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T. SUMMARY AND RECOMMEIn,,TTONS 

A. Background and Rationale
 

After a period of financial stability and rapid economic growth during 

the economic situation in Honduras sharply deterioratedthe late 1970s, 

real (nP fell from seven


during the l(18O-,i period. The growth rate of 


about two percent In 1980-81, and turned
 
percent in the late 197Os to 

during this time periodnegative In lq?-83. Rel 	 national Income 

fell by more than three percent.for the terms of trade)(adjusted 

Sinace Qh84, th Honduran economy has experienced 1 im ted economic 

these Improvements, Honduras' underlyingrecovery. However, In spite of 
areposition remains bleak and prosp-cts for the 1087-9f period

economic 
not good. Real private sector Investment, while reglstering limited growth 

in 1985-86, continues to he stgnilfcantiy below levels recorded In the 

rate of overall real investment has been
mld-1970s, while the growth 

negative in recent years. llnemployment remains high and is considered a 

and social problem by Hondurans at large.serious economic 

of Honduras' economic stagnationMoreover, while some of the causes nay 

structural deficiencies serve as 
he attributed to external factors, serious 

Problems
additional Impediments to higlh and sustained economic growth. 

and an overextended and inefficient
such as an anti-export tax structure 


the myriad of constraints which hinder the

public sector are only a few of 


from being able to move forward in a sustained manner. 
 The economy 
economy 
is further inhibited in its development of an effective macroeconomic and
 

of related constraints -- deficiencies

sectoral policy program by 	 a series 


necessary for policy development and

in the human resource base 


Honduran perceptions concerning economic

Implementation, inconsistent 


and the 1mlted capacity of the

policy development and implemetation, 

with
sector to parricipare In an effective policy dialogue

Honduran private 

the Covernment of Honduras.
 

The specific problem to he addressed by this Project is how to move 

Honduras out of economic stagnation and improve standards of living In a
 

program has been
The Economic Support Fund (ESF)sustainable fashion. 

the cIu to develop and Implement a coherenthighly successfui in assistig 

and mutually supportive macro stabilization and structural reform program. 

The latter is of key importance If the medium- and long-term economic 

are to be attractive. To successfully undertake 
prospects ior the country 

capacity of the COHl
the technical/human resource
such a program, however, 


complemented and strengthened. TI addition, effective
 
must clearly be 


create a greater understanding and
 
to be developed to
mechanisms need 


measuresrelationship among policy
awareness of key economic issues and the 

In the public sector,and resolution of the issues. This Is true not only 
and other sectors that Influence

but among business, labor, 	 the media, 

Htonduran publi : o pinion. 

is to support the capability of Honduran public
The Project strategy 

a sound policy environment
Implementsector Institutions to formulate and 

On a parallel train, an 

for investment and sustainable economic growth. 
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the private sector
 
of the strategy is to increase the ability of 


important tenet 

establish an effective policy
 

to analyze economic policies and 
issues and 


prospects for 
a
 
dialogue with the Government, thereby enhancing the 


market-oriented policy framework.
 

a

for Private Enterprise (COIFP),
the lionduran Council 
The Mission has chosen 


the lead
organizations, as 

umbrella organization of private sector 	 The
national 	 in policv analysis.
private enterprise


institution In expanding the role of 

the private sector on 

the legi imate representative of 
as
GOH rer:ards COUtFP 	 and
 

The Honduran private sector supports 
CO!IF.P 

national economic policy issues. expanded and 
and advocacy role should he 

that its functions, services argues in this institutional

in fact, assist CODF P 

The project will,
strengthened. 

process.strengthening 

Project Description
B. 


the Honduran capacity to
 Is to strengthenthe Proje tThe purpose of 

The
 

policies and administrative reforms.
economicformulate and Implement 	 program and the
the ',O1'1s macroeconomic

will directly strenetheu 	 ofProject 	 especially Its objectives
Facility program,

A.T. P.-sponsored Economic So pport 
en" lroument for Investment and employment creation. 

an appropriateestablishlng 	 the Coilto
In an Improve(] capacity hywill re!;Olt

Successful implementation 


undertake poliv inalvypis and :admini trative reform.
 

The Project will comprise th following two Interrelated components:
 

This component will 
and implementation.
Sector Polier Analysis
1. Public 
 technical assistance
 

provide short-, medium- and long-term Foreign and Honduran 

the shorc-term,

TA will be designed to supplement, over 
(TA) and training. The 

policy planning andofficials In 
the existing capacity of Honduran 	

with resnuct to
human resource base 

To strengthen londuras'
Implementation. 	 Intraining, mainlyadvanced degree
policy plannig and implementation, 

Individuals whose
 
he provided to approximately thirty-five
economics, will 	 and other technical analysts. 

the need for high-level economic 
Institutions have 	 s tructmral 

support the (O!'s macroeconomic program and 
Component activities will 	

inter ilIn, foreign trade
 In the areas of,

Include assistance
reform measures and 	 macro andbase,and informationstatistical 

taxes and customs administration, Investment
 
structural economic analysis, 

exchange rate regimes, promotion of 


formulation.and agr ,cnlI1tural polIrvincentives 

ThiV component will
 Sector Policy Analysis.
?. Strengthening of Private 

the private sector, through COITEP and other private 
enhance the capacity 	of GO1 policy proposal.s 

to understand economic Issues, analyze 
sector institutions, 	 andto the nationissues of impo'tanceat large to policythe public 	 theand educate 	 the capacity ofstrengtheningOne component activity is 
the private sector. 	 of selected issues In order to
 

to undertake economic analysts
private sector private sector.
 
implications of government policies on thL 


better understand the 

be established to
COIRFP will 

and Policy Analysis Division within 
An Economic 

highly competent analyses of 
key problems affecting the
 

undertake technical, 
 to C!IEP to
provide assistance
Project will
In addition, the
private sector. 


establish appropriate linkages at d undertake
 
expand Its efforts to 	 sector and
the private


efforts on economic matters within 

consensus-buIlding up a series of meetings,

and private sectors. COH11P will set 
between the public 
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seminars and conferences designed to develop a sense of common identity and
 

purpose among businessmen, disseminate its research results and strengthen 

linkages with the public sector as welI as undertake an expansion of its 

dialogue/lobbying effoi ts with the public sector. Finally, the grant w i.1 

assist COFIEP's consolidation efforts. 

C. Estimated Project Budget
 

The 	 total estitm;ited cost of the Project is It5,40O,0O0, comprised of a t 12 

million A.l.l). contribution (,5 million in Development Assistance grant funds 

and 	17 million in projectized ESF) and a GO1/privar. sector contribution (,f
 

the 	U.S. dollar equivalent of .43,400,000. The A.1.D. Development Assistance
 

funds will cover costs associated with the private sector component. 

Projectized ESF funds -it finance the public sect-or component. 

ESTIMATED PROJECT BUDGET 

(ITS .O00) 

S.OURCE OF FINANCING 

A.I.D. COil PRIVAT' TOTAL
 

SECTOR 

FX LC L,(, 'C 

I. 	 PJBLIC SECTOR POIJCY ANALYSIS ANT) 

IMPLEMENTATION 

A. 	Technical Advisors 3,000 - 1,000 - 4,000 

B. 	Equipment and Commodities 100 - 100 - 200 

C. 	TraIningp 3,000 -.. 3,000
 

D. 	Salaries and Adm. Exp. - - 1,000 - 1,000 

F. 	Project '.Ianagement/Pro.ect 
liaison Officer 700 100 300 - 1,100 

100 - - - 100F. 	Evaluation 

C. 	Audi ts - - 50 - 50 

6,q00 100 2,450 - 9,450SUIBTOTAL 


IT. 	PRIVATE SECTOR rNSTITUTIONAL AND 

POLICY ANAI,YSIS STRENCTHENINC 

- - 655A. 	 Technical Advisor 525 130 

B. 	 Policy Analysis 
- 789 4,527
Strengthening 2,035 1,703 
- 161 371C. 	Administrative Support 210 
- - 1601). Project Management - 160 
- - 6060 -
F. 	Commodities 


27 - - 177
F. 	E,:valuation and Financial Reviews 150 


SUBTOTAL 	 2,770 2,230 950 5,950
 

TOTAL PROJECT COSTS 9,670 2,_330 
jt2,OOO 2,450 qso 15,400 

'(
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TT ;-BACKGROUND ANDJ)JS TFICATION, 

A Background 

. acocoomcOverview 

ft a od 1iaftb ra 1),-econo c othuaf ty -an 
1helIate 1970s'--au pmen l b igh) o ~1pisf r ona1 on & r 

1i~rtdy Iv I ah I I I t Y rFnn s--the econom cos tn l ' 11:ln traiil 
ri' ~e t.-~ itrI.8 0 I o( l u -n Fe-,r x It n 

rade efed ox,,r .ite '11d or,, 

ipbs[ta 1t+y, and et-weak economi cposi'tion of AIts!C rlAe~c 
d~1-ii4shed, n t ra-regi onal uae , )p iva t e Itn ve r. 'e t and 'domesti sayvigs As 
notd i'n a *report liy the Tnternia t al l Monetary Futnd 'F,),. teqse pressu'res on 
the ex Lerna~l sector were aggravated by Honduras' expansionary -ftsca and 

'n etary policies, ~Intendd to counteract te iidverse ipact of' external 
Ta-ctors onl the economiy.* ' 

The growtii rate of rea 1 (',DP fell from sevn percent in the late '1570st 0t 
' KabouL two percent~ in 1980-81, and tiurned iiegat've In'192-83. Real: national 

-'j Iinoe durlng thi tim perfod (adusted for Atie terms of trade) Fe.1 by More, 
th'an three percent. M~oreover, the combined eflfect oraid populi ton grot';, 

,~yand weak. economitc expansion 'resulted in' a 71,979 -83 fall :in fper capita income of 

SSnceI 198'4 the Hondua ecnm as experienced limited economic 
recovery. Bostered by "theeft s~nfc ~~i etrivsmnof 
r4:!Ited to th~e completion of 'te F] Gajon hydroeectric projfect (1984-85), 
S-'tffnrt lee.,o U..blne-Fpye asssance (averagtn in exc(,~ 
oF ' ,0C. inI PIo per 'annumi from 1983-86), , nd :by the positivec ef fecs o 
foreign ,exchange avalabi1tyr btemming fromi higher prices for coffee and ow 
prices fFor petrolu prduct,;, 'real,,,GF)P~growth during 1,984-86 averaged. 

apprximtely3.0perent ( significan't im1pirovement al though' not suffcient: 
to Lnerease lii caplitaaIncome). Tilfliation, whIIch re'ached 2O.,peycent in98 
has averaiged aiimodes't 5 percent ,from;198l1-86. 

~ ~' ImprovemetTn qpite o Htese ionduras!, u~nderlyitng econoii poito 
r~emains bleak and prospects the. are not good. Realr'forr 1987790,perod rivate' 

,~sector Invesitment, while: regi-stering limie grw, 1 95-6 ont"nues, tot 

besinficantly below: leve~ls 'recorded -'in the mid-1.970s~ while the growth rate
of overn] I real Investmen~t has' heen 'negai~v l~eetyas.~dente, 
contex of. thepo oral.1 economiLc performance- of 'the past decade, it.~ 
important to note the highW leyv1l of public sectopr participation In-the 
economy Tn 1986, for example , excpendit ures of the consoida ted n on -f Ina cIa 

phII sec.t o ra inotun t ed to about 30 ,percent of the GDP, 

IMI odt r~a n Recent Fcoic DeveIopmen ts Ja nua ry 28 1985. 
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exorcompetitiv ness; and (4) the restorati on of Itral adetn1 

conf dence n the Honduran economy Ane LLC. 	 4IBsts the s pec Iff , iastres 
inci udedn the FY87,ESF agreement tinder these categories. 

,,7.ges-as ear-ied-in-so!Te.-area, of-thie-st-ruGttural--reforrm-pIrogri7 -- ,-
as evvidnced by the :enactment of legislatLion (and concrete steps- to implementth1 §iIation to promote, exports and privati e 	 state-ondeer esto 
increase the self-financing foreign exchange market, to provide greater~incentives for exporters, and to initiate efforts' to streamline the red ta pe
aiid conf1lcti'tfg regulations faced by exporters.- No n e thele ss, the GOH an'd the 
Miss on~recognize that,,while accomplishments to date-should not Theminimized '' 

arid have contributed o th prset 
o ogtr rwh he structuralY

~reformi component can only be 'consd!e patal ucsfl.Ti'cl 
e 

atrbteovrious factors, including. the to be xeted lag between
,mplementation of reforms an teir impact. However, numeru consr ts . .-nJb{~the o'f >a more adequi te~A fres tablishm~ent 
inhibmit, theseymustmework and 	 f~or the Honduran, 

ec 	 nes nd e ad ss if t t i a 
us 	 d r 
t my 	 r l ng ,su l r w h i o b 

BoirittoEffective,<PolicyRefomA 	
- , 

A---reae eiso constraints inhibit th evelopment of anffctv 
, 	 macroeconoic and~sectoral policy program. Princip~al among the Ipdiments
are the' lack of depth and' breadth in the lhuman rsuc aerltv~ot&
 

demndsimose
onitfor061ydevelopment and implemn~tation, and Honduran ~~ 
iattitudes regarding economic ipolicies and tile na ture of needed reforms Tn ~~ 
addition, the limited capaiyo h Hoduran prvt etrt atcpt 

- - in an effective policy4 dialogue withV the government has haimpered policyre form. 
initiatives.?-

1 
P'4j-T 

Human Resource and-Techirical.Cohstraits . ~ ~PVj4 

Th~e publici-sector- bureaucracy faces budget-l-imitations, jobWInstability,'~
political patronage, and sary sLcailes aj o4cmettv teh ~-- .

private sector. As a consequence, public sector decision-makers generaly1 Io '< " 
not have the staff supp ort required to undertake an adequate analysis4 of key~%
policy'issues and' select the4 most 'appropritate Course of actionl Nor are there 

4 

adequate ;cadres of qualified~personnel~ 'to follow uip 'and %suervisethe ~
-	 implementation of policiesWhile there -are,a number~of hi-ghly trained~,

experienced and committed In~v~u 'is in 	 stos hi 
nmber is inadequate for th1e'd'esig a m1icy. paning4 oitind~ ohfr
 

4comprehensive econoic~P program thatLf 
GOH is 	 opuse iiihs4 'commteinstitutions'are aill-equiipped to indertake po1icyanissot sud nd-
a 74 

sustained~ basi. Tids defi.citency ca'n 'be noted in th'e GbH'S Current efforts toexecute the structural reo measurti seo~o1~ta1~zto rg~.
 
'The' broad array of measu~res ivolve nnalysis a~do'r iii'eettinatIn 1'y
 
-key GOH instituftons (eg the- Mtist y of Finance and Publi redt, the


Ministryo cnmadom 
 c' n eCnr ~ of Honduras). Inuimany
 
-- - casesthe.<same small core~6f competert a~' Inti~ti~n.dv~u
esc 

-- working-,on numerous' measures', inad ot e--nrares pons ibil It Ies
is learOat the adminttr L1( a~ in inrsore ca 
 <tis o many,

tu ni stic as'Lt1' n s ryof F6'ac*-n .' te' entrn Bonk ;re
verely strhled.: Moreo ver, e un dersLi '4., n~ tjiseocn0L 
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modeling and empirical data analysis could very usefully be strengthened. The 
Ministry of Economy and the Ministry of Finance and Public Credit suffer even 
more from sihortages of qualified staff In critical areas such as investment 
and tax policy and administration. 

Human resource constraints also afffect the private sector. This is the 
case not only in terms of managerial capabilities and entrepreneurial 
Initiative, which affect business operations, hut ilso in terms of a general 
Lack of understandlng of the relationship between private sector financial 
interests and the overall economic policy environment which clearly affects 
the long-term well -being of the sector. As noted below, the private sector in 
Honduras has often lacked the technfcal qualifications to engage in a 
meaningful d logue wi th government and to present viable alternative policy 
measures for promoting production, investment, exports and employment. 

2. Popular Attitudes Toward Development
 

F.fforts to establish a coherent policy environment in Honduras are 
constrained by att'tudes and perceptions toward economic policies and 
development ingrained In the thinking of the country's principal groups, i.e., 
government, politicians, the press, private enterprise, armed forces, and 
labor. A series of workshops conducted under the auspices of the Central 
Amer can Bus ine;s nstl tate (INCAE) with [ISAID financing, revealed broad 
agreement on the principal economic problems facing the country (low 
employment; low economic growth and lack of investment; deterioration of 
social conditions). There was also general agreement on the principal 
vehicles that should be used to resolve these problems (promotion of exports, 
particularly nontraditional; economic stabilization; support of local 
industry, particularly small- and medium-scale enterprises and agrotndustry). 
Yet !here exists a considerable divergence among groups and inconsistencies in 
their opinions with regard to specific policy measures that ought to be 
emplcoed to achieve gains in stabilization and growth. For example, while all 
advocate promotion of nontradit!onal exports , they also strongly endorse the 
maintenance of the current Lempira-)oliar par Iy. Likewise, all support 
containment of Inflation, ht simultaneously advocate a more expansionary 
monetary policy with lower Interest rates. To a large extent, these 
Inconsis tencies can be found In most countries and certainly in one in which 
some hard economic decisions need to be made. But the TNCAE team, which has 
conducted similar workshops in Guatemala, Costa Rica, and El Salvador, found 
the overal I consensuis on what needs to b, done, and the general 
inconsistencies regarding options, to be musual In Honduras. The 
inconsistencie s Identified reveal a lack of understanding of and consensus on 
economic issues that, if reduced, would significantly improve policy making 
and, more Important, -'conomic per formance. 

These divergencies and inconsistencies are reinforced by Honduran 
attitudes regarding the nature of the development process. For example, there 
reportedly exists a perception In Honduran society at large, including many 
segments of the private sector, that the State Is and will continue to be the 
final arbiter of economic power In the country and that, consequently, the 
policy formulation process is the exclusive responsibility of the government. 
This perception has been reinforced by the extensive use by the State "f 



spe c 'a1 privileges, incentves ad,o t he "deals as a- b as , approach to
 
e org rowth, an/rrIanta.n poltical1 alliances.
 

%n'turn,however, the: State 'has, of ten asked Ind ivdua Is or grusto WhQoI 
tese pri ilteges have been accre to accept other olt PS thaL are 'not 
ncesarity n-their inte est L -r'those" of-private 'entpe-at 71rg. As 7

t he-'aase-, I n ma'ny other countries f,the principal, implication's- 'oIthis ~a pproach 
are a high', 1e1 of'dependence on the special "privileges" provided bhy
4government and a genieralized perception in the. private sector' that the 
"decisi6n-making'" process is a zero-sum' game where one group's gains come1 a L 
the' expense of aniother. Under these~condion estbisigaconsenisus
abou ecnmcpoiisi extremel difiCI 

The ecaonomic~polic anlss fruain0 
aind f~ruainprocess~ has alhbso beew 

i.~nfluenced b'y~a eneral belief among the Honduran poplac that~ the priva ~ ''e 

.sector~, and pivate sector rgnzaios consist primari'ly ofseltedelj~i4"<' 
.. whoairadyLhae'direct access to, if not conitrol~ of decision-maketrs<.2n 

prteto of the interests of the~ Honduran popuilationi from Casmall and ~ '"' 

~ ~ ~ < ~ <~C Apprit Poic ramework ' .C4 C§fltA 

through the'ie'ffo'rts of associations, Chmbr of;omre n-iia
 
oraiain, the Honduran 'iva'te sector has tradtonaly had acces Lo~~
 

establishing anefctv eadfrasound plicy enionet T tobe 
geared not to demonstrate~th benefit's of proposed poice utoughsound'' ~~ 

~ analysis, but to, make4 individuial "deals"'Cthat obtain special ~privileges 4 

~through different channels. Vhile some formn ofC this behaviori may be exece 
inms.oitei per to be edmc In Honduras. Inlreprthis c' 

may be attributed t'o4 the "zero-sum" or h"me 'first"attitude prevail~ing tn~ 
Hjonduran~socety The cratono Ctemporry aline between groups Inr'C""'~ 

conflict, rath~er- than consensuls-butlding among these groups, has charac terized 
~the behavior of. the private sector. Tt! alsoCreflec ts numerous other 
weaknesses'sr a'ed .. to the abil'ity of. the 'private sector~ to mobilize behind key'" 
isses On of ths is~ the multiplicityof private sector institutions which '.
 

~ represent particularskill trades and geogr~aphic regions, and which lobby, forC 
ecobnomic poiisbnfca to their~consi~ttuenits wt~ ocr~o 

coodnto mn them.'> Anohe isthe deep. divisionslexisting. within 
,'h4Ho'nduras al'ongr ethnic lines--primarily 'the resentment against a dynamic 'and, 

aggr'essive Plsianand Arbbsns ls drogatrl 4called "Turcos" 
by "native", Hondufirans) . 'Strong 'diviin also exists between. San Pedro Sula 

CC ; nd~Teguci galpa business associati'ons. The resultant inabiltyj of the pri1vate 
'secCtor t~o establish effective comuication wthin the, business community 
itself. , and 'hence to government oiymkrhshapywkedte
private, sector''s ability todinfl'eice po~lic -making.
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Another factor limit ing private sector participation In poi cy 
formulat[on has been the lack of a systematic ef Fort to analvze and formulate 
policy options. An important contribiut Ing factor to this s ltiation Is the 
limited technical capact ty of most private sector instLtut ons to carry out 
serious policy analysis, Where the private sector hecomes involved In policy 
analysts, it Is usually reactive, I.e., in reaction to government initiatives 
which In some cases are a fait aicompli or to defend tindlvidual interests 
which often do not stand up to rigorous analysis. The capacity of the private 
sector to Initiate the review of policy options and proposed initiatives is 
extremely weak. 

C. Summary Problem Statement and Project Rationale
 

The specific problem to he addressed by the Project is how to stimulate 
the savings and investment required to move Honduras Out of economic 

stagnation and to Improve standards of l iving in a sustainable fashion. While 
progress has been made during the last three years in achieving growth (albeit 
limited), checking lt ftion, and Improving or min Itaining other economi c 
aggregates, the Honduran economy conttn s tn he affected by macroeconomic and 
structural problems wi ch continue to hinder the prospects for Iong-ter, 
smstalnable growth. The ESF program is asst Ing hlie GOil In developing and 
Implementlng a coherent and mutually supportivwe macro stabilization and 
structural reform program. Establishing a policy framework that will nurture 
this process has been tihe principal objective of the program. It is clear to 
the Mission, and to many londurans, that this procoss is tihe key if the 
medium- and long-term econoil c prospects for the (ciUn rie to be 
attractive. This process must be significantly bolstered with complementary 

technical assistance, training resources amid other support designed to 
overcome the constraints to creating an effective policy and administrative 
environment. 

To this end, the technical/human resource capacity of the GOH must 
clearly be upgraded and strengthened. Effective mechanisms need to be 
developed to create a greater understanding and awareness of key economic 
issues and the rolat lonship among policy measures and resolution of the 
issues. This is t rue not only in the public sector, but among business, 
labor, the media, and other sectors that influnce Honduran public opinion. 

This, in turn, implies that emphasis be placed on enhancing the capacity of 
the private sector to Interact with governmert to influence the pol icy 
formulation process, a capacity which has been seciousily lacking. 

USAID/Hionduras has designed tihe proposed Project with these needs in mind, to 
strengthen and complement Its economic policy reform di logue irod to achieve 
the objectives establ ished under the ESF agreements. In analyzlng the level 
of effort needed to overcome the constraints, It Is apparent that what is 
required in a miti-targeted approach that will, first, provide the technical. 
and human resource know-how for piblic sector officials to undertake the 
necessaiy analy:;s--a traditional approach to pitcy deficiencie. Secondl y 
this effort shoulIt strengthen mechanism tn establish a greater understanding 

of the economic iasues of the day among Honduran society, resulting in a 
greater appreclation of the role that market forces should play in overcoming 
the structural constritnts affecting the economy. 
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D Project Strategy -,. ,I 

T~oqti hntecontext 
paradi~gm. Economic developmuentin HIonduras has been adversely affectedi by the 

The~ ~ cne)~lzdw of a. supply/demand 

reltivlypoobr "supply" oft politcies, oigto ~constraints faced by pu~blic 

private sector to~ promoite a pollcy frameworJk based on techca anlsi n 
rat-ional decisi7on-makigie. effective demandI fo an 4 lappropriatandoll&


enirnmnt In ths cnLe~ct,~the pr~ivate sectr has been constrie byit 
liitdcapaci ty t~o undertad present, artici,late and lobby fo an 

e~ffectiveplc envjironment. AccordJingly,.the~ Prjc ilSMla( UI 
iAmprove-sthe~ suplyof andincrease the effective1 (mn osouind ecnoi 
Aplicies.< 

tThis, will. be accomnplished byenhancing th quality -o oiyaayi
formulation~and implementation.,carried out ~by selected public sector >A 

Sinstit.6tions under the GOH-ESE program, a~nd, on, a parallel basis, byp ~ 
assistahce ,to the private sector to enable it~to-better understand government
 
pipLyIproposal5.iand to initiate arnd propose policies reflective of a
 

-~i~~.-~~-~market oriented: economy. Leadership by the private, sector in the ~ 1
 
establishmept'of a consensus-building,'process on important economic issues
 

strategy is the selection, of the Honduran Council for Private Enterprise 
WHPJ~) 4as the IleadJ.istitu tion in expan Iding 'the'role,,of privatIe,en t erp r s e In.FYiI 

poli'yrformulation~and articulation. 'This~selection has been m~ade durg.-
ontnier~iwae ne rprsntitiveness of COHEP, 'Its potential , and ~ 

~other factors 'discussed in Section- IV. B 3.:~ -

Given the~wide. range of potential areas foriplc omulation and~j ~ ~ ~ -

refom,rojct ffots wil.i e concentrated on providig ehicl 
~4 .{assistance, institutionallslqnport and trainingto. enite drc lInvolved 

in k~ey, GOH-ESF' policy -and, administrativye'reform 4s~sues related~ to bot{ V1e 


-ii-macro stabilization'and growth objectives as well as stut'alrfr 
obecip -of',l exadigdme carid) irternationaI investment, (2)~
,promoting expor Cmptitivenes;;id(3)-rattonalizingpiublik ~ N1'>--& 

oper"tions T~four'th objective ofthe GOH/ESF program,- restoring, iti~eal 
xt~th~eea confidence the Hnuran economy th~in Modiimpltci~in

treojectives and illi be me by su ssfulimplementait'on of Project £ 

Sprovide Iassistance mA areas tat, are necessary fo deeoig'n/o 
i~implementinig 'policy~or admiiiis tratdye reform mealsures that haive: .direc orA 

idiect imnpact 4upon the"IGO~stabilization growth and struc turalreform -" 

program. 

-~The two Project-supported initatis-a public seto/eeci4v branch' 
A~~Athrust, and private sector policy initiatives are part 'of a USAID-onsored -' 

tradt establish ax iore effective policy framew~ork in Honduras. The thirdi 
leg of- this triad isspotto the onduran Cong'ress for Its growing. role as , 1 I 

an,-ri.in'ftVat'or of economic policqTand for,4 its review and aprvlo ecopnomic~ 
leislto Gie tr.aditional sensitvitiesregarding eecutiveand " 

leisl~ative..prerogativesr te. Congresoal effrt 'will.be supported through
the USAID-sdjp orted Strengtheing ofI Decatic Institutions Prjc 

(522-0296) ~ ilb ~ h sprt ciiywhc ~ big ti 



--

~ aindthe eeuieprvt sector~, legislative policy prorm have, bee 

desinedand wil be implemented iy the respective Hnua ntttosa~codntdsrtgfopoiy rlform. LieieInit11aives suc asegy s beir g uLekewcee roject-spec~ic policy 
thc~e~ be~ng thesuch. as ertaken~in Export DevyelopmentS Fe

-rojec (522-0207 will complement and strengthen generalplc efrs 

III. PROGRAM FACTORS ' .

~The GOPrecgnizes ;the dire need~for more~aprpit cnmcplce
~and significant admi~nistr~ative reforms 'MV~e Azona Administration has movod~ 

theGOPburaucacyto deign an implement a comprehensive policy reform~ 
prga efetdi the FY 86 and FY $87EF programs . The GOP cobmmitmient toK
these reforms, Thowever,, haadtall- the more aware of the hua esuc 

-~ ad istiution /zin griai 5 anstraints to analyzing and implementing these 
pol6icies. :ConsequentlyI vari ,us iev 'is of, the,,,GOH; have requested A.I.D. 1 !
assistance~ to strengthen-,h polic dialogue and analysis process and thie 

-- ~~' ~efficient imp..ementation ofS these policies. ~~ 

B. Relationship to A.I.D. and USAID/Honduras Strategy and Action Plan.C

-~  ~->tT'he proposed Project is 1fully -in line.wtthA one. of A.l.D.'s most important
--objectives, promoing sound economic 'po Iicies for ,sustained economic~growth< -. Aand devlpet AssaeinAIDsvdlgu~--veopmnc. Asstaed n AI.D'-Policy Paper on policvdiloge the ~, ~ -soundness 

---

of domiestic and socal, ce n~ nAinl"epoalicie is ingeneral the dominant long-terminfuece ondeelpment1econooiic assistance in support of ill-conc'eived 
4~~ ~-polii~.es would 1be orivsmn indeed." AThroughi Itspriate sector-

~ ,~componette Project also supports the Agency's prvt sco intatves~
and market-oriented growth obJectives, :The( proposed Project supports LAC, andUSAID/il stabilization goals and 'is'an integral component of the Mission's
 

4--- --
1 goals iof achieving shorEt-triA stabilization and sustained economic, gr~owthvas-

Sindicated inx the FY89 Actio'Plan'recently presented to A.IvD./Washington.1 -'~

2Severl ongoin' an4A plannedA USAID pr~ojects car~ry out 4activiteth, 
Stogether with the ProjectI4herein4-described, form InVtegral elements oftheAr.I
Mission 's global polticy strate'gy an gna FrexmlteEpr

lopmenit 


Deve~"'t and Servic es ~projecct (522-0207) isiteading USAID~efforts to assist 
44~ the GOP to develp notraditional--exjpoits. Thrug theStatgi Plnnngan

Technica Suprtr ec,( 269), Important policyrelated studIies 22 ,several 

- hav-e bee initiated.' The -proposed' FY 87' Strengthening1 Democratic Institutions, 

Pro ect (522-0296)-wi1Jl fill~an-important gap in the policy4 formulation 
A process not met by- the~Project her~ein' presented, Astrenghening the policy 

formnultin and anialytical - capabil.ity of the Hlonduran Congress--a keyp~layer 1(i the po]icyy process,4 currently akn mnmlacest th id of< 
exerie required to rtional policy choices. 1 ~ ~miake4 ~A'~~~ 

' -~~ C. Relationship to Ot)her Donor Progras- 1.--  -- 4 

The~ ESP Conhcept Pape presented t.o A.I. D. Washington January 1987 
idicated tt t obj1ec 1ve'o the Misso mar-cnmcplc dialogue
wt1che GO wil fbe to produce, a GOPf econoic prga that is sufficintl 
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crdil tomrtspotfo 	 h I.T i ntrwudpv 	 h a o 

that objective b strength~ening the C. aaiyt eeo n mlmn 
crdbleprogram . Poic an diita~ reforms contepad will be 

deyqpped with suffic.ie'nt speed to convince ,these kydnr fHnua 
omm en t-t-dui u rii-rme foroor 	 of i-.---r~ 

The.	rhe ar eCure iiLIy severfi I doil or age {n (, (t le Tn t rAmer Ica n' \ 

entBnk-I DB ,Or ga nPQve Iop Ia t Lof Amne r Ican St~s-AS h I 
. 

Deelpmn Program--UND, and seea tes hc rcryn u 
adiitaieado polcyrelated~programs. Fox examiple, the UNDP Is

'providing~some specfi.assis Lance in the area of customS~rdmin istratton while
~eIDBth has provided short-term 'tcnc assac relae to: taxc ~ > 

diisrajn n. TheProJecr tll careflly Coor~dinate its activiti~es with~
 
~these institutions.'<
 

IV. PROJECT DESCRIPTION 
'' 

>~< A ProjectLGoal'and Purpose~~ 

. 2The goal of the Project Uis to promote Sustaine eoic growirn 

stab~ity.,e The Project purpose is'to strengthen 'the Honduranrcpiy toformlateand imlement economic'-policigs'n distaverfom.T1e 
Project will' 'directly strengthen th~e 'Mrs capacity, to implemelnt its 

AMacroeconiomic 
 prograM ~and the A.1. .-ponsored Fconomic Support Fund -program, A>>W"A 

parrtiClul rly its objectives of establlishng ann appropriate ernviro ment 'for
 
~~ "inves tment and employment nraio~
Key assulmptions linking the uroeandwK 

goal statements are:r (1) a political climate favorable torvtescoinvestment; (2) that' the GOH 'ilL, have susta1ie:&interest, in.r formulating and4 

e X 9 6,nd Po 1c~in 	 ~yadadminis~tive refcorzs;r(3) that~the private' sector, 

iwilfacilitate ex~pandIed "GOh dilogue with~ the0 TF~rand the IM'D leading~tolAAh11the signin of 'Cmrhniv programs with these organizations. 

B. PAoject Components 	
1 

A,1,IlThe Projectrwill be~coiposed of tw'o inter-related coponns .(I),Publc'<AlSector Policy1 Analysis and IMPl emetioad (2).Strengthening of rPriv lA 

A.lQA. P}"14Sector Poicy4,..Analys.J.is"~7~""4 
1, 

Tepbisetrcomponentll 	 provid~e shrmedium'n long-termA'A~"AA1I
 

forig andA Hnura~n te'chnical adsista~nce (T n training. 1_The TA wil A,esigned1d. to supplement 1 t~ 4exin capactilty, of, Hlonduran of ficissi policy f"Ikf planningj and Iimplementation. Advaced deretain ng inecnuimjc and opther~~.areas of speeialization will be provided for selec tdoffictals whose 	
"A 

.AA"<4 

institutions have t&he need fo high-level economic and other tecnc~.al 14"" 

anlss 
 nthe >rivate secor, h mpai wil be placed upon enhancing 'I "A"h~~,aciy~fpda ~ ete~4, enteconomic0re'Al~ p issues, anayze "" 

policy proposals~of the 1,l an dct h public at2lag topoic ssues 
~of importance to the nation andL rvt In iiaiveyI. '"AI' 

I 

http:tecnc~.al


4, 

Gien tra'dfiioal, Honduran pulcsco estvte bu h oeo 
Sjthe private sector in policy formuliaton, there isno: formal insitutional 
link1~age between the ewo copnns Nonetheles's, therei7T be si'gnif~iCant' 

,''linkage' 'and coordiLnation between ,the two components- in-he course of'
 
implementation through the selectioni of Issues' to be analzdofrne n
 

...... pblcaci n.a n~d-e .and-pr-im, ~etrs.
. ad dia Iou.btee-h-pub ic-

h1. ~ PubiJ~c SectorPolicyAnalysis and&"Implementation 

,>Pubic se~ratvt ilfciiaeteIpeetto of specific ' 
measures' and gen"ralibjectives-of tLieOH-ESF4 economic and~st'ructural reform'~rogram'2v Akeyjtenet of al'tch'ialasist"c
p prvie iiifbeiclose ~ 

Al ssistance 
yIaenttfcat~on of Gn eqtisre pnile,'o "Owo~~ri kt& 

counerprts,tehnial eussfrmt',GHwlrqiete 
indviduals ~OH 

hadi-ai with Project-financed-technical, experts . Asstancewilbe"" 
'provi ded to ,severkal GOH institutions. '"""" 

Because of their4 predominant role in: the impletnentationyof' theESF -' /'3~ 

' program, the Ministry of Finan'ce, andPublic Credit(HP'n ahOiilBank 
Ho(MHCP) snddtheyilntbe


of Hn'dre-(B11 wilbethe component's core institultions. ,Nonetheless, ~ ' 

>othe~r GO nttuin such as the, Ministry of,,Planning (SEOPLAN), the2 
~Ministry'of"Ntut 1"Resour es',, the Ministry of Economy and Commerce, and~te"" 
'KNational',Directorate of;.Statistics and Census will participate in Project~. , ' 

~efforts.; Componentiacttvittes will be divided :into'.two broad categories.,. 
" support 'for~strutiural reform~measures ,and training. "i""''""'" 

<'&~' '4 ' a.' Support for-Structural Reform Measures and Macroeconmi~ '' 

The. current (187 structural rfr program, co.Insists of twenty-seven 
measures supporting the broad objectives: of rationaizing,public'sector" 
 '''4"'33''1 

':~~'3'33"7'~': operations, enhancing export competittveness, promoting yprivate snvestmentb and~ 
'restoring initern'al and external "confidence in 'tIhe Hondurani economy. Ane 
'E.lClists the measures'and 'provides a~brief economicrationale, for their 
i"ncorooration .inthe' program. phasis is currently ~placed-on the competion''"'""~
of concrete,,ste Ips to implement,.eom ntae in previous year"s. ' 'Also a 

' 
 limited set. of additional structural 'measures will be in~itiated3 in 1988'and>
 
future.GOH,:Fconomic Programs., Some new measures ,in 1987,are keyed to;"explicit""' ' 

"~'Wrld Bank and IMF recommnndations, :while future measures will'f low- from GOH' 
dialogue with the-priaL'/sector, A.I.D.,,and internationial'finlancialI~~~'"' 

'A''~'~'""A~" jj~KBoth lon~g-term and short-term technical expertise illbe provided to
 
3 ')," 'asist' the GOH to implement these measures and 3 to improve their econoitnc;~',
 

anlyiscaabliie.Project assistance will.provide [or the diagnostic j

'an'alysis ofl'3the pol'cj issues 'in~ question,* for the development of specitfic 2'
 

)~~ ~~
' 3 2recanwendftions,'3an dfor the implementatno 

Sadministrative, reformzimeasures.. 4'' 

"
 
" 
1 w3ill receive att.entio.n underithe ~Poect. Tese are areas for which 'the GOH 

has" specifically --ques'tedassitnc and for which prelimtinary analysis ha 

3' 1: ,. " A A ' 



bee'n ki d~o tae Some prlmnr scopes of' work fo ths atviis pear 
in Annex~ D.I They'should', however, he considered i11uStrativeT Is o~f' 
strategi importance to maintain~ flexibiJLty in1 te provision of technical 
assist nce to ensuxre that, in'the course of imlmnain iePoetIs
abl to respond effectivelyto reqpze~tS fIor assistance fort ongoing and newy~ 
-easures for 'which sIgntica'Lpayff, mybexctd ;Another reason [ork 

Project~'s the involvement,of other donors~ In te hIinI ca 1 c oope rat Ion ~wI 1 the 
GOH. Forexample, the AIDB is curnl rvdn sitne to thie Hintx
pQlicy and admiistrati'on andp.arts to expand this coop'eration ntiefuue 
Based~di.the esults of GOH-TDR dicsinadtrinto ilb aeo 

~the lee ofPoetspotdassac'oh rvddI this key area.~ 

Tese Illusatrativ ea rjc ,cvts are. presented,. o toof fo 
givean ofthe types of activities~'thit wi1 'be supported by thendictio 

Project TheX,are presented uinder the~broad ('OHEF,'6a tegorI es "of~ 
< rationAlAizing,'pub1lic setroeain;Icesn export competitiveness; anrd 
: i prom otio.~nAn'vebtment 

Rationalize Public Sector Operations
 

S 
2 To~date, eleven measures to rationalize public~sector operations have 

benicrprtdihto the COH-ESF program. Jrhe'y deal With, thle budgeting and 
financial efficiency of GO~ilinstttutions (4 pieasures); tax policy and tak'; 

~ (2); ariffs and ocsonadministrati on i3, an to measures 
with efficientus of resour~ces. The Prj01wl1s~s h 

~~7~~-- th inemelationpp of~ these measures, nc tdinig efforts to enhanefs l 
S policy'and adopt measures to reduce the fiscal deficit, improve the efiiec

~of the GOH bug ndfnnilmanagment processes, and upograe the Customs 
'~ ~regula tion -and' control system. It will. also 3 rvd~ astne '~s2 

which1 -although 'not>specfically covered under the.SF-CGOH ,program ,-ilthel1 
rationalize overall. public sector operations; e. 4g.,macroeconomii~analysis 'and 

upgadng iodurs'statistical syte and information 'base,Tt is recognize(]L~-~
tat in the.'course 'of ProjeCt'iplementation and in prouvidig ssstnc 

r4~>Vome of these, areas, program~activitiesrmay be ident~fied'which will require 
5
resources beyond those contemnplated in thle 1)roje'ct. n that case, the Mission

witll consider amendinents to tePoctwihwilt permit it to provide th 
~required resource~ ~-i_* 

W.Foreign Trader Taxes and Customs Administration--

1>Hnduras' 'foreign trade tax sy'stem reflects ahsoialemphasis' on 
~imnport 'subtitution policies in combination with administratively s'imple ways 
,toobtingvernmenti 'revenues. Tile GOH hasa-recognized that~the resulting tax4 >~,y
structure, inclusive of 'a host of special laws providing !exempt'ions 4to theseK'~
 
taxes, hash led to analcto o eore which 4has rdcdreal income ~:J
 
significantly below poeta thog th hfigofrsucstopouto
 
for th'e 'domestic market at the' expense of international markets, ?Moreover,
 

thrswd eog-inta h csosadrinistratton sysem is
 
- inefftcient4 - nd, antiqae.A eut 'th$e 0H-FSF prga Incorpoated
 



- -

1
-

jrotection.<'tsy~ tm,tclui ihi nter, ali, edu,oeffective rates, of also 

i ncor PoD 7 C1!S three measires cdeal L19g exclusively withtrf.nmnltr n 

Customns la' and pr'oce duces (measures 7-9) These measrires, aimed to- repilace 

the~cutrent tari~ff nomenclature~ withr theCustoms o-perto oni 
mi~xed rates to~ their ad valoremNomenclature a d~conver~t thepesent 

tia t on-to-ensure-ge ater-ob4Jciitqutva-len t -and -Imp ove-cus tom5 Va 

predictability, and transparency in valuatiLon and-classiication rules. 

The GOHI submitted to Congressegislation during the past year on the 

ion of~the CCCN, an on reform of the Customs Valuation and Customsb 
-adopt 


analyze tiadpiornof~th CCNi odrsIcuigte oml)no 

structure. Thisjtrequest calls for>structure coil stent with~ the new tarifF 

which :will be required for -s'pecif it -analysis, of Larif f ,policies,* and a --

-longer-term effort which wi'll be initiate'd emphasizing overall customs reform, 

inmcluding~assistance in organizattonal,,development; ~~ iSh to nfr 
systems. Theprocedures, and upgraigo the dataeco~eto adprocessng 

ofCO H andth Miso esiaeta approximately twelve person: months 
erqie. A more-compreeisive---y:7 ~~~shr-~emtechnical asitnewl 


~customs~ reform program wil'require approximately wnyfupromntsf
 

~technical expertise. K ~ i ,: tet~orpro~mnh
 

- ii. Rationalization of Decentralize ~ f~~ ,Operational, 
,-ThV-~~& rPu.l.Lc nstitut1Of5~-n

eeirto of Coil finances an h:One of the prmrycase for th 
~-~-~large public sector deficit-jias 4been the financial management of 4 public sector

deenralze istttton.Thesei institutions hvteddto operatewih 4 ~ 

aninaequtpfinanci~al controls on expenditures and deficient finlancial 

o h n rat ion. The result has been si gnifiLcantjLde16ft ,-tandb 

extensive borrowing and central government transfers. Signi4 ficantlossi
 

~~ ~savings lve~occurred~ which could be reduced through' improvements in the ~~~

~ ~disquiy, iljkiness and reliability o~f the4 informa tion floi4less ential foi: 
dicsso maig -Futhermnore- there has been little relationiship between 

budgt ad finiancia operaions 

In-r:cogition of this problem,,.the COH-ESF4program adopted five measures:~ -~---~ 

& These measures 
budgeting system; develcpment of(1-4 inludig 2a andu1..Jt aiaLuIw§li teroperations. A 

Si:-,-deal with the incroduton of a zero-bise 
buge coto an reotn ystems; more timely financial reporting to heads 

ycors, and the Ex4ecutive andof decentralize~dinstttutiofl5,.their Board ofD 

branches4 
0 f the Coil; and 4udertaking anlnual audits. The Mission 

444Legiltive the COH to im~plementi the -w;has received tehia.assac requtests from 
measres.Assitanc inthe adoption' of a zero-based budgeting systemfo 

bai scrrnl en provided:, theGOI9nsttt1n on a piliot,three 

and the NationlS 

National Agrarian Isiueth-aonlHousing Ifnstiute; 
-There Lre al'so -likely toAurtonomous- Wateran~d Sewer-Service (measur~e Nio.<l1). 

and frombe requests--for TA 4from th Miriistry of Finance and Publ~ic Credit 

"decenraizedi inlsti~ttions in the prepairation-of manuals, eguilations and 

-
fiincial operatIo ns, and other, acti 4 vitie's to

procedures, acco~ntig systems, 
ra-i 4 F~e'the COH, bu dgetin an~d public expenditur~e process. eprcll 

~4--~ 
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objctveis to ensure' that the prcs resutsin Improve financial. and 0 
economicefficiency In the decentraIzed public sector. 'Based on"G0OJI 
eBt1inotes of techia assi~stanc~e requ~irements, ap proximja tely, twelve pers'on~ 
mont s of short-term technia asfsaccontemnplated under the Projectre 

iii Statistical and Information Base
 

h iethe~ upgradingof Hondurias 'stattstlca~l andr informfationi base systemn>
 
Sh'as t bee ncnludd as an SFpolic measure per se, it. is~imnplicit thiat
 

sound.plc nlsscno aepae ntea~ec farlal n
 
~ current data base..,s yb xetd h ako sch has bendescribd'Yas


Tajor constraint, to poicyan ~hl'iia c a 
ecoom nfomaioni'lBspotty, ou t-of-da te ,a nd 19suf fers' from ga p. jiSfl'apsf ii 

Scoverage.~ This,, situation makes itdlfclLt oio or e~~nercn
 
changes in key economic 'variables., 'Moreovr the General,_Directorate of
 

Stat 1.stitcs and Census (DGEC), a key agen-cy for providing, the',Gdll.ldith
 
9 ~:population, trade, labor, social,,agriculiu'ral, and other economc
 

4V policy relevant data, is 'for, many reasons 1neflective.
 

TFhe DCEC has requeste c~operation fram A.L.IJ. to, imrv t
 
Soperations.,. Under,- the Project,- assi tance will:be ,provided tO, improve, I.ts,~ ,,
 

~ census,.and sur~vey activities,:,as %wellas assistanlce dlrectecP toward specific
 
modules.' e~g.for deeoigapermanent program of labor market stattsttcs
 
and 	 analysis and agrirulturals,tatistic. Ihpadtiontoefrsdiceda 

th'DGEthePojc will' also help individual' G011enti ties, which~ col'lect "andi.analyze ;dt.relevant, to policy decisions- 'in idii~h 'e, ta~akadt 
S~1 Ministry of' Natual Resources . Attention wiUl'b~e paid, to ensuring 'that tesi 6 riiitd.Based Io icsindata 'co1lection efforts 'are efficiently coordiate.a 
&j >with,SECPLAN and., the DGEC, ' the' Project ihas btidetted~ for ten. person :months ofm k' 

shot-trmTA and for twenty-f6or 7person mohths of; long er~ehnical '' 

Sexpertise. .This level of efforts is deemed su'fficient', to 'fo'cus on~the"~ 
sts tiecdrequirements 'of the 'DGEC, and to ass it in,' the.- developmen't of ~ 

seleted~odules. _Nonetheless, the' GOH1 may 'Also request_ an 9expanded ,effort .
 

based -onIan ongoing assessment of its st~si~lsse.Should it he. ~
 
needed, a Pz'aject amendm~en il.tI be n de r tA .n 'toj proid I' ore
lu 	 e 'e 


* 'i iv Macro fnU §truc6tural' Economic Analysis ' ~:~~

~KT~~z ~iiYGOH'Iefforts to-. construct. a-favorable economic policy..environment 17 
conducive to, sustainable economic~growth are constrained by he-limited numberS55 

~ of people that' are ndequately, trained inhthe. use of applied macIroecoriomtc and2~w~f S' 
'S2K- As fmn cnmcdecision~il@,hia~ae2 Ksectoral analysis. a result;', th 


is questionable*. 955~ j59 	 i'K 

Frexample, there is a hraeoftandtechnicians nvar~iousareas"'
 
4s575of monetary theory and in policy' 'Siimilarl , the 6se of mcroecnmic~and" '> 


""-financial modeling9 as a technique to design and economic policies is"st 

9,ssi m i 9t e- d 9 

Udrthe Project, short- ad long-term asisane i'll9 be pjrovided to'',- -,;

'9 carry 'ou macro and microeconojnic analysis.'At the macro level, 'for example 
long-'term~tehiclexetsilIwork ith the Cenitral Bank to5Impoveshe9. 

9Si	 N 



anlsnadipeetto of' mnetary, polley~ L~ong-term TA will~ also be~ 
fur,n1ih to, the Central, Bank in developing., maina.ining,a'nd. utilizing 
flo -of7funds' accounts, which it currently1acks. Uswl help establish an 
analytical fjramework to~relate developni nts in ,the fiial~ s te0-oti 

Inre al activi ty~, Jinc luding In es me t and ,to de e op e t i~n domestic 

curnl liteepiiafnwlde'0 thelinput-output rfthstuur 
Honduran~economy~~and how the struccure relatesto either final demand 
agrgtso otedsrbto factor a nof t4ncomeamn oshld other 
J.insti Lutions'. Inernatonal TA will be providedI t~o agopofHnua 
ecnmsst develop an,,nput-out put moqdel tFor tileHnurnecnmyt
.provide an esental tbase for mnacroecon~omic poic anlyes Bae n 
estlmtes iia fotapoximatl site esnmnh of' 
~short-term TA are esiaedi oH±saea. ~A long-term econoic advisor tY~K 
~assist the'GO1 in macroand sectoral analysis lisA also contemplated, frwhc 
rthirty-six personmonths have been btudgetted. frh~ 

"' V. Other Areas~ -<. 

~otier areas that may receive support under the general c~ategory of 
~IP. Arationalizigpbi sector operations 'incluide: tax,policy and~t )I
 

~ administration and other 'newmaue ne osdrtosc as public~

utility pricing n analysesk'ofP the 'financ~ial>Thntermediary ~and" sloc 'al~scr~
 

andhnc Exor (.secmpeytitiveness 


-Tile
". policyAUL.:'~.~ GOH has developed an explicit of reducing the .st-rong?7'<, 
,Pl anti. export bias con~tained in the~existing str~ucture of taxation, and more '' 

I-pr-usiuto-e rwh in favor of a more open, dynamic economic' model ~ ~' 
~ ~ pri1rj'#Iinotrad''b' dh~ pr grot~ ~ ~ o tional exports. oipeet

C, hshwvri,.i-J en~esr to remove sriouis Ipolicy, regulatory, andI. 

'VKkadministraieostacles which have hampered (and in some cases continue to~ ~ 
~ hamper) Honidura' expor po~tetialX. .Thi~s will i1nclude mnodification of tarif fit 

and Import s *ucues,'"reiuoving an~rov ineniestdisind'entives n 
Sexporters to' make expors 'profi table. YMeasures~1217 o~f the~ GCOR-ESF 'rogra 

hae ntiaedthisefot yexempting from Imor duisimot"estined as lt 

Inptics for nontriidit.onal exports; by proidintacrdseq ltoiiet 

taxe's paid for proFduc'ers ofnontradittonal exports; by promting Increased 
vestment of nontradittona I 


t~' processing zones;,~~educing key export-'taxes; .,yecuaigpbi and
 
in~I interouto exrts'throuh 

L," 

exor 

prvt etrof fitIals~to focus 'more tclosely, on, th'e Importance of export 
deeopet an yrviwn h comnpetitiveness of Honduran exprts. I
 

I>P' Cons~derabepo'gressha been..made, but: thr r tlsrosplc,
 
reg ntoryn amnitrative.practices tha continu tolmtHnua
 
'export po'~entl iOne3 critLfcal re o coi~ncrin t te (',Oil ant HAnD Isra
t 
estalishment of Hoi nd fore Lgn" exchang an trade reie.Freape iei~ ~ forneian trae, en orIexcapo , 

tlehigh ~deedece of tile'economiy.on~or'inrd r rnsin eprts I pore ' 

and, prodcer prices; are essential input's f or poli cy formulfation and. analysis 
Yet tile CON, staitical'bae' I nthis area is. severely imited. And,_ gien 

P. A 
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the 1. adequacy of foreignnexchange policy ana'lys t,, critera; todeenn
 
t cIes are
,app aoprpo strongly a &ewed.towards noneconomic considerations 

Adm~ anstratiye 
barres to enhanig, exports also e'19C including f~oreign-~
 
excage, 'controls, licesn a ther 
 -ppoal

InaddiiOn-to. heE F-program:p Mstnsr1III~y-pou,~tp 
mechanism 
or imrproving the, export policy environment has beeni and wI Icontinue',to -be tIhe Export P,~roio 
and Services Projedt (522-O2O7)

Technic~a-l assis~tancerimade available, through this project has been ins~trumnental
 
'n thie imlmnaino the measures noted above.. The project Is.also
:helping to steamlkineG011 administrative procedures regarding exporty0 and~
 
investmIents sBuch astee~alsmn fa onesop" export
~documentationi center. Thsp 6e,:poo and ln,- stmentc -~ to~complement~ those policy~and

analy,.,c'l ef forts ht'd o fall-directly runde th 007mnd-e
 

dec~ike
below.27nin~ie~a' 

I. Foreign Trade and Exchange Rate !Regimes
 

Project TA will saupport the G014, particularl~y the Central Bank and the ~+VMinis try of Economy, in analyzing the 1competitiveness of Honduran exportst and
l-nadopting~ ound export ,promotion poufces TIwill finaance exper~tiae to1 develop price inie for prdceiexpor ter. and importer~prices at the
~.aggregate level rtant ,subgroup these
and~for, I o~f aggregate~s. The 

~ tIechnicians will~wor wit 11onduran :officials ini theseusing indices to

~conduc t9 compar~tv d a ge analysig.,of local export~ products.' Studies
Supported by project aristaice will also b netknto)deteriniie the 

possible1&
impattof~l-e6hange 

A9 

rate fiscal and''mntry policies onHouas&' ; 4Itrational 9c01titbveness .:These a:tudies willf provide a- basis 
k 9 

for policy~jw
d,ialogue29 and fEri1.l~latibin within senior levls of ~government fandbewn e
Spublic and1 private sectors. TLA teams wil ensure that 
 the capacityr to~
 
'construct ,,update, and effectively anal~yze these indices is pemnnl

established 9within the G0H. ~, 
 ~ 

~ will>also 'work-9~ ~ Technical experts with the 0011 in the evaluation of' IVQ
f.orein.eL han
£Lpolicies. 
 For example, the PoetwiJl1 explore wa ysi99:9~ 9 '9.-
to9<
''.improve the 9foreign exchange regime iafetthas fexibility of the 

' effective-exchange rate governing'interdationaij trade) service,:n caia 
account 9transactions. 
 Also,- 9asistance will be directed at further~~,9,9 4 -. 9.999949 

intiuioaizn 
 tesystem of lcensing reports4of 'transactions 9 finanlced[-99 
requirements 9in tsaraare estimated at- twelve person months. 

'99999999ii. O9~99,1#,therAreas 999 '-'~9 

Ohrtpcs of concern~ to the rojeticude but tare not limted' to:
frhranalysis and 4implementation of recommendations 9to overcomeI incn ry
 
- and' iternational~ transportation constraints 'to 11onddran excports; the
 
finan~cing and mrket ng system 'for 
 Honduiran coffeeexports; andf t~he current,system of finaniIal and administrat~ive' c'ent vea and disincentives~ to 

9 exporting99~< T 
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1 .7 -

Promote Private Investment 

Poltcy-e 'at dl ne [,Ic es work ainst tI'e 'GO H!objecti~ve of~ expa nd ing9 
dores t'c adn nter at onal1 investmlent.. The increas ed rolie ,of the state 'as, 'all 
inves tor, and' econom~ic, actor h.fas crowded out, the private-sector from :financial, 

7. ma r i- -p-vae F( t e LULe s-.an Fned to 'tl 
".a counted1 for' about tIdof grolss f ixe d capita ormat Fon J978, :in 1986L 

It accounted or. almost half, and 'actually surpassed private.nvestment from 
1982785;- see Table 1, pag 2c) F~abating the problm publicsseto 
inve'stments,'have regularly been made without adequate consideraton of

ecoomi nce , thgornmeriL haslb ptedrinnch in 
ecoomiorfinncil cnseq encS. Moreover th e v 

many~ cases t~o ptomote~private ~Investmnt .troughF fical and mnonetary 
inevntos that~arFe, sector specific,,often fwith inadequat m~iacroeconomuic 7 

Ieauesupported by tie~ QFOiESF prora o 18-24)~have amdt 

4-rat ionlize the system' of pre ference acore the~public' ,secz or in fiscal'~<&6o 


Foa'nd m~one tary mattrs<(measure No. 1l8);and the analysis and fintroduction of 
'legisla7tion"'to ,st iulate ,private~InvestmentF4 (me.asures 19 0 n 24). The 

Project~~ ~ wilspottecniuto nlysis the, Implementa tio'n~ ~ fti and 
of s'pecifi measurs fo~rwhich' preliminar actiopn has ,already begurn.~ 'Sppot~ 
~will also b'e given in' other areas geared to metn h radrojcieo 
stimulating Investmet.cFF'' , 'F " 

F '~~~5m~ Public Sector Prferences/nvestment,7'7~~F,2 

F~Unemesr 1,a mpor tant first ste'p has been to get GOH 

pol~icy-makers to reve -carefully tLe real costs ,in terms, of private seto 
invest n~nt, o6f the system ofl preferences accorded to the public' sector~ in ' 

fisc'a 1:and monetary matter~s. FF9; example, there is a growing r ecognition
1among both the public and private -sectors that to' th'e extent GOH t.ax freeF 

bonds, provide real returns considerably 'hi~gher than inflationi e'fforts to 
'riskier~private. se&ctor Iivestmnent 'are discouraged. , A-detailed report 

qnteFdisincentives ,caused 'by public sector 'prefrne ha'ben completed by 
the GOH and, sujbmitted to the Economic' Cabinet for policy atohs a'eult,
 
of, th'is measure. - Project, will support additional analysesand,..the 

dev'elopmen, ofspecftc policy 'tec6oiimendatj nk ti'laop4yd
 
follow-up a'ssistance to ensure that-the policies Fare effectvey njee~'~d 

"Aproxmatly iveperson monts 'o~f short'-termn TA are 'est'imad.F 

Fmobilize 

F >ii. Investment Incentives.F 

Through' mea'sures 19 and 2'(i nvestment' tax credit and 'tax loss carry
 

overs, repcie'~ 'Fthe GOH-ESF economic~ p'rogram has" initae ncessary
 
ep 0tproy ice transparent investment~ ,incentives that will have a longt
 

Impact on the expansion-and modernization of Honduras' capital~stock~. Thle
 
Investment,'ex cred 'tI'aw~wil providie stiLu to prva ive ent, by
 

permittinpg a portion :of e lgible' inves tment CostLs to; beFddctd 'm'icoe 
Lax I a, i t Les. Sim far ly -the tax- loss- carjxryov er.legis Iation ecently, ' 
introtuced in- Congress wii',,properly enable losses n one yert eddce 
-gainst -utre -pro its. is icent ye asan; iportant e ~enent in'overcoming 



-1s

a critical constraint to economic growth in ilonduras: the unwillingness by 
Investors to make long-term Investment commitments. At the present time, the
 
sizeable losses often expected over the first few years make Investment in 
ventures with long-term gestation periods prohibitive. The Projfect will 
provide assistance to the CON In the continued analysis and implementation of 
these important measures. Moreover, It will assist the Ministry of Fconomy
 
and other SOT1 entities in the review of other policies to enhance Investment
 
opportunities. Five person months of short-term technical expertise will he
 
provided.
 

iii. Economic Analysis of Public Sector Investments
 

As previously noted, public sector investments in Honduras, Including the
 
selection of projects supported by bilateral and international donors, are
 
often negotiated ani implemented without the benefit of sound economic and
 
financial analysis. This not only results in an unproductive use of domestic 
and external resources, but can result In Investments which are actually 
detrimental to the country over the long run. Assistance under the Project,
 
complemented by training, will he provided to the Ministry of Planning and
 
other nOll instItntions Involved in review ,nd approval of public sec-to,
investments. Criteria wi ll he developed for 
the review of these projects,
 
including cost/benefi r, internal rate of return, and other determinants. It
 
is estimated that a)proximately six person months of technical e':pertise will
 
be provided in this area.
 

iv. Agricultural Policy Formulation
 

Project support will be g[ven to address policy-related sectoral 
concerns, particularly in agriculture. The Ministry of Natural Resources 
(MNR) lacks the professional and organizational capacity to identify the key 
medium-term policy issues and the ability to conouct economic analysis of 
alternative policy options. As a result, MNR is ineffective in dealing with 
the other partIcipant.-; In the policy process, (e.g., the BCHi and the MHICP). 
The result Is a lack of coherence htween sectoral and macro policies and ain 
inability to form an InLer-instIttIonal consensus on agrlcultural policy 
issues, given this failure, implemntntion of policy reforms, which require
 
concerted efforts, Is stymied. 

In response to this interrelated set of constraints, an objective of the 
Project is to develop within the MNR a cadre of nrofessionals trained In the 
application of policy analysis methodologies In key policy issues. This will, 
be accomplished through combining training and policy analysis on a few key 
issues.
 

In conjunction with A.T.)., the CONl will identify a set of key policy
 

issues for analysis (these could Include, for example, effect of exchangc rate
 
on agricultural sector, policy alternatives for land tenure, and the costs and 
benefits of subsidies). The focus will be on medium-term Issues, not 
fire-fighttng dally issues. The methodology will focus economicon Impact and 
the distribution of costs and benefits. It is anticipated that some of the 
work will be conducted in the U..S. to build linkages to external researchers 
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and develop fami I tar I ty with computers. A joint working group of four to six 

professtonats will be established for each study, consisting of 

representatives from MNR, the Central Bank, MHCP, and from SECPLAN. The 

principal findings and recommendations will be reviewed r1 rough a series of 

high level seminars. This approach, which has been accepted by MNR, will 

result in a greater understanding of agricultural policy issues and in the 

formulation of specific legislation on the issues analyzed. 

Project funds will he itilized to fund a senior level agricultural policy 

analyst who will serve as advisor to the (GOH and to the Mission. in this 

capacity, he will also serve as Project liaison Officer for this activity. 

Thirty-six person months ar. bud;getted for this ndtivdual. To provide a 

flexible support mechanism to the Sr. Policy Analysr/LWaison Officer, and to 

provide direct .upporr to KOHl requests, sixteen person months of short-term 

technical assistance are budgetted. It Is anticipated that a significant 

portion of this will he used to execute a buy-In to the centrally funded 

Agricultural Pol.icy Project.
 

v. Other Areas
 

Other potential areas for Proleet intervention include foreign 

investment; export prociesstngi zones; small- and micro-business development;
 

and capital markets and credit and financial Intermediation.
 

Figure 1 on page 20 summarizes the areas listed above that may receive 

ass[stance under the Project. 

2. Training
 

Graduate level academic training (Ph.D. and M.A.) will he the principal 

Project mecha.'ism to upgrade the weak human and technical resource base 

identified as a major constraint to policy formulation and implementation. it 

technical assistance efforts descrribed above. in addition towill complement 


meeting specifically identified human resource gaps related to the ESF 

program, an important objective of the training sub-component is to create a
 

cadre of highly qualified, technically-oriented professionals who can serve in
 

key economic positions in the current and future Honduran administrations.
 

Consequently, while the thrust of the training effort will be directed at the
 

public sector and, specifically, at Institutions involved in the
 

Implementation of the ESF program, private sector participants will also be
 

Leadership potential, particularly
eligible for training under the Project. 


the potential to assume high level technical and/or decision-making positions
 

will be an Important quialfication for all candidates.
 

Witihin the public sector, it is likely that tile .Ministry of Finance and 

Public Credit and the Central Bank of Honduras, as the Project's and the ESF 

program's core Institutions, will contribute the bulk of candidates for 

training. An analysis of the human resources and professional academic 

training of these Institutions carried out during intensive review (See Annex 

a low level of officials with graduate degrees (particularly
Ii. E..)reveals 

in the MHICP) and the virtual non-existence of Ph.D. Level talent. The latter 
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is most notable In the Central Bank where one would expect to find Ph.). 

Ph.D.economists in key positions. Tn practice, there Is not a single 

economist among the 80 profesqional employees of the BCII's Economic Studies 

as one of the most Important COH units for economic policy 

management has traditionally been selected.
Division--regarded 
analysis and from which senior 

Only eleven of these employees had a graduate degree of any kind. In fact, 

with the return of a newly graduated trainee in the summer of 1987, the BCH 

will have its first Ph.D. economist. Undoubtedly, an enhanced level of 

on the ability of the (O7 toacademic preparation will have favorable results 

analyze, discuss, and implement economic polictes. 

FIGURE 1 

SUMMARY LISTING OF ILLUSTRATIVE 

AREAS ASSISTED 'CHROUGH THE PROJECT
 

PUBLIC SECTOR COMPONENT
 

ESE Measures(*)
Activity 

SUPPORTED
 

1-1l
A. Rationalize Public Sector Operations 

1. foreign trade taxes & cuscoms administration 	 7-9, 11 

2. 	financial rationalization of decentralized
 
1-4
insti tutions 
2a., 33. statist'al & information Wase 

4. economic analysh-, 1,5,10,18,21, 
economic program 

5, new measures5. other acrIons 

12 - 17B. Enhance Export Cempetitiveness 

12, 13, 16
1. 	 foreign trade & exchange rate regimes 
15, new measures2. other action.; 


18 - 24C. Promote Private Trivestment 

1. public sector pref~rences/investment ration- 18 - 25 

alizati on 
19 - 212. investment incentives 


3. economic analysis of public sector investment new measures
 

overall economic
4.agricultural policy formulation 

program 

new measures
5. other actions 

(*) Number keyed to measures as presented in ESF Program '\reement.
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~TI a.dditi~on to the MHOP and the BCH1, trainees mi as]'bes'elected from 
otherGOIittuions. The M~instry of Pl'anning, the Ministry of Economy, 

ii~dth }1inistry of Natural Reore are The~ Col wilt 

'continue to finance salaries for ane adk a comnmitment to place~' 
t isTtit1Ttaae cornensurateEcandidates in' posiLtions in 

wih hir traiing. This comnmitment wilb eafre as a covenanintl 
'''iProjec~t Agreement. i-- ~ 

Whl it is eseta ocet a cadre of highly trained professionals 
~'~and whlre.'given tIh iritcal shortage of>1Ph. D-lev'el economic talent, th 

MsinwouldIlike:''o train as many Ph.Ds as possiblit itsrecogniized tha 

P%h. Dt.f training may be linuited~by,.,,he availability-of eligible Hond1uran " 

icandidates. Thiselimitation stems 'not only from acadIemic and language'~' 

~ requirements., biit to the .negative, qqst of removing large' group of "the besta. 
r~~&~ andthe brightest,', from' theircurrenit positions in institutions 'with very. 

Y~I limited human resources. Nonethele'ss, analysis during intensive'r'eview 
indicates that' the Project can train'ap~proximately ten Ph.D.s anid twenty-five 
M.A. candidates,,<without disrupti~ontoCOH~institutions . An addtionat K 

fifteen professionals w'ill also receive short-term international training to, 
meet spec-ific techntcal, r~equiremeInts associated w~ith.OOH7ESP 'structural reform 
meastirs and t~ aplmrt the i"kndBson" an'rgrvidd through,~<
 

~~~Project-related technical experts. ~
 

TeProject also~contemplates M.A., training ieconomics, ,which in some 
ementedb naitol seetr or'jyear in a,'specificcases will be. supp 

field of' interest. to the COH,-ponsoring institution." An exaniple of such ~an~ 
altrnaiv~istrinig under ithe rcently developed MAEooisM 

~ progrIam,6offered by INCAE, ~followed by a year at Havr' MaonP'lw 

NProgram:(Public Adniinistration) wlith a mlhss on econmics Siila 
arrangements are availnble through other institutions. ' 

)~ AAcadre of staff w~orkers trained under such a~program, as well as a~' 
nmeofP.sfrmtop schools, would 'servle to-create-not only,'a core--group 

-~&& 

--,serve - future GOH-- adini'-- - -- - rations..when- -- -- 
of coeen',iprof ewhsonl but :'to establish a sense ofWfrate 'rnfty around 

teeidvdaswocould - --

'and w~hich would enhac te prdtige'oftechorts infigenera&Vin the GOUL ~
process.
poiyformlto 


-~-~~. To establish sense of frtriyandgie he fat that' training4 

lielccr tvaiosuniversities, the Project wilpoiefnig-o 
,1 th'is i is

t 
Ito monitIor the progress of trainees, provideJ -an insttutionalcontrac tor 

guidance bond hat provided through the S&T inter~national training mechanism -' 
'' 

(see discussioni in7 Sections TV.), and b'ring togethjer triesduring ~-j~" 

summers and'other 'opportuinities. Special programs will be developed at these --

~timnes,~ inldn eiasadwrsoso Central merican" and 
----- : .,---- -- <~Honduras-specificecoomic iss5ues3.4 < 

Tn addition to econom~ics, other areas 1to be strenthened would include
 

public administration," finance and business administrat-ion, agricultural
 

,stat Lst~cs. -~~--~'--economics, cmuesineand 
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3. Pivt Seto Poic Aly~ Ai>Strengthening 

S a.- Int'roduction. 

2 
--ndThe B -LA, qQr-orIsframentd and lacks the& abiity tVo'r an-p 

analyze policy a te natives n a cojIifhontteO ,
and presentten n7
 
and the' general. public. I~ts access to land influence upon the polticy-akig'
 

'prces hihpesoisic, riather than throuh''
_______ocanhas 

4

i.nstitutions wi~th the capacity~'to formulate and promote%economic pol'icy '~' 44A"
 

reform. lMost busines associtons ackfunds,.trained ~staff,-and fail tO'.zy'-''
o~,. 

P epresentatc to"4 " K>:Y1prydeel4f.ft,~e~c5.. 

governet eision-makers an'dth~e public of their proposais base"on~sound','y.
 

In response .to".this concern, numerou'r t setr soiain 
.4~ established4 the: Honduran Council: fo r Pri'vate.Enterrs O.-.. in.1968,to ' ... 

~'~advcate the 4broader-'interests~'of private-enterprise. COHEP,,currently has a~' 
mebeshp f hirty-two'priva.te setror4ganizations, 'representingth
 

'Inrecent years,
~ indus trial,.commercial, financJial ind agricultural~sectors. 
CHPhas played an increasingly' imotn ole'represettngjthe private "~ 

s'bector before the,,government. 'Ithas,score'd a number~of successes 'in the 

~'42policy 'arena,such as' recentliy facifltat'ingthe passage of--Honduras' Export <
'Nevrtheless3,,.Processing Zones 'Legislation throg Congress. 'there Is ~ 

ageemetsetotht EOP hsnot 'achieved'.its robjectives of< ' 
'''4" 

-strengtheningprvt seto asoitos.uligrviesc~ consenSuIS. 
on ,policy issues, or signifticantly,cotiuigt maktoret&reforms. 2 '~V 

ti of 'the 

(se Secio IIB.),especially uinder tile- impact1 of~the, expan~sion, of, the stateW~- ~
 

~ ,~in'al'sctor~s, of the econ omy., But 4 it also,:reflects i1n 1large part, the ~
 

Inpat rf'csthe chaacterisic~s Honduran ''private sector4 2Th 4'-

4'~444fInst[tut.o'nal deficiencieseof COHEP: ts 4 lack of financial res6urces ,andi4-'~' 

trie tf; nprpit organization; and membership'.weakne'sses. Section ------

VI''.,B. ,Institutional ,Analysis provides fur ther discussion, ofCOHfEPI ,>44
 
" 4Nonethees, i.t should be, OWP
'2''i stittional capabities). ~ 4 noted that Fhas 

-whlch can be buil~t u~pon to assist It to achieve its-goals -- -two mnajor s t 'engths 4


4--.

4~(1) -The Hjonduran government regard asth
 

legitima-te""representative of 1 the private sector oil natitonal4 economic policy ~ 

4 issties. Recent4 examples of the representational stature of"COHPI include Its4'~'.
role in the T~ripartlte. iommisslon 4(established 4by tile 4,H11to4 devel~op, dia og 

'"and consensus on ke eonmi Isusand composed1 ofrepresentatives'of t1e 
gvrmnlbrand the private4'sector), it partciptio In varou 

governmenital bodies, its role as thleprivate sector~s' representative in-"' 4 . 4 .~~~
~4international discussions of4 the Central American~ Development Organization, 

and the attendance 'at a OE or etngo h rsdn of the Republi..

(2) 'De~qpI te the recgie 44 bi tty of COUP to'achieve~~1 .4' 

t
i'ts major objectvs Hodua -rvt4, co edrscniu upr
 

CORPad.argue 'that i'ts 'functtions, services, 'an avcc role shudb
 
ndsregteed..itual' all private sector 1,pfder~s-couisut.ted"4 "4''-exardd 

~i~-.gntensivey revie su ported tile'concept~ ofa second-tier oganizion''4""" 
. a to lobby for~mor effective'kCOTEP to repr~esen ,private sector44vtewsand 

economi Policies,
 

http:hirty-two'priva.te


Thie cur rent eooipltcladsca iuto nHnua 
copnfronts' COHEP with an oppotunity and a dilemma, The opotuiyis that 
th~e historically fragmented, personalisi an privl-ee kigHnua
business class is seeking to unite and form a consenisu~s for policy measures to~P 
create a more favorable business environmenton conducive to -increased 

6
private investment and job kcreatio n.~ Moreover, a critical mass of private
scoleaders seems to look to COHEP for thelaesi to build a srne 

positions, apn to comncate to puiblic sector officials and~the larger public<ole could 
stagnation given an. improved business environment. The idilemma is that j> 

tradieioal ~behavior jpaterns and r- valries within the private sector still~~~
remai ,srog whl OE~ak h oe' trained people and structure to. 
overcome-these divisions.~2i<. 

the key privte enteprise play in leading Hlondurasouofenmi 

SAccordingly,R the, stratlegic, thrustof this Project component, is threefold: 
()to develo, 'within the private sector, through a stronger, more dynamic, 

rOeom, h to1 study, analyze,'~and lobby eff policycapacity 	 fveyor.
refoms,,articularly as"'additional support for ~those issuesIs~ included in 

Sthe ESFistructural rYeform progra ; (2)~ to bu$ld understanding and consensus 
4privatet 

privte ad eplomen; (3) to strengthen the financial and-~ 
wihi h e sn~et onneede economic :reforms to, encourage increased ~ 

nvetmet 	 ad
S27 technical capacity of COHEP and member associations as a menst accomplish 

~~ these objectives.'

-. .~, b. ."Activities 	 '-

In	accordance with the objectives Indicated abv, hsrje~ 
comonet,-oe oligted a ooperative Agreement with COHEP; will include 4

' 

j2ifthe following components. Strengthening Pollcy:-and Economic Analysis, Policy 
-V 

~~~j . .' 4 Dialogue and Consensus-Building; and. Consolidation of.CO HEP: and Member ~ ' 

~,~, ~ i~x;'? I >(1) .Polic7 and Economic Analysis Strengthening' < 5< 4I 

Toplay a stronger and more dynamnic oeinteolcfrmaintohe 	 iniat
thspliyfrtlaior
Sprocess, th rvt etrmust develop its, own capacity to perforx , < 

~independent economic poicy',4 anaiysis.~ ThisProject component .will assist 
COHEP to lead- in.this role .throuagh the, establishment. of an Economilc and Policy<~ 

SAnalysis Division (.Ekb)l..within OREP to direct- policy formulation efforts n~; , 

'.'4'1,nWcDlf out 


prbem ffecting thepivate sector. To add'.support 4to the ESF-GOH "y
 

~ ~structural .re'form program, 'study topics wil be seetd nteai of.,.
 

The. EPADwiR carr 	 highly' competent analyses ofke 

4.4,4..potential impact on in~ivestment and export .promotion,- and th oenilt 
inuc mor aprpraeGOH policy affecting private ene pse tia topics 

~ and4 Issues ~will $cut acosacoa n ru ntrss ae nItriw 
San d discs5sionsith".OHEP and prvt sco representatives, likely topcs 4 4.,., 

inlue the comptitienes VI of Honduran export's; incenie ancostai 
~to private investment;4 the cuirrent social 4security system and how Itaffects y< 

-. the priv~at '.sect~or; trade an4d tariff policies (incluidng the nature and impact 
of contraband trade); and labor produc tvityr an~d employment, among other ' 

2,
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Issues. Criteria for trhe selection studies will be outlined, in the*grant
 
ageeen wr hC Pbse nteeprameters. ''
 

'C REE;'wi~ll carr~y out '3-4~studies a year. They will consist ofa clear4 

an cncse statemen of 4the problem) an analysis of the issues and, "where ~"-. 
~approp riate and feaible, policy recomimendations to solve the problem~. To" 
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pqosile, CO1EP4,~ through the"'EPAD," will' establitshspeia working ' groups of,,~ 
nedig (including'4a group of those4who do 4not reglarlybusinessmen 	 select 

patcpt inpiaesco soitos- These, working" groups may be ~~'
 
e a 1sedo erae Ine m"' t , ex porrt -prmoti on e tc'.) or ad hoc -- £$'~44.4.
 

el ihsec fi e' (the soia '4 sd ty crisis). 'The 'studies
 

wil l~ provid 4 th analyt'icl~'suppor t for a'crfll tr red,,sri-4oof 

~ kmeeting 4an4d seminars ias well 'as contribute to policy' dialogue with te
 

government. 


-alst 	 '4' 

'4 44 

The'EPA 	 lglan diisrtv analyses ofimportant,4~4444'odrc 


44 44
~U~dI~jtL~aLV~ eguatios wich affect private setor 
'QJinterests.~ This: activity would not be, l1i it~d .to',new or existinglaws or4 ,,
 

r glainibut4'would also aim4 a t policy iiaie early An theIexecutiv e 
 44 '
 

(
~,~or- legislative ,process. will enableCOHEIP and the private setrto.,~'This 

he voltio
pariciatein ofgovernment policy in aneffective 'and timely 4 
'44"'~~>fashion, assuring consideration of alternative -opritons 'as appropriate:. 

444 44~44 -The EPAD will be led by a senior economuist with broad knowledge of 
. 4:A issues :acquir-ed through professional _experience assisted by44~ 

4~44-


-a 4
4"economic4-policy 
4jui2I5~nior ,researcher.~ 'Additinal assistance~, such ~as lea counsel, >willA~eb 

4'4.444''f
444A'44contracted as requir4 ed. ' oe~~ude'44 vl be" cond4'cted "in-house," most 4 

will be 4 contracted out. to6 local oraiain (inc4ldin OOiEP mebes '.0' "' 

4~'carried ou.t thro6 ighshort-term interna't'onal t'e hical assistance financed by 4 'Y '4 

-4''£444'"~ 44 
7	 

the Project. The senior4econlomis-t will be responsible for secu'ring COHEP 


m4lanagerment, approval of a study4 agen~da 4 and for 4-managing the con~duct of the
 
,44~

4 4'44;44~4'"4'-	 44<'~economic studies.~ 

Policy Disloiue,~ Con'senus-uilding, a-nd Public Educat1&Af'4' 4 

4444-4"4'4'444>~44~.(2) 

expanded ~ffors to establish appropriate linkages and undetk 
4>-444444consensus-butdldinig efforts "on economic matters4 within the private sector an 

4COflEP's 


tweenr the private and puli setr wil derive fro tw ra'"be 

.programs- (1 eminars, ,conferen6es , and publications to44inter-related 

4.4~-4~"4'disseminte4 the 4results of jCOHEP 4 sactions ~arid findings res4 ulting from 4~ 
""-4
economicpolicy' analyses, andi public relation's and education efforts to 


r enhance~ COHEP's - prestige an nraep6lic iid'st- i of the importancei~-.~.444
 
4444 


well-orchestrated lbyn n oiyd~o~' rga ietda h
 
excuiv an legislat~ive arm oftegvene
 

PubicEdcaio
'4) 444inra 44lctia 	 Cofrn6es, 

~ j and 	 with4444'4 '~.444"" "Nblinarics,~44~i 44~4.conferences 4'''~.'4'' 4of444 me44~ ~ A arfll"srutre, 44t 	 ere r~'44~' fns. 4 4 4 4 

44.E 

4afnlpriiainbroad 'nstru"_~''i will'~' be9< In asitn 	 deveop 

4 

ses of como idntt an pups amon buiese,4o 	 ismnt t 

4 4 
F .' 



4m4;44~4 ~ 44 ~ 

h
Bteghnli4pbicscoan4ul
research~~~4 reuls 

Three majo fouswilb tiie: anana
prestige- of4 the orgniaton 

on4 	 speifi thms an ecnoi poiyseiasaseby mao cofeene 

u 	 w444 ghP oj.4444E444c -sss e efforts,4~4 	 an la sm l l e o e a 

economy prps an raiyseifcplcasses the national 


4rsetrh esults~i open and actiivaesllouehwth meberse ortheaecobuid thelicy~ 
anou
cabipret of treprseniates f romlaor orues will bter key annual 

in~f.whichdCOMwil fetr 	 -groupn~sessieons~on 
w nepm 

memers opationand debartane pnol Tresluiont-~s or ssocf-n gaemeber 
-tien. connomrps b 

Trghpanel iicssst!LnfJtp 3'eanulaseml 

4 	 a~ssss' 4 'aThoae 1. aseml Wl1-ocuewan l yssint 
adprecommenda otionson~cnrii~ectffieirs..he te pIa~an 	 evlpeto 

pe'vlpena ond i 
cabnetdren s rae yenta to 'esfrmlabr,wolgeys, andjc rer~~"TeRole~s444Ite K
secportange in 	 f te rivag~'t setor., ofhilethe tonms-,o the 2 

Pivatefetr i evelsuontsnHnrandfWril Ceroupl Aemers~~ica". and 
pfrpons en Pro~mot"ion andj~~4~'

'~~« ~ "dminbistratniveraRefors andPolicie r elutn 
Economisc. Gow the The ca1?essnmbl wi11 bong toe wthe a lehi~riesstd setor~ 

CMEdot 4 wou-~plcd oreganie and i'enle.ctofferne.pri 	 pa on an be respnsible 

thi of 	 wpracillpublic4

countries. ,44Th oprtientr 

andconfreice n a opi 4 o mao nat~ivnal goae 

f -te thcp tudes 	 byh themeThe esuts eon iv scarrie ohil 	 of the 

c444~ opni~on'edfr-s athalfC daa sminrs.a a icpan
frominiteraetivKerSand'Colires Jabce,,are fornestend comouitions 

4 teeat4eos. K 4 4

rosatesetnofiorne 


mei ilb nie o dsusaddbt.,h rg o iCo4discss 

4COtEasitne n 0odoiz 	 IEparticip atd ,4b respoi besecrgrad;inaethceinersnc 	 T4 

Cntal
cn4nua-n~cfc~us
Hodrs44bgvenet 	 P0 esbe
for pro 	 cons nsu th prinipa eco4' omic

44444'a.4 

siiland mpreaS the aiy of-~4~ ~~44 
- 4~- 4-AweThroanusinte Projet, :Osw illpeasoexpn 

to444'44 dio gu rsshis w3il~pritl cbonth pubf a; 4 ~ ~it pulcain
44 4facilitveaturte n
mcontly es oernara udeleatndamnstaie nlse 

4 rtnigo h 4 oiyeniomp eurd s ofo 4Inrtea co~mnctio to4~4i~4 
4444repo' 
 Instrument~,4iare, in paricuar eseta 

Inomto on44<444 4
44-±4444 

unt the sector These pulcain will4 proid
privat 




COHEP ac'tivities, _meetings and. conferece preen teasctins views on ~
 
and~ efforts' in,behialf of economic policy reforms, aind short articles on 
 " 

enerrise and national deve~lopment., -I dditio~nalli econojnic policy
 
sudies ~carried' out will be, w dely distributed to publijc. s'ector officials and
 

private sect o representatiives,- asl~a .
 

'prvat 


as the 4media 

Alsong w ttese fot COHEP wiVlcarry out unider the Project a public 

education/consciousness raising campai'gn. IThere is little awareness rin
 
lion duras.--e ithe -ithin the pivt sector~ or2 amn thepopul'at ion-at" >
 

1a'lrge--of the' rodle that epnil private4 sectorcan an hudlyi
 
nationalevelopme t sa firstnsi tep indsgigacopeesiepbi 

education rcampaign,~ COHP2will.carry out~ a 'national survey. (through Glupo 

a siia oraiain fpbi opinion to learn. the attitudes pecpions, "~~ > 

lrevel :of knowledge, and conce'rns of-a' cross-section of the' population . 
.<4'~'regardin the" private enterprise system and the Honduran jprivate.-sector. 

~, information,' a caeuldefinied and targeted. multi-media public4Based oniP4this 

~.education campaign will be developed ito modify- attitudes toward and.4 
 .4> 

i'rtan of :private' enterptrise,:and the entrepreneur. oetaltre
 
'
 

"'' audience s include the -business cominIntyi students,, the middle 'class, workers, , . 

the pulIic sctor,,.and politicians. Illustrative4'mechaim tbsr u h
 

''campaign' include: radio and- television spots 161illpage. newspaper 
 ,4 '"4 

jj'>advertisemnents; creation of, aJunior,.Acievement 'Award 'for young ~ 

businesspers4 ons/entrepreneurs;, publications and distribution' of~texts' and 

.
 

. .. 

k materials' on" the ~free 'enterprise system -particual to cholan weekly 4' 'K,>,> 

newspaper column publisna'.under the, name of CO.., ... 4.* 

To4 implement the,4communications /public relations effort, described above, <'~ 
4COHEP will establish a smafll but highly competent Communications4 'Division4k 4~'..4."' 

4 This unit will be4' headeddby 4an exeine comncain peils 

4,~.responsible for planniiing anid superv~ising th public ffairs 'and commnunicat4 ions'l4>44 "'
 

'4v'activities of 4 HP, includin the oraiztion of conferen6ces,seia,
 

''(CD). 


'publicati'ons (special studies anid 4mont~iy newsletter),. public-education
 

4campai. gns,l and medha'relations. Thp' indivi'aual heading~ the CD4 1 -l1
 ''?2
4 havre 

4".'',.'44'consider'able expeiience a.nd' an a2dvarL~ed degree. in the field . Project-financed 4 

4 4technic'alexrts wl 4also be provrided. ~.4 

" 
>4 >4 4' ~ ~ ~ (b4) "';overnaent Relations K ''' ' 4 ~ >'444,..4 44-~~'4' .4 

44' 'Through Project asitne OE will expn its'" d4ialogue/lobbying<,4'4~, .; 

efot4wt h public sector. Withoubt suipplanting traditional Hfonduran 4I2;.'>''4"~, 
private~ sector d'irect contacts 'wi'th the executive branch, special emphasis 4d4 
will be placed on efforts 'to establish an ongoing,' productive dialogue wi tb 4 ' 

'the legislatuire. Te ational Congrtess has signhificantly increased its rl 
In the policy formulation 4'proces, ~a trend that is expected to accelerate. At 

4 
4'4.. j'the present~ time, 'however,i the' C'ongress does not, have the technical capac'ity,. 4

to anoalyze' policy opt ions. efetiey Under the USAD/Honduras-sup$prted~
 
Strengthening of Democratjic Institutins~ Project (522-0296), .as sistance wl
 

to '6apacity, 

estblisheit,of> a techica a f omte system. It is quite likely,' 


be provided to the4Conigress -tegtiithis 1includling the~ 
4 

.howe~'ver, that COHEP, uinder this- Coop Irative Ar~eemen.t,Vill have ,the capacity.
 
to work-with teCongress and to establisha' solid worki' relationship. with"
 
e,Congression 1 cmmittee eoetelter iabeto take advantage of
 

Z the',SD -p oect.~ 
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.,As par t of >the Congress onal rel~ations ef fort, .COEPwillI organize 
ith a bi-parclsan gro~p ofCongressionalstructured meetings 3-4 times ~a yer 


ssues pend ing 	in Congress or the Executive brach whchleaders, todsu. 

a'f~yva~sc6~interes s and flonduas developmenlt. T1,e~purpose of& 

(bsdo<tif~iheer'these meetings, willbe to prTesent~ CO HEP' 
to'nrae prvt investmnt and~job

and analysis on how, boteek 

7-crea Ion 1- mina 

ill create the' position 'of Governmnent AffairTo head this effort,. COH 
o
hscpct 	ilb epnil
-----Liaison Di'rector. 'Tepro cigi 

'1' 	 th ciiie fCU vis-9l-vis excu ielabencrspbndilefrcoordinatin 
Congess ofmontori- ad :egila~iveregulatio'saffecting~amlnstrtiv. 
the rivte~ectr,in thead o tit 	 Ig -ad sperisig.,brief 'analtys es ofi laws 

ec 	 orpi.iqiing,$andoBuperzi 
->-J 

1an d executive -decrees.'. The -Liaison 1trectril 	 th2> 
with EPA1Y and CDI' and providep'VNin:coordinationIA$94j~*congresslional Iluncheon-series, 


staff 'supporc to COHEP repIresentativels' services.on, governmen'tal boards.
 

-"-n-k 

I ~~ (3) Institutional Consolid-atiofl11' 

To carry ,out asgicntyexpanded 
1 role reptresentinlg private sector" --- '-"-a 

il ned to consolida-te Itself -as,. an 
I intrssbfr':h governme nt,"CH 

institution and 'to strengthen the institutional base of its 

member
 
will: carry,:out a number of inera
 -~--or 'nization5s. 1For the former, COHEP 
e tc,'>whIch are articulated i n Sect Ion 

~ ~reformns (regarding 1sta tu tes, by-1 aw, 
*-~~h'
 

~ I.B. Inst"i tutional'Analysis) and fin Ianc.ial via ilty/fund raising programs 

Section ,as well tSection, VI.A..)'. Thoght
(~described 1in the* aforementioned 

iwpl ement'a t ion4 of thes e refor'ms and flnancial"-plans, COHEP,wi 11 -emerge 'as' a-&,-
"~the activt~ uprtd--'-~ 7


US 	 amc'Uan"ato able"'to carry tout 
~ U)by the Project on a sustainable ai. ~ ' 

U~4~1~ 


Rodus priv4ate sector associations are atavr 
'oed AU" prevousl 


providingfwemrsevis
lo eelfinstititional development, 
mem~bers'-as active 

incorporating only a small' perceritage, f,,potential 
-'-'-

For. COHEP t'o 'Play,'an impor~talt '#role iecnmcpolicy'partici pants.: 
its' memberfruation, it will un'dertake a-"campaign- tostrengthen 

COHEP will provIde assistance..to thesei'organizations thog
organizations. 

smnall! ~ -~tfn 


UtUU~UUUU'U~UU-

eestablished 	under the:Project. Criteria for the'-1$X-4 

activities' designed ,to strengthen,,tli'&will 'in'clude:,'~~~'-' allocation "of" funds 
fIn'anciall.y' weaker organizations-''~.''and sriecp iso. 

""'stittti"na imited amnounts 	of essential
 (eg. mebrhp.rvs informationl, tra-ining,"l 

as a whole, 1, '--U-'1~U 	

comoites; esgedtobeefttepU-aesector
civtis 


"'"- and econoic stuies/semlinars on issues directly~ related to COREP's emphasis' 
'> 'Ur i 

UiUU on development iss'ues . J' I'" 	
< U1 

1 

Timplement~these efforts, a tHembership.Affairsl Division will" be ~j- U 

and~other fund-raisingdivsdoato 	 -U,

established Vresponlsible for mebes~ 

hi
 

WJith~W" mebrascatost'tente 
-'"- 'efforts, anid for working 

thei reUach, This Division w'ill be staffed b 
andUUbrode
mebrsi'erie 


who v-illjrecommend to the. 
"" -amembershi'pa 	 promoter (an' organizational specialist) 

Board~' ~ ~ rntfns~ ~ ~ ~ th~ g rials, meetiiig-Uor semiinars,UI ' 

'Barth ses of gatfnsfor traini~nfar,	 
"U 

This' individual will
 
or publications by"ettinad potenitiaI COHEP members., 


areas -of 
also coordinate Project-fuinded, technical assistance efforts' in the' 

D, 6 
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oraiainlisitcoa mrvmn (assistance In the modification of 
si~aLUtes, organizatonal S4~uc~re etc.) and ftnancial/?fund-rasin 

- - and promo te the Honduran piaesctrand tile coniept~ of market? orien-te6d 
growth, ~Promnote ,consensus on nationa ecnoi policy* isue ,ancntibt 

Loa Ipoedbsnescimt ndplcyevromn wtthot becoming' the 

S . COHEP beieves that it has Ln essential task for, Hodrndveo~e
 

>w-- ~ oreove 3 magnitude and challnge of'.
1*> it has adopted the vIew,1that,'gt~ven Lt-1y 
3' its manidate, the tasks to be~ne'tk i thi 'endeavor are the same as,those 

u'-- require~d to win a national campaiLgn an tms lnaccordnly These task~ 

3 3333 include: ~ 3 .34 

a~wel-deinedandintegratedj.-national 'COHEPplatform (h 
importance of private ente'rprise.And market-led growth);,,~'<,.~ ~3' 

- % 7professionaully analyzed, thoroughly debated and persuasve.. stated
 
planks to, tat'platform (the economiL policy,,tssues),
 

a' highly competent COMnc-in unit includin sondrlaty
 

wit h,.media-l(a developed~capacity- toget views across to tile~
 
4-- '~-~---.- ; populace);% 3333 3 .,
 

a3'corps Of, talented 'and comitedS~aff who understand how 3to work. ~4--~ 
with volunteers and with buins leaders;

s.ttulte ~ -~the 3larg~est prossible nubei..~nfrmd 1.and -> 

-
3V3itellientl usd oluinteers at all levels nationwde; ad-3---. $3i333
 

''depen'dable' an&d adecqUate fundi.ng spent for prior it~y I-tems.<3;4 

333 PROJEC OUTPUTS.3
 

333-.l 3n o esgnan333.oec 3an will,~ 
3 ~ improved~ capacity--333 by 3 GV 

reL'a eomporm
imlmet a.t.3- s I ta ;.bi oomi'rwhad 3to/ 

GO-caait oudrak oiyahaysad adlnsr . reors i aea 

of imp to ln 3rcc ,b 3>3nc n :1I,al . .-- ua nMLw l tegh d 3te 

ii ve t en, n t . .rTel -in 4ani i llro o cp c'tyb~ti' O o , f3 32 ' 

33333 undertake4 economiaciyb nraysis pndImpemn polysaicie admnisttiv reform Sondaes 

3 

of imp rta ce thee t o carry. ou 

3...crteiaa33 y. Includin a3. strongerhuman 

33-.3'39'33'3743. tfhese iit benei l i re r p bis;n rtvt t t o ~ 

4t '3' - 3 33 b n ft il 

diety e evn 3 Po et asitn ewa4u ''~ 3 

http:fundi.ng


~2. An Iproved h~uman reso rce base for p~olicy formulation wt 
approximat'ely 10 Hondurans receiVving Ph. D.s Iineconomics;~25' inabtersin 
economics puiblic adminiscraLion and other area, ndi5receiving~short 

3. A strengthened private sector umibrl aoganztoon 
evdenced-b,"subs tan t -al-ly- ncrased-~spo 

Sfrom members; devel~opment of a professional econobmic r~esearch~capabXiiy n 
Ugreater national' recognitiobn of, COHEP's' role a private~sector rereenatv 

4. An Imro d n, tfrp 'te. 
e ttnal ersLandingcOf the need frprv 

'~ biiestmn1_ an 0,un p&hmc~ies in order 1to s timuzlate economic growth,'j 
S including g~etrud n n ihnadotietepriae secor, of the~meaning and role oF private enterprise.~~ 

S 5. A cosrc~eprivtpbi'pol~y dilgefcse nhwt 
5stimulAte nvestmenit, exports. and econonie growth.>'j 

D. POJC INPUTS. ~ s2~~' 
1. Public Sector Component -

The primary 'inputs -Of the public~secLor ~c~ipnenL are technicaivU. 
assistance and training resources. ~A combinati onoE long-term and -shor -t..ejs

~kitechnical,ass stance will be, prvidd jOthr fn ts include' a-limited amun 
of omodtie' ndtechnical supor~t for Project managment 

a. ~Technical Assistance h~ ~ .y~-~i 

-- KUAs described in SectionIV.,B.l ab~ove,, a coniaino ogtr 
tehia-xets wllbe provided to supplement GOH tehia xpriei
the~ fmulation and Implementati'on of ecnmi.policies and adminis trative.>' 

reorm .Bas ed, on the,,ty pe, of ass i~sancer ustd'y.th,,GH t-d ' a~~analys Is~of the1 level, of ef fort ere videste:~~h<GW~ 
- euired to provIeffective assistance in
 

~ these areas, the Project wli .provide.:approxina tely 120 :aid 100, person months,
 
of~I~9long-term,-and shr~temtcnia assac respecftyely. (Annex F
 

Sprovidesn illustraive breakdown of the assistaneby activity.
 

Ti diint ecncleprie therProject will. fund the services of4 
~ a-Project.,Co6rdina tor. He/ she.w1,il be an economifst ith eprienice IntheU\ 

.... iormula'tion of economic Lpolicies7 and' n~the ,management of,,.arge and diverse,-
- 4 - echnteal ass istant teams. ,TheProject Coordinator will<dvise"'the USAID' and

'the "GOH on' techinical~issues Irelated';to the Project drf scopes of wok, and 
- -~"-~~arrangethe procurement of, short term TA, review work performanc~e of th'ese'7Inidiveiduals, and ensure the hihqaiy-O ht wor , T these tasks,i~r

~he/she will be astebya local assian 's) Thry-i person mniiith~s 
< have-'been 4budgeted for eahof, these indtviduals, ~ ~-' 

4- -4~'J.~ ~ bb. Commodities 4"- 4 -A '' 'j~4 ' 

* ' A limited amount of commodities will be reurdune h Project,. 44 

-particularl.y data' process ing- hardwr andsftwar&eneded for policy~ anal'yssj 



and implementation.Te rAeL maagmnt' teami i IIneed so-ebscSfwr
 
to facilitate th efficient ~eecot 04ked aa
.on of actLtvites,. ,5j 

pr 'cssng
equi~pment will be~necessary to- complement
 
partic'Ipat4ng. OH instF tu tons.
 

Te Pro ect kwi'also finance a smal amountof furniture~ and offtce
 
supplies' for 'he offices of the Project- Managemnt teamn ' 1ch wil~l set up
 
0u*IeId -0it ti 1
t a4saO 


c.. GOH Salaries and.Adminis'trative Expenses
 

~ Tlie GOHwill provide for the salaries and other~ admiistrative expenses
 
of trinees~ inreatont the, training compoent
 

~~~':d. Prjc Liaisoni Officers2~P 

Th roject wil finaneSa project liaison officer to support USATD and 

CU rjetiplmnato ftr 'Hesewilwr the
~closely-'with GH 

USAID, te Project Office:inthe,deeo n of scopes of work, Internal 
documentation, preparaL ion fPI0/Ts and other. administrative ar~rangements.
 
H41e/she will also serve~as liaison between the MtssioIn and pa icIp n O
 
intttos Th -oet ilas fti'nanc the services~of- an agricultural 


-

A 

?Policy Adviso6r as described on Section IV.8...2Q,~' 

~~ 2. Private Sector Component 

'Technical assistancis also one4 of theprimariy Ipt fti
 
comiponent The Project~wil also Fund saliaries for nwpotsiothis tob
 

'~established in COIJEP (see Section VIA ) and some ommodittes
 

44' ""~'-~ 4AA4 
4 'Y~a.~ Technical~Assistance A.A>4- ,4 , 

A techi1cal advisorw wiiii work with' iCuwr In c~a rrying 4 out IAtsAlong'-term 

~polcy aail ys is and- expanded 4 pol iey"dialoge_ manda te.~ The adio wil e
 

highl reaspecwte~ad indvidualwichdg ,itogeooi background 1and 'thoroughly 4 

ates ih ndhv nweg ofWthe Ltin American political and soc ial4 '' 

" 

~milieu. The advisor wilas uietewr of short-term,-technical ' 

expertise in the areasof4 econoic poic anlsiorganizational management' 
and financial..conolidat',l pubi ~relations an~d-other4 areas which support 
Project ac iitties. He/she w~ill' be contracted fo 36 month period, at which! 

esabise oprtinltimw-C.OHEP's prog a4shul be 4 and4 

'~~~4~b Stiff4 Support444.-' 4A - -p 

'In eitn 

44COH ), th Prjc iliiac ddtoa~ taff as 'noted below:"
 

- 4 addition to;tie' Executiv~eietr'(an oiinwti 

4 
4- 'i. Senior Economist ,4A ~ , -

Ths Idividual wil be responsible- For 'iitatngand~spervising .all.
 
acnomic studies (conp~r~td&o In-house), AndcO'6rdinating and rovidin
 

asssance to'the wVk,of eran an specil ctmmissio ,n The seno
 
ac~~ grad~at nec' om I sp a ot
ve aIt deAre fe , 


an&fpUb i. ecor.eperien*oa nd be abe to Qomnicate effectvel. He/h
 
w , besaupo rLe- ~bya~ree la8s taL,
 

- 44J 

4-'p 

4 
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ii. Communications Specialist
 

The communi.cation specialist wi ll he respon ;hile for planning and 

supervising the puhlic affairs and communications activities of COEP, including 

the organizatton of conferences and seminars, puil1cations, public education 

campaigns, and media relations. iHe/sihe s;hould be a sen[or public 

with an ad vanced deg ree and considerablea f fairs/commun lea L Ions profess Iona I 


relevant experience, lie/she will be supported hy an as;sistant.
 

Mii. Government. Affairs liaison 

This individual will he respotnSibl, for coordinating the activities of COHEP 

vis-a-vis executive agencies and Congressa, of iobbying for COHEP and private 

sector Interests with the Congress, of monitoring administrative and legislative 

initiating and supervising brief
regulations affecting the private sector, and of 

analyses of laws and executive decrees, Hie/she will also organize a 

congressional luncheon s;eri es, In coordination with the Economic Policy Analysis 

and CommuntI atfion Divisions, and provide staff support to COHP reiresentatives 

affairs director will most likely be a
 on governmental hoards, The government 


lawyer by training, with puhlic and private sector experience.
 

iv. Membership Promoter
 

He/she will be responsihl,, for promoting the creation of new business
 

associations and of working with existl ug associtations to strengthen their
 
recommend to the
membership services and broaden their reach. This promotor will 

Board uses of grant fundas for training, materials, meetings or seminars, or 

COFEP members. He/she will he anpublications by exisating and potential 

In Institnttonal development
organizatianal specialist, possessi.ng experience 


ac ti vittes. 

v. Political Liaison 

the liaison between the COEP membership and COHUP
This person will serve as 


He/she will also serve as COIHEP's spokesperson and main link
technical staff. 

with the media and press.
 

b. Commodities
 

Three computers and related hardware will be purchased, in addition to
 

processing, spreadsheet, project management
necessary software (e.g., word 

be necessary
packages). In addition, a limited number of office purchases will 


such as additional desks, calculators, and copying machines. 

3. Other Inputs
 

Project funds will finance evaluations, financial reviews, as well as
 

miscellaneous activitLies and contingencies.
 

IV. PROJECT MANAGEMENT AND IMPLEMENTATION ARRANGEMENTS
 

A. Project Administration
 

tra initg component will be obligated throughThe Project's puhIc :aecor and 


a bilateral agreement signed with the Ministry of Finance and Public Credit and
 

the Central gank. The private sector component wil 1 he obligated separately
 

through a Cooperative Grant Agreement with COIUP. 



--------
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I Public Sector Policy Analysis :and Impleme'tat*ion Component 

a'. P~roject Manag'ement and Procurement 

Th b sector~ struic tual~ r-niin.and economicanialysis sbcmoeLpuih. 

will ,be administered by andfln tlutional, Co'ntractor', aldhough approximately
 
twenty-five peso motso hr-ermn technical 'assistance and thirty -six
 

~iit f' long-terz technicalepr~s fI waagdidybth
 
Miss ioil~ 'Primarily to provide a bridge~ TA miecanism whil~e the procurement of
 
the institutional contract~or is beiing undertaken.~ To, tap blal expe>rtise,
 

counterpartausi wiltanuilze to~cont ract Honduran firms to provide'
techica
asistncefor 1selectedacivities. 

~The tannsub-opnt wilb aae'drcl by the Mision.~ Th i s~" 
mranaged by -aChief f Pary (Ph.D evel 'economist wLsBub-component~ will be 

lcladmin Lstrative~ assistant t~o carry out day-to-day administrativeK ~ 
~'func tions , The'Chief of.4Par ty j/wo wilt e conractedL for~ a fry-eight month 

~period, willbe responsible for' providn gtechnical assistance 'to tlhe 
>~,Project'~s~r istu in. &sh willalso5 mianage the shoi 6.n 

S consuljtants, bothjlonduran and International, that~will be provitded through~
 
4>
theinsittonal cntac. This .indiLvidual~ wilt be ures ponsible;Forr 4 

inerctng,,it te O~~rjc eresnaie, ,reviewinig the work of4 all< 
wben A.T.~D. and Lheshr-adln-~r~onrcos n ciga lt~ison be4 

~.~;4Wi-nstitutional~ contract or. 

>The2instt tutionl..cocntrac tor w.i be 4 selected Lh rough an A. I D. -d trect~ 4 
c~ontract, with 0011 int~ ea~&pt~ -r nornfal 9A.I 1 <? >Y 

-. 

ect~o ,Lhrough. tiJte ~ 't-'fo'r~~~~-Proparcia - n4.-the''n->~~ i~eqiles "- ti - -- --

Reqestfo Prpoals,;(RFP) procedures. This 'RFP1 willidescrlb ndti h 
nscp ofwr for the Chief of';Paty and a loa diitrtv sitn 

Swi4ll describe illustrative area obf support that will also be rqired* bo6thV%-Y~4 
In the coreo r,(cfor sh~ort-tLerm assistance and l±ong-term~ effLorts. 

will mnake specific requests for thisi'assis tance. ~ implementatinth Mission 
of. the contract will.Inesenete hot-emtchiclassistance component 

4---4-function similarly to a Mis sionv'Indefinite Quantity Contract (-IQC). Although -< 

the >long-term contractors will'work closel 'With G0Wcounteripars "and work' 

, i Lthe the y 'wiIlI ~repor L~ dr6c tl1y to A. T.D. >Support. fo oaunder rgtui da nue , 
to rent,, offteeequipmen , su: plies, and s imitlar, L'osts 'wll1)e;-,>24 ' S>',costs related 


.~provided' directly by-he" issidnthrough ESF local currency~ generation~
-

SProcurement- wi'l'l be carried Out directly1 by A.T' D-. -' -<--4. -- §'--i1i 

-~'-~ >-The training sub-component will. be managed directly by USAID/Honua
 

truhthe Mission's training divisiont, in - conjunction with ,the Bureau 0o--

"-Science and Te hnology's Internatioal Tininlg Division asdecid belowi.
 

-4#A ' '''C 
-b. ~institutional Arrangemenits/ActiviySelection' 

-
P~Irojet ac'ivities~will be selected by' the, GOH an~d 4A.I.D. 4 The GOH widll~ 

.- - estalb sWa three-person, Project Committee (PC) c opoed'of~ e Min~ister of 

Finance 4adPb-l4t Credit, theiiPresident 4of' the Centr~alBank a a h 
n
 tese 4two members, of tihe cifeeuieofcro
invitation ~~~~~~of' 


inlst ~ution mak-ing a specific reque st for assis'tance an'd or .1no ther
 

p4 
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Insti tution chosen by the COIL. These Individuals may delegate this authortLy, 
but delegatlion wil I he I lmlted to lndividuals of senior rank who are actively 

Involvel In the programming and neogrottiLliOns of the ESF program. All reques L 
for assis tLance under the public qpctor component will be made through the PC 

(except for training). An A. . P. official WIll be represented In the 
Comml tt ee to en - e that reqlues;t are fuly in line WI Lb ES F program 

objectLves and to advise the PC on technical/admln stfra. lVe aspec ts of the 
technical ass i stance prog ram. EequesL.S for s:'IsLance will be made From the 
PC to A.I. )., which will 1ive Ftal approval to pecifir: requests and will 
carrt-y otl pror_'lr leit. arrangernents. 

Tiinrg proposals will he made dlrect ly to A.T.I). through the Committee, 

through line ministries or by the private sect or. T[he A.I.D. Project 
(emml t-e will select tra in ing c randidates. AlI training requists will he 
assessed on the fo Illowirig criteria, Inter .ilia: potential of candidate to 
assume ai leadershp roie (a s ,ec sion-maker and!cr analysL in the (CIl or In 

pri vite Sector organ izal oIs); demonstrated :I lytica1 need for Lihe training 
requeS;t-ed; agreemetl btLWeen canriIdate aid sponsor ir g Inst I tot Ion on his/her 

return to tihe organizat [on tl the CompLtI on of tra inlng; and derronstr.- ti on of 
suifflcieni t academrric or other experience to qual fy for the proposed training. 

Once final ,oleit 1O S F r t ining have h -rn made by the IUSAID Projiect 
CommiLttee, the Mi>;sion's Trainin g TDivision will prepare a tP10)/1' for each 

particIpanL. The PI0/P will he foirwarded a the 0ffice of Intern: ttIonal 
Training (S3,T/)IT) in AI)/W which will process It, and, along wi tih ItL 
conitrac tor, he responllble for carrylgi OrtL aill ar-angements Hoch ias 
pl acelrment anid mron i toLing oi SLUdents . Upon rece ipt of a fl rm ca ll forward 
notice from 0!1T, Lravel Atrangem enss i ill he umade, airvival noLice sent, ald 
partiCipants will depart. Snme or!entatlon/rernedial training is expected to 
he requireI by the partLIci panLts, and SOMe qtitl s will reqlire- Engi [shi 
]an uagc refresher training, In which raspi 0 [FT willI dentify the approprlate 

Institlti ion for each participant . If po.cliIle, Fngltsh langruage trainilg will 
he done locnlly. 

The Mis sion will 1,- o prepare a P1O/P for each partLcipant sele..ted ror 

regional tralning it INCAF. I'r I lowing already established proiedures for 
INCAt Lrafning., the ii /1"wll I he 3ent LO USAI!)/Cc ta Rica which will handle 

all pl acPen L arid rrouIIiM. or[Iny of the stidents. 

.B not ed in Sect ion I V. B. 2 ab)ove, to eqa a sense of fratern tyLiiish 

among tralnees, and given tie Fact that tra'nin' is likely to occur at various 
universitIes, te Project wi II provide fund Ing for an InstLI tutional contractor 

to monitor the progress of triInees, provide guidance beyond that provided 
through the SAT int,rnat, lonal train irng mechanism, and bring Logethet trainees 
during summers and Other oppor LuntLIes, Special programs will be developed at 
these Limes, including seminars and workshops on Central Ari.erican ard 

ondurAs-specIfic econiominlc Issues ( ,c,<onorlc affect iog exportec.., lsres 

promotion In Central Americia). It Is expel tori tin m.rIS conLrnactor will be a 
U.S. "olvers i . 

Within ISAII) Iond ras, tihe Office of ornirmic Policy Analystis (EPA) will 

have primary responsibillty for Project implemenattion of the pulic sector 
component and oveal I respons hb I I y for er,;rning pol icy co,rdinatlon wi thin 

kA 
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aestabl Lshed 
- the Project. as a whole. A rjc omLe ilb 
>-

* representatiive of US AID offices partLiipating in Prjc mlm ain 
issues related to the publicLsetr cmponentthe aCo ti~te wil 2be~ aire 

*by the EPA Project Officer.- As- noted in. Section V.> D. d., the Project will 

also finance the~ services of a -Project Liaiso rOffi.cer to a. stEAi 
with the GOH.I Ativities specific to~ ,prjc mlmnainadcodnto 


U~LD2~hn ~ f mlanaged~directly by~those offes with the~ofIces will be 
ofA -i0ftef opolicy coordiiaion o~f EPA.' For' exa mple, while- working out 

~~ Agriculture land Rural~ 1evelopmnt,,,the Agricultural Policy AnalysL/Liai56i-B 

Officer will coordinate with, L1ej EPA Project4Officer on, Lnter~aliai, annual 

operting lans,'.joint1 ayL , ageda analti tudes,over11 aricultural.plc 
of- short _term technlcal assistance.aidteut~i.lization 

2. PrivateSector Policy Analysis and Formulation Componient
 

>a>~KA~a a. Management 4A 

Activities ndrthe private sector cmoetwillbe managed directly~b 

------COHEP.,. Toassist COHEP in implementation, an lnsti'tuionl~cractor wl e~-
the.Mission with' the particptionOuof- ~ selected~which will-be procured by 

-- -- :COHEP. Similar~tlh puli s-t component, 'this'institutionl8 cotaco 

will providethe ervices of.a long-term prujectadioran shor t-term ->~:.- -- >->a 

expertise, Because ICOHEP doesa not have duty-freeaimportpriviles, 1 
arequired dveseas,cmiiodities will be under taken d rectly 

-~ 

-- a-procurement>of 

A.L.D. COUP willecontract the servicels~of a project officer toassist In

-. project: implementation.: COUEP will- be repni l orte'conratingo
 
i'~ A~a-' additional staffmembers reqired under~project activities and for any 1.To a>->as> 

procurement.a
 

a - ab.* Intttin Arrangements 

OE will- establishv--a--'XIn addition t.heProject .Officer rqqindaoe,
aa>-

1 executive cofmmittee to overse project implementation. >Theapu'rposeA of thisa2~I; 4 j--- an 
to act, as a Liaison' betweer the long-term advisor and other~,~JKK~:. committee will be 

COREP Projectstaffand theCOHEP Bor fDrcos1',,aaeet.'OE 

K~~wiinals cotat'o.,oject~m8anager -to oversee~project activities----.. 
,of P'rivate, Sector Progr~ams will.,have, overall~a-Wit, i USAID/Honduras, the Office ;a 

will caLresponsibility, forthi's component. Its assigned rject officer 
o:heCOEthe~ ~ sadnMiion-Proect-Committeeoisu.,rltd

Lihe sunii -Miss uisaCHE and- prr 
component.- Coordination of poliley. Issues between tlepulan prvCa '72iJa

.K2jIV!through this Mission Committee as 
$~~-~A4sect or compon ents will be carried out 

-:7a:7':A>previously note'd.A1I 

Methods of Implemenatiorn and Financing ~-a 
- -a>-IAB. 

olo the traditional apoce
44Paymenlt methods are well defined and 

used ~by 1,D. Fo the pu l sector 'cmpoentall dolr wil l b disbursed h$42 

technical assistance, and other documentation'such
 
----------institutional contracet for 

Fort~i tha-fI s*eccor component, 4A.l.D. will contractAa~a~as e 1private
dircly fordes 
dsursement procedures Is1 I 

>AK I.D. No deviatio fro etablishe A..D 

The followi-ng al niae te~implementation anid financing
-~anticipated.~ 

A method oreach majo type of assitance. I -&' 

A " 
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METHODS OF FINANCIN( 

APP AMOUNT 

METHOD OF OF ASSISTANCFMETHODS OF1. TYPE OF 
PAYMENT (-I000)ITMPlEMENTATIONASSISTANCE 


PriLI C SECTOR 

43,O00
Direct All) Contract Direct Payment
TA-Tnst. Cont. 
Direct AID ContraCt Direct Payment 800 

TA-PSC 

CommodiLteS 
 Direct Purchase Direct Payment lO0
 

Direct AID Contract Direct Payment 3,000

Training 
Eval. at ion Direct AlI) Contr;rct Di rec t PaVmenL 100 

Suhtotal .47,000
 

PRIVATE SECTOR 

Direct AID Contract Di rect Payment 41,408
TA-Inst. Cont. 


655
Direct Payment
Direct AID Contract
TA-PSC 
Sa iries & Adin.Sup. crantee Contract Dirtc t Payment 1,720 

I)irect Payment 980

Grantee/Purchase 

Di rec t Payment 60 
Activities & Fvents 


CommodiLtti e AID/Grantee lPurchaseO 

Rev. Direct AID Contract I roc t Payment 177 
Eval/Flnanctal 

Sutotal 5,NO 

$12,0--

TOTAl, PROJECT 

provided hy tie Inspector General , funds for 
eh coverage is besttieaudi t 

event tile TG 
financial reviews of both components have been budgeted in tile 

at need,,d st;rgS of Project Implementa t ion.
I t; staf f resourcescannot devote 

C. Implementation Plan
 

An Implementat i on plan appears in Annex I1.1 

D. Evaluation
 

he undertaken for each
 two formal evaluations will
Approximately 
be carried oit approximately in year two of the 

The first will
component. 

curs on administrative, project Implementat.ion issues and 

Project and wi II f 
eva I lra t I on , to beThe secondolns on ProJecIt Impact.prel minary orie rvat 

the overall mp;1lpct Onfocus; exc 1u',;IveIv on
;Ix, will morevarrled out i yar 

that more InformalI addiit our, IL is;exp(cted
projoct interventlori. 




- -

stctaig xrcsswill ~be carried Out on a) regul~ar bssto examidne both~

adminis'trtiv adipc-etdissues. Spca teninwl e focused . 

on COHEP';s fund-raising8 ciite n ovell moveent toard 

F . ray Afhendment Considerations 

the procurement o'f goods and sevcs Patcua aten ionilbip aid to 

tie nsittina cntator tamuer bohcmoet.Eual weit wile 
given to.minority 'anddsdtgd firms in the selection of~ th 

~ institutional contractors. 77A 

.~,,V1. PROJECT ANALYSES ~~ '-~--> 

A. Financial >Analysis j < 

~-~ 1. Project Budget 

As-illustrated inTable.3,~ the total Project budget is estimated at $15.4
 
~~~~Wi~~~~~~~ hc ~.~ilcr um~~n% host cou trytdb etW.0 million and the 

(GOH nd ~the private sector) will contribuite $3iC4 m'il Iion. The A.T.D. 
ctribution~is divided as follows: t<he public secto copnn wil-cosi

i--~ of a 17.0. million' grant financedthrough IESF resources,,while the private 
sector-comiponent will consistlof 'a 45.0 m1i~n Developuent Assistance grant.L 
(of 'which t4 million and $1 mition'will be funded fromn the Special , --.- ,. 

~ Peve~pmenActivities andAgri ilure and Rural Develiopmnent accounts, T' 

7res pectively).- The GOH wll conribute thie aproximate equiviaent of $2.4 
million whiile the Honduran private setor.yIll' on~tribute approximately, 
0~50,000. :Thes estimates do'not inlud t'in IdcoIntributionis :for, the 0011 
(except':salaries ~for~GOB, trainees) or volunteer, hours, for, the private sec tor~~ 
cLomponent. :Nor. does' it,.include contributons toward, the establishment of~a 
endowment fund §for COHEP (see diseAision belo'w)' Estimated GOH/Private Sector~ >~ 

contributions- approximate~ 25% of totl Project cos'ts. However, even -the, most 
conservative estimates of in-kind, Voluntfeer, or endowment contributions 
places. the' host' country cou~interpart~signi fican-tly above the '25% level. Annex" 

~~/' ~ I presents a breakdown of by year. <-- --- m- disbursement 

As can be observ,'d from Table 3, tecnical 'assistance 'and training '~-44 

:~7'~comprise. the maj'or budget items in thej public sector component. Teh~a 
Sassistance-,a 'be etmted at t15,00 -and t2,00 per' pers~on monhlhfor '-
piong-ter~n,hr-tertehiaassanrspcvly fully loaded 

uinder~ an insti.Itutionall,'cofitrac t. -Tri inng costs have been, based on' the.,' 
---. 

'Miss ion'a cons ,iderable exerencei todate. Costs~ es tima tea inc.lude' 26 OC.00 ~
'>' peri annum~for Ph.D. trafiig(X4$years)and t24,0000per a'nnumn for iM A. 

N-These~traininig (X.2 years). costs include allowances.for Engihanuead 
re'medial training.' Deta'iled calculations -For ePoetaepeetdi 
Annexes IL.d and IIK for the prvt scot'e projc ecto com'poentsi -----

~ ~respectivel'y. ~ I,-fr~Ie~p~1 e'~~au~et 

as ~ 
private sector aompotne.Ti Includes not only the lng-termn tecnicl4,~ 
advisor highlighte~d inTable 3, but 'so'h6rte ecna sitne 
inicludedudrtecmoetsaliiS in h'Table. Including Project 

S Technical assstnc compiIses~ thle 'major budget item under the-N~~ 

'~

http:aompotne.Ti


manageentapro~i~~elyO32.0illionaaeet apolalrt wt Li'be ex~pended o ehiaS~- y' 2ae fo r ,CO 

'constLit.ute an important buge llcain. Approximiately 11' milin',r
budete fo saayepne The Projetwill Fiance tec~hnical assistane-~~ 

''and- ---- salaries EQor new~professional wil onlstaff. COHWP contibutin wi over ~ oprtng expenses an amiitrtiesupport.CHPwilas 
finance~an '
 ~ '~increasing jpercent~ige of~onferences, publicationsand other planned event-s 
-~~ 'sduri1ng- he, life ,of theprject. A mn -of he components"'csts'wUbaa...J 

,expenses, ii 5. Inflation-fa- tor hais been-bdgtesiaes ne
11.6 c~ontains a detafled breakdown of estimates used~to'tarrive at projec.ted~::,'~costs,~ including 'year rby year estimatLes of,expens es, anjd. breakdowns by project
actvi~esas well as :genera].t'nding--categories., ConIingency costs have' been

-- -Included in' individual lineiem. -'-' 

ESTI1ATED PROJECT 

iiii::ii!i~~l;AI.
:;T.D; ...- TSECTO
- -' - iLC-- '"'(US 0O) ' ~:' G-OHI: PRIVATE T TAL-' L
 

-- -- 'C.' Trainingj;1D. Saare aA. Adm. Exp. '< ! II!:: !:",'000'- --........ 00 RIATEoov0TA O
-, '1-


A.:. Technical Advisor 
 <-'7-.-4 1 0-7''i 

55,i 

'I'
PBLCSCTOTAICNL 
 sI AN 900 100 
 - ,5, 

11 . PRtVThPEMETORITTTI ' ONA AND 
;!'< IC 'PONA Y IS,ST-,R...THEN, ' I U ' ','i~i~ii;iii, 
 N -7 '"
 

< +
 
i!i : hi i;liiii: - :1'i 7' 'I',ii i !:~~:: 
 7' '7 

i- '1 B.iiiili!i 2 comit nais 10' Policyenand 
IL ,;,.-1+1"----------->. 7- .-N:> '': 7 ~ -. - ti~ngth>4~- n~n 8 5 14 ~--'.,'ii

-' - -  - -

'-.;')Bui1.ding 
------------- 'Dialogu,

& Public'- Edtica;ion; - - 600 - 1,CPolicy 
-- 21,00 -

950i45, 
--

-SUBTTAL Consensu6; "'!i "- . ,790Ol ,30 - i---23< . '7i: 
'- '7,";'/'75O- - - -t'I 

'7' -'S ' 7;1'!4; renthenangmn 435' 100,,'7 iI:1--;17 ; 1 8 4 ,52~10,34i=i,1 80
 

Bui~ldiaison OffliceEducation 250 75 - 184 1 5''3L.'D.IEvalutions Coeb iti 600 80 - 751 83

H. Adit q- 'i'-Supr 5- ' 21 '. 16 3'71'0 
F.. Pr j c Ma ag 
 m nt10--


16
 

- ,.:2 i2 !ili D. iIntL i)ioll ,--E!- ., 60O"-,.;K'i!ii util iIliiConso!;~l";.iaion. -'i! 808,' i .......-.37 I"-'7"'--
,,---... 1,8 
EAA '-S 7 ~ ;210'7 *~7I <  - - - '--161 3~---7-4" F i'< -- ,

-'7'roj~ci~ 4ana ement '! - - ' '- '76 ' ' 2"1],: 6, 

Eva l'~ia~h on~and~~ Fianil i1 4 
Rviws10 '2 7;'72tI2 

~ ~-'- #~ '7 ]b&~E~"~Kdowiu nt Tr~t Fu d 'a Q"i-llO )--,(1-,0)'' 7~,00 
-7 rto 

''' w b~ Poliad u~nderc separate Meoanu of Unesadn "ihC 



''2. JAbility.of CHEP to Sustain the Program'~ 

Aniprat iaca issue considered in Project desigahlas.been the 
>'ability of COHEF' to support the program at, the exiaino ie rn'.:,. 

Sthe fnnilvaiiyof, C0HEP to co~ntitnue a program of the type- en{ds I onied ' 

inteasneo cotne udn yA. 1.11)., COHRP st current financia.J,"''. 
.. resources are '~_ ._ --1 86--:97 _6-HP sa a totalFTEcom e'o stoveT 

~~~%% 1100;0 expenses.~of pxat~nely 3I85,000. The s'ources of \income,Qand' major 
veem~esi dus(75,%) and 7 donatons (10%).' The largestcategory' of 
~~epniue wa~s salary (40%), followed by offtce r~ent and' supplies:( 25%)."t<"w"" 

V'4 It is estimated that,,to conttnue the program proposed by the, Project,,
 
n*fo t including external technical assistance,4 project management' and other "
 

A.T.D. Project-specificcosts,'CI1EP's operating budget will, be approximiately 'n 
A60d0 per annum Iby the eInd of the Proj .ectI. Table..........rojected Incomie 4 <f 

an expenses in 1993, the planned grant ex~pration date. 

4TABLE 4 
ILLUSTRATIVE 1993 BUDGET -COHEP ........... <. 

INCOME 	 I444 

Membership Dues 425,0004~4
 
Services 40,000
 
Conference Fees ,'" 35,000. ....
 

. .	 Donations 40,000 " 

Capital Endowment Fund (interest'income) . 240,000 . 

.'.TOTAL 
 INCOME 	 ~0,0
 

EXPENSES
 

Salaries . 452,000
 
Office Space 7300
 

4444Publica 	 ,40,000.
tions 

~ Meetings and. Conferences 
'18',00044.'


~'4.444.~.~Public Relations .	 '4. 44,0004 . 4 4 4 

4000
Membership Support 


Continency 	 80060 ~ 4 

~4'j444 4.605,000 	 ' ~ '4~TOTAL EXPENSES 

4.For
'444"4 COI{EP-to match, income44with.1 projected expenditures in 1993 It will 

4"..4 require a si~gnificant Income generation44initiative which willsee4income """'"AVI f .4A' 

Increase 500% f~o'm'thee.current level of' approxJ~mately 10M,000.i>I41wll4 44' 

requir ogitiveIconf'irnation of various ke'y assumptions which are besBt'
4 	 4 

d'u~"ciscussed in the cotx f eiwn specific incomne line it'em in44de In 
Table4 	 4~ 44. 	 " 



Th woi major, sources ofIncomue ~ProjectLed for 993 arevomembershipdue 
a4wadteptlfund (noet)Interest. due ar exetdtfunderhi 
inc1rease to approximlately $2501000 per annuin fro th urn ee of 4 

appoxiately A48% increase pr an[ILIM. 
unerak, i oe a fudriigdnto 

$75,00,his eprsent a 	 COHJEPJ i'lt 
einin ea fthep Project, mnajor 


campaign -t increse memb~ership income and 'capLtal1,e tle~I fu
 
wil t 

Ustn-Joa geeraed program (private sectr ' 

~'Project-finianced technica aseieraned asiti mlmnain
 
urrncyresorce romtile ESF 

component) SAID/H1 will agree,' thr~ough 11Memorandum of Unesadg MUt 
c-C0 -c -on -a-pa r~i--pa su-ba s is-( o -'so oth er -EP 	 tr-but-1ons 

agreed pon in the ,MOU).1up to a speci fic amounit of approximately'$1O,00,000n~ 
local currency. eq~iValent. (1) 	 . will mak ud., Ioeher, not ths 
avaiable iinLil the 'end of the Proec,(n then~onlyo+n a matching basis as~ 
prvoul agreed' ~to wtith6 COHEP)at~ tich time they, ,will, be Cobnd it 

>'> 	 COHEP's capitalJ f und to form an endowment .of, aprxmaey $Z. 0 illion&in;
 
local currency equivalent.,, Cener ating approximately 12% per~anum, the fund
 

~will provide COHP wt an oeai income considerably above present ~7 j7 
~level~s. lncluding 1interest -income, i1t Is-expected that,COREP will ,have to~ 
fraise $500-750,000.1 n the~five-year. Project pertodto~meet-its matching 

cnrbution. 

These projections--a 28% perlannum increase'Ide an asiniicn 

l1evel ofcontributions 'for the capital endow~ment: program are recognized as~~ 

2optimnistic. Yet CO[JEP,' and the'consultants whitch reviet~ed budget and income,~ 
~plans, feel that they are attainable for several reasons. T~he private~ sector 
~is eager for,,OE-t~ r ou adynamnic aggressive progralas envisined~ by~IA: 
"the Project.' Thereis'also ast~og consensus that the private-sector wll <1 
support' this program--if COEPcan demonstra te~that"A& isscapable of,~ 
implemenin~g~Lmhe-progra.Whiile the legiimc f- COHEP is n'ot questioned by ,, 

the'private sectorat~ 1arge, Uits ability to evolve ,from a relatively 'wak 
a truly effectiveprvaesct. jrepresentative 

concern to m'any businesspersons intervyieuied. >Consequently, :the, key asumto 
of tiefn~asn~taeyi that the activities to be carried out by thieWW~, 

orgn~iatow~o fat'o 	 is of~
 

asoito ebest iac COHEP's core activittes and that it will" ~ 
:attract a l1arger and' stron~ger' membership base. More importantly, "if' COREP can1 
aciv It ojeties' it Is als~o assumed thatiit 'wll',beable~to attract7 
JI,,nanciali7sipport from 'wealthy Honduran entreprenieurs wh*o support' i ts~V. 
'philosophy and goals,' but prefer to remain outside of .the formal,,structure of 
priv.ate business organ.LznIttons. Several such1 individuals have stated3L
 
:priv ately: that Ithey . i ld' seriously consider such a possibility, as~hv
 

~~ '>several large,,,Honduran and,multinational -enterprises,'4
 

, "'IL is',in fact, somewhaL surprising tLhat. COHEP, given, its recognize(].',4,4" 

4 eikriss,-.has been ableto att act contributions of approximnately IO 99>pr K 
yer Horeover':this has been accomplishe'&with a passive'income strategy. 

~~~CM do1es not.'collect 4dues from
4
1many of':its m mbrs, wiile others have,"'"' 

',


'41n'formial arrangements by which payments are mnade based'4on their H"abtti4 y 'to" 
_ pay"~ rather than through established duies. Gie CO-E' reatv succes in4 

4i


(1) recognizes 	 this Project 4 Component, ESF locl~ti'A.1,D. that at,,the end of 

'curirency generations5 a no eaviale-o available ihn limited amounts.{
 

As a re'sult, A.,p.D."will review on a year4 by' year basis4'the status ofESF
 
~r''local"'currencies to determine if th~e~mt~b' ~~'~n~n~ L~b
in 
144basis' subject to 'COHEP's raising of funds rather than providLe a lump sum at 

thle Projec~t 'erd. 4 

4 



4 - ~ 4 ,~p -f 0

generatin income und~e ise circumstaces, teei omfrotms
 
regarding its ability to increase Income from e isn roo w members
 

Anther sourc-e of icome Iscon~ferenceefees . The Project wt] I inant-e 
S0 t of te'costs relae to conferenc.es an se~aq Li ex,(eLeId 

4however that 'fees and contVLbu tons will1 Jlnanwe RfnIcesingl Iitrger 
percen tage of co's s for these actitvities after year one.4 This is aireasonable 
assum p_, QnhiLc _bsould Jbe-aLtaInable .COHEP also estimates th'a It wi llbe 

--	 stomme
a e to generate~apobi iy$9OO 

organizaEtans (1t presently generates approximately, 10,000 from services).
 

The-preparat,ot(of industry-spectfic feasibility st~udies and other analyses
 
will contribuite to this effortr. ~ ~ ;
 

Whi1 4e C0HE1P is optimistic bout its ability to generates sufficient ~--~>~' 

revenues toa suistain the proposed program, neither the Mission nor COHRP Is~ 
4; ~ 

-'~rnaive about the difficulties inpvolved-in meeting1 this objective. Our 

with otherUSAID-assisted private sectorl-organizations indicates- jA---"
 

1ia~'v 

'~---~experine 


::i that selfsuficienicy.,is an illusive Tobjective for,'which conistraints ----
>r- often .been uIderestimated., COE however, couldppossibly be in a beLLer~
 

Position than other private sector orgaizations. Tt ~is an excisting 4---

S Iistitution~whose leiimc is&~ed- stashe'd. Its primary source of4i'-<
 

cv1eS o	 a nar row ta'rget gopo nn g n-rl sale ofr 	 ort' aneaipealtr--- Thfun'd Irs 
'j;: 	 pr .ma1Ztiy~altruistic interests. It w'±1 be soltc'iting revenlues from a broad
 

Larget audec'teHnua 44-iesco n multinationials that have-
in H~onduras) which 9has the Income capacity to generate Lti'e required-

imac that CO0UP~Wi-
AInvested 

--- re~4venue and whic 'understands the ecnoi an "plta 	 can ~ 
r bear. Nonetheless, it isclear that C0HEP's objective ofr raising the required-W 

rxevenue to maintain a '~L-saeprogram, dffcult undertakingwile aULLLCq 	 which 
-

anciy be fu~rther complicated by a dow turn Ineconomic condi~ions in theA4 - 4~'I' 

con r 	 mongo te 'factors.A ~ '~~ -r -~~-- ;;j494~ ;'-9 

j~~In analyzing Lhe difcut oftetsaedrgrdn eFsfiin 
the Missin. One Involved scaling4',~~;4

'4 ~ 	 -options were reviewed by COHEP rand-several 

- %'back-the'-programi to an en-fpoetoeaiglvlthat 4mighit' bemr
 
achievable However, this option would compromise tlhe opportnitya tat
 

-odrsa
cQ~urrent-ly exis"ts to geert sinfcn oiyrfrsi 

j~-- result. o'f th~e prvt~eto''r n asetvns npooig private~--~ -' 

S enterprise and in stblihig amoe mrkt-oietedecnom. t-wul 
weaken the ov'erall 'project objective of, establi~shing, greater~effective~~' 

- 'further 

demand for imnportant~policy and administrativereform4-measures that are' ' 
4-"associate4d With the ESF prqgram. Another optinconsidredrwas; the -r17~ 

establ1ishment ofa substat~'iv~e edwetwt, .fnniga h 
- beginning of the' Prjc toesr-'tanblt f lne O 

operat ~n .' Yet if C01EPbecomies a truly ef fective int.Itution, the business 
community 4 'should bea th iaca ep6'~~iyo:O oeain n o 

A'.";D Hence, 'it has been 4 dcided ov wM o 0l mnatch~ing' "

4-,U basi's at th ADo naya-y-erbsssbet the availabi.lityof" 

PI ES)! local currency generations (see footnote previous%'page).;Fially,~ anoher~"
 

a qg ccanL privt sector contribution4 4 ~,
optonconidredwa t reequest 
uprn" twasenea agtreed~however-' ta (as noted ab~ove) '~'-~ 

4 ; 


4 

significnt privat scor fianing I unikly-athis imeil ith abec
 

o'~fgi tunaround by COHE1P. r:'-4a deontrbeistittina 


A a result pf thiese consi'derations, te'Project- strtg with respect to 	 J 
-s 


th 'financial viabiity ofCTE perations Ls o "pro ide-seu d capi' 4 t he 

A.D grnt to turn CQHE nt an effeciv instituti.on that the private 

'4 

http:instituti.on
http:conferenc.es
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~sector wi~ll be eae o suppor~t financially. -A. 1 D. will £rf the contribute 
~to this effort th~rough thecapital~ endtowment mnatching contribution obf up t

$1 .0 mil lin equivalent. During this t ime, COE -wilhve to "el t 
programs~to at tract the needed ncome.~ A five year time frame~ ap-,earsto 1)e 

A~A~ reasonable for this objective.- Tf OH17P has no t ma nagedA'o sellI ts~ programs~
to the 'private-sector~ during this time frame, it will have~ to scale back Hits 
~to be uwrranted at that time. Hoee, vnasmn a 'orse case s'cenrio.. 

~where C0HEP ..falls short~ of its fudraisingojctv thaPoec ilb 
~~~ sc'cesful if, in conjunction with~the ESF program,,significanit policy9 reforms 

'~ >.4..44 are under taken' d rintg,-this "time perioid. Firthemor4 e,'>the ission is-confident ' 

thtga0 ve f)HEP flssoto srenugasiwllhave~~a~y
21J-.r e ef ficient operattonl'a'd' in all lik lhood adbe ter funded 'one4 than at th e4< 

prsnt4'time. ' 4'' 

~4.4' ... '<' B. Institutional Analyses Summary' . A4 4 

2~~'-4~ .l Public Sector Component 4/ . ~ 4 

44.~ .4..'..During intensive review,instituton.' profil' 444 crre on'~ the~out 4publicweretcarriedooutton f Finai e andpubli~secor ~opon~t's-cor&inistitutions,4. the Ministry of inncend 
,4.4.44c ~.. 4 ~Cyredit.4(IHCP), and .the -Central Bank (BCH).' Summary repor ts .apper 

4.4" 

in 
' Annex.. IL E. .Temtolg'udestabli~shed 4 .separate working 4 teams for teach 

J''nstitutor composed ofrth ree of ficials from the MHCP and the BCH and,;thre '



44mte~mmes
USAID Project4 :,Pofl mphiasistwas on human resource and 
444 4~. 4 technical constraints., :Pehaps more, important than the 4 written, reports wereA 

4 

4.4'/'4".

frnkdiscus<ions&6n these and other' instittionaI concerns''between USAID and~ 
444~4~4 GOH- team-~members. 'rhe Xeport ''nd 'discus§10 fin'digs are summarized as ~j ~444 

'A4~4'.~44'4~~4follows:44 4 4. 

~, ',,Both'4,-... intttoshave been ;relattvely successful at implementing ' 
" 'thefr (considerable) comnponenits meftiigESF' xa to dae.Noe h I 

4 

44'44'~staff i's..,stretched, quite :thin in metn sindtasks adteei 

"considerable concern about the introduction of' new measures' (and a greater 
-~ ~ ~ ~~o kla particUlar1y at the MCP.'4' ' A .,.4,..4'A.4. .' 4

4h41 ., 

4 ~4~444A,444.We,., ofOf4the 'principal factors r-educes abdility of4 these,,.,,, 4.. ... that the 
444 Insti~tutions; to conductserious economic policy analyses Is the relative.. 4. 

scarcity4444 ofpoperly. trained personnel (seScinI.B., 'Triai4i Co 

44'4-44'4...4.44444'4The HCP (and to a lesser exen t4444.e BCH suffer.'4 from 

-4aiatoa/nayta 
 deficiencies.~ For 44example, "only a handfulofMC 
4''' dependencies possess 'organizational and functional which clearlyofuas 

deieterre<spons.ibilities, orgnizationa~Pl~inkages .4 and "operating 4'.454 

.44'4.,)44.44 procedures. Because of" this , operat<ig'procedures 4tend 4to var~y between 4 

offices,' there is a lack of iLnt er-office coofdiain an collaboration' 
insuficien deeato of' authoiy - timnes~ dulcto of ~.4'4an 44 

Morove, s 
7teads to act as an island, and responds only to4/directives radiating from the 

e f orts tere afeeingamong MHCP 4persnnel4' thateahofc 

4 44 4 44'4 -~4'M4" 44 444 ' pe4 4 

4' ,44 ~ 4,~ '4. Al.4444.. .... 4 444.4 4; ~ 44444414' '4 4 4" ~ -4A' 

http:4~444A,444.We
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Onfthe 	most ioften-cite~d prbesby personnel from- these 
iadeuay tie

~range--from the inadequacy or unavailability- of data to carry~out policy,.
J4-anal1yses to Its untclns whe 

insituion i o exstng infrmaio sevics.Complaints ~-

I is availabl	 -t 

Choi unebdg n results in limited reore o nomto 
colcin/rcesrg e tIn ing, _D s~a tiona1_raveL-,-a nd -other 

<support fihnTti6fis_ for perion-661 andtheF policy 4formlto process. I 

Thre-Aa, ow 'degree of personnel', turnover In these~Insti tutions-~?v-For example , 737.%'of the. BCH' s taff 'have -beeniwith the bank for over 5 year~s 4 

whle hvebenemployed by h C~o,1O'years5 or more. ,While datai
rovid~d the 


<4~7;~Y~personnel 

p-hK'~ by MHCP are estimates,,,it. a7pars thatMHCP professional $ 

also have~an equally hiigh lqngevity rates.. Indeed, one, indicatlon a
thaL this is' the case was demonstrated lin thelowtunovr f saf atthJMHCP~fo11owing a new administration~ In41986. 4 4"-<,~<~~<" 

-

IWhile the availability of financing has been a major constraint, 
- both institutions have attempted to. give. priority to training. For example-- -the, BCH currently has 30 trainees'ci(Mincunr ad-2aboad) r.eceiving-some 

form o professional'training. Both appear tohave aeutpoicies
S regarding~career moiiywith respect ,to trainees. 

~-~Most of theseA institutional limitations, within the BCH adthe MEICP -r 
known, to th~eMission., Indeed, the 1iumited human resource base and similariX2{
costant aethe reasons ~for undertaking the 'proposed Project and will4 bew---I-

N, addressed 'through Project interventionsi such as train Ing. In. spite of several1~-j-~ 
- debilitating' features, ,theJIHCP and, the BCH~are, as may -be. expected, the mo~st

cohesive, technically capable, and efficient entities in-,the Honduran '-----


-~ government.' There is a consensus within 'th!' G0HadUADHttthywl 


efetvlabsorb Poettechnical assistance4 training,11and other-'~--

J ilterventions. ,With: respectLto MCH P activities , there: is, an impor tan t
 y~.-- ~ conclusionN from, the ,institutional( rofile.,and -from the iJSAID-,suppor ted 

jA-- Development Administration. Project 
-

that willIbe taken into account* given the ,j~<~-4 lack of 4cordin~tion and cooperation between offices, Projecti technical-N ~J-~r4 
-A4 assistance- must respond -to'the'highs levels of the MHCPN that command 

-- fdecision-mak-ing authority,.- In. addition,"while Project assistance has inot been-
- ~~ ~ focused on specific institutional/ladrinistrati've'streiigthening of these& A<~I
* organizatin prse, consideration--willbe given during 4Project j 

-~ - 1implementation to ,discrete interventions that strengthen the oper tations~of--A"i~- these key institutions.~ 

The Project will be~ also work with other GOH institutions which are much14'>:~ 
weaker than the MHCPJ and the BCH and Wihsufrmany-of the cons train ts- --
asoitd with~- the' p ubiic sector- personnel tur~nover, ,politicizaton, low---A2~$ 	 technical7 capacities. As 4no ted in Section VL. Dbelow, institutional profile


will, be iundertaken: prior to thle initiation of each ac tLvir.to enur 
ta
 
- -- -~444A nstitutional:issues4 and cons traints are addressed anid/or 'fully consider~ed 1.n~j 

SA-the plned <- 24act'---i-4:'i---
-
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?. COOFEP nstitutAional Analysls Summary;v-

COEP>presenty cnsists of 32 mebras ,ain hc r itdIn 
*Annex IX'.H.A Approximnately 23 of tLhese~ associations are active, duspyn 

mebes These associations encompass a iest feooi n uspiess
- ieerest ( 5~6-inm , 	 andcubusiess 

- ~ ~ n ,, ~,,s-y 16 in commerce and services)~ and & -nid 

-Lhe re -is-con91 era-1 e. i-ffe-re-n-ttat fon among membe r s .While somte'ar tr n ' 

(botin em of fiacs mebrhpbase, an&d activities ),others are Amer~e 
-shells . TheIimost powerful members of COHEFP are th Chamibers of Commerce of 

~ ~Industry of iTegucigal.pa and its counterparL inthe,Department of Cortes (San 
~. Pedro Su1la), and the National Associiation~oflndustrialists. As noted ini~ 

Section V.,CHPsfnnilrsucsareimitecWd. 

~ 	 154~ Several independent insLi utLional, anialyses of. COUEP have been prepared in 
-'i-~recent,_years at the.requiest :of, COHEPfanid, more recently,, as par't of- the~ 
----- ilite'sive ~review process:.* T-heir conclusions may be-summarized ~as follows----

SCOHEP is currently an extremely weak organization. ,Yet as -4

-- previously noted,, it is blessed wi th, two impor tant, as sets: r1ecogn itLion by
 
the GOH4 as-representative4-of private sector interests on national economic
 

- -4"i9sules, and (2) a.gnrl-'nen mn h private sector that COHEP should 

-- anF important rolein promotinK- the" interests of private -enterprise an
ZIplay 

-- -'-~--- c-hat COHEP~must-be diametriLally turned'around from existing as4- a mildly

~reactive force' to a skilled, pro-activ mo nz ng change agent.

4COHEP 
 needs to dfne carefully its objectives and overall ,missin
1V~-~>~-~4-- The stated goal, of COHEPis' the defense and promotion of the free enterprise- ~ 

syteinsuring the democratic system and isoi well-being, and the economic 

~devel pment of Honduras. The current au t-izawiestatuteshrize.a wie rray-of
-bjectives' in this 	 been 

conultnt andwel iCOHEP members, that the current 'list of 12 objectivs 
~~~I4 tTo'broad, addilutesCOHEP's~ mandate. -4 - 

o-- support. of goal. It has consistently observed4 by -

COEha veyelaborate an ubroeorganizational structure-.-~- 

F---,WhileCOHEP's 
 organizat4ional structure is probably adequate to4its present---~ 
C- -- - level'of acEivities', A-t might, well prove1 unsuitable to, a larger, financially---->4 

4---~-4---4144-444~~~;stronger ~more pro-active organization. 4 -K-~4 

-o.bHOneofth frs taks 	 i toredefine it objectivesan 
4 -- ?---f"unctions~-	 14 ,to delineate cl'early~ its ~scope of, acttvit'ies' :A 'new policyi~,-- 4

4vJ-~; - sf~tatement is nedid~wih-4 differentiates' the :purpose' and ro'le of COHEP from,-
F 

4-a sottos-a 	 sEismme'':phere------- 44-~ 
1 
~~~~~~~ 44 4- <-444~ li COH -444- 44~4K , > which it Is - 444~444~ 

Pr44e as una4-4-4t- 4ahe xe A,4. I14ad 4~ l.C y in d.4-e4 	 Ann I4~ I-3 T I h l 

analysis-~.C-44-44 of.-4 P out~ Davi -98 in atcarried by Miller. -O 	 ' r
 

(trog th IEC an ineniv revie anlye carie out by Jac Vagh of44% 

Devlopen Asoiae -1 -- Roer an 	 of IT an
and4 Bond 	 e AturD
 

~~:i t e respectively. ~ 4- -- 4/4 	 44~ K 444 

http:iTegucigal.pa


,g; involvemient to cros'scuttig economiUc policy issues ~whic affect all sectors. 
The, new 'tatement should emphasize COIIEP's role as the primary representatiye
of -the private sector on 'national.economic policy issues, :(such as constraints 
to sa v n'gs and',ynestment, foreign' commerce,fiscal and monetar~y pol~icy, and 
Jabor'poutvt) T is' llow COHHP to -establish a FrameworkJor Its 

-actiAis revent -itsposs ble.is use- by embaer ,associat-to is -i7-pusuI 
naro sctoa~tirleret8 nd s uage some memuers. concerns. about unwanred 

I u~o by CHEP 'in setrlpr'lm. COHEP'~s redefined o"mission" will1 
also etiable 12ts ledrhptoietf critical economic policy issues a year~y
o0r so in advance to gud r efetvl reerhadstdeadt 
propose poiyrcmedton ngvrmna actions-which 'miglit'prove ,£ 

organizationcaajble of 
raterta ecting to 

setting' the polc 
goenmn acios 

agna ni'tiating dialogue, ~ A 

o#~4rganizationaland decision-making structure. h urn eiinmkn 
2> s truc ture4s cumbersome, adwill~become more so asCR expnd Its 

act~te;CHPslaesneed- to examine~criticaJly theII thrit-an
~composition of the'Brdof Diretrth osiblefrainoasml 

~ executivecmmittee toassistinthe management of the organization, andte 
cretin f ermanent ar pca omisost address key economic poicy

isue inasstmtcmanner. Oth-er issues that shoudbe reved inclue 
!:7 hJe tenur~e of the P~resident, and the current voting system (weighted~on theYi 
S'basis of member contributions).' 1V $3? 

>~~ 

Z 

'C_ 

Asartof re-implementation activiiest Mision has provided C0E 
with technical expertise to assist it in defiing the institutional isue 

2As noted in Section VII below, definiti~on oprthese insti~tutional issues wil
be a codto prcdn odisbursement unqer this component. One 'possible 

~reformned organizational structure (currently being reviewed by tie CORPv 
Sleadership) 3 appears i~n Annex II.JIA:.3..3 V3T 

~j 

'' 

-. Public Sector - The"Apujblic,,ector 3 coponent 3does not affect present~2 C..,
socio-cultural practices.:j'.Nor wil1 imnplementation of thecmonn ctvte 
introduce in, aynew,,social-cujltura1 practices. 'Therefore, it is the3
judgemnent of th'Poet-Dsg emta hepbi etrcmoeto h 
Project is' socially sound. 

Giv~en previouis G mhsso oil eeomn hog direct public
investment, activities supported undr thiscopntwilsetomx iz 
recent social gains. The Projec't will support the strengthning. of puiblic ~~ 

scor entitieswhich elms lsl w tjih development o~f economic ".. 

policies that~ in tundirectly ben~efi~t the whowle of the Hlondur~an popuilation'.< 
'Whle the 'bulk of th Pr~oject assfistance to this1e pecic component willbe In 
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the form of technical assistance for studies, management and training, the 
impact of these activities, if successful, will be of great importance to the 
average Honduran. The Project will promote a policy environment conducive to 
investment and growth within Honduras that will, In the long-term, establish 
dynamic economic growth, create new employment opportunities and lower the 
cost of living.
 

Private Sector - In reviewing the soct 1iviability of the Project, the 
Project Design Team has attempted to answer a crucial question: is it likely 
that the Honduran private sector is r.oady and willing to assume a more dynamic 
leadership role In promoting market-oriented growth, given Its traditional 
weaknesses? Indeed, the Honduran private sector's role in the poicy analysis 
and subsequent dialoge with the public sector has been hampered by many 
constraints and institutional weaknesses . These include regional and ethnic 
divisions, the -zero-sum" mentality shared by many In the private sector 
regarding economic policy formation, and an ingrained belief that the state 
must protect the private sector at large, and Individial businessmen 
specifically through special "deals" and other incentives. Is there any 
evidence that this mentality Is changing or can change In the near future? 
The answer is yes and appears to be Influenced by several factors. 

Foremost, the experience of Import-substitrtion indurstrialization and the 
role of the state in promoting Investment In the 19703 has left a bitter taste 
among many entrepreneurs not only for direct state Intervention in the economy 
but for the system of hackroom deals and business-public sector collusion 
which characterized those efforts. For example, the technical bankruptcy of 
tie National investment Corporat i cr (CONADI)--holding company for most 
state-owned productive enterprises--and the s bsequent scandal which played to 
front page headlines for weeks in 1986, Indicated to many businessmen the 
danger of the old system. While only a handful of bus inessmen profited fro1 
questionable business practices related to CONADI Investments, the entire 
private sector came under considerable attack for exploiting the Honduran 
people. The political Implications of these and similar events have not been 
lost on most buslnessmen. Moreover, the economic stagnation of the 1980's 
contrast sharply with the boom of the 19 70s -- led by statist policies and the 
old deal system. Indeed, there is a growing recognition that fundamental 
economic changes must be made. 

* Unattached Annex T.C, avallable In USAIi/H project files, provides a 
concise analysis of the Honduran private sector. 
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,naysts~ have also observed a-growing maturity oilthe part of the, private,sec~oarsuit~fthe 	 to democracy earlier in the, decade. e1a return 
poesomu'tual adjustmient and acclomodation--the private pector tot He.government-and tje governmnent to the private setorha ha.
 

diffI.cu tees. In par~ticular,, itbecame apparent many-business leaders tha t,
t~o 

effcti ve economlcmngmn~ witihin 'the -context of growing 16'1smn 

d.-(emocraay)-necessar-i-y-would involve-a-dialogue n inctdrgg n e-xpan ~set 
a'ctors, he 'actua1 reait y of civilian,governancefotrdagown
realizat on among .business elites of: te oists assc 	 ag n thi
 
af'fairs :in the hands of traditional polijticians and nept~mi1'Jtary officers ;7
and he need fo oesseatcaddrc participation~In business-related
 
governmentBdecision-making. 

'lt
As a 	re h prva esctor has Vemerged-~to
~play an~increasingly active, ,role in th country's demnocratic poliical Lie 

KThi~s Is evifdenced in~an expliiVtcice by nmeoussuccessful§'businIess,~~
>leaders, to becom'e openly involved 
t 	

in~ e country's politicthog th~raditlona.lpolitical hdparties -whchmot 	 adprviusy 
o2l-- h c o t-in h d p e i LS Y r j c e . 

n~herimprtnt ndiaton f te roingassertiveness of thej private, 
s5ector in influenicing economic decisions thrug th poiia sytm a be

'the growing Iportance of businmess2 associations 2such as COPP~n th'-&ambe
~of~Commer~ce of Cortes in economic and- political dialogue with: the COH, labor,7J, ~ 

adthe military.~;~y. '2-~'' '2'~:~~ 

Teshift to a oeoe otaiinlexport-oriented ;ecoflomy has also 
gadded grae eih to the need 2to influence ecnmcplcytmtcly 

SAs ,private'sector leaders examine 'InvestmentE decisions and options, it is>~"inrasnl clear 2that~establishing an approria policy framework Is 
'' 

-necesary for these investes nees 	 met adtov obtain #asatis fac tory re turn2 when they 4''~~~'have been27made. 1~4 ,,t -2 ,-~4 

-- #2J2~ -The- emergence of5 4 a growing sectorprivate ineetin systematicaly>~?
inlenigthe ,policy anlssad'ormulJation process was-confirmned ~in&a nv,

-intensive 
 interview campai.gn with Honua bsnessmen (interviews were als
 
4---conducted with labr l~eader~s and other'groups).~These interviews Indicated&a
 

- --- 4growing maturity 
 about the need for the 'state to provide2 the proper working'
 
- environment for investment to--occur. 2The Interviews ugs that 
 this4-4~ 

4- environment shouldhvetw dimiensi1ons:2 22~~ ugs 

* 	 ~ ~ 7 better pubib~c sector efforts' to understand an~d support the busines sTI1i
 
'-environ6ment through legislion~' an Incentivesl conducive 
to4 the~promotion of~
 

ineso cofiene and'--a-
-h2-- -'' 

Ma of these'"'-2y buinsse while ; theisupportin 
 paries rediyidntf
 
t~em'selve as- of
rersettie 
 buins in-
 -2,-,~ses 

http:campai.gn
http:diffI.cu
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-- better and more skillful management of the affairs of the state 
relating t:o f sca I aind monetary pol icy. 

This growing percpitLion on lhe part of the private sector does not mean 

that cultural and social barriers no longer exist with respect to establishing 
greater consensus within the private sector on major economic pol Icy issues. 
Nor does I t mean that t:he trad i tional attitudes affecting market-oriented 
growth are likely to disappear soon. The realitv of the situation Is that 
cultural and social barriers will likely affect the establishment of a more 
effective pnl Icy environment as envisioned by the Project. But they are not 
a limiting factor to achieving Project objectives. Moreover, the Project 
incorporates many elements des i gn ed to overcoimie these const ra int s, These 
Include a public education camp.Ign on the role of private enterprise; overall. 
efforts to est:ablish greater communication and dialogue not only between the 
private and public sectors but within the private sector itself; and the 
preparation of technical studies as a vehicle to discuss issues and achieve 
consensus on economic Issues. 

A final point regarding the social feasibility of the Project Is that 

labor leaders interviewed, as well :as public sec tor officials and 
representatives of the political parties, generally endorsed the Idea of a 

strengthened COHE P. Tlis endorsement was made within the context of 

employment promotion which Is characterized as the leading problem affecting 
Htonduras. In the opinion of labor leaders, if a strengthened COIEP can result 
in additional jobs over the medium-term, so much the better. But in addition 
to these and other concerns, the Interviews with representatives of different 
sectors revealed an acceptan ce of CHITEP's role a; private sector 
representative that w, ] well serve the sectoir In Implementing the program. 

1. Economic Anl 1ys I s 

The Project alms to establish a stable macroeconomic setting which 

includes an efficient alllocatIon of productive resources which will increase 
the returns to exlsting resources, help increase domestic savings, contribute 
to deterIng the flight of capital overseas, and constitute a stimulus for 

attracting direct foreign Investment and the return of Honduran capital 

abroad. An enhancement of the stock of economic expertise ava1lable to 

Hlonduras will help achieve such a macroeconomic setting by strengthening the 

country's capacity to analyze economic events and prospects, eliminate policy 
related constraints that Inhibit or misallocate investment, and design and 

implement better economic policies. 

To ascertain the potentil Impact of Improving the economic policy 

to take Into account that, four years ago, an assessmentsetting it Is useful 
of policy-Induced economic distortions in developing countries showed that, in 

the 1970's, countries with higher government Induced distortions grew more 

slowly. It also showed that serions distortions lead to slower growth of 

exports and a greater liketihood of debt-servicing difficulties. In Honduras' 
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case, a recent assessment indicates that a policy refo:m1 package that involves 

changes In foreign exchange and trade policies has t:he potential of leading, 

throughout the five-year period following the adoption of the reforms, to 

average yearly export and real CDP growth rates more than double those 

achieved without the changes. Moreover, other studies have demonstrated that 

countries that have experienced an effective policy dialogue between the 

public and private sectors have experienced much greater growth than those 

that have not. Indeed, the trans parent "partnership" (i.e., effecrive 

policies not just benefiting cronies of the political leadership) between the 

public and private sector has been identified as perhaps the leading element 

in the rapid growth of South Korea, Taiwan, Malaysia, Indonesia and other 

countries associated with the "Asian miracle." 

While calculations of economy-wide production forgone as a result of 

resource misallocation are very difficult, scarce and subject to wide errors, 

studies of specific developing countries suggest that, If resource 

misallocation were correctod, the rise in CDP would range from no less than 2% 

to considerably over 20%. The wide range of forgone CDP estimates reflects 

the assumptions and methodologies used in different studies and, of course, 

conditions In spectIftc countrie;. 

riven the general acceptance of the Importance of an effective policy 

environment on economic growth, an extensive economic analysis was not 

considered necessary. Nonetheless, to explore whether investing Mission 

resources in this Project meets conventional criteria used In the economic 

evaluation of projects, on, has only to reason as follows. For 1986 Honduran 

CDP is calculatud at approximately L7,237 billion. If one takes the extremely 

conservative est[mate of 2X of production lost in 1986 because of resource 

misallocation, one could estimate that, If all misallocations had been 

corrected, CDP would have been higher by some L,144.7 million. Assume, 
he corrected In the medium-termmoreover, that only 25% of that amount could 

through more appropriate economic policy advice. That would mean an increase 

In GDP of L 36 million. If all project resources, say the equivalent to 

L 24.0 million, were Invested in a single year, and it took five years of 

training, analysis, policy advice and implementation to achieve the L 36 

million rise in (1985 equivalent) GDP, the internal rate of return to the 

project would be at least 20%. Clearly, a very attractive return in spite of 

what amounts to a static and worst case scenario regarding the real Impact of 

improved economic policies.
 

E. Technical Analysis 

The need for sound 	 policy reform measures in Honduras has been amply 

carried out by the GO1, A.1.D., and internationaldemonstrated in studies 
and the IBRD. It is from such analyses that theorganizations such 	 as the IMF 

ESF program goals and objectives and structural reform measures have been 

generated. Fro; this perspective, given the serious deficiencies affecting 
in a flexiblethe policy-making process In the country, the need to respond 

and timely manner to undertake necessary policy studies and administrative 

and requires no further technical justification.reforms is generally accepted 
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Each proposed activity under the Pro ject's public sector component, 

however, will he reviewed for technical alppropriateness, incIlding proper 
identlftcat (n of the precise problems affecting policy reforms, and an 
evaluation of the appropriateness and sustainahility of the proposed Project 
interventions. Analysis of these issues will permit specification of the 
critical analytical, administrative, legislative and regulatory constraints 
affecting policy reforms, and judge the adequacy of the proposed Project 
strategy and Interventions. 

VII. NEGOTIATION STATUS, CONDITIONS, AND COVENANTS
 

A. Negotiation Status
 

The COlt and the Mission have carried out an extensive economic policy
 

dialogue In recent years, prinarily through the ESF program. Through the 
st:ructural reform measures Incorporated in the COl economic program and 

adopted by ESF conditlonality, a clear undersLtnding exists between the GCil 
and A.I.D. on priority measures and on the need for technical assistance to 
assist the COl Implement the program. Discussions have also been carried out 
at various levels (I.e., Mission Director and Ministers, as well as at a 

technical level) regarding the Implementation mechanisms herein described. 
Accordingly, the Mission expects that the publt- sector component will he 
obligated shortly after the Project Is authorized. 

The Mission has also es tablished a productive dialogue with COIIEP 

regarding its plans and projecttons. Discussions have been carried out
 
through a period of several months and have led to a mutual understanding of 

the organizn'ation's requirements and the rvsponsihilities of the parties In the 
course of pro ect Implementation. The COIlEtP Btoard of Directors formally 

approved the COIIEP proposal which includes the principal elements described in 
the private sector component of this PP. Accordingly, we also expect prompt 

obligation of the cooperative agreement with COIIEP shortly after authorization. 

B. Conditions Precedent to Disbursement and Covenants
 

Given the existing level of dialogue between the GOIl and A.I.D. on the
 

ESF program, the public sector component wi I1 include only the standard
 
conditions of legal opinion and representatives, including members of the
 
Coordinating Committee. 

The private sector component will Include, except for technical
 

assistance financed directly by A.I.D.:
 

conditions related to COHEP's internal management systems,
 
particularly accounting and procurement procedures; and
 

-- a detailed first year budget and operational plan. 
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C. Covenants
 

The GOH will covenant to provide fin-.ncial support for public sector 

they return to jobs In their existing institutionstrainees and ensure that 
covenant to:comensurate with their training. COHF.P will 


promulgate a concise revised statement of its objectives, 

focussing on representation of the ,rivate sector, huilding 
strengtheningconsensus on national economic policy Issues, and 

private sector associations;
 

establish a major fund-raising drive with the objective of 

increasing operating income and the establishment of a capital 

endowment program; and 

undertke organiztional reform measures necessary to 

streamline its organizational structure and improve Its 

efficiency.
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Certification Pursuant To Section 611(e) Of The
 
Foreign Assistance Act Of 1961, As Amended
 

1, Carl IH. Leonard, tie acting principal officer of the Agency for 
International l)evelopmer in Honduras, having taken into account among
 
other factors the M;aintenance and utilization of projects in Honduras 
previously financed or assisted by the U'nited States, do hereby certify 
that: ini my jidigement hoindiras has both the financial capability and 
human resources capab ilit v e I fect ive 1y ma inta in and ut il i ze the 
capital assistance pr ,ect: P'licy Anilv ;isiand Impl i -at ion. 

Carl I. Lenard 
Acting Mission Director 

USA I I)/ holdul ras 
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5C(2) - PROJECT CHECKLIST
 

Listed below are statutory criteria applicable The country checklist for FY8
 

to projects. This section is divided into two is included in the Forestry
 

parts. Part A includes criteria applicable to Development Project.
 
all projects. Part B applies to projects funded
 
from specific sources only: B(1) applies to all
 
projects fuwded with Development Assistance;
 
B(2) applies to projects funded from Development
 
Assistance loans; and B(3) applies to projects
 
funded from ESF.
 

CROSS REFERENCES: 	IS COUNTRY CHECKLIST UP TO
 
DATE? HAS STANDARD ITEM
 
CHECKLIST BEEN REVIEWED FOR
 
THIS PROJECT?
 

A. GENERAL CRITERIA FOR PROJECT
 

1. 	FY 1987 Continuing Resolution Sec. 523; A Congressional Notification 
FAA Sec. 634A. Describe how was submitted by A.I.D. on 

authorization and appropriations July27 , 1987. 

committees of Senate and House have 
been or will be rotified concerning 
the project. 

2. 	FAA Sec. 6%1(a)(l)o Priox to obligation 
in excess of $500fl00. will there be rtems 2(a) and 2(b) have been 

(a) 	engineering, .financial or other plans completed.
 
necessary to carry out the assistance,
 
and (b) a reasonably firm estimate of the
 
cost to the U.S. of the assistance?
 

3. 	FAA Sec. 611(a)(2). If legislative No further legislative actions
 
action is required within 7ecipient
 
country, what is basis for reasonable
 
expectation that such action will be
 
completed in time to permit orderly
 
exr-complishment of purpose of the
 
asZsistance? 

4. 	FAA Sec. 611(b); FY1987 Continuing /A
 
Resolution Sec. 501. If project is for
 
water or water-related land resource
 
construction, have benefits and costs
 
been computed to the extent practicable
 
in accordance with the principles,
 
standards, and procedures established
 
pursuant to the Water Resources Planning
 
Act (42 U.S.C. 1962, et seq.)? (See
 
A.I.D. Handbook 3 for guidelines.)
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5. 	 FAA Sec. 611(e). If project is capital N/A
 

assistance (e.g.. construction), and
 
total U.S. assistance for it will exceed
 
$1 million. has MissionDiector
 
certified and Regional Assistant
 
Administrator taken Into consideration
 
the country's capability effectively to
 
maintain a:id utilize the project?
 

6. 	FAA Sec. 2)9. Is projevt smsceptible to
 
execution as part of regional or
 

No
multilateral project? If so, why is 

project not so executed? Information and
 
conclusion whether assistance will
 
encourage regional development prograr,7.
 

7. 	FAA Sec. 601(a). Information and The pro 'ct: will ,ncouiraqe 
conclusions on whether projects will 7(h); will he rifitral eli 
encourage efforts of the country to: 7(a), (c), (e) and (f); and 

(a) 	increase the f.low of international t-ike ltlrP Ctc. prevent 

trade; (b) foster private initiative and
 
competition; (c) encourage development
 
and use of cooperatives, credit unions.
 
and savings and loan associations;
 
(d) 	discourage monopolistic practices;
 
(e) improve technical efficiency of
 
industry, agriculture and commerce; and
 
(f) 	strengthen free labor unions.
 

8. 	FAA Sec. 601(b). Information and A major portion of the technical
 

conclusions on how project will encourage assistane will h)e procured from
 

U.S. private trade and investment abroad IJ.5;. ;oerce. Ahl.(o, the lect 
and en,'ourage private U.S. participation wi.ll rouraq incr'amPed 
in foreign assistance programs- (including privato !;ector invcw;tmcmit (MJ.S. 
use of private trade channels and the and domestic) thiroii policy 
services of U.S. private -enterprise). reform (e'ffort;. 

9. 	 FAA Secs. 612(b) , 636(h). Describe steps Ulondura:i has afireed to provide 
taken to assure that, to ithe maximum counterpart finincinq to the 

extent possible. the country is extent possibl]e. 
contributing local curren :ies to meet the
 
cost of contractual and otlher services.
 
and foreign currencies owied by the U.S.
 
are utilized in lieu of dollars.
 

10. 	FAA Sec. 612(d). Does ttze U.S. own No
 

excess foreign currency of the country
 
and, if so, what arrangements have been
 
made for its release?
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11. 	FY 1987 Continuing Resolution Sec. 521. 

If assistance is for the production of
 
any commodity for export, is the
 
commodity likely to be in surplus on
 
world markets at the time the resulting
 
productive capacity becomes opera :ive,
 
and is such assistance likely to :ause
 
substantial injury to U.S. producers of
 
the same. similar or competing commodity
 

12. 	FY 1987 Continuing Resolution Sec. 558
 
(as interpreted by conference report). 

If assistance is for agricultural
 
development activities (specifically, any

testing or breeding feasibility study,
 
variety improvement or 'mtroduction.
 
consultancy, publication, conference, or
 
training),. are such activities (a)

specifically and principally designed 
to
 
increase agricultural exports by the host
 
country to a country other than the
 
United States. where the export would
 
lead to direct competition in that third
 
country with exports of a similar
 
commodity grown or produced in the United
 
States. and can the activities reasonably

be expected to cause substantial injury
 
to U.S. exporters of a similar
 
agricultural commodity; or (b) in support

of research that is intended primarily to
 
ben.eLiz U.S. producers?
 

13. 	FY 1987 Continuing Resolution Sec. 559.
 
Will the assistance (except for programs
 
in Caribbean Basin Initiative countries
 
under U.S. Tariff Schedule "Section 807.0
 
which allows reduced tariffs on articles
 
assembled abroad from U.S.-made
 
components) be used directly to procure
 
feasibility studies, prefeasibility
 
studies, or project profiles of potential 

investment in, or to assist the
 
evtablishme't of facilities specifically
 
designed fcr, the manufacture for expoLL
 
to 
the United St:,tes or to third country
 
markets in direct competition with U.S.
 
exports, of textiles, apparel, footwear,
 
handbags, flat goods (such as wallets or
 
coin purses worn on the person), work
 
gloves or leather wearing apparel?
 

N/A
 

N/A
 

No
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14. FAA Sec. 118(c). 
comply with the 

Does the assistance 
environmental procedures 

A..D. 1.:nvironnrt:Il 
hav( been followed. 

r,(uhat1iII: 
Tlw Project. 

set forth in A.I.D. Regulation 16? Does roceived a I necative 

the assistance place a high priority on det(!1i flination for Lhe Threshold 

conservation and sustainable management IDeciSiorn. 

of tropical forests? Specifically, does 

the assistance, to the fullest extent 

feasible: (a) stress the importance of 

conserving and sustainably managing 

forest resources; (b) support activities 

which offer employment and income 
alternatives to those who otherwise 

would cause destruction and loss of 

forests, and help countries identify 

and implement alternatives to colonizing 

forested areas; (c) support training 

programs, educational efforts, and the 

establishment or strengthening of 

institutions to improve forest 

management.; (d) help end destructive 
slash-and-burn agriculture by supporting 

stable and productive farming practices; 

(e) help conserve forests which have not 

yet been degraded, by helping to increase 

production on lands already cleared or 

degraded: (f) conserve forested 
watersheds and rehabilitate those which 

have been defoi:ested; (g) support 

training. research, and other actions 

which lead to sustainable and more 

environmentally sound practices for 

timber harvesting, removal, and 

processirg; (IL)support research to 

expand knowledge of tropical forests 

and identify alternatives which will 

prevent forest destruction, loss, or 

degradation: (i) conserve biological 

diversity in forest areas by suppoiting 
efforts to identify. establish, and 

maintain a representative network of 

protected tropical forest ecosystems 
on a worldwide basis, by making the 

establishment of protected areas a 

condition of support for activities 

involving forest clearance or 

degradation, and by helping to identify 

tropical forest ecosystems and species 

in need of protection and establish and 

maintain appropriate protected areas; 

(j) seek to increase the a4areness of 



U.S. government agencies and other donors
 
of the immediate and long-term value of
 
tropical forests; and (k) utilize the
 
resources and abilities of all relevant
 
U.S. government agencies?
 

15. 	FAA Sec. 119(g)(4)-(6). Will the
 
assistance (a) support training and
 
education efforts which improve the
 
capacity of recipient countries to 

prevent loss of biological diversity;
 
(b) be provided under a long-term
 
agreement ir, Thich the recipient country
 
agxees to protect ecosystems or other
 
wildlife habitats; (c) support efforts
 
to identify and survey ecosystems in
 
recipient countries worthy nf
 
protection; or (d) by any direct or
 
indirect means significantly degrade
 
national parks or similar protected areas
 
or introduce exotic plants or animals
 
into such areas?
 

16. 	FAA 121(d). If a Sahel project, has a
 
determination been made that the host
 
government has an adequate sysem for
 
accounting for and controlling receipt 

and expenditure of project funds (either
 
dollars or local currency generated
 
therefrom)?
 

17. FY 1987 Continuing Resolution Sec. 532. 
Is disbursement of the assistance 
conditioned solely on the basis of the 
policies of any multilateral institution?
 

B. FUNDING CRITERIA FOP. PROJECT
 

1. 	D-!velopment Assistance Project Criteria
 

Z. 'AA Secs. 102(b), II, 113, 281(a). 
Describe extent to which activity 

will (a) effectively involve the poor 

in development by extending access to 
economy at local level, increasing 
labor-intensive production and the 
use of appropriate technology, 
dispersing investment from cities 
to small towns and rural areas, and 
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No
 

N/A 

No 

The project will result in 
increased private sector 

participation in conomic 
policy analysis and impiementa
tion. The poor il] he 
encouriqed to actiively 
particilt:, t hi ('xtent 
de.ired; Y,,' prmr)tiri; econolnic 
structural r(for, ,[forts, the 
project. will ; or-t iiondluran 

sel [-hul p aue 
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insuring wide partiripation of the poor
 
in the benefits of development on a
 
sustained basis, using appropriate U.S.
 
institutions; (b) help develop
 
cooperatives, especially by technical
 
assistance, to assist rural and urban
 
poor to help themselves toward better
 
life, and otherwise encourage democratic
 
private and local vjovernmental
 
institutions; (c) support the self-help
 
efforts of developing countries; (d)
 
promote the participation of women in the
 
national economies of developing
 
countries and the inprovement of women's
 
status,, and (e) utilize and encourage
 
regional cooperation by developing
 
countries.
 

b. 	FAA Secs. _1 j 103A,_I04, 105, 106,
 
120-21. Does the project fit the
 
criteria for the source of funds
 
(functional ,-ccount) being used? 


c. 	FAA Sec. 107. lu emphasis placed on use
 
of appropriate technology (relatively
 
smaller, cost-saving, labor-using
 
technologies that are generally most
 
appropriate for the small farms, small 

businesses, and small incomes of the
 
poor)?
 

d. 	FAA Secs. 110, 124(d). Will the
 
recipient country provide at least
 
25 percent of the costs of the program, 

project, or activity with respect to whch
 
the assistance in to be furnished (or is
 
the latter cost-sharing requirement being
 
waived for a "relatively least developed"
 
country)?
 

e. 	FAA Sec. 128(b). If the activity
 
attempts to increase the institutional 

capabilities of private organizations or
 
the government of The rountry, or if it
 
attempts to stimulate -scientific and
 
technological resomrch. has it been
 
designed and will Jt be monitored to
 
ensure that the ultimate beneficiaries
 
are the poor majority?
 

?'IFEX 
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Yes
 

N/A
 

Yes
 

Y
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f. 	FAA Sec. 281(b). Describe extent to
 
which program recognizes the particular The project will include a 
needs, desires, and capacities of the private and public sector 
people of the country: utilizes the trainin componelit that will 
country's intellectual resources to seek to tr-enthem not only 
encourage institutional development: and individll].s' capabilities, 
supports civil education and training in but also create a profes!;Jonal 
skills required for effective cadre wi.hin their respective 
participation in governmental processes private/ipxiblic stcto- institt
essential to self-gDveznment, tions where thsy work. 

g. 	FY 1987 Continuing Resolution Sec. 
540.
 
Are any of the funds to be used for the
 
perf;,rmance of abortions as a method of No
 
family planning or to motivate or coerce
 
ary 2rson to practice abo)rtiont?
 

Are any of the funds to be used to pay

for the performance of involuntary
 
sterilization as a method of family

planning or to coerce or provide any 
 No
 
financial incentive to 
any person to
 
undergo sterilizations?
 

Are 	any of rhe fund._ to be used to pay

for 	any biomedical Zesearch which 
 No
 
relates, 
in whole or in part, to methods
 
of, or the performance of. abortions or
 
involuntary sterilization as a means of
 
family planning?
 

h. 	FY 1 9 87 Continuinq Resolution- Is the
 
assistance being made available to any 
 No
 
organization or program which has been
 
determined to support ar participate in
 
the management of a program of coercive
 
abortion or involuntary sterilization?
 

If assistance is from the population

functional account, are any of 
the funds
 
to 
be made available to voluntary family N/A
 
planning projects which do not offer,

either directly or through referral to or
 
information about access 
to. a broad
 
range of family planning methods and
 
se rvices?
 

i. 	FAA Sec. 6Qe). Will the project

utilize competitive selection procedures Yes
 
for 	the awarding of contracts, except
 
where applicable procurement rules allow
 
otherwise?
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i. FY 1987 Continuinq Resolution. How much Competitive procedures will 
of the funds will be available only for encourage participation of 
activities of economically and socially these groups. 
disadvantaged enterprises, historically 
black colleges and universities, and 
private and voluntary organizations which 
are controlled by individuals who are 
black Americans, Hispanic Americans, or 
Native Americans, or who are economically 
or socially disadvantaged (including 
women)? 

k. FAA Sec. 118(c)(13). If the assistance 
will support a program or project 
significantly affecting tropical forests N/A 

(including projects involving the 
planting of exotic plant species), will 
the program or project (a) be based upon 
careful analysis of the alternatives 
availatle to achieve tha best sustainable 
use of the land, and (b) take full 
account of the environmental impacts of 
the proposed activities u; 'iological 
diversity? 

1. FAA Sec. 118(j)jiJ. Will assistance 
be used for (a) the procurement or use 
of logging equipment, unless an N/A 

environmental assessment indicates that 
all timber harvesting operations involved 
will he conducted in an environmentally 
sound manner and that the proposed 
activity will produce positive economic 
benefits and sustainable forest 
management systems: or (b) actions which 
significantly degrade national parks or 
similar protected areas which contain 
tropical forests, or introduce exotic 
plants or animals into such areas? 

m. FAA Sec. 118(c)(15). Will assistance he 
used for (a) activities which would 
result in the conversion of forest lands N/A 

to the rearing of livestock: (b) the 
construction, upgrading, or maintenance 
of roads (including temporary haul roads 
for logging or other extractive 
induEtries) which pass through 'Lelatively 
undegraded forest lands; (c) the 
colonization of forest lands: or (d) the 
construction of dams or other water 



control-structures which flood relatively
 
undegraded forest lands, unless with
 
respect to each such activity an
 
envirinmental assessment indicates that
 
the activity will contribute
 
significantly and directly to improving

the livelihood of the rural poor ane will
 
be conducted in an environmentally sound
 
manner which supports sustainable
 
development?
 

2. Development Assista~nce Project Criteria
 
-(Loans Onlv
 

a. 	 FAA Sec. 122(b). Information and 

conclusion on capacity of the country to 

repay the loan at a reasonable rate of
 
interest.
 

b. 	FAA See. 620(d). If assistance is for
 
any productive enterprise which will 

compete with U.S. enterprises, is there 

an agreement by the recipient country to
 
prevent export to the U.S. of more than
 
20 percent of the enterprise's annual
 
production during the life of the loan,
 
or has the requirement to enter into such
 
an agreement been waived by the President
 
because of a national security interest?
 

c. FY 1987 Continuing Resoltip . If for 
a
 
loan to a private sector inrstitntion 

funds made available to carry out the 

provisions of FAA Sections 103 
through

106. will loan be provided, to the
 
maximum extent practicable, at or near
 
the prevailing interest rate paid on
 
Treasury obligations of similar maturity
 
at the time of obligating such funds?
 

d. 	 FAA Sec. 122(b). Does the activity 

give reasonable promise of assisting 

long-range plans and programs designed 

to develop economic resources and 

increase productive capacities*, 
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The assistance is in the
 
form of a grant.
 

No assistance will be provided
 
for production purposes.
 

N/A
 

N/A 

The project will enhance the
 
quality of policy analysis and
 
formulation and irnplementation
 

carried out by 1;. public
1.ct-1_d 


sector institutioh and, p-o.thi'
 
vide 	a!;:;i!t:dflCnc ,M i t. 

sector to enable it to seek a 

more coherent 1)o1ic v agenda. 

/\
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.3. Economic Support Fund Project Criteria 

a. FAA Sec. 5 . ill this assistance 
promote economic and political
stability? To te maximum extent 
feasible, is this assistance consistent 
with the policy directions, purposes, and 
programs of Part I of the FAA? 

Yes 

b. FAA Sec. 531(e). Will this assistance be 
used for military or paramilitary 
purposes? 

No 

c. ISDCA of 1985 Sec. 207. Will !!F funds 
be used to finance the construction, 
operation or maintenance of. or the 
supplying of fuel for, a nuclear 
facility? If so, has the President 
certified that such country is a party to 
the Treaty on the Won-Proliferation of 
Nuclear Weapons or the Treaty for the 
Prohibition of Nuclear Weapons in Latin 
America (the "Treaty of Tlateloico"), 
cooperates fully with the IAEA, and 
pursues nonproliferation policies
consistent with those of the United 
States? 

No 

d. FAA Sec. 609. If commodities are to be 
granted so that sale proceeds will accrue 
to the recipient country, have Special
Account (counterpart) arrangements been 
made? 

N/A 

,AV
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5C(3) - STANDARD ITEM CHECKLIST
 

Listed below are the statutory items which
 

normally will be covered routinely in those
 

provisions of an assistance agreement dealing
 
with its implementation, or covered in the
 
agreement by imposing limits on certain uses of
 
funds.
 

These items are arranged under the general
 
headings of (A) Procurement. (B) Construction.
 
and (C) Other Restrictions.
 

A. 	PROCUREMENT
 

1. 	FAA Sec. 602(a). Are there arrangements Yes, normal A.I.D. procedures
 

to permit U.S. small business to will be followed.
 
participate equitably in the furnishing
 
of commodities and seivices-financed?
 

2. 	FAA Sec. 604(a). Will all procurement be
 
from the U.S. except as otherwise Yes
 
determined by the President or under
 
delegation from him?
 

3. 	FAA Sec. 604(d). If the cooperating
 
country discriminates against marine Honduras does not practice such
 

insurance companies authorized to do discrimination.
 

business in the U.S., will commodities be
 
insured in the United States against
 
marine risk with such a company?
 

4. 	FAA Sec. 604(ej ISDCA of 1980 Sec.
 
705(a). If non-U.S. procurement of N/A
 

agricultural commodity or product thereof
 
is to be financed, is there provisi.on
 
against such procurement when the
 
domestic price of such commodity is less
 
than parity? (Exception where commodity
 
financed could not reasonably be procured
 
in U.S.)
 

5. 	FAA Sec. 604(g). Will construction or
 
engineering services be procured from N/A
 

firms of advanced developing countries
 
which are otherwise eligible under Code
 
941 and which have attained a competitive
 
capability in international markets in
 
one of these areas? (Exception for those
 

http:provisi.on
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countries which receive direct economic
 
assistance under the FAA and permit
 
United States firms to compete for
 
construction or engineering services
 
financed from assistance programs of
 
these countries.)
 

6. 	FAA Sec. 603. Is the shipping excluded
 
from compliance with the requirement in
 
section 901(b) of the Merchant Marine Act No
 
of 1936, as amended, that at least
 
50 percent of the gross tonnage of
 
commodities (computed separately for dry
 
bulk carriers, dry cargo liners, and
 
tankers) financed shall be transported on
 
privately owned U.S. flag commercial
 
vessels to the extent such vessels are
 
available at fair and reasonable rates?
 

7. 	FAA Sec. 621(a). If technical assistance
 
is financed, will such assistance be
 
furnished by private enterprise on a
 
contract basis to the fullest extent
 
practicable? will the facilities and
 
resources of other Federal agencies be
 
utilized, when they are particularly
 
suitable, not competitive with private
 
enterprise, and made available without
 
undue interference with domestic programs?
 

8. 	International Air Transportation Fair
 
Competitive Practices Act, 1974. If air Ys
 
transportation of persons or property 16
 
financed on grant basis, will U.S.
 
carriers be used to the extent such
 
service is available?
 

9. 	FY 1987 Continuing Resolution Sec. 504.
 
If the U.S. Government is a party to a Yes
 
contract for procurement, does the
 
contract contain a provision authorizing
 
termination of such contract for the
 
convenience of the United States?
 

10. 	FY 1987 Continuing Resolution Sec. 524.
 
If assistance is for consulting service Yes
 
through procuremeit contract pursuant to
 
5 U.S.C. 3109, are contract expenditures
 
a matter of public record and available
 
for public inspection (unless otherwise
 
provided by law or Executive order)?
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B. CONSTRUCTION 

1. FAA Sec. 601(d). If capital (e , 
construction) project, will U.S. 
engineering and professional services be 
used? 

N/A 

FAA Sec. 611(c). If contracts for 
construction are to be financed, will 
they be let on a competitive basis to 
maximum extent practicable? 

N/A 

FAA Sec. 620(k). If for construction of 
productive enterprise, will aggregate 
value of assistance to be furnished by 
the U.S. not exceed $100 million (except 
for productive enterprises in Egypt that 
were described in'the CP),..or does 
assistance have the express approval of 
Congress? 

N/A 

C. OTHER RESTRICTIONS 

1. FAA Sec. 122(b). If development loan 
repayable in dollars. is interest rate at 
least 2 percent per annum during a grace 
period. which is not to exceed ten years, 
and at least 3 perrent per annum 
thereaftei? 

N/A 

2. FAA Sec. _01(d). .'If fund is estahlshed 
solely by U.S. contributions and 
administered by an international 
organization, does Comptroller General 
have audit Lights? 

N/A 

3. FAA Sec. 620(h). Do arrangements exist 
to insure that United States foreign aid 
is not used in a manner which, contrary 
to the best interests of the United 
States, promotes or assists the foreign 
aid projects or activities of the 
Communist-bloc countries? 

Yes 
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4. Will arrangements preclude 
use of
 
financing:
 

F Sec, 104(f); FY 1987 Continuing
Resolution Secs. 525, 540. (1) To 
pay fox performance of abortions as a method of family planning or to
motivate or coerce persons to
practice abortions; (2) to pay for 
performance of involuntary
sterilization as method of family
planning, or to coerce or provide
financial incentive to any person toundergo sterilization; (3) to pay for 
any biomedical residLch which 
relates, in whole or part, to methods 
or the performance of abortions or
involuntary sterilizations as a means
of family planning; or (4) to lobby
for abortion? 

Yes 

b. FAA Sec. 483. To make reimburse
bursements. in the form of cashpayments, to persons whose illicit 
drug crops are eradicated? 

Yes 

c. FAA Sec. 620(q). To compensate 
owners for expropriated or 
nationalized property, except to 
compensate foreign nationals in
accordance with a land reform programcertified by the President? Yes 

d. FAA Sec. 660. To provide training,
adv-ice. or any financial support for
police, prisons, or other lawenforcement forces. except for 
narcotics programs? 

Yes 

e. FAA Sec- 662. For CIA activities? Yes 

f. FAA Sec. 636(i). For purchase, sale,
long-term lease, exchange or guaranty
of the sale of motor vehicles 
manufac-zured outside U.S., unless a 
waiver ia obtained? 

Yes 

g. FY 1987 Continuing Resolution Sec. 
503. To pay pensions, annuities,
retirement pay, or adjusted service
compensation for military personnel? 

es 
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i. FY 1987 Continuing Resolution Sec. 505.To pay U.N. assessments, arrearages or 
dues? 

Yes 

i. FY 1987 Continuing Re'olution Sec. 506.To carry out provisio:is of FAA section 
209(d) (transfer of FAA funds tomultilateral organizal;ions for lending)? 

Yes 

j. FY 1987 Continuing Resolutior) Sec. 510.
To finance the export of nuclear 
equipment, fuel, or technology? Yes 

k. FY 1987 Continuing Resolution Sec. 511.For the purpose of aiding the efforts ofthe government of such country to repress
the legitimate rights of the population
of such country contrary to the Universal 
Declaration of Human Rights? 

Yes 

1 FY 1986 Continuing Resolution Sec. 516.
To be used for publicity or propaganda 
purposes within U.S. not authorized by
Congress? 

Yes 
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TNITTAL PNVTRONMFNTAI, FXAMTNATTON 

PROJ.(T LOCATTON: 	 Honduras 

PROJFrT TITLE: 	 Policy Analysis and 
Implementation (922-0325) 

FITD INC: 	 , 1 s, 90,000 

LTFE OF PROJeCT: 	 Seven Years: FY 1-17 through rNy 
1994 

1FF PREPARED BY: 	 T,Vnn Shel don, iTSAI/tonduras 
Fnvironmental Officer 

DATE: 	 March 28, 1987
 

FNVTRONMENTAI. ACTION RECOMMENDED: 

Tt Is recommended that a negative determination he made for this 
Project. Since the Project will only provide technical assistance,
 

training and small commodity procurement, in apreement with Fnvironmental
 

Procedures, RegulatiLon 16, Section 7 . (a), no further Fnvironmental 

Examination is r r. ~ 

CONCRUNCEF: 	 _________ 

Carl 11. Leonard 	 Date 

Acting Mission Director
 
1SAID /Honduras 

4v
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ACDION M FOP. THE AS S IS TAN AM 	 (LAC)~0QL0RNDL4 	 ADINiIS TRATOR, 

FROi4. ': LAC/DR, Terrence J. Bro> 

SUBJECT: DelegatiAon of I'Approv Autority~ AJDHntra	 T 

(522-0O325) 	 ' 

Action Requested: UADJ~nua, euss dleaino
 
_______________ USI/ohiiaaP I' jreat ona et
ec ni 3 del4 : of 

;~Vj~i~uho4	 iz-'the Poiy.~iiht~ Institutional' Development 
52 2  
~ Project 03 2 5)' plne oolgto in~FZ 19Z87 

~ ~Back-round:r A project description for the subject project was~.~
included in the Honduras' FY 41987 :ESF PrgrmCoetsPa 

~Are,4 ed4 on. January, 23,f J,9817 I 

'Pie project is,,directed towa.rds solying the difficult problem 	 f 
4
of a liited~n ib: Wfa~utl r i personnel capablb o' ~ 

forml-.iS~&short an~d 1long-term,econojnic '.policies. ~It, wium 
also facilitate use.!of:'xstn eeoeimproved e'ndnwll 

humanreore. rsnl within the C'Government of Honduras~
(GOH),Ja 	variety of disparate poli'cy. units (Pefg, the ;Superi6oA 

t~ t7 	 Council of Economic Planning -- CO1'SUPLANE1 the Central' Bank, 
and the Economic Cabine~), are envd, In pol icy planning and~L~ 
anal ysi's Witjioutt a formal mechanism t corit~e~ 

~t~activities ol.. these entities,~ macro-economnic and sectoral~t 
speci ic~ issues :are addressed~ in a piecemeal fashion with ~2
 

t~litte:-atte'ntion gie to.vrl policy coherence.~
 
Witin he ~i
riatesecorseera oranzations (e.g. ,the+ 


Honduran,~Coinili1for. Private&Eneprse COE and the4 

l.uplcmeittion of economic polies tebenficil to6 their4)
 
~ members. ,Howevernone&of. ths oraiato, hv dequate


<y~ teclhnical, caaiiy staff-i ,o rsucs to propryrsacan,'-,nayz atenai Liyoptisonsobb efe rserc
pdloy 	 %ancb~~ 	 e~~el~~~-~ t~i obYefetively. for 

~,~e, pivate' set witLL the'AGOH, or coordin~ate among th-e';!
 
"diffeent private sectr ~intituions and; organlizationS.~ 
 4 

H'1e'nce ,-the private sector4:'s pariipto in the country's t 
7pol,3*'y~analy$sis adi formiulat'ion process-is4 minimal andt there 

ilitle coordin{at'ion between' thepublic&and 4private sectors
in the~deve~lopm~ent,<of a co~herent, economic~d velomn taey 

Discussion: e'project piiipose' ist to bu~ild acactyj withini 

po ic1es'. -
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fund three integrally related components: 
(1 '
 

The project will 


the establishment of poli2y planning 
capacity within the public
 

(2) the carrying out of discrete 
research
 

and private sectors; 
 effective
questions in a coordinated and 
studies on key policy 
manner; and (3) training and professional development.
 

issues which have
 
Policy analyses will be conducted on 


well as matters which have
importance as
macro-ecoromic 

The studies will be designed


sectoral-specific implications. 

for action on critical
 

to provide decision makers with options 


economic issues.
 

focus on analyses of issues related
 The research studies will 
 well as
 
to the macro-economic problems facing the economy as 


a sector specific focus, inter alia,
questions which have 

foreign investment environment, the
 

public utility pricing, the 


role of the private sector in the investment selection process,
 
Training and
 

interest rate policy, and labor laws. 


professional development activities 
will be directed towards
 

formation of a corps of honduran economists trained at the
 

and capable of understanding and implementing 
the
 

Ph.D. level 

long term policy options chosen by decision-makers.
 short and 


the $5 million level
funded at
The three-year project will be 


a combination of projectized Economic Support Funds 
and
 

with 

resources.
Development Assistance 


Delegation of
 
Authority: - In accordance with Section III, 

the authority to
 
Authority No. 753, USAiD Honduras has 


over the approved

authorize projects not exceeding $20 

million 


life of project. However, the Bureau policy has been to
 

include project descriDtions in annual Action Plans for AID/W
 
in the field. A
 

review prior to authorization of PID approval 

project was not included in the
 

project description for this 


FY 87-88 Action Plan.
Mission's 


6 of Delegation of AUthority No.
 In accordance with Section 

Mission Directors the authority to
 

400, you may redelegate to 

your discretion and in accordance with
 

authorize a project at 


criteria established by the Bureau.
 

the USAID Honduras request

- That you approve
Recommendation: 


approve a PID and authorize the,
to
for delegation of authority 


Policy Planning and Institutional Development 
Project
 

(522-0325)
 

Approva I 

Disapproval 

-Date 
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POLICY ANALYSTS A!,D IMPLEMENTATION 
Logical Framework 

Life of Project Fun'ing 

From FY87 to FY94 
Total T.--S.Fun--ding 312 million 

C.1 

Summary 

Output, 

Enhanced human resource base 

Objectively Verifiable Indicators 

C.2 Output Indicators 

I0 Ph.D.s in economics 

25 MA/MS in economics/public admin. 

Means of Verification 

C.3 (As related to outputs) 

- i7 progress reports 
- Project onito-ing 

Important Assumptions 

C.4 (As related to outputs) 

- Trainee nomination, 
selection and placement 

Analyses of key problems 
affecting the private sector 

15 internatio3nal short-terr 
3-4 studies er year 

training 

Cones of melyses -

proceeds in timely fashion. 

Continued private
participation 

ector 

Anal yse of key problems 

areas affecting the nationaleconooy 

Policy studies in the areas 
of public sector finance,eotcrpttlee utm 

Copies of studies 

-

-

Identification of zev problems 
in a timely manner. 
ontracting of T.A. in tioelv 

. 

Improvements 
operations 

in public sector 

export comperitivenes, customs 
administration, and foreign trade. 

Reduction of expenditures in 
public sector DperatIons, Increased 
productivity In public sector 
ope.atfons. 

Independent annual audits of 
public sector agencies 

presentation of annual 
reports on efficiency of 

-

fashion, good coordination 
between A.I.D., the GO1, and 
contractor team 
Continued tO efforts to 
rationalize public sector 
operations 

public sector. 
Semesterly production of 
financial operation statements 
by decentralized agencies in 
accordance with accounting 

Public dissemination of informa-
tion regarding the need for 

private savings and investment 
for economic growth, the role 
and meaning of private enterprise 

and private sector 'Viewson 

Conferences ind published reports 
from COIEP on economic and fiscal 

policy, pamphlets, newspaper articles 
or radio coverage on the role of
private enternrfse in the economy. 

-

-

standards used by TvIs. 
opies ofrprs 

Attendance at conferences 

COHEP efforts to revitalize its 

organizations and lead public 

growth. 

public policy 

D.I Inputs 

(See Project Budget page 37) 
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FROM: 	 Dani lo Cruz-DePauita, DF -"
 

Kevin Sanderson, DF
 

THROUGH: 	 Lars Kla.K130, -

SUBJECT: 	 Authorization for the Policy Analysis and Implementation
 
Project (522-0325)
 

DATE: 	 August 27, 1987
 

Action Required: Authorization of $12.0 million in grant funds ($7.0
 
million ESF and $5.0 million D.A.) over a seven year period for the
 
Policy Analysis and Implementation Project.
 

Discuss ion: The purpose of the project is to strengthen the Honduran 
capacity to formulate and implement economic policies and administrative 
reforms. 	 Specifically, the Project will positively impact on the
 
Coverment of Honduras' (GOl!) ability to design and implement its
 

macroeconomic program and structural reform measures included in the
 
Economic Support Fund Program. Successful implementation will result in 
an improved capacity by the GOH to undertake policy analysis and 
administrative reforms in areas of crucial importance to the Honduran 
economy:. 	 The Project will also increase the capability of the Honduran
 
private sector to establish an effective policy dialogue with the GOH,
 

and promote more efficient market-oriented policies. Accordingly, the
 
Project will consist of two interrelated components.
 

The first 	is the Public Sector Policy Analysis -id Implementation
 
Component. This component will address the human and technical resource
 
gaps inhibiting effective policy analysis and formulation by financing
 
technical 	expertise to assist policy analysts already working in the 
GOH. It will also include graduate level and short-term training in
 
economics and other related disciplines to strengthen the Government
 

entities supporting policy formulation and implementation.
 

The second component is called Private Sector Policy Analysis, 
Consensus-Bui ldtng and Education. This component will focus on improving 
the capacity of the private sector, through the Honduran Private 
Enterprise Council (COHEP) and other private sector institutions, to 
formulate and lobby for market-oriented policies which stimulate private 
enterprise activities and promote economic growth. Activities under this 
component will be geared to overcoming the principal private sector 
constraints to effective participation in the policy process, inter alia,
 
increasint private sector input in policy formulation, and realizing 

greator private sector coordination. Thi will be accomplished through 
the provision of TA which will work with COIIEP in carrying out its policy 
analysis and expanded policy dialogue mandate.
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The public sector component will vonsist of a $7.0 million bilateral 
grant financed with ESF resources, while the private sector component
 
will consist of a $5.0 million Cooperative Agreement financed with a
 
Development Assistance grant. Thc GOl and the private sector will
 
provide $3.4 million in counterpart resources (See below for discussion
 
on counterpart contribution).
 

Project Paper Review: The Project Paper was reviewed on July 31,' 1987 
and on August 4, 1987. The Mission Director approved the PP in principle
 
subject to changes in a number of areas as discussed below. The key 
issues cente"ed around four areas including the private sector compo'nent,
 
resource levels for several project activities, project manage,ent, and
 

issues related to training.
 

1. Private Sector Component: One of the issues raised during 

the review was the appropriateness of COHEP as the lead institution i:
implementing the private sector component and whether it was indeed the 
primary representative of the private sector in policy-related Issues.
 
The Project Commiittee (PC) pointod out that CO[EP, while not the 
stron ,est of private sector inst It-utions, was the most representative 
and, is such, was already seen by both the private sector and the GOI! as 
the legitimate representative of the private sector. Hence, the PC
 
deternined that COEHP is an appropriate vehicle under this project for 
private sector involvement in policy formulation.
 

A related issue was wether sufficient resources were being reserved to
 

strengthen COHEP's member organizations through the project, and the
 
possibility of encouraging organizations other than business associations
 

to become members of COHEP. On the first point, it was decided that
 
sufficient resources were being assigned for organizational
 

strengthening. Numerous associations affiliated to COHEP are very strong
 
(i.e., CCIC, ANDI). Others would require assistance, but the project
 

envisioned this type of effort. Finally, there was a consensus that
 
neither the project, nor COHEP, should try to salvage organizations which
 

indeed may have little support from members. On the second point, the
 
review committee decided that we should not encourage membership status
 
for corporations because of the danger of COHEP competing with its member
 
organizations, and the possibility of several strong companies dominating
 
the organization. (Corporations could join either COHEP or the various
 
business associations which comprise COHEP's membership, therefore, a
 
risk of conflict between COHEP and its members would exist.)
 

An important issue was raised regarding the possibility that the private
 

sector might use the project to exact special privileges from the
 
government rather than promoting market-oriented policies. The problem
 
of building a private sector consensus on policy issues was also raised.
 
On the special privileges, it wns pointed out that the number of COHEP
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"member;organ zations (32 and their varied interests, a's l as an

-!"'A increased'&cap~pacy e--fQ~
iee dnct-chnicaLcope ene,-provided-checks- 7.. 

and b,_ilances against ,thi's -'danger- Yt-h-asbeenand will be difficult.for
COPto su"p -port the 'special' interest of only, :a fewrebes. On the

A"' consensus. ssue, it~was argued tha~t there~are niumerous bro'ad economic
 
isslues 
 hat ,COHEP will be aible to ana'lyze. While consensus may not be 

posibl isue mportant isestabli'shing an uinderstandingon-al- moe

of hense 4vle iecornoii poiisb Hodun 4
~~; large. The enhnand bateand greater understandin'g of. ~n~c
 
.4 11', be' extrempn 1 :cin Honduiras' future economic groth
*mpo 

The issue was "also raised as to~ whetherCO11EP isi at ieyt 
fnania 


agedht'h.CHC, Id oslatprjcin icse 


acheve se F-sufficiency by teend o h rjc.Itw 
in the' Projec~t>~
Paper are~aptimistic.:. But the consensus un hat the prmy objective ~ 'ofte. ojc st cheeplc eomoer th netsxyas If 

4that~ is accomplished, and'CM beoe oeefcin ntttoa

~~1st expected~ the,,project',ill. 5be~a~success ev~en if COIIEP must eeitsl
 

s--aebakits operations 
 to bring them in line wihgnrte noe 

v'A final related is~que. ,isthe substantive administrative and policys'>~, ~ changes that needed&.to be'made intCOHEP (sc stevtn ue)and 
,
 

Tfiecer thse onditonssrecednt. t ris deided thmat h
sould be' 
~~asatdeia~~l: ~ n~h greeit- as covnans,
hil cotiuing to maintain a productive daou wt OE
onlou 
 issues
 withe 

2 . anagemeit of the Public!Sector Component.~ Issues related 
fto projectS management haves a? number of .facets.i First di'scussed U h 

mngmofthe insittina contrac'tor/TA teamn by. the Mission insteadof th O.The 'PC indicated that,. eve though from political a.ndinstitution-buzilding' consideratiohs I it'mi tb eia~e ohv h 
}manage' the teal,I it '.Us more ap~propriate to have the. teamaagdb
A.I.D. bt emliasizn GO -pr cp o tall levels. During intensive 

review it va felt thatJ given GOH desres to have theproec L.,
implemente~d as part ofthe ESF prgaad ie h fact that thle 5 ESF 

Sprogram is coordinated from 5the Prsdn' fiethis ;u not a J 
~practical l1evel from.which to~manage a-TA team. Moevr ic hr 
aire a n mber of ministri'es Jivolved in the program,' it ,s felt tha'L 
pIlcing the maaeetrsosblt in an 
on~in r mihtcas
 

dinstitcutiona riv~areead mhakeemanagement of the project more
 
dificut.t rdsagred 
 hatthe tea~m wuld be managed 4by the Mission
with close coordination~ with the GOH througjh a Prjc Comte composed

of representativies of, the Central Bnk 4*,inistryof Fi.nance and Public 
Credift aiid ,A.D. -The',Project Committee T1ll approve all contraco 
scopes, of- tozrk and advisors under. the contract and will also ,rk closely
with the -Chief 'of Party' of th~e contractor'team to cooridnate the
 
prov iin of technical: assistanhce.
 

http:needed&.to
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A second issue discussed was whether or not tile proposed committee system
 
might be cumbersome and difficult to manage. It uzas agreed that the 
committee system uas likely to be more problematic than other
 
implemencation mechanisms, but that it u-s necessary because of the need
 
for the Central Bank (BCH) and the Ministry of Finance and Public Credlt
 
to view the policy issues being analyzed from the same perspective. 
Moreover, given direct management of the TA team by A.I.D., it it a
 
useful mechanism to ensure GOH involvement in implementation. It ws 
decided that the Project Agreement should clarify the delegatibn of
 
authority within tile committee and limit this to delegation by the
 
Ministers to Vice-Ministers (or ether appropriate high level officials)

in order to get the highest level political support to the project and 
make the system run smoother.
 

Finally, issues uere raised regarding overall management and policy
 
coordination within the Mission. It .as agreed that while PSP, RD, and 
other technical offices were responsible for day-to-day operation of
 
their sector components, EPA will be responsible for overall policy
 
coordination. The mission project committee will be chaired by PSP, EPA 
or other offices depending on whether the issue deals with the public 
sector component or the private sector component. EPA wiIl coordinate 
all pclicy studies and provide guidance on issues concerning economic 
policy.
 

3. Agricultural Policy Analysis. The major issue here wis whether 
or not the planned level of effort in the agricultural policy area is 
sufficient. It ais decided that adequate resources were budgeted to 
permit analysis of numerous important policy issues. Nonetheless, tnere
 
ns a consensus in the PC that the Mission may wish to go beyond the 
current level of effort in the future. Should this prove to be 'ie case, 
the PP and its budget will be amended accordingly. Wording to this 
effect has been incorporated In the PP. At the suggestion of the Mission 
Director, it us also decided to finance under the project a positi..n for 
an agricultural policy planning advisor. This person could b-' a ' .1 or 
someone from the Joint Career Corps (JCC) outside of the ins r .ional 
contract, and will serve as an advisor to both the GOH and the Mission on 
agricultural policy matters and serve as a Liaison Officer for 
agricultural policy issues.
 

4. Training. The salient issue here us the managemeuL of the 
graduate level trainees. Specifically, what wuld b. the best approach 
to ensure cohesiveness and create a sense of fraternity among trainees as 
uus done, for example, by Arnold Harberger of th- University of Chicago 
wich students from Chile and other ccuntries that became leading economic 
policy makers? It ws felt that the best way to accomplish this was to 
have a single university manage the group (even though the students could 
go to different universities), plan seminars and summer programs, help 
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them with thesis subjects, and sponsor other activities which will create 

a bond between the students. It was made clear, however, that because of 
ceilings on administrative costs and the high cost of university 
management of such programs, the Mis;sion might have to use a regular 

trainee manmgement firm that could not provide the special kind of 

services we are looking for. After a thorough review of alternatives, it 

was decided that oe will use A.I.D.'s existing training programs through 

S&T/TT. This system will be further strengthened by a contract with a
 

university or firm to provide the special services of managing the
 

trainees an a group to create thc cohesiveness and group "mystique" for 

which we are looking. This contractor will provide special summer 

programs, initiate seminars and workshops related to Honduras-specific 

econo::U2 issue:, and provide other types of services. It was also 

decided that L'O. ,cniect should be extended to a seventh year to 

accomnmodate Ph.D. training. 

5. Counterpart Contributions. Subsequent to the PC review, the 

Mission further considered the question of overall counterpart 

contribution which jointly (i.e., public and private sectors) equals 

twenty-two percent rather than twenty-five percent. Given the separation 
of the project into two distinct activities, the Mission decided that, in 

fact, public and private sector contributions should not be counted 

together. With this understanding, the public sector meets its 

twenty-five percent contribution required by A.[.D. policy. However, the 

private sector contribution (i.e., COHEP) is less than this. 

The private sector component will be signed with COHEP using a 

Cooperative Agreement. Handbook 13 does not discuss counterpart 

requirements under such an agreement. However, general Mission policy 

has been to require all recipients to contribute twenty-five percent to 

the total life of project cost with no distinction being made for a Grant 
or a Cooperative Agreement. COHEP has demonstrated a commitmen, to 

participate fully In the project and to commit, as possible, all their 

sources of funding to support the project. Even though COHEP fails short 

of the twenty-five percent requirement, we recognize that it is not 

possible in all cases to get a full counterpart contribution. 

Constraints such as they are within Honduras make it extremely difficult 

for private sector organizations to be able to meet' the counterpart 

requirement -- sources of funds simply do not exist. Given COHEP's 

stated commi t:nent and, an understanding by COHEP that it will raise 

approximately $1 million over the life of the project as a measure of 
self-sufficiency, Mission management concurred with the exception that 

COHEP not he required to meet the twenty-five percent counterpart 

contribut ion. 

Conyressional Notification: The Notification was sent to Congress on 

July 27, 1987 and expired on August 10, 1987. 

(4
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Authority: The USAID/Honduras Director may authorize a project under $20 

753 dated September 1,
million pursuant to Delegation of Authority No. 


that the project does not present any significant policy

1986, provided 


uiivers that may only be approved by
issues, does not require issuance of 

have a life of
Administrator, or does not 


excess of seven years. As the Cooperative Agreement with
 
the Administrator or Assistan1t 


project in 

COHEP exceeds tI00,000, an ad-hoc redelegation of authority 
is 'required 

from AID/Washington to obligate Lhe Cooperative Agreement. In addition,
 
from
 

a waiver of competition for Cooperative Agreements is also required 

the AA/LAC. This delegation of authority .ns received August 2., 1007, 

and a waiver has been requested. 

Obligation of the private sector agreement will be postponed until a
 

favorable reply is received. Per consultations with the RLA, however,
 

the project prior to receipt of the requested wiiver
 
you nay authorize 
from AID/W.
 

That you sign the attached document authorizingRecommendations: 
in grant funds over a seven year period for the Policy


$12,000,000 
Analysis and Implementation Project,
 

Approve:.
 

Disapprove:
 

Date:
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FCONOMIC'RATIONALF FOR FY 1987 ,STRUCTURAL 'REFORM MEASURES 

MEASURE BYifMAJOR CATEGORY '"U;'c EXPLANATION/DISCUSSION C>-"< 

~~A Rainlz ul&Sector Operations. 4C< '""4" 

Introduction of Czero base budgeting >i.At~mpib the GOH to itapemet 
~>.,b"th'CH1ncluding derentrallzed, .'bidgettechnique that may~be1 

A' ~ A ~ 1istituitions.~ prm sin,,~ng from theoerspective 
-,ng of prfia~l pri'' 


if A'-' budget Cgoa1l1i ieuerents.
 

in exeniur ecisions 

2a. Develop'and implement a bugtBudget~contro1systemsdesigned>~
 
- 4->A''nto1sstmin each decentralized 6isure that expendituresi
to 


~"'~<A~'ins - confo'rm tb< the line '
Ain items-and 
- A amounts, reserved in the budget " ' 

*A.. throughou't the year.. In 
~~effect, hforcesA executors'o 

Abuget to m'con ~A 

2b. Submission to the< CentralC Governmient - Provision ~f:Afundarnental
 
{fby-deceiitralized institutions of -financialAAinformation required
 

~i~fnfAAA- 'quartery financial~opertion to ro therosec tI ic
1asses 

"'AAC-~ Astatements in accordance withA larlyAfrm hee
 

generI~a.lly accepteud accounting of taking,-,such~ remedi'al, action1 
ifpractAcAs. as may be required on an f Al~AA4A 

'IA4A,'t'C~'i>1anticipatoryA> A> AA basis. ~Such 
<A '"'A ',AA"A~A'AAA Ainformation wouldincflude,~4AAA~ 


A' ' 4 "A4'A'AAAA inter all, operational income,"
~ AA' 
"'if"'''A ifadequacy tf.he ~A,?'A' f revenue tob 


A'AAA A 'A"A ' " Acover 'operatingAcosts, external
A' A 


- A' 
11~rA'A'I, -rve nues, and cUrrent savi ngs. 

l.A'g ~ 'AAA ~comoPsi'tion of expenitiure-, and 

if.C~~~~ifif~Re <' fiAA ort of;individualA
agenciest

A4~RQ tt IA a1<rm llAbe inA 


A>4'A~ifA~.vfoif A Al m oIa i 1lidia'< C. f co itd
1A't ~ Iifif4~~~'-ifA~~~ifA'AAA..'inAtileAi'"A'4 I ' ' Wi L b of:"' 

AAA'~"AA' ~AA ~AAI i A no~fainania public secor 

AV<A,
 

if~
A~A'' 'A'ifA 
 iA- 4 
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-. De velopinen6t- andssubmIs'ion to- the - - .Deve I pmePn -.qnd.suibm Is sIon..7 
Central Government by decentralized- oof quarterly,report's providing~ 
institutions of quarterly reports ~ informnation on the economic 
on economifc efficincy.eff1iiency with whihpublic4 4 

<Asector~operations are~ 
~ .~~4 ~;peformed, Ie. 4rate of return~ 

~~~ ~ n invested capi talana 
variety of meas~nures .covering~ 
the ral resource cost per~ unit 

iL:~ <U~, ~ ~, of output. eprt woulidA K 
~ 'w';4>K ~ ~ provide the basis for taking 

actin toreduce Inefficient 

4. Idede n anulad'so Facilitate rational, decision-~ 
deetrilized institut.ions.- making 'process through apsuring 

~~ ~ ~4, ~ -~--the, t'im'ely ayailability -ofi~.l.~V-
i,- 2*financial 'and mangeen 

P~k.-~ ... ~auicts. Reduce possibili tiesQ~iY 
~ f or, waste .and abuse of pub] ic;-w 

~ T. .i~-sec~tor f un cs ~th rough public 47, 
ivdissemination:of Inni n 

.. ~ - - ma geent infornmntion. . 

5. Expansion of M'unicipal tax3&'base. , Permit dece ntralIzed
~«4.4decision-making 


both with~->44 - - respect to~the generation of<.~ 
.4.4. ta.1revenue andte 

~..4.-
4 i-~ .4< -~....~ pogramnming of that revenue fort 

.44 ~iq,.,-~ public servic~s that are 
44 ------.- ' 4..4- desire~d I ocnI 1y.,44- .~:.4. 

6.-rnfrt h rvt otro Place-ejnterprises tinder--
qtt patcpto inatvte more 'eff4I cIent manamn t7 2- '-4. 

.that cani be run by the private -e--xpanded.,44.-cotiutngt 

S~ 2'~-.4-4 .., .444 ~~ producin7 and~increase ,~ 

on..... ... ... ... ... ... 1Iiitcd fiscalV > 
444, .. j4~ 4.4,4.24~4~ . 4 rns urces req i e o k e 

4.I .4 e tfIfi J (!n t firms 1 1 o.p
.4..-.44~4-. ~ '.44. .I~~ - 4.4..4.'~.< 

r. .t 1 on. .4 
44N 4.4 $~.-4..44.4. 

S~,A.'~- . 
2 ~.4< 
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thenurenntiture'the 'Customsf Adi roughont 
-Co m Eit e wit te Cut m uniformly and thr i gh u.ature

C-operation Council ;Nomenclature tileh world and which clearl'y
(CCCN) and -the,conversion of the defines the clsitcio of 
present mi'x of specific, and Imported merchiandise. 
ad valo~rem- tariff rates tor theirr Conversion to ad valorem rates 
ad valorem eqivlns will preventtelosffic1 

Srevenues as the result of 
-------------------- iAdojtion ;of~CCCN~i nflation. 

an covrso to ad valor6iem 
S~rates represenlsssr 

firt ste towrd thl 9 

TI subsequent treformn of tile 
~~existing tariffsrcur~ < 

ad rates of effective tariff i 
protection and the dispersion~
 

--- 2~~~aou averaetheTh-A---~ rates 

S8- Customs Valuation L.aw.~ In sum these two measures,) 
aln wth measur ei7, will-
s erve to ml n ImlIze f raud, twast 



-<anid abuse associated"'with-lack 
~of~ clear rules With respect to 

- -. -- ~ ~-<---~-~~. ~ tarif~fclaissification9 
~~ valuation and. regime under 

~~ ~which goods~en ter~the Country. 
-~ ~ -~ -- ~---- 9These measures will 'insure~ 

-~ - ~greater objectivity and 
~ ~ -~~. 2 - -~ consi.stency. in: the valuation-, 

- ~~and classification rules ht 
S-~ 2~ -2-~~~ ~' are applied'by customs 

Spersonnel,. and by doing' so will 
- significantly'reduce tie high 

-.~ ~ ~degree of uncertainty~that Is 

S~A'~L>- ~currently' associate wi th'~> 

-~ - c ountry. 

10.~ llatrocducticn of- tolls -on' Esahk prn l of fee 
Eid ipoved rb,dc VyP~ for, servilces ,h scfes 

4 &tso insure souicoff 
for them,- nten nce of a n' 
IMPOrtait, part~of lionduras' 

- ~transportati'onL Syst.eml 
- - ~ U astructre. 

'47 
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1Y. Continue with the Improvement in - Improve revenue collection 
tax administration system. without changing the exist.-ng 

legal tax rates or tax base. 

B. Enhance Export Competitiveness.
 

12. 	 Temporary Import Law. - Establishes exemption from 
import duties of Imports 
destined to be imputs Into the 
production of nontraittonal 
exports, mainly of Section 807 
drawback Indus tries. Reduces 
bureaucrat ic limpdIments to the 
production of nontrfdlitlonAl 
exports. 

13. 	 Export Promotion Law. - Provides tax credits for 
producers of nontraditLional 
exports In amounts equal to the 
Import taxes paid on Imported 
Inputs used in production. 

14. Industrial Export Processing -	 Promotes increased foreign and 
7 one Law. 	 domestic I nvest mot in the 

production of nontraditional 
exports through establishing 

geographic locations where 
legal framework covering 
operat ions in Honduras does not 
contain provi sions which
 

inefficiently preclude such 
lnves tment. 

15. Banana Export Incentives Law. 	 Contributes to expanded 

investment and produ-tIon in 

llondura e throiwh crvins, toward 
the eli:ninmT t ion Of il ft icient 
taxes on export.<. D,;igned to 
reduce the marginal tax rate on 

an indi vidu al firm ba;is for 
evport : ov, ." t I amfiramounts 

for e;ch firm. 

(I6
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16. Submit to the Economic Cabinet 
periodic evaluations of export 
performance and price 
competitiveness, 

- Provides a key part of the 
information base required kor 
intelligent policy making; keep 
the issue of export 
competitiveness and export 
policy under colsideratLion at 
the highest levels of decision 
making. 

17. "Year of the Exporter - 1987." Encourage public and private 

sector leaders to focus rire 
closely on the Importance of 
export development. Provide 
for a private sector group to 

effectlvely lbby COH for 
improved economic policies 
aime. at enhancing export 
competitiveness and expanding 

exports. 

C. Promote Private Investment. 

18. Reduce preferences accorded to 
thp public sector in fiscal and 
monetary notters. 

Develop information base and 
calendar for elimination of 
exemptions from Income tax of 

income 

bonds. 
earned on government 

19. Investment tax credit. - Contributes to the expansion 

and modernization of Honduras' 
existing capital stock through 
providing a specific stimulus 

to private sector investment by
permitting a percent of 
eligible Investment costs to be 
deductud from Inrie tax 
liabilities. N'- I gned as a 
Iemnporary offset to the high 
risk p.rre Ived by the private 
sector. 



20. Tax JOSS carry eorsx. . ff 
6ag6of 7 
abt bs 

of ,a year id,,termiin 
losaa, nd thus proprl 

ossaI els n one yerato 
Sbe deducted agains ~f t re 
SProfits. Showld& provide strong

St~Imtius to~firms and 
Inivduls s e-k ing to invest 
n acivtes which requi re , 

-prids presently,~~ci the~ 
s~eal Iossesexpoct over 

CZ, Inves tmen t In S Lc~h netIvitIes 
prohiitv . 7 ~ ~

~ 21. >Develomn 
-

of a 
~~ 

capital market 
~-~vequity 

Ex~W~pand Supply f -both' debtan 
funids that would~be 

pducing and ervicesL sector 
~ ~ ~ 4>-of 

I j of 
the economy.. Expands
fiacal investmnents 

menu ,k
which1 

mayb purha-sed, by, privaMte 

4 - result inInreased domestic~2 
~-, 

savinssy 

22Ehneprvt'sector 
Participation in~epr aktn 

ex or 
.and- ruesnt objtecpatio

and bjetfveruls~ - ~. -~ 

<-:El-iminationofinefficient 
ulcsco~rii inithareungex o t'm r n of4lu be 

,~ particularly with respect to r 
-

~ 4~;4A~4I ~ 
-4-4 

-price regulation. Also lie Ips 
--~~~minimiPde incid(,nce of4 fad ... 

.waste and- abuse Iin-the I imbier 
-~ n(, us t ry. 

23. na Ist 4 iy oneffective tariff~ 
Prt ction rc' c t Io nI n th c a( ~ra e 

;of effective tari~ff irof t~10 

-i~utprameters foran 
eet ve tarl fjF~s mwh Ich~ 
would re'~ thje aitLI -export 

er rr;-SYSen Woul~d low r levels of 
ptco naccorded nfolt 

ind ri s and therebyedUce 
mi salocat oo fcare 
resources,: 
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24. Foreign direct investment 
seacoast tourism. 

in - Promote private investment 
through elimination of current 

prohibition against foreign 
equity participation in tourism 
and other industries located 
within 40 kilometers of the 
Honduran seacoast/national 
boundary. 

D. Restore Internal and External 
Confidence to the Honduran Economy. 

25, Consolidation, elimination and 
rationalization of the current 
system of tax exemptions, 

Provide the data base required 
to effectively assess the 
economic benefits and cost of 

the existing system of tax 
exemptions. Should result 
improving the economic 

in 

efficiency of the current 

system of exemptions by 
eliminating a number of 
anti-export, pro-import biases 
in the exist-ng tax system. 

Also should enhance 
administrative ease and equity 
of current systems. 

26. Establishment 

system. 
of a career Judicial Measure will provide greater 

assurances on the protection of 
human and property rights.
This will reduce the perceived 
risk of private sector 
investment in Honduras leading 

to expanded foreign and 
domestic investment in Honuras. 

27. Renegot lation of external debt. Successful renegotiation of 
Honduras' publicly guaranteed 
private external debt will 
measurably enhance llonduras' 

creditworthi new,; in (he eyes 
the lnt er at- lonal fi nancial 

of 

')4 

community. As a result, 
Honduras would be eligible to 
receive additional loans onmore favorable terms. 
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The~~0k eabit 	 evev~6nurJakoSy tazgy 990-i~s constrain bc 'Ed ici in anac 
kn0ii Pa'n 

y t~ 	 Chi inornat'n baseeqc fo ve,,PIie ICY_ Eorwa i"on and wiegpsn dhadroadth of :thei c mC' talent "that is, cu enr viibei h onzt~develop the irdkowledge, base. Ovrteln0ute ltoo hsProblem ie in, eucatio l~riing pregras-tt1at ,w~ll boaeaddpen bhumian.capital in 'econoicalys oxyfmtin. As
str~h'th'isin~:is developing-such triig Jpreram:.Gvnte19tie~frmeofthe 'Jackson plan itarg t' 	 h rbe ,s lobed inreddre the, immediaetr.I'h hr rm'h ii e4eethe,most effec'tive, s7iion 1is toSiplpeVxpetij
2 th& aailable Hoi pnu ' asupleren* with forig eonm~,Policy for-mation on5 tm nl tdevelop thei"eq61 'ie b'asfo 
,~~ n recontn of~these imined iate prbshe GHhsrqetd 
~ fnnete Participation -of f 6reign ,econoic experts~~~series of Stuie~s, l bela 	 in a,ti aedsigne'd to .enjanc Pebae

L~rtmelKPolicy formation.
 

STU~R NDIV1 O FOREIN'TRADE TXES
 
S\Honduras'system of tradeit'ig- .ecs mofregh 
 traxe's ref~lecs historical
~o~so im~ LL~o~p.1~cis n combijnation 	 -*~~ith 	admfiistrativelyj SIM~wiwas-tsobaim government revenues. 
 The GOH now .recognizes th'aty the esulting- tax structure, 'inclusiv ofa htofseill prvdn

- : 	 exeroptions fo'any of these ta-,myh- ldt ia~oAonfr'esourcesi that, through. shifting 'resburces to ;Prouction 'for. the domstic'- at' th 	 pxeb~d regional markert ~ of 1i ion, for-inte"rnat'o
>~W~s~;~mrkt~ 'asreuced relincome significantly':beiw potential,.'-, To 

-~~~~~~~~~ t i h p t es ~ tas' GOH'evhiteiequested techhical a s s a~a detailed§-ty'of' th he-Otin 	 c fo 
suy tetructe 	 ~s o,ilnter~ali'a, would'calculv0r' Cof freign trade-taxes."" teffect ive' rates 'of prtcin tae thee
Lr~eu 
 losses that~would result ro'a reductio'hi hoeallvlo 

''Protectioniand suggest ,the efficien-ygis-ht--	

ol ,rSkt fom;tinrdc~o ofamy~fiin s tra'ucol 	 te,an reutfo 
ctre of foreign-trade'taxes.' 

Th-o e-all t uTh'eof
 re axa'ion ini.Iondura a~b~ biltu e 
othe bsi of'fiA'ec adeut oseriOf than 	 on the' base of~1 I'imedie rvenutconidertins As re~l he :tax structure,m-aybTetxSYSte~~-' ncom a~s a 	 gain in 1icome.host" 6f exemipt'ibh', thatwiees'Ado 

d#~chii v~j urj~ ose , g ay~ n~ i~ r' ~ ie ~ t ese pu 'rposes- nor- achie v~eas we' 
-

sOhrisruiicnts,. Tile -ppIrpose 'Of tlis ~Stu(yYis to 
-~ - - t la c e t h s o urcc 'I S I - " L pro r d, r . ~ . " e e u 

Oi sou eim 

-

C*, on ofs 	 the~t'~crycc-,:ps 	 idatonrevenue~~d~pe~i 
4'--"' intrso 


-I1l cec h dinsc3tvIt i I 2 ra LLId S -1Tl 



ANNEX II
 

EXHIBIT P 
Paqe 2q1f 23 

CAPITAL MARKET AND DIVUSTITRE 

Investment in Honduras is mainly self-financed and/or dependent upon
debt rather than equity sources of finance. 
 Given the risks of investing
in the commodity and service producing sectors and the often, high up
front costs involved, it may be the case that the absence of a capital
market has resulted in investment levels that are significantly below
potential levels. 
 The purpose of this study is to develop the legal,
institutionil and, perhaps, social bases that have precluded the
development of a market for the purchase and sale of equity/debt claims.
The study should lay out how the divestiture of publicly owned forms
might be facilitated through a capital market. 
 The study should assure
th,, fulness of attempting to develop a capital market and lay out the
requi wents for institutionalizing 
such a market in Honduras. 

I ))JlKlICE EXPORT AND IPORT PRICE INDICES 

Given the high dependence of the economy on foreign trade, both fromthe perspective of final demand for exports and from the perspective ofinterme:iate import requirements, trends in exports, import and producers
prices are essential inputs into policy formulation and analysis. 
Price
indices of these types either do not exist or suffer from methodological
deficiencies which call into question their accuracy in calling into
attention real trends. 
 The purpose of this study is to assist the GOf in
developing such price indices at the aggregate level and for important
subgroups of these aggregates. The study should also show how such
indices can be used to evaluate comparisons of Honduras' production costs
with those of countries that compete with Honduras in the domestic and
inter'ational market. 
 It should also show how such indices can be used
to estimate the impact on production costs of changes in the exchange
rate and ')ther factors that might raise domestic production costs.
 

TtEI UT-OUTPUT STRUCTURE OF TILE HONDURAN ECONOMY
 

1'here is little empirical knowledge of the input-output structure of
the Honduran economy and how that input-output structure relates 
to
either final demand aggregates or the distribution of factor income among
households and other institutions. In consequence, much-of policy making
takes place without the kind of comprehensive frame of reference that is
desirable and, in 
some cases, 
even essential for policy -decisions. The
development o 
such a frame of reference in Honduras is hindered by lack
of in-depth Hondurans expertise in developing an input-output structure
and relating that structure to the 
rest of the economy. As such, the GOH
has requested that the USAID finance the participation of foreign experts
in a group of Honduran teclici ans thaL would develop thl fral:m ofref'trence 'Ihe otytIt would i nit ja IIV consist of i nv nl,an 1M-ont 
st IiictUre of Iho tlonrthir'in I, 

fI
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FLOW OF FbUNDS ACCOI IIrs 

Honduras does not have flow of funds accounts and thus does not have
an analytical framework that can relate developments in the financing
system to developments in real activity and to developments in domestic
monetary policy and international financial flows. 
 The purpose of this
study is 
to assist the GOH (The Central Bank) in developing, maintaining
and utilizing these accounts as a tool of analysis and policy

formulations.
 

PRICING OF INFRASTRUCTURAL SERVICES
 

Many services in Honduras are provided by publicly owned firms.
These include telecommunications, electricity, water/sewer and ports. 
As
a result of public ownership pricing policies to provide revenue
sufficient to cover O+M costs and provide a rea%;onable basis for meeting
investment requirements for service expansion are often deficient. The
purpose of this study is to review current pricing policies from the twin
vantage point of economic and financial viability and to recommend such

improvements as may be required.
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BUDGET
 

STUDY 
 FOREIGN EXPERTS TIME 
 AMOUNT
 

Capital Markets 
 6 person months 
 $45,000
 

and divestiture
 

Input-output Structure 
 12 person months $90,000
 

Price Indices 
 3 person months 
 $22,500
 

Structure/Level cit 
 6 person months $45,000
 

Foreign Trade Taxes
 

Overall Tax Structure 6 person months 
 $45,.000 

Pricing of Infra-
 3 person months 
 $22,500
 

structural Services
 

Flow of Funds Accounts 
 3 person months 
 $22,500
 

Travel 

$20,000
 

TOTAL 
_,0
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BACKGROUND 

In order for the COH to perform effectively in the areas of policy 

forutlation and implementation, it is essential that they have access to 
timely and reliable social and economic data and information. One of the 
principal agencies responsible for providing the GOH with population,
 

labor, social, agricultural, and other 
social and economic data is the 
Direcci6n General de Estadisticas y Censos (DGEC). In discussions with
 
DGEC officials, it ha- been established that DGEC clearly lacks the
 
technical abilities and facilities to perform effectively in several
 
areas of data collection tabulation, automation, processing, analysis and
 

reporting.
 

WORK TO BE ACCOMPLISHED BY THE CONTRACTOR 

Conduct an assessment of DGEC's capacity in:
 

-
 Developing appropriate survey methodologies.
 

- Conducting surveys. 

- Collectin,, tabulating, and processing data. 

- Analyzir., and reporting survey and statistical results.
 
-
 With special attention to DGEC's potential to collect and process
 

specialized statistics, labor market information, for example.
 

Provide an analysis of the demand for official social and economic 
statistics, and identify and evaluate the major source of such statistics 

in Honduras. 
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Provide an inventory on DGEC's needs in the areas of: 

- Computer hardware and accessories. 

- Computer programs and specialty packages. 

- Upgrading computer, analytical and statistical skills of technical 

staff. 

- Manl.gement. 

- Fu nd i r1g. 

- Vehicles. 

- Buildings. 

- Equipment.
 

Provide recorinendations to: i) improve the overall system of social and 
economic statistics; 2) on alternative approaches to address DGEC's needs
 

and enable DGEC to establish a souna. and viable mechanism to collect, 
analyze and report statistics on a regular and continuing basis. 

Provide to USAID/Honduras, Office of Economic and Program Analysis a 
written report no later than two months after signing the contract which 

covers all of the above.
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Tdr-rdino. de Referencia para el Estudio del
 

Sistema de Exenciones de Irrpuestos
 

1) 	Haer una evalua'-i6n del costo-beneficio de las diferentes leyes de
 
incentivos fiscales que se aplican en el pals para estimular la in

versi6n y la produccidn.
 

a) Ley de Forr2nto \gropecuario.
 

b) Ley de Caza y Pesca.
 

c) Ley de Petr6leo.
 

d) Ley de Rineria
 

e) 	Convenio Centroamricano de Incentivos Fiscales al Desarrollo 
Industrial. 

f) 	Ley de Fcomento de la Pequefia y Mediana Empresa Industria y la 

Artesania.
 

g) Ley de Importaci6n Temporal.
 
h) Ley de Farento a las Exportaciones.
 
i) bey de Incentivos a las Epresas de Alto Valor Incorporado de
 

Origen Nacional.
 

j) Ley do Transporte.
 

k) L(-y de Asociaciones Cooperativas.
 

i) Ley de Enpesas A6reas.
 

m) Ley de Fomento al Turismo.
 

n) Ley de Iqpuesto sobre la Renta.
 

o) Arancel de Aduanas.
 

p) Tratados Bilaterales.
 

q) 	Locy do Incmrt.ivos a la Industria Eananera. 
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2) 	 Ai examinar el costo de los incentivos se cons iderard el alto pre

cio que tiene que pagar el consmddor por la distorsi6n artificial 

que ha habido en el uso de los factores de la producci6n y la dis

mimuci6n de los ingresos tributarios por las exenciones del impues 

to sobre la renta, del inpuesto sobre ventas y de los impuestos so 

bre el conrercio exterior. En el caso especifico de los inpuestos 

de irnportaci6n se analizard el verdadero sacrificio fiscal, el cual 

no estd constituido exactamente por las franquicias aduaneras para 

la importaci6n de mquinaria y materias primas, sino quie as bien 

por la p~rdida de ingt.esos tributarios que ha habido en las Aduanas 

como resultado de la alta protecci6n arancelaria Centroarmricana que 

ha obligado a sustituir en gran proporci6n la importaci6n de produc

tos terminados con bienes nacionales o regionales que gozan de exen

ci6n o reducci6n de irpuestos.
 

3) 	 El analisis del beneficio de los iI;entivos fiscales para la econo

mia o sea de su eficacia en cuanto a su efecto en la producci6n de

beta hacerse por sectores :con6micos: agricola, manufacturero, tu

rismc, transporte, etc., investigando el impacto que ha habido en el 

nivel y composici6n de la inversi6n, valor agS_-egado, valor incorpo

rado de origen nacional, ahorro de divisas y generaci6n de exipleo.
 

4) 	 Identificar las leyes que son inoperantes y que no se aplican, asi 

como las que duplican en forma excesiva los incentivos fiscales. 

Respecto a las primreras, es necesario mncionar la Ley de Alto Va

lor Incorporado de Origen Nacional y respecto a las segundas hay
 

que tener presente por ejemplo, la duplicidad de los incentivos del
 

Articulo 18 de la Ley del Impuesto sobre la Renta y los estableci

dos en el Articulo 9 del Convenio Centroaenricano de Incentivos Fis
 

cales al D)sarrollo Industrial. 
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5) Investigar la politica p.sada y actual de 

en los derMs paises de CentroaTirrica para 

rativo con la que se aplica en Honduras. 

los incentivos 

hacer un anclisis 

fiscales 

ccxpa

6) Tanfitin hay cue cuantificar el sacrificic 

de impuestos que se otorgan al amparo 

no son para fomnto de la producci6n, 

tirlas con fines sociales, politicos, 

etc. 

fiscal de las exenciones 

de ciertas leyes que, aunque 

ha habido necesidad de emi

reciprocidad internacional, 
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i. 	 La Unidad ejecutora tendr6 a su cargo un plan 	de trabajo, aprobado
 

ror 	el Comitd Coordinador, aue conte-drA al :enos ls siguientes pun

tos:
 

1. 	 Revisi6n del proceso de presupuestaci6n en ';igor en las tres ins 

tituciones descentralizadas y areconendaci6n las reformas nece 
sarias para su fortalecimiento y adaptaci6n a tcnica deti PBC. 

2. 	Establecimiento de necanismos que perinitan cOnvertir las priori
dades de estrategia de desarrollo n asianacionus presupuestaria 

rediante: 

(a) 	Selecci6n de los elementos de las t~cnicas de PBC a implan

tarse en las diferentes fases del proceso:
 

- Fase de Planificaci6n - Establechmiento conforme lasa nor

mas 	y 6rqanos que regulan su funcionamiento, de practicas,
 

estrategicI L,-,jetivos y prioridades generales de desarrollo 
econ6mico y social para las instituciones seleccionadas, en 

el marco de los planes del Gobierno. Esbozo de planes y pro
gramas generales de acci6n y d- guias para los distintos sec

tores progranvkticos; forrnulaci6n de objetivos, planes y pro
gramnas especificos, asi como las estrategias para ejecutarlos, 

establecimiento de objetivos y retas especificas de los progra 

mas, subprogramas, y actividades a todos los niveles de su es

tructura conforie a los planes trazados.
 

- Fase de Presupuestaci6n - Revisi6n y/o preparaci6n del lis

tado de programas, subprograms y actividades en cada institu

cin descentralizada seleccionada, que servir-d de base para la 

deterrninaci6n de las unidades y los conjuntos decisionales, 

deteminaci6n y definici6n de ]as unidades y cmnjutzos deci
siona!Os. Las unidades sern la base decisional ri-s pequeria 
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qt sea conveniente y factible e:tablecer. Varias unidades 

integrarn Lui conjunto decisional. Las unidades y conjun

tos decisionales deben armnizar o coincidir lo nr6s posible 

con los prograirias, subprogranius, actividades o funciones y 

subfunciones. Exsarroliar alternativas para decidir la rm

todologia, estrategias o for;as en que se pueden desarrollar 

los programas o c )njuntos decisionales, el nivel de asigna

ciones o fondos que se le adjtyJicardn a los conjuntos deci

sionales ' a los organisnios. Aqui se deberi proveer para 

explicar los efectos o consecu ncias de determinada alterna 

tiva de nivcl de fondos. 

(b) 	 Revisi6n del Manual de Fomulacidn presupuestaria de las ins

titucic-es descentralizadas seleccionadas, incluyendo el di

sefio y revisi6n de los formularios y la redacci~n de direc

trices y nornas requeridas para la instrtumentaci6n de las 

tdcnicas de presupuestaci6n base cero.
 

(c) 	 Desarrollo del proceso presupuestaric anual a tono con nuevas
 

tdcnicas.
 

- Preparaci6n de ].as p2tlciones presupuestarias por los or

ganismos descentralizados seleccionados que incluya: la pre

paraci6n de conjuntos decisionales a nivel organizacional y
 

de programas o subprograms y unidades con los diferentes
 

niveles de esfuerzo para realizar las funciones presupues

tarias (nivel corriente, minimo y 6ptimo o mejorado) utili

zcando 	 los forinitos previaimnte disefiados en el Manual de Pre 

suput 	 sto; claw I.J(:acion y consol idac.i.n de los conjuntos de

cisi.cnalt-s ba,.-i(do en un aal i..ss ih1st ivo de ]cs mi:.-r o-)s 

dentro do ca~l,a or.nmIiw.?o y a nivel central.; prep.imr.ci6o del 

-K:
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doc'irrnto presupuest-r-LO consolidado a ser enviado a la 
consideraci6n del 6rgano decisorio correspondiente previo
 
su conocinieno p0:- el Comit6 Coordinador. 

3. Medici6n de los resultados de la experiencia en las institucio
nes se!eccionadas, y presentaci6n al Camitd Coordinador con re
comendaciones pars su cxtensi6n a las demas instituciones des
centralizadas y al Gobierno Central. 

IV. Por no haber experiebcua an PBC en el pals, se requerir6 asistencia 
tdcnica en terminos de dos Especialistas n tdcnicas de presupues
taci6n base cero por el tdrnino de un ario. Esto incluiria el im
partimiento fornmal por parte de uno de ellos de ensehanza sobre las 
nuevas tMcnicas por el tOrmino de un rues. 
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SOLICITUD DE ASISTENCIA A LA
 

AGENCIA INTERNACIONAL PARA EL DESARROLLO (AID)
 

Fortalecimiento Institucional de

3uperintendencla de 

la
 
instituciones DecentralizadaE
 

de la Direccion General de
 
Presupuesto de la Secretaria
 

de MHCP
 



ANIVX II
 

EXHIBIT D
 
Page 	15 of 23
 

INSTITUCION SOLICITANTE
 

Secretaria de Hacienda y Cr6dito Pdblico de la Repiblica de-Honduras
 

INSTITUCION EJECUTORA
 

1. 	Direcci6n General de Presupuesto
 

2. 	La Direcci6n General de Presupuesto depende jerarquicamente de
 

la Secretaria de Hacienda y Cr6dito Piblico y sus funciones y a

tribuciones estdn reguladas por la Ley Org~nica de Presupuesto
 

(Decreto # 407 del 13 de diciembre de 1976).
 

3. Las funciones principales de la Direcci6n General de Presupues

to, son las siquientes:
 

- Formular el presupuesto anual de ingresos y gastos del Go 

biei :o Central. 

- Efectuar el control previo de ingresos y gastos del Gobierno 

Central. 

- Emitir y conformar los libramientos de pago 

- Llevar la contabilidad de ejecuci6n de los ingresos y gastos 

del Gobierno Central 

- Efectuar la programaci6n por ruta critica y el seguimiento 

de los principales proyectos de inversi6n del sector piblico. 

- Analizar y dictaminar sobre los presupuestos de las institu

ciones descentrali~adas (empresas p6blicas y organismos aut6 

nomos); efectuando el seguimiento de la gesti6n de los misnos. 

- Supervisar y evaluar la gesti6n econ6mico-financiera de las 

instituciones descentralizadas. 

I] 	 OBJEiTIVOS )I PROYRE[( 

Los oLbjutivos del Proyeoclo son: 



-- 
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su deuda en el Presupuesto de la Administraci6n Central.
 

En el perfodo 1982 a 1984 se logro contener los d6ficit de tipo finan
 

ciero del sector descentralizado, disminuir los niveles de endeudamien
 
to y aumentar la participaci6n de las instituciones en la atenci6n de
 
sus propios servicios de deuda. Todo esto, debido a las politfcas gu 

bernamentales orientadas en estc sentido y a la implantaci6n de un sis
 
tema que regulara las fases de aprobaci6n y ejecuci6n del presupuesto.
 

Pese a los logros alcanzados en el sector descentralizado, se han e 
videnciado deficiencias que han impedido el saneamiento integral del
 
sector. '
 

En este marco es fundamental destacar los problemas existentes en las
 
instituciones descentralizadas en materia de orcanizaci6n de sus siste
 
mas de informaci6n, como son los de contabilidad, control presupuesta

rio y de gesti6n, almacenes, tesorerfa, etc., que han dificultado una
 
eficiente acci6n gerencial en las mislias y no permiten alimentar con
 

efectividad a los sistemas centrales de control y evaluaci6n.
 

La situaci6n descrita anteriormente significa un estrangulamiento real 

'del avance del proceso de saneamiento financiero de las entidades lo 
que puede hacerlas recaer nuevamente en falta de capacidad de payo de 

sus obligaciones. 

[1 Estado, consciente de la problemaitica planteada en materia de toma 
de decisiones de la nesti6n de las Instituciones Descontralizadas, en 

el Programa Ecor6mico del Gobierno do Honduras presentado a la Agencia 
Iinternacional paa e1 Hes arrol lo (All)) contempla la introducin de la 

Trcnica de Pres upuesto !3:!e Cero para las Instituciones Aut6nomas con 
el OhjCLo (1e ha cer (bUe las adminis.ra ciones puedan usar indicadores 
adiiinist rt.ivo-; y filnaicieros, en [cneficio dc la Administracimn PKhli 

http:adminis.ra
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ca. 

a. 	INDICADORES ADMINISTRATIVOS
 

a.1 	 Realizar un autoanalisis del organismo, sobre el cumplimien
 
to de los objetivos para la cual fue creada la empresa.
 

a.2 	 Visualizar la bondad o beneficio que trae consigo las acti
vidades que realiza la empresa o una nueva actividad.
 

a.3 	 Permitir a !aadministraci6n seleccionar las actividades 
mas atractivas y rentables para la empresa.
 

a.4 	 Utilizar herramientas para evaluar el desempeho de los eje
cutivos de la empresa.
 

b, 	INDICA['ORES FINANCIEROS
 

b.1 	 Que lus recursos asignados tengan rentabilidad
 

b.2 	 Incrementar las ventas
 

b.3 	 MfanteneriUn comportarniento adecuado en la estructura de 
costos de la empresa. 

Esta nueva actividad encomendada al Ministerio de Hacienda y Cr6dit, 
PHblico a travfs de la Direcci6n G2neral de Presupuesto en stIS f,inc io 
nes de SuperinterIdencia de Iistituciones Descentraiizadas, se adicio
na a as qw- vi,-'rip, 6e ', rollando deqde 1982 riat r ia de ordenanieiii 
to fi nanciero y pres puI tario de 'las [np -s cs Ptilblicas y Or(c, ii.ros 
Aui.6ni:,'o 
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Ante las situaciones expresadas anteriormente la Direcci6n General de
 

Presupuesto estd obligada a incrementar su capacidad tdcnica con la
 

qiniipnte finalidad:
 

Prestar asistencia tdcnica a las Instituciones Descentralizadas
 

en la Formulaci6n de Presupuesto utilizando la T6cnica Presupues
 

to Base Cero, asf como para superar los problemas que presentan
 

los sistemas administrativor, contables y financieros que impiden
 

el mejoramiento de su gesti6n gerencial y dificultan el funciona

miento del sistema de control de gesti6n presupuestaria, este 61

timo aspecto (control de gesti6n) la Superintendencia lo ha veni

do implantando desde 1983.
 

V. AREA DE INFORMACION Y CONTROL DE GESTION
 

Con motivo de la imnplantaci6n del Sistema de Control de Gesti6n Presu
 

puestaria, se detectaron dificultades tanto del funcionamiento de los
 

son de mucha impor sistemas adininistrativos y contables (los cuales 


tancia para la implantaci6n de la T6cnica de Presupuesto Base Cero).
 

Entre los obstaculos detectados podemos citar:
 

Escasa integraci6n entre los sistemas presupuestarios, y sus sis
a. 
lado existe la formulaci6n temas contables-financieros. Por un 

presupuestaria anual que cumple su ciclo y se estanca hasta la 

pr6ximii for,,ulz!ci6n, y por otro lado existen los reqistros conta 

bles (Lu has) ta :I so con 1o prosupuestado, y ora no cowparan Io 

que es peor, no se a 1lias superiores. Todo 0sinforuia autoridades 

to hace, que el roesupes to s.i un instrumento de validez parcial; 

solo oiIfdnador d, ideas y prornmias, pero no ll(jua cerrar so 

ci clo y climp Ii r su mis i6n d,, sur un i nstrumento de onil isis para 

nd dci s laacivl (,erencilla tomn nie,1 doo1 ,qesti6n n de 1a 

total. 
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nacionl para elDesarr~o ( D ogqrama, de'icapacitaci n e t e

namiento"'para* el ,persona 1-a Diec6 Gn de .Pes- es lo de 

t ~ t 

a. CURSOS
 

a I OBJET4IV q 

~ -LaA Di ecci6n General de resupuesto eseanc e ar los 

QccmenK.yb-ss teoricas de su :persona enlS"dvt 
-

bJica, 
--	 sas d.iscip1inas relacinadas con a Ad m'i sit ra d' 

eAspeci~ficamnte para -ograr' Ila efic ienci a yr e icacia en las ' . 
Empresas 	Pi~b1 icas del SeCtInr Desce traliizado. 

, 

personial de Ia Su~peri ntendencia~ de 'Ins It se cese n.7 

.. i(tralizadas'pe Ia~Direcci6 -General de Presupuesto, estara, 

lo'A>'-cinteientbe capacitado -pzrar poder b i ndar sis te nc1a 
A.- -4 
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AVAoA Am- iuaci6n deI Pesupesto 'as e .'ero 
C n'~cci PIeS1 pes to' Cerodel as 
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- Gerencia de Empresas 

- Contabilidad y financiamiento de Emresas 

- Economia de la empresa
 

- Inform~tica
 

- Inform~tica Gerencial
 

b. SEMINARIOS
 

b.1 OBJETIVO
 

Intercambio de conocimientos y experiencias de otros 
pai

ses en cuanto a la administraci6n del Sector Descentraliza
 

do.
 

b.2 RESULTADOS
 

personal de la Direcci6n 	Ge
Aurnentar los conocimientos del 


referente al dcsenvolvimiento neral de Presupuesto en 1c; 


de las Empresas Pblicas en Honduras .y de otros paises.
 

c. PASANT1AS
 

c.1 OBJETIVO 

de trabajo, la aplicaci6n de las dife-Conocer en el campo 

por otros paisps e trav6s de orqa -
rentes t(fcnicas usadas 

a las funciolneM que rea
niSMOS y/o instituciOIes 	 similares 

de InstikLuciones Dsc,-ontr;,li7adas.liza la Superintendenci.? 
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VII. RESULTADOS A OBTENER
 

Los resultados que se espran obtener con el proyecto, son los siguien
 

tes:
 

a. 	Contar con personal capacitado para brindar asistencia a las Ins
 

tituciones Descentralizadas, en lo referente a sistemas adminis

trativos, contables, financieros, productivos, mercadeo y otros
 

que permitan una mejor toma de decisiones por sus niveles geren

ciales, asi como la generaci6n de informaci6n a las Autoridades 

del Gobierno Central para que tome las acciones correspondientes.
 

b. 	Implementar la Tknica de Presupuesto Base Cero y un Sistema de
 

Control de Gesti6n en las Instituciones Descentralizadas.
 

c. 	Buscar eficiencia y eficacia de las Instituciones Descentraliza

das, induciendolas a un proceso de saneamiento financiero.
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BANJO CEMRAL DE HMXJRAS: Descripci6n rque-ida para el proyecto de 

an&lisis e i1 ph~v"taci6n de oliticas 

I. ASPECIS GMMERAUS DE LA INSTITUCION 

El BANCO CENTRAL DE HONDURAS fue creado nrediante Decreto NQ 53 del 

3 de febrero de 1950.
 

De confomi.dad al Articulo 2Q de dicho Decroto, BANCOel CENTRAL DE 

HONDURAS tiene por objeto prormver las condiciones mronetarias, credi

ticias y cambiarias que sean mas favorables para el desarrollo de 

la econoaia nacional. 

Esta facultad del BANCO CENTRAL se encuentra reconocida en la actual 

Constituci6n de la Repblica en los Articulos 342 y 343.
 

La n£ixima autoridad de la Instituci6n est6 constituida por el Directo

rio, quien determina la politica noretaria, crediticia y cambiaria 

y fija las lineas generales de la administraci6n de Ia instituci6n. 

El Directorio est6 integrado de ia irianera siguiente: 

1) El Presidente del Baico, quo es niotbro titular y preside las 

reuniones. 
 En su ausencia lo sustituye el Viceprosidente del 

janco; 
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2) 	 El Secretario de Hacienda, quien tiene por suplente el funciona

rio superior que 61 designe en cada caso para que lo 	reeirplace; 

3) 	 Un representante titular y un suplente del Banco Nacional de 

Desarrollo Agricola; 

4) 	 Un representante titular y un suplente, nonbrados por los bancos 

establecidos en el pals; y,
 

5) 
 Un titular y un suplente, en representaci6n de las Plerzas Vivas
 

del pals integradas por las Asociaciones Agricolas, Ganaderas, 

Industriales y Comerciales, debidarante organizadas.
 

En la actualidad concurren a las sesiones del Directoric, los Ministros
 

titulares del Ministerio de Econcaia y Comercio y de la Secretaria 

de Planificaci6n; estos altos Funcionarios tienen detxecho a voz pero 

no a voto. 

Los mienbros del Directorio se consideran funcionarios p6blicos y 

eirpleados principales de la Naci6n; deben ser personas de reconocida 

honorabilidad y ccupetencia en las materias concernientes a las fun

ciones a su cargo y los representantes de los bancos deben ser de 

preferencia los Presidentes, Directores, Gerentes o Funcionarios de 

alta jerarquia o experiencia en los mismos. 

El Presidente de la Instituc:i6n dura en sus funciones cuatro (4) ailos 

de conforaidad a lo ostabiecido en el 	Articulo 264 de la Constituci6n 
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de la Repiblica, pero puede ser nobrado para periodos subsiguientes. 

Es relevante sefialar que los Presidentes de la Instituci.6n han desem

pefiado esa funci6n durante largos periodos, por ejefrplo, el priner 

Presidente permaneci6 en el cargo durmnte ms de veinte (20) ahos 

y el actucl Presidente lieva en el cargo alrededor de seis (6) ahos. 

Esto es importante, puesto que esta caracteristica de la Instituci6n 

ha permitido la continuidad de las politicas adoptadas 
y ha evitado 

la inprovisaci6n en la adopci6n de medidas relacionadas con los canpos 

financiero, crediticio o cambiario. 

La Adninistraci6n inmedidta y directa de la Instituci6n le correspon

de al Gerente, el cual es responsable ante el Presidente y ante el 

Directorio del funcionarniento correcto y eficaz de la Instituci6n, 

en la aplicaci6n de la politica fijada por 6stos.
 

El Gerente es el superior del personal; es nobrado por el Directorio, 

debe ser hondureiio y debe contar con reconocida experiencia bancaria
 

y financiera y debe dedicar su nayor actividad al servicio del Banco. 

Al igual que el caso del Presidente del Banco, los Gerentes de la 

Instituci6n han descrapeiado esa funci6n por largos periodos en conso

nancia con la politica de estabilidad ii. titucional seguida por las 

altas autoridades de la Instituci6n y, generalmente, se han escogido 

Funcionarios formados dentro de la 
Instituci6n. El Gerente es auxi-

IiacfD en sus funciones por dos (2) Subgerentes, por los Jefes de De

partamento y por los Gerentes de Sucursales. En la actualidad el 

AiVI
 

http:Instituci.6n
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Banco cuenta con veinticinco (25) Departamentos, cuatro (4) Sucur

sales y tres (3) Dependencias o Departamentos adscritos segdn Conve

nios Intergubernamentales que desenpean funciones especificas.
 

Los Departanentos est~n bajo la responsabilidad de los Jefes y Asis

tentes correspondientes, los 
cuales son seleccionados dentro del
 

personal m-as experirrentado del Banco, procurdndose que conozcan 

el canpo en el cual se va a desenvr.iver y que por su capacidad, 

responsabilidad e iniciativa, constituyan un verdadero apoyo para 

la Gerencia. La estructura administrativa bajo la jerarquia de 

los Jefes, esta organizada por Secciones y cada Secci6n dividida 

en Puestos. Los Puestos est~n clasificdos en categorias que de

penden del grado de complejidad de los mismos. 

En total existen quince (15) categorias clasificadas de la uno (1) 

a la quince (15), correspondiendo las categorias iniciales (1, 2, 

3, etc.) a los erpleados de apoyo, tales com Ordenanzas, Motoristas,
 

Clasificadores,etc., y las categorias mas altas a los puestos con 

requerimientos ris especializados. Generalmente, a partir de la 

categoria siete (7) el enpleado debe tener estudios universitarios 

y a partir de la Categoria diez (10), debe poseer el grado de Licen

ciatura. A partir de esta categoria, entra el proceso de capacita

ci6n del personal en las 6reas t6cnicas propias del Banco, lo cual 

a su vez produce el movimiento de los enpleados hacia las categorias 

superiores. 

En algunos Departamentos, tales como Estudios Econ6ticos y Superin

tendencia de Bancoc, existe un nivel intermedio entre la categoria 
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quince (15) y la Jefatura del Departarmnto, constituido por n~icleos 

de asesoria. Tambi~n es iirportante sealar que hay un nicleo de 

Asesores en distintas areas, (Economia, Derecho, etc.), que brindan 

sus servicios directamente a la Presidencia del Banco y al Directo

rio. 

En general, los Departanentos pueden ser clasificados de la manera 

siguiente: Departamentos T6cnicos, Departamentos perativos y Depar

tamentos de Apoyo, aunque con el crecimiento de la Instituci6n y 

con la cofplejidad que en la actualidad manifiestan las actividades 

del Banco, aigunos Departamentos presentan una pronunciada corbina

ci6n de trabajo t~cnico y operativo.
 

En el area de la fornulaci6n y seguimiento de politicas, el principal 

auxilio de las altas autoridades de la Instituci6n es el Departamento 

de Estudios Econ6micos, el cual actCia ccmo organism coordinador 

de la informaci6n generada por los demos Departamentos involucrados 

en el proceso de aplicaci6n de politicas de la Instituci6n.
 

El Articulo 25 de la Ley del 5anco establece que "El Departamento 

de Estudios Econdnicos estar6 encargado de obtener los datos y de 

realizar las investigaciones que sean convenientes para la direcci6n 

de la politica mor.taria y cambiaria", y que "Tendr6 ccwx) funciones 

especiales la preparaci6n de las estimaciones sobre ingresos y egre

sos de divisas al princi-pio de cada ejercicio y de los c<lculos 

de la balanza de pagos al t6rmino del mnismo; la ccapilaci6n de esta

disticas sobre el mredio circulante, los precios y las finanzas pbli

cas; la organizaci6n de la biblioteca y la publicaci6n do la Revista 
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de la instituci6n. Tendra, adenms, a su cargo la fornaci6n y prepa

raci6n de un personal tcnico en ciencias econdtnicas, particularmente' 

en an6lisis monetario y pr~cticas bancarias". 

Para el cunplimiento de su cometido el Departamento de Estudios 

Econ6micos cuenta con las siguientes Aireas de trabajo, cuyas funcio

nes se detallan asi:
 

Secci6n Monetaria: Transformar las informaciones primarias
 

en estadisticas Otiles para la realizaci6n de estudios y anli

sis de la situaci6n monetaria, crediticia y canibiaria del 

pais;
 

Secci6n de Balanza de Pagos: Recopilar, estimar y analizar 

las estadisticas que permiten la formulaci6n de los esquemas 

de balanza de pagos, y preparar las proyecciones sobre el
 

desenvolvimiento de las transacciones internacionales del
 

pais; 

Secci6n de Cuentas Nacionales: Recopilar, tabular, revisar
 

y evaluar informaci6n recolectada, calcular cifras y variables
 

del Sistema de Cuentas Nacionales, elaborar indices de: Concen

traci6n, precios, quantum, valor y producci6n, analizar evolu

ci6n hist6rica de sectores productivos y variables econdmicas; 

y determinar la producci6r. real generada por las distintas
 

etctividades econ6aicas;
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Secci6n de Finanzas Phblicas: Cocpilar y derivar las cifras 

fiscales y realizar los estudios necesarios para colaborar con 

el Gobierno en la orientaci6n de la politica fiscal; 

Secci6n de Investigaci6n y AnAlisis: Establecer bases metodol6

gicas adecuadas para el anAlisis monetario, canbiario y fiscal; 

preparar el infore econdnico anual y efectuar investigaciones 

y estudios de ms largo alcance sobre sectores de la economia 

nacional; 

Secci6n de Programaci6n Financiera: Preparar el presupuesto 

monetario y cambiario, analizar y evaluar los resultados de 

la politica financiera y la ccipatibilidad de las mtas e ins

trumentos entre si y examinar la oportunidad y eficiencia de 

los instrumnntos de control monetario;
 

Secci6n de Integraci6n Econdnica: Elaborar estudios y dict&re

nes sobre los efectos de la integraci6n econ6mica centroamerica

na en la econcmia nacional, realizar investigaciones y recopila

ci6n de estadisticas necesarias para llevar a cabo los estudios; 

Secci6n de Organisms Internacionales: Coordinar y elaborar 

los trabajos que requieren los organisms internacionales, inane

jar los docurmentos eritidos por esos organisrmos, estudiar y 

recoxrendar la posici6n econdnica y juridica nts conveniente 

a adoptar por los representantes del pais en las reuniones in

ternacionale y proporcionar las informaciones que se soliciten. 
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En general los Departarrentos que participan en la aplicaci6n y vigi

lancia de politicas son los siguientes: Superintendencia de Bancos, 

Crdito y Valores, Regulador del Financiamiento Externo y Cabios. 

La Superintendencia de Bancos tiene por objeto la supervigilancia 

e inspecci6n de las Instituciones Bancarias, en lo que so refiere 

a la aplicaci6n de la Ley y de las Resoluciones emitidas por el Direc

torio de la Instituci6n. Al misrro tienpo ccorpila estadisticas banca

rias y cabiarias del pais que sirven de base para la infornmaci6n 

de los agregados monetarios preparados por el Departanento de Estudios 

Econ6ridcos. 

La funci6n del Departanento de Crdito y Valores, es llevar a cabo 

las operaciones de cr6dito con las Instituciones Bancarias del pais, 

por redio de adelantos y redescuentos de documevntos. Asimisrin, le 

corresponde la clasificaci6n de los docurrentos del caso, llevando 

los registros pertinentes; realiza operaciones en valores por cuenta 

de su propia cartera o del fondo de valores, asi crno operaciones 

en fideicarniso, relacionadas con programas especificos. 

El Departamnto Regulador del Financiamiento Externo es el encargado 

de inplenintar la politica cambiaria establecida por el Directorio 

de la Instituci6n, para tal efecto debe llevar los registros corres

pondientes a autorizaciones de inportaciones, exportaciones, y endeu

damiento externo y debe mantener informaci6n sobre precios de referen

cia en el rrercado internacional de los productos objeto del c(m rcio 

exterior en el pals. 



--  

-9-

El Departamnento de Canbios adem~s de atender las demandas y de ofertas 

de canbio extranjero hechas por el Estado, las entidades piblicas 

y los bancos, debe manejar los criditos documentados irrevocables 

y cobranzas del Estado, preparar las informaciones cambiarias y la 

posici6n neta de cambios que se presentan al Directorio y debe estar 

infonndo del estado de las inversiones y obligaciones en el exterior, 
y Ilevar el registro de los cn'.'eni--spei de page firmados 

con distintos paises. Al nismo tienpo participa en la aplicaci6n 

de iA politica cambiaria, en coordinaci6n con el Departanmnto Regula

dor del Financiamiento Externo. 

[. POLITICA DE EMPLO Y SELECCICN DE PERSONAL DE LA INSrTruCION. 

El Banco Central cuenta en la actualidad con aproximamente un mil 

(1.000) enpleados.
 

El proceso de selecci6n del personal del Banco es extremadamente rigu

roso, y se basa en el principio de cofpetencia; el aspirante debe 

aprobar exa.ven de conocirientos, exanen psiccnxtrico y un exanren fisico 

(m-6dico). 

La selecci6n se hace dentro de las personas que cunplen los requisitos 

exigidos por la Instituci6n.
 

Tal politica ha sido cuidadosanynte preservada a lo largo de la vida 

institucional, con el objeto de que el enpleado del Banco pueda desa

rrollarse dentro de la Instituci6n y realizar una verdadera carrera 

bancari.a. 
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Para garantizar la estabilidad, el Banco propici6 desde sus primeros 

anos, una politica de jubilaciones. Dentro de esta politica, la edad
 

voluntaria de retiro es sesenta (60) afios, y la edad obligatoria de 

retiro es sesenta y cinco (65) athos.
 

Coo resultado de estas condiciones existe un promedio de antigiedad 

dentro del Banco de dieciseis (16) aos, el cual es sunnmente alto 

ccffparado con los promdios de antigOedad de otras instituciones. 

Asimisno, la politica asegura el proceso de foruaci6n de funcionarios 

dentro de la Instituci6ii. Se puede decir que en un 100% los funciona

rios de ]a Instituci6n, cc menzando por el Presidente del Banco, han 

surgido de la propia Instituci6n. Es tanbi~n de hacer notar, que 

para alcanzar posiciones de direcci6n en cualquiera de los Departamen

tos, tales funcionarios tienen co caracteristica general el haber 

egresado de una carrera universitaria. 

TABIA DE AWIGEID]AD [EL PERS(NAL DEL BANO0 CEPRAL DE H[NDURAS 

(A dicienbre de 1986) 

Menos de 1 aio: 1 

De 1 a 5 aios: 232 

De rm*s de 5 afios hasta 10 aAos: 323 

De m~s de 10 afios: 302 
TOTAL 858 

No incluye Proyectos administrados por el Banco.
 

A dicieujire de 1986, el Barico Central contaba con un total de ochocien

tos cuarenta (840) erpleados profesionales de los cuales aproxiirudamen



te seiscientos (600) son profesionales universitarios en distintas 

6reas, tales ccmu Econcmia, Administraci6n de Epresas, Contaduria, 

Ingenieria, Quiniica y Farmacia, Derecho, etc. En especial se puede 

sehalar el caso del Departamento de Estudios Econ~micos, en el cual, 

salvo el personal de Apoyo en el Area de Secretaria, todos los enplea

dos po ,.en por Io menos, Licenciatura en el Area de econonia. 

La politica salarial se estructura de la siguiente manera: 

1) Sueldo ordinario; 

2) Suima adicional por vacaciones;
 

3) Aguinaldo.
 

Adeims, dentro de la politica de retribuci6n al personal, el Banco 

contenpia los siguientes beneficios: 

1) Servicio Mdico-hospitalario;
 

2) Pensi6n por jubilaci6n;
 

3) Pensi6n por invalidez;
 

4) Seguro de vida;
 

5) Auxilio funerario;
 

6) Bonificaci6n por servicios prestados; 

7) Pr~stamos para vivienda;
 

8) Prstamos personales. 

III. CAPACITACICN 

Tal ccrt se sefial6 en el acApite anterior, ha sido una politica perma
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nente del Banco Central, crear las condiciones para la capacitaci6n 

del personal.
 

En ese sentido el Banco ha propiciado los estudios a nivel de Maestria 

de un considerable ndmero de enpleados de la Instituci6n. [a aprove

chado extensivamnte los progreaus de capacitaci6n en el. 6rea inoneta

ria y de politica de banca central irpartidos por el Centro de Estu

dios Monetarios Latinoamericanos (CEMLA), Instituci6n parfinanciada 

los Bancos Centrales de Amnrica, incluyendo el F'ederal Reseive Bank, 

y los prograiis de estudio del Instituto del Fondo Monetario Interna

cional (FMI).
 

Asimismo, ha aprovechajo los programas irrpartidos por distintas Insti

tuciones de estudios superiores reconocidas en Anrica Latina, tales 

como el Ilpes, Cienes y Sicmn. 

La asignaci6n por delde becas parte Banco Central se hace txriando 

en cuenta, especia nte, la capacidad, el rendimiento y el destino 

de los estudios. Asirmisno, se toma en cuenta el tierpo de servicio 

y el coirrtaimiento de los aspirantes. 

Las becas han consistido generalmente en permiso con goce de sueldo 

y una asignaci6n corplonentaria ara gastos de estadia. Asimismo
 

se le garantiza al eirpleado la conservaci6n del enpleo. 

La obligaci6n del epleado se circunscribe generalmente, a ]a presta

ci6n de servicios a la Instituci6n por el doble del tienpo de la beca 

o,
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y a la obligaci6n de obtener buenos rendimientos durante la vigencia
 

de la misma. 

En la actualidad hay empleados de la Instituci6n realizando estudios
 

superiores en las siguientes Areas:
 

Doctor en Ciencias Econxmicas 1
 

MA. en Econcimia 9 

MA. en Banca y Finanzas 3 

MA. en Moneda y Banca 1 

MA. en Administraci6n de Empresas 2
 

Lic. en Actuaria 1 

Lic. Sistemi y Coaputaci6n Administrativa 1
 

B.S. Banca y Finanza 1
 

B.S. Admini.straci6n de Empresas y Finanzas 1 

Thcnico en Cuentas Nacionales 1 

Tecnologia en Electr6nica 1 

Postgrado Thcnicas de Gesti6n Bancaria 1
 

Diplonido en Comercio Internacional 2
 

Procesamiento de Datos 5 

TOTAL 30 

Del total de erpleados becados, veinte (20) realizan estudios fuera 

del pals y diez (10) en centros de estudios nacionales. 

Las personas que regresan con sus estudios terminados son escogidos, 

de preferencia, para ocupar cargos superiores en sus respectivas Areas. 
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En los filtims aflos el Banco se ha encaminado a un proceso de automati

zaci6n de las operaciones de la Instituci6n. Para tal efecto, el Banco
 

opt6 por la opci6n de la contrataci6n de personal ya formado; sin em

bargo, en la actualidad la Instituci6n se encamina hacia un proceso 

de formaci6n de sus propios cuadros en esta Area, con el objeto de 

aprovechar mas eficientemente la actual tecnologia de Procesamiento 

Electr6nico de Datos. 

En tdrminos generales, se puede decir, que esta es una de las Areas 

mAs d~biles de la Instituci6n, sobre todo en lo que se refiere a los 

Departamentos Tecnicos, especialmente al Departamento de Estudios Eco

ndmicos. En ese sentido el Banco consideraria ccuo nuy oportuna la 

ayuda que se pueda recibir para delinear una politica de capacitaci6n 

en el Area de Procesamiento Electr6nico de Datos y en la utilizaci6n 

de sistemas conputarizados de cAlculo. 

IV. ALGON1S LIMITACIGNES INSTITCICNAES Y AREAS QUE PUMEN SER R RZADAS 

A TRAVES DEL PRYECTO )E ANALISIS E IMPIEMACI]N DE POLrrICAS. 

El Banco Central de Honduras con el objeto de poder cumplir con las 

funciones que la Ley le establece y con los reqoerimientos que se deri

van de los Convenios Internacionales suscritos par el pais, permanente

mente revisa su metodologia de trabajo, sus instruwentos de an6lisis 

macroecon~nicos, 
sus fuentes de infornaci6n, etc.
 

Congruente con 
lo anterior, y para efectos de lo establecido en el pro



- 19 

yecto de anlisis e ilplemntaci6n de politicas se han seleccionado
 

las siguientes 9reas en las cuales seria conveniente para el Banco, 

recibir apoyo t6cnico, equipo o cualquier ayuda que eleve la calidad 

del trabajo:
 

1) Moitoreo de las metas Cuantitativas. 

Los programas de ayuda econcinica de la Agencia para el Desarrollo 

Internacional (AID), exigen el cunpliriiento por parte del Banco 

Central de Honduras, de ciertas metas cuantitativas en el capo 

econ6rico, que es necesario evaluar con determinada periodicidad. 

Para dar ctuplimiento a lo anterior, el Banco Central, a trav6s 

del Departamento de Estudios Econo'iucos, copila mansualnente esta

disticas mnetarias, fiscales y de cctiercio exterior con el objeto 

de evaluar el comportarniento de las principales ;ariables econ6mi

cas, y asi poder llevarle seguimiento a las metas cuantitativas 

contenpladas en el Program Monetario y Financiero del Banco Cen

tral, instrumento que sirve de base para la suscripci6n de los 

convenios de ayuda econdnica. Dicho Program establece lihites 

a ciertas variables claves de la econida, con ser el crddito 

a los sectores pdblico, bancario y privado. Asiinismo, fija rmtas 

en el cambio de las reservas monetarias internacionales y dicta 

otras nirdidas de orden econ6inico que es necesario cuiplir para 

poder alcanzar las netas cuantitativas programadas. 

La labor que realiza el Departl~anto de Estudios Econdinicos depende
 

de la infornaci6n sLuninistrada por otras dependencias. Sobre este 

aspecto, es inportante destacar que con cierta frecuencia la infor
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maci6n se retrasa o presenta problemnas de confiabilidad, Io cue
 

puede atribuirse, a veces, a la falta de preparaci6n t~cnica de 
dicho personal. El problenm puede tambi~n radical en el personal 

de Estudios Econ6micos que tiene a su cargo la preparaci6n de las 

estadlsticas, ya sea por el reducido nimero de personas capacitadas
 

para su elaboraci6n o por el hecho de que mucha de la infornaci6n 

estadistica que produce el personal de Estudios Econcmicos an 
se procesa en formna manual y no se le da el uso adecuado a las 

facilidades de camputaci6n existentes, tanto por !a falta de perso

nal capacitado en este cairpo ccmo por la limitada disponibilidad 

de equipo. En la actualidad, el Departamento cuenta con una termi

nal de la IBM-PC-AT, que es la que se destina exclusivamente a 

procesaniento de datos y tres (3) terminales WANG-PC que se utili

zan tanto para procesamiento de datos coino de palabras, y general

mente no se encuentran disponibles. Otra dificultad que se presen

ta a menudo, es que la responsabilidad de recopilar las cifras 

mensuales para luego analizarias y hacerias liegar a las autorida

des superiores, recae siempre en personas diferentes, lo que en 

parte entorpece la de delabor monitoreo las metas a cuplir y 

dificulta el seguimiento del programa econ6dnico.
 

Con el objeto de contribuir a solucionar los problemas que se plan

tean anteriormente, podrian tcnarse las siguientes metas: 

1.1) Capacitar en una mejor forma al personal que directa o indi

rectiente tiene su laa cargo ccapilaci6n y elaboraci6n de 

las cifras estadisticas. 
Lo anterior podria lograrse a trav6s
 

de charlas peri6dicas, seminarios t6cnicos cursos actuao de 
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lizaci6n de corta duraci6n;
 

1.2) 	 Increnentar el nCumro de personas que conocen a fondo como 

se le lleva seguiniento a 1(3 indicadores econ6micos mensua

les que se utilizan para evaluar el coq:oortamiento de las 

principales variables econ icas y ei cumplimiento de las 

netas programadas. Asbmismo, habria que concienti jr a dicho 

personal sobre la iinpotancia de la labor que ellos realizan. 

1.3) Tecnificar, mediante el uso mas generalizado de las computado

ras, el proceso de conpilaci6n y producci6n de datos estadis

ticos. Para lograr ese objetivo, seria necesario incrementar 

la red de microcarputadoras IBM a un numero minimo de cuatro 

(4) 	terminales. Consecuentemente, habria que capacitar al
 

personal sobre el uso y manejo de las con-putadoras, para asi 

lograr la nycaniiaci6n de las actividades en el nunor tienpo 

posible. 

1.4) 	 Encargar a una, o hasta dos personas, de la recopilaci6n, 

anlisis y evaluaci6n peri6dica de las estadisticas econfni

cas, con el objeto de darle un mejor seguimiento al programa 

econ~nico y al cumpliniento de las metas, sin perjuicio de 

que varia- personas est6n en capacidad de realizar esta tarea. 

2) 	 Mejoraniento de los instniontos macroecxmimcos. 

En vista de que el monitoreo de las metas cuantitativas requieren 
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del acopio de un gran volumen de informaci6n, y de un apropiado 

instrunental macroecon6mico, el Departamento de Estudios Econ6micos 

estA interesado en desarrollar las siguientes actividades: 

2.1) 	 CAlculo de las Cuentas de Producci6n, Gastos de Consumo y 

Formaci6n de Capital por 	 actividades econ6micas, sectores 

y subsectores institucionales:
 

- Emrpresas no financieras (privadas y p~blicas). 

- Instituciones financieras (Banco Central, otras institucio

nes 	 monetarias, compahias seguros dede y cajas pensiones, 

otras instituciones financieras). 

- Abministraciones pblicas (Administraci6n del Gobierno Cen

tral, 	Gobierno Locales, Seguridad Social).
 

- Instituciones privadas sin 	fines de lucro que sirven a los 

hogares.
 

- Los hogares, incluso las enpresas privadas no financieras 

y no 	constituidas en sociedades.
 

2.2) 	Regionalizaci6n del Producto Interno Bruto.
 

2.3) 	Trimestralizaci6n del Producto Interno Bruto.
 

2.4) 	 Armoni~zci6n de los c~lculos de l-s Secciones de Cuentas, 

Balanza de Pagos, Fiscal y Monetaria. 

2.5) 	 Las cuentas para integrar el Sistema de flu.o de fondos por 

sectores institucionales de la economia nacional. 



- 19 

2.6) Nlatriz de Insumo-Producto
 

Para poder llevar a buen t~rmino las nuevas funciones ante

riormente anotadas, el personal disponible actualente en 

Secci6n de Cuentas Nacionales del Departamento de Estudiosla 

Econ6micos no es suficiente, por tener su programa de trabajo 

tradicional que se ejecuta anualmente. 

Es preciso hacer notar, que para la realizaci6n eficiente del 
pro

sugiere de ser posible, la contrataci6n de uno
 grama enunciado se 


o dos t~cnicos, aumentar la capacitaci6n del personal y mejorar 

nuestro sistema de c&iputo.
 

Adenm-s es necesario la contrataci6n de un programador y disponibi

de todo ellidad del tipo de ccnputarizado para el procesamiento 

de las encuestas y otros datosmaterial estadistico que r,.Lulte 

Nacionales, por un lapso miniexistentes en la Secci6n de Cuentas 

m de tres (3) ahos. 

necesaria la contrataci6n de asesoria t6cnica con
Tambi6n seria 


elaboraci6n de matrices de insumo-producto, en paiexperiencia en 


con fondos no reembolsables, por carecer
 ses latinoamericanos, 

la actualidad de personal capacitado en la confecci6n de tablas
 en 


Al misn-o tienpo se necesita la formaeconCicas de tal naturaleza. 

del Banco para que pueda analizar yci6n acad@ica de personal 


insumo- producto.
conformar la ratriz de 

Finalmente se necesita la elaboraci6n gradual de las cuentas de 
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producci6n de las actividades primarias, secundari-as y terciarias, 

desglosadas para el sector privado y p6blico, con el objeto de
 

disponer de informaci6n cuanto aen sus ingresos y gastos, io que 

seria un avance en la elaboraci6n de la matriz de insumn-producto
 

y consecuentemente para establecer el flujo de fondos, por sectores
 

y subsectores institucionales.
 

3) Seguimiento de la evoluci6i de la campetitividad de las exportacio

ne-s. 

Una actividad que puede ser desarrollada a travs del Departamento 

Regulador del Financiamiento Externo, el seguimiento del ccxpores 


tamiento de la copetitividad de las exportaciones.
 

Esta actividad puede desarrollarse haciendo un seguimiento de las 

operaciones reales que se derivan de la aplicaci6n de las sigjien

tes Leyes: Ley de Founto a las Exportaciones, Ley del R6gimen 

de Ir-portaci6n Temporal, Ley de Incentivos a la Industria Bananera 

y Ley Constitutiva do las zonas 
industriales de procesamiento para
 

exportaciones (ZIP); aders, se puede efectuar un seguimiento de 

las operaciones del Centro Unico de Tr~mite de las Exportaciones 

(CENTREX).
 

Para tal efecto, este Departamento cuenta 
con los registros que
 

se manejan a trav6s del Sistema de Procesamiento Electr6nico de 

Datos, pero requeriria el apoyo de personal adicional que se encar

garia de la actividad.
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El seguimiento puede hacerse trimestral o mensual, dependiendo 

de la experiencia que se adquiera en tal actividad. 

V. 	 (XINCUSICNES 

1) 	 En t~rminos generales, el Banco Central de Honduras cuJenta con 

los recursos tcnicos y humanos para efectuar el seguiidento reque

rido de las fmedidas de politica contenidas en el Programa de Refor

mas Estructurales; 

2) 	 flay, sin embargo, ciertas Areas que pueden ser fortalecidas o corm

plenmntadas con el objeto de que el Banco Central de Honduras pueda 

desarrollar rnrs apropiadamente su funci6n. 

Como ya se senal6, estas Areas serian la de Monitoreo de las Metas
 

Cuantitativas, Mejoramniento de los instruimntos macroecon6micos
 

y Seguiniento de la evoluci6n de la Competitividad de las Exporta

ciones.
 

Para tal efecto, Ias iecesidades nrs inportantes que se han detec

tado serian la de Asesoria Thcnica, dotaci6n de equipo y posible

nente, contrataci6n de pxersondl adicional; 

3) 	 Una necesidad que se manifiesta en las actividades del Banco, es
 

la de fortalecer el Sistenm de Procesamiento Flectr6nico de Datos 

con el objeto de lograr una mejor utilizaci6n de la tecnologia 

actual. Esto se traduciria en infornaci6n mas oportuna y de mejor
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calidad, que a su vez permitirla una utilizaci6n r~s anplia de 

los mulelos econc*-tricos desarrollados por la ciencia econduica. 
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I CO0S
E ST UDI1O0S E cONOm 


NTIVEL ACAD-.ICO DE- PvRSO*4AL 

OTP.OS ESTUDIOS (1)

A r- C R T A


EDUCACION UNIVERS:TARIA 


A R E A No.
 
ARADE Es:-30:0 COMP'-VT.: INCOMPLETA 

ARADE ESTUDIO COtAPL:ETA INCOM'LETA 

9 In. a r. c:i r 31
1 Econc.-Ia v -ina.-zas
C.Ienci.as .r-ccnuzias 62 

25
Economa
E2Ad-n-sraci 6:- 2:-resas 

11 

Esltadrst. Mac. 2 

'~'Z~ anZ~ -Aczur.Istrativa 

Fo i . S ener a 

(2)1180I'T 0T AL ES 


~o clue e: tctal de ersonal en v~sta cj~e existen empleados 
ba-slcarente los Tiguientes secs:2)Resu.t(1) -onitrennee. 


c-,E- .- a,- cursac estz-;ics en diferent es areas. 
- Ta U:::ia v ?rogramacion Financiera 


- Sanca Polticas -inanc,-eras
 

- Anais is -nanciero
 

-Analiae-s --PoLic-ica monetaria
 

- "rcados de cacital
 

::Z)MerC-'o 7nternaciona. y Balanlza de Pagos
 

-;nanzas Pahblicas
 

-E'.alUaC 5,, de 7:lversiones 

-Angils:s Cuan-ztativa 

-T6=cnzas de M-Lestreo y. Encuesta' 

-Progra.-aaclcn --e Cuncuntadoras e Informiatica 

-Deuda ten 

Trincegraci6n -con&mica y Tratados 
ui,16
 

Departanento de Person~al 

http:C.Ienci.as
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SUPER.LNT2'lENCIA DE B.NCOS Y SEGUROS 

NWAIEL ACADaICO DEL PERSONAL 

EDLCACIOCN MEDIA EDUCACICN UNI-PSITARLA PS,-GRA O OTROS ESTUDIOS (1) 

Area de Estudio No. Area de Estudio Comnleta Incormleta Area No. Area No. 

Contable 96 Eionoma 1.3 7 Econom!a 1 Contable 60 

Bachillerato 5 A±,6n de Ezpresas S 2 Ad6n de F7rpr. i Financiera 4; 

Secretarial Contadurfa Pdblica 13 18 - Acninistrativa 21 

.- AdrnBancaria - 1 -ys. v Mat. 25 

Infor-mitica 12 

- 2 - Seguros 18Actuara 1 

Ing. de Sistemas 1 1 - Formac.Gen. 70 

- T6nico Bancario 7 - -

TOTALS 108 41 30 	 2 251 (2)
 

(1) 	Connrenden blsicamente los sigui-entes aspectos: 
- T'cnicas de Inspecci6n Bancarias y de Seguros - Seminaries y Cursos de Informitica 

- m isis Financiero Evaluaci6n de Inversiones
 
- Actuaiizaci6n Contable - Redacci6n de Info,-nes
 
- A ditoria Adr.nistrativa y de Siste-as - T6cnicas Secretariales
 
- Relacicnes H'-nanas y Motivaci6n
 
- Reasegurnos
 

-PRrogramacidn de Ccrutadoras
 
- Direcci6n y Mandos Intermedios
 
- Polftica v Programaci6n Fi anciera
 
- Escuela Superior Bancaria
 
- Regulaci6n, Su:ervisi6n y .Admimn Bancaria 

(2) 	Resulta mayor que el total del personal en vista que existen empieados que han cursado estudios en diferentes greas. 
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functions. Tt directs and sup, rvises the correct application of all taxes
entrusted to the Directorate. It has power to sanction all infringements to
national tax laws and regulatlons, and aiso formulates recommendatLions for 
Improvin the application and fiscalizaton of tax laws. 

(ifi) General. Customs Directorate
 

The General Customs Directorate has the responsibility of controlling and 
fiscalizing customs activity. It formulates recommendations for customs 
policies, and is in charge of policy implementation and monitoring of all 
imports and exports. 

(iv) General Directorace of Public Credit 

All Ministerial functions associated to the negotiation, contracting, and
 
readjustment or rescheduling 
 of public sector loans are headed by the General 
Directorate of Public Credit. Other functions performed by this unit are
 
associated to the mechani:at lon 
 of public credit administration,

indemni fication for property expropiations, supervision of public 
 bond 
issuances, as well as the moniLoring of grants provided to Honduras by other
 
countries and International oganizations.
 

(v) General Budget Directorate 

The General Budget l)irectorate (GBD) has been assigned the responsibilities of

studying and elaborating projections of current 
 public sector revenues;
 
executing, monitoring, and eva ua tuing the 
 yearly budgets; fiscalizig

auditing the expenditures of centra1ized and (ecentralized 

and
 
public en tities;


and elaborating periodical reports of the financial 
 and e:onomlc status of the 
country. One of the principal QIC) dependencies is the Superintendency of
 
Decentralized Et ities, which 
 is entrusted with the responsibility

conducting financial and administrative analyses 

of
 
of thirty-four decentralized
 

entities In, the public sector.
 

(vi) General Treasury 

The General Treasury is in charge of public funds management, through a
central ized system for control ting revenues and expenses. This urnt 
negotiates treasury letters with the Central Bank, amortizes Internal credit 
and issues check for paying central government accounts. 

(vii) General Accounting Office 

The General Accounting Office Is estrusted with the task of administering the 
accounting functions of the cencrral goverment. Every year, this Office 
prepares a consolidated financial analysis centralof government accounts,
based on an integral balance sheet. It also approves the accounting
procedures carried out by COil dependencies, coordinates the Internal audit 
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services that function in the central government, and controls all fixed and
 
non.ixed public assets.
 

(viii) General Procurement Office 

The General Procurement Office is in charge of all funct'ons connected to the
 
procurement of material, equipment and fixed assets needed by any government
 
entity. For this, it establishes specifications for the purchase of supplies,
 
and determines procedures for cAassifying, identifying and taking care of
 
public assets. When necessary, It also supervises the sale/disposal of such
 
assets.
 

(ix) National Information Center 

The National Information Center has been assigned the function of providing 
technical services In automated data processing to all MFPC dependencies. It 
has the responsibility of planning, direct, g and controlling the use of 
peripheral data processing equipment in the Ministry. Finally, th Center 
also assists in ti e formulation of information policy and plans. 

b. ParticipaLion in Policy Analysts and Tmplementation 

The MFPC plays one of the most important roles in the implementation of the 
Economic Recovery program. Thecifically, the Ministry has been assigned the 
responsibitity of coordinating the multi-inst itutonal committees formed to 
direct execution of measures 2, 3 aad 4 (budget control); 7, 8, 9, and 23 
(customs rnd effective protection); 10 (road use fees); 11 (tax 
administraiton); and 20 and 25 (tax ratLonaliz at on). Fu\ir thermore , in 
addition to these responslbti Il tes, the MFPC parLieipates in the committees 
formed to emplement measures I (zero base budgetling); 5 (municipal taxation); 
12, 13, 14, 15, and 17 (export promotion); 18 (reduction of public sector 
preferer.:s); 19 (investment tax crelit); and 27 (renegotiation of the foreign 
debt ). 

Within the coitext of the Economic Recovery Program, several MFPC units are 
involved In tasks connected to policy analysis and implementaLtor, 
Specifically, the general Budget Directorate (GBD) has been assigned a key 
function in the analysis and implementation of measures 2a, 2b, and 2c of the 
ESF program. For this, the GBD has been given the lead role in estahl hing 
pilot budget centrol programs In the public water, electricity, and telephone 
entities aWd the national ports authority (SANAA, ENEE, IIONDUTEL, ard ENP, 
respectively). Additionally, the GBD is responsible for implementing measure 
4 of the ESF program, which enitails the elaborations of independent audits of 
decentralized public entities. 

The General Cuistoms Directorate (GCD) has been playing the principal role In 
the formulation of the new Customs Law, Customs Valuation Law ard the General 
Customs Tar iff System. These laws have already been presented to Congress, 
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and approval is expected for the month of August, 1987. More recently, the
GCD has also been elaborating the reglament to enable implementation of the new Customs Law, once it is aproved by Congress. 

Other MFPC offices have also served in the implementation of activitiesdirected to suppxrt overall implementation of the ESF program. For example,
the Technical Support Unit has performed a valuable coordinating role in theexecution and monitoring of the Development Administration Project sponsored
by USAID/Honduras. 
 It has also contributed to rationalize administrative
procedures in several MFPC dependencies, by elaboratingorganizational/funtional manuals. The National Directorate of Public Credit(NDPC) has been in charge of elaborating draft decrees, which are reviewed bythe Technical Support Unit and cleared by the Minister of Finance forpresentation to the Economic Cabinet or the Council of Ministers. Afterdecrees are approved by the Executive, the NDPC has the responsibilitymonitoring the process until the decree is evaluated 

of 
by the Central Bank and

approved by Congress. During recent years, the NDPC has played an importantrole in programming and monitorinig the use of ESF assistance provided by
USAID/Hlonduras. The General Treasury has been involved In the mechanizationof the check issuance system, and is currently involved in further improving
and refining the process. The National Information Center has(CENT) assisted
different Ministry dependencies to improve their operating performance byimplanting mechanized data processing mechanisms. These dependencies Include
the General Procurement Office and the National Directorate of Taxation. Eventhough CENT does not precisely coordinate the activities otherof dataprocessing centers In the Ministry, It provides technical support when needed. 

The most important activity performed by the General Accounting Office inrecent years has been associated to the control of national assets, in
colaborat on with the Techn cnl Support Unit. The SuperintendencyDecentralized Entitles has participated as a 

of 
member of the Tripartite

Commission to appraise the value of state owned enterprises undergoing
pri,attzatlon proceedings. 

h:.Human Resource Status 

To assess the status of human in,resources the MFPC, within the context ofpolicy analysis and implementation, the Project design team -in colaboration
with staff from the Techniical Support Unit- performed a survey in theprincipal MFPC dependencies. This survey consisted in the distribution ofquestionnaires to fifty-one selected MFPC executives and technical staff. 

As shown in Tables I through 8, results obtained from the survey reveal that
about two-thirds of MFPC personnel in analytical areas connected topolicy-making are younger than 41 years (Table 1); slightly over one half of
the personnel has been working with the Ministry for a period of less tenhan years and has less than five years performing the same functions (Tables 2 and3). In terms of educational status, only six persons reported to have either 
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M.Sc. degrees or have carried out two-year long post-graduate studies, for
periods of two or more years. Almost two-thirds of the st. If indicated to 
have diplomas of " Ppritos Mhrcanti(s" (a three-year pre-uuivetity program in
Honduras). More than one half of the MFPC's technical staff does not have a 
university degree (Table 6). WiLh respect to the specific pol icy areas In
which the Ministry's technical staff indicated to be most capable, about 
two-thirds selected fiscal policy, followed by administrative and tax policy
(Table 4). In association to the precise type of activity performed in the 
policy analysis aid Implementation process (Table 5), more than one-half of 
those interviewed indicated to carry out information collection and/or

analysis/processing activities, while much lesser 
 numbers reported to be at
 
the stage of formulating recommendations, executing policy decisions, and
 
monitoring and evaluation. Interestingly, the smallest number 
 of people

mentioned to be involved in the category of policy monitoring.
 

d. Irstitutional/Operational Problems Identified 

In the course of the intensive review, the design team conducted interviews 
with most of the principal Mtnis-ry executives and decision-makers, as well as
 
with office directors and 
 section chiefs, to obtain their insights concerning
 
the entity's Institutional and operational problems. 
 The results from these
 
interviews were complemented by responses provided 
 by si. or level analysts

and techiical staff responding to the questionnaire used i, the survey.
 
Additionally, 
 the conclusions and recommendations formulated by Development

Alternatives, Inc. 
 when evaluating the Development Administration Project, did
 
also provide useful insights Into the operation and characteristics of the
 
MFPC.
 

In general, It is considered that the MFPC -in spite of several debilitating
 
features- is one of the 
 most cohesive, technically able, and efficient
 
entities ii the 
 Honduran central government structure. With the purpose of 
focusing on areas requiring to be strenghtened or needing the implementation
of remedial measures, in order to enhance the institutional efficiency of the 
MFPC to carry oat ESF program measures, the design team identified the 
following aspects: 

(i) Organizational/AnalytLcal Deficiencies 

Only a handful of MFPC dependencies posses organizational and functional 
manuals, which clearly define 
 their Institutional responsibilities,

organizational linkages, and operating procedures. Because of this, operating
procedures tend to vary between offices in the same Ministry, there Is a lack 
of Inter-office coordination and colaboration, insufficient delegation of 
authority, and oftentimes there Is duplication of efforts and Improperly
defined responsibilities. It has been stated that -within the Ministry- each 
office tends to act as an island, and responds only to directives radiating 
from the Minister. If this occurs among offices inside the same Ministry, the 
situation is more serious when consideration is given to the relatlorships 
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between MFPC dependencies and other public sector Ministries or decentralized 
entities. 

As a result of Independent efforts carried out by office chiefs, and the lack 
of a uniform policy, a heterogeneous set of personnel management practices has 
emerged. Application of these practices has in many cases resulted in 
inadequate personnel decisions, arbitrary actions, and in some cases 
inequitable treatment of employees. Nevertheless, it is necessary to point 
out that, to date, no systematic analysis has been conducted concerning the 
status of MFPC personnel. Specifically, no office In the Ministry has 
information with respect to the aggregate number of employees, salary levels, 
educational status, training needs, and performance. It was precisely due to 
this lack of information that the design team was required to perform a survey.
 

(ii) Technical and Personnel Deficiencies 

One of the principal factors that reduce the Ministry's ability to conduct 
serious economic policy analyses is connected to the relative scarcity of 
properly trained personnel. Even though there are significant variations in 
the technical composition of different offices wi thin the Ministry, as 
observed in Table 6, the offices included in the survey have only a handful of 
individuals with post-graduate studies. This is connected to the well 
ingrained inability of public sector entities hire, train, andto retain 
qualified techitcal and administrative personnel. The factors explaining this 
situation are varied and include inadequate salary, promotion, and advancement 
policies. Reportedly, these oroblems emerge from the fact that, so far, the 
MFPC has beeo unwilling to enfor .e compliance to the Civil Service Law.
 

(iii) Iadequate Information Services
 

One of the most often mentioned problems mentioned by MFPC staff, which 
inhibits the policy analysis process, is associated to the inadequacy of 
existing information services. Complaints in this respect range from 
unavailability, to inaccuracy and untimeliness of Information required by MFPC 
policy analysts and executives. Of all the problems indicated by respondents 
to the survey, inadequate information services was considered to be the most 
critical. 

(iv) Other Aspects
 

MFPC dependencies are also Inhibited by chronic underbudgeting, which leaves 
limited resources for information collection/processing, research, training 
and observational travel. Low budgets also translate in low salaries, which 
make extremely dificult 
to retain highly qualified, trained and experienced,
 
personnel.
 

In the past, political changes have decimated the ranks of public entities 
such as the MFPC. As can be observed in Table 9, during the years 1982-83, 
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the MFPC was one of the state entities experiencing the highest number of 
personnel turnover (surpassed only by the Ministry of Health). Even tough it 
is evident that such changes have little impact upon higher level technical 

staff, they cause major changes among lower staff levels. 

e. Suggested Remedial Actions
 

The following actions are seen as necessary to remedy the problem situations 

described in Section (d) above:
 

To tackle organizational/administrattve problems, it is advised that as
 

assessment of MFPC be coniducted, to establish a mechanism for monitoring 
personnel and administrative matters. This assessment would also evaluate the 
status of the Civil Service Law, including anl analysis of its principal 
features and its Implementation, in order to determine any actions to reduce 
personnel rotation in the MFPC. 

Technical arid personnel deficiencies observed in the MFPC can only be solved 

by a combination of devoting Increased resources to training of the existing 
personnel, and providing specialized technical assistance in policy analysis 

and implementation. As presented in Table 7, few MFPC personnel are 
proficient in English. Morover, the majority prefers the provision of 
training through short courses and ohsrvational travel, rather than graduate 
programs.
 

Based on questionnaire responses in each office and advice provided by persons 

well acquainted with the Implementation of specific ESF program measures, the 

preferred areas for the provision of technical assistance and training are: 

(i) General Customs Directorate: technical level training ill 
organizations such as the UNCTAD and GATT, plus 2-4 individuals selcted to 
pursue M.Sc. degrees in international commerce; 

(it) General Directorate of Public Credit: technical assistance in the 

collection of information, negotiation, and administration of external funds; 

(iii) General Budget Directorate: technical assistance and training in 

fiscal policy, budget execution and control, zero base budgeting, cost 
accounting, statistical analysis, and Taxation. The Superintendency of 

Decentralized Entities indicated a need for technical assistance/training in : 
budget control, production and market'ng economics, financial management and 
investment programming; 

(i.) General Treasury: technical assistance and training in public finance 

and taxation and automated data processing; 

(v) General Accounting Office: technical assistance and training in public 

sector accounting, auditing of public entities, asset valuation. 
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Additionally, this MFPC dependeticy needs support for diseminaring the new 
system af nattonial asset control, by providiig short-term (two weeks) training 
to personnel in a large number of state agencies and decentralized entities;
and 

(vi) National Information Center: Technical assistance in personnel 
training and the use of modern software and hardware. 
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OFFICE 20-30 11-40 41-50 MAYOR DE 51 

CENT 

Public Credit 

Accounting 
Treasury 
Customs 

Budget 

Superintendency 

3 

1 

3 
-
1 

1 
2 

3 

1 

2 
2 
5 

6 
4 

1 

-

4 
1 
2 

5 
-

3 
1 

TOTAL 11 23 13 4 

TABLE 2 

YEARS WORKING IN THE MHCP 

OFrCE 1-5 6-10 11-15 16-20 + 20 

CENT 

Public Credit 

A,:coutitin , 
Truaisury 
Customs 

Budget 

Super i n tedency 

4 

2 
4 
-
2 

-
3 

3 
1 
3 
-
1 

4 

3 

-

1 

1 
1. 
4 

6 
-

-

-

-
-
-

1 
-

-

4 
3 
I 

1 
-

TOTAl, 15 14 12 1 q 

YEARS PERFORMING 

TABLE 3 

THE SAME OFFICE FUTNCTrIONS 

OFFICE 1-i 6-10 11-1 MAYOR DE 15 

CF"T 

Public Credit 

AccoutI ri)g 
'rreasury 
C1;tooms 
Budge t 
Su per i inLtedenricy 

1 
2 

6 
1 
6 
9 
4 

1 
-
6 
3 
1 
3 
2 

1 
-
-
-
1 
-
-

4 
-

-

T\AI 29 16 2 4 

\T
 



- -

OFFICE 


CENT 

Publiz Credit 


Accounting 
Treasury 

Customs 
Budge t 
Superfntendency 

T OTAL 


OFFICE 


CENT 

Public Credit 


A,,:coun t I rig 
Treasury 
Cu s t oms 
Budget 


Superintendency 


TOTA, 


OF~rCF 

CE *T 

Puhi !: Credit 
A,:,:oun t Irig 
Treasury 

Cu ; t o m-
Bu,d(,e t 

S iper I teide1v 

TOrAI, 
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PERSONS REPORTING COMPETENCE IN 	SPECTETC POLTCY AREAS (NO.
 

MONETARY SECTORIAL FISCAL 	 PUBLIC TAXATION ADMTNISTRATIVE OTHIER
 

CREDIT
 

- 2 1 4 3 4 
1 1 - 2 - 1 
- - 6 - 2 2 1 
- - 4 2 1 
- - 6 - 7 3 

7 12 2 3 10 
2 2 - 2 5 6 

1 10 32 7 lq 	 23 

TABLE 5
 

PERSONS REPORTING ACTIVITY
 

COLLECTION OF INFORMATION PROC./ FORMUTLATION OF EXEC. MONITORTNg & 
INFORMATION ANALYSIS RECOMfENDATIONS EVALUIATION 

1 I 
1 2 2 2 1 

9 7 4 2 
2 4 
6 7 5 1 4 
10 11 	 10 8 7 
- - -

29 31 	 17 1q 14
 

TABLE 6
 
EDTICATIONAL STATUS OF MHCP PERSONNEL 

IHIGH TEACHER'S COMMERCIAL VOCATIONAL UNIV. TNTV. GRADUATE 
SCHOOL SCHOOL DEGREE TRATNINC STUDY DFGREE DEGREE 

3 l 3 - 3 1 
2 .- 1 1 
- 11 1 3 

- -

1 6 - 2 4 3 
3 - 9 - 4 7 1 
2 - 4 - 6- 

11 	 37 1 13 22 6 

12 
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TABLE 7
 

ENGLISH PROFICIENCY OF MHPC PERSONNEL (NO. OF PERSONS)
 

OFFICE SPEAKS READ WRITE UNDERSTAND 

CENT 

Public Credit 
1 

1 
4 

2 
2 
1 

3 

1 
Accounting - 2 - 1 
Treasury - _ _ 
Customs 1 1 1 3 
Budget 1 2 2 1 
Superintendency 1 3 1 4 

TOTAl, 5 14 7 14 

TABLE A 
PREFERED TRAINING SIUCGESTED 

OFFICE SHORT COURSES OBSERVATIONAL M.S. PH.D. 
AND SEMINARS TRIPS PROGRAMS PROGRAMS 

CENT 
Publfc Crelft 
Ac,:ounting 
Treasury 

40 

6 
56 
26 

24 

4 
46 
20 

8 

10 

i0 
i 

.2 

0 
0 
0 

Customs 

Budget 

Superintendency 

68 

108 

42 

39 

76 

24 

18 
23 

46 

7 
8 

3 

TOTAL, 346 233 125 20 



TABLE Q 
COH PFRS09N'. (HANCTS (1982 AD 19A3) 

EMPLOYEES NATIMAL PrTRLTr TOUR TSM Fer0Nn " TKA;Cr & LABOR 7oPvy JIVSTI rr rpANSPoP7 PLA"INr 0--R TOTAL 
RESrrR.F.S FFALTP & r1IL1TRE PInT.TC rRF7DT AFFATRS 

Fired w/ compensation 
Fired w/o compensation 
Promoted 
Transfered 

1 
175 
13. 

11 
109 
240 
114 

-
179 
53 
-

14? 
42 

-

25A 
49? 
300 

2p 

-
47 
47 
20 

1 
23 
Q 

10 

7 
55 
46 
17 

-Q 

-6 

-
-

37 
2 

-

-Oq 

-15 

3M 
,1 

Temporary 

Hired 

Discharged for disability 

42 

-

-

192 

855 

4 

-

98 

-

-

157 
-

756 

-

-

146 

I 

46 

-

7 

137 
-

1 

31 
24? 

2,-29 

Discharged due 

Retired 

Resigned 

Leave w/o pay 
Leave w/ pay 

Rehired 

to death -

-
-

-
-

15 

19 

407 

104 
21 

51 

-

-
54 

-
-

-

-

I 
2Q 

II 
4 

14 

-

-
66 

-
-

50 

4 

34 

12 
-

20 

-

-1 

5 

-

-

2 

54 

6 
4 

10 

-

-

-

I 

37 

12 
3 

9 -1 

22 

25 

P69r 

1!5 
.47 

TOTAL 366 2,142 384 404 1,010 33" 94 34A - 151 1 

Fired w/ compensation 

Fired w/o compensation 
Proroted 
Transfered 

-

-
-
-

-

113 

152 
16 

-

18 

13 
1 

96 

31 

14 
-

-

120 
128 
17 

-

16 

44 
5 

I 

6 

16 
6 

56 

78 
15 

-

-

-

-

1 
5 

19 
2 

-

-

-

-

98 

365 

464 
62 

Temporary 

Hired 
Discharged for disability 

Discharged due to death 

Retired 

Resigned 

-

-
-

-

-

-

104 
580 

2 

14 
10 

138 

-

56 
-

-

33 

-

42 
I 

-

1 

20 

-

280 
-
1 
-

80 

-

148 
I 

-1 

2 

56 

21 

-

7 

-

4 

159 

2 

--

67 

-

-

-
-

-

-10 

25 
-
1 
-

19 

-

-
-

-

-

1.311 
4 

19 
13 

420 
Leave w/o pay
Leave w/ pay 
Rehired 

-
-
-

ill 
9 

159 -

9 
6 
5 

-
-
36 

17 
--
12 

-

-

6 
0 
30 

-
-
-

9 
1 
6 

-
-
-

152 
26 

24,8 

TOTAL - 1.40 121 757 302 57 427 - 8 - - . 

0 Z 

o i 

NJ 
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EXHIBIT F 

ESTIMATED TECHNICAL
 
ASSISTANCE REQUIREMENT
 

Public Sector Component (*)
 

PE.5 ON MONTHS
 

ACTIVITY SHORT-TERM LONG-TERM 

1. Foreign Trade and Customs 12 24 
Administration 

2. Decentralized Instituttons 12
 

Rationalization
 

3. Statistical and Information Base 10 24 

4. Macro and Sectoral Economic Analysis 16 36 

5. Foreign Trade and Tax Regimes 12 

6. Reduction in Public Sector Preferences/ 5
 
Investment Rationalization
 

7. Investment Policy 5 

8. Economic Analysis of Public Sector 6 -


Investments
 

9. Agricultural Polices 16 36
 

10. Other Not here classified 6 
(e.g. Public Utility Pricing, 10- 120
 
Social Security System) 

(*) Based on estimates of level of effort required for each activity 
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ANNEX II
 

EXHIBIT G 
Page 2 of 12
 

1988 INCOME/EXPENSES SUMMARY AID COHEP TOTAL 

INCOME 

Membership Dues $0.00 $100,000.00 $100,000.00 
Services $0.00 $372.60 $372.60 
Conference Fees $0.00 $3,000.00 $3,000.00 
Donations $0.00 $0.00 $0.00 
AID Contribution $1,424,362.91 $0.00 $1,424,362.91 

Total Income $1,424,362.91 $103,372.60 $1,527,735.51 

EXPENSES 

Policy/Economic Studies $232,508.15 $7,959.32 $240,467.47 
Policy Dialogue/Government Rel $373,315.56 $21,938.97 $395,254.53 
I.titutional Consolidation $343,740.89 $43,398.67 $387,139.56 
Staff Support $100,788.00 $19,000.00 $119,788.00 
Externa) TA $221,400.00 $0.00 $221,400.00 

Total Expenses $1,271,752.60 $92,296.96 $1,364,049.56 

Contingency @ 12% $152,610.31 $11,075.64 $163,685.95 

Total Expenses $1,424,362.91 $103,372.60 $1,527,735.51 



ANNEX II 
EXHIBIT G 
Page 3 of 12 

1989 INCOME/EXPENSES SUMMARY AID COHEP TOTAL 

INCOME 

Membership Dues $0.00 $100,000.00 $100,000.00 
Services $0.00 $5,000.00 $5,000.00 
Conferences Fees $0.00 $5,000.00 $5,000.00 
Donations $0.00 $10,000.00 $10,000.00 
Misc Income $0.00 $37.00 $37.00 
AID Contribution $1,147,523.51 $0.00 $1,147,523.51 

Total Income $1,147,523.51 $120,037.00 $1,267,560.51 

EXPENSES 

Policy/Economis Studies $208,594.57 $23,897.78 $232,492.35 
Policy Dialogue/Govt Relations $232,900.33 $15,061.18 $247,961.51 
Institutional Consolidation $311,299.76 $47,217.12 $358,516.88 
Staff Support $39,309.90 $21,000.00 $60,309.90 
External TA $232,470.00 $0.00 $232,470.00 

Subtotal Expenses $1,024,574.56 $107,176.08 $1,131,750.64 

Continqency @ 12% $122,948.95 $12,861.13 $135,810.08 

Total Expenses $1,147,523.51 $120,037.21 $1,267,560.72 

N'
 



ANNEX II 

EXHIBIT G 
1990 INCOME/EXPENSE SUMMARY AID COHEP TOTAL Page 4 of 12 

-------- -------- ---- -------

INCOME 

Membership Dues 
Services 
Conference Fees 
Donations 
Misc Income 

$0.00 
$0.00 
$0.00 
$0.00 
$0.00 

$100,000.00 
$15,000.00 
$30,000.00 
$35,000.00 

$97.00 

$100,000.00 
$15,000.00 
$30,000.00 
$35,000.00 

$97.00 
AID Contribution $1,104,314.67 $0.00 $1,104,314.67 

Total Income $1,104,314.67 $180,097.00 $1,284,411.67 

EXPENSES 

Policy/Economic Studies 
Policy Dialogue/Govt Relations 
Institulonal Consolidation 
Staff Support 
External TA 

$155,867.97 
$247,849.03 
$244,202.84 
$40,325.40 

$297,750.00 

$41,409.64 
$42,179.56 
$54,211.70 
$23,000.00 

$0.00 

$197,277.61 
$290,028.59 
$298,414.54 
$63,321.40 

$297,750.00 

Subtotal Expenses $985,995.24 $160,800.90 $1,146,796.14 

Contingency 12% $118,319.43 $19,296.11 $137,615.54 

Total Expenses $1,104,314.67 $180,097.01 $1,284,411.68 
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EXHIBIT C 
Page 5 of 12
 

1991 INCOME/EXPENSE SUMMARY AID COHEP TOTAL 

INCOME 

Membership Dues $0.00 $100,000.00 $100,000.00 
Services $0.00 $20,000.00 $20,000.00 
Conference Fees 
Donations 

$0.00 
$0.00 

$22,000.00 
$40,000.00 

$22,000.00 
$40,000.00 

Misc. Income 0 426.34 426.34 
AID Contribution $635,439.01 $0.00 $635,439.01 

Total Income $635,439.01 $182,426.34 $817,865.35 

EXPENSES 

Policy/Economic Studies $126,742.01 $55,396.90 $182,138.91 
Policy Dialogue/Govt relations $156,162.62 $22,262.86 $178,425.48 
Instituional Consolidation $242,959.97 $60,220.90 $303,180.87 
Staff Support $41,491.66 $25,000.00 $66,491.66 
External TA $0.00 $0.00 $0.00 

Subtotal Expenses $567,356.26 $162,880.66 $730,236.92 

Contingency @ 12% $68,082.75 $19,545.68 $8/,628.43 

Total Expenses $635,439.01 $182,426.34 $817,865.35 
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Page 6 of 12
 

1992 INCOME/EXPENSES SUMMARY 
---------------------

INCOME 

Membership Dues $0.00 $100,000.00 $100,000.00 
Services $0.00 $30,000.00 $30,000.00 
Conference Fees $0.00 $55,000.00 $55,000.00 
Dona'ions 
misc. Income 

$0.00 
$0.00 

$55,000.00 
$5,875.83 

$55,000.00 
$5,875.83 

AID Contribution $662,477.18 $0.00 $662,477.18 

Total Income $662,477.18 $245,875.83 $908,353.01 

EXPENSES 

Policy/Economic Studies $102,221.72 $63,502.85 $165,724.57 
Policy dialogue/Govt Relations 
Institutional Consolidation 

$176,778.36 
$212,681.6I 

$57,560.00 
$68,469.14 

$234,338.36 
$281,150.30 

Staff Support $39,816.24 $30,000.00 $69,816.24 
External TA $60,000.00 $0.00 $60,000.00 

Total Expenses 3591,497.48 $219,531.99 $811,029.47 

Contingency @ 12% $70,979.70 $26,343.84 $97,323.54 

Total 1992 $662,477.18 $245,875.83 $908,353.01 

\K
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Page 7 of 12
 

ILLUSTRATIVE 1993 BUDGET
 

INCOME 

Membership Dues 
Services 
Conference Fees 
Donations 
Misc. Income 
Capital Fund(interest income) 

$250,000.00 
$50,000,00 
$35,000.00 
$50,000.00 
$10,000.00 

$250,000.00 

Total Income $645,000.00 

EXPENSES 

Policy/Economic Studies 
Policy Dialogue/Govt Relations 
Institutional Consolidation 
Staff Support 

Activities 
-----------------

$62,268.00 
$9,306.00 

$51,228.00 
$0.00 

Salaries Subtotal 
--------- --------
$111,738.00 $174,006.00 
$157,733.00 $167,039.00 
$173,645.00 $224,873.00 
$74,000.00 $0.00 

Subtotal 
Contingency @ 5X 

$122,802.00 
$6,140.10 

$517,116.00 $639,91B.00 
$25,855.80 $31,995.90 

Totals $128,942.10 $542,971.80 $671,913.90 
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COHEP PROJECT 
Basic Costs YearI 
Inflation 51each yrhereafter 
............................................................................ 

SALARIES I WASES 

Executive Director 147,775.00 L 7350/.3 All salaries 13months to 
Econn istPhD 147,775.00 L 7350/mo include 'aguinaldo' 
Public Relations MA 140,950.00 L 6300/mo 
Organization Specialist MA 140,950.00 L 6300/ao 
Lobbyist MA 134,125.00 L 5250/mo 
Accountant/Auditor 14,725.00 L 3150/o) one wi/o 
Reiearcn Assistants 1.) $40,950.00 L 3150/o 
Eiecucive Secretary 110,237.50 L 1575/mo 
Senior Secretaries 113,650.00 L2 # 1050/mo 
Junior Secretary 15,460.00 L 840/mo 
Typists (2) 16,825.00 L 525/mo 
Messengers (2) $4,035.00 L 315/mo 

Subtotal Wages Unloaded 1297,517.50 suototal salaries & wages 

Social Security $8,640.00 L600 %16people x 7.51 x 12mo iBenefits comlined 
Severance Pay 124,793.1. Onemolemployee (approximate 16.621 and 
INFOP 12,975.18 Itsalaries (are calculated as such inI 
Vacaciones/Temp Assist 13.731.59 318727/260 x 12 (5-year project budget 

Subtotal Wages 1347,657.38 

OFFICE SPACE 

Office Spzce Rental 127,000.00 
Office Supplies 19,000.00 LlOO/pers/mo i Ipers x 12mo 
Phone 119,038.00 Sixtimes current expense 
Postage 12,400.00 1200/month 

Subtotal Office Space 157,420.00 

PUBLICATIONS 

Monthly Newsletter 14,722.00 Bpp,2fotos,100cc4L787 x !2 
$180.00 Postage tooutside Jeguc 

Subtotal Newsletter 14,902.00 

Contract Studies (3) 123,625.00 9pmprof L5250 
1420.00 1.5pmsecy L40 

16,540.00 1000cc(40pp)@ 14.36/copy n 3 
1300.00 postage tooutside reguc 

Subtotal Contract Studies 130,885.00 

Leoal Analyses 14 116,000.00 4 prof pvks @ L200/hr 
1420.00 Onepmsecy L840 

$1,200.00 oeroolpp 1 .10i 500cc x4 
1400.00 postage foroutside leguc 

Subtotal Legal Analyses $18,020.00 
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S53,807.00
 costs associated with lunches
 covers
Subtotal St(COTIEP L21 11 5,oir s 
L 

and drlnK5. 

COFEElCES
hEET1HSI 

n L 15 ItO f 
,80.00 


-...------
 emOt?
Orink O I 151945.00
honthly board Meeting 

$2825.00
 
Subtotal eonthly board Atiq 


50peoole
Lunch 11 
$1,575.00 
 I 10.5ns787.50 trl M 50 people 
1450.00 Cale L1 50 peOple 20ay

12,075.00 1 in-house stuOy IeroV 
Sother2 coret Contract St) 

14,881.50
Subtotal 5eminarS 


LunCh L21,35 people
11,470.00 

1735.00 Drink, LI0.5 12 peopl
 

Congrtssonal Lunches (4) 

Bocas
%200.00 


subtotal congress lunches
 
12,405.00
Lunches 


Subtotal 


110,P.t
Subtotal LuncnesiStuinars 


c pay ovn2 tavel,
AnnualAsOuepa qu

j000bocalhr=L425i2hr8
11,850.00 
 200 people,3drjn~s,L
12,400.00
(200,
Opening Cocktail 


cocktail
sublotal openling
$4,250.00 


2 Op
app,,eat,vege,oesa
 
1,200.00 

$3,500.00 


drinks 200,U,2011n11
OpenDng Dinner 200) 


n
ootnln
subtotal
14,700.00 


eo
2days,21day.....
obe P0
C re a s I c1 11,462.50r0) 3
,150 p opI e
2day ,L2
5,15.0 0 

lu 


Lunch
 

$15,587.50
 

Subtotl Food
 

$3,000.00
 
HpoAdyl j%(pSIe
Publicity tree
 
04 prO),4days;Ites,lliPs 


AVE~i$elt10.00 

AY EquIPAent Assuc:COVEPtiec,'2sr,2tyP,2IsI
 

01COHEP st lOOays,5nr,l.!
hO' '
 SecretatleslSuppOrh t
days 2tYP,4
 

01 a S t 4hot 

Subtotal Secy SupporO
 

AnnualReport check price
 r500.00 


his(.
Chamoer RepOrS cheCk priCe
 
$500.00
1000.00 


$200.00 Fnal Assembly Report 
1200.00 Conmite"ncPacket
 

1400.00
 

http:AVE~i$elt10.00
http:3,000.00
http:15,587.50
http:11,462.50
http:14,700.00
http:3,500.00
http:1,200.00
http:4,250.00
http:12,400.00
http:11,850.00
http:12,405.00
http:11,470.00
http:14,881.50
http:12,075.00
http:ns787.50
http:1,575.00
http:S53,807.00
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Subtotal Materials 13,600.00
 

Subtotal Annual Asceabl 
 $23,787.c0
 

PS Conference (3days,2!0 partj (COHEP covers costs associated with drinks, et.al.)
 
Opening Cocktail (300) Il,775.00 l000bocajhr=L925xhri3qu&t/12 

13,EO0.CO 300 pe'ple,3driik%,L8 

16,275.00 suototal opening cocktail 

aPenn 0 Dinner (200) 
 IS-,3.00 
 aP.IaeaI.veqe,dess,tai,3Opeop
 

$lS00.00 
 diinis 200,L6,.drinks
 

17,050.00 
 suototal Openinq dinner 
Coffee Breaks (250) 
 12,437.1 3days,2/day,L3.25,250 peop
 

Lunch 
 15,7.0.00 2daysL23,250 people
 
12,450.00 !dav.L:3,2O0 oeople
 

Subtotal Food 
 125,062.'0
 

Publicity 
 1162.00 nevspaper fullpage 3 days
 
172.00 
 newspoer half page,2davs

190.00 
 tv15seconds 3 days
 

Subtotal Publicit, 
 13,000.00
 

AV Equipeent 
 130.00 OH proj,4days;xtkes, flips
free
 

Secretaries/Support 

Assum:COHEPezec,2sr,2typ,2mes
 

11,012.0 
 OT COHEP stf 10days,5rs,l.5
 
1397.!0 
 !days Ityp,Shost,
 
11.16.!s 01 5da~s,5rcrs, I.!,3yp,5host 

SuItotal Secy support S1,766.:
 

Materials 
 $6,000.00 
 Stuozen CA/SA role ps dey

10.00 Crmoarative study, lpm,zertrav
 

12,000.00 
 Other maceral s,copite,distrib
12,000.Ou Final Conference Report
 
1400.00 
 Conlerece Packet
 

Subtotal Materials 
 110,400.00
 
Travel
 
Airfares
 

1695.00 
 1rGuatemaia
 
1615.00 RTE: Salvador 

11,815.00 5 FTPanama 
$l,0:1.00 ! RI Costa R:.:a 
14,0a.o0 
 5RIColoAoIJ
 
14,085.00 
 5 RT Venezuela
 
$t,00.00 
 2 RI USA oartic 

I4,1l0.00 Subtotal airfares 

Per iei 1:3,800.00 
 PO :0 Latins 5 days
 
11,3 0 
 1023OSPartic ! days
 

http:1:3,800.00
http:I4,1l0.00
http:14,085.00
http:14,0a.o0
http:l,0:1.00
http:11,815.00
http:110,400.00
http:12,000.Ou
http:12,000.00
http:6,000.00
http:13,000.00
http:12,450.00
http:15,7.0.00
http:17,050.00
http:IS-,3.00
http:23,787.c0
http:13,600.00
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Subtotal PerDiem
$15,180.00 


SG568.75

Subtotal Ps Conference 


1103,463.75
Subtotal meetings & Con, 


PUBLIC RELATIONS
 

Treed EductioflAl CAmpaiq,$
 
150,000.00 Private,pub, untv,labor,JA
 

ORGANIZATIONIEMBERSH[P DRIVE
 

125,C00.00 	 IembtrSnlp Drive
 

Grants to 6remliles
t0,00O.O0 

Training, Commod, Mtgsetc 

MeersnipSubtototla
175,000.00 


120,000.00
TRAINING 


EITERNAL TECHNICAL ASSISTANCE
 

USAID Project Officer 145,000.00 30000 x 1.5.euitiplier
 

Fully loaded I 14,7001o
$116,400.00
Long-Term Advisor 


6dlywk/4wV/A-,oEconomctis 122,280.00 5 pm at 269/day,' 

at 175 ultilier.sfE,490.00 


7 RI
 

11,040.Ov PerDiem
 
$4,200.00 Airliare$ 


ST TA
Subtotal Economilst
1104,010.00 

%38,736.00 6 ps I 263iday,6dyvk,4 Vk/mo
organization/Process 


A171
ultiplier
i 7,7 .00 


14,8,0.00 Airlares B 9T
 

$12,:'5.00 FerDiem
 

Subtotal Organ zationlProcess
1124,572.00 


4 pmI 175/day,6d1y/vk,4vkl&o116,800.00
Conterence/Meetings 
 1751
129,400.00 bultiplier 1 


$3,600.00 Airfares 6 RT 600
 

$10,304.00 PerDiem
 

$60,104.00 	 Subtotal Conference MssistAnce 

4pm I 269/dIy125.824.00
Public Relations 

$45,192.00 multiplier f1.75 1
 

13,E00.00 Airlifts 6RT
 

http:13,E00.00
http:45,192.00
http:125.824.00
http:60,104.00
http:10,304.00
http:3,600.00
http:129,400.00
http:116,800.00
http:1124,572.00
http:12,:'5.00
http:14,8,0.00
http:38,736.00
http:1104,010.00
http:4,200.00
http:11,040.Ov
http:sfE,490.00
http:122,280.00
http:116,400.00
http:145,000.00
http:120,000.00
http:175,000.00
http:t0,00O.O0
http:125,C00.00
http:150,000.00
http:1103,463.75
http:SG568.75
http:15,180.00
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110,304.00 Per Diem 

184,920.00 Subtotal Public Relations 

Subtotal Etternal TA 1595,00G.0 

CONMODITIES 

Furniture 13,500.00 

12,100.00 
12,125.00 
15,625.00 
$42,000.00 
1S,000.00 
1:,000.00 

[0Profess.nal Oesks @ L700 
7 Secretary desks #L 600 
17chairs @ L 250 
5 IBM Typevriters # L 2240 
3 181Coputers @L 8000 
1 zeru)%machine 
Miscsupplies 

Subtotal Coamooities $62,C0.00 Subtotal Office furniture 
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28 / Jul. / 87.LISTA DE ORGANIZACIONES AFILIADAS Al. "COHEP". 

1. 	 ASOCIACION NACIONAL DE INDUSTRIALES (ANDI) 

pt, du;;c nto : P.M. lHector Bulino:. 

'r,i: 3l--32)20 - 32-2221 - 32-1731 -Ofc.Bul.neo 22-0510 

EdIt 	. I,a Intrlilneri C.n !)to.' I)o.
 

nIIl V,-I rlo-azn . TEGUCIGAIPA.
r 

2. 	 ASOCIACION I)E EMPRESAS PESQUERAS DE, MAR 

Rt.pvoi.,n nt I it l'1eqni: i aI I ,i,-. Orlando G~mez Cisneros.i en 

Edi f. 1. ;.1'. 2(d Pl.;n Ne. 201
 
l I' . ,I ( InI' C~1li ' I
 

T ( .w: j (+I I |),i. 

3. 	 ASOCIACION DE EXPORTADORES DE CAFE DE HONDURAS
 

P roeidento : I, Pc . Osnond maduro .
 

Aprtado No. 213 Tel: 32-6548.
 

l'eguc iga 1 p . 

4. ASOCIACION DE PIOI)UCTORES DE AZUCAR DE HONDURAS 

Presjdent,': l,ic. Gi.lberto (;o .tI n 

Apcirt ,lid No. 1,11
 

T'1~":'- gq I pa. Tc: 32-3334
 

5. 	 ASO IACION D)E PROJ'IETARIOS DE FARMACIAS 

Dra. Laura V.1fil de MirandaPr,.sidon te: 

Farmac:ili V16fil 9a. Callte, 6 y 7 Avenida. Tel: 22-9033
 

C0ouhlyltj, l.2 •
 

6. 	 ASOCIACION DE TOSTAIX)RES DE CAFE DE HONDURAS 

PIro;idonto: Sr. 	 Miguel Oscar Kafatti 

o. P i:no No. 603
 

T'.i'gi:i i )O. '1,i: 22-16 11
 
Edifirit rlidido e ;oto 

IIONIURERA DE COMPARIAS Y REPRESENTANTES NAVIEROSI. 	 ASOCIACION 
Pr:;oident.: Lic . Lnsandrno V.ores Guitlen
 

Ed f ici o AlII'ROCAVE, Colonia Larti
 

Apartaid(o 142-C. 
 .el:32-234 - 32-5001 - 32-2568 

I ;IEIIA: I, IC. NUVIA TAIVI'INEi.Z Tel: 32-8930/8926. 

8. 	 ASOCIACION IlONI)UIRElqA DE I)ISTRIBUIIXORES DE VEIIICULOS (AnDIVA). 

['r.s i den te: Ep;am i nonda- Moa r i n kv!; 

so(c l't1." iri}: Sr. "r-i lw i 's('O Ca ,t-

Edit i io ('1. [3a:ja) Apalrtadco No. 1160 Tel: 33-4355I4IInerrl 

COMAY AG U LA.
 

9. 	 ASOCIACION I;ON)UREI A DE INSTITUCIONES BANCARIAS (AIIIBA) 
6
 

Preo:;id,' jL,(.: Ge nor ,l O.waldo 
1, pe z Arelllano
 

E[diiuie) BANCAIISA - 'V Piso
 

'l l: 33 2/! ' (lRe i ni t;a)
 

10. 	ASOC[ACION I1;NIUREAA DE PROI)UCTORES DE CAFE (AIIPROCAFE) 

Prc:;idvont:: Sr. Catarino Montoya
 

Edtfif-,o Ahiprocaf6 Colonia Lara Apdo. No. 959.
 
L*I 	2 220/1 

it. 	ASOCIAION NACIONAL DE AVICULTORES DE HONDURAS (ANAVIH)
 

Presidente: Sr. Pompeyo Bonilla Reyes
 

Apartado No. T-152 Tegucigalpa. Tel.: 22-8480
 

COMAYAGIEILA.
 

12. 	ASOCIACION NACIONA!, DE EMPACADORAS DE CARNE (ANEDEC)
 

Presidente: P.M. Arimnndo Erazo 
Guzman. Tel: 32-5231.Rll)oresenlante: Sra. Gloria Erazo de 


III Nivol de Plaza Miraflores. Tegucigalpa.
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13. 	ASOCIACION NACIONAL DE EXPORTADORES DE HONDURAS (ANEXHON)
 
Presidentez Dr. Richard Zablah Tel: 33-1368/1369
 
Nacional de Envases Apdo. No. 11 Comayaguela.
 

14. 	ASOCIACION NACIONAL DE LA MEDIANA Y PEQUERA INDUSTRIA (ANMPI)
 
Presidente: Sr. Ramon Argueta
 
Apdo. No. 692 . Tel: 32-5767.
 
Tegucigalpa.
 

15. 	ASOCIACION NACIONAL DE MOLINEPROS 
DE HONDURAS
 
Representante/ Sr. Jos6 Adrian Velisquez
 
Beneficio Cielito Lindo. Col. Santa F6. 
Tel:. 22-6177
 
Comayaguela.
 

16. 	ASOCIACION DE MADEROS DE HONDURAS (AMADHO).
 
Presidente: !,ic. Manuel Zelaya Rosales
 
Edificio Centroam6rica
 
Tel: ------------- Boul. Miraflores
 
Tegucigalpa.
 

17. 	CAMARA DE COMERCIO E INDUSTRIAS DE ATLANTIDA.
 
Presidente: Miguel Kawas
 
Edificio Atl~ntida 20 Piso Ave. La Rep6blica Fte. al Parque
 
Central LA CEIBA, ATLANTIDA.
 
Tel: 42-0069 (en la Ferreteria 42-2283/2417.
 

18 	 CAMARA DE COMERCIO E INDUSTRIAS DE CORTES.
 
Presidente: Ing. Felipe Arguello Carazo
 
Apartado No. 14 Son Pedro Sula.
 
Tel: 53-2490 52-5840/6207.
 
SAN PEDRO SULA.
 

19. 	CAMARA DE COMERCIO HONDURERO - AMERICANA
 
Presidente: Sr. Eduardo Arag6n Tel: 32-7043/32-3191
 
Tegucigalpa,D.C.
 

20. 	CAMARA DE REPRESENTANTES DE CASAS NACIONALES Y EXTRANJERAS
 
Presidente: Sr. Raul Torres Lazo Tel: 22-8210/8433.
 
Salida carr. del norte (DERIVADOS DE MAIZ Apartado 240 COMAYAGUEL
 

21. 	CAMARA DE TURISMO DE HONDURAS 22. CAMARA DE COMRCIO E IND.DE
 
Presidente: 	Sr. Alberto Galeano Presidente: Lic. Jos6 I.a 

-----------------------------. tancourt. Tel: 32-1082./8.
 
Ofc. Su Venta: 32-1586.
 

23. CAIARA HONDURE&A DE ASnCIACIONES DE AHORRO Y PRESTAMO (CAHDEAP) 
Pre3idente: Ing. Vicente Williams A. 
Bco. Centroamericano/Edif. Larach . Tel; 22-4822. 
Tegucigalpa.
 

2V. CAMARA HONDURENA DE LA INDUSTRIA DE LA CONSTRUCCION (CHICO) 
Presidente: Ing. Crist6bal Sierra 
Secretario: Lic. Francisco Membrefio Tel: 32-1756 
Edif. Simon. Fte. Quimicas Dinant 
Tegucigalna.
 

2,6. 	 FEDERACION NACIONAI, DE AGENTES ADUANALES DE HONDURAS (FENADUANAH)
 
Presidente: Sr. Gilberto Diaz del Valle
 
Edificio FENADUANAI, Cont. Clinicas Viera
 
Tegucigalpa,D.C. Tel: 22-3201/5993/5440
 

26. FEDERACION NACIONAL DE AGRICULTORES Y GANADEROS DE HONDURAS
 
(FENAG!)
 

Presidentes Sr. Miguel Angel Garcia Tel: 53-3342 SAN
 
PEDRO SULA.. CAMPO AGAS.
 

2 -. 	 FUNDACION PARA LA INVESTIGACION Y EL DESARROLLO EMPRESARIAL 
(FIDE) Apdo. 1 2029 Tegucigalpa. Tel, 32-9345/32-0568. 
Presidente, DR. RICHARD ZAJLAH 
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2F. 	GERENTES Y EMPRESARIOS ASOCIADOS DE HONDURAS (GEMAH)
 

Lic. Ren6 martlnez
Presidente: 


Teofilo Castillo - Director Ejecutiv,.
Sr. 

Tel: en Tegucigalpa 32--1200 - 33-2364. 33-8097 Sr. Carlos 

Avila. 

Farriacia Nayo 20 Piso
 

El Prado. COMAYAGUELA.
 

29. 	 ASOCIACION DE FABRICANTES DE PRODUCTOS FARMACEUTICOS DE 

H1ONDUILS (ANAPROHFAR) 

Sr. Elias Isfura Tel: 22-8866/33-1758
 

Sucretario: Sr. Jes6s 

Presidente: 


Dario Colindres.
 

Farmacia Karnel. 
Tegucigalpa.
 

EN THAMITE D-, AFITACIONASOCIACONES 

(CIIEC)1. 	 CAMARA IIONI)URERA DE EMP'IESAS DE CONSULTORIA 

Presidente: Preo;sidente: Mauro Membrelo Tosta. 

Apertado No. 206-C.
 
Tel : . . .
 . . 

To(uc i galpa. 

2. 	 ASOCIACION IIONI)UREA DE CAOEROS INDEPENDIENTES 

Pro:; idezi . : Inq. Fuad C. Abufel] S. 

Ap;rtado Nn. 1146.-


Tet: 54-1326 /51-4358
 

SAN 	 PEI)RO SiiA. 

ASE1SOR PARA El. !)ESARROIIO DE IRECURSOS IIUMANOS DE
3. 	 ('ENTRO 

HONDURAS (CADI)E Il 

Di r ct(t- Ejeo it iv-: I,'(. Fic io Castillo Callejas
 

Tel: 22-5181 / 22-2283
 

Edif. Quinchon 1,00.n 'to. Pi'so
 

Teguciga 1pa.
 

4. 	 ASOCIACION NACIOrOi, l)E IMPORTAI)ORES Y COMERCIANTES DE TEXTILES 

Enri que-zPresie(hnte: Sr. 'olio Ce.;sir 

Tel: 22-1149
 

Of :. . t ito r ,f,
 

Coiny,jpU,, la.
 

5. 	 ASOCIACION 1.I)NI)UIZIEA DE INEAS AEREAS 

Prcside!nte: Sr. Victor Manuel Castro Ch. 

Tegucigalpa. 

6. 	 ASOCIACION I)E DISTRIBUIDORES, IMPORTADORES Y VENDEDORES 

D PRODUCTOS AGROPIECUI'RIOS. 

C.H. EYL. Tegucigalp.. 



ANNEX II 
EXHIBIT I
 

Page 1 of 2
 

PROJECT IMPLEMENTATION PLAN
 
Year One *
 

I. Public Sector Component
 

Activity Target Date
 

- PROAC Signed August 1987 

- PIL No. 1 Issued September 1987 

- COl Project Committee Established September 1987 

- RFP for Technical Assistance Issued September 1987 
- Project Liaison Officer Contracted September 1987 
- Agricultural Project Liaison Officer 

Search Initlatel September 1987 
- Ag. Liaison Officer Contracted October-November 1987 

- RFP for Training Contractor Issued October 1987 

- Initial Buy-in to S&T Ag. Policy Project October 1987 

- Short-Term Technical Assistance on Select 
Issues Contracted October 1987** 

- Begin Identification of Trainees October 1987 
-. Trainees for First Academic Vear Selected January 1997 

- Institutional Contractor Selected January 1987 

-. Institutional Contractor Contracted March 1988 

-Training Contract Signed April 1988 

- Chief of Party Arrives in Country April 1988 

--Short-Term Assistance in Place for Selected 
Activities May 1988 

. Long-Term Technical Assistance in Place 
for Selected Activities June 1988 

- Trainees Begin Engl fsh Language Training June 1988 

- Trainees Begin Academic Year August 1988 

* The Implementation Plan will be updated on a bi-annual basis. 

•* Short-term TA outside Institutional contract will be procured primarily 

during first year, particularly before procurement of institutional
 
contractor.
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IT. Private Sector Component
 

- Cooperative Agreement Signed September 1987
 

- RFP for Institutional Contractor
 
Issued and/or Search for PSC Initiated September 1987
 

-Project Officer Contracted (three month
 
A.I.D. Contract) September 1987 

-Conditions Precedent Met October 1987 
-Short-Term Institutional Assistance 
Contracted Through TQC October 1987 

- Public Opinion Poll Contracted and 
Carried Out October 1987 

- Long-term Advisor Contracted (if PSC) October 1987 
- First Economic Policy Issue Selected October 1987 
- Chief Economist Contracted by COHEP November 1987 
- Org. Committee Established on 1988 Private 
Sector Conference November 1987 

- Public Relations Director Contracted November 1987 
- Fund Raising Strategy and Program Developed/ 
Endowment M.O.U. Signed November 1987 

- First Economic Policy Study Completed December 1987 
- Workshop to Disseminate Findings of 

First Study and Gallup Poll January 1988 
- Govt. Liaison Specialist Contracted January 1988 
- Monthly Newsletter Initiated January 1988 
- Grant Program to Member Organizations 

Initiated January 1988 
- Second Economic Policy Study Undertaken January-Feb. 1988 
- Congressional Meetings Initiated February 1988 
- Organizational/Membership Promoter Contracted February 1988 
- Workshop to Disseminate Study Findings March 1988 
- Institutional Contractor Contracted (if 

this Option is Chosen) March 1.988 
- Public Education Campaign Tnitiated March 1988 
- Formal Review with A.T.D. of Fund Raising 
Efforts March 1988 

- Private Sector Conference May 1988 
- Third Economic Study Tnittated May 1.988 
- Workshop on Study Findings July 1988 
- Annual Assembly August 1988 



----------------------------
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: General Assembly
 

:Board of Directors :Council 
vsr 

-0
 

-0
 

Executive Committee
Permanent 
 : --- - - - - - -
President -

Special
Cmisos:Vice-President 

Commissions:
 

Vocales 

-
-
-


External
 
Technical :-


Assistance
 

* Legal
Consultaits - - - - - - - - -  -
oExecutive Director 
 :
 

.... .... .... ... .... 

Accountants 

Communication: Government Affairs: 

*Economics 
Units Membership 

Promotion 

31 
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POLICY ANALYSTS AND TMPLFMENTATTON
 
PROJECT TISBURSEMENT
 

(US 000) 

CALENDAR YEARS
 
14 Total 

PROJECT ACTIVITIES 

AID Contributions 

Public Sector Policy 

and Implementation 

Analysis 

Technical Advisor 

Equipment and Commoditics 
Training 

Project Management 
Project Liaison Officer 
Evaluations 

100 

25 

100 

15 

10 

-

500 

50 
500 

180 

80 

139 

1,200 

25 
1,200 

180 

80 

-

1,200 

-
1,200 

175 

80 

138 

3,000 

ion 
3,000 

550 

250 

277 

Private Sector Institutional and 

Policy Analysis Strengthening 

Technical Advisors 

Policy and Economic Analysis 

Strengthening 
Policy Dialogue, Consensus 
Building and Public Education 

Institutional Consolidation 
Administrative Support 
Project Management 
Commodities 

50 

200 

200 

280 

10 

10 
15 

150 

300 

400 

375 

70 

50 

30 

255 

300 

400 

375 

70 

50 
15 

200 

180 

350 

378 

60 

50 
-

655 

980 

1,350 

1,408 

210 

160 

60 

Total A.T.D. ,015 2,824 4,150 4,011 12,000 

COH Contributions 

Public Sector Policy Analysis and 
Impl ementation
 

Techntcal Advisors 70 
 300 330 300 1000
 
Equipment and Commodities 25 50 25 0 100
 
Salaries and Administrative Expenses 100 300 300 300 1000
 
Project Management 
 12 96 96 96 300
 
Audits - 25 - 25 50
 

Total COJl 207 771 791 
 721 9,450
 



Private Sector Contributions
 

Private Sector Tnstitutional
 

and Policy Analysis Strengthening
 

Policy and Economic Analysis
 

Strengthening 

Policy Dialogue, Consensus
 

Building and Public Education 


Institutional Consolidation 


Administrative Support 


Total PTIVATE SECTOR 


TOTAL PROJECT 


1 

50 


40 


75 


31 


196 


1,418 
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CALENDAR YEARS 

2 3 4 Total 

60 60 60 210 

50 50 44 184 

i00 100 100 375 

50 50 30 161 

260 260 234 950 

3,855 5,161 4,Q66 15,400 


