ==S2 TEXXET

NCTES: T, uUrits of seisuresent are incicatea 1n Part Une vor eacn crog: orices are ger uait of sedsureaeat 1noicatec.



Trocn b: FARPER UNIT PROTOTYPES - - FINANCIAL AND ECOMONIC RESODURCE FLOWS :(ootimsedi HBE] §

ZIITEEICCIEIISTITIITESSNETIINN FITIITATSANINESEEITEESIIIIICIAEFEIIER Page 35 of 36

é.e. Fara Prototvpe "E° (FECOCAL Rodel)

FEIEIIRETINIETIZISTSICANSERRFTIRENS EXRTER

Part Oae: Fa-a thit Cash Flos VITHOUT PROJECT SCEWARIOD BITH PROJECT SCENARIG

EZEERATTFTIXIIT IIACREERSTIZIXITIXT NFREETIIFIEEZIITITAEEWENREY BIZFIXETTISITATISTTSSCSITITER
(A1] frgere. {9 1985 Lewsiras Financial Ecomoaic Fisancial Lemonic
unless otherwise ingicated! " Prices Prices Prices Frices

Cron 1t Corn

Manzanas Cult veted 1,00 1.00 1.0 1.00
Tield {per Minzazna) in Qg 5.9 0.2 2.3 42.00
Price per ¢q #/1 10.00 - 1.8 12.00 11.00
Total C-op 1 33¢.00 363.0¢ 04,00 142.80
Lros 2t Cotfee

Ranzanas Caltivated 10,00 10.00 10.60 19.00
Yield fper Maazana) in gy 10.00 10,00 14,00 it %0
Price per eg 112 140.00 104,00 160.00 104 %0
Total Croo 2 16000. 00 10400, 00 . 2u0. 0 14560. %
Total bross Revenue 16330.00 10763.00 2230404 15622.0¢
FAXITTR : FEETERE FEEIRE FEEVES

Gross Costs _
Seeds 0. 0.00 0.00 0,00
Fartilizer 3122.00 3452.74 1150.00 3685.%0
Herdicites 25.80 29.93% 328,00 383.7¢
Insecticides - 6.00 0.00 T 000 97.%
Labor 3510.00 3857.00 §410.00 487,
Dther Doerating Services 10,00 70.00 - 70,08 70.00

tIncludes Contingencies)

Other Investoent 0.00 .00 0.0 0.00
Total Costs Before Financing B727.60 7509.4% 10298.00 9028,06
Interest $98.21 0.00 824.00 6.00
Total Gross [osts 475,81 1509.49 1112200 9074.0%
Net Bengdrts 890449 H51L.3 11782.00 9074
RESZEARTTIZE BEITZI== EERRREXE EXESTER3 EIREEFRE
Incresental Benefits With Project 4877.81 2844, 43
TSRS IRTITIXNNTRSSISTES EIITITRA

ECONORIC ARALYSIS OF THE FARMER OPEAKIZATION STREMGTHENING PROJECT
USAID/Honguras, O/EPA 21-Jul-35
188:PROTOEE
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