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PREFACE

The Honduras Forestry Development Project (FDP) was evaluated by a team from
Chemonics International Consulting Division, which included: Robert L. Nelson, a forest
management specialist; Michael Krones, a wood industry specialist, Michael Cornelius, a public
administration specialist;- Dr. Stephen Stewart, a rural socxologlst Dr. Jan Laarman an
' -economist; and Dr. Marko Ehrlich, an envxronmentahst

The team wishes to ‘express its appreciation to the staff of the Honduran Forestry
Development Corporation and to the USAID/Honduras for their assistance and support
throughout the evaluation. :
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EXECUTIVE SUMMARY

The Honduras Forestry Development Project (FDP) has its origins in the 1982 United
States presidential commission, which expressed concern for the management and utilization
of Honduras’ pine resource. On December 29, 1987 the governments of Honduras and the
United States signed an agreement to implement the FDP, whxch consists. of three
components; . .

o Institutional reorientation of the Honduran Forestry Development Corporation
(COHDEFOR)
° Improved forest management of selected resources

o Strengthening of the private sector forest industry

The purpose of this evaluation is to assess current implementation status, attainment
of project objectives, and the impact of the project on the environment. ,

~ The evaluation team reviewed project documents interviewed relevant individuals
from COHDEFOR, USAID/Honduras, private industry, and other interest groups. Each
component was examined first from the expectations as outlined in the logical framework of
the original project design and second, based upon the experience and capabilities of the
evaluation team members as they reviewed field activities. Verifiable indicators were
conceived during the project design to enable a comprehensive evaluation using baseline data.

‘This was not done in every area of concern. However, a baseline study was not carried out

at the beginning of the project.

T‘ne ﬁndmgs of the evaluatlon are summarized in the followmg paragraphs

" Imstitutional Reouentatnon of COHDEFOR '

This component consists of three basic objectives:

. First, the introduction of a standing timber sale program to replace laissez faire
traditional methods and to incorporate a residual: value appraisal to the standing trees to be
harvested. The new timber sale program has been installed nationwide as of January 1,
1991. New sale contracts contain provisiocns for mitigating environmental impacts by
requiring COHDEFOR to locate roads, skid trails, and landings according to sound
environmental standards. Residual value appraisals have not been initiated and field
supervision and quality control of the new sale program needs to be improved.

Second, COH'DEFOR,»having curtailed its lumber mahufacturing operations and
having returned to the private sector the activity of exporta'tion, is now to function as a
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~ monitor of quality and quantxty exported. Also, it is to upgrade its marketing department to

better accomplish this goal. The technical assistance unit of COHDEFOR has developed a
grading manual for industry but it has not yet been implemented. COHDEFOR does monitor
exports and has implemented the collection of export commissions as well as timber sale
fees. The marketing department has yet to be upgraded.

Third, overall managerial improvement within COHDEFOR has not been
accomplished due to the lack of professional managers as opposed to political appointees in .
key management.positions. Certain specific objectives outlined in the project goals have -
been met, such as reduction of past due receivables, operating costs not to exceed revenues,
and manuals to guide operations. However, the accounting system does not report according
to generally accepted principles, because there is no one in COHDEFOR with the
knowledge, experience, or authority to see that it is done.

Improved Forest Management of Selected Areas

Two model forest management units (FMU) have been selected. La Unién FMU has
been in operation from the start of the project and was evaluated. Sal»m4 has had a
management plan developed but has not begun timber sale operations yet. - A thud area is to
be selected by the end of the project. .

La Unién FMU has been the training and development unit for the new timber sale’
program. Sale preparation and administration have been introduced by a combination of
long- and short-term technical assistance participants. - COHDEFOR technicians within La
Unién appear to be well trained and motivated. ‘Many of the project goals have been
accomplished or are in process. Still lacking is the complete integration of communities in
the project area to the objectives of the project. Extension work within the communities
needs to be reinforced. Employment opportunities within. the forest need to be increased to
improve awareness of the forest’s value to the local people (i.e., if more people were
dependent upon the forest for their livelihood, perhaps there would be less incendiary fires).
The establishment of two wildland refuges has been accomplished and their development and-

* management will prov1de a basm for COHDEFOR’s new mandate of managmg Honduran _

protected areas _

The selection of model areas within the FDP has caused some Jealousy within the
other offices of COHDEFGOR. This is a natural result of pouring inputs in the form of -
vehicles, computers, expenses for gasohne, etc. :into La Unién and the project office in

. Tegucigalpa within COHDEFOR’s main office. ‘The FDP, through its-training courses, has

included many personnel outside the- FMU but there has been very little on-the-ground follow

- up to training in areas outside the FMU. Within the main COHDEFOR office the entire

accounting and computer section has no interface with the FDP. ' The forester in charge of
the forest districts where the umber sale is bemg 1mplemented has no relationship with the

- project.

“iv
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Strengthening of the Private Sector Forest Industry

The purpose is to enable industry to more fully use the forest resource, to produce
better products, and thus make a greater contribution to the Honduran economy.

Project technical assistance to industry has been well received and monitored. Band
sawmill lumber productlon has increased from 60 percent at project start to 74 percent as of
the evaluation. By project end the goal.is 90 percent. Sawmill efficiency has improved in

“many of the medium and larger sawmills. The project goal was 245 bd.ft./m*. In the mills

sampled, efficiency increased from a baseline of 191 bd.ft./m? to 220 bd.ft./m’. All mills
are receiving a large volume of logs in the 6 to 10 inch range, which is a direct result of the
new timber sale program. The increase is over 100 percent.

Although better log utilization has occurred, improvement in timber harvesting
methods of private industry has been nil. Only one short course addressed logging, a

directional felling course.

Due to a cumbersome loan process that required buying new equlpment in the United
States, very few mills took advantage of the credit portion of the FDP, which is now being
suspended The larger and medium-sized mills, which produce the 75 percent of the volume
using band saws, have met the project goals using private financing.

The Honduran Association of Sawmill Operators (AMADHO), has been strengthened
as a result of the FDP providing a technical assistant. AMADHO has produced a new action
plan for the organization that stresses improved relations among industry, the government,
and the public. However, a hands-on forest industry specialist is needed to assist sawmill
operators in making mill improvements. It was found that most sawmills could be improved
by making both operational and mechanical changes.

. The training program has been. quite successful although it has not functioned through

. the Escuela Nacioinal de Ciencias Forestales (ESNACIFOR) as originally planned for various

administrative and fiscal reasons. For example, the school operates on.a fixed budget and is
reluctant to assume additional chores w1thout additional payment.

An environmental impact update was made and the pl'OjeCt contribution to
conservation and sustained use of the forest resource is a major accomplishment. The new
timber sale program provides the vehicle for this accomplishment with its control of harvest

~ volumes and its contract prov1s1ons for mitigating environmental impacts; however,

compliance with sale contracts is a continuing problém. Also through the project, the
establishment and management of the two mentioned wildlife refuges creates a precedence
for COHDEFOR that will carry over nationwide. It is important that sale administration be

- strengthened and technical assistance continue in this area.
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Concluslons

1.

The TA team did not establish baseline data for evaluatmg the project nor did
they monitor the pro1ect ina professmnal manner,

Many managenal posmons in COHDEFOR are held by pohtxcal appointees

: who do not have profess1onal backgrounds.

To meet the FDP goals on management 1mprovement COHDEFOR must
undertake major changes in light of the constraints on its ability to generate -
revenues and to control its costs. Such changes can only be brought about by
professional management quality and continuity throughout the corporation.

Any real improvement in the performance and administration of COHDEFOR -

must depend upon total support and cooperatlon of the GOH

Important achlevements include the estabhshment of the standxng ttmber sale
program. Still lacmng is the adoption of a residual value appraisal
methodology for pricing the standing timber, which was to have been

. implemented in year 3 of the project. There has been no explanatxon by the

TA team as to why this hasn’t happened.

Tlmber sale contract provisions provide ample safeguards for envuonmental
protection if they are enforced. Compliance with the contract regarding road
location, skid trail location, construction standards, and erosion control
practices like water-barring roads and skid trails has been adequate w1tlun the
La Umon FMU but not on sale areas in other parts of the country :

: Although a number of envrronmental assessment acuvmes have been

performed, COHDEFOR and the FDP have not acquired an m-house
capabxhty to conduct 1mpact evaluatlons and envuonmental analysxs

" The allowable annual cut concept-—1 e., harvestmg only what the forest can
~ sustain on a permanent basis—has niot been adapted by COHDEFOR

nationwide. The FDP has made the determination in both model FMUs
selected. Within the La Unién FMU, the harvest level for 1991 has been -

excessxve compared to the allowable annual cut calculatxon

Forest fire preventlon is poor COI-IDEFOR only reports ﬁres that it combats,

o hence, statlstxcal data on ﬁre contml is madequate and mxsleadmg

| Strengthemng of the forest mdustry through techmcal asslstance of the FDP |

has had positive results among medium and larger producers. However, over
half the sawmills in Honduras have made 11ttle or no changes in their
operatlons : _
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12,

13.

14.

15.
16.

17.

18..

The FDP has been lax in not distributing to forest industry the manuals that
have been produced by the COHDEFOR technical assistance unit.

Introduction of skid logging has been a positive change in logging method in
environmentally sensitive areas. However, traditional tractor skidding, timber

| fallmg, and truck loadmg have not changed and are inefficient.

.More education and consciousness-raising concerning the environment is

needed nationwide among the population in general and resource professionals
and the forest industry in particular. Although some educational material has
been produced a strategy and plan for its distribvtion and use in schools and
£lsewhere i is still missing. .

Trmber sale pr .paratlon and administration (supervxsxon) as well as the work
of social promoters is hampered by a lack of transportatlon

Women social promoters in the La Unién FMU have been morz successful

-than men because they work better with both genders. Community selection

for social promoters needs to focus on communities that demonstrate apathy

- and negatwrsm

‘ESNACIFOR has made little contribution to the FDP trammg effort whxch is
not what was originally intended.

The pro_lect has produced methodologrcal and institutional changes, which over
time will meet the objectives of the FDP ' | o

. The FDPisa stralghtforward techmcal pro;ect with clear and well defined

objectives. At this midpoint in the project, it is evident from the above
conclusrons that contmued long-term techmcal assrstance support is needed.

The project should consxder a change in dlrectlon in three areas

. Address the need for addrtlonal support trarmng, and supervrsron of

g the timber sale program natronwrde

LN Increased ﬁre preventron support for COI-IDEFOR

e  Assist COHDEFOR in extendlng natronwrde the concept of the '

9.

allowable annual cut.

,‘ The project to date has not had a vrsrble impact on COHDEFOR’s levels of
. awareness, commitment, and ability to formulate and meet its management -
. objectives. The project’s underlying objective—interpreted as improvement in

| ~ all management levels—has not been achieved. If looked upon as a step-by-

: step 1mplementatron of specrﬁc requrrements the project has undoubtedly
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20, .

21.

22,

23.

moved in the right direction and achieved much since its inception. See
progress chart in annex J.

Providing incentives to groups rather than individuals has proved more
successful. Forest protection funds are a positive influence in improving
COHDEFOR relations with selected communities, For example, 24 vigilantes
in 15 communities were hired to protect the forest from fire and these funds

are used for community projects. Small enterprise development, improving .

income levels by starting small husinesses, has not been operative long enough

. “to derive any real conclusions about its-ultimate success

In lieu of contmued USAID/Honduras support in credit, a stronger emphasis
should be placed on technical courses provided by short-term experts. This
need is reflected in continuing losses in the smaller sawmills due to lack of
quality co1. col, poor or no machinery maintenance programs, poor milling
pracuces, and inefficient wood drying processes.

AMADHO has been strengthened and FDP inputs have provided an advisor
who has helped develop an action plan for the organization. AMADHO has
been ineffective in assisting its members with hanis-on technical help.

FDP has no capability regarding 'impr'oving traditional practices in range
management.

Recommendations

1.

* USAID/Honduras should mstall a new TA team to develop baseline data for

the balance of the project, to monitor the project by providing monthly reports

(which has not been done), and to provide the needed on-the-ground training

and follow-up evaluation for the timber appraisal system, sale layout '
reparatlon and supervision, road location and construction supervision, etc.

" The team is needed to assist over half the sawmills in the country, which have
" made no improvements. Because of the workload to be accomplished and the
drlay in hiring a TA team the proJect should be extended until June 30, 1996.

GOH should ehmmate political appomtees that have no professnonal

background and build COHDEFOR into a competent professmnal organization

at all levels with incentives for all employees. If this is not accomplished, it
would justify a halt to the pro;ect because the long-term pro;ect objectives will
not be met.

Complete the FDP‘obJectwe of 'mStxtutmg a reSIdual value appraisal system for

pricing standing timber sales. This will go a long way toward encouraging
pnvate mdustry to modermu both 1ts harvesung and mﬂhng operations.
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11.
12.

13.

14,

Include in the timber sale contract the requrrement for a performance oohd to
enforce compliance with timber sale contract clauses. If this is not
accomplished, it would also Justify halting the project.

Establish an "environmental unit” within COHDEFOR tc direct monitoring

activities on timber sales and contribute to forest management and extention

activities, Also coordinate actions related to the establishment, protection, and
management of critical ecosystems within the project area.

FDP should assist COHDEFOR in determining the allowable annual cut
nationwide using the model FMUs as examples.

FDP should fund a separate forest protection &.tivity to address fire prevention
and suppression on a nationwide basis. The education program should include
environmental awareness as well. A first step would be an in-depth analysis to
determine needs and costs

Provide additional and contmumg technical assistance to that segment of the
industry that has not made changes in their operations. Ccatinue to support
with technical assistance that portion of industry that has made changes

FDP should pubhsh and distribute COHDEFOR technical assistance manuals.

FDP should establish a model logging unit to demonstrate environmentally
sound harvesting and roading practices and to introduce a uniform cost
accounting system for the industry. This unit could also function as a teaching
example for the timber appraisal portion of the new standing timber sale
program.

Further implement an environmental education program involving public at
large, forest industry, students, and the communmes du'ectly affected by
project activity.- ‘ .

FDP should closely monitor transportation maintenance and allocation and

- provide additional vehicles and motorcycles to timber sales supervisors and to

social promoters, where necessary.

Provide male social promoters with more training so as to increase their
effectiveness in working with both genders.

Strengthen ESNACIFOR, make an in-depth-analysis of the school to determine
its needs, and assist it accordingly. This is particularly important as the school
becomes independent. Bring it back into the FDP as a primary training
vehicle.
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16.

17,

18.

FDP should provide additional supporf,~ training and supervision to the timber
sale program nationwide. :

FDP should continue to prdvide short-term technical assistance in the form of
short courses for industry and COHDEFOR., .

One of the TA team members should be a forest industry eipert with hands-on
ability to work out of AMADHO’s office in conjuncuon w1th the COHDEFOR

" technical assustance unit. .

The FDP needs to prov1de a capablhty regarding tradxtional practlces in range
management within forested areas.

C. Less.ons' Learned

Overall, the objectives of the FDP of four years ago, continue to be highly
appropriate in the present national context. Lessons learned include:

1.

Successful techmcal assistance depends upon individuals selected not on
parent o, ganizations.

Management by objectives requires team leaders to monitor the project by h
reporting, which hardly occurred under the long-term TA team.

Good, hands-on technical assistance in the field can influence change.

Managerial effectiveness and 1mprovement depends upon hmng professmnala,
not on political appointees.

USAID/Honduras technical advisor to FDP needs to spend more time on the
project—it is a full-txme responslbxhty ' :



SECTION I
INTRODUCTION

A. Purpose of the Evaluatinn

The key objective of this evaluation is to assess the project accomplishments to date

- and its success in achieving the project purpose as mecasured by verifiable indicators. This
evaluation will test assumptions regarding the project design and will recommend design
and/or implementation changes. It will examine the project contribution to important higher
level goals, such as the preservation and sustainable use of the natural resource base, as
described in the environmental assessment of the project and in the project paper.

B. Evaluation Methodology

To address the requirements of the scope of work, the evaluation team revievrd the
objectives of the project which involved using the logical framework in the project ( .jer.
"To identify important issues for each component, project documents were reviewed, such as
.the agreement between both governments, quarterly reports, La Unién management plan,
techmca.l reports, financial reports, and the project paper. Annex B includes a list of
documents reviewed. In addition, interviews were condu:ted with a wide range of
individuals representing COHDEFOR, the forest industry, USAID/Honduras, and other
interest groups. Annex C includes a list of individuals. mtemewed

Each component of the project was examined first from the expectations as outlined in
the logical framework of the original project design and second, based upon the experience
and capabilities of the evaluation team members as they reviewed the work being done in the
field. This particular evaluation required field sampling of both timber sale conditions after
'harvestlng and the sampling of sawmills to determine operating efﬁc1ency Annex E and
annex H prov1de the spec1ﬁcs of these samplmg techmques .

C.  Data Limitations

- As indicated in the logical framework, objectively verifiable indicators were
conceived during the project design to enable evaluation teams to conduct 4 comprehensive
evaluation. Data gathered at the beginning of the project would form a baseline from which
‘to judge ongoing results. Unfortunately, this was not done in every area of concern and as.
the components ar: evaluated these shortcomings will be noted.

There has also been a lack of project monitoring, setting of goals by the technical
assistance team, and follow up as to what has happened and why.
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| SECTION II ‘
POLICY AND ECONOMIC CONTEXT

The design of the Honduras FDP was prepared in late 1987 on the basis of
conditions, assumptmns, and outlooks prevaJhng at that time. This section identifies and
interprets changes in political, macroeconomic, and sectoral condmons during the last four
years. (Refer fo annex D for more details.) These changes have implications for FDP’s
component on reorientation of COHDEFOR, on the direction of forest management in
Honduras, and on the economic.condition of the country’s forest industries.

A, Political Changes Affecting Forestry

1.  Transition in COHDEFOR’s Functional Role

* When the project agreement was signed, COHDEFOR was already movmg in
the policy direction of shifting its functional priorities away- from wood manufacturmg and
exports towards forest protection and management.

In 1986-87, COHDEFOR. already had taken several steps towards divesting itself of
its subsidiary compames Secondly, COHDEFOR had initiated the process of permitting
private partmpatlon in sawnwood exports. Also, by this time COHDEFOR had made the
decision to sell pine timber on the basis of standing volume in the forest rather than scaled
volume arriving at processing plants.

Within Honduran forestry, the interrelated themes of privatization, market orientation,
and competent resource protection and management have very strong political support at top
levels of government. Thus, the current policy envu'onment is highly favorable for the

- philosophical content and general objectives of the FDP.

2. Recent and Pendmg Developments

Current policy emphases in Honduran forestry can be inferred directly or
indirectly from recent meetings, documents, and observed activity. Recent policy initiatives
and propos:!s are as follows: -

¢ Sale of Standing Pine Timber. Beginning in 1989, COHDEFOR has been sellmg
pine timber on the basis of standing volume. As of January 1,.1991, 100 percent
of timber sold is on the new system. The next logical step of using variable prices
to sell timber (based on appraised timber value) has not been introduced to date,
despite the existence of analyses proposing how and why this might bé done. The
. TA team did not introduce the system that was to begm in yeax 3 of the project nor
did it give an explanatlon of why 1t did not.



Export Liberation. Recent proposals would phase out COHDEFOR'’s export tax
in graduated steps and eliminate its policy of controlling export prices. If this
strategy is enacted, it is almost certain to have profound consequences for export
competitiveness and pnvate profits in Honduran sawmills. Indirectly, removal of
the export tax and the price controls will affect all other wood-processing
enterprises as well. It will, of course, affect COHDEFOR revenues and should
strengthen the need to 1mplement the timber appraisal system.

Divestment of Forest Industnes Wheii the prOJect paper (PP) was prepared, 1ts
economic analysis made no attempt, to account for the benefits to Honduras if and -
when COEDEFOR'’s subsidiary companiss are transferred to private owners. The
inefficiencies of COHDEFOR management have produced large losses in these -
subsidiary companies, which include CORFINO, CASISA, FIAFSZ.,, SEMSA,
LOCOMAPA, and PROMAGUA. These companies have ceased operations, and
two of them, FIAFSA and LOCOMAPA, have been divested. Ideologically and
financially the divestiture issue is at least as important now as when the FDP was
initiated. - _ :

anatlzatlon of Forests. Under the proposed law on agrrcultuml reactivation, the
ownership of forests on private lands would pass from COHDEFOR to the land
owners (both individual owners and municipal owners). In the long run, this ‘
transfer of forest ownership to municipalities and individual owners may be one of
the most instrumental forces for their protectron and management because it will

- provide personal incentives. However, in the short run, the transition is certain to
‘run into difficult conflicts and political volauhty because it will diminish revenues
to ("OI-IDEFOR .

Incentives for Reforestation and Forest Protection. A law before the Honduran
congress would grant incentives to private owners to reforest (or afforest) and
protect forests on their lands. This has considerable linkage with the pnvanzatlon
of forests, noted previously, but also exists independently where land ownership is- -
_undisputed. To implement the incentives law, COHDEFOR would need to develop

a managerial system to handle technical, administrative, and financial mechanisms.

Ongoing incentives programs for tree planting in Ecuador, Costa Rica, and
elsewhere suggest that they are time-consuming to develop and implement, and
vulnerable to many abuses. To be successful, the incentives program for Honduras
will need to be carefully desrgned and 1mp1emented : o

Insa*utlonal Reorganization in COHDEFOR. In 1991 COHDEFOR was given
res' onsibility for the management of wildlife and protected wildlands. This
represents a dramatic opening for COHDEFOR, an agency previously. considered
to be almost exclusively focused on timber and wood products. Moreover,
COHDEFOR has stated its intentions to assume an increasing role in integrated
watershed management in conjunction with municipalities, rural communitiespand -
nongovemmental organizations (NGOs).. USAID/Honduras should consider
support in this area as part of the reorientation of COHDEFOR. Thus the



multiple-use aspect of forestry will increasingly dominate COHDEFOR’s formal
- agenda, even if it takes several years for the agency’s orgamzatwn and projects to
catch up with this. expanded function.

"o Tropical Forestry Action Plan. In Honduras, Round Table IIT of the Tropical '
Forestry Action Plan (TFAP) was held in early 1988, The FDP was designed -
before the TFAP was fully initiated. Hence the fit between FDP and the TFAP for -
Honduras is an open question. The extent to which USAID/Honduras does and
does not participate in TFAP should be considered in the context of USAID's —

. ..future -structuring and management of FDP. ' : : '

¢ Macroeconomic Pressures The country s difficult macroeconomic situation puts
‘even greater emphasis on COHDEFOR’s need to manage its resources efficiently . -
and to avoid creating resource distortions in the market economy. Thus FDP’s
work to raise GOH returns from timber sales is a notable accomplishment of
immense importance for both COHDEFOR and for resource efficiency. At the .
same time, much more has to be done to speed the divestiture of COHDEFOR'’s L
subsidiary companies, streamline its accounting system, clear up its accounts _
" receivable, and fill its revenue gap if and when its export tax is terminated. Given 3
the gravity of these issues, it would appear that FDP is currently underinvesting in
field personnel and budget allocation needed. for institutional development.

* Legislative and Policy Shifts. The new policy arena for forestry in Honduras is
- one of forest privatization, forestry incentives for private landowners, increased
* emphasis on multiple-use management, and increased commitment to social and
community forestry. These elements were not central in the design of FDP, but
affect its current viability and relevance. . Moreover, they directly enter FDP’s
scope in relation to the institutional reonentauon and strengthemng of . ,
COHDEFOR. ' _ , o -

-~y

The principal poiicy matters affectmg FDP include: (1) COHDEFOR’s legal and
administrative capacity to contribute towards the transfer of ownerslup in .
cooperation with the National Agrarian Institute, the National Cadastrai, and the

- municipalities; (ii) demands placed upon COHDEFOR to help develop, inspect,

~ and approve forest management plans on private and municipal lands; (iii) social
conflicts that might arise in FDP’s project areas should the privatization process
lead to the eviction of campesino groups living in what will become private forests; -
(iv) proportions by which COHDEFOR and private and municipal owners will
share timber sales revenues under the new policy; (v) possible opposition to the
privatization policy by the established forest industries, whose planned supplies of
raw materials may be upset by. the transfer of forest ownership; (vi) implications
~pf-the policy for the timing and volume of timber available in the market; and
- (vm) financial impacts of the pohcy for COHDEFOR’s income and budget

_‘ . Interactxon thh Other Donors USAID/Honduras, tluough 1ts FDP, has the .
‘, opportumty to take a more actxve role in the TFAP should it declde that thls isan =~ -~




appropriatr, strategy. The TFAP took form in Honduras mainly after the FDP was

designed and on its way to implementation. However, this mid-term evaluation of

FDP provides a timely reflection on donor coordination in Honduran forestry, and
. . the place of USAID/Honduras in relation to the efforts of the other players.

B. Sectoral Conditions

Goals stated in the PP are to increase the production of the Honduran forestry sector
by seven percent by 1994, and sustain wood products exports at 121 million board feet per
- year (Sector Goal, loglcal framework). In light of recent trends and current conditions, these
goals appear overly optlmlstlc

Snnce the preparation of the PP in 1987, ouputs of the principal mdustnal primary
products (except plywood) have been falling. The most important of these products for the
Honduran economy is sawnwood, of which production fell 26 percent between 1987 and
1990. Because this drop partially reflects the closing of inefficient sawmills and -
COHDEFOR'’s tighter control over timber harvests, the decrease is not entirely negative.
Yet, based on the productlon indices observed for the first half of the project, the sectoral
productton goal as stated in the PP is unlikely to be attained.

Similarly, exports have been falling. Export value (FOB) declined substantially (by
39 percent) between 1987 and 1990. The devaluation of the iempira will drive up export
earnings for 1991. On the other hand, export volume in 1991 will very likely fall short of
export volume in 1990 (based on preliminary data through September 1991). In addition to
less production due to closing of COHDEFOR’s sawmills, the fact that exporters can no
longer retain 30 percent of their earnings in U.S. dollars may well account for reduced
export sales. Thus the prOJect’s goal of sustained, exports depends on the choice of volume
or value measures, but in-either case will demand dramatic shifts in export pohcy (e g the
planned removal of COHDEFOR’s export tax) : , ,

L OR General Implicatrons for AlID’s Work in Honduran Forestry

The observauons presented i in the precedmg sections mdlcate the consxderable
economic and political turbulence affecting Honduras since the design of the FDP four years
ago. The challenge for USAID/Honduras is to reinforce those aspects of FDP that continue
to be central to Honduran forest policy and management, while modifying FDP’s d1rect10n
where political and econonuc changes xmply the need for such adJustments

o Continuing Downward Trends in Sectoral Output and Exports. ThlS argues for
- renewed and forceful intervention by FDP to avert losses of income and.
‘employment in the Honduran economy. The time has been too short for FDP to
- have made an impact in sectoral trends. The forest industries continue to be an
 appropriate target for USAID/Honduras because of their large economic
importance for the country, their rural locatlon and hlgh labor mtensxty, and their
- link with envrronmental 1ssues in Honduras .
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SECTION III
INSTITUTIONAL REORIENTATION OF COHDEFOR

. A, Timber Sales 'S_ystems'

1. ' Traditional

~~ This. was a system that permitted the buyer to select those trees within a sale
area he desired to harvest. No consideration was given to silvicultural needs of the particular
timber stand nor of utilization standards. Essentially the stand was high-graded in both tree
and log selection. The buyer paid for the logs extracted on a cubic meter measurement of

- truck deliveries to the sawmill. No restraints were imposed upon the harvest operation:
‘roads could be built in whatever manner wished with no regard to location, grade, drainage

or surfacing, logs could be extracted to landings of choice with no regard to streams and

| . from slopes of whatever steepness, and no concern for the environment was evidenced by -
either COHDEFOR or the mdust:ry

2.  Standing Timber .

- The FDP addresses the need to change the traditional sale system by
introducing a lump sum sale of timber on the stump. COHDEFOR is now charged with
determining where the trees are to be harvested (the sale area), which trees are to be cut
considering the silvicultural requirements of the particular timber stand (marking the cut

trees), and how much useable volume can be extracted (making an mventory of the trees to
“be cut). They are also to determine access road locations and to supervise construction to
‘ ' specxﬁc standards. They are to locate skidding tralls and landmgs, all with the objective of
o mxmrmzmg envu'onmenta.l nnpacts

In addmon, the FDP ‘was to mclude the determmatlon of the residual value of the _
standmg trees to be harvested. Such a system would begin with market value of products
that could be manufactured from the logs to be extracted from: the sale and then to deduct the
various manufacturing costs (for example, sawmill costs, transportation costs of logs -

delivered, harvest and road costs) which would leave a residual value from which the

stumpage value could be derived. Current stumpage value in Honduras is L.36.00 per cubic

_meter across the board, regardless of locanon

~ As of January 1991 the entire country is being harvested on the standing timber sale

| program This was premature in that COHDEFOR does not have sufficient field staff to

cope with the actmty A review of the current employees within the FDP indicates that no

"~ women are involved in the timber sale ﬁeld acnvmes Thls is probably due to lack of sk111ed
RN ‘persons avmlable . .
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3. . Supervision

Under the traditional system, supervision of harvest operations was minimal.
No standards existed. The new standing timber sale program has built into its formation a
definite set of standards by which to judge the performance of the buyer or his contractor.
(Most harvesting is subcontracted by the sawmill buyers to logging contractors). Only
certain trees may be cut; all useable logs down to 15 centimeters must be utilized by the
sawmill; and roads, landings, and skid trails need to be built and located according to
specifications. This: phase of the program needs to be strengthened because field
observations indicated that roads and skid trails were not always built to speciﬁcations and
that avmlabmty of transportation for sale supervisors i$ a continuous problem. This is
addressed in the lzssons learned, concluslons, and recommendations sections of this

evaluatxon
4, Resldual Stand Condltlons

Annex E details the sampling procedures used to compare residual timber
stand conditions for both traditional and standing timber sales in six timber sale areas
sampled (description in annex E). .

The following table represents the amount of tlmber remaining in the various sampled :
areas. Traditional sales had 13 percent of defects in residual timber; standing timber sales
had 9 percent. Almost all of the logs graded in the residual trees were classified No. 3 in a
one to three gradmg scheme.  Studies conducted by the technical assistance team indicate a
drastic change in residual logging waste, a reduction of about 20 percent. Of the areas
sampled, those within La Unién FMU, whether traditional or standing timber, had very little
loggmg waste. None was recorded on plots taken. Outside La Uni6n, both a traditional sale
in the Central District of Francisco Moraz4n and a standing timber sale in Talanga had some
high- stumps and poor log utilization although neither were recorded on sample plots taken.

. On the average, both types of sales met the minimum criteria.of 15 seed trees (or
residual trees) per hectare. Tradmonal sale areas had a lower net resxdual volume per

' hectare compared with- the new standmg sale areas.



INDIVIDUAL nm SALE SANPLING IIESUI.TS

fals o, %m

Location ~  MName Iywe  Plota ‘ ens 4u-qov
LaUnién  Guamilon v 17 4,13 3.7 13 .
, Vellecito. - VP 3 , 5.56 "~ 4.99 23 -
Los Blancos T 25 . 3.62 2.82 Zlg -
Talanga . Savama - . ‘ : N
Redonds = W 14 8 .75 10 34
" central Dist.  Loa. ‘ : ' ‘
Fran. Morazan Chorritos w " , 2.26 2.4 24 119
’ _ Guarizme ' : DR 4 e .
. Saracaran T 25 SR s SR il
Totals/Averege , 105 = Vp-3.195  2.905 175 116
. 7+1.865 1

63 '  6.5 60

1. VP - Standing Tinbor Sale (Vente en Ple)
T - Traditional .

L Logging Roads

- Within the La Unién FMU, roads observed were usually bmlt to sale
specifications. Maintenance with proper ditching and culverts could be improved. Outside -
La Uni6n, neither in traditional nor standmg timber sales, were the roads burlt or, mamtamed ¥
to specifications.

6. Environmental Impacts

Spur roads, landings, and skid trails improperly located, often too steep or too
wide and without adequate ditching and cross drainage represent the single most important
cause of soil erosion in the logged areas outside the La Unién FMU. Landings are typlcally
- too large because trees are skidded tree length rather than bemg bucked mto log lengths in-

the woods. , o

"In those areas where oxen sklddmg 1s done, both wrthm the FMU and outside, the -
difference i in envuonmental dlsmrbance—sotl erosmn-—rs srgmﬁcantly less SR

As mentioned above, w1tlun the La Umdn FMU roads and skid tralls are bemg built
to contract specifications, have a lower density, and are built along contours or in diagonal = -
patterns across the slope. Skid trails and landmgs are usually closed off after harvest and
’ water-barred to reduce eroslon

, - Qutside the project area, few 1f any sorl erosion preventlon measures are apphed
, dunng or after harvest. co

. ' The gravest single impact of loggmg operatrons involves the hydrologic resources of
-',the srte Although stream protection is better in the FMU, trees are still felled across or into

i - ravines, and slash and shattered logs are left in them In all cases observed too httle '

RS ,} ',concem was given to. stream protecuon L



Annex G contains the detailed report by the eﬂvironmental specialist.
7.  Cost Comparison

The financial and economic arguments for the new system of timber sales are:
1) increased log harvest per unit area (implying the construction of fewer kilometers of roads
and skid trails per volume of wood extracted), and 2) improved residual stocking and forest
regenerauve capacity (greater future forest productivity). The financial benefit of the new

system is the net present value of additional future timber harvests, together with adJustments o

for changes in road construction costs. The economic benefit mcorporates a shadow price
for stampage value, and allows for an unpriced but realizable reduction in soil erosion
because of improved log skidding and road construction standards. The discounted values of
the benefits streams—financial and economic—determine how much can be spent to justify
changing over to the new system. (Refer to annex D for details.)

With the new system, annual allowable cut is 750,000 cubic meters. Without it, it is
- assumed that pine harvests diminish by 5 percent per year from a higher but unsustainable
cut. This difference implies that over a time horizon of 20 years, the project has the effect
of mcreasmg pme harvests by 2.9 million cubic meters.

, At a discount rate of 5 percent, this additional harvest has a financxal present value of
Lps. 46.4 million if timber is priced at the current charge of Lps. 36 per cubic meter.

The combined benefits of additional future timber harvests plus savings on roading
costs sum to Lps. 100.5 million (US$18.96 million), discounted to present value. This
implies that Honduras could invest up to this amount in implementing the new timber sales
system, or an annual equivalent of Lps. 7.68 million (US$1.45 million) over the 20-year

“period. Actual annual expenditures for the new system (mainly salaries, vehicles, and
training) are estimated to be under US$0.5 million. Consequently, the new system provrdes _
a substantial payoff for Honduras. :

The net benefit is still hlgher if applymg a shadow price that. approxrmates an
" appraised stumpage value for pme timber. If a reasonable yet conservative appraised
stumpage price for pine timber is Lps. 55 per cubic meter (see annex D), the shadow price
multiplier is 1.53 (i.e., Lps. 55/36). This raises the discounted present value of the new
- timber sales system to Lps 153.77 million, or Lps. 11.75 million annually for 20 years. So
- long as the economic costs of implementing the new method of timber sales are under Lps
11, 75 mllhon per year, the program has net benefits for Honduras. :

8. Quality Control

As could be expected, with the introduction of a lump-sum timber sale in
~which the volume of timber paid for is based on standing timber estimated, there has arisen
differences between COHDEFOR and private industry. COHDEFOR has addressed the
‘problem by initiating studies of defect and breakage and checkmg of felled sample trees to
compare with volume tables being used. '

10



When the sale system advances to include the appraisal of the residual value of
standing timber it will be even more important to ensure that volume estimates are within
+10 percent. Buyers should be fully informed that the purchase of timber on the stump
(standing) is at their risk and that volumes are not guaranteed.

. Another meaSure of control is to contmue to check scale cut volumes particularly
 where timber is very defective.

, It is also important to, check-cruise those who are marking the cr.’ trees and estlmatmg
- their volume and defect. A checkncrulsmg party from the regional COHDEFOR offices
could operate among the. vaneus sale areas.

B. Luniber Export Regulations

When it phased out of the lumber export business COHDEFOR began fulfilling a-
marketing support function, of which one aspect was to ensure that Honduras received
~ maximum benefits from its lumber exports. Under the terms of reference COHDEFOR was
to: -

o Facilitate the export of lumber by the private sector

® Supervise and confirm volumes and quality of lumber shipped
Establish the appropriate level of income from exports -

® Maintain detailed recors of activity

The above guidelines were to become effective under its commercial department
starting sometime in early 1988. In March 1991, COHDEFOR disbanded its commercial
department leaving four individuals responsible for processing export documentation. These
individuals now form part of the finance/administration department (finance/accounting
subdepartment) where the lumber expert documentation is now processed and controlled.

: - It is not clear on the basis of existing documentation.and recollections whether a
* manual of export sales procedures was used in COHDEFOR. A written procedure however
“does exist and is currently being implemented. - A ‘complete outline of procedures was
prepared in November 1990 for approval by top management. :

Present procedures for export sales——the only procedures-—are de facto, a mix of old
and new, and they appear to meet the corporauon s objectives as outlined at the time it went
out of the direct export sales business. The main thrust of these procedures is to ensure
verification of volumes exported, compliance with contract specifications as well as
determination and collection of COHDEFOR’s dues at 14 percent and 18 percent on the

- value of export sales. In addition, the process is quite rapid in itself given the fact that it is
~ based on manually-produced, traditional, government-format documentation and the speed
“with which this documentation is sent/received. Within COHDEFOR, export operations are
| kept on computer—the only direct access apphcatlon in the finance/accounting
R subdepartment ~

11




C. Mhnagement Sﬁstem
1. Objectives

Given the variations in description and emphasis associated with this segment

" of the projéct as contai_ned in the several project-related documents accessed, it was

considered appropriate in the interests of a functional reporting mode, to regard all the

disparate elements of those descriptions as part of a single underlying theme, namely

improvement of COHDEFOR'’s overall management and its financial/administrative

-procedures so as to enable it to meet its government-mandated objectives in an efficient

manner. (A detailed outline and discussion of project terms of reference and assumptions is
included in annex J of this report). Only in this broad context, it was felt, could the
project’s objectives be a significant factor in the operational re-orientation of COHDEFOR.

All this notw1thstandmg, nowhere in the project terms i is its objective referred to in as
many words. Instead there is copious mention of, and emphasis on, only the procedures that

- support the management effort and this i is only in the area of accountmg/adrmmstrahon

2. Methodology

The groundwork for the evaluation was carried out at COHDEFOR and
included meetings with the finance/administration, planning, forestry, personnel, and legal
departments all of which report directly to the general manager and together substantially
make up the corporation’s headquarters structure. ESNACIFOR and the regional offices
were.not included because they are not closely related to the question of COHDEFOR'’s
overall management/administration, -

- The evaluations were based on personal interviews and available documents aS well as
corroboratlve evidence from other individuals and sources such as the corporatxon s
mdependent auditors.

-3 Pro_lect Status .

As shown in the progress chart in annex J, COHDEFOR has developed

: procedures for income and expense projections, recording and control of revenues and

disbursements as well as a'new timber sales system and export sales regulations. All of
these ’are in place and apparently functioning correctly.

Areas in which significant progress was not noted—and this is a by-product of
COHDEFOR’s ‘management structure and priorities—are: (a) updating of the organization

. and procedures manual, (b) the development of a management information system, and (c)

financial reporting based on generally accepted accounting principles. There is no one in
COHDEFOR with the knowledge, experience, or authority to see that these aspects are duly .

-and properly addressed. Admittedly this is a strong characterization but it is based upon
.three weeks of observation, interviews, and reviewing of COHDEFOR’s functions in these
. areas,’ ' : " ' ' ‘ : ' o

12



=N
=

The organization and procedures manual (developed by Arthur Young & Company in
the 1970s8) was allowed to lapse when COHDEFOR's Office of Organization and Methods
was eliminated. A management information system (totally obscured by the urgent question
of re-orienting the data processing function) has not yet been contemplated Financial
reporting has not kept pace with the changes that have taken place in the operatlons of

'COHDEFOR

Other signiﬂcant oonsideratﬁons for the project as it stands today are:

o Affecting COHDEFOR as an ongoing concern is the question of its legal status.
Although able to function from day to day on the basis of its receipts and
expenses, using the existing accounting system and practices, the corporation is
bankrupt in legal terms. This is because if due recognition were given to the
numerous matters impacting its balance sheet and which are not reflected therein,
its equity position would result in a substantial negative amount. So far, the
government has not recognized the gravity of the situation, which has both short-
and long-term implications for the entity.

¢ In considering a turnaround and restructuring of COHDEFOR it must be
remembered that one is dealing with a regular government organization that is
always subject to political pressures, traditional public administration, and strong
union influence. The present status and financial condition of COHDEFOR may
be seen as a direct result of these factors as much as a lack of adminisirative know-
how.

® Also affecting COHDEFOR is the situation of its workforce. Since it comes under
the Labor Code, COHDEFOR cannot have career employees The resulting job
uncertainty, coupled with the lack of an adequate pension scheme, vircually ensures
a low level of motivation throughout the organization.

o This evaluation, as evidenced by the prevmus comments in this section, is pomtmg
to a radical change in the corporation’s management composition, purpose, and |
' style For this to-succeed, it will require not only willingness but also a firm .
commitment and active cooperation on the part of the government.

13
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SECTIONIV
FOREST MANAGEMENT OF SELECTED AREAS

A Objectives

The objective of the FDP was to create three model forest:management- units (FMU)
by the end of the project that COHDEFOR could replicate throughouit its’ forest regions. La
Uni6én was the first area selected and is within the Olancho Forest Department. Existing
1980 photos and inventory data were used to develop the management plan.

The second area selected was Salam4, also in Olancho, in year 3 of the project. A
new forest inventory has been executed for the basis of the management plan,

The third area will be chosen in the final year of the FDP. This evaluatlon addresses

the FMU at La Unién.

La Unién FMU has a total of approximately 100,000 ha of which national lands
represent 67 percent, private 27 percent, and municipalities 5 percent. Natural forest areas
cover some 73,000 ha and traditional agricultural area use some 28,000 ha. Commercial
forest land under management is approximately 49,423 ha.

The selection of model areas within the FDP has caused a certain amount of Jealousy
within the other offices of COHDEFOR. This is a natural result of pouring inputs in the
form of vehicles, computers, expenses for gasoline, etc. into La Unién and the project office
in Yegucigalpa within COHDEFOR’s main office. The FDP, through its training courses,
has included many personnel outside the FMU but there has been very little on-the-ground
follow up to training in areas outside the FMU. Within thc main COHDEFOR office the

_ - entire accounting and computer section has no interface with the FDP. The forester in

charge of the forest districts where the timber sale is bemg 1mp1emented has no relationship
with the pmJect :

'B.  Technical Analysis of Activities

1. Forest Management Plan

The forest management plan has been written and appears to be
comprehenswe It includes a description of the types of cut, determination of the allowable

annual cut, development of a five-year cutting plan, development of a road construction plan,

outline of a forest protection plan, and a plan for protecting the biological reserves and
municipal watersheds. One problem area has been continuity of management personnel. For
example, in 34 months of project execution the La Unién FMU has had four mariagers.

15
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The allowable annual cut has been determined using a 40-year rotation age and cutting
1/40 of the productive forest area. A five-year harvest plan has been made, the average area
cnt is 1,205 ha per year and the average annual volume is 58,546 m®. A review of volume
harvested 1988 through 1991 indicates a variation from 39,630 m® in 1988 to approximately
84,000 m® in 1991. This averages 59,160 m? per year, which is slightly over the allowable
annual cut. An adjustment down is indicated for 1992, However, what is alarming is the
1991 cut of 84,000 m*. The forest industry operating within this FMU must be advised that
this is an unacceptable level of cut and that it will not be maintained. Arguments by industry
that their installed capacity requires more volume should be ignored. They should be ’

. advised that additional volume must come. from the allowable annual cut in other FMUs,

In the second five-year cutting plan, the allowable cut will be based upon a new
inventory using photos to be taken in January 1992,

2. Forest Protection and Regeneration

In August 1991, an evaluation of the fire prevention program in La Uni6n
FMU prepared by COHDEFOR for 1991 indicated that the area under intensive protection
was 13,221 ha and under extensive protection was 27,658 ha, for a total of 40,879 ha.

In the intensively protected areas, 81 fires were fought covering 334 ha and in the
extensively protected areas 188 fires were fought covering 679 ha. This represents almost
2.5 percent of the total area. The target goal in the project paper was 2 percent. Thirty-six
percent of the area burned was caused by incendiary fires and 38 percent were caused by
cattle-grazing interests. Seventy-eight percent of the fires occurred in mature timber stands,
11 percent in young timber stands, and. 7 percent in regeneration. Of the forested area
affected 96 percent was conifer.

There were six permanent personinel and 257 temporary personnel participating in fire
control activities. Women generally do not partlclpate in ﬁre suppression activities.

Among several problems mentloned in the report two appear critical;
"o Payment of day-labor took up to 10 days.

e Most fire brigades were from urban areas and this created resentment among those
living in the zones under protection.

There is a great need for forest extension within the FMU and nationwide. Other
sections within the FMU need to be involved and mtegrated with the forestry sector in the
combating and prevention of forest fires.

One fire tower has been constructed to date.

Concerning natural regeneration, the evaluation team, on a visual basis, felt the
particular areas visited had adequate regeneration. The La Unién FMU has recently

16



completed a regeneration survey and, although not published yet, basic data recorded | ‘

indicated that of some 487 samples 422 had seedlings. Twenty four percent regenerated was

in poor zundition having 900 secedlings per ha. The balance of the area had at least 1 ,200
seedlings per ha. The total area inventoried was 244 ha,

3. Road Networks

- Road construction goals for 1989 were the reconstruction of 30.5 kilometers,
the actual was 34.5 kilometers. No goals were set for 1990, but in 1991 the goal was 50 o -
kilometers and as of September 18.6 kilometers have been built. Within the FMU all spur
roads and skid trails are located on the ground by the timber sale preparation team. Sale
supervisors are responsible for enforcing compliance—seeing that the contractor actually
builds the roads to specifications.

-

As mentioned elsewhere in this evaluation this activity needs strengthening. That is,
supervisors need access to transportation to visit and direct operations in the sale area. They
also need more training, and more of them are required for the sale program outside the
FMU.

4. Wildland Areas

The FDP goal of decreeing two wildlands areas within the FMU has been met.
The first is La Muralla with an area of 6,093 ha, which includes a virgin cloud forest above
an altitude of 1,500 meters. The area includes primarily lower montane life zones, both
moist and wet forests. Biological diversity in this broadleaf forest is very significant and
most typically represented by the quetzal and other numerous endemic and rare bird species.
Mammals include the tapir, peccary, mountain lion, ocelot, jaguar, and howler and white-
faced monkeys. .

‘La Muralla is receiving a lot of attention from the FDP. Boundaries have been
marked, a visitor center built, and technical staff a331gned to make a management plan and
wﬂdhfe mventory

The second area is the El Armado.refuge in which boundary d. marcation has
occurred -but little else. Although it does not have the biodiversity of La Muralla it has
importance as a hydrologic reserve. A management plan is needed to ..ddress specifically

‘community participation in its protection due to its value in supplying water for the

population.
See annex G for a comprehensive discussion of the wildland refuges.
8. Comparison Wlth Other Areas

, The model FMU at La Unién was established because COHDEFOR
throughout the country is in an extenswe management mode and it was the objective of the
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FDP to develop a methodology to efﬁciently manage forest resources that could be replicated

throughout the country.

A comparison of thevmanageme'nt activity on the FMU at La Unién with the rest of
COHDEFOR’s operating area is as follows:

The FMU has a‘calculated allowable annual cut the other areas do not.

Logging utlhzation is comparable in both the FMU and other areas where

. harvesting is on the new sale system. Logs in the 6"-10" range now account. for

35 percent of the volume harvested, which is an increase of 18.5 percent over

traditional sale areas.

- Residual stand volume—that is, the volume of remaining timber after harvesting
—is higher in the FMU than in other areas, an average of 3.85 m*/ha compared to

1.11 m%ha,

Seed trees per ha are greater in the FMU, an average of 20 compared to 14 in
other areas.

No logging cost data exists in either the FMU or other areas, but, based upon
observation and experience, it is probable that harvest costs are less within the
FMU than in other areas (roads are better, trucks probably can make more trips
per day, skidding patterns are more logical; tree to landing costs are probably
lower). This whole area of costs will be dealt with once the residual value
appraisal system is installed.

Concerning income generated, no baseline data is available. No uniform
accounting system exists within the industry. :

Standing timber sale supervision is better- within the FMU than in other areas.
Transportation availabihty for sale supemsors is better in the FMU

Concerning fire control, both within the FMU and other areas, COHDEFOR only
reports fires with which it comes in contact, statistics on fire control are thus
misleading.

Implementation of the standing timber sale program has been slow outside the

FMU because of the loss of trained techmcians from COHDEFOR to private
industry.

18
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C. Social Analysis of Actlvities

1. Agricultural and Agroforestry Activxtles
a. Cattle Grazing and Range Management

The F'DP at present. has no capablhty in improved traditional practices
in cattle grazmg and range management in the forested areas. Social promoters have no
training in these areas, and while their supervisor does have specxﬁc traJmng in these areas,
he has not emphasized it in his work with the promoters. .

The Land Use Productmty Enhancement (LUPE), which collaborated with the FDP
in 1990 and still works in the area, also has this expertise, but has not focused on improving

traditional practices. What LUPE has done is to foster agroforestry by planting leucaena and

maderado, the leaves of which are excellent cattle forage. However the plantings are too

recent to have any effect on cattle nutrition.

b. Traditional and Improved Hillside Agriculture

The agnculture and grazing 1mprovements were to be 1mplemented
through the Honduras Natural Resource Management Project (NRMP), however, a new
project, LUPE, actually carried out this functlon untll December of 1990.

- All sources concur that there are only two- 1mportant and traditional crops in the area:
corn and beans. The FDP has not worked in this area, lacking the necessary technical
expertise. LUPE has worked to improve hillside agriculture through improved soil
conservation techniques, including contour plowing, contour ditches, live and dead barriers,

“planting multi-use trees, and planting barrier grasses (King grass). However, they have no

data on farm budgets with or without their mtervennons, which in any case are too recent to

have an effect. -

More importantly, in many cases it will not be,possible to measure the effect of

" LUPE on its own, since LUPE often works in conjunction with DIRCO, a Ministerio de

Recursos Naturales agency supervising loans to small farmers for basic grains. DIRCO
interventions have produced improvement of from less than 3,000 1bs./mz. to 4,000 1bs./mz.
for corn, and from 800 Ibs./mz. to 1,600 lbs./mz. for beans. These interventions involve
improved seed, fertilizers, herbicides, and pesticides. The loans are usually around L.1,000
per manzana, and DIRCO provides close supervision to see that the loans are paid back to
BANADESA. The DIRCO loan portfolio currently contains loans to 48 farmers, none of
whom are women. :

2. Effect of Program on Local Economy
To determine what effect preject intervention has had on the local economy,

including on the average income of local population, its major sources, and distribution by
economic strata and sex, a baseline study would be required. This baseline has not been
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.prepared for the La Unién area. And, although a baeeline exists for future use in the second

management area of Salam4, income data are not broken down by sex and economic strata.

In spite of this limitation, there is no doubt that the project has had a positive effect
on the local economy through the spread effects of the establishment of a large COHDEFOR
office and jobs created by the establishment or expansron of the three logging operations in
the area. For example, there are at least 30 oxen team drivers working with the logging
operations. (Honduply, Yodeco, San José), a cooperative of pit sawyers working to prepare .
logs for extraction (San José), a group of individuals carrying out resination (San José), four.
people making broom handles from forest waste, 80 Honduply sawmill employees (eight of
them women, although not all the employees are local hires), truckers’ assistants, and road
crews. Prior to the FDP there was no harvestmg in the area, hence, none of the above listed
activities. ‘

3. Utilization of Incentives

Originally, the mcentlve system was to reward individuals for agricultural,
livestock, soil conservation, agroforestry, or women-in-development activities. There were
numerous problems with this system. First, people who did not receive incentives accused
the FDP of favontlsm, both political and personal. Second, people received the checks but
did not receive sufficient gu1dance regarding how the money was to be spent and the need to
back up expendifures with invoices. Third, there was insufficient supervision regarding
actual use of the funds for which they were destined, and in some cases there was no record
of whether beneficiaries actually spent the money on the expressed purpose. Fourth, the .
sheer number of applications overwhelmed the FDP administration to some extent, and there
were delays in cutting checks. '

The system has been improved during 1991.  Incentives now go to groups, not
individuals, which avoids many of the problems of the previous year. The groups are
usually those formed by the promoters or those already orgamzed and reactlvated and
always involve five or more people ‘ ’

The mvestment plan i is worked out and mcludes the names of all members of the .
group, although just one check is cut in the name of a representatlve of the group. The
application is sent to Tegucigalpa and turnaround time is about five days. Two checks are
then cut, one for 70 percent and the other for 30 percent of the total. When the 70 percent
is spent and the i mvorces for that amount sent m the second check is sent out.

One of the principal problems of the incentive. program is how to determine what
kinds of projects should be eligible for funding. To date, project selection has been limited-
to the types of projects in the list of activities in the Project Agreement. However, the
promoters have identified, as important to the community, projects in potable water and
latrine construction. The FDP has approved projects mvolvmg vegetable gardens, improved
wood stoves, and potable water. :
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4, Program Impact on Traditional Use of Forest
‘a.  Why People Burn the Forest

The involvement of local people in the forest has less to do with what
they do with the forest than with what they are not allowed to do, that is, have free use of

trees on and near their lands.

This lack of a perceived vested interest in the forest, coupled with the perception that
it is the government that owns the forests, has led rural people to use the forest to attack
government when they feel resentful. The resentment can be sparked by any number of
reasons on the surface. Examples include a poor harvest and no government assistance, a
change of government favonng a political party other than one’s own, a personal slight (real
or imagined) by someone in government (usually COHDEFOR), or the perception that other
communities or individuals are recipients of government help while one is not.

: The attack on the government/forest is simple: set it on fire, The feeling is that the

forest, shorn of its value for the rural individual, still represents value for the government
which, through COHDEFOR, is continually trying to protect it. The resentful individual,
therefore, destroys what he knows the government values, thereby causing harm to the
government.

The above sketch is simplistic, but few knowledgeable people in Honduras would
deny that it is essentially valid. It is true that there are other causes of forest fires,
particularly those deliberately set by cattle owners to improve forage for their cattle and
those set accidentally by rural farmers who burn the brush off their land before planting.-

b. Present Forest Use

In spite of the above, local people still can access the forest in most cases.

- They need to apply for a permit to fell a tree from COHDEFOR, a permission that is granted

in most cases. These trees are used for house construction and fencing. There is no

shortage of fuelwood, and the project has not affected the gathering of fuelwood because

. there is generally enough forest "trash" wood to provide more than enough firewood for the
area. It has thus had no effect on either men’s or women’s activities. :

s. Women’s Participation in Management Activities

The Project Agreement stipulated that women-in-development (WID) activities
were an integral part of the forest management activities. The prOJect has carried out this
mandate both through LUPE and through the social promoters in the FDP. Two of the six
promoters are women and work principally, although not exclusively, in WID activities. The
men promoters are also charged with forming women’s groups in the communities they
serve, and they receive visits from the women promoters to assist them with WID activities.

“The LUPE team also mcludes a WID specialist workmg excluswely with women’s groups.
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The WID activities for the FDP and LUPE are similar, and they achieve greater
coverage by not working in the same communities. These activities include home
improvement (improved wash stands, improved woodburning stoves, improved floors, room
divisions, screened cupboards), agroforestry (nurseries producing fruit, ornamental, and
multi-use trees, including leucaena and .maderado), vegetable gardening, and animal
husbandry (chicken coops, pig pens, cattle corrals).

22



SECTION V
STRENGTHENING OF PRIVATE INDUSTRY

A.  Objectives of Project Toward Industry

The FDP has as one of its components the strengthening of the- Honduran forest
industry to enable it to more fully use the forest resource, to produce better products, and to
thus make a greater contribution to the Honduran economy.

1. . Technical Assistance Program

: To help achieve these goals, the FL/P strengthened the COHDEFOR technical
assistance unit by providing a long-term member irom the AID technical assistance team.
Also, short-term technical assistance was provided in the form of short courses. These
included such subjects as quality control, wood drying, saw sharpening, lumber handling,
and the introduction of better log recovery practices. The unit also demonstrated and
promoted the use of more efficient technologies such as band sawing versus circular sawing
and kiln drying versus air drying. . Various manuals have been produced covering many of
the above subjects. A classification manual for Honduras dimension lumber and a lumber
grading manual have also been developed. These manuals have not been distributed to
industry members. '

2.  Forest Industry Results

The project-financed assistance to the industry was very well received
throughout the entire private sector, as well as being properly monitored by COHDEFOR.
A segment of industry has responded by investing in.band saws to replace circular saws in
the primary log-breakdown operation and/or the introduction of thin kerf band resaws to
- further improve lumber recovery. In 1990, 74 percent of the total pine lumber production
was accomplished with band sawmills. The project goal is to reach 90 percent.

B, Timber Harvesting *

This area is perhaps the weakest in attempting to strengthen the private sector. Of 14
short-term technical assistance assignments only one addressed the subject of logging
methods. The industry generally subcontracts the harvesting function for a flat negotiated
price and as such is not involved in this activity directly. COHDEFOR contract stipulations
concerning road location and construction, road maintenance, directional felling, skidding,
skid trails and landings are, on paper, adequate to ensure proper performance, however, in
practice they leave much to be desired.

'The following comments were made in June 1990 by a loggmg expert and remain
- valid today as observed by the evaluation team. .
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"Fallers do not use wedges, a single bit axe or a measuring device. Poor directional
felling is creating skidding time loss. Bucking trees into logs on the landing needs
improvement as buckers do not use tapes and trim allowance is usually wasteful. The single
line skidding system with tractors or skidders is slow and production could be doubled with
choker and presetting practices. " ‘ A

C. ' Sawmill Efﬁciency

Ten sawmrlls were sampled and most were 0perat1ng with band saws as the main log
breakdown equipment. Only one had an automatic self-loading log system and log turner on
their log carriage. Most mills depend on high manual labor inputs for these functions. Some
larger mills use a front-end log loader to feed the mill from the log yard. Only one mill
made use of a log debarker on a continuous basis. Sawn lumber moving through the edging,
sorting, and trimming processes used rollers and manual labor. None of the mills had a laser
projected hne-marker device as part of their edgmg equlpment to help obtain better recovery

" Dipping of sawn lumber to prevent blue stain, except in one facility, was manually
performed. Dipping tanks had problems with chemical leaking and splash guards were not
used to prevent workers from bemg in contact or sprinkled with chenucals

Sawdust removal is mostly done wrth manual labor using shovels and wheelbarrows.
Most edger operations had an installed dust pick-up system. .

1. Baseline Data—Current Data

Within the La Unién FMU one sawmill, San José, had sufficient data to make
comparisons.. Their original 163.4 board feet lumber recovery per cubic meter of log input
compared to the evaluation team recovery factor of 217.7. This was an improvement of 33
percent. The other mdustry within the FMU Honduply, has a current recovery factor of
223.1.. :

Outside the FMU, all sa’wr'nills are now receiving logs from the standing timber sale
program. The El Bijao sawmill had a previously established recovery factor baseline of
228.3 board feet per cubic meter and currently has a slight improvement to 231.6 board feet
per cubic meter. The other sawmill evaluated was the San Antonio mill at Danli. It had no
baseline data but today has a recovery factor of 219.5 board feet per cubic meter. Field
sampling methodology is presented in annex H.

2. Quality Control
Of all the mills sampled, variations in the overall thickness of dimensional

lumber or boards were within 1/8 inch tolerance. Variations were less prevalent where thin
band resaws were used. Poor maintenance on head-rigs accounted for maximum tolerance.
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The lack of a quality control manual, for the allowed measurement variation, among
producers has left many of them second guessing the extent of the problem. One solution to
improved practices is to have the COHDEFOR technical unit distribute their manual.
AMADHO has yet to review and accept this manual and thus make it available to its

" members.

3 Lo DlStributlcn Analysis
o In July 1991 the COHDEFOR industry techmcal assistance unit made an

- analysis of truck tickets representmg logs transported. One thousand logs were sampled with -

the following results comparing 500 logs from tradmonal sales and 500 logs from the new

B standing timber sale program.

Percent Volume Utilized
Dia. Rangq Traditional Standing Difference
6"- 7" v 003 5.1 4.8
6"-10" 17.0 35.5 18.5
10""‘ X ) 83.0 6405 -18.5
Percent of Logs Utilized
6"=10". 27.7° 52.7 25.0

These results compare with the evaluation team findings in two sawmills:

San José - 6"=10" - 20 percent
: 10"+ - 80 percent by volume
Honduply - 6"=10" - 37.6 percent by volume
10"+ - 62.4 percent by volume

The sampling indicates that the industry is utilizing a log mix that includes a high
percentage of small logs—a situation that demands higher efficiency. It is interesting to note
that in these mills the product quality recovered in logs 6"-10" was 6 percent high grade in
San José and 30 5 percent in Honduply. See annex H.

D.  State of Technology of Industry

The forest industry has improved, as indicated above:. 74 percent of the volume of

‘lumber produced in 1991 was from band sawmills. Six large dry kilns with a total capacity

of 250 million board feet (MBF) are under construction. A wood waste recovery process,.
the first in the country, has been installed at the Yodeco mill near Yoro to produce charcoal

~ brickets. Also at Yodeco, a steam-boiler generator to produce electricity from wood wastes

has been designed and purchased although not yet in production. Many mills have installed
single band resaws. -

. Another posmvc example is the value added process-evidenced in the establishment of
a medium- sized, pine-furniture business that derives its wood from.one of the La Unién

~ FMU mills. This industry utlhzcs a higher grade material and, although only two years old,
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'exports assembled furniture as well as paneling and mbldings to Burope and the Caribbeén
market,

1. Investment and Credit

The FDP had originally set aside almost 5 million dollars to provide credit to
the forest mdustry as part of the strengthening of industry. Due to a cumbersome process,
the need .to buy in the United States and to buy new, very few mills took advantage of the
credit line. Most of the industry has used private sources, such as exporters lending on
production; others have been successful within the national banking system. Many small
sawmills have not been able to use credit and have made no improvements, It would be
helpful to keep the AID credit line open to these small producers but it would be necessary
to change the rules by which such credit is made available, allowing them to buy improved
machinery regardless of source.

2. Production |

Sawmill production has decreased in Honduras from 165 MBF in 1986 to |
159.6 MBF in 1990. This chgnge is due to several factors:

e By 1990, about 75 percent of the timber sold was on the new sale program.
 Harvest volumes are more in tune with what the forest can sustain. Industry has
been forced to use smaller diameters as noted above.

o Since 1986, the number of sawmills operating has decreased from 109 to 85.
Of the 85 mills producing, 11 accounted for 43 percent of the 1990 production.
These 11 sawmills had an annual production of 3.0 MBF or more. The remaining
. 57 percent of production was from 74 sawmills with 2.9 MBF per year production
or less. Approximately 48 sawmills out of 85 have made no changes in their
- sawing methods and still operate with circular saws. Some additional attrition
~ among the smaller mills will no doubt take place. However, this segment of the
forest industry is still very much in need of additional technical assistance.

¢ COHDEFOR owned and operated sawmills have gone out of production. Their
combined annual production was 20 MBF.

E. AMADHO

As stated in the agreement between the GOH and USAID/Honduras, the COHDEFOR
technical assistance unit will be complemented by the provision to AMADHO of a forest
industry expert for a period of one year. This advisor will serve as a counsel to the
Association Directorate. AMADHO now has a technical advisor and has recently completed
an action plan for the organization. Among the most important tasks stated in their plan are

to:
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¢ Improve the imape of the Honduran forest industry
* Promote and strengthen unity among AMADHO members

® Provide training and technical assistance in management and administration of
forest-based industries

¢ Contribute to forest management policies giving emphasis to environmental issues .

¢ Promote better 'rélaiionships among munfcipaliﬁes, local inhabiiants, and forest
owners

¢ Organize an information center that will serve AMADHO members

e Take part in drafting and contributing to new forest policy that affects the forest
industries

Almost all sawmills can be improved by making both operational and mechanical
changes. The Honduran forest industry, for the most part, is eager to make such changes but
basically doesn’t know how. AMADHO is a vehicle to meet this need and should have a
hands-on expert to work with industry. The FDP should again provide a long-term advisor as
part of the TA team to work full time in assisting both AMADHO members and other
sawmill operators in making these improvements. This advisor will also need to assist
AMADHO members and other sawmill operators with economic feasibility studies and loan
applications helping to votain loans in the local credit market, especially now that. AID is

curtailing its program, '
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SECTION VI
TRAINING FROGRAM

A. Goals

Ac ding to the project pager, the FDP will finance the traiping courses to be held at
ESNAM orF harvestgxgjmetgoﬁg for erate sectorl.ﬁ)nggers—gotg1 téchm%txans anH‘ ©
laborers. These courses are to address logging and road construction/maintenance practices,
environmental assessment and impact mitigation, equipment maintenance, residue use,

accounting, and other technical constraints to loggers.

Also, some 35 short courses were to be offered on sawmill practices and dirccted at

private sawmill owners and their employees. These courses were also to be offerzd at
ESNACIFOR and cover sawmill maintenance, wood drying, lumber handling, mill residue
utilization, management, accounting, and other technical constraints to sawmills.

In addition, study tours to the United States to observe both harvesting and sawmill
operations for industry and COHDEFOR personnel are part of the training package.

On a longer term, the FDP was to provide scholarships for candidates to attend
ESNACIFOR and for technicians to pursue acacemic degrees in the United States.

B. Results

For various reasons, ESNACIFOR has not been able to meet the goals of the project
as a prime source of training. Some of these reasons are administrative, and one is that the
school simply does not have sufficient qualified instructors willing to develop short courses

-without additional compensation. The school has a demonstration sawmill and a saw filing

shop. The latter. does contract-sawfiling with some sawmills, but the sawmill is in such a
sorry condition that it cannot be used for demonstrating anything but how to function
improperly. , : , '

In spite of ESNACIFOR, the project has implemented about 25 short courses in
mostly industry related fields. Of 14 short-term consultants brought in for training, only one
was an exrerienced logger. The training that has occurred has been usually well received
and it hias had practical applications.

Many COHDEFOR technicians and professional foresters who have received training
in the timber sale program—both in the preparation of sales as well as in administration and
supervision of sales—have been hired by private industry. In the long term, this may be
good for Honduran forestry, however, in the short term it has created a problem for
COHDEFOR. :
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The FDP has provided scholarships for ESNACIFOR and currently has 21 in
attendance and 15 more planned for next year. From 1989 to September 1991,
approximately 309 person-months of academic training have been given, out of a goal of
469. Non academic training in the same period was 668 person-months, which :.-eeded the

goal of 517,

The COHDEFOR technical assistance unit has translated a number of technical
manuals to provide material for training courses. The evaluation team recommends these .

-manuals be published in'sufficient quantity to supply interested forest industry members.

The training coordinator should remain in his pdsition for the life of the project. The
evaluation team feels that he has done a very good job.

30



Sy

~

SECTION VII
ENVIRONMENTAL IMPACT UPDATE

A. Project Contribution to Conservation

The standing ‘timber sale program has had major achlevenients in the protection of thé

- environment while sustammg the productivity of the forest resources of Honduras.

Whenever proper follow-up and supervision of the timber sale occurs, as in the La
Unién FMU, the environmental impacts of forest harvest activities are significantly reduced,
soil erosion and stream siltation is minimized, fragile areas are not disturbed, habitat is
protected, and forest regeneration is facmtated so as to enable the resource base to sustain
yields over time.

As mentioned. under section VI, many foresters have left COHDEFOR for the private
sector. Thus, increased awareness about environmental consequences of forest related

‘activities is becoming part of industry’s own concern.

Through the FDP, one cloud forest area of considerable ecological significance (La
Muralla) has been protected and the proper steps taken to implement a management plan. A
second area was also delimited (El Armado) and plans are to provide it with proper
management and protection in the near future. :

Environmental education for local communities and nationwide was a part of the
project paper environmental assessment. This activity was to focus on the community
watershed and wildlands management components as well as on the community’s
participation in forest management. Funds were to be provided for a national program of
environmental education focusing on forestry and related environmental management

.. techniques. Some educatlonal interest has been produced but the program has not really

"taken off."
B. Project Contribution to Sustained Use

Within La Unién FMU, the FDP has introduced the concept of the allowable annual
cut—i.e., that volume which the forest can sustain on a contmumg basis. It will also be
deterrmned for the second model FMU at Salam4. The issue confronting forestry experts in
Honduras is the period COHDEFOR should apply this basic principle throughout the entire
commercial forest area. Wlthout it, forest depletlon will continue in an indiscriminate
manner.

Proper timber sale preparation and supervision will achieve positive results. The
regeneration capacity of the forest is strictly dependent upon proper supervision of harvest
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activities, upon the implementation of certain erosion control measures, and updn effective
fire control.

C. Environmental Assessment Update

The anelysis and discussion is based upon field observations rather than objective
measurements, because no baseline data has been estabhshed (eroslon/ sedxmentatlon plots,
weather stations, wildlife mventones, etc.)

¢ Tropical Forest Protection

Broadleaf forests of the ecologically significant cloud forest type have received
considerable attention as per the two wildland refuges set aside, La Muralla and El
Armado. Slopes in excess of 50 percent have been kept out of harvesting plans
until harvest systems compatible with the environment can be introduced.
COHDEFOR has recently been assigned responsibility over all protected areas in
the country so that the lessons learned by the FDP can be transfered nationwide.

¢ Watershed Management

Within the La Unién FMU, four community watersheds have been identified and
management plans are being prepared. This provides COHDEFOR with an
excellent opportunity to interact and cooperate with the communities on issues
critical to their own subsistence. A watershed management department within’
COHDEFOR exists, but its presence and work within the La Unién FMU is less
than evident. FDP efforts in wztershed management need to be strengthened. -
This is an area for additional women’s partlclpatlon if competent professionals are
available.

* Forest Road and Trall Development

It is evident from an envu'onmental viewpoint that forest road and Skld trail
development.remain a major concern. Timber sales contract provisions clearly

~ assign responsibility and establish technical specifications for all aspects of location
and construction. Execution and adherence to the contract varies consxderably asa
function of sale administration and on-site supervision.

o Silvicultural Practices

The project has concentrated on preparing for and implementing the new standing
timber sales system. Although the system has clear implications for the adoption
of sound silvicultural practices, their application requires more technical personnel
with greater experience and training and increased presence on the ground.
Paratechnicals and recently graduated technicians without experience are not
quahﬁed to apply s11v1cultural treatments without more trammg and professional
supervision.
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Forest Harvesting Practices

This is an area of greater achievement by the FDP in that better use of the
resource has occurred. Improvements can still be obtained by directional felling of
trees, more precise measuring of logs prior to bucking, skidding of log lengths
rather than tree lengths, use of a choker system to increase efficiency, and
ultimately the introduction of cable systems for steeper slopes. Using a lop and
scatter slash disposal method for erosion control on skid trails. and landmgs would
be environmentally mgmﬁcant «

Wildlife Management

Forest fires, cattle grazing, and indiscriminate hunting practices account for
conditions observed whereby the forest appeared to have little wildlife, birds, and
mammals present. To include all aspects of the ecosystem, wildlife management
should have more emphasis and could provide a way of engaging the local
communities in protecting the forest.

Biological Diversity

The FDP has achieved more than expected in the original project paper in terms of
setting aside areas of greatest biodiversity such as La Muralla. COHDEFOR needs
to strengthen its institutional capacity to protect and manage an entire system of
wildland areas nationwide.

Grazing Practices

COHDEFOR has not defined a clear and decisive policy to protect harvested areas
from illegal fencing for cattle grazing. A policy exists precluding cattle grazing
for up to eight years after harvesting, but it’s evident that enforcement of the
policy is weak. As a result it is possible that management plans based upon .
natural regeneration-under undisturbed conditions (no grazing-no fire) will not be

' realized completely. It is evident that a good number of fires are set by ranches
~ to improve forage.

Considering that traditional grazing practices are low-cost affairs associated with
social status, attempting to change them is not an easy task, but clearly one that
nwds to be addressed with urgency.

Forest Industry
Major problems arise when the sawmill purchaser of timber subcontracts the

harvesting to small contractors. These latter being underfinanced and under
pressure to produce, tend to "operate as they always did.”" FDP needs to address
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this aspect most urgently, as they appear to endanger the proper application of the
standing timber sale system especially where supervision and sale administration

are weak.
Soil Erosion and Sedimentation

On practically all of the sites visited by the team, very little has been done to
prevent soil erosion. The most commonly observed activities included: improper
layout of roads and skid trails, inadequate ditching and drainage along roads, poor
location and size of landings, inadequate stream crossings, and inadequate water,
barring of roads and skid trails after harvesting.

Mineral Exploitation in FMU

Since preparation of the environmental assessment, a gold mining operation (partly
open pit, partly tunnels) has started at Los Blancos, north of Mangulile.
Environimental impacts of such an operation are obviously quite considerable.
COHDEFOR should coordinate with the Ministry of Natural Resources to
supervise mining operations to evaluate environmental impacts and propose an
effective mitigating plan.



ENVIRONMENTAL COMPONENT -SCHEMATIC SUMMARY EVALUATION

EY ISSUES/COMPONENTS JUSTIFICATION ACHIEVEMENTS TO DATE PROBLEMS - RECONMENDAT IONS

_ TIMBER SALE PROGRAM ® reduce environmental impact . * specifications in contract ® poor logistic support * long-term technical assists
a. roading systeas ® reduce cost of construction and -® trained and motivated personnel ® poor field supervision ® motorcycles for sale admin.
(layout & supervision) maintenance . @ timber sale system applied ® poor enforcement of * incentives for sale superv.

® improve forest regeneration country-side contract clauses ® gtricter enforcement
® reduce soil erosion/siltration @ better utilization of timber * timid stand vis-a-vis * full closing of site
* control forest extractlon . _ resources grazing * no-fencing after harvest
activities ® reduced environmental impact ® no community partlcipatlon ® trails and demostrations
: (fuelwood/grazing
activities)
‘b. harvest plaming ® reduce impact on fragile areas * oxen logging operations * inadequate supervision * mproved Llogging techupes
" (area selection) ® protection of genetic resources * habitat and stream protection ¢ poor enforcement of ® better supervision
® sustainable forest management ® better idea of harvest potentlal contract * better logistic support -
® protection of biological - * increased environmental * weak watershed management @ short-term technical assist
diversity awareness ®* no wildlife management .
® control forest management
activities .
- PROTECTED AREAS * model management unit - @ dildland refuges established ® El Armado W.R. not actively ' short-term technical assist
a. protected area mgt. * training for plannig purposes - ® management and operational plans protected and managed - ® managemerit/operat. plan for
(La Muralla Refuge) * institutional building - ® yigitor center/nature trails * poor community involvement El Armado W.R.
® inventory/reconnaisance ¢ weak patrolling (guards) ‘5 training of guardslpersom
forthcoming ¢ weak personnel training * community extension/partic.
’ * poor logistic support * motorcycles/horses

municipal watersheds identified ® weak community participat. ® short-term technical assist
trained personnel ® lack of specialized ® gpecialized training ‘
environmental education program  personnel focused extension/environ-

: ¢ wyeak extension activities - mental education progrems
small business oportun.

b. conservation extended ® commmity involvement :
-beyond protected area * training of forestry personnel .
* protection of biodiversity

o0
»

BVIR(-EII’AI. MOSITORING * learning/training opportunity ® some equipment purchased
a. envirormental problem identification/ ® some impact assessment done
_monitoring evaluation - :

short-term technical assist
special training/equipment
establish “environm. unit®
set baselines

develop monitoring system

no monitoring systems

no baseline data

no specialized personnel
feedback mechanism training opportunities lost
improvement/adaptation of » no in-house capability for
mitigating technology impact assessment

® building institutional capacity

* 0 *
* 00 ¢
LN 2% 3% & 3

b. envirormental ® raise environmental awareness ® generic environmental ® no community participation * short-term technical assist
education ® induce community participation education programs and * weak personnel training * greater community involvem.

@ contribute to forest protection materials ) ® weak problem identification ® better training of personn.
® contribute to conservation of * some community extension/ ® yeak problen focus * focused env. education prog.

biodiversity organization * promote local environmental
protection groups (ONG)
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SECTION VIII
PROJECT COMPLEXITY

- The evaluation team agreed that the FDP was a stralghtforward technical project.
Although having various phases, all of which contribute to the total, it is not considered complex
in the sense of having confusmgly interrelated parts ‘ -

All things considered, the FDP has been a success. The project has been well defined .
and its objectives clear, w1th perhaps the exception of the managerial reorientation of
COHDEFOR. Having said this does not diminish the need for continued long-term technical
assistance. Many of the criticisms of the project evolve from the continuing need for -
supervision and training which will only be met by a long-term continuing presence on the
ground.,

A change in direction or emphasis for the FDP is indicated in three areas:

¢ Since COHDEFOR expanded the standing timber sale program nationwide
prematurely, the FDP should address the need to supply training and monitoring in
both the timber sale program and the appraisal system nationwide.

e Since the success of forest management in Honduras is based upon successful
natural regeneration of the forest and COHDEFOR lacks an adequate fire
prevention program, a new element of the FDP should be to address this need

e As pointed out previously, the concept of the allowable annual cut has only been
apphed to the two model FMUs. The FDP should also work with COHDEFOR to
assist in meeting their needs in determining this allowable annual cut and in
implementing it natlonW1de :

This b'roadenin'g of the project would be a major contribution to i improving forest
management in Honduras. It would also take the project out of its cocoon and allow it to
project its influence throughout COHDEFOR nationwide.
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SECTION IX
CONCLUSIONS

The TA team did not establish baseline data for evaluating the project nor did they
monitor the project in a professional manner.. , ,

. Many managerial positions in COHDEFOR are held by pohtlcal appointees who do -

not have professmnal backgrounds.

To meet the FDP goals on management improvement, COHDEFOR must
undertake major changes in light of the constraints on its ability to generate
revenues and to control its costs. Such changes can only be brought about by
professional management quality and continuity throughout the corporation. Any
real improvement in the performance and administration of COHDEFOR must
depend upon total support and cooperation of the GOH.

Important achievements include the establishment of the standing timber sale
program. Still lacking is the adoption of a residual value appraisal methodology
for pricing the standing timber, which was to have been implemented in year 3 of
the project. There has been no explanation by the TA team as to why this hasn’t
happened.

Timber sale contract provisions provide ample safeguards for environmental
protection if they are enforced. Compliance with the contract regarding road
location, skid trail location, construction standards, and erosion control practices
like water-barring roads and skid trails has been adequate W1thm the La Unién
FMU but not on sale areas in other parts of the country .

Although a number of envu'onmental assessment activities have been performed
COHDEFOR and the FDP have not acquired an in-house capability to conduct
impact evaluations and environmental analysis. :

The allowable annual cut concept—i.e., harvesting only what the forest can sustain
on a permanent basis—has not been adapted by COHDEFOR nationwide. The
FDP has made the determination in both model FMUs selected. Within the La
Unién FMU, the harvest level for 1991 has been excessive compared to the
allowable annual cut calculation.

Forest fire prevention is poor. COHDEFOR only reports fires that it combats,
hence, statistical data on fire control is inadequate and misleading.

. Stt'engthening of the forest industry through technical assistance of the FDP has

had positive results among medium and larger producers. However, over half the

39



|
F.";L__\'gl‘;‘@ g™

10.

11.
12.
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14.

15.
16.

17.

18.

19.

sawmills in Honduras have made little or nd changes in their operations.

The FDP has heen lax in not distributing to forest industry the manuals that have been
produced by the COHDEFOR technical assistance unit.

Introduction of skid logging has been a positive change in logging method in
environmentally sensitive areas. However, traditional tractor skidding, timber falling,

and truck loading have not changed and are inefﬁgient.

More education and consciousness-raising concerning the environment is needed
nationwide among the population in general and resource professionals and the forest
industry in particular. Although some educational material has been produced, a
strategy and plan for its distribution and use in schools and elsewhere is still missing,.

Timber sale preparation and administration (supervision) as well as the work of social
promoters is hampered by a lack of transportation.

Women social promoters in the La Unién FMU have been more successful than men
because they work better with both genders. Community selection for social
promoters needs to focus on communities that demonstrate apathy and negativism.

ESNACIFOR has made little contribution to the FDP training effort, which is not
what was originally intended.

The project has produced methodological and institutional changes, which over time
will meet the objectives of the FDP.

The FDP is a straightforward technical project with clear and well defined objectives.
At this midpoint in the project, it is evident from the above conclusions that continued
long-term technical assistance support is needed.

The project should consider a change in direction in three areas:.

¢ Address the need for additional support, training, and supervision of the timber
sale program nationwide.

¢ Increased fire prevention support for COHDEFOR.

¢ Assist COHDEFOR in extending nationwide the concept of the allowable annual
cut. ,

The project to date has not had a visible impact on COHDEFOR’s levels of
awareness, commitment, and ability to formulate and meet its management objectives.
The project’s underlying objective—interpreted as improvement in all management
leveis—has not been achieved. If looked upon as a step-by-step implementation of
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specific requirements, the project has undoubtedly moved in the right direction a;nd |
achieved much since its inception. See progress chart in annex J. |

" Providing incentives to groups rather than individuals has proved more successful.

Forest protection funds are a positive influence in improving COHDEFOR relations
with selected communities. For example, 24 vigilantes in 15 communities were hired
to protect the forest from fire and these funds are used for community projects.

Small enterprise development, improving income levels by starting small businesses,
has not been operative long enough to derive any real conclusioris about its ultimate

success,

In lieu of continued USAID/Honduras support in credit, a stronger emphasis should
be placed on technical courses provided by short-term experts, This need is reflected
in continuing losses in the smaller sawmills due to lack of quality control, poor or no
machinery maintenance programs, poor milling practices, and inefficient wood dryn.g
processes.

AMADHO has been strengthened and FDP inputs have provided an advisor who has
helped develop an action plan for the orgaiization. AMADHO has been ineffective in
assisting its members with hands-on technical help.

FDP has no capability regarding improving traditional practices in range management.
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SECTION X
RECOMMENDATIONS

USAID/Honduras shbuld install a new TA team to develop baseline data for the

. balance of the project, to monitor the project by providing monthly reports (which .
“has not been'done), and to provide the needed on-the-ground training and follow-

up evaluation for the timber appraisal system, sale layout, preparation and . :
supervigion, road location and construction supervision, etc. The team is needed to
assist over half the sawmills in the country, which have made no improvements.
Because of the workload to be accomplished and the delay in hiring a TA team the
project should be extended until June 30, 1996.

GOH should eliminate political appointees that have no professional background
and build COHDEFOR into a competent professional organization at all levels with
incentives for all employees. If this is not accomplished, it would justify a halt to
the project because the long-term project objectives will not be met.

Compl»te the FDP objective of instituting a residual value appmsal system for ,
pricing standing timber sales. This will go a long way toward encouraging private
industry to modernize both its harvesting and milling operations.

Include in the timber sale contract the requirement for a performance bond to
enforce compliance with timber sale contract clauses. If this is not accomplished,
it would also justify halting the project.

Establish an "environmental unit® within COHDEFOR to direct monitoring
activities on timber sales and contribute to forest management and extention
activities.” Also coordinate actions related to the establishmerit, protection, .and
management of critical ecosystems within the project area. -

FDP should assist COHDEFOR in determining the allowable annual cut nationwide
using the model FMUs as examples.

FDP should fund a separate forest protection activity to address fire prevention and
suppression on a nationwide basis. The education program should include
environmental awareness as well. A first step would be an in-depth analysis to

" determine needs and costs.

Provide additional and continuing technical assistance to that segment of the
industry that has not made changes in their operations. Continue to support w1th
technical assistance that portion of industry that has made changes.

FDP should publish and distribute COHDEFOR techmcal assistance manuals.

43



RS

lol

11,

12, -

13.

14.

15.
16.

17.

18.

FDP should establish a model logging unit to demonstrate environmentally sound
harvesting and roading practices and to introduce a uniform cost accounting system
for the industry. This unit could also function as a teaching example for the
timber appraisal portion of the new standing timber sale program,

Further implement an environmental education program involving public at large,
forest industry, students, and the communities directly affected by project activity.

FDP 'should closely monitor transportation maintenance and allocatnon and provide
additional vehicles and motorcycles to-timber sales supervisors and to social
promoters, where necessary.

Provide male social promoters with more training so as to increase their effectiveness
in working with both genders.

Strengthen ESNACIFOR, make an in-depth analysis of the school to determine its
needs, and assist it accordingly. This is particularly important as the school becomes
independent. Bring it back into the FDP as a primary. training vehicle.

FDP should provide additional support, training and supervision to the timber sale
program nationwide. .

FDP should continue to prov1de short-term technical assistance in the form of short
courses for industry and COHDEFOR.

One of the TA team members should be a forest industry expert with hands-on ability
to work out of AMADHO’s office in conJuncuon with the COHDEFOR techmca]

assistance unit.

The FDP needs to provide a capability regardmg tradmonal practices m range
management within forested areas,
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SECTION XI
LESSONS LEARNED

Overall the FDP corresponds well with the aims and strategies of current Honduran
development policies. The broad objectives of FDP, as conceived four years ago, continue
to be highly appropnate in the present national context. Lessons learned include:

Concemmg the AID techmcal assnstance team, it is apparent that the mdmdual
not the parent organization, is the key to success.

The mtegratmg of projects in the project area of La Unién, for example LUPE and
FDP, was a mistake. The LUPE team was supervised and administered by both
projects—people need only one boss.

Although many in COHDEFOR and the industry initially resisted the new timber
sale program, project execution at the technical-field level was good and both
groups have responded very positively. Response to technical assistance at the
sawmill level has been positive. The lesson learned is that if hands-on expertise is
observed, it can influence change. :

Team leaders who do not set goals and manage by objectives fail to provide
necessary baseline data and adequate project momtormg, such as no monthly,
quarterly, or annual reports.

In the project component concerned with the reorientation of COHDEFOR'’s
management segment, the specific purpose could have been more clearly defined.
Effectiveness of management on a top-down scale was apparently not perceived as

significant or was dealt with indirectly through emphasis on procedural matters.

The importance of the managerial effectiveness objectlve was not emphasized or
communicated throughout COHDEFOR. For a policy to be implemented it must
be known and understood by all

No one of executive rank was given tﬁe responsibility of monitoring the managerial
effectiveness objective and reporting this to top management. Without someone in -
charge with authority to act, little can be accomplished.

The sense of responsibility of middle-lower levels should not be underestimated.

In the FDP, all procedural project improvements were achieved by these levels and
these individuals are still working for overall improvement in administrative
procedures.
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® The USAID/Honduras technical advisor to the FDP needs to spend more time on
the project—it is a full-time responsibility.
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SECTION X
PROPOSED IMPLEMENTATION PLAN

To implement the recommendations of the mid-term evaluation of the FDP it is
important to engage a long-term technical assistance team as soon as possible. The
remaining project time should be extended until June 1996, which will allow AID six months
to recruit the team and give it four more years to accomplish the goals of the project. The
selection of the team should be among candidates who are committed to work in Honduras
for four years. This implies cultural sensitivity and willingness to communicate in Spanish.
The technical abilities of those selected should be without question. See annex I- technical
assistance team requirements. The following exhibit illustrates a proposed plan of

implementation.
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EXHIBIT-PROPOSED IMPLENENTATION PLAN

LT and ST technical

assistance

48

Major Implementation Actions | Project Activity | Responsible Estimated Time Target
: Party of Initiation Completion
) Date
Contract for TA team All activities AID-COHDEFOR |Dec, 91/Feb. 92 | March 1992
"TA team arrives in country : April/June 92 Lop .
« Procurement of vehicles and| All activities Jan 1992 June 1992
equipment (motorcycles)
Activities - Year 4
. T? develops -detaf led work TA-COHDEFOR |June 1992 August 1992
-plan ' .
Evaluation plan developed TA-COHDEFOR [June 1992 August 1992
Training plan prepared TA-COHDEFOR |June 1992 August 1992
. Bagseline data collected
for purposes of final
_evaluation; .dats
requirements egtablished by
COHDEFOR, TA, AID COHDEFOR-TA |June 1992 August 1992
. Continuatfon of training of
COHDEFOR personnel in
standing timber sale
preparation and
administration i TA-COHDEFOR |[June 1992 LoP
. Prelimimrg guidelines for '
enacting the residual value
stumpage eppraisal system
to complete the standing
timber sale program TA-COHDEFOR |June 1992 August 1992
. Design logging model TA-COHDEFOR {July 1992 July 1992
* Purchage equipment AlID August 1992 Dec. 1992
Set up model in Salema FMU TA-COHDEFOR |Dec. 1992 LoP
Establish an environmental COHDEFOR-AID- |June 1992 LoP
unit within COHDEFOR TA
Continued T.A. to forest TA-AMADHO- June 1992 Lor
industry in form of short COHDEFOR . .
courses-gshort term
consultanta
Asgistance to industry TA-AMADHO August 1992 Lop
through economic analysis and
preparation of loan requests
Year.end evaluation and TA-COHDEFOR- |Dec. 1992 Annually~LOP
annual work plen for 1993 AID .
prepared . } o
nationwide educational/ .]COHDEFOR-TA Continuation LoP
public campaign _|strenghtening
Activ -
. Implement new pricing Forestry Dept.|July 1993 Lor
procedures for standing COHDEFOR
pine timber-nationwide "
Activities - Year 8
. Carry out project and TA-AID February 1996 April 1996
evaluation
. Close out contracts with AID June 1996




A. Budget
Element ' Units Yalue
Technical assistance:
Long-term : .
Team Leader/Forest Mgt. Spec. 48
Logging engineer 48
Timber sale specialist 48
Lamber Mfg. specialist 48
Management consultant . 48 .
Total 240 | $ 3,300
Short-term
Marketing specialist 12
Sawfiler 24
Wood drying specialist 24
Timber falling expert - , 24
Skidder/tractor operator 12
3-man cable yarding crew 36
Timber sale specialist 24
Management consultants . 12
Environmental component 21
Total 189 ‘ T $2,200
. BSNACIFOR (strengthening . $§ 1,300
Training-local 1,300
-Os , _ 700
Vehicles * 300
Equipment 600
Buildings 200
Project Management - 350
Small for-industry 300
Roads : : /1,500
Incentives ' : . . ' 350
Model logging equipment o . ‘ 500
Subtotal _ | - s 11900
Fire protection.project : 3,000
Total $ 14,900 .
Fire protection project:
Equipment 1,000
Technical assistance and training : 1,000
Nationwide education program . 1,000
Total $ 3,000
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B. Enﬂronmental Action Plan

This plan is designed to enable the FDP to meet its environmental objectives, to
ensure proper implementation of mitigating measures, and to continue promoting
environmentally sound forest management practices.

J Environmental Unit. It is critical that the FDP institution-lize a team
composed of initially two and increased gradually to fonr profes.swnals
Currently only one person is assigned to this activity and is overwhelmed by
the workioad. This team will direct monitoring activities, contribute to forest
management and extension activities, coordinate educational activities,
establish community -based interest groups, and coordinate actinns related to
the establishment, protection, and management of critical ecosystems within
the project area.

J Technical Assistaace/training. To meet staffing and training requirements,
an initial input of external technical assistance is required to help the team get
started. Twenty-one person-months over the remaining four years of the
project is anticipated, at 2 maximum expense of approximately US$284,000.

e  Components of the Action Plan. These consist of forest ranagement,
protected area management, and environmental education/forestry extension.

The forest management component will integrate environmental consideration in
management practices, including selection of harvest areas, road location, and logging
activities. The purpose is to support the standing timber sale system and incorporate a
monitoring system that will identify environmental impacts, their source: and magnitude, and
demonstrate alternative techniques to improve impact mitigating procedures.

The protected area management component will oversee the planning and management
~ of the La Muralla and El Armado wildland refuges, and support and assist COHDEFOR’s
activities related to the planning of a national system of wildland areas. This component will
also coordinate trammg for project personnel on matters related to biological conservation
within the areas and in buffer zones. It will also coordinate scientific activities in support of
protection and proper management and help induce the participation of local communities in
the protection and proper use of resources of the protected areas and their buffer zones.

Environmental education/forestry extension is a vital component of this plan. It will
coordinate and supervise the generation, distribution, and effective application of educational
materials and programs. This component also assumes the responsibility.of organizing and
coordinating training activities of project personnel related to environmental protection,
education, and agroforestry extension. The personnel in charge of this component should
work closely with the project’s social promoters and the small business enterprises
component of the FDP to identify common purposes and strategies and work them more
effectively. .
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The "environmental unit” will require external monitoring on a periodic basis. It is
recommended that the FDP involve the USAID regional environmental officer as required by
the project paper, or alternatively contract with a specialist to monitor the environmental
component of the project. This activity should be conducted over the life of the project at
regular intervals—i.e., three times a year for a duration of two weeks each visit.
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STATEMENT OF WORK

I. BACKGROUND

The United States of America and the Republic of Honduras signed a Project
Agreement on December 29, 1987 to implement the Forestry Development Project
-(522-0246) . ‘

The'puryooe of the Project is to improve the nlndgoﬁoht aud sustainable
productivity of commercial pini forestse and the efficiency of industrial
conversion and marketing of wood products. Thc Project addrelnel one of the
most critical problems facing Hondurce, the rapid depletion of thn country's
forest resources and the parallel decline of the lumber industry, leading to
substantial envirommental impacts. Over the past 20 years, the broadleaf A
forests have declined by approximately 50 percent, falling from 4 million
hectares to 2 million hectares., During the same period, the volume of pine
forests has been reduced from 48 atllion cubic meters to 28 million cubic
meters. Since 1978, lumber production has declined from 260 million board
feet to about 180 million board feet per year. If the toroct'deplctlon trend
is not reveroed, in less than two gencrationd there vill ‘not be lutficient
resources to lu-taln the commercial wood product . 1nduotry. leaving thousands

of families vithout employment and causing & severe hardship on the nation's .
economy. Moreover, the enviroumental quality and productiﬁity of the cbuntry
wil), be irrevocably and severely damaged.

The project consists of three integrally related co-ponentlé (1)
institutional reorientation of the Honduran Forestry Develoﬁneit Corporation.
(COBDBPOI): (2) iaproved forest msnsgement of selected resources; and (3)
strengthening of the private sector forest industry. Under institutional
reorientation, the most important {nnovation is the change in the practice of
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selling timber in order to better use the exieting resource and create the
conditions for forest pfotoction and regeneration. The other areas of
involvenent under this compounent control lumber exports and managerial

o!flcioncy.

The forest management of selected areas emphasizes rational utilization, firs
protection and natural regeneration. 'The local population is involved in both
the management activities and the utilization of the forest. Agricultural
stabilization, agroforestry and range management are¢ alsc considered as part

_of the program in order to achieve the integrated development of the area.

The private sector strengthening component is composed of technical

‘»anciotance. training, and crcdié to support improvements 1n the productivity“

of the wood products induatry.

The planned life of project is seven years, with a Project Assistas-ce
Completion Date (PACD) in December of 1994, with a total cost of $32 million.
The A.I.D. contribution consiats of $20 million ($15,959,000 in grant funds
and $4,041,000 in loan funds). The Govermment of Honduras (GOH) contribution,
cash and in-kind, consists of slightly over $12 million. As of March 31,

* 1991, $17,919,000 has been obliguted ($14,385,000 in grant funds and
. $3,534,000 in loan funds), and cusulative expenditures have been $10,453,653.

Within the past year, the GOH has ilplenontad Yar~reaching monetary and fiscal |
reforms including adjustments to its exchange rate and tariff regimes. In
response, the A.I.D, Mission is moving towards a program directed at removing
sectoral policy constraints and which emphasizes trade and investzent,
democratic institutions, and the enviromment. A
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The study required in this vork order will independently evaluate the
Project's success to date; the Approprnumu‘ of project design given recent
economic changes, the nev Economic Assistance Strategy for Central Americs,
the growth of ‘m_uro'nu'o and concern in the United States of worldwide
environmental issues such as global warming and tropical forest depleticn;

and vill recommend oﬁttonl vegeiding future project implementation. .

1. TImx

M!dterm evaluation of the Forestry Development Project, 522-ui46.

III. ORJECTIVX

The Project Purpose is tc improve the management and sustainable productivity
of commercial pine forests aand the efﬂéhncy of industrial conversion and
marketing of wood products.. The key objective of the evaluation 1is ro
evaluate the Project's accomplishments to date, and its success in achieving
the a».2ject Purpose av measured chrough the verifiable indicators.

The evaluation will test assumptions reg- rding the project desigo and will
recommend project design ond/or‘hpleunt'atton changes. 1In this regard, the

.evaluation will examine the Project's contribution to important higher lavel

goals, such as the preservation &nd custainable use of the natural resource
base, as described ia the Enviroumental Assessment of the Project and in the
Project Paper, '

IV. Methods and Procedares

The evaluation team vill reviev all relevant documentation including the
Project Paper, A.I.D. Project files and baseline data availadle at COHDEFOR,
and will interviev GOH, FASA, and USAID personnel, The team will develcp and
the report will {ndicate (1) a full understanding of the Project, and (2) the
b'uh. t'o'r' thie full and independent analyeis. The evaluation uu' focus on

A-3 | ' ’65
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current implementation status, outlook (i.e., attuimaant of project purpose
and outputs, project administration, etc.), and the impact the Project 1is
having on the enviromment. It vill make rcccnmondutlono regarding lccoono
learned, the future of tho Projcct. |nd on the long-uct- effects on thn
environsent with and vlthout 0.8.0. lupport for forestry uctivities in
Honduras.

The evaluation will examine the continued appropriateness of planned outputs
now that some basic economic conditions and sectorsl policics have changed,
and based on experiencu in oiecutln. the Project to date, The evaluation will
examine (1) assistance to the commercial forestry industry and vhether or not
it 1is essentiasl to achieving the Project Purpose, (2) the magnitude of the
enviroomental problem in Honduras related to !oro.try, the Projoct s
coantribution to environmental conservation and 'vhether or not thto ares merits
adjustment, including the introduction of hardwoods fato the Project, and (3)
the relationship of the Project to the Mission's prlortti on increasing
exports of manufactured wood products. Other specific areas are articulated
ia eucceeding secrions.

V. STATEMENT OF WRK

‘- : mrd Tlll.l
Tha contractor's team will snalyze and tevlev project documents and
records, baseline data, verifiadble 1nd1cat6tl. purpcée and goal, in order
to get a basic understanding of the Project’s odbjective, philosophy, '

implementation plan aad accomplistments.

In all of the areas that will be evaluated, the eoutrﬁctor will analysze
the folloving issues as they relate to project wrogress:
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b. What has been tke effectiveness of the tochniul'apniotnncc team in

a, What are the prevailing forest and marketing conditions in similar
'~ geographic areas that do mot receive project support?

organizing, planning and executing project activitiss?

c. What capacity has been developed within COHDEFOR to carry out the
required project activities?

d. What 1s the relationship and coordination of project efforts with the
other officeer +f C(HDEFOR?

e. VUhat is the level of political will and capacity of the Government of

Honduras to support project activities and relevant policy changes?

f. Have the Project's environnental impacts be.u consistent with
Environmental Assessment guidelines? Should the Project place more
emphasis on environmental protection, such as wildlands and reserve
management? |

g Is the complexity of the préjocc an issue; i.e., 1is the project
organization and/or the structure of components having a negativa
impact on project exdenditures or ici_lievemt of the Project Purpose
or outputs and are project desig:u changes needed? '

FR

For all of the areas analyzed, the contractor wvill evaluate the pru'cntl

- situation and make specific ‘Tecommendations. Recommendations should be

pt{ié;itizod vith ujoi' roc'dnendnttqna .showvn in the body of the roﬁort.
and secondary recommendations listed in an aunex, and should include
specific objectives and actions that are to be taken, as well as the
inpute requir«l and the cost of implementing the 'rcco-ondc‘tion-.. The
contractor vill also provide a separate chapter on the Project's
envirommental impacts which vill bring the Project's Envirommental
Assessaent (EA) up to date based on curreant knovliedge and the progausis
for the future. In addition, envirommental iesues and iuwtl vill be

. integrated throughout the body of the report. Women-in~Developaent
 fesues will also bo covered under this eulucti.on to determine women

participation in project acttvitlu. any conotntnto for their ,
puttcipauon (cultural, hck of sdequate promotion, extension services,

etc.), and benefits from the project:. ThAC Cualyoition well
Q“u f{u.‘lc-tl f"’i( qo’\ﬂ.sf the pfdJ(of‘ Rea $
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Specific Taske
1, Standing Timber SJales System

The evaluators will devise a unpling n&thodo].ou and will analyze sn
appropriate numbar of timber harvesting operations, stratifying the
sample among operations under the new timber sales program and those
under the traditional method, to compare the economic and financial
effectiveness and envir.onncntal hpcct of both systems. To the extent
data 1-' available the contractor may find it useful to analyze historical
data regerding coumercial extraction of pine forests.

The coatractor's report will contain observatione, quaatitative and
qualitative data, and analyses of such dats regarding both eystems on the
folloving issues:

a, What is the amount snd Quality of materisl remaining in the forest
e-ttng ui-2ae, both cut and standing? .
b, What are the losses due to felling and bucking techniques?

c. What is the quality of logging roadl. rehttu to opoeificaciom set

out {a project- docu-entl? ‘
d. 'What are the soil conservation and erosion coantrol ,tcchnlqu‘cl‘being
put in practice, and what 1s the envirommental impact of both systems?
e. What is the cost comparison of the traditional and név'ltundin;
tinber sales system? The comparison must indicate the cost to
COHDEPOR aud to the private wood industry.
f. What conclusions can be drawn fro- an economic lnnlylis of both
systems?

e

g+ Is the uount and effectiveness of forest oupetvhlon undcr each
system adcqnatc?

h. Has the quality control of the aevw timber uloo oyoton auured
‘accurate timber volume assessments? .

1. Do woken participate in these two systems actlvitleo? If not, vhat

a6 o g@.’.

~are the gonotninto?.



The contractor will evaluate the Project's future plan for the
implenentation of the program nationwide, in terms of COHDEFOR 'S

coumitment to the system and the availability of vehicle, equipaent and

techuical resources to maintain the system in ~operation, at an acceptahle'

level of efficiency and qunlity coantrol,

2.

Forest Management in La Uni6n

The Project activities 1n the management area of La Unién have been
carried out only in part of the area. The contractor will establish a

methodology to determine the magnitude and ef fectiveness of various

technologies of the Project's impact in the area and establish

comparisons between the areas with Project intervention and those areas

still unaffected by the activity. The contractor vill evaluate Project

activities in the area to determine technical and socio/economic benefits

gender-dilaggregdted as appropriate, dravbacks and cost effectivenesa,

based on baseline data and the results of the comparivon analyses. If

gedder dir-ggregated data 1s not being collected, the Contractor must

aake a recomuendation, specifying indicators. These analyses will

b.

Ce.

d.

characterize the following specific areas:

What has been the effectiveness of Project~related initiatives to
improve tfnditionnl practices in cattlc‘grazln; and range managesent
in the forested aress? ' o ‘
Vhat jrd the results of a -comparison of traditional and improved
hilleide ngricultﬁtd‘nctivltibo in the area, including estimated farm
budgets vith and vithout the Projcét. for most important crops? Is
theih a difference for vomen-headed households?

What effect has project intervention had on the local economy,
iacluding aversge iacome of local popqlntlon. msjor sources and
distribution of the fucone bj economic strats and sex? ‘ '

‘tht'dffgcttveneol have the econcaic incentives had in promoting .

project activities and 1-prov1n3 the locallecono-yt
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e. What has been the amount and type of forest management activities
during the lnnt' five years, including ‘uuutu of the quantity snd
cost of work, number of pcruoha involvad (by gender) and income

' gcnoratd? .

f, What has been the impact of the ptokru on “traditional” or
non-comnercial use of the forest for fuelwood, or other family or
coumunity needs? How has this affected women daily activities?

g. What are the results of a comparison of the area's forest management
actlviti‘.u'vith the other mansgement aress being implemented by
COHDEFOR, in terms of timber yield, cuatatnabiliﬁy, income generated,
and/or other impact indicators established by contractor?

h. What has been the effect of the Project's interventions in the areas
of tree regeneration and in fotensive fire protection and controlled
buranse?

3. Reorientation of COHDEFOR

. The contractor will reviev coalitions prior to Project implementation and

present institutional, managerial, human resource, financisl and other
condition; in order to analyze the improvement and/or deficieancies that

"~ have occur;'cd dur:;ng the life of the Projcct_.

The study wvill list the procedures and regulations proposed by:the
Project, will analyze their adequacy, and vill examine the stage of
implementation of each proposal. The study will assess hov well the
Project is woving tovaril the objective of the reorientation of COHDEPOR. .
It vill ideatify the accomplishments, impediments and draw conclusions
regarding lessons learned, The study vill analyze the relevance of the
Projeét interventions in this ares, their :degréc of effectivenass in
improving COBRDEYOR ‘s efﬂdcncj, and the level of acceptance and
commitment to change by the institution, and will propose concrete steps
rcquirdl for full implementation by COHDEFOR.

s @
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Assistance to the Forest Industry

L vy u“’.n‘
The contractor will establish a methodology and an-plc for evnlunclng

‘operntionc ‘'using the nev-timber ‘sales program and "traditional’

commercial practices”. This methodology will include field work and
wvill be divided among operations ueing the newv timber sales prograa
and those under the traditional method in order to establish
verifiable comparisons, making reference to baseline data and project
indicatorer.,

The contractor will evaluate logging practices under each system and
indicate the areai vhere improvement is necessary. The evaluation
will contain observations and un.anllylio of quentitative and
qualitative data regarding the following issues: '

(1) What ie the amount and quality of material remsining in the
forest cutting areas both cut and -zunding] This will iaclude
observations and analysis regagdlng the genetic quality of trees

~ left standing. '

(2) Vhat is the qunlity of logging roads?

. (3) that are the enviromenul 1-pnctn of both typu of logging

practices, and vhat are the projections for the future rogurdin;
sustainability, etc? | T

(4) Vhat asre the losses due to felling and bucking techaiques?

(3) What is the amount of harven; being carried out under ehch systes
over time? o -

b, Sawmilling Practices
The coantractor will eotablilh a nethodology and sample to determine
changes 1n.oav11111n3,ptoct1cec over the past several years, the



effect of Project inepired changes in timber sales,. forest
management, logging and the effectiveness of the activities being
carried out and the results obtained by the‘;ocﬁntcal assistance unit
of the rbreitry Project. The'contrnétor yi;i annlj:o tha'tlpuctc the
'Projoct has had ou the savailling industry. The forest industry that
has received pfojoet support aust also be analyzed in order to
determine 1f the cssistance 1is well received and what actions have
taken place as a result of the ?rojoci'o assistance.

The sampling methodology will be capable of thoroughly evaluating
nanufacturing reiqltc of an appropriate number of sawmilling
.operations, covorinj their processes, from delivered logs through
final saleable products. Some of the sawmills sampled should receive
logs from forests being utiilzed under the nev timber sales piogral,
and some should work with logs harvested under the traditional
method. Couparative quantitative and qualitative data (baseline and
evaluation-generated) regarding at least the following 1ndicnt9r‘

~ should be analyzeA and repottéd:‘

(1) What s the average recovery, board feet/cubic meter, per log.
dianeter clacs? | . S
(2) What 1s the amount of waste in savmilling, planniag and drying .

/"

" operations and vhat is the source, type of waste, and progress
tovard utilization? ‘ ' /
(3) How much size variatton tolerance, and progress ia quality
control is being achieved? : .
(4) WHat are the results of an analysis of log size and qualiﬁj being
received by the sawaills fncluding distributions according to

, diameter?
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d. Should the Project place more emphasis on wildlands and reserve zone
managensnt in viev of COHDEFOR's recently expsnded mandate 1a this
area?

e. ..Is the Project°c ofiginnl Environsmental Assesswent still valid?

C. Qualificstions of Team

The Project will bo»qyaluntad in the areas of timber sales, forest
sanagement ({ncluding agriculture and range management aspects),
administrative support to COHDEFOR, assistance to the forest industry
(including credit and emsll industry components), environmental effects
and training. Women-in-Development (WID) will be treated explicitly in
all areas. Data will be compiled and analyszed by gender (contribution to
the project, and benefits).

This evaluation will require @ team of eix individuals, all of vhom will
have English/Spanish fluency at the FSI R3/S3 level, as well as prior
experience i~ Central America and in evaluation of forestry or natural

resoyrce-related bilateral development projects. Speeific vequirements

are as follove:

‘s. Yeam-Lesder/Forestt Management-Specislist (60 workdays). Requires at
least ten years field experience in managing large evalustion teams,
prior evaluation of forest management activities in Latin America,

design experiénce in forestry management projects, pine forest

management activities, and a B.S. degree 1in forestry.

b. Wood—industry—Spectsltst (25 workdays). Requires at least 10 years
experience vith wood harvesting and processing activities, including

pine lumber and secondery product activities and evaluation

experience.
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c. Public Administration Specialiet (25 workdays). Requires 8 years
exparience in the private sector with some public adainistration

' exparience, upecully vith parastatal businesses prefsradbly in the
forest uc:or. 1nc1ud£n¢ knovlodgo of budgeting, flnanchl analysis,
control procedures and credit administration, v

d. Rural Sociologist (30 workdays; may be local hire). Requires ten

years experience in managing and/or cnluaéing agricultural or
integrated rural development activities in developing counﬁrlu.
including expertise in hillsiGe cultivation and pastures, WID, and
social forestry. '

e. Ecounomiet '(15 work days). Requires at least five years experience in
economic nulyuu of Natural Resources Management Projocto and Ph.D.
level studies. : ‘

f. Euavironnentalist (30 work dayo). Requires at leaat ten years field
experience in forest conservation and management, demonstrated
exparience in revieving and preparing Environmental Assessmeuts and a
Ph.D. in Eavirommental Sclences,

The t!.-!.nj of travel for positions b. through f. will be up to the
contractor, but must be within the time frame of the 60 days provlded for
the team leader, - All travel will bc conuotent vlth us Goument ‘travel

ujuht!.ono and any restrictions vhich may be in effect at the thc.

The Teas Leader will be responsible for the writing, editing and
submissicn of the draft and final rdporto.

" The evaluatfon team will fulfill the folloving reporting requirements:

After the first week on site, a draft workplan and outline of the report,

" to include the methodologies proposed for genarating any primary dica -

requiresents (such as sampling end stratifying procedures) vill be
presented orally snd in vrlting' to USAID for discussion and approval.

A-12 ' N



B. No less than twenty work days prior to departure, the Team Leader will
prasent five copies of & draft report in English to the USAID Project
Manager. USAID/Honduras vili reviev the draft and provide comments
within ten work days. Prior to departure, the evaluation Tean Lecder
v‘ul present 14 copies of the final technical report which addresseas '
USAID comaents. This report vill contain the following:

1. !iocuttveluunnary:
Containing development objectives of the project or program to be
evaluated, purpose of the evaluation, study method, findings,
conclusions, recommendations, lessons learned, and comments on
development impact. The Executive Summary aust be a self-contained
. document. ‘ |
2, Project identification data sheet.
3. Table of contents. g
4. Body of Report: The body of the report should be no more than 40
pages and provide the 1oformation (evidence and analysis) on vhich
the conclusfons and recommendations are bassd. The body of the
report will {nclude the purpose of the evaluation, the econoﬁic.
political and social context of the project, teas composition and the
role it played in the evaluation, methodology, findings of the .
'i~¢ﬁ' evaluation organl:bd by subheadings (any deviation from the SOW must
' be explainﬁd). conclusions, recounendation..‘leolono learned will be
1n:ocparnto sections, Conclusions will be supported by findings, and
recomendstions will ba based on conclusions. Conclusions and
recommendations vill be organized by subheading, the conclusions and
recomendations should be short and succinct. Lessons learned should .
describe the causal relationship fuctbr.thnt broved critical to
project success or failure, including necessary political poliey,
economic, social and buteaucrntic‘preconditiou. viihln,the»hoot
country and A.I.D: These should also include discussion of the
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techniques or,nbproachol vhich proved most effective or had to be
changed, and vay., Lessous relating to replicability and '

sustainability must also be discussed., Detailed information/
Justification should be provided in the annexes with references to

these annexes in the text vhere appropriate.
S. Proposed revised implementation plan, budget, logical framework, and
Environmental Assessnent.

6. Appendices, fncluding scope of vork, list of individuals and agencies
contacted, documente utilized, etc.

C. 1ln addition to the above, the evaluation Team Leader will complete the
Abstract and Narrative sections of the A.I.D. Evaluation Summary Forw.

D. wvithin 30 days of submission of the final report in English, 5 copies of
s Spanish translation of parts 3 and 4 (Table of Coutents and body of

report) will be subuitted to the Mission.

VII. RELATIONSSIP AND RESPOWSISTLITY

The contractor shall report directly to the Director of the Office of Rural
Developaent or his designee and will vork on & day~to~day basis with the

Forestry Project Officer, the Forestry Ahvlior; the Forestry Project Technical
Assistance Tean and the head of COHDEFOR's Forestry Project Unit.

VIII. WERK DAY GRDERS

185 wvork days are ordered; the contractor is authorized up to a six-day work

veek vith so premium pay.
IX. DUTY POST

Tegucigalpa, Honduras and travel vwithin Honduras.
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Z. LOGISYIC SUPPGRY

COHDEP(R agrees to give the team full access to any relavant information or
dats 1t might need and provide office space. The team will collaborate
élouly with COHDEFOR's management staff, particularly with fho Yorestry
Project 0246 and the Forestry Department. For waximum efficiency, the teanm
vill provide its own vehicle and cover its own secretarisl, translation and
vehicle operating expenses,

. pAYA PREQIRCES

Upon arrival, the team will be presented with a series of docusents, both from
USAID and COHDEFOR, for review and reference, This will faclude at least the
‘following?

1. FPDP Project Paper, with annexes.
2. PDP Project Agreement vith Amendments.

3. COHDEFOR documentation prepared in compliance with conditions precedent.

4. COHDEFOR Pruject reports.

S. Reports prepared by USPS TA team and S-T advisors.
. 6. Henduras Gountry Bnvirsmental Brefile and Papfil Aabiental 1989,
7. | Project 'sini-Annual"Reportc.

8. ' Documentation on Credit Programs

9. Current FDP Implementation Plan, Budget and Log Frame,
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ANNEX B
" DOCUMENTS REVIEWED
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12.
13.

Alternativas de Incremento por Tronconaje 6-11-90

Complemento de los Compromisos del Gobierno de Honduras sobre el Subsector Forestal
para la Misién de Evaluacién del Préstamo de Ajuste Sectonal Agricola (AGSAL)
Contrato-de Compra-Venta de Madera en Pié ‘

Final Report on Project Training-Linda Lynen 8/1/91

Perfil Ambiental de Honduras 1989-English Summary

Plan de Implementacién AGSAC Subsector Forestal

Plan de Manejo Forestal-Area No. 1-La Uni6n

Planificacién de Ventas

Project Agreement-Honduras y USA 12-29-87

Project Paper-AID Prog. # 522-0246

Project Reports By COHDEFOR

Feb. 1, 1988 - Sept. 29, 1989

April - June 1990

July - Sept. 1990

Nov. 1 - Dec. 31 1990

Oct. - Dec. 1990

Jan - March 1991

Short-term Technical Assistance Reports-14 in all

Situacién Actual de la Venta de Mandera en Pié, Logros y Problemas
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10.
1.
12.
13.
14.

15..

16.

BIBLIOGRAPHY CONSULTED

"Boone B Idney, "Lumber Drying/Kiln Drying," Lumber Drying Specialist,

COHDEFOR/AID, Honduras, March, 1990,
COHDEFOR, .La Polftica Forestal de Hondura.f 1990, Tegucigalpa, Honduras, 1990,

COHDEFOR, "Anuario Estadfstico," Departamento Forestal, Seccxén de Industnas, :
Tegucig~lpa, Honduras, 1987, : , A

COHDEFOR, Boletin Estadfstico, Departamento de Planificacién, Proyecto
Ho~/88/003, FAO/PNUD, Tegucigalpa, Honduras, 1980.

COHMDEFOR, "Cumplimiento de los Compromisos d 1 Gobierno de Honduras sobre
el Subsector Forestal para la Misién de Evaluacién del Préstamo de Ajuste Sectorial
Agricola (AGSAL)," 1991,

COHDEFOR, Informe Nacional de Honduras, Periodo 1988-1990, Comisién Forestal
Latinoamericana, Caracas, Venezuela, 1991,

‘COHDEFOR, Normas de Clasificacién de 1a Madera Aserrada de Pino Hondurefia, "

Unidad de Asistencia Técnica a la Industria, Honduras 1990.
COHDEFOR, "Anuario Estadfstico 1990," Honduras, 1990.

COHDEFOR, "Diagnéstico Técnico Industrial Aserradero El Buao, Honduras, junio
1990,

COHDEFOR, "Evaluacién No. 1 Aserradero. Naco," Honduras, agosto 1990.
COHDEFOR, "ﬁyaluacion No. 1 Aserradero San José" :

COHDEFOR/USAIb, "Manual Je Seguridad en el Derribe de Arboles," abril 1991.
COHDEFOR/USAID "Curso Corto Mantenimiento de Sierras,” septiembre 1991.
COHDEFOR/USAID "Ma; vai para Opemdorés de Secadoras," noviembre 1990.

Denig Joseph, "Control de Cahdad en Aserraderos del Pino dei Sur," Umversxty of
North Carolina, febrero 1990.

Duron Hugo, "Sm. =cion Actual de 1a Venta de uhdera en Pié, Logros y Problemas," '

. COHDEFOR Tegucngalpa, Honduras, 1991
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17,

18.

19,

20.

21,

22,

23.

. 24,

25.
26.

27.

28.

29.

30.

Flores Gloria Lorena, Rodolfo Matamoros, Hector Alvarenga M.,Ramén Alvaréz‘ L.
Cuentas por Cobrar: Andlisis de Clientes en el Exterior," COHDEFOR,
Tegucigalpa, Honduras, 1991,

Flores Rodas Jose, "Plan de Implementacidn AGSAL, Subsector Forestal,"
Tegucigalpa, Honduras, 1991,

Harding Daniel B., "Observation of Planer Mills," wood processing instructor,

: COHDEFOR/AID Honduras, March 1990,

Harris Bill, "Instruct Local Loggers and COHDEFOR Counterpart on Developmg
Better Loggmg Methods and Skills," logging consultant, COHDEFOR/AID, Honduras
April 1990,

"Honduras Project Paper Forestry Development,” USAID, Honduras, December
1987.

~ Huke Susan, "Fortalecimiento de las Intervenclones de Agroforesteria en el Proyecto

de Desarrollo Forestal," Agro-Forester, COHDEFOR/AID, Honduras, December
1990.

Inter-American Development Bank and World Bank Honduras Forestry Policy, Draft |

Policy Note, Tegucigalpa, Honduras, 1990.

Lynch Linda, "Review of the Training Component of the Honduras Forestry
Development Project for USAID/Honduras," April 14, 1991.

Perfil Ambiental de Honduras, SECPLAN, DESFIL, USAID, 1989.

Ramos, Bill, "7imber Sale Adminisiration Training Courses” forester

‘COHDEFOR/AID Honduras, November 1989

Riggle, Don, "Report on Six Week Detail to Hondui'as Evaluating, Giving Technical
Advice and Recommending Improvements in Timber Sale Prep~ration and Contract
Administration," forester, COHDEFOR/AID-Honduras, May 1990.

Ryburn, William E., Timber Appraisal Manual, USAID/Honduras Forestry
Development Project, Tegucigalpa, Honduras, 1990.

Tovar Lopez 3 Asociados, Corporacion Hondurefia de Desarrollo Forestal, Informe

. del Auditor Independiente. Tegucigalpa, Honduras, 1991.

USAID/Honduras, Project Paper, Forestry Development, Project 522-0246,
Tegucigalpa, Honduras, 1987.
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32.

33.

Winrock International, A New Strategy for Marketing the Sawnwood of Honduras,;'
report for USAID/Honduras, Tegucigalpa, 1984a.

Winrock International, "Divestiture Plan for COHDEFOR Sawmills," report for
USAID/Honduras, Teguclgalpa, 1984b,

Winrock Intemational “Residual Value Stumpage Appraisal,” report for
USAID/Honduras, Tegucxgalpa, 1984c, : ,



ANNEX C
PERSONS INTERVIEWED

Alvaréz Ramé6n, USAID

Archaga Luis Fernando, COHDEFOR

Alvares Ramén, liaison officer PDF-USAID

Antiinez. Angel Roberto, social promotor .-

Argueda Rubén, production manager, Promot Industries in Talanga

Barborak Jim, Paseo Pantero

Betancourt Jorge, Cuerpo de Paz

Barahona E. Carlos, Forest Protection, PDF-La Unién

Barahona Lizardo, legal advisor

Barborak Jim, wildland mgt. spec., Universidad para la Paz (Costa Rica) anc "Paseo
Pantera" representative

Barrientos de Guillén Carolina, incentives coordinator

Bennaton Abraham, executive president, Honduras Plywood, S.A.

Betancourt Jorge, natural resources coordinator, Peace Corps

Bueso H. Amaldo, timber sale administration, PDF-La Uni6n

Berberich Karl, owner, MAHPROSA, wood preservation facilities

Carlos, AMI, Ojojona coordinator (COHDEFOR)

Carranza Gabriel, chief accountant

Croutnguerrero Armulfo, executive director, COLPROFCRH and former PDF Environmental

1cer

Cabrera René Roberto, head, COHDEFOR, Forest Industries Department

Carias Duval, owner, Promat Industries in Talanga

Cortés Luis, general manager of TRAMAVEL

Davis Paul, USAID

Durédn Hugo, Technical Assistance Unit, COHDEFOR

~ Durén Ramos D. Hugo, Chief, Agricultural Program -

Escoto Danilo, COHDEFOR

Erazo Ana Maria, COHDEFOR/Juticalpa and GEO (Grupo Ecoléglco de Olancho)
Escoto Umanzor Danilo H., project director, FDP

Espinoza Tulio Hernén, producnon manager, Tracoma, broomhandle factory
Flores Gloria Lorena, COHDEFOR

Fortin Rolando, technical assistance in timber sales/wood mdustnes

Gamero René, COHDEFOR

Gandy Robert, Tropical Research and Development

Guevzara Jorge, PNUD

Guilién Leonel, COHDEFOR

Galeano Muiios Edas, chief, Protected Areas Umted COHDEFOR

Griffin Katherine, P } Corps velunteer, La Muralla
Gatlin John, owner and general manager, Yodeco Co. (Yoro)

Gutierres Gabriel, general manager, Aserradero "El Bijao"
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Hearn Peter, liaison officer, LUPE-USAID

Herndndez Oscar, agronomist responsible for agroforestry

Jordan Jack, AID project officer

Jorge, COHDEFOR/Dlstrito Central, Timber Sale Admin,

Lara René G., chief, La Unién Management Unit, PDF-COHDEFOR
Lanza Manana de Jesus, social promoter

Lobo Fredy Roberto, social promoter

Lamas Salvador, owner and president, Aserradero José Lamas

Lima Ricardo, owner-presldent MADORSA ‘

Maradiaga Enrique, coordinator TR&D component, PDF

Medina Roberto, COHDEFOR

Mejia Ethelinda, manager, Finance/Administration Department
Molina Alejandrina, Personnel COHDEFOR/AID. Project

Moncada Jose Reynaldo, assistant chief, DP Department

Molina Mateo, COHDEFOR

Muiloz Edas, ESNACIFOR

Matamorros Henry Omar, social promoter

Matero Molina Edwin, technical advisor to general manager, COHDEFOR
Merlo Medina Livio R., timber sale administrator, PDF

Morales Gustavo A., director, ESNACIFOR

Maradiaga Enrique, Tropical Research Development .

Martinez José Alfredo, COHDEFOR forestry sales technician
Midina Roberto, AID training officer

Nuiiez Rigoberto, Técnico Forestal Dasénomo Principal de Honduply
Pefia Pavén Norma, COHDEFOR .
Peréz R. D. Noe, in charge of preparing Salam4 unit Management Plan.
Pineda Oscar de Jesis, social promoter

René Serrano, AMADHO

Reyes Aida, Honduran American Chamber of Commerce

Reyes de Maduro Sonia, Honduran American Chamber of Commerce

‘Rey Maz..uel, biologist, assistant administrator, La Muralla W. R

Romero Gloria Maria, social promoter

Rivas Miguel Angel, production manager, Bijao, Sawmlll Talanga
Rivera Lisandro, técnico forestal Dasénomo and asistente de Honduply
Rosario Rafael, AID project officer

Salazar A. Miguel, chief, Forest Protection Department, COHDEFOR
Serrano René, technical advisor, AMADHO

Sinclair Saul, manager, COHDEFOR Forestry Department

Taylor Winston, preduction manager, Aserradero José Lamas
Torrealba Orlando, financ. analyst infraestructure, IDB-Hond.

Tovar Edy, partner, Tovar Lopez y Asociados

Trochez Carlos Alberto, Payroll Administration

Urrutia Juan Pablo, Privatization Commission

Valle Luis, technical assistance advisor in COHDEFOR

Velasgues Luis, owner, Aserradero "San José™ and TRAMAVEL
Villatoro- Carlos, .chief internal auditor :



e H,

Weelock Jerry, administrator, La Muralla W.R.

Weuenschwander Alquiles, FAO
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I. POLITICAL, MACROECONOMIC, AND SECTORAL CHANGES SBINCE PROJECT
DEBIGN AND APPROVAL

The Project Paper (PP) for the Forestry Development Project
(FDP) was prepared in late 1987 on the. basis of conditions,
assumptions, and outlooks prevailing at that time. This first

" section identifies and interprets changes ' in. political,

macroeconomic, and sectoral conditions during the last four years.
This has implications for FDP's component on reorientation of
COHDEFOR (functional, structural, and budgetary aspects), on the
direction of forest management in Honduras, and on the economic
status of the country's forest industries.

A. Political Changes Aftoctinq Forestry
1. Transition in COHDEFOR's Functional Role

' Whén the 7P was signed four years ago, COHDEFOR was
already moving in the policy direction of shifting its functional

"priorities away from wood manufacturing and exports towards forest

protection and management. The intent of FDP has been to assist
COHDEFOR make the major transition from parastatal wood processor
and export monopolist--functional roles in which COHDEFOR has been
notably deficient--into an on-the-ground steward of the forest

-resouices of Honduras.

According to COHDEFOR's "Policies, Measures, and Priority
Strategies/Actions" for 1986-1990, COHDEFOR intended to place major
emphasis on: (i) forest management and integrated forest use in
selected priority areas of the country, (ii) integration of the
rural population into forest protection and reforeatation, (iii)

" assistance to the private sector in better utilization of forest
- resources, and (iv) diversification of forest-related commercial

activities (PP, p. 75). This stated emphasis on multi-purpose
resource management and rural participation was accompanied by
demonstrable evidence of COHDEFOR's willingness to set aside its
commercial orientation in favor 2f other functional goals.

Hence in 1986-87, COHDEFOR already had taken several steps
towards divesting itself of its subsidiary companies. Secondly,
COHDEFOR had initiated the process o¢f permitting private
participation in sawnwood exports. Also, by this time COHDEFOR had
made the decision to sell pine timber on the basis of standing
volume in the forest rather than scaled volume aryiving at
processing plants. Together, thuse three initiatives represented
bold strategic steps towards restructuring Honduran forestry along
lines recomm:nded by the United States Presiden*ial Agricultural
Commission in 1982 (PP, p. 74), and subsequently reinforced by
analyses for USAID/Honduras carried out by Winrock International

‘(Winrock .International 1984a, 1984b, 1984c).
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Particularly under the administration of President Rafael
Leonardo Callejas, these efforts have been continued, reinforced,
and made increasingly visible. Within Honduran forestry, the
interrelated themes of privatization, market orientation, and
competent resource protection and management have very strong

“political support at top levels of government. Taus the current

policy environment is highly favorable for the philosophical
content and general objectives of FDP. Yet FDP's intended outputs.
and specific activities need to be reviewed and either validated,
modified, or discarded in relation to the continuously evolving
political and economic framework of Honduran forestry. The
following subsection identifies a few of the most important recent
evolutions in relation to FDP.

2. _Recent and Pending Developments

current policy emphases in Honduran forestry can be
inferred directly or indirectly from recent meetings, documents,
and observed activity. Key documents include: (i) COHDEFOR's "La
Politica Forestal de Honduras de 1990," (ii) COHDEFCR's report at
the most recent meeting (February 19%1) of the Latin American
Forestry Commission ("Informe Nacional de Honduras, 1988-1990"),
and (iii) COHDEFOR's response to the Inter~American Development
Bank and World Bank relative to the proposed Agricultural
Structural Adjustment Loan (AGSAL) for Honduras. Recent policy
initiatives and proposals are as follows.

a. Sale of standing pine timber

Beginning in 1989, COHDEFOR has been selling pine
timber on the basis Of standing’ volume rather than volume logged
and extracted. COHDIFOR reports that the proportion of all pine
timber sold on a standing basis was 23 percent in 1989 and 74
percent in 1990. This share is 100 percent in 1991 (Duron 1991),
presumably to stay at 100 percent for the forseeable future.

Secondly, the price of pine timber was raised in September 1990
from Lps. 12 to Lps. 36 per cubic meter, roundwood volume.

Together, these changes go far towards meeting FDP's "most
important innovations" with "fundamental implications on all
comporients® (PP, p. 19). The next logical step of using variable

| prices to sell timber (based on appraised timber value) has not

been introduced to date, despite the existence of analyses
proposing how and why this might be done (e.g., Ryburn 1990; Aule

et al. 1990).
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k. Export liberalization
Breaking sharply with past policy, COHDEFOR now
permits private companies to conduct their own export marketing of

sawnwood and other primary forest products. However, due to legal
constraints, the official sales channel remains COHDEFOR. Also,

COHDEFOR controls export prices. COHDEFOR continues to charge an

export. tax (or "commission") on these shipments, raising revenue

- for itself with the inevitable side effect of holding down prices

at the level of producers. This export tax has been substantial,

For example, in 1990 COHDEFOR generated commissions of US$2.90

million from sawnwood exports valued at $13.37 million. That is,
COHDEFOR ' captured 22 percent of export revenues (equivalently
expressed, COH. SFOR added a margin of 28 percent t. a base purchase
value of $10.47 million).

Recent proposals would (i) phase out COHDEFOR's export tax in
graduated steps and (ii) eliminate COHDEFOR's policy of controlling
export prices. If this strategy is enacted, it is almost certain
to have profound consequences for export competitiveness and
private profits in Honduran sawmills. Indirectly, removal of the
export tax and the price .controls will affect all other wood-
processing enterprises, as well.

Issues of considerable economic and policy significance are
likely to include: (i) overall increase in the prices received by
Honduran sawmills; (ii) increased market demand for sawmill inputs,
i.e., capital investments, 1logs, and labor; (iii) market
reallocation of wood between domestic and export markets, as well
as between secondary and primary products; and (iv) major
implications for fiscal and structural reorganization at COHDEFOR.

' ’ Wh.éri,the’ PP w2z« prepared, its Economic Analysis made
no attempt to account for tne benefits to Honduras if and when

'COHDEFOR'3 subsidiary companies are transierxed to. private owners.

The inefficiencies of COHDEFOR manacement have produced large
losses in these subsidiary comp nies (originally CORFINO, CASISA,
FIAFSA, LOCOMAPA, SEMSA, PROM:._A)., These companies have ceased
operations, and two of them have been divested. The most recent
independent audit of COHDEFOR's accounts shows that for year 1990,
the remairing subsidiary companies lost apgroxirately Lps. 50

million to be deducted against acccunts receivable, and

approximately Lps. 19 million to be charged against the asset value
of capital investments (Tovar Lopez y Asociados 1991).

As of the enu of 1990, the accumulated losses of CCRFINO (the
single largest subsidiary) were Lps. 122 million, or. more than
dcuble COHDEFOR's annual budget (Tovar Lopez y Asociados 1991).
Total indebtedness of COHDEFOR may be some Lps. 80 million, and’
cvrrent annual debt service may be approximately .ps. 4 million.
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Additionally, COHDEFOR is owed approximately Lps. 78 million
because of past loans to its subsidiaries, unpaid invoices on
sawnwood exports, unpaid fines, and other accounts receivable
(Flores et al. 1991). Many of these accounts are uncollectable.
The figures presented here are merely estimates, given that the
independent auditor refused to approve COHDEFOR's financial
statements because of inadequate data and inappropriate accounting
practices.

The divestiture of GOH companies and ' improved fiscal
management within GOH entities are dual and closely interrelated
priorities under the Callejas adninistration and under AGSAL.
Idcologically and financially, the divestiture issue is at least as
important now as when the FDP was initiated.

d. Privatization of foxests

Under the proposed law on Agricultural Reactivation
endorsed by AGSAL, the ownership of forests on private lands would
pass from COHDEFOR to the land owners (both individual owners and

-municipal owners). Perhaps one-half of the country's pine forests

would become privatized, according to very rough estimates. In the
long run, this transfer of forest cinership to municipalities and
individual owners may be one of the most instrumental forces for
their protection and management. However, in the short run, the
transition is certain to run into difficult conflicts and pnliitical
volatility.

Principal policy matters affecting FDP include: (1)
COHDEFOR's legal and administrative capacity to contribute towards
the transfer of ownership in cooperation with the National Agrarian
Institute, the National cCadastral, and the municipalities; (ii)
deimands placed upon COHDEFOR to help develop, inspect, and approve
forest management plans on private and municipal lands; (iii)
social conflicts that might arise in FDP's project areas should
the privatization process lead to the eviction of campesino groups
living in what will become private forests; (iv) proportions by
which COHDEFOR and private and municipal owners will srare timber
sales revenues under the new policy; (v) possitle oppisition to the
privatization policy by the established forest industries, whose
planned supplies of raw materials may be upset by the transfer of
frcest ownership; (vi) implications of the policy for the timing
and volume of timber available in the market; and (vii) financial
impacts of the policy for COHDEFOR's income and budget.

tiv ores ores otect

: A law before the Honduran congress would grant
incentives to private owners to reforest {or afforest) and protect
forests on their lands. This has considerable linkage with the
privatization of forests, noted previously, but also exists
independently where land ownership is undisputed.
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In other countries of Latin America, experience shows that
government tax breaks or cost sharing for private forestation
raises a large number of concerns about economic efficiency and
distributional equity. Issues include cost levels in tree
planting, minimum and maximum allocations of GOH resources per

applicant, limits on species and locations eligible for government

assistance, and a great many other policy and technical matters
bearing on the eventual success or failure of the private
forestation. ' '

To implement the incentives law, COHDEFOR wculd be reguired to
develop a managerial system to handle technical, administrative,
and financial mechanisms. An interesting policy question is the
possible inconsistency between subsidies for forestation in a
government otherwise espousing free-market policies and a retreat
" from subsidies. Ongoing incentives programs for tree planting in
Ecuador, Costa Rica, and eisewhere suggest that. they are time-~
consuming to develop and  implement, and vulnerable to many abuses.
To be successful, the incentives program for Honduras will need to
be carefully designed and implemented. .

£. Institutional reorgsnization in COHDEFOR

While reorganization is a natural and . constant -

occurrence in a large agency like COHDEFOR, the scope and magnitude
of change may be unprecendented over the next few years. In 1991,
COHDEF(O= was given responsibility for the management of wildlife
and protected wildlands. This represents a dramatic opening for
COHDEFOR, an agency previously considered to be almost exclusively
focused on timber and wood products. Moreover, COHDEFOR has atated
its intentions to assume an increasing role in integrated watershed
management in conjunction with municipalities, rural communities,
and non-governmental organizations (NGOs). Thus the multiple-use
aspect of forestry will increasingly dominate COHDEFOR's formal
agenda, even if it takes several years for the .agency's
‘organization and projects to catch up with this expanded function.

COHDEFOR also seems increasingly committed to "community
forestry" and "social forestry" to an extent not before seen in
HonAduras. This is reinforced by the recent Municipalities Law,
the formal policy of GOH to decentralize power and transfer
resources to local levels. Among recent stated efforts by COHDEFOR
to move in the direction of a more socially-oriented forestry are:
(1) development of a national strategy for silvicultural treatments
(e.g., forest thinning) and the collection of pine resin as a means.
to generite rural income; (ii) attempts to promote efficiency and
diversification in small and medium forest-based enterprises; (iii)
‘training of the rural population for forestry work, and (iv)
participation of COHDEFOR in inter-institutional & ‘rarjements to’
promote environmertal education, to campaign against forest fires,
and tr. encourage tree planting at local levels. These aims surely

D-6
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existed in 1987 at FDP's inception, but undoubtedly have baen
rooted more deeply as Zforestry in virtuallr all developing
countries has moved increasingly in this direction.

¢. Tropical Forestry Action Plan

In Honduras, Round Table III of the Tropical
For“try Action Plan (TFAP) was held in early:1988. Both in theory
and practice, this marked the beginning of intensified efforts to
increase donor funding for-.Honduran  forestry, .and to hope .
improve cooperation among the different donors.

Presently, COHDEFOR administers 17 different forestry projects
sponsored by donor assistance. 1In 1990, these projects provided
about 40 percent of COHDEFOR's funding for operations. The FDP was
designed before the TFAP was fully initiated. Hence the (fit
between FDP and the TFAP for Honduras is an open question.
USAID/Honduras has not been active in TFAP to date, although
USAID/ROCAP is the lead donor for TFAP activity at the regional
level (i.e., Central America and Panama). The extent to which
USAID/Honduras does and does not participate in TFAP should be

' considered in the context of USAID's tuture structuring and

management of FDP.

B. Macroeconomic and Sectoral Conditions Affecting Forestry

1. Macroeconomic Conditions

The Honduran aconomy is passing through difficulties
which directly or indirectly affect the peformance of .FDP,
especially its component on forest industries and its strengthening
of COHDEFOR. These macroeconomic issues include a heavy debt

- burden, pressures to increase government revenues while trimming

government expenditures, consequences related to devaluation of the

~ lempira, a recent surge of monetary inflation, and tariff re“~rms.

a. Debt service and fiscal management

In 1980, service on the public debt was 15.5 percent
of GOH expenditures. This share has steadily increased until in
1990 it reached 38.6 percent. The obvious consequence of rising
debt service is less budget available for all other purposes. All
units of GOH--including COHDEFOR--are under prassure to trim
expenditures and enhance revenue. Most effort tc date has
concentrated mainly on the second objective, and expenditures
trimming (e.g., through employment reduction) haz been far more
sensitive and difficult t» achi-ve. :




b. Davaluation of the lempira

After several years of an exchange rate of two
lempiras per U.S8. dollar, the devaluations in 1990 to as high as

Lps. 5.50 per dollar came as a shock=-both psychologically and

economically-~-to Honduras. One effect was speculation that the
lempira would fall even lower, fueling the black market to buy more

. dollars. Also, while once exporters were allowed to retain 30

percent of their earnings in dollars, the Central Bank now requires

that all ‘dollars 'be ‘converted to -lempiras. ~Nevertheless, the

devaluation provides an enormous stimulus for exporters to earn
dollars.

e, Monataxy inflation and interest rates

Throughout the 1980s, GOH maintained very strict
monetary and credit control to hold down inflation. This
successfully contained price levels, and inflation at the consumer
level never went over 10 percent per year. However, with the
change of government came a major change in economic policy and a
large increase in money supply. At the consumer level, prices rose

' 23 percent between 1989 and 1990, and in%lation is expected to stay

high between 1990 and 1991. Price incrrases have been particularly
accentuated for wholesalers, importers, agriculturalists, and
certain other segments of the economy. While real interest rates
were consistently positive (range of 4-10 percent) during the °
19808, the recent surge of inflation suggests that they have turned
negative. The effect is to increase the demand for and decrease
the supply of the country's loanable capital.

4, Tariff reforms

Honduras has used high tariffs to attempt to toste‘rl

and protect infant industries from international competition. This
has diverted capital into inefficient urban industriers at the

expense of investaents foregone in agriculture, forestry, = «i other
commodity production. Recent reforms in the tariff = Jicture
reduce the duties on imports, as well as narrow the spreada ' these
duties across import categories. From a maximum nominal t.  'iff of
90 percent in the past, the maximum tariff in 1992 will be 2¢
percent (plus a few surcharges not yet eliminated). The overall
result should subject Honduran production to greater external
competition, while also allowing capital goods (e.g., wood-
processing machinery) into the country at lower costs. The
reduction of tariffs helps direct investments into sectors in which
countries have comparative advantage. For Honduras, it could be
argued that one sector of comparative advantage (or potential
comparative advantage) is forest products.
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2. Sectoral conditions

Goals stated in the PP are to (i) increase the production
of the Honduran forestry sector by seven percent by 1994, and (ii)

‘sustain wood products exports at 121 million board feet per year

(Sector Goal, logical framework). In light of recent trends and

. current conditions, these goals appear optimistic.

The best measure of forestry output (or production) is value- .

add2d ‘to raw materials at the 'level of primary production, a
measure which is not available on a —~onsistent basis in Honduras.
Proxy measures are output levels in physical units, as shown in
Table D-1.

Table D-1. Production of Selected Forest Products in Honduras,

1985-1990. -
_ Sawnwood Plywood Resin Seed
Year cu.m Ciom tons kg
s ————— thousands-========-
1985 429 NA 5.6 0.9
1986 397 NA 6.3 0.9
1987 454 5.0 5.3 2.7
1988 428 2 NA 5.1 1.7
. 1989 406 KA 5.6 1.8
4.3 1.2

1990 337 . 9.4
NA=Not Available

Source: COHDEFOR

Note that -since the preparation of the PP in 1987, ouputs of
the principal industrial primary products (except plywood) have
been falling. The most important of these products for the
Honduran economy is sawnwood, whose production fell 26 percent
between 1987 and 1990. Because this drop partially reflects the,
closing of inefficient sawmills and COHDEFOR's tighter control cver
timber harvests, the reduction is not entirely negative in its

. interpretation. Yet based on the production indices observed for
the first half of the project, the. sectoral production goal as

stated in the PP is unlikely to be attained.

Similarly, exports have been falling. On a volume basis,

‘exports of rough sawnwood have been steadily declining every year

since 1982. From 131 million board feet in 1982, sawnwood exports

. were only 31 million board feet in 1990. .On a value basis, which

is the more reasonable inZex of export.performance, Table D-2 shows
export trends since 1986. ‘ '
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Table D-2. Honduran Export of Primary and Secondary Forest
Products, 1986~ 1990.

Primary Secondary
Products = Products Total
-------- million US$-====e-—=
Year
1986 - 30.0 10,7 40.8
© 1987 36.5 18.4 54.9
1988 31.6 20.8 52.4
1989 28.3 17.9 46.2
1990 -~ 18.3 15.3 33.7

Source: COHDEFOR

Like primary forest production, export value (FOB) declined
substantially (by 39 percent) between. 1987 and 1990. The .
devaluation of the lempira will drive up export earnings for 1991.
Oon the other hand, export volume in 1991 will very likely fall
short of export volume in 1990 (based on preliminary data through
September 1991). Thus the project's goal of sustained exports
depends on the choice of volume or value measures, but in either
case will demand dramatic shifts in export policy (e.g., the
planned removal of COHDEFOR's export tax). , o

C. Gonorai Inplicctionc’tor AID'c Iock in Honduran rorectry
The observations presented in the preceding sections indicate

the 'considerable economic: and political turbulence affecting
Honduras since the design of the FDP four years ago. The challenge

‘for USAID/Honduras is to reinforce those aspects of FDP which

continue to be central for Honduran forest policy and management,
while modifying FDP's direction where political and economic

changes imply the need for such adjustments.

»

.~-This argues for renewed and forceful
intervention by FDP to avert 1losses of income and
employment in the Honduran economy. The time has been
too short for FDP to have made an impact in 'sectoral
trends. The forest industries continue to be an
appropriate target for USAID/Honduras because of their

- large economic importance for the country, their rural
location and high labor intensity, .and their 1link with
environmental 1ssues in Honduras. '
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c .-~The country's difficult
macroeconomic situation puts even greater emphasis now
than in the past on COHDEFOR's' need to manage its
resources efficiently and to avoid creating resource
distortions in the market economy. Thus FDP's work to

. raise GOH returns from timber sales is a notable

accomplishment of immense importance for both COHDEFOR

‘and for resource efficiency. At the same time, much more

has ‘to be done to speed the divestiture of COHDEFOR's .
subsidiary companies, streamline COHDEFOR's. accounting
system, clear up COHDEFOR's accounts receivable, and £ill
COHDEFOR's revenue gap if and when its export tax is
terminated. Given the gravity of these is'sues, it would
appear that FDP is currently underinvesting in staff and

.budget allocation needed for COHDEFOR's institutional
_development.

+.=~The new policy arena for
forestry in Honduras is one of forest privatization,
forestry incentives for private landowners, increased
emphasis on multiplz-use management, and increased
commitment to social and community  forestry. These
elements were not central in the design of FDP, but
affect its current viability and relevance. Moreover,
they directly enter FDP's scope in relation to the
institutional = reorientation and strengthening of
COHDEFOR. FDP's future structure and mix of activitics
will have to fully take into account the sensitive,
difficult, and crucial issues at stake--particularly as
they have evolved over the last four years.-

In&grgg&ign_!i;h_gsngr_ggnere --USAID/HonduraS. through
its FDP, has the opportunity tc take a.more active role

in the TFAP should it decide that this is an appropriate
strategy. The TFAP took form in Honduras mainly after
the FDP was designed and on its way to implementation.
However, this: mid-term evaluation of FDP provides a
timely reflection on donor . coordination in Honduran
forestry, and the place of USAID/Honduras in relation to

‘
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IZ. ECONOMIC ASPECT8 BY PROJECT COMPONENT

A. Institutional Reorientation of COHDEFOR

The financial and economic arguments for the new system of"
timber sales are increased log harvest per unit area (implying the
construction of fewer km of roads and skid trails per volume of
wood extracted), and improved residual stocking and forest

- regenerative capacity (greater future forest productivity). The

PP's Economic Analysis constructed a "sustainability thesis" on the
basis of these interventions, deriving one element of net benefits
from the marginal area and yield of future pine forests that would
not exist without these changes in the method of timber sales.

The financial benefit of the new system is the net present
value of additional future timber harvests, together with
adjustments for changes in road constructicn costs. The economic
benefit incorporates a shadow price for stumpage value, and allows
Yor an unpriced but realizable reduction in soil erosion because of
improved 1log skidding and road construction standards. The
discounted values of the benefits streams-~financial and economic=~-
determine how much can be spent to justify changing over to the new.

.system.

The series of pine timber harvests with and without FDP are
given in Table D-3. With the project, annual allowable cut is 750
thousand cubic meters, starting in 1992. Without the project, pine
harvests diminish by 5% per year from a higher but unsustainble
cut. This differ.nce implies that over a time horizon of 20 years,
the project has the effect of increasing . pine harvests by 2.9
million cubic meters. At a discount rate of 5%, this additional -
harvest has ‘a financial present value of Lps. 46.4 million if
timber is pricec at the current charge of Lps. 36 per cubic meter.

Estimates of roading costs with and without the new timber .
sales system are diificult to make.  Here it is assumed that the
area of timber sales to achieve a given volume of harvest is
reduced because of higher logged volumes per ha. Moreover, because

" the boundaries of timber sales are- established ‘in advance of the .

sale, the layout of roads and skid trails becomes more efficient’
Total extension of roads into timber sales may be trimmed by sor

-30% because of these two factors. Under the traditional system ¢

timber sales, 4.0 km of logging roads are constructed for eac
2,500 cubic meters extracted (25 cubic meters logged per ha; 4 )
of. road per 100 ha logged--see Winrock International 1984c). Iz
unit costs for logging roads are Lps. 20,000 per km, logging road
costs are Lps. 32.00 per cubic meter, ‘given the preceding

- .assumptions. ' These costs fall to Lps. 22.40 per cubic meter under
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Table D-3. Assumptions on Annual Harvests of Pine Timber and
Costs of Logging Roads, "With" and "Without" the
New System of Timber Sales.

Year "With" "Without" ' ﬁWith“ "Without"
--thousand cu.m-- ---million Lps.=--
1988 874 950 _ 19.6 30.4
1989 814 902 18,2 28.9
1990 707 857 ‘ 15.8 27.4
1991 698 815 15.6 26.1
1992 750 774 16.8 24.8
1993 750 735 16.8 23.5
1994 7150 698 l16.8 22.3
1995 750 663 : 16.8 21.2
1996 750 " 630 16.8 . 20.2
1997 750 . 599" : 16.8 19.2
1998 750 569 : 16.8 18.2
1999. 750 540 : l16.8 17.3
2000 750 513 16.8 16.4
2001 . 750 488 ' 16.8 15.6
2002 . 750 463 l16.8 - 14.8
2003 - 750 440 16.8 14.1
2004 750 418 16.8 13.4
2005 750 397 ) l16.8 12.7
2006 750 377 16.8 12.1
2007 750 358 ) 16.8 11.5

the new systen. The sav1ngs in roading costs, allowing for the
difference in timber cut between the traditional and new systenms,

has a discounted present value of Lps. 54.1 million.

- Hence the combined bnneflts of additional future timber

harvests plus savings on roading costs sum to Lps. 100.5 million"

(Us$18.96 million), discounted to present value. This implies that

Honduras could invest up to this amount in implementing the new

timber sales system, or an annual equivalent of Lps. 7.68 million
(US$1.45 million) over the 20-year time horizon. Actual annual
expenditures for the new system (mainly salaries, vehicles, and
training) are estimated to be under US$0.5 million. Consequently,

“the new system provzdes a substantial payoff for Honduras.

The net benefit is still higher .if applying a shadow price

: ' that approximates an appraised stumpage value for pine timber.
.. '‘Apprais~d value of standing timber measures its resource rent, the
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best indicator of true economic. opportunity. Under FDP, timber
appraisal remains to be achieved, and there are no current
estimates of appraised stumpage. Several years ago, the Winrock

'~ analysis estimated an average stumpage value in the range of Lps.

20-30 per cubic meter (Winrock 1International 1984c, p. 11).
Applying the GDP price deflator for Honduras, this is equivalent to
Lps. 37-55 in current prices. The Winrock estimates were made
before markets had developed for small-sized diameter logs, and
therefore are .conservative. If a reasonable yet. conservative
appraised stumpage price for pine timber is Lps. 55 per cubic
meter, the shadow price multiplier is 1.53 (i.e., Lps. 55/36).
This raises the discounted present value of the new timber sales
system to Lps. 153.77 million, or Lps. 11.75 million annually for
20 years. Thus so long as the economic costs of implementing the
new method of timber sales are under Lps. 11.75 million per year,
the program has net benefits for the country.

Finally, the construction of fewer km of logging roads under
the new system should have positive impacts for reduced soil
erosion and downstream sedimentation. The introduction of oxen
logging, favored by the new log mix, contributes towards the same
end. This benefit, here labeled "RD" (reduced sediment), is
unpriced but certainly has value for downstream communities in-
relation to potable' water, clothes washing, and health and

sanitation in general.

The financial and economic summary of annual gross benefits is:
presented in Table D-4, along with estimates at a higher (10%)
discount rate. Without good field data and more opportunity to
elaborate the conceptual framework, these results are a first
approximation. ¥ The new system of timber sales generates net
benefits for Honduras if the costs of implementation remain below
the levels shown here. Based on FDP experience to date, this is
achievable. R coe S -

Table D-4. Financial and Economic Gross Benefits of COHDEFOR's
c New System of Timber Sales.

"Discount Rate

5 Percent 10 Percent
--------- million Lps.--======- |
' Financial 7.68 ' : 7.55

Economic 11.75+RD 11.55+RD

- e s = s e - s e
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_COHDEFOR no longer participates in export negotiations or

'marketing. The remaining inefficiencies in exporting wood products ..

'from Honduras are the imposition of list prices by COHDEFOR, and
COHDEFOR's collection of an export commission on unworked sawnwood.

'I‘he Economic Analysis in the PP did not estimate the- impacts '

-of deregulating export prices and/or eliminating COHDEFOR's export
commissions. Yet both are essential steps in allowing market
signals to determine which products to export, in what quantities,
and to which buyers.

‘Under current policy, exporters find ways to hide their
earnings when market export prices exceed COHDEFOR's list prices.
Honduran exporters send their importers invoices showing COHDEFOR's
1list price, but work around COHDEFOR to pocket the difference above
that price. Conversely, when true export prices are below
'COHDEFOR's list prices, Honduran exporters cannot ' sell their

products, and export volumes falil. In both instances, COHDEFOR'S

control of export prices has' a deleterious effect for resource
allocation. These impacts are felt not only at the export level,
but also indirectly through backward 1linkages with sawmills,
logging contractors, and the chain of other suppliers.

Secondly, COHDEFOR's export commiss:mns supgress exports below
‘levels that would prevail in the absence of this tax. Assuming
that the foreign demand for Honduran sawnwood is relatively price
- elastic in view of available substitutes from elsewhere, the
elimination of COHDEFOR's commission will expand Honduran exports
~at the same time that exporters will reap higher profits.  The
recent devaluation of the lempira, and the- prospect that the
lempira might float freely in the future, reinforce the incentive
to export. All of this should raise prices across the wood-

processing industries, in turn raising prices that can be paid for .

timber and.forestry.

Although export price controls and expurt taxes are highly

“crucial issues for Honduran forestry and the industries it

supports, there is virtually no quantitative analysis. of their
' economic consequences. Here is a critical void that FDP could help
"to f£ill if economic arguments will prove useful in the policy
4.,dialogue with COHDEFOR. .

W@W@Mﬂa&s

One of the.aims. of FDP is to help insure that "COHDEFOR's

operational costs do not- exceed revenues derived from stumpage .

~ charges and export commissions" (Logical Framework, Indicator 3.a).

'; , . : ..'.é
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The spread between COHDEFOR'S operating income and operating costs'
narrowed significantly beginning in 1980, and turned negative for
1986 and 1987. Since then, COHDEFOR's income barely exceeds its

operating expenses .

'rhe FDP is making two significant contributions to improve

COHDEFOR's financial ‘management. The first is development and

 implementation of a monthly cash. flow projection showing income and

expenses month by month -in.order to.guide. expenditures within an
annual budget cycle.  The second FDP initiative is analysis of
COHDEFOR's accounts receivable, with the objective of writing off.

uncollectable payments while generating income from creditors who n

can be made to pay. This second activity has numerous legal,
administrative, and political complexities exceeding the scope of
the present discussion. , v -

Not yet accomplished in COHDEFOR is medium-term financial and
strategic planning to cope with impending changes in COHDEFOR's
policy environment, institutional reorganization, and sources of
income. .If COHDEFOR intends to move increasingly away from export
commissions and towards stumpage fees for its principal revenues,
this will demand reliable projections of COHDEFOR income under
alternative scenarios of timber extraction, export levels, and
pricing decisions. Also to be factored in are political variables
related. to the possibilities of forest privatization, incentives
-for private forestry, and other policy options having <fiscal
implications. Here is a very complex but highly essential exercise

with links across policy analysis, economic forecasting, and budget
projection. Assisting COHDEFOR to move ahead in this area should o

be made a high priority within FDP.

B. roroat'llanagoment at La Union and salm |

: In 'Honduras - as elsewhere in Latin America, forest management -
. has been dominated by technical and" biological considerations, with
lesser emphasis given to ‘economic analysis. Yet there is -

substantial econemic decisionmaking to be done for ’orest, f

management at La Union and, in the near future, Salama. A najor.
~ focus of this should be application of microeconomic principles to
- cost analysis and optimization decisions. The objective is to use
"FDP's  forest management budget as efficiently as possible.
Ideally, these efficiency principles later will guide foreat
management in other regions of Honduras. ' The :economic analyses to.
be considered include: : ' o ' ‘

o Alternative timber appraisal methods and costs, comparing
increased estimation precision against increased costs of
data collection, management and updating.

. D-16
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o  Cost-effectiveness analyses of fire towers, mobile fire
- detection squads ("vigilantes ambulantes"), methods of
pest control, methods of grazing control and other
forest protection strategies. :

o  Economic payoffs from alternative silvicultural systems,
thinning regimes, and timber\cutting cycles.

o Cost comparisons of alternative logging technologies--

e.g., oxen, skidders, and. cable systems--in different .

.settings of terrain and log size.

o  Methods of cost control in the construction of logging
roads and skid trails. ,

o Costs and benefits of interventions which contribute to
~ watershed management,‘wildlife management, ecotourism
‘management, and other non-timber outputs. o

Another set of" economic questions regards income and
. employment in the production of forest-based goods and services.
.The FDP needs to determine the circumstances under which forest -
management and forest-based enterprises are financially worthwhile
for communities and industries. During the first years of FDP, the
assumption of an attractive economic return from forest management
and forest industries has been accepted as an article of faith.
This return still has to be demonstrated with numbers. This will
assist FDP's decisionmaking and help advance its public relations.'
In this category are: .

o Preparation and diffusion of feas:.bility studies and cash
flow analyses of different kinds of forest-based
activities. Examples are those presently being prepared
by FDP for oxen skidding, resination, .and pit. sawing.
Other financial profiles could. be added following a
systematic survey of local. entrepreneurial interests,

vcapabilities, and markets. .

o Estimates of employment, earnings, and financial return

from contracted road maintenance, - silvicultural

_ treatments, fire prevention and suppression, forestation,
and other contracted services.

o Diagnostic assessments of employment, income, fuelwood,

and other benefits " (and costs)  because of the

‘establishment of Honduply -and' other wood-processing
industries using timber cut in the management units.

_ o:;‘,Feasibility studies of municipal forest management and

private (i.e.,  individual) forest . management under
alternative policy scenarios regarding privatization.

Df-17' L | 7 g



18

. ‘A portfolio of these potential analyses needs to be discussed
between FDP and COHDEFOR's management to define priorities, discuss

-analytical methods, and identify individuals to carry out the work.

To every extent possible, FDP should strive to have COHDEFOR and
ESNACIFOR personnel take increasing responsibility in the design,

. execution, and interpretation of the economic analyses so that
these important skills are internalized within the country.

B stronqthoninq "tho;efiorutg 'Industry" -

' Elsewhere in this evaluation is an analysis indicating that
Honduran wood-processing industries are under considerable economic
pressure to improve raw material recovery and add higher value to
product lines. -Among the many explanations for this are (i) need
to handle increasing proportions of small-diameter logs because of

COHDEFOR'S new timber sales system, (ii) increasing requirements by

export markets for kiln-dried wood, (iii) shift in market demand

~away from roughsawn lumber and towards secondary and tertiary wood

products, and (iv) rising costs of petroleum-based energy. Despite

remaining problems, technological progress is moving steadily.

forward among the larger producers. Not surprisingly, the more

problematic constrainte lie with the small and medium enterprises.

From the perspective of using FDP's resources wisely, several

issues require resolution.  The first concerns the project's

incomplete efforts to.date to target enterprises by size, product

line, location, ownership factors, and other characteristics.
Regarding FDP's technical assistance, the PP did not- adequately

address the possible tradeoff between distributional fairness
versus focusing on a few large companies. USAID/Honduras should
determine if such a tradeoff exists and, if so, define FDP's
. targeted’ enterprises carefully.- The presence of AMADHO (Honduran
Association of Wood Producers) -as an intermediary complicates this
issue, ‘but in no way lessens its relevance. o

Secondly, economic analysis should be used to ' support

decisionmaking in ways similar to its needed applications in forest
‘management. Feasibility work will be required to explore the

payback period and rate .of return on investments in oxen logging,
solar wood driers, thin-kerf saws, resaw equipment, ‘wood~fueled

energy systems, and other technical innovations. This is readily
. integrated - with engineering analysis, so that technical and-
- financial ‘aspects are considered simultaneously. The needed
‘emphasis should be small and medium operations, since the larger
- companies are able to conduct these assessments without FDP

assistance.

At this point into the project, a key issue in FDP's forest

industries component concerns whether to re-establich the project's. |
‘credit facility. *Within Honduran wood-processing industries,
“ formal credit markets are not a main source of investment capital.

L
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Rather, producers depend on buyers to extend finance (for both
working capital and investment capital) against the product to be
delivered. Also, the project's original research into credit
"demand" . was perhaps misleading, with declared intentions
overstating observed borrowing behavior. In this respect, there is
a large gap between "need" in a technical sense, and "demand" in
the sense of taking out loan applications. ‘

USAID/Honduras may want to continue 'its credit 1line for
Honduran forest industries. However, if the credit is not re-
established, USAID/Honduras has other options to move small and
medium enterprises in the direction of technical efficiency through
capital investment. These include USAID financing or co-financing

. for:

o Technical assistance, mainly in the form of feasibility
analyses and help with loan procedures, so that small and
medium operators are better prepared to borrow money from
ordinary commercial channels and/or champers of small
industries. :

o Demonstration--at FDP's cost and risk--of "new" (to.
Honduras) technologies believed to have high potential to
upgrade Honduran logging . systems and wood-processing
facilities.

o Trade missions by equipment dealers from the USA and
elsevhere who sell capital goods of potential importance
for Honduran loggers and wood processors--especially
those of small and medium scale.

. III. LEBBONB LBARNED, CONCLUSIONS, AND RECOMMENDATIONS

The FDP corresponds well with the aims and strategies of
current Honduran development policies. These policies endorse
greater market liberalization, a corresponding reduced role for GOH
in production and sale of marketable goods and services, private
and decentralized control of productive resources, and intensified
protection and management of the country's natural resources. The
broad objectives of FDP, as conceived four years ago, continue to
be highly appropriate .in the present national context.

In several sub)ect areas of direct relevance to FDP, the
extent of recent policy change and prospective change is dramatic
in relation to previous years of inaction. This refers to methods
and price levels for sales of pine timber, possible return of a
substantial area of forests to municipal and private ownership,

. COHDEFOR's ongoing retreat from producing and exporting forest

exports, COHDEFOR's . re-definition. of its functional
responsibilities, and COHDEFOR's shifting level and composition of
revenues.

D-19
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- Yet many of these policy and technical issues lack economic
arguments to defend them. The FDP can help by giving more emphasis

. to policy and economic content in each of the three project

components. The intent is to (i) provide a quantitative basis for
FDP's institutional reorientation of COHDEFOR, and (ii) aid FDP's
decisionmaking on technical questions of forest management and

. forest-based industries. From the perspective of these dual but .

connected purposes, recommended actions for: FDP in its second half

'of operation are:

o - In general, commit more FDP resouroes thar. in the past
towvards helping COHDEFOR'with its financial management.

o In general, build,a foundation of financial and economic
analyses to advance FDP's initiatives in forest
management and strengthening of forest industries.

o In general, use econonmic arguments to reinforce the shift
of Honduran forestry increasingly towards multiple-use
management and community orientatation.

Among specific tasks from ‘the perspective of economic
rationalization, the following should receive high priority by
USAID/Honduras as it orients FDP for the years ahead:

o Sectoral analysis.--Production and export indicators in
the forest-based sector continue to fall, at least as
revealed in formal statistics. Diagnostic work is needed
to (i) determine whether statistical indicators give an
accurate picture, (ii) assess the relative importance of

~different explanations for recent trends and a future
prognosis, and (iiij determine how this prognosis should
" steer FDP's priorities in' each: of institutional
reorientation, forest management, and forest industries.

(-] Iimhg;_p;jgg --Current timber pricing applies a fixed
price per cubic meter irrespective of variables 1like -
location, timber size and quality, and other determinants
of cost and profitability. COHDEFOR took a large step
forward when it implemented sales .of standing pine
timber. The next logical step is refinement of timber
pricing. This implies choosing from among alternative
appraisal methods in relation to requirements for data,
field personnel, and administrative capacity. The
adjustment of timber prices to more closely approach real
economic value will have far-reaching contributions for

. industrial efficiency and environmental dimensions of
.forest management. :

D-20 o



21

o Export price and tax.--On the immediate horizon is the
distinct possibility that COHDEFOR may further liberalize
exports of wood products by eliminating its price
controls and export commission. FDP could facilitate
"this transition by helping COHDEFOR analyze the
consequences of this policy from the standpoints of (i)

. effects on COHDEFOR's revenue; (ii) increased export
earnings for Honduras and impacts. on wood price levels, ,
‘industry enployment, and demand for timber; and (ii!).
equity considerations if exporters--mainly a few large
companies--are favored at the same time that COHDEFOR's -
revenue shortfall is made up by higher timber prices
across the antire wood-consuming sector. '

0 ! ’ .~=The need here follows
directly from the preceding tasks. The challenge will be
‘to 1link policy analysis, economic forecasting, and budget
projections through a process of medium-term financial
and strategic planning. ‘

o  Economic support for management decisjons.--As noted, FDP
is an appropriate vehicle through which to introduce the
greater application of microeconomic principles in cost
analysis and optimization decicions--both in forest
management and the strengthening of forest industries.
Management issues to be addressed were identified earlier

(see pp. 16-18).

o Ccommunity benefits.--The project's efforts to 'address the
economic needs of the La Union communities in relation to

forestry were late in starting, and evidently not fully

integrated with the rest. of FDP. - Still needed are
reliable economic ‘(and social) baselines, financial
profiles and actual tests of incomes to be made in small
and micro forest-based enterprises, case studies of local

- economic impacts because of the introducticn or expansion’
of wood-processing facilities, and feasibility studies of
municipal and private forest management.
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ANNEX'E
STANDING TIMBER SALE SYSTEM

A sampling methodology was devised to measure the residual stand characteristics of
both the new standing timber sale system, referred to as VP and the tradmonal system in use
prior to the project, referred to as T. ' .

The goal was to take 100 sample prism points using a 10 basal area factor prism on
one-half plots, tallying count trees on the downhill side of the plot only, on flat ground on
the half circle of the plot in the direction of the cruise line. Cruise lines were run in north-
south or east-west directions. The starting points were chosen in the field within the sale
boundaries at random and the pr.' n sampling points were taken at 50-meter intervals.

The actual number of plots taken were 105; 55 taken in. VP areas and 50 taken in T
areas.

Six timber sales were sampled and are described briefly:

La Unién Management Unit - Olancho District

1. Guamil6n Sale. -Type VP- Sold to Yodeco, who processes the timber in their
sawmill near Yoro. This sale was sold in April, 1989 and was one of the first to be
sold on the new system. The area harvested has aa..quate regeneratlon, in spite of
evidence of fire. Thirteen trees per hectare in the residual stand is two less than the
goal, however, with the amount of seedlings apparent this is not a problem as long as
fire is kept out. All useable material has been removed. The access road to this sale
was badly eroded and several culverts were washed out. “Roads w1thm the sale area
were better but needed ditching and water bars. S

2. Valleclfo Sale. -Type VP- Sold to Hondoply in December 1989, who processes the
timber in both a sawmill and veneer plant located near-La Unién. Plywood is
manufactured at a plant in Guaimaca. This sale was harvested with oxen and
skidders, and was on more favorable ground than the Guamilén sale. There is -
adequate regeneration and the residual stand was 23 trees per hectare, roads appeared
better but, again, in need of ditching. Logging waste was not a problem.

3. Los Blancos Sale. -Type T- Sold to Yodeco in 1988. This cea has good

regeneration as fire has been kept out. There are 24 trees per hectare in the residual
stand. Trees left, however, are not as good as in the VP type sales. For example, in
this sale the defect estimate is 28 percent in comparison to 10 percent in the above
sales. Sale clean up was comparable to the VP sales. The access road was better,

" but maintenance needs to be addressed.

Ql
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Talanga Area - Olancho District

Savana Redonda Sale. -Type VP- This sale area was originally harvested under the
traditional system. This particular sale has removed most of the over story and the
residual stand is mostly composed of pole sized trees in the 10-25 centimeter diameter
ranges. The access area was barely passable and loiiring waste was mainly in top
logs not skidded. Some high stumps were observei. While in this area, a visit was
made to an operating sale that has oxen bunchmw logs for a tractor that is skidding to
the landmg . ‘

Central Distriet - Franclsco Morazan District

Los Chorritos Sale. -Type VP- This is a sale to a cavipesino group that has been
resinating the trees and now is harvesting them. .Sawlog utilization is poor.
However, all the tops are being reduced to firewood so that utilization is almost 100
percent. This is a stand of immature, merchantable timber, large enough to cut yet
still growing. Resinating this type of timber is really a poor practice—this stand
should not have been harvested. There is hardly any young regeneration although
there is a pole sized residual stand of some 119 trees per hectare. Thxs is
understocked. ‘

Guamzme-Saracaran Sale. -Type T- This traditional sale was sold in 1989 to
Arcieri sawmill, The residual stand has been resinated with long cut faces generally
on two sides of the tree leaving the first log considerably degraded for sawmill use.
There is considerable waste left in the area including many high stumps. The area
has good regeneration with a residual pole stand of some 314 trees per hectare in the
10-25 cennmeter range. .

4”“‘ ,
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SOCIOLOGIST REPORT

A.  General .
1. Projeét Focus: Cause 2nd Prevention of Wildfires -

. The Forest Developmexft Project (FDP) contains interventions that are directed

toward improving the well-being of the rural inhabitants of the Forest Management Unit -

(FMU) based in La Unién, Olancho, but the focus of the project seems to be elsewhere,
namely in the management of the forest per se and the relationship between forest
management and the timber industry. In spite of this focus, however, pre-project ,
commentators noted that without parallel activities aimed at the rvral population resident in

near-the-target forests, the project_ gqals would be difficult, if not impossible, to achieve.

The reason for the involvement of local people in the forest has less to do with what
they do with the forest than with what they are not allowed to do, that is, have free use of
trees on and near their lands. COHDEFOR "owns" the trees of Honduras, and one must
receive permission to cut a tree, even if it was planted on the land next to one’s house 20
years ago. Because of this, local people perceive that they have no vested interest in
protectmg the trees, since they do not belong to them but to the govemment" under the
guise of COHDEFOR.

The lack of a perceived vested interest in the forest, coupled with the perception that
it is the government that owns thc forests, has lead rural people to attack the government or
COHDEFOR through the forest when they feel resentful toward the government. The
resentment can be sparked by any number of different reasons on the surface, examples
include: a poor harvest and no government assistance, a change of government favoring a .

. political party other than one’s own, a personal slight (real or imagined) by someone in

government (usually COHDY *CR), or the perceptlon that other communities or’ md1v1duals .
are reclplents of government help whlle one is not. : ,

The attack on the government/forest is simple: set it on fire. The feeling is that the

| forest, shorn of its value for the rural individual, still represents value for the government

which, through COHDEFOR, is continually trying to protect it.  The resentful individual,
therefore, destroys what he knows the government values, thereby causing harm to the

~ government.

The above sketch is simplistic, but few knowledgeable people in Honduras would
deny that it is essentially valid. It is true that there are other causes of forest fires,
particularly those set by cattle owners to improve forage for their cattle and those set
accidentally by rural farmers who burn the brush off their land before plantmg, but neither of

.these causes can explam the majonty of fires.



The objectives of the project interventions, which are the focus of this report, are
those aimed at the rural residents that will turn their attention away from destructive
activities and toward constructive ones that improve their incomes, their diet, and their
lifestyles. The project has two interventions aimed at accomplishing its goals; rural
extensionism and stimulating micro-enterprises.

Rural Extensionism. This has as its premise that a rural population needs an

- intervention that looks at the myriad activities of rural people and helps them improve them,
including cropping practices for traditional crops (corn, beans, rice), improved care and
pasturing for farm animals, soil conservation-to protect soils and improve their .
productiveness, crop diversification to make better use of soils and climate, agroforestry to
provide fuelwood and improve diet, and small-scale irrigation to increase productivity
throughout the year. In addition, rural activities include those most often associated with
women, which the project focuses on, including fuel-eificient stoves, improved floors, fly-
proof food, an utensil storage, vegetable gardens, pig pens, and chicken coops, to name a
few. Few of these activities are new, but improving them can make a significant difference
on the general well-being and lifestyle of rural residents. The techniques of carrying them
out are also well-known in theory, which means that project staff needs to concern itself

mainly with ensuring adequate personnel organization, logistical sixpport and administtation.,

Microenterprises. While some of the above activities will i 1mprove incomes, the
subsistence agriculture of the area indicatés that they will primarily improve diet and well-
being and have a minimal effect on cash incomes. The microenterprise intervention will thus
complement the extension activities by focusing on income itself through the encouragement
of creating new enterprises and strengthening existing ones. At present, this intervention is
considering four separate types of enterprise: carpentry shops, log extraction using oxen,
resination, and put sawing.

2, Baseline Studies

Baseline studies pr0v1de the only reliable basis of measuring project impact on
+ income. Carefully crafted socioeconomic studies at the beginning of a project should be

- followed by the same or similar studies at the end of a project (EOP) to determine overall
impact on income and other socioeconomic areas, as well as on areas of special interest to
the project. These studies produce data that are often useful in substudies durmg the life of
the project for monitoring progress in selected aspects of the project

The FDP has not carried out a socioeconomic baseline for the La Unién FMU,
although a good baseline has been produced for the second area centered on Salam4.
Although- the project has already had considerable impact on the La Unién area, a baseline
carried out at this time would allow measurement of impact between the present. time and the
EOP. This baseline should include the information in the Leiva study so that data can be
compared between the two areas, but it should also provide additional information on

income-producing activities or income contribution broken down by gender. Leiva’s study
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focused on the family as the unit of analysis, but additions to the baseline instrument would
allow the measurement of proJect impact on women.

The baseline instrument should also include questlons that focus on the activities that
the project carries out through the social promoter extension component, particularly those
involving women, such as existence of improved stoves, washstands, screened cupboards,
vegetable gardens, tree nurseries, and so on.

B. . Rural Extensnomsm
1. Changes in the Extensnon Program Smce the Pro;ect Agreement

Page 8 of the Project Agreement, under "vi. Improved Agriculture and
Grazing Practices,” notes that while land use in the La Unién FMU is predominantly forestry
with relatively low population density, there is increasing agricultural pressure on the forest
due to traditional farming practices. After noting that the Natural Resources Management
Project (NRMP/522-0168) had helped mitigate these problems in parts of southern Honduras,
the project agreement states that NRMP would organize and staff a new field office in
collaboration with COHDEFOR’s office in La Uni6n, that additional field technicians and
paratechnicians would be assigned to other municipalities in the area, that work plans for this
team would be developed in collaboration with the NRMP and COHDEFOR staff, and that
the agriculture and range management personnel would be financed by the FDP but receive
technical backstopping from NRMP and other branches of the NRMP. Then it lists seven
major activities for the subcomponent:

Range and pasture improvement
Soil conservation
- Improved cropping practices (pnman]y basic grains)
Crop diversification
Agroforestry
- Women-in-developing actw1t1es
Small-scale ungatlon

The arrangement described above was never actually carried out. Instead of NRMP,
the field office was staffed initially by personnel from a new project: the Land Use and
Productivity Enhancement (LUPE) project (522-0292), which began 14 months later and
sought to extend the experience of the NRMP to new areas of Honduras. By doing so, the -
project was carrying out the spirit, if not the letter, of the project agreement. Accordingly, a
LUPE office was set up in the FDP/COHDEFOR offices of La Unién, and the two projects
were not ofﬁc1ally linked until the end of 1990.

' To understand the role of LUPE in the FDP, a short summary of LUPE activities is
required. LUPE extension teams consist of four or five professionals, usually an agricultural
specialist, a livestock specialist, an agroforestry or soil conservation specialist, and a WID
specialist, all with at least three (techmcal level) to five years (professmnal level) of
university trammg
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The LUPE strategy is to form and work with men’s and women’s groups in
communities in a particular area, expanding the number of communities contacted as time
goes on and as extension activities from the groups formed earlier become more routine. In
La Unién, for example, LUPE has a map showing communities the focuses of this year’s
activities, those planned for 1992, and those targeted for 1993.

The men’s groups are comprised of farmers and the women’s groups are housewives
- or unmarried women. Couples frequently participate together, the woman in one group and
the man in the other. Typically, the LUPE team works with both men’s and women’s ’
- groups in the same community, but, a commumty will have just one or the other group
organized with the WID specialist workmg in communities not touched by the
agroforestry/livestock specialists, and vice versa,

The LUPE activities carried out with rural residents read like the above list of
activities for the FDP: range and pasture improvement, soil conservation, improved
cropping practices, crop diversification, agroforestry, and women-in-development. If there is
any special focus, apart from the WID activities, it appears to be soil conservation, at least in
the La Unién region, including contour plowing, trenches supported by grass, and multiuse
trees. Still, the composition of the LUPE team is such that it should be able to tackle
problems in virtually every area of agriculture, livestock, and agroforestry.

The existence of separate project goals, methods, administrative systems, and ,
organizational systems made it difficult for the two projects to work smoothly together. In
particular, it was hard for the FDP to administer personnel over which it ultimately had no
control, and it was hard for the LUPE personnel to determine which of its two sets of
superiors had authority over their actions. A study (December 1990) suggested that this team
either. be incorporated completely into the FDP or that LUPE be separated officially from the
FDP. The second option was selected and, as of 1991, the two projects continue working in
La Unién, but separately. .

" As is often the case with divorce, the separation of LUPE from the FDP was
accompanied by a certain amount of resentment and recrimination, in’ spite of being two .
institutions that under other circumstances would ordmanlv like and admire each other, and
probably would have little difficulty in collaborating and coordinating efforts in a common
cause. It seems probable that LUPE and the FDP will eventually be able to forget the past
and cooperate fully. In fact, this cooperation is already taking place, and this investigator
was witness to increased contacts and collaborating at the extensionist level. The nature of
FDP-LUPE collaboration in the future will be discussed in more detail below. '

While LUPE was still involved with the FDP and continuing to "date" in 1991, the
FDP hired several (ultimately, six) social promoters as "paratechnicians" in the spirit of the
pro;ect agreement, who are supervised by an agricultural engineer with extensive extension
experience. These social promoters, four men and two women, continue to work w1tlun the
- context of the FDP.
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The promoter’s qualifications are those common to the paratechnician category. None
of the six has any post-secondary schooling, and their secondary school specializations are
varied, including primary school teachers, secretaries, and business. Just one has a
specialization as social promoter. They received a minimum amount of training from the
FDP before beginning work in the field, and their supervisor has tried to get them as much
on-the-job training as possible.. Their strength, and it is considerable in the area of
extension, is their willingness to live and work in rural village communities, which helps
them to learn and appreciate the conditions of the rural residents of the area.

However, the promoters are a technically weak team due to their lack of university
training or extended training in extensionism, agriculture, agroforestry, livestock, and
women-in-development, and the project is thus weaker than it was originally conceived, since
the promoters 'were intended to complement the. NRMP/LUPE technical extensionists and to

_help them in providing outreach to the communities. The outreach is still there, but the

technical direction that was to have been provided by umver31ty-tra1ned personnel is reduced,

at least within the FDP.

2. The Incentives Program

The original system for working with incentives was that they should go to
individuals for agricultural, livestock, soil conservation, agroforestry, or WID activities.
There were numerous problems with this system. First, people who did not receive
incentives accused the PDF of favoritism, both political and personal. Second, people
received the checks but did not receive sufficient guidance regarding how the money was to
be spent and the need to back up expenditures with bills of sale. Third, there was
insufficient supervision regarding actual use of funds for the purpose they were destined for,

~and in some cases there was no record whether beneficiaries actually spent the money on the

expressed purpose. Fourth, the sheer number of applications overwhelmed the FDP
administration to some extent, and there were delays in cutting checks.

The system has been improved during 1991.. First, incentives now go.to groups, not
individuals, which avoids many of the problems of the previous year. The groups are
usually those formed by the promoters or those already organized and reactivated. The
projects to receive incentive funds are always group projects involving five or more people,
either an entire group or a subset of a group. An example of an entire group is one in which
all are involved, such as in vegetable gardening, while a subset might be those women in a
community who still lack an improved woodburning stove.

The investment plan is worked out by the promoters’ supervisor, and includes the
names of all members of the group, although just one check is cut in the name of a
representative of the group. The application is sent to Tegucigalpa where it is handled by the
coordinator, and turnaround time is about five days. Two checks are then cut, one for 70
percent and the other for 30 Ppercent of the total. When the 70 percent is spent and the b111s
of sale for that amount sent in, the second check is sent out '
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One of the principal problems of the incentive program is trying to determine what
kinds of projects should be eligible for funding. To date, project selection criteria has been
limited to the list of seven activities in the project agreement, i.e., agroforestry, basic grains,
crops diversification, WID, small-scale irrigation, soil conservation, and improved,range and
pastures. However, the promoters have identified as important to the community projects in
potable water and latrine construction and mfrastructure pro;ects with no clear identification

with the seven-item list.

In 1991,' the PDF .approved projects inVolving vegetable gardens, improved wood

-stoves, and potable water. While the first two of these might figure in the seven activities,

the potable water projects clearly do not. Even though the PDF incentive program staff have
been unwilling to step outside the bounds of the project agreement, in this case they have
done so. However, they have done so cautiously ‘and only because they are convinced
that the potable water projects are a matter of extreme necessity for the communities,
especially when the population has been affected by recent outbreaks of cholera.

3. The Forest Protection Funds and their Use

One component of the project that has matured and acquired some importance
for the communities of the area has to do with the caretakers (vigilantes ambulantes) hired
for a period of six months to watch the forest. Originally, the two lumber companies hired
one to two individuals to do this, and the PDF hired others in those areas where the lumber
companies had no timber sale concession. There were a total of 24 caretakers in 15 '
communities.

However, the communities complained about this arrangement. They wanted to know
why some were hired and others not, and a new arrangement was finally made wherein the
caretakers do their work but their salaries go to the communities they work and live in. That
is, checks are still cut in their names, but they endorse these and turn them over to the forest -
protection and extension section of the PDF, which administers the funds for the commumty
These funds ranged this year from a low of L.1,130 to a high of L.2,700. This is not an

* ideal arrangement: for the coming fire season, funds should be destmed specifically for the

communities, and if an individual check must be cut, it should be done i m the name of an’
elected’ commumty representative. S

At the same time, a committee is formed in the various communities to decrde ‘how to
use the money, usually helped out by one of the PDF’s social promoters (10 commumues),
although in some cases a local school teacher has taken the lead (two communities) and in -
others the regular staff of forest protection has worked with the community (three. cases) In
the future, it is expected that the program will lean more on the promoters to help organize

' and administer these funds.

Elght of the prOJects have involved building latrines, five have involved school or
school kitchen construction, and two were potable water projects (see chart 1, below). - The
communities have occasionally been able to acquire a little supplemental fundmg from the
municipality or the lumber mdustry if the funds are msufﬁcrent to complete a proJect
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_ " These funds, though modest, have had an important impact on the communities,
especially in those like Vallecito where the population might have reason to resent both
COHDEFOR and the forest industry in general. The construction of the school will facilitate
the arrival of a primary school teacher for the next school year, and provide an opportunity

- for 22 school age a children present in the community of seven families.

CHART 1: rorolt Protoction ‘Agreement by Community nnd COmmunll Construction
to be carried out.

. , Amount # of : _What Funds
.Community Received . Paid by-" guards Organizer used for
Los Blancos L. 2280.96 FDP 2 Soc. Prom. Latrines

= Comalotillo 2490.48 FDP-YODECO 2 Soc. Prom. Pot. water
Encuentros 2270.48 FDP~-HONDUPLY 2 Soc. Prom. Latrines
Monte Verde 2700.00 YODECO 2. Teacher School
El Aguila 2700.00 YODECO 2 Teacher School
Dictamo 2280.96 FDP 2 Soc. Prom. Latrines
Ocotal -2280.96  FDP 2 Soc. Prom. Latrines

- Vallecito 2260.00 HONDUPLY 2 Direct School
Yupite 2280.96 FDP 2 Soc. Prom. Latrines
Cerro Verde 1283.04 FDP 1 Soc. Prom. School
Rancho Quemado 1130.00 HONDUPLY 1 Direct School
Timiz 1130.00 HONDUPLY 1 Soc. Prom. Latrines
La Pita 1130.00 HONDUPLY 1 Direct School
Zapotes 1140.48 FDP 1 Soc. Prom. Latrines
Julian 1350.00  YODECO - 1 Soc. Prom. Latrines -
15 coms. 28708.32 15

Source: Draft Forest Protection Report, La Unién

4. Analysis of FDP Social Promoters Functlomng

All of the promoters began work during 1991, and all seem to be worlnng
fairly well. A focus group was held with the promoters to address their activities and
- problems. Chart 2 demonstrates how they rank the problems they have encountered in their
work. | : .

_ Transportation to, from, and between the communities they work in is the number one
problem for the social promoters. They are regularly required to spend some time each.
week in meetmgs in La Unién at COHDEFOR headquarters, and there are occasionally other
meetings in La Uni6n, support visits to other communities, or other activities which take
them out of their home-base communities. There is very little traffic in the region, and
whole days can be lost waiting for a ride to pomts near their communities.
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CHART 23 Problems Encountered by Social Promoters

Activity r #1  #2 #3 M #5 Tot Avg Rank
Transportation 1 2 1 1 2 7 1.4 1
Low Salaries 2 1 2 2 6 13 2.6 2
Incentives delays . 3 4 3 3 -1 14 2.8 3
Logistical support. 4 5 5 4 5 23 4.6 4
Admin. coord. 6 . 6 4 6 4 26 5.2 5
Lacit of training 5 7 6 7 3 28 5.6 6
Lack of per diem 7 3 8. 5 8 LAY 6.2 17

One of the most irritating aspects of extension work for the communities themselves
is having a promoter (or other extensionist) schedule activities in a community and then not
show up. Community members plan to attend the meeting, leaving for later their own
important activities, and then waste an entire morning, for example, waiting for a promoter
to arrive. It is often not the fault of the promoter, who is helplessly waiting in La Unién
with no way of getting to the community and no way of letting the community know that he
or she is not able to arrive.

There are 34 villages (aldeas) with 296 mini-villages (caserfos) in the four
municipalities in the area. The aldeas may have several hundred people, and the caserfos
may have over a hundred, although they usually have less. At present, the promoters are
present in the following 11 communities, as shown in chart 3.

CHART 3: Communities Servad by Promoters and their Populations

Aldeas & Population Caserios & Population
El Ocotal - 226 Cerxo Verde - 45

El Dictamo - 163 Sabana Grande - 4
Los Encuentros - 85 Timis - 35
Camalotillo - 100 La Medina - 283
Lomitas - 204 . .

Los Blancos . = 82

Canada Galana - 249

With motorcycles, there is no reason the promoters could not raise the average
number of communities they work in from two to four and perhaps more. In addition, the
~ mobility provided by a motorcycle would allow promoters to include communities that are
more distant but are crucial to project success, such as communities where logging has
recently taken place or where residents might be more likely to set wildfires.

Other problems mentioned by the promoters include three items have to do with
project administration in some way: delays in the incentives, logistical support, and
administrative coordination. With regard' to the incentives, in spite of the assurances by
- Carolina Barrientos that turnaround time on incentive requests was five days, further delays
occur. During the two weeks of field research for this report, for example, incentives were
expected on the first day of research and by the last day, they had still not arrived, and radio.
communication with Tegucigalpa seemed to indicate that they had been lost. '
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With regard to logisiical support 2nd administrative coordination, which can be
lumped, there is a feeling in the social promoter extension component that their activities are
tolerated but not supported with any enthusiasm, which may be natural in a project that is
supposed to focus on forestry. It is interasting that the promoters do not see their lack of
training as a particularly serious problem.

5. Women-zln-develdpment Actlvitles

. The focus group with the promoters (four men and one woman were present, -
one woman absent) tured up an interesting piece of data. Chart 4 demonstrates that WID v
activities are considered comparatively easy to accomplish as well as within the promoters’

abilities, but the promoters generally do not consider them important for the community. -
Although chart 4 does not show this, the one woman in the focus group felt that WID

activities were both harder to accomplish as well as more important than the men.

CHART 4: Ranking of Activities Specially Mentioned in Project Agreement

, ' Imp. for SP's own Ease of doing
Activities Community abilities in community
Range/pasture improvement 4.5 (5t) 6.6 (6) 5.8 (6)
Soil conservation 3.6 (2) 2.6 (1) 3.3 (4)
Improvaed cropping practices 2.5 (1) 5.0 (S) . 3.0 (2¢t)
Crop diversification 4.3 (4) 4.4 (3t) 3.0 (2¢t)
Agroforestry 4.5 (5t) 4.4 (3t) 4.8 (5)
WID activities 4.6 (7) 3.6 (2) 2.0 (1)
Small scale irrigation 3.8 (3) 7.0 (7) 7.0 (7)

Chart 4 would seem to indicate that WID activities are separate from the others in the
chart, but the truth is that these activities can include elements from nearly every other
activity. Women are involved in tree nurseries, meaning agroforestry, involving species
such as leucaena and maderado, which contributes both to fceding cattle (=range/pasture -
improvement) and to soil conservation. They are also involved in vegetable gardening,
which is a form of crop diversification. In some communities, such as Lomitas, both men’s
and women’s groups work on the same activities, such as vegetable gardemng and '

. composting, although they work as separate groups.

Additional WID activities include fuel-efficient stoves, dish and clothes washing
stands, screened-in cupboards for dishes and fcod, improved floors, chicken coops, and pig
pens. Women'’s groups are somewhat easier to work with than men’s in that they are more
often at home and easier to contact for meetings than men.

4

The lack of training and preparation of the promoters has caused them to focus more

| on the activities of their own sex than they should, i.e., male promoters tend to neglect

women’s groups and vice versa. This tendency needs to be remedied, although how to
remedy it will differ between male and femaie promoters. It should not be a problem
socially if both the female and the male promoters are careful to work only with groups and

- not individuals.

~ F9



e

In spite of the problems encountered, the project has been designed well to include a
necessary focus on women-in-development. The project is designed for the formation of
women’s groups in all communities where there are men’s groups so that women are an
equal focus of the extension component activities, and this has generally been achieved.

It is worth mentioning that LUPE also concentrates on women’s activities, although in
this case it is only the WID specialist who works with women’s groups and not the
agricultural or livestock specialists. Also, the LUPE WID specxahst occasionally works in
communities where the other specialists are not working and vice versa, so equal coverage of

- the FDP. may be more generalized than LUPE’s,

C. Small-Scale Forest Enterprise
1.  Background

This component of the FDP is oriented directly toward improving income
levels among individual rural residents in the La Unién FMU through the development of
viable small businesses, the training of beneficiaries both technically and as small
entrepreneurs, and if necessary and feasible, the provision of loans for start-up and working
capital. ,

This component, like the extension component, is directed ultimately at protecting the
forest from wildfires set because of resentment toward the government—COHDEFOR, to
increase cattle forage, or through lack of concern. The small enterprise component attempts
to create concern for the forest and its products among small enterprise owners and, by
extension, their friends and neighbors, by creating a dependence on forest products for these
enterprises and thus an interest in protecting these forest products from wildfire. Therefore,
any small enterprise can be considered under this component if it can relate in some way to
the forest. ~

' 'The small enterpnse component has been underway for a much shorter period of time
than the rest of the project. A contract was awarded to Gainesville-based Tropical Research
and Development (TR&D), a private company, and work began in March 1991, which
means that this midterm evaluation is based o just seven months of activity. The evaluation
is thus a little premature, but it may have the advantage of providing course correction at an
early stage and in this way improve chances for success. :

While the list is open to expansion, the TR&D component has begun by looking at
four small enterprise options. One is carpentry, a seemingly natural option given the project
location in a pine forest area with several sawmills in the vicinity, and especially since there
are carpenters in the towns of the project area. A second option is resination, the collection
of pine resin for use in the production of turpentine. A third option involves the use of oxen
for logging, in conjunction with the logging companies or in areas outside those reserved to
these companies. The fourth option involves pit sawing of lumber, which may involve
squaring off logs for eventual use by lumber companies or using logs not taken by the
companies to produce rough lumber. This evaluation will consider each of these options.
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2. Carpentry

~ The original plan of TR&D was to produce products for export to the United
States. The argument was that before inducing small carpenter-entrepreneurs to produce, it
was essential that a market exist for that product, Therefore, a U.S.-based company has
been hired to explore murkets in the United States for simple, pinewood products that might
be made by the carpenters in La Unién. To date, this company has identified a type of
simple flower box and provided the drawings and plans for the box, although it has not
provided information yet on how many boxes might be sold nor for what. pnce

TR&D is now reconsidering this optlon and will hkely abandon it. This optxon is
patently not viable and shouid be.abandoned immediately. No one should seek out markets
under this component until (1) a wood shop facility of some kind exists in La Unién and (2)
there are trained carpenters to operate it. The export objective is attractive, as opposed to
local marketing, because the returns can be high. If successful, it might transform the local
economy and, incidentally, go far toward raising consciousness regarding the protection of

“the forest from wildfires. But this objective can only work if the following scenario, with-

steps very different from the above one, is followed.

TR&D must first set up a carpentry training facility in La Unidn, one that is similar

~ to those proposed for the carpenters and using the same kinds of machinery. This means that

TR&D must import the U.S. machinery, move it to La Uni6n, and set up the shop, a process
that will stand it in good stead if it eventually wishes to do the same with local carpenters.
This facility can be used to train first the 19-20 La Unidn carpenters already identified.

Once the training is completed, it will be possible to experiment with a variety of products,
and samples of these products can be used to expiore potential markets.

'This scenario has a chance of success, but even if it does not succeed, the activity has
the advantage of providing good training in carpentry using good stands equipment. All of
the trainees will have received some useable training for work in their own, still non-
technified carpentry shops. The training shop would remain in La Uni6n, either at
COHDEFOR or at the local school, and could continue to be used as a training facility.

But these gains are small in relation to the outlay, and there are problems with this
carpentry option, not the least of which is the fact that the project at present presumes the
use of electrical machinery, in spite of the fact that the town of La Uni6n has no electricity.
This means that electricity must be produced using a diesel generator, an extra initial expense
and an expensive source of electricity. Second, an export operation would require a secure,
inexpensive, and ample source of war materials, and most of the lumber produced in local
sawmills already has a purchaser. The San José sawmill, for example, is owned by Luis
Velasquez, who also owns a furniture factory, which he himself supplies with wood. Other
problems include scarce transport for products and lack of rapid communications, such as
telephones.

It might be pfeferable for TR&D to lower its sights and look to more appropriate
technology and resources, in spite of lessened opportunities for a high impact on the
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beneﬂciaries. While it is not the place for this document to provide a detailed list of such
options, there are some points that should be taken into account.

First, with regard to technology, serious consideration should be given to projects that
carpenters can carry out without electric machinery to avoid the expense of first producing
the electricity, ‘then producing articles for sale. By doing =0, individual carpenters might be
able to accept a loan for a much smaller amount of money and thus avoid an onerous debt

. that can only be paid back if the export venture is successful

. Second, with regard to resources, the component needs to look into the. possxbrhty of
focusmg on products that can be produced with waste wood from the sawmills, which at
present is burned by the sawmills. This might mean focusing on products which can be
produced using smaller pieces of lumber, such as toys and small boxes. In fact, the
collection, management, and sale of waste wood from the sawmill is a potential small
eniesprise for the area.

Third, as Valerie Estes’ socioeconomic repon; suggested, the component should
concentrate on products that can be produced using the family as an mtegrated labor unit,
including in the process at the outset, perhaps to finish products from. pieces produced by tlie
‘men.. Women should be included in the training process, especially the business and

' accounting training, from the beginning, since Estes reported that it is most often the wife

who acts as "treasurer" and manages the money in a household.

By thinking small instead of big, the component will take into account variable labor
availability of both men and women during the yearly agricultural cycle. As Estes notes:

The most attractive economic activities will include ones which are characterized by
being small-scale, offering daily and annual flexibility of hours invested, locally
based, and offering signiﬁcant control to the individual producer... Beneficiaries who
are farmers have had experience primarily with very small-scale production and

' ‘marketing. Organization of the acuvrtles and ﬁnances of actwrty enterpnses should
reﬂect th:s scale : : :

3. Resmatlon

Resination mvolves makmg a small cut in the bark of a pine tree, applying an

acid to stimulate the flow.of resin, and collecting the resin in a smail cup. If done correctly,

it does not harm the tree and can be carried out mdeﬁmtely or at least until the tree itself is
harvested. -Resination has been carried out for years in Honduras, which exports pine resin
products The export industry is controlled by a few ¢ compames who essentlally set the price
for resin.

The above-mentioned Velasquez; owner of the San José sawmill, is working with

resination in the area around La Unién, His system is to provide all the materials and to-
simply pay individuals a daily wage of L.10.60, slightly below the basic sawmill wage, to
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collect resin. He claims not to make any money (or lose any) on resmatmn, and he
continues to do it to keep more people employed in the area.

TR&D plans to provide a small loan to individuals to collect resin on their own and
to sell it to middlemen, who collect the resin for the large companies. The cost of materials
to begin collecting resin from 1,000 trees, which is the number an individual can manage on
his own, is about L.1500 (about $283). Some of the materials, like the acid, is a recurrent
cost, while the bark-scratching tool and the cups are one-time costs.

One constraint to resination is that the project should use only those trees that will be
cut in the next three to five years to ensure good quality trees for harvest, since resination
can be harmful to timber starnds if it is not done correctly. The question is whether
COHDEFOR is willing to provide sufficient supervision to make this option viable.

Another constraint in stimulating resination on a large scale is that the individual
resinator might consider that the 1,000 trees he is resinatinz are "his," in spite of the
- explanations from COHDEFOR that he only has temporzry use of them. At some point the .
logging industry will cut down "his" trees, which of course do not belong to him anyway but
to COHDEFOR, which has contracts with the logging 'industry. The resinator will '
undoubtedly fight to save "his" trees from logging. And of course, there is no point of
saving the trees from wildfires if they cannot later be harvested.

If resination is to be carried out, TR&D should alter its strategy to provide a no-cost
demonstration of the profitability of resination. It should purchase one set of materials for
use with an individual or group of individuals interested in trying it out. It should carry out
a training and demonstration of resination for a six-month period, including both the
technical aspect as well as training in the accounting irnvolved, and only then should it solicit
candidates for loans. :

4. Oxen Logging

Oxen are an integral part of the La Uni6n area landscape, and there are

. vmually no men who have not had plenty of experience with them. They are used in

. preparing the land for planting, cultivation of young crops, and any task that requires them,
including pulling out consultants’ vehicles when they get stuck in the mud. :

They are in use at present in logging, and the industry would like more yokes of oxen
and drivers. Oxen are cheaper than mechanized vehicles, they can work in difficult areas
inaccessible to mechanized vehicles, and they generally do less damage to the forest,
particularly young trees, than logging by other methods. Pulley and cable logging
technology should be introduced to improve the efficiency of this operation.

An oxen-logging contractor was interviewed who provided some details of his
profession. Oxen logging is paid on a productlon basis, and a good team of oxen can make
.as much as L.180 per day, while average earnings might be half that much. A good yoke of
oxen costs about L.7,000 at present. While oxen feed on grass near logging sites, they must
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also be fed concentrate costing L.5-10 per day. Loégtng is dangerous, however, and an '
animal that breaks a leg or horn can no longer be used.

S. Other Possibilities
TR&D has not looked into two possibilities'that were specifically mentioned in

the project-paper: seed collection and road maintenance. Seed collection from pine trees is
an activity in which individuals collect seeds from pine cones. These seeds could be used to

make tree nurseries, and the seedlings used to reforest in areas with poor natural regeneration =~

or in fire-burned areas. The owner of Yodeco, which has a timber concession in this area,
pays people for planting pine trees in neighboring Yoro.

The project paper stipulates that routine road maintenance be- contracted to local -
inhabitants whenever their availability permits. TR&D might try to organize these road
maintenance crews, working with COHDEFOR, Honduply, Yodeco, and the San José
sawmill. :

D. Conclusions
1. Social Promoter Component :

The social promoter paruclpauon in the forest management component has -
been positive, although theiz impact has been limited by lack of transportation and training.
In addition, women promoters have been equally effective or even more effective in
comparison with men promoters, since women work effectively with men’s groups, and men
promoters have been less effective in working with women’s groups. The promoters’ present
supervision is excellent, although the present supervisor’s workload is heavy. In addition,
the present supemsor has excellent training in agriculture and livestock, but he has less

experience in women-in-development actlvmes

2. Commumty Selection for Socxal Promoter Extensnon

“The FDP extensron component has selected wh1ch communities to work with
based primarily on the willingness of communities to accept the presence of the promoters
and to work with them on their own development. They ignore those communities that
demonstrate apathy or negativism when presented with the possibility of working. with the

~ extension program. As a result, many of the communities selected are not the ones that

should be top priority, i.e., communities where people have more reason to set wildfires. At
the same time, while LUPE and DIRCO are present in the area, they do not maintain a
special focus on the "problem” communities in the area, from a forest management point of
view. .

3. - The Use of Incentives

The incentive program began poorly by giving incentives to individuals and by
not providing sufficient supervision for recipients of the incentives. 'Although the rules
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governing the incentives have not yet been reformed, the program has been restructured to
provide incentives to groups rather than individuals and to provide better supervision of
them. As a result, the incentive program is now a positive factor in the overall extension
program,

4. The Forest Protection Funds

-While not planned as part of project extension to area communities, the forest
protection funds have proved to be a very positive and productive component in improving
COHDEFOR relations' with selected communities. It has provided communities with their
"own" money, almost as if it came from taxes, to use in bettering community infrastructure,
in spite of the relatively small amounts of money involved. In communities where the social
promoters are not working, the forest protection fund has functioned to aclueve similar
results in community satisfaction.

5.  Small Enterprise Development

The small enterprise component under the direction of TR&D has not been
operative long enough to derive any real conclusions about its ultimate success. The original
strategy of finding an export market for a particular product providing was poorly thought
out and has apparently been shelved. : .

6. Socioeconomic Baseline

A socioeconomic baseline, which would permit the later measurement of
project impact on income and other factors, was not carried out in La Unién FMU, although
a baseline study was carried out recently in Salamd, the area targeted as the second area for
project intervention,

E. Recommendatlons for the Extensmn Component

1. Increase the number of promoters to 10 with at least 50 percent bemg
" women

The number of social promoters should be increased to 10 to provide increased
coverage in the FDP area. Three of the four new promoters should be women to achieve a
balance of five men and five women. If it is found that women promoters are able to work:
with men’s groups as well as women’s groups, but that men promoters have difficulty
working with women’s groups, then all new promoters should be women, since it is not
efficient for women promoters to be required to work with women’s groups in the
communities of men promoters as well as in their own assigned communities.

2. Increase staff supervision and training by hiring a woman social worken

The present supervisor, an agronomist with knowledge of both agnculture and
livestock, provxdes ‘much of the technical backstopping required of the promoters in the areas
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of horticulture, agroforestry, agriculture, and soil conservation; and he is an excellent

supervisor as well. He is weaker in community development techniques and WID.
Therefore, the project should add one staff member, a woman social worker, who will assist
the supervisor in component administration, training in community development dynamics,
and support for WID activities. The correct supervisor to promoter ratio should be one
supervisor to five promoters. .

3. Continue and strengthen inter-institutional coordination with LUPE and
DIRCO |

The LUPE team 1mpressed observers with their knowledge of commumty
development and with their soil conservation and agroforestry activities. There is also the
DIRCO program with three agronomists, which stimulates basic grain production with loans
for improved seed, fertilizers, herbicides, and pesticides, and is achieving increases for corn,
as farmers raise production from 4,000 to 5,000 1bs/mz. Bean production has been raised
from 800 to 1,600 ibs/mz. The FDP social promoters can get additional training and
backstopping from the LUPE and DIRCO teams, as well as provide contacts for these
agencies in the communities they serve.

- 4, Select which communities to work with based on the problems of forest
management .

The FDP should select communities first and foremost according to their
importance in forest management and wildfire control. - It should select communities such as
Vallecito, where residents were forced to stop growing corn in the Muralla protected area,
where seven homes have some 90 cattle, and where forest cutting is being concluded, making
it a community where regeneration is essential now and where residents have two reasons
(resentment and cattle forage) for setting wildfires. .

§. thructure the use of incentives

The incentives program should be restructured and a new set of gu1delmes
and rules should be developed by the incentives coordinator and the field supervisor. The
incentives program should be opened to infrastructure projects such as potable water,
latrines, and school construction, but should continue to include other projects such as -
vegetable gardens and improved stoves The program should be open to groups only, not
individuals.

The groups should have experience working together with the promoter in non-
incentive projects for a period of time before becoming eligible for incentives. The promoter
should not even mention incentives until the group has demonstrated that it can function well
without incentives.

The incentives should be provided to the group, although an individual, the group

president or representative, will have the incentive check made out in his or her name. The
promoter must accompany the representative in the purchase of the materials required for the

F-16



incentive-based project, both to ensure that thc money is used for the purpose it was deétined
as well as to make sure bills of sale are collected for PDF bookkeeping.

Incentive funds should be made available to the LUPE and DIRCO teams as well, if
these agencies encounter situations in communities not served currently by the FDP. The
criteria for including such communities should include availability of funds and the
acceptance on the part of LUPE and DIRCO that FDP must supervise the incentives.

Wh11e incentive funds have not been utilized as much dunng 1991 while searching for

. an improved mode of handling them, they are nonetheless a valuable tool for the FDP

extension program and for the promoters. The incentives should continue to exist, although
the amount needed annually might be diverted into the forest protection fund.

6. Social promoters should receive motorcycles

It is highly recommended that the promoters be provided with motorcycles of

* the 125 cc scrambler type, which will greatly increase the time they will have available to

work with communities. It will also allow them to cover a much greater area or number of
communities, and it will increase their reliability when they visit the communities. They
should be able to cover four communities each, which means that the FDP would be reaching
40 of the 296 communities in the area.

7. Male promoters need training on how to work with women’s groups
Training in WID for male promoters should include women’s group dynamics,

how to avoid conflicts, and how to link men’s and women’s groups in each community’s
activities. This training should be provided by the new staff female social worker. The male

* promoters must also learn the techniques mentioned above (stoves, stands, cupboards, etc.)

so that they can provide concrete assistance to women. More importantly, the female social
worker needs to ralse the consciousness of the male promoters on the 1mportance of WID

: aCthltleS

8. Restructure the forest protection funds so that the exphclt beneficlary is
the community, not an individual

The forest protection funds program should be broadened, but care should be
taken in determining the amount available per community. A minimum, fixed amount should
be set aside for each community, and that amount communicated to the community. The
amount should probably be based on community size, for example, L.1,500 for communities
with less than 100 people, L.3,000 for communities between 100 and 200, and so on.
However, a special bonus should be offered to communities of special interest to the FDP,
such as communities where the forest was harvested recently, or where individual families
have a large number of cattle per household. If the project decides to rotate the funds and
provide funds for a community one year but none the next, the community should be
informed of this, and the funds should be made ample enough to complete a necessary
infrastructure project.
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Communities should also be allowed a certain flexibility with their funds, such as
saving the assigned amount one year and putting it together with the next year’s. funds to
complete an expensive project, such as the introduction of piped potable water. Communities
should also be required to have a functioning community improvement committee or have
men’s and women’s groups working with a promoter. Finally, a promoter should be
assigned to each commumty recervmg protectlon funds.

. K. Recommendations for Small Enterprise Component

1. . ‘Abandon focus on carpentry exports until beneficiaries are trained

If it has not already been done, the contract with the U.S.-based company
should be canceled by TR&D until it can be shown that export products can be produced.

2, Set up a carpentry training center and resination demonstrations as a t‘irst
step in the La Unién area

TR&D- should set up training and demonstration programs in La Unién,
including a training center in woodworking for carpenters and demonstration and training
sites for those interested in resination.

3. Make loans for purchase of oxen flexible

Loans made tc individuals for the purchase of oxen should take into account
the possibility of injury to the animals. If an animal is injured and must be slaughtered the
loan should be renegotiated to allow for purchase of another ox.

4. Hire short-term consultants-to analyze product possibilities

TR&D needs to hire one or more short-term consultants to provide ideas for
different items that can be made with forest products and for fresh possxbilmes for other

' forest-related enterpnses

G.  Another Recommendation: Carry out a socnoeconomic baseline study in La
Union

A socioeconomic baseline study of the La Unién FMU should be carried out as soon
as possible to provide the basis for future evaluation of the impact of the project on income
and other socioecononuc factors. :

H.. Lesson Learned: Separate projects shouid not be mixed

The experience of this project in including a team of professionals from the:
LUPE project within the FDP was negative, and it is not difficult to understand why this was
so. The LUPE project places technical assistance teams in many communities, and these
teams are supervised by LUPE project management under the Ministry of Natural Resources.
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The LUPE team was and is supervised by Eduardo Canales, whose office is in Campamento
and who also supervises the other LUPE teams in the area, including, for example, Salam4.

However, the La Unién, LUPE team was also supervised and administered by the
FDP administration in La Unién, Although the LUPE team’s activities in La Unién followed
activity descriptions for other LUPE teams, and although these activities were known to the
FDP administration, it is easy to understand how the FDP might wish to reorient the LUPE
team’s activities in some way, especially since the FDP was pilot in nature. Since the LUPE
team was supposed to be integrated into the FDP, admxmstratlon had reason to beheve it had

-control of the LUPE team and its activities.

The LUPE team was eventually separated from the FDP, and it now seems probable
that the LUPE and the FDP social promoter teams will be able to work together in their
common interests in the La Unién area. The lesson bere is that separate projects should
collaborate, and this collaboration might be formally developed at administrative levels or it
might be informally worked out at the field level, or boti, but one project should not be

- integrated into another.
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' ENVIRONMENTAL REPORT

A. Summary
1 Introductlon

» * This report presents the results of the analysis of envrronmental impacts and
other environmental issues related to the 1mp1ementatlon of the Forestry Development Project
(USAID/HONDURAS 522-0246). The discussion is based on field observations within the
project area.(La Uni6n) as well as in other areas of Honduras and interviews with project
personnel and other individuals directly and indirectly mvolved with forest and environmental

activities in the country.

Parts of this report were inserted into the midterm evaluation report. This report
discusses environmental issues in more depth and contains pertinent information and specific
recommendations., The chart attached at the end of section VII presents: schematlcally the
results of the environmental analysis. ,

2. Major Conclusions

~ Overall, the project has produced methodological and institutional changes that
over a certain period of time will promote the sustainable use of forest resources, the
protection of critical ecosystems and the mitigation of negative impacts of forest utilization
practices throughout Honduras. : . o

Most important achievements of the project to date are: (1) implementation of a
standing timber sale system with clear provisions and safeguards for environmental protectlon
and (2) establishment of two protected areas mvolvmg cloud forests of significant

* biodiversity.

‘ Howe\}er," much more nwds to be done to (2) consolidate the achievements to date
and (b) realize the full potential of this project to positively affect environmental quality,
preserve biological diversity, and promote sustainable use of the natural resources of the

' country

COHDEFOR, the pmject’ executing agency, has recelved the legal/admmxstratlve
mandate and thus, assumed full responsibility over the estabhshment and management of
protected areas in Honduras.

Standing timber sales across the country are bemg prepared in consideration of

| reducing and mitigating environmental impacts and sustaining forest productivity. Sale
- administration and supervision, however, lag far behmd and de Jacto preclude the full

obtainment of envrronmental objectives.
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Some effort is being made to raise consciousness among the population in general and
among forest professionals in particular about the environmental implications of all forest
related activities. Although some educational material has been produced, a strategy and -
action plan for its distribution and use in schools and elsewhere is still missing.

The environmental monitoring component of the project has not been developed for
its use as feedback mechanism in project achvmes, especially the standing timber sale
program. Consequently, its potential as a tool to 1mprove nnplementanon of pmJect

‘ acnvmes is bemg lost. ‘ .

Although a number of environmental impact assessm'eht éctivities have been
performed, the project and by extension, COHDEFOR, have not acquired an in-house
capability to carry out impact evaluations and environmental analysis.

COHDEFOR has apparently shied away from taking a firm stand regarding grazing
practices in forest areas, especially after the timber has been extracted and regeneration needs
- to be protected. All too often fencing of forest lands occurs to keep cattle in, not out,

Even though mcxpxent the changes occurrmg within the forest industry bode well as

just over the short term, but in terms of preserving their long term productmty.
3. Recommendations |

Some of these recommendations may have béen stated in the original project
paper and mentioned by technical assistants to the project. Listing these recommendations
again does not necessarily imply non-compliance, but rather partial or delayed action. These
recommendations will be dealt in detail within the text and the annex.

o Establishment of an "environmental unit" to direct monitoring activities,
_contribute to forest management and extension activities and coordinate actions
related to the establishment, protecuon and management. of critical ecosystems
within the project area.

o Monitoring of all environmental aspects of project implementation on a
‘ periodic basis carried out by outside expertise.

o Putting in place a proper environmental monitoring system within the project
area to establish a baseline and measure magnitude and intensity of impacts of
forest related activities including logging, grazing, fires and traditional farming
practices.

° Baseline studies and environmental assessments should be conducted for the
Salam4 FMU and area III (when it is chosen).
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¢ Applied research and demonstration of environmentally sound logging and
roading practices should be started as soon as possible to determine most
appropriate techniques as well as serve for training purposes.

o Implementation of a properly designed educational program involving the
public at large, the student populanon and the communities directly affected
by project activities.

° Prioritize and significantly increase logistic support as well as. trammg for
timber sale administrators (motorcycles).

° Promote and support a pilot cable-logging operation (possibly involving a local

' group) for timber sale areas preseiitly not exploited or exploited incdzquately,
to reduce environmental impact and provide a business-employment
opportunity to the local community.

o Provide long-term technical assistance to COHDEFOR in alternative loéging
systems, environmental controls, site reclamation, and forest roads design,
construction, and maintenance.

e  Develop an incentive and training program d‘rected at industry and small
businesses to involve the local communities «.-rectly in forest related activities
(e.g., logging crews, road construction and maintenance crews, fuelwood
gathering and distribution crews, pit-sawing crews, fire prevention crews,
seedling proGuction, and reforestation crews (including seed collection).

. ® Develop and support community involvement-in the protection of aquifers and
critical watersheds as well as the management of wildlife resources and fragile
natural ecosystems (e.g., training and logistic support for forest guards, game
wardens, nature gmdes mumclpal waﬁershed patrols, etc.)

° COHDEFOR’s socxal promoters need to address basic needs of the local
population by focusing on forest related activities such as fuelwood gathering,
alternative livestock management practices by means of cooperation with
LUPE extensionists, and intensive farming practices.

° Finally, environmental education programs implemented through participating
institutions will need to address the community’s forest surroundings, the
economic implications of forest related activities, involve more directly (field,
hands-on) the audience, and focus not just on the intrinsic ecological value of
the forest, but also its productive potential (*).

(*) children and their teachers, for example, will benefit considerably from on-site observation of logging

. oparations, how trees are cut and regenerateD, how logs are turned into lumber and furniture and learn about
. watershed protection from the cloud forest to the pipe carrying water into thc village. _
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B.  Environmental Impact Assessment Update
1. Project Contribution to Environmental Conservation

The FDP’s main achievement to date is probably the institutionalization of a
standing timber sale system. The implications of the proper preparation and administration
of this system are significant in protectmg the environment and of sustaining the productivity
of forest resources,

o As conceived, the'timber sale system consists of field determination of
standing timber volume, the selection of trees to be cut based on silvicultural
and environmental considerations (i.e., streamside and habitat protection),
different provisions to minimize and mitigate the impacts of felling, logging,
skidding and loading activities and finally, the laying out of roads and skid
trails in order to reduce erosion and siltation (**). .

Whenever proper follow-up and supervision of the timber sale occurs, as is the
case in La Unién Management Unit, the environmental impacts of forest
extraction activities are significantly reduced, soil erosion and stream siltation
is minimized, fragile areas are not disturbed, habitat is protected and forest
regeneration is facilitated so as to enable the resource base to sustain yields
over time. : :

° The project has trained numerous forestry professionals about the
environmental consequences of improper forest exploitation practices.
Implementation of environmental safeguards in forest extraction activities are
being perceived not only useful for their intrinsic ecological value, but also for
their positive contribution to sustainable forest production. Most significantly,
foresters trained by the project have moved from the public sector to industry
and thus, increased awareness about environmental consequences of forest
related activities is becoming part of industry’s own concem, for more than
just rhetorical reasons. :

° Through the project, one cloud forest area of considerable ecological
significance (La Muralla Wildland Refuge) has been protected and the proper
steps taken to implement a management plan. The protected area is being
expanded from 6,093 to over 13,000 hectares in order to include the northern
slope of the La Mora mountain range. A second wildland area was also -
delimited (El Armado Wildland Refuge) and it is hoped that it will receive the
proper attention in terms of management and protection in the near future.

(**) Although these actions are “indeed part of the package being promoted by COHDEFOR and the impact
mitigating provisions are included as contract clauses, thair application varies considerably.

Administration of the sale and supervision of logging activities is weak for a variety of reasons and thus, .
the standing timber sale :yltun cannot fully realize its potential to posi tively affact the environment.
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Finally, both COHDEFOR and industry are becoming increasingly aware of
the advantages of proper road construction and maintenance procedures. The
reduction of environmental impacts (hydrologic and habitat alterations) from
proper road layout and drainage works can be considerable, especially when

. compared to traditioral road huilding practices.

. Projert Contribution to Sustainable Use of Natural Resources

As mentioned above, the standing timber sale system is désigned partly to

. ' guarantee natural regeneration of pine stands being harvested. Although

monitoring and evaluation of these procedures has not been fully implemented,
field observation by the team appears to confirm that if adequately protected
from fire and livestock grazing activities, the pine stands are likely to
regenerate to adequate densities, in some cases greater than the original ones.

Similarly, when sale administration and supervision is carried out properly,
disturbedsites such as landings and skid trails can be reclaimed effectively by
regeneration. Unfortunately, the regenerative capacity of the forest is strictly
dependent upon proper supervision of extraction activities, upon the
implementation of certain crosion control measures, upon effective fire control
measures, and in some cases, upon actlve revegetation (grass seeding) and
mulching activities.

The standing timber sale system has also contributed to a greater efficiency in
timber extraction, with reduced waste of valuable forest resources, As
standing timber is sold to a top diameter of 15 cm, industry tends to leave less
timber on the ground and has introduced technologies to take advantage of
smaller diameters. In other cases, a secondary market (fuelwood and
broomhandles) has been developed based on branches and small diameter
timber.

In conclhsmn, the implementation of the projecf appears to pfomoi:e posmvé steps in
terms of reducing forest depletion rates and in maintaining the regenerative capacity of the
forest resources of ‘the country.

3.

Environmental Assessment Update

In this section of the report the basic assumptions of the Environmental

Assessment will be analyzed, validated, and updated. The analysis and discussion is based
on field observations rather than objective measurements, because no baseline data has been

established (erosion/sedimentation plots, weather stations, wildlife inventories, etc.).

- Issue #1: Tropical Fomst Protection

. Broadleaf forests, speclﬁcally the ecologically significant cloud forests at the top of

mountam ranges, have received considerable attention and are being effectively protected. La
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‘Muralla and El Armado Wildland Refuges have been 'established by decree, and in the ease

of the La Muralla, positive actions are being taken to expand its area and to actively manage
it. Similar actions are expected for the El Armado Refuge in the future.

Through the implementation of the standing timber sale system, slopes above 50
percent are being preserved from harvesting. It has to be noted, that it is on these slopes
that natural patches of rare pine specles occur most frequently (P. maximinoi, P. tecumary).
During timber sale preparation riparian vegetation as well as wildlife habitats (den trees,
snags, deer fawning areas) are also being protected from loggmg and roadmg impacts.

In areas of mixed broadleaf and pme stands, the tlmber sale geared at harvestmg
mature pine trees (P.oocarpa) does not directly affect oak species (Quercus peduncularis,
Q.oleoides)(*) and liquidambar, thus maintaining habitat diversity—-by default. It is,

. however, desirable that a more explicit policy regarding species d1ver31ty and forest

composition be enacted in the future timber sales,

As COHDEFOR has assumed responsibility over all protected areas in the country
(Decree 87/87), its experience in the project area with the La Muralla Refuge will prove
extremely important to extend similar protective measures across broadleaf forests elsewhere.
COHDEFOR has established a Department for Protected Areas which is preparing to set up a
national system of wildland areas covering critical and representatlve ecosystems across the
entire nation.

Issue #2: Watershed Management and Community Aquifers

Through the project, four community watersheds (**) have been identified within the

~La Uni6n Management Unit and specific management plans involving some community

participation are being prepared. These plans constitute an important exercise for
COHDEFOR in terms of managing forest and natural areas for other than timber production.
It also provides an excellent opportunity for COHDEFOR to interact and cooperate with the

: communmes on issues critical for their own subsmtence

Although a ,Watershed Management Department within COHDEFOR exists, its
presence and work within the La Unién Management Unit is less than evident. It is also
obvious that watershed management activities need to be implemented above and beyond the
boundaries of the protected area (La Muralla) and involve personnel other than those
dedicated to the management and protection of the Wildlife Refuge.

™) These tree species are used for the production cf fance posts and for firewood, often without
supervision and adequate cere for rational utilization.

M Tapequile (25 km?), Camote and Carta (51 km'), La Habans and Habanita (32 km?), Las Milpas (8 km')
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FDP’s efforts in watershed management ar: less than enthusiastic. It is still early to
assess the result of this effort, yet it is obvious that COHDEFOR needs to be encouraged to
work harder in this direction within the project area and elsewhere.

Issue #3: Forest Road and Trail Development

During field visits it became quite evident, that from an environmental point of view,
forest roads and trails in general, remain an area of major concern. There are different

-aspects to this issue: responsibility, road layout techmcal spemﬁcauons and administration .

and enforcement;

L Main forest access roads are the responsibility of COHDEFOR. Construction
of harvest roads and skid trails are the responsibility of the contractor and so is
maintenance. Skiddigg trails and loading site reclamation after harvest is also
the responsibility of the contractor. Road layout is usually the responsibility
of COHDEFOR.

The provisions included in the timber sale contract clearly assign responsibilities and
establish technical specifications for all aspects of roading, but execution and adherence to
the contract clauses varies considerably from site to site, as a function of sale administration
and on-site supervision.

° Layout of roads, skid trails, and landings is determined at time of sale
preparation. During this activity, drainage and other engineering works
designed to minimize and mitigate environmental disturbance are also
established. There is considerable variation in the skill level of technicians
laying out roads and trails, consequently, the magnitude of environmental
impacts generated by their construction and use. Often, due to the
unavailability of accurate topographic maps for many sale areas, road layout is
done directly on the ground, without proper instrumentation and not enough
experience to lay out an efﬁcwnt road system, mmimizmg environmental
disturbance.

®  Technical specifications for roading written into the contract are adequate in
terms of reducing and mitigating environmental impacts. However, their
usefulness is only as good as on-site supervision and enforcement. There have
been few instances where noncompliance with roading specifications has
resulted in temporary stoppage of logging activities. Much more common is
timid reporting and minimal follow-up of infractions. In some cases, roads are
actually realigned by tractor operators as they go along whenever they find
topographic and geologic obstacles on their way.

. Finally, as sale administration and on-site supervision is less than obvious in
most cases, adherence to technical specifications (location and size of landing,
slope and width of trail, etc.) is less than optimal. It must be recognized that
compared to traditional roading practices, significant progress has been
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achieved. Moreover, three actions would considerably increase better
compliance with contract clauses and significantly reduce environmental
impacts from forest roading: (1) training of tractor operators, (2) frequent
on-site supervision, and (3) availability of topographic maps to lay out the road
system before arriving at the site,

Issue #4: Silvicultural Practices

The prOJect has concentrated in prepanng for and 1mp1ement1ng the standing txmber

‘sale system. Although the system. has clear’ implications for the adoption of sound

silvicultural practices, their application requires more technical personnel with greater
experience and training and increased presence on the ground. Moreover, it is not at all
clear that neither COHDEFOR nor FDP specifically mandates technical personnel to achieve
silvicultural objectives. .

Issue #5: Forest Harvesting Practices

Forest harvesting is probably the area where greater achievements ‘have been obtained
by FDP. Implementation of the standing timber-sale has forced industry to better utilize
forest products. Moreover, requirements regarding stump height and log bucking have
reduced waste of valuable timber. Improvements can still be obtained, especially in terms of
reducing tree shattering through directional felling, more precise log bucking and trimming,

more conservative log butting to eliminate damage, and by using more sophisticated methods |

of skidding (chokers) and logging systems (simple cable logging). One aspect that carries
significant environmental implications and that could be improved easily is slash dlsposal
after harvesting and using it to control erosion on skid trails and landings.

Issue #6: Wildlife Management

Due to recurring forest fires and indiscriminate hunting, the forest appears "dead"

- other than for trees. Although it is true that the Subtropical Moist Forest Life Zone where

Pinus oocarpa dominates is wildlife poor, too few birds and fewer mammals occur in most

of the sites visited by the team. Tree harvesting although disturbing some sites, creates 1dea1 |
- browsing conditions for white-tailed déer and numerous bird species, which are indeed

typical inhabitants of these forests.

Although not necessarily related to timber harvesting—yet a responsibility of
COHDEFOR as an institution—it appears that FDP should take the initiative to manage the
forest for all aspects of the ecosystem, including wildlife. It might involve initially
promoting the idea of game management among the local population, finding ways to give
incentives to control.fire and protect wildlife, maybe on a pilot basis wherever most feasible.
Eventually, active wildlife protection and management could become a justification by itself
for the local communities to be more directly involved in protecting the forest.
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Issu'e #7: Biological Diversity

FDP has advanced more than expected in the original PP in terms of setting aside
areas of greatest biodiversity such as the cloud forest of La Muralla, Not only has this area
been delimited on the ground, but a visitor center has been built tc house management
personnel, nature trails laid out, and more importantly, the project has taken a "clear stand"
in excluding coffee growers and ranchers from the area. This determination (supported by
military action) is quite new and though not ideal in terms of developing a cooperative
relationship with the local community, it has certainly sent the right message. o - -

: In the protection of biological diversity much more needs to be accomplished,

especially strengthening COHDEFOR'’s institutional capacity to protect and manage not just
one area, but an entire system of wildland areas nationwide. FDP could thus play a critical
role within COHDEFOR in terms of providing an example of protected area management, as
a training ground for specialized personnel and by supporting the strengthening of the
Protected Area Department within COHDEFOR with technical assistance during the planning
and implementation stages of a national system of protected areas.

Issue #8: Subsistence Farming and Grazing Practices

Other than by default, COHDEFOR has not defined a clear and decisive policy to
protect managed timber stands (after harvesting) from illegal fencing for cattle grazing.
Although an understanding exists in terms of precluding grazing for up to eight years after
harvesting, it is evident that enforcement of this policy is weak. As a result, it is possible
that management plans based on natural regeneration under undisturbed conditions (no
grazing and no fires) will not be realized completely, endangering the sustainability of forest
production over the long term.

It is also evident that a good number of forest fires are set by ranchers trying to
improve forage in forested areas, as they do not see other benefits to be derived from them.
Focusing attention upon their needs would go a long way towards improving the chances of
natural regeneration to replenish forest stock within reasonable time. Developing alternative
forage supplies and edvcation could be the first steps towards improving not only grazing
practices, but also improving relations between COHDEFOR and small and large owners of
livestock. Considering that traditional grazing practices are low-cost affairs charged with
social status value, attempting to change these systems is definitely not an easy task, but
clearly one that needs to be addressed with urgency.

Issue #9: Forest Industry

There are two aspects to this issue: forest activities and sawmill activities. Each has
environmental implications of considerable significance. Industry, especially within La
Unién FMU has reacted extremely positively to requirements of impact mitigating procedures
within the forest. All three major contractors in the Unit have subcontracted part of the
logging activities to oxen operators, whose impact in terms of erosion and sedimentation is
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significantly less than by mechanized means. From their own assessment it appears that §uch
logging practices make also good business sense.

The major problems are found in the case in which the sawmill (which purchases the
timber) subcontracts all harvesting and transportation work to smaller operators. The latter
dispose of less working capital, have no long-term interest in investing in proper
infrastructure within the forest, and who under pressure to produce tend to "operate as they
always did."” - These logging operators obviously resent erosion control requirements, proper
construction, and road maintenance specifications (especially drainage and culverts) and the
obligations to properly waterbar skid trails and landings after harvest. In such cases non-
compliance with the contractual clauses is greatest. At the same time, some administrators
feel that they should be partially exempted from these obligations given their limited means.
Finally, these operators are the least likely to have received appropriate training, have limited
bargaining power and usually find themselves on the short end of the deal with the sawmill

operators.

~ The FDP needs to address these aspects most urgently, as they appeér to endanger the
proper application of the standing timber sale system especially, where supervision and sale
admlmstratlon are weak.

Issue #10: Soil Erosion and Sedimentation

This issue relates directly with the environmental impacts of harvesung and roading
activities carried out under the project. As mentioned earlier, it is definitively an area of
major environmental concern. As on-site supervision of timber sale and enforcement of
mitigating procedures are weak, soil erosion, sedimentation of streams and dlsrupuons of
habitat and natural drainage patterns are considerable.

On practically all of the sites visited by the team, very little is done to prevent soil
erosion. The most commonly observed activities that cause grave erosion problems include:
(i) improper layout of roads and skid trails especially in terms of density and slope, (u)
inadequate ditching and dramage along roads and trails, (iii) i 1mproper location and size of
landmgs, (iv) skidding of entire trees, (v) filling in of dry ravines, (vi) inadequate stream
crossings, (vii) tree felling into or across streams, (viii) absent or madequate waterbarring of
skid trails and landings, (ix) absent or inadequate slash disposal or erosion control work at
the end of harvesting actwmes, and (x) inadequate reclamation of stream crossmgs, mcludmg
clearing of debris from ravines and streams. .

Issue #11: Mineral Exploitation in the Project Area

. Since the preparation of the environmental assessment, a gold mining operation
(partly open pit, partly tunnels) has started operation at Los Blancos, north of Mangulile.
Environmental impacts of such an operation are obviously quite considerable. COHDEFOR
should therefore coordinate with the Ministry of Natural Resources in charge to supervise
mining operations, to adequately evaluate environmental impacts and propose an effectlve
impact mitigating plan.
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C. Institutional Reorientation of COHDEFOR: Environmental Impacts’

The standing timber sale system represents a significant departure from the traditional
timber sale contract. The area affected is clearly defined on a map and on the ground, trees
to be harvested are marked and fragile areas are specifically excluded. There are clear
provisions to reduce environmental impacts of the harvesting, skidding, and roading activities
allowing COHDEFOR to control all aspects of the operation. In addition, it provides for the

. application of appropriate silvicultural practices and for facilitating natural regeneration of the

forest stand. In theory at least, it enables sustainable exploitation of the timber resources. In -
reality, its potentials cannot be realized unless: (i) the sale is properly prepared, (ii) the
responsibilities of each participant (contractor, subcontractor, and COHDEFOR) are clearly
stated and agreed upon, (iii) everybody involved is properly trained and equipped to execute
the activities and (iv) most importantly, the sale is properly administered and supervised on
site.

It needs to be said that no matter how well prepared a sale, without proper
administration and field supervision, it will still produce significant environmental impacts
and will have a negative effect on the sustainability of the management system.

1. Impact on regeneration of forest species

Based on field observations and interviews with COHDEFOR personnel
involved in sale preparation and administration, it would appear that the pine forest is
extremely resilient, managing to regenerate in spite of considerable adversities such as
frequent brush fires, soil exposure and erosion due to skidding and roading, and soil
compaction and trampling as a result of cattle grazing. FDP personnel has been evaluating
regeneration on timber sale areas which should provide more accurate data and define
corrective measures {0 ensure proper regeneration of the forest stand.

There are, however, two areas of possible improvement. First, natural regeneration
could be facilitated by reducing soil erosion on sale areas. Soil conservation measures

" normally prescribed include waterbarring of skid trails and landings, proper disposal of slash,

adequate drainage of roads and cross drainage of ditches, especially on steep slopes. As

these measures are rarely applied, fragile soils are washed away and sizeable areas including
non-treated landings and skid trails are lost to regeneration. Second, there are areas within
stands which for a variety of reasons (i.e., frequent fire, thick shrubs and grasses) show little
regeneration even after many seasons. Depending on the circumstance, spot planting coupled
with either controlled burns or effective fire control would go a long way in establishinga -
uniform stand of trees on logged sites.

2. Impact of road and infrastructure works

Spur roads, landings, and skid trails improperly laid out, often too steep or too
wide, without adequate ditching and cross drainages represent the single most important
cause of soil erosion in the logged site. ‘Landings are typically too large as trees are skidded
whole from the forest without prior bucking, and tractors need a greater area to maneuver
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| 'along the trail and on the landing. Often tractors aré 'too large and too heavy for slddding on

soft ground or steep terrain and operators are not trained nor made aware of impact
minimizing techniques. In those cases where skidding is done by oxen, the difference in
environmental disturbance and soil erosion is very significant. It must be added, however,
that trail systems within timber sales around La Unién, have a lower density and are usually
built along contour or in diagonal patterns across the slope. In a few cases, skid trails and
landings have been closed off and waterbarred after harvest.

In most cases outside the project area, however, the team observed what had been
reported earlier by technical assistants to the project: little, if any soil erosion prevention
measures are applied during or after the harvest. As a result, skid trails become ravines,
landings are bared of all ground cover and soil, and streams flowing through the site are
heavi ly sedimented if not dammed at each trail crossing. Dry draws are not recognized

_during trail layout and are often used for landings, increasing washout during rainfall.

Finally, as sale supervision is usually weak, contractors move from one sale unit to the next
without closing the logged area with soil conservation works, claiming that it hasn’t been
completed or that it isn’t raining yet.

Few sale administrators are totally familiar with soil conservation techniques such as
waterbarring, removing of downslope berms along roads and trails, scattering of slash along
contour on steep landings, and active revegetation with legumes, grasses, and mulching
(possibly using mulch made from corn husks). It must be recognizéd that these techniques
are new and that contractors resist executing soil conservation works because of their cost
and because, traditionally, they ravely invested in infrastructure, especially within the forest.
Training at all levels, on-site supervision and. strict enforcement of contract clauses would go
a long way at reducing soil erosion and at protecting the long-term productivity of the forest.

3. Impact on Water, Air, and Wil&life Resources

The gravest single impact of logging operations involves the hydrologic

- resources of the site. Although stream protecuon from tree harvesting is better around La

Uni6n, trees are. still felled across or into ravines, slash and shattered logs are left in them,
lanidings are built on dry draws, and most importantly, small streams are dirt filled whenever
crossed by a road or trail. Culverts (even wooden ones) are rare or not functioning properly
because of lack of maintenance or improper slope and location. Cross drainage of ditches is
rare or inadequate, creating fast and voluminous flows along trails affecting drainage patterns
and producing great amounts of sediment that eventually end up in streams and creeks.

Quality as well as quantity of water is affected. In all cases observed by the team, too
little concern was given to protection of streams, even in areas that represent catchment areas
for municipal waterworks downstream. Again, ignorance or inadequate training at all levels,
especially among contractors, tractor operators, and tree fellers and insufficient supervision

- and enforcement of mitigating measures constitute the primary causes of serious impact upon

the water resource-of the logging area with significant effect downstream.
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Air quality in the project area is affected in four ways: when forest fires occur,
where sawmill waste is burned, when diesel engines aren’t properly tuned, and during the
dry season, when dirt roads (especially through populated areas), become a nuisance.
Although road traffic for other than logging purposes is of greater significance, dust pollution
through villages could be reduced by water spraying. The problem of burning sawmill
wastes can be handled by (i) reducing wastes, (ii) locating the burners away from the
sawmills and populated areas, (iii) improving the burning through aeration, and (iv)
promotmg a fuelwood market in local commumtres for the sawmill wastes.

It is evident that neither disturbance nor lack of habitat explain the mmlmal presence
of wild animals within the forest environments of Honduras, Wildlife resources are
primarily affected by fire and indiscriminate hunting. The new timber sale program does
attempt to exclude from logging fragile habitat, which might be used by wildlife for shelter,
food, water, and in the case of deer for fawning. Forest technicians could be trained about
wildlife habitat requirements, but fire control, public education, and effective enforcement of
hunting regulations (especially with dogs) would considerably enhance wildlife populations.

Local communities could play an important role in reestablishing wildlife populations
within the forest environment they inhabit. On a pilot basis and within areas that could be
most easily protected from fire, a deer management program should be attempted for the
benefit of the local population. Although understandably, a considerable effort would be
devoted to education, promotion, and active enforcement of hunting restrictions, the direct
and indirect benefits for the timber resources of the region (fire prevention) could be
considerable and it might prove to be an important aspect of active community participation
in forest management.

D.  Resource Conservation and Protected Area Management
Forest areas other than those specifically designated as "wildland refuges” also

require a specific policy for the protection of biodiversity and the management of wildlife
resources. As a matter of standard policy, the new timber sale program excludes from

- logging operations areas too steep (over 50 percent slope) to be harvested with conventional

methods (i.e., tractor skidding). In some areas, oxen logging has been introduced with
considerable success. In other areas, only cable logging operations are feasible and an effort
should be made to promote this extraction method within the management unit to avoid
resource damage due to the indiscriminate use of heavy tractors on fragile and steep ground.

1. La Muralla Wildland Refuge

Fund disbursement under the FDP project agreement was conditioned to the
establishment of two protected areas within the La Unién FMU and boundary marking of
these areas.

La Muralla and El Armado Wildland Refuges were established by decree in 1987 and
a few months later, permanent boundary marking was mmated
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La Muralla is an area of 6,093 hectares, which includes virgin forest above an '
altitude of 1,500 meters a.s.l. The area includes primarily lower montane life zones, both
moist and wet forests. Biological diversity in this broadleaf forest is very significant and
most typically represented by the quetzal, the mountain robin, and numerous endemic and
rare bird species. Mammals include the tapir, peccary, mountain lion, ocelot and jaguar as
well as the two species of primates, the howler and white-faced monkeys.

Presently, the La Muralla Wildland Refuge has acquired considerable visibility with

- the.construction of a four-room, two-story building to house administrative and technical staff
-and serve as a visitor center. An access roadfor the community of El Dictamo built across
part of the southwestern corner of the refuge, has been replaced with a new road outside its
boundaries built by FDP. Coffee growers who entered the protected area and cut patches of
forest to establish coffee plantations have been forcibiy removed from within its boundaries.
A series of nature trails have also been laid out and built. Some effort has been devoted in
promoting the protected area policy to the local population, which traditionally resents
outside interference in land use decisions, especially by COHDEFOR. An area administrator
- has been nominated and a total of three technical staff (two ¥DP employees and a Peace
Corp volunteer) are now dedicated full time to the management of the LaMuralla Wildland
Refuge. An operations plan has been prepared and has guided activities so far. Plans are
being drawn to prepare a full inventory of the area to set the stage for a management plan
for the protected area.

Many of the activities foreseen in the operations plan have not been accomplished
although the expectations of the PP in regard to this aspect have been met. It must be said
that COHDEFOR has taken this issue at heart, whether to make La Muralla a showcase of its

.intentions and newly acquired responsibilities regarding protected areas or to improve its
image as an agency primarily (and solely) interested in forest exploitation. Whatever the
motivation, in the remaining time, FDP can play a critical role in (a) establishing institutional
credibility to protected area management and (b) functioning as a training ground for
protected area managers and. foresters. alike, in terms of promoting a broader role of

: envn'onmental conservation in forest management, : :

" It has to noted, however, that little other than boundary demarcation has occurred at

. the El Armado Refuge. Though it is understood that its value in terms of biodiversity is not
the same as La Muralla, its value as a hydrologic reserve is unquestionable. Effective
protection and FDP presence has to be established in the area. As in the case of La Muralla,
a management plan needs to be prepared, focusing more specifically on community
participation in its protection due to its value in supplying water for the population.

2.  Institutional/administrative Aspects

The Decree No.74-91 transfers administrative and legal responsibilities over
all protected areas in Honduras from RENARE (Ministry of Natural Resources) to
COHDEFOR. Decree No.87-87 establishes 37 new "wildland refuges" including the La
.Muralla and El Armado protected areas within the La Unién FMU. At the same time, as
- COHDEFOR has acquu'ed greater responS1b1hty in regard to protection and management of
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wildlands, the Asociacién Hondurefia de Ecologfa (AHE), the brincipal environmental group

to date, has been debilitated by an internal power struggle that has rendered it totally
ineffective. Other environmental NGO’s have been formed and some have even established a
reputation for responsible management of reserves and protected areas (i.e., FUCSA).

In accordance with the responsibility assumed by COHDEFOR under Decree 87/87,
the corporation has established a Department of Protected Areas with two sections:
Protected Areas and Wildlife. Presently, the department is poorly staffed and is still
awaiting funding for preparing an operating plan for a national system of protected areas.

. The desire has been voiced about FDP supporting this effort. This support should be

conditioned to a counterpart effort by COHDEFOR in terms of proper staffing of the
department and a firm budgetary commitment for the future.

3. Environmental Monitoring of Project Activities

In this regard the project has been less than successful and neither established
a baseline nor set up a systematic method to measure environmental impacts of project
related activities. Moreover, although expected, no outside review of performance from this
point of view was performed. Considerable attention was placed on the establishment of
protected areas and, after contributing to integrate environmental concerns in logging
contracts, not enough effort was made to making sure that the appropriate mitigating
measures are actually carried out in the field. Moreover, no demonstration plots of proper
soil conserving practices on logging sites have been established for neither monitoring nor
training purposes.

One environmental officer was appointed full time to oversee project activities from
an environmental point of view. However, the work load was obviously too much for one

person. For a variety of reasons, much less than expected for year 3 has been accomplished.

The most significant achievement to date is the establishment and demarcation of the two
protected areas within the Management Unit and the completion (not with full results) of the
environmental education campaign through a contract with AHE. : .

After three years, FDP and COHDEFOR are still lacking an in-house capacity to
carry out proper environmental analysis or the systematic monitoring of its multiple activities
involving natural resources and the environment.

The Salamd FMU requires an environmental assessment study presently being
contracted. It is hoped that the implementation-of the Salamd Management Plan will include
the establishment of baseline for systematic environmental monitoring.

4. Training/educational aspects

Although some training/educational activities have been carried out, personnel
specifically trained to carry out environmental monitoring activities either field-specific or at
the planning and administrative levels still do not exist within FDP.or COHDEFOR. One
professional within FDP has received all the environmentally-focused training but is not part
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of the project nor COHDEFOR anymore,

Most of the accomplishments in environmental education have been performed under
the AHE contract. The permanence and effectiveness of the educational materials (posters,
manuals, radio programs, videos, etc.) have not been evaluated however. Despite
considerable effort and investment no action plan to effectively distribute and utilize the
material has been prepared. It is hoped that such a plan can still be prepared and concretely
focused on the peasant population of the management units (La Unién and Salam4d), rather
than the public at large

FDP should also consider a specific trammg program for the pro;ect staff of the
proposed environmental unit. This program should entail (i) environmental assessment
methodoiogy, (ii) environmental monitoring systems, (iii) environmental education and
training, and (iv) protected area planning and management,

E. ' Proposed Implementation Plan/Environmental Action Plan

This plan is designed to enable the project to meet its environmental objectives, to
ensure proper implementation of mitigating measures, and to continue promoting
envxronmentally sound forest management practices. The basic philosophy behind this action
plan is that (i) environmental considerations need to be considered at all levels of forest
management, (ii) activities other than timber harvesting activities are legitimate concerns of
the project, especially whenever community participation is called for, (iii) environmental
education must be preached and practiced by addressing basic human needs especlally those
of the rural population living within the forest, (iv) environmental monitoring is basic to
guide decision making as well as enable training of project personnel involved in executing
and supervising forest related activities, and (v) environmental monitoring activities
contribute to the development of an efficient and sustainable forest production system.

1. Environmental ‘-Unit

FDP expenence so far has shown that environmental acnvmes are a JOb for a
team of tectinicians, basicaily trained in forestry but with a broader interest base. It is
therefore critical that FDP institutionalizes a team of initially two (to increase gradually to
three or four) professionals. The goals of this team "environmental unit" are to: (i) direct -
monitoring activities, (ii) contribute to forest management and extension activities, (iii)
coordinate environmental education activities as well the establishment of community-based
interest groups, and (iv) coordinate actions related to the establishment, protectlon and :
management of critical ecosystems within the project area.

. The "environmental unit" should have a coordinator who (i) carries the responsibility
for planning and coordinating the team’s activities, (ii) supervises the field activities of the
unit’s siaif, (iii) informs on the team’s activities as well as gathers and interprets the
concerns of other project personnel relative to the environment, and (iv) develops and
executes a plan to extend monitoring results, conclusions from impact evaluations, and -
environmental analysis. The unit’s coordinator should be preferably a forester with ample
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field experience and a broad perspective. Management and extension capabilities would be |
most beneficial in carrying out his/her duties effectively.

The staff members of the "environmental unit" should include, but not be limited to

e Environmental monitoring and assessment specialist

Protected area planning and management specialist

e Environmental education specialist thh a hands-on, field-oriented, and
community-based approach

° Loggmg/forest engineering specialist with training in 1mpact mitigation techmques
in logging and roading

The top three specialists are critical to the unit’s effectiveness. It is evident that any
one of these activities could be performed by the team’s coordinator, in addition to his/her
coordinating and managerial functions. The team members would also perform “counterpart"
functicns to external technical assistance personnel eventually contracted by FDP for specific
purposes. Moreover, the staff of the environmental unit will actively participate in the
training of project personnel, timber sale teams, loggii.g and skidding contractors, fire
control crews, forest/game wardens, and community-based interest groups or forest related

- small enterprises.

2. Technical assistance/training

To meet staffing and training requirements, an initial input of external
technical assistance is required, at least to get the team off the ground. For this purpose the
following schedule and investment plan (figure 1) is suggested. This schedule also contains
technical assistance directed at other components of the environmental action plan.

FIGURE 1

TECHNICRL ASSISTANCE CCMPOSIT' ., SCHEDULE, AND COST,

, . , . PROJECT YEAR TOTAL COST
Specialization/Qualifications IV v VI VII (in US$)

37,500

* Environm. Monitoring/Assessments
1 1 .50,000

Protected Area Planning/Management
Environm. Engineering/Forest Roads(*) 37,500
Watershed Management (municipal) 25,000

* ¥ %
[y ey Y

Environm Education/Community Partic. 1 25,000

* External Monitoring Envir.Component 1.5 1.5 75,000

2
1
2
1
¥ildlife Management/protection 1 ‘ : 12,500
1
1
9

5 5
o5 8.5 3.5 2.5 262,500

- TOTAL PERSON-MONTH and INVESTMENTS

NOTE: Units of technical assistance intervention are person-months; cost of short-term
technical assistance reflects maximum expenses, not actual cost.
™ The logging engineering specialist is expectes to be a long-term assignment;
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three months specifically dedicated to strenéthen the "environmental unit" in terms
of training and setdng up the trial and demonstration sites,

3. Components of Ervironmental Action Plan

‘With the environmental unit in place, the project can organize its environment
related activities around a plan of action made up of the following components:

‘e forest management
¢ protected area management
¢ environmental educatior./forestry extension

The action plan should pfovide the guidelines for the unit’s operations during the

_remainder of the project’s life and be established in coordination and with the participation of

the other components of the project. In the following paragraphs, the basic elements of this

action plan are presented,

a. Forest Management

' The objective of this component is to integrate environmental
considerations in forest management practices, from the selection of areas to be harvested to
roading and logging activities. This component’s purpose is to support the standing timber
sale system with its provisions to adequately lay out the sale and the roading system and
mitigate environmental impacts. Activities included in this component are: trial and
demonstration plots for erosion control, road works, site reclamation, and control of
sedimentation. These plots and trials should be designed to constitute the basis of an
environmental monitoring system whose purpose is (i) to identify environmental impacts,

' their source, and magnitude and (ii) demonstrate alternative techniques to improve impact

mitigc’ng procedures

Ev1dently, part of the effort of the personnel assigned to this component will also be

devoted towards the training of project personnel as well as loggmg contractors, machine

operators, and the community at large. The community focus is considered vital not only for
extension purposes, but also to induce direct participation in these activities in the form of
locally-based small businesses (i.e., construction and maintenance of roads,
reclamation/closing of logging sites, reforestation, fuelwood production, small diameter
timber processing, etc.). - ‘ .

This component should also contribute in the establishment of practical guidelines
(field manuals) regarding selection of areas to be excluded from logging activities, protected
from roading and logged with environmentally sensitive technology (oxen, cable systems) and
should coordinate activities related to watershed management (municipal water works) and
wildlife management programs (pilot projects with community participation).
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b. Protected Area Managementl

This component is justified by the fact that: (1) two ecologically
significant protected areas have been established within the project area and thus, need to be
properly protected and managed, (2) the protected areas, especially La Muralla Wildland

" Refuge, could effectively become model management units and training ground in support of

the building of COHDEFOR’s institutional capacnty to plan and manage protected areas
across Honduras, and (3) such action by FDP is in line with USAID recent policy statements

-in relation to it protection of blodlversnty in the tropics.

It must be noted that although protected areas could also be managed by qualified
interest groups (environmental NGOs), first such capacity is only incipient in Honduras and
has so far produced mixed results at best, and second, such managerial arrangements and
delegation of authority is most effective if it exists within an institutional framework that sets
the rules and makes sure that overall conservation of biodiversity goals are achieved. This
role COHDEFOR has assumed through Decree 87/87 and needs to follow through in all its
implications including the responsibility to plan and coordinate the protection and
management of a national system of protected areas.

The objective of this component is to oversee the planning and management of the La -

Muralla and El Armado Wildland refuges and assist through technical assistance and other
support the planning process for a national system of protected areas to be carried out by the
Protected Areas Department of COHDEFOR.

The activities involved in this component of the action plan are: (i) coordination of .
preparation of resource inventories and management plans for La Muralla and El Armado
Wildland Refuges, (ii) support and assist(*) the activities related to the planning of a national
system of wildland areas in Honduras through the Department of Protected Areas of
COHDEFOR, (iii) provide technical assistance and financial support for the implementation

- of management plans for La Muralla Wildlife Refuge as a model area for FDP and

COHDEFOR in terms of protected area management, (iv) coordinate training activities for -
project personnel on matters related to biological conservation within the area, in the buffer
zone, and beyond its boundaries, (v) coordinate scientific activities in support of the
protection and proper management (including definition of boundaries) of the protected areas
and (vi) induce participation of the local communities in the protection and proper use of the
resources of the protected areas and theu buffer zone.

This latter activity should be coordmated with FDP personnel involved in agroforestry
extension work (promotores sociales). In this regard, the environmental unit as a whole
should play a critical role in defining the precise functions and roles to be played by the
social promoters, possibly involving them specifically in extension work related directly to
forest extraction activities and adequate utilization of the resources of the buffer zones.

™ Depending on the case and the implications in terms of amending the terms of the agreement
between USAID and COHDEFOR, this support should be both technical and financial.
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There are definitive opportunities to define precise roles for these extensionisté, ‘which would
make them quite different from the extensionists from LUPE or DIRCO, yet effectively -
complement their work within the local communities.

One important role of this component is to coordinate scientific activity within the
protected area; speciﬁcally, the significance of La Muralla as habitat for many rare.and
endangered species should be studied (for example, invite RARE Center to study the habitat
requirements of the resplendent quetzal) and complete resource inventory activities within the
area. Similarly, El Armado ledlee Refuge should be also studled for its unique cave
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c. Environmental Education/Fomstiy Extension

The objective of this component is.to coordinate and supervise the
generation, distribution, and effective application of educationai materials and programs.
This component also assumes the responsibility of organizing and coordinating tr:mmg

- activities of project personnel related to erivironmental protection, educauon, and

agroforestry extension.

_Activities carried ‘'out under this component include: (i) define the objective,
strategies, and specific goals to be achieved by educational materials and programs to be
financed by FDP, (ii) establish baseline of environmental awareness at different levels against
which to evaluate the impact of the educational materials, (iii) carry out studies geared at
identifying community needs and resources for the purpose of tailoring educational and
extension programs, (iv) contribute to the definition of the role to be played by project
personnel in regard to extension activities, especially within the buffer zones, and (v)
contribute to focusing extension activities and educational programs on the interaction of the
local community with its forest surroundings.

Special emphasis should be placed upon hands-on programs, school outings, field

. 'visits to logging sites and protected areas, participation of the community on the development

and implementation of extension programs, especially when involving alternative and
traditional forest related activities (grazing and livestock management practices, firewood

. gathering, collection of seed and production of seedlings for reforestation, fuelwood lots,

forage trees and improved fruit trees, etc.).

The personne] in charge of this component should work closely with the project’s
social promoters and the small business component of FDP to identify common purposes and
strategies so as to focus educational and promotional (incentive based) activities and make
them more effective. .

4. External Supervision of Environmental Component

The "environmental unit" will have required technical assistance to get started

. (see figure 1 above) and also external supervision and monitoring. On a periodic basis, it is
~ recummended that FDP involve the USAIL regional envu'onmental officer as required by the -
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PP, or alternatively contract with an environmental specialist to provide external monitoring

and supervision of the environmental component of the project.

This monitoring activity should be carried out over the remaining life of the project
(years 4 through 7) at regular intervals (three times a year) for a duration of approximately
two weeks each visit.

The objective of this external monitoring and supervision activity is that of making
sure that the objectives related to environmental mitigation, protection, and education are

- - achieved and that the prOJect contributes effectively to sustainable forest management and -

environmental conservation in Honduras. The gmdmg principles of this periodic supervision
are those exposed in the ongmal PP and reflected in this environmental update and
evaluation. The external supervision should specifically evaluate and monitor implementation
of the activities to be carried out during the balance of the project life and which should form
the body of an environmental action plan along the line presented above and elaborated by
FDP personnel (environmental unit) in coordination with project executive and technical staff
and the short- and long-term technical assistants to the project.

The external environmental supervisor will specifically:

* Review the environmental action plan and contribute to its feasibility within the
staffing and technical constraints of the project.

® Review and contribute to the preparation of an environmental monitoring system
for forest related project activities.

. ® Review and contribute toward the preparation of a plan for trials and
demonstrations of environmental impacts of forest harvesting, logging, and roading
activities.

- ® Review and contribute toward the preparatlon of a trammg program involving field
trials and a-feedback mechanism to extend results and improve
harvesting/logging/roading methods.

® Review and contribute toward the definition of goals and objectives of an
environmental education program with emphasis on local community’s needs
(forest based economies and identities) and socio-cultural context.

* Promote and facilitate technical support and funding the preparation of resource
inventories within the protected areas of La Muralla and El Armado.

* Promote and facilitate technical support and funding for the preparation of the
National System of Protected Areas in Honduras.
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Review and contribute toward the preparation of the terms of reference for the
institutional strengthening of COHDEFOR in regard to protected area planning and
management; also facilitgte identification of funding mechanisms.

Review and contribute toward the preparation of a training program specifically
geared at strengthening the capabilities, competence, and effectiveness of the
personnel of the environmental unit within the project and COHDEFOR,

Review and contribute toward the preparation of specific training sessions geared at
FDP and COHDEFOR personnel on matters related to: (i) timber sale preparation
and administration, (ii) harvesting/logging and roading, (iii) watershed
management, (iv) environmental education and community
organization/participation, (v) forest-based small enterprise opportunities, (vi)
wildlife protection and management, and (vii) buffer zone management.

Review environmental impact assessment activities (specifically, identify priority
areas, and develop an impact assessment action plan).

Promote and facilitate scientific activities within the protected areas and the buffer
zones; contribute to ensure funding of applied research in the areas of biology,
environmental engineering, logging technology, small forest based industries,
adapted food production systems and food processing technology, etc. .

Coordinate with international environmental groups, local environmental
organizations, bilateral and multilateral (UN, IDB) development organizations in
regard to funding environmental activities of relevance to the project and
COHDEFOR. :

Contnbute in the identification of training opportunities for the environmental
unit’s staff as well as the Department of Protected Areas of COHDBFOR and
facilitate funding whenever feasible. :

Prepare a progress report after each v1sit detailing progress towards achievement of
project objectives (environmental action plan), problems encountered, and
recommendations for solving difficulties in the implementation of project activities
related to the environment.
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Bio. Jerry Weelock, administrator, La Muralla W.R.

Ing. Jorge Betancourt, natural resources coordinator, Peace Corps
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Mr. Abraham J. Bennaton, executive president, Honduras Plywood, S.A.
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FIELD SAMPLING METHODOLOGY USED IN DETERMINING THE
QUANTITATIVE AND QUALITATIVE DATA OF SAWMILLS

Two existing mills inside La Unién FMU, receiving logs under the new timber sales

program. were chosen to be compared against past performance baseline data and current data.

Past performance baseline data was obtained through existing statistics provided by
COHDEFOR/UAIT technical assistance program.

Field sampling to establish current baseline data of average recovery rate was done on

.a total of 30 sampled logs per sawmill,

Sawn lumber obtained through the milling process was quantitatively .and qualitatively

- measured and recorded. Industries present grading system was utilized to obtain quality

recovery data,

To determine log size and diameter variation being received by the mills, results were
based on the total amount of logs processed on a. given day/shift.

. Log quality was determined using a sampling of 100 logs per mill at the log yard and
assessing the incidence of defects, degrade, damage, bucking characteristics, overall length and
diameter.

Existing baseline data for mills operating outside La Unién. managemeni area was

available only for one mill operating in Lepaguare. This mill and another in the Danli area were

chosen for obtaining data. The same quantitative and qualitative process was also used as

described above.
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SAWMILL
WOODPROCESSIRS
INDUSTRY

BUCKING AND
TELLING PRACTICES

WOODWASTES
- BURNING
FACILITIES

ENERGY GENERATING
FACILITY

COULD PROFIT BY INSTALLATION
OF STEAM GENERATOR AND UTILI-
ZATION OF WOODWASTES

REMARKS

HONDUPLY Facilities

Yes, stationary

Although very aggressive in their overall

in "La Unién® Poor Yes diesel generators Yes wood processing facility recovery of ram
material could be dramatically improved.
Technical assistance is very much needed
Aserradero "San Jose® Yes, stationary Wood industry with the right equipment
in "La Unién® Poor Yes diesel generators Yes facilities but rather poor drying know-
how. Better utilization of wood wastes
should be addressed.
Aserradero *YODECO® Yes, stationary Yes. Proposed to install |Of all the industries sampled this is
in Yoro Acceptable Yes diesel generators a 530 KvW/H Boller Turbine |one that handles wood processing to its
best. Very little aid needed. Presently
cariying out a strong investment policy
in wood residue application and recovery
machinery.
Palillera “TRACOMA™ ] : Hooked up to This industry needs technical help in
in Talanga 7/ 3 - Yes national grid No the overall air drying process of
) system, their export oriented broom handle
manufacturing. Losses due to bluestain
and degraded raw material ranges zround
10-15% of sverage production. Technical
assistence to improve drying cspecity
and quality is very much needed.
HONDUPLY Facilities Hooked up to No. volume of wastes Company that needs to improve on the
in "Gaymaca® Good Yes - |[national grid does not justify it. recovery of wood wastes and higher
system. quality standards in their menafacturing
process.
Aserradero “EL BIJAO® N Yes, stationary Yes This industry needs to improve on their
in Lepaguare Good No diesel generators overall lusber handling process. Present

operation needs technical assistence to
improve drying capacity.




- SANNILL TYPE OF AVERAGE - RECOVERY PRODUCTS SECONDARY PEOPLE EMPLOYED
WOODPROCESSING MILL OR RECOVERY PRODUCTS FROM WOOD RECYCLING OF WOODPROCESSING DRY KILN
INDUSTRY OPERATION M3/BFT MANUFACTURED FLITCHES/CANTS WOODMASTES FACILITIES FACILITIES MEN WOMEN
HONDUPLY _Facilities Bandmi L1 Dimension Lumber Broom Handle Sticks|None, except firewood |[No equipment. to Large 30 MBFT
in "La Union® Circular aill] 223.1 |[Timber Cants Tomato Sticks lots given to workers |date. Planning capacity kiln 80 8
. Plywood log Plywood Sheets Lobster Traps and surfacing under .
Peeler Broom Herdle Sticks equipment proposed [construction
Aserradero "San Jose® |Bandmill Dimension Lumber {Broom Handle Sticks|None, except small Molding Rachine - |[Large 30 NBFT
in *La Union" Heading and 217 Timber Cants Tomato Sticks firewood lots given Pellet Kachine capacity 120 -
. Resom Paneling to workers Planer dehumidifier
Moldings Ripsaws type kiln
Pallets - .
Aserradero “YODECO® Bandmi Ll Dimension Lumber Broom Handle Sticks|Firing of boiler for |Molding machine and|3 large 40 )
in Yoro Heading 232 Timber Cants Tomato Sticks drying operation. 4 side planer very |MBFT capacity 280 4
Resom Paneling Melon Crates Charcoal bricketting |efficient wood- steam heated
Flooring Lobster Treps facility being wastes recovery dry kiln
‘|Moldings installed to utilize |facility using thin
Pallets 50% of saw dust wastes|kerf bandsaws and .
rest to be used on ripsaws :
future steam generator
Palillera "TRACOMA® Nanufacturing Broom handles Tomato Stakes Rone, except firewood [Turning mechinéry |[Large 30 MBFT
-in Talanga of broom - Diameters lots given to workers |for production of |capacity kiln 90 -
handles in 1-1/8"-15/16%- broom handles under
various 7/8" -13/716% resous " |construction
diameters Tomato stekes
HONDUPLY Facilities Plywood Plywood sheets Peeler cases get |All of it gets fired |Expecting to Large
in “Gaymaca" Manufacture 70% S ’ resawn into sawn Jup into the broiler |[purchase small saw |continuous 70 35
. t. lurber for pallet |for steam generation |to reprocess peeler|sheet drier
manufacture cores
Aserradero ®EL BIJAO® {Bandaill Square cants and Broom handle sticks|None, except firewood [Molding machine VNore, is very
in Lepaguare Heading and 231.6 |[resawn lumber Tomato sticks lots given to workers . .linterested to 55 -
band resaw ‘i’n?tall &
rier
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SAWMILL PRODUCTION LEVELS BETWEEN 1986~1990 )
BAND SAWMILLS AND CIRCULAR SAWMILLS THAT OPERATE IN HONDURAS IN 1990
(IN MILLIONS OF BOARD FEET)

Overall Production Sawmills opaerating
BAND CIRCULAR TOTAL| . BAND CIRCULAR
YEAR SAWHILLB' SAWMILLS BFT SAWMILLS SAWMILLS TOTAL
BFT i BFT %
1986 94.4 57.2 70.6 42.8 165 24 . 85. 109
© 1987 120.8 |.63.4 | .69.7 | 36.6 | 190.5 32 . 69 101
1988 127.4 | 71.6 50.5 28.4 177.9 34 56 90
1989 131.4 78.6 35.8 21.4 167.2 35 . 57 92
1990 118 73.9 41.6 26.1 159.6 37 48 85
Source: COHDEFOR, Anuario Estadistico, Departamento Forestal, Saeccion
Industrias 1990. :
SAWMILL PRODUCTION LEVELS IN 1985 AND 1990
PRODUCTION LEVEL NUMBER dr PERCENT OPF W " [AL PRODUCTION PERCENT OF
MILLION OF BOARD SAWMILLS . SAWMILLS MILLION OF BOARD PRODUCTION
FEET ' FEET
1985 1990| 1989 1990 1985 1990 1985 1990
Less than 1 59 36 53% 44% 21.4 22.9 12% 14%
1.0 - 1.9 26 24 23% 28% ‘34.2 34.4 19% 22%
2.0 - 2.9 13 14 12% 16% - 30.2 33.3 17% 21%
3.0 - 5.9 8 7 7% 8% 34.5 27.4 19% 16%
6.0 - 11.9 3| 3 3% | 3% 26.6 30.4 15% | 19% -
12 .and over 2] 1 2% 1% 31.7° |  12.9 18% | 8%
TOTAL 113 | es | 1008 {1008 | 178.6 | 161.3 | 100% |100%

To this date approximately 85 sawmills operate in Hondurag; this number has been

declining since 1976 from a total .of 120 mills.

Source: COHDEFOR
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TIMBER PRODUCTION IN HONDURAS 1986-90
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PRODUCTIVITY COEFFICIENT OF BAWMILLS WITH PROJECT

‘ Project Year Project Year
1) Bhare in - Assumed ~ - Current -
Sawnwood ' 3 3
' . L ) . )
Circular mills % 30 26.1
Band mills % 70 : 73.9
2) ghare in Log Use ‘
Circular mills % 34.77 26
Band mills % 65.23 74
3) Recovery
Coeficients BT/M3
Circular mills % 180 236*
Band mills % . 224 224
* Figures result from the fact that some small sawmll operations simple cut
four sides to the log and s2ll it as a cant to a larger resawing

operation.,

Source: COHDEFOR and RD/AID Projections



AVERAGE RECOVERY BFT/M®/PER LOG DIAMETER CLASS
WOOD PROCESSING INDUSTRIES OUTSIDE "LA UNION" MANAGEMENT AREA

TNDUSTRY DISTRIBUTION OF LOG DIANETER CLASS
6 - 100 | 10.1® --15%] 15.1= - 20a] 20.1% - 25%]AvERAGE | REMARKS
srine| x [erne| x [eriae| x ] % | BRI

ASERRADERO "LAS TROJES DE Industry utilizes a circular mill to square cant and resasws
SAR ANTONIO™ - DANLY the same o,  rd mill into dimension lumber.

Actual Base!ine .
Under new systeam 220.3 |52.1 [218.6 [51.7 }219.6 |51.9 - - 219.5 |This operation could benefit in utilizirg their sawmill
generated wastes ) .

ASERRADERC “EL Bl<JAO™ R " |This operation has high recovery rates since it's main

~ LEPAGUARE band samill brokes down the log into a square cents

and sells it that way.

- Baseline taken .
puring old system 177.0 j41.8 ]204.1 |48.2 |256.5 |60.1 |277.6 |65.6 | 22B.3

- Actual Baseline .
Under new system 175.1 {41.4 1213.7 |50.5 {257.4 {40.8 |280.2 [66.2 231.6

DIFFERENCE - 1.9 |-0.4 9.6 | 2.3 29| 0.7 2.6 | 0.6 3.3

* gaseline taken during old system, source COHDEFOR.
® pctunl Baseline taken in October 1991 under new tisber sates systes.
* A cubic meter of solid wood contains 423 board feet.
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AVERAGE RECOVERY BFT/M3/PER LOG DIAMETER CLASS
WGOD FROCESSING INDUSTRIES INSIDE "LA UNION" MANAGEMENT AREA

INDUSTRY DISTRIBUTION OF LOG DIAMETER CLASS

6= - 10 10.1% - 15"} 15.1» - 20%| 20.1» - 25~

AVERAGE

BFI/’] X =[BFT/W’{ X [sFT/’| X |BFT/W| X

BFT/|

ASERRADERO "SAM JOSE™
" Baseline*|155.2 |36.6 [166.7 [39.3 |153.2 [36.1 |178.7 |42.

2
Actual*]224.3 153.0 {213.5 {50.5 {215.4 {51.0 {217.5 |51.
Difference | 69.1 |16.4 | 46.8 {11.2 | 62.2 [58.4 | 38.8

O =
.
NW-

163.4
.7
54.3

This industry has made strong technical improvements in
modifying their sawmill equipment. This refelects in the

present recovery ratio of sawn material. However, this
mhstry could improve some more ty hetter resawing and
improving in their quality eontrol practices, Technical
add is needed.

Y
Saun Lumber & Plywood |-

Baseline*| /A wA | | wa N/A
Actuat*]|226.2 |53.5 [204.3 |48.3 [214.3 [51.6 |247.5 [s8.5

223.1

This industry shows a higher recovery rate due to the
menufacture of targe dimensional material.

. |Technica! aid is needed. Throughout their menufacturing

process.

* Baseline taken during old system, source COHGEFOR.
* Actinl Baseline takzn in Octcber 1991 under new timber sales system.
* A cubic meter of solid wood contains 423 board feet. Source FAO.



ANALYSIS OF LOG SIZE AND QUALITY OBTAINED BY WOOD-PROCESSING INDUSTRIES
. IN LR UNION MANAGEMENT AREA -
DISTRIBUTION ACCORDING TO LOG DIAMETER

INDUSTRY RAME ¢ DISTRIBUTION
PRODUCTS MANUFACTURER LOG DIAMETER CLASS QUALITY REMARKS

Aserradero ¢ ¢ ¢ ¢ Estimated percentage|Logs with hollow core,
"San Jose™ - Cerro [6%-10{10.1"-15" [15.1%-20"|20.1=-25"|of defective volume |from old age stands,
Verde* 1 from harvested logs |burned sides, cracked
from poor felling

20% 64X &% 5% { 5-7X% practices, irreguler

) bucking practices in the
forest resulting in over
sized lengths, exceeding
the established accepted
industry standards.

Bonduply La Union * Industry complains that

Samill and Plywood ) ’ raw material harvested in
Facilities J7.6x] 39.6% o 7.8% SX 6-8% some areas results in

hollow core logs and fire
dammged individuals.

This is due that logs
.|come Irom old over mature
stands. Tha2 positive
aspacts is the removal of
defective material
allowing for healthy
secona growth.

® Range diameter distribution varies depending on quality of harvested sites, data shoun represents a one day sampling of production, going into mill
process. : :

ANALYSIS OF 1€ SIZE AND PRODUCT GUALITY OBTAINED BY WOOD PROCESSING INDUSTRIES
: IN LR UNION MANAGEMENT ARCA

Aserraderc

"San Jose®

Diameter Class Grade Lumber Common # 1/7#2 | Common # 3 TOTAL

C(inches) BFT X _BFT X BFT x BFT

6 -10 . 32.7 0.81 417 | 10.7 84.3 | 2.14 '534.0 13.6

10.1-15 104.0 2.64 1488 37.8 |212.0 | 5.4 1804.0 45.8
15.1-20 ' 7.7 2.0 041 23.7 36.90]| 9.4 - 1389.7 35.1
20.1-5 13.7 3.14 70.1] 1.8 931 0.2 203.7 S.14
Total 340.1 8.59 2916.1% 674.6 j17.1 3931 100




HONDUPLY ,
Diameter Class Grade Lumber Common #1/£2 Common #3 . TOTAL

Inches) BFT X .} BFT X BFT X BFT X
6 -10 375.2 0.2 758.0] 9.5 95.3 | 2.0 1228.5 1.7 .
10.1-15 571.8 2.3 .| 1850.3] 35.5 |189 8.3 2611.1 £6.1 '
15.1-20 727.4 3.4 | 1430.7} 25.0 |[314.3 | 6.4 2472.4 3%.8
20.1-25 914.6 4.6 646 2.3 16.4 | 0.5 1577.0 7.4

Total 2589 10.5 4685 7.3 |[615 17.2 7889.0 |. 100
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A.

Conclusions

Private industry has exerted a strong demand on available forestry professionals in the
whole country since the new timber sales program went into effect., The private
sector lias offered a better salary, resulting in a desertion of qualified and well-trained
technicians from the COHDEFOR technical unit,

The private sector has voiced complaints about the lack of qualified technicians
coming from ESNACIFOR. Concern has been expressed that the technical curriculum
provided by ESNACIFOR in the areas of wood processing, quality control, wood
drying, and equipment maintenance has been very weak and therefore needs to be
reinforced with up-to-date technical expertise.

Private sawmill operators reported in some instances that COHDEFOR’s new timber
sales program is being hampered by the lack of transportation available to get
COHDEFOR technicians out into the ﬁeld and carry out the sale.

The medlum- and small-scale mdustry sector has been receiving very litiie technical
support from COHDEFOR's technical unit.  This has resulted in the private sector not
being able to find a reliable resource that can help them in making the right choice of

equipment, Which in turn resulted in the purchase of outmoded and sometimes .

inefficient wood working machinery. Changing this will be role that AMADHO will
be able to fulfill under the new technical assistance program.

Technical training courses carried out by the technical advisory team and short-term
experts have not been enough to cover the basic needs of the Honduran forest
industry. Action must to be taken now to cover many areas that are in desperate
need,

This need is reflected in continuous and unnecessary losses resulting from quality
control misunderstandings, deficient machinery maintenance programs, poor milling
practlces, and mefﬁcxent wood drying process '

AMADHO’s new work plan entails much activity since their last restructuring
process. It is therefore very important to support this association so it can take full
advantage of the increased responsabilities it has been assigned. As stated in the
present paper agreement, AMADHO was supposed to be complemented by the
provision of a forestry advisor for a full period of one year. This has not been done.

Very little technical information material regarding specific technical subject matters
of the forest industry is presently available to the private industry sector in Honduras.
Technical documents that explain very basic concepts and how-to procedures manual
are presently not available.

The goals outlined in the project paper to carry out a training series of short-courses .

through the training program was accomplished: 280 persons were involved in 25
different types of courses covering mostly industry related fields.
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o ESNACIFOR was to be the training resource for over half of the in-country technical

courses but did not accomplish set target. Since the objectives of this training
program have yet to meet with the proposed wood industry objectives outlined in the
project paper, it is this team opinion to readdress very systematically the future needs
of the Hondyran forest products industry with the implementation of a new training
program that will be executed through the new, yet to be hired technical assistance
team,

It has been an accepted criteria that quality of log material is ‘excellent dnd although :

. the mdustry sector does not like to deal with small diameter logs, ‘the adjusting -
- process is well under way and accepted.

Sawmill efficiency could be improved from the present standards by implementing a
well established work plan and technical assistance program.

Baseline Data and Current Data
e Baseline data provided by the COHDEFOR technical assistance unit showed only one

industry inside La Unién management area with enough data to make a detailed
quantitative comparison.

The other industry established inside the area "ﬁonduply" did not show previous
baseline data available to make any correlations; this industry is only a year old.

However, a baseline data was nevertheless established for "Honduply" with the
intention to document the existing performance. This mill obtained an average of

‘recovered material of 223.1 BFT/m®. This industry utilizes most of the harvested

volume for sawing operations and only a small percentage of logs are presently used
for plywood manufacture. Aserradero "San Jose" has shown a positive improvement
over last year’s data in the average recovery obtained. The recovery factor obtained
for this mill operatlon was 217.7 BFT/m® over the existing baseline date of 163.4
BFT/m®. This is attributable to two main factors: 1) the sawmill owner has gone -
through the process of installing a very “efficient sawmill productxon line that allows .
a better utilization of log and 2) the more accurate band mill system with thin kerf
bandsaws allows a very precise final product with less waste.

Mills sampled outside La Uni6n area were all receiving logs under the new timber
sales program. The mill that had previous established baseline was "El Bijao"
sawmill in Lepaguare. A very small volume improvement over the existing baseline
was measured in their overall production process. :

Another second mill was chosen to establish a baseline in the vicinity of Danli. This

operation utilizes a circular sawmill system to square four faces of the log obtammg
a cant and then sent trough a resawing process with a bandmill.
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C. Amount of Waste in Sawmilling Planning mid Drying Operations

Out of the sampled industries, the main source of waste consisted of sawdust, bark
material, sawmill cutoffs, and flitches, These made up for 80 percent of the wood wastes that
where elther dlsposed by burning (85 percent of the total mills inspected) or utilized for firewood
utilization in two main areas: energy generating facilities in the form of steam-hot-water for
diverse production processes like: steam-bath cooking of plywood logs and steam production
for the kiln drying process of sawn wood (15 percent) Another less important source was the
burning of wood wastes for the generation of hot air in the wood drymg of sawn wood (5
percent). : A ,

The remaining FIVE percent was utilized by the mill workers that made it a practice to

carry small bundles of firewood back to their home on an everyday basis or with the help of
. children pushing wheelbarrels and pushcarts. Small amounts of flitches (10-15 percent) of the
total are sold by some mills to lime-producing kilns and for firing of clay roof tiles and bricks.

Planning and surfacing waste accounted for 35 percent of the overall wood waste volume
in operations that had the installation to do so. Very little is being done or generated with this
type of material at the present time since most mills are too far away to utilize this type of wood
wastes for chicken bedding material, a preferred material by the egg and poultry producers.

Facilities like the ones that are establishéd closer to main p'obulation centers sell their
wood chips to those outfits as well as to horse stalls owners.

Wood wastes from drying operations are on the average small but not non-existent since
most of the wood is remanufactured.

" D. Part of Training Component (Publications and Information Sources)

The evaluation team found that over the course of the project time an interesting amount
- of technical manuals had been created or translated into Spanish at the COHDEFOR/UAIT-PDF
technical unit. The intent of those publications or manuals was to have the material available
- for the corresponding training courses, that were carried out during the period of 1989-1991.

Unfortunately, the UAIT/PDF has not published more publications to make them
available to interested forest industry participants and has neglected to distribute this valuable
information. The evaluation team suggests that a portion of the remainder of the training budget
should be allocated exclusively for the costs of printing a new edition of each one of these
technical manuals.(*) A total of seven technical manuals and bulletins are presently in existence
ranging from subjects like wood drying manuals, translated from the English version, to manuals
on complete saw-sharpening, bucking and felling techniques, and lumber classification rules.

. A suggested amount of 300 copies should be made available of each specific manual.
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Talks with the UAIT head of staff in the technical assistance unit of COHDEFOR, Ing. Luis
Valle, have confirmed that this type of printed material and general information would be made
available as soon as possible. These are necessary tools, considering the programmed training
courses scheduled for November and December, like the upcoming scheduled saw maintenance
and sharpening courses (two courses) and the arrival of a short-term consultant to give a training
course for local loggers and COHDEFOR technicians on developing better logging methods and
skills, ,

. 'The training éoordinator, who has carried out a remarkable job and overall work plan,
should remain in the present position until the end of the project life and. should assume the
added responsibility of publishing the technical manuals menticned above. :

E. Recommendations Related to the Environment

e Private industries and COHDEFOR should develop a safety program thrdugh the
whole industry, to ensure that workers exposed to hazardous conditions utilize safety
equipment like safety glasses, ear plugs and helmets.

e Regulate the spilling and leaking of toxic wood stain inhibitors (active ingredient
pentachlorophenol) into the ground and water ways, by advising industry operators to .
promote the redesigning of dip tanks containing toxic chemicals. Diptanks need to be
made out metal or in the case of wood tanks lined with waterproof skin to avoid
leakeage into the ground. Drainage area of already dipped material should consist of
a dipp recovery area that recovers the excess of toxic materials. Gloves, rubberboots,
and safety glasses should be made mandatory and monitored by COHDEFOR
technical personnel. ,

o Smoke pollution resulting from burning wood waste: is a growing problem in the
Honduran wood processing industry. This is due to the traditional wood wastes
burning practices. COHDEFOR/AMADHO should encourage the wood industry to
bury the wood waste, if no other alternative exits, recycle them or prohibit the
incineration of wood wastes altogether.

e Forest industries waste disposal has to be properly addressed with a well-defined
program by COHDEFOR and AMADHO’s representatives to regulate the pollution
problem generated by the burning of wood wastes and/or the dumping of sawdust and
wood shavings into river beds and resulting pollution of water ways. :

H-14
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TECHNICAL ASSISTANCE TEAM REQUIREMENTS

A.

Technical Assistance Team

r ||I

1. Team Leader/Forest Management Specialist
. Summary of Qualiﬂcations:

° B.S. degree in forestry.

o Twenty years of experience in forest managementv activities.

° Five to ten years as a woodlands manager for a private, commercial
operation. Demonstrated ability in managing and leadmg subordinates
-successfully.

° Sound knowledge of forest inventory, timber appraisals, harvesting
operations, forest management planning, and tlmber stand improvement

practices.
o Ability to work with and interact with government organizations.
o A results-oriented manager who is culturally sensitive and political

aware; preferably with international experience.
o Bilingual English/Spanish.
° Willing to work in a developing country environment.

° Willing to train subordinates.

e  Primary contact between TA team, AID and COHDEFOR.

° Responsible for the success of the TA team, hence with the authority to
replace those not performing to agreed standards.

° As team leader, will be the focal point for the team in helping to meet
their needs both on and off the job.

° Work as a count_érpart to the COHDEFOR project manager to give
support, advice, and consent in the execution of the project. .

\
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2.

Logging Engineer

Summary of Qualifications:

B.S. degree in forest engineering or in civil engineering with an
additional degree in forestry.

o Fifteen years of experience with either private and/or government
sources. '

o Five years of experience as a logging superintendent.

o Sound knowledge/understanding of road location, road construction

' supervision, road network planning, timber harvest layout for both
skidder and cable operations, cost analysis, and logging supervision.

o International experience or strong desire to work in Latin America.

o Working knowledge of Spanish or ability to learn.

Duties

° As a TA team member assist in development of the timber appraisal
methodology especially responsible for cost analysis.

o Design and implement a model logging operation to include both
skidder and cable systems.

4 Assist in the logging supervision training sessions and in monitoring -
this activity nationwide.

o ~ ‘Supervise road location. trammg sessions and moﬁitor results,

g Work with FMU manager in developmg road network planning——assist
nationwide.

° Work with preferably two COHDEF OR counterparts during entue term
of assignment so as to effect a technology transfer.

Forest Industries Advisor

Summary of qualifications:

B.S. degree in mechanical engineering with background in equipment

_maintenance or a wood products manufacturing specialist.

12
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® Fifteen or more years of experience with the forest product industry,
®  Demonstrated hands-on ability.
L Sound knowledge/understanding of thin kerf technology and appropriate

equipment and of complete lumber manufacturing from log input to
shipment of finished lumber.

e Ability to deal with all levels of labor and management.

e  Knowledge and ability to conduct economic feasibility studies for small
sawmill owners,

o Willingness to work in Latin America.
° Working knowledge of Spanish or ability and willingriess to learn.
Duties:

L4 Working out of AMADHO offices, will interact and cooperate with the
COHDEFOR techmcal assistance unit in providing assistance to
industry.

®  Help design and implement training sessions in various sawmill
improvement related activities.

o Conduct economic feasibility studies.and assist sawmill owners in
making loan applications to improve possibilities of tapping local credit
market,

L With AID and COHDEFOR, set up short courses and locate shoit-term )
experts for same. ,

e Initiate a mill by mill analysis throughout Honduras, make

recommendations for improvements and monitor progress.

o Work with AMADHO technical advisor on marketing and promotion
workshops to encourage industry to explore more added-value, -
diversified product lines.

Timber Sale Administrator

Summary of Qualifications:

° B.S. degree in forestry.
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Ten years of experience in timber sale programs either private or
governmental,

Sound knowledge/understanding of timber sale appraisals, preparation,

and supervision.

~ Ability to develop training sessions and teach others,

Ability to work in the field 90 percent of the time. -
Ability to communicate in Sbanish is very itﬁportant.
Willingness to work in Latin America.

Culturally sensitive—most trainees will be technicians.

Dutles:

Work with a COHDEFOR counterpart to achieve technology transfer.

Design and supervise training sessions.
Travel country wide and develop sale areas for regional training.
Initiate a methodical monitoring regimen for various sales country

wide. Plan to visit every timber sale at least once during the year and
critique the sale administrator along with his immediate superior. Send

~ these reports to the chief of forestry activities in COHDEFOR for

action—good or bad.

Assist with the loggmg engmeer in developmg the tlmber sale appraisal
system.

* Implement the system first with the FMUs then country wide.

Financial/Administrative Advisor | | '

Sumniary of Qualifications:

CPA

Six to ten years of accounting/auditing experience with a major public

accounting firm.

Flve to ten years of business management experience with an
industrial/natural resources U.S. corporation operating in Central Amenca/Canbbea

14 | I
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o Demonstrated ability at management level in both sectors of work
experience.

. Sound knowledge/understanding of accounting systems, data
processing, management information systems, and financial/business

reporting.

o Ability to work/deal with all levels within the organization as well as
with intemational agencxes, banks, audit firms, etc. '

o Bilmgual Enghsh/Spamsh.

o Willing to work in a developing country environment,

o Willing to train subordinates.

Duties

The financial/administrative advisor will be required to work closely with top
management of COHDEFOR and assist the organization in the task of restructuring and
upgrading its management, personnel, systems, and procedures.

Specifically the financial/administrative advisor will:

o Design an overall structure for CCHDEFOR and a detailed structure for the
: finance/administration department

o Prepare a manual of positions, job descriptions, and responsibilities for his
department and ensure that such manuals are also prepa:ed for the other

departments ,
o Update the Policy & Procedures Manual of COHDEFOR.

e Evaluate departmental personnel with the objective of estabhshmg appropriate
levels of reporting/responsibility.

o Review the basic accounting/recording system and implement changes to make
it functional and easier to adapt to 2 computerized mode of operations.

o Upgrade the financial reporting system in accordance with generally accepted
accounting principles (GAAP).

o Lead and coordinate the preparation of the annual operating plan/budget and
bring it into line with the accounting/financial reporting system so as to enable
timely tracking of budget versus actnal performance.
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o Assist in preparing and monitoring onﬁoing cash and financial projections for
use in planning the corporation’s activaties.

e Sitin  :h-and advise top management on all matters affecting the
corporation’s financial operations/condition as well as future operating plans.

* . Work within finance/administration department and with Internal Audit to
atrengthen accounting/administrative control procedures.

o ' Train departmental personnel.

) Deal with the independent auditors and when called upon, with banks,
jnternational agencies, etc.

B.  Recommendations on Future Long- and Short-term As-istarice
1. Technical Assistance

Strong consideration should be given by USAID/Honduras, to help set up a
program whereby COHDEFOR/(UAIT)’s technical unit ESNACIFOR instructors, and
private industry long- and short-term technical consultants start carrying out a long-term
training plan to promote hands-on workshops. Through personal conversations with the
I.--ate wood business sector, a strong interest and unconditional support was voiced for this
type of program that would benefit all the parties involved.

The fields related to the wood processing industry should consider the following ones:

a. Increase quality control standards in the shaxpemng of band saw blades and
circular saws.

b. Promote the beneﬁts of correct air drying and kiln-drying procedures

c.  Preferred and most efficient sawmill practxces to increase volume recovery and
promote higher standards in ‘ontrolling quality.

d. Upgrading of equipment maintenance standards.

e. Cost returns and pay-u.. k avalysis of improved logging and =n.iiwork practices
and improvements in overall operation. Explain the pay-back benefits of fine
tuning the industry.

f. - Through marketing/promotion workshops, enc~urage the wood working
business sector 5 100k into new.and more ad¢«d-value, diversified wood
products lines. This type of new awareness should be tied into the
development of new model production psi:cesses that would involve the
purchasing of more efficient and economical unit/cost wood working machirry.

16
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2, Description of Long- and Short-term Technical Assistance Advisors

Sharpening and maintenance expert of circular and band-mill saws
will be local hire and staffed with a well-known and recognized
national expert sawdoctor, having a wide knowledge on this specific

"‘subject and practical experience with local industry., To be hired on a

contract basis full time or part time, for a total of six months/year
throughout project life.

Wood Drying Expert with specialty in commercial air drying and
medium/high temperature commercial kiin-drying experience.
Knowledge in set-up/building modvi of a solar dry-kiln, desirable for
Jdemonstration purposes. This type of training with hands-on
workshops involving local technicians should be of great value. Time
frame of this long-term U.S. hire should be done over a two year
period. This expert would be returning during the duration of project:
for a 3-6 months/year period.

Revising drying procedure manuals recently translated into Spanish

from English version and updating the information on local demands
should the part of the task. Workshops/seminars should be carried out
systematically over the whole country where forest products industries
are interested to participate.

Marketing specialist in wood products, hired for intermittent intervals,
short-term, maximum time 3 month/year over total duration of project
life. To be responsible to work with COHDEFOR-UAIT technical '
staff and AMADHO technical team and private industry. To find and
establish new-channels and potential customers for diversified value-
added Honduran pine wood products

This type of research and 1dent1fvat10n of product 'source should take
into consideration the existinig different wood manufacturers and

© sawmill producers from the largest to the sinallest. Svpecial emphasis

should also be given to secondary wood products from recovery
material and help define new possibilities for a more diversified and

_ creative wood products in general. This type of work should be closely

interlined with the wood drying specialist and the wood products
manufacturing specialist.

Forest industries advisor with a specialty in mechanical engineering
and equipment maintenance or wood products manufacturing
specialist with a strong emphasis in thin kerf technology and
appropriate equipment to advise existing wood manufacturing
industries. Should encourage the improvement and the development of
small- and medium-sized sawmill enterpnses

7
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Planer and molding manufacturing experience necessary. Emphasis in

wood wastes recovery training workshops as a way to show and explain -
the benefits of bandsaw mills utilization and establishing workshops

showing thin kerf methods. Develop a series of technical manuals or

instruction booklets for operators. ‘ -

Parameters for Short-term Consulting
Phase I Accountlnz.

o Analyze the present system for capturing, processing, recordmg, and reportmg
financial transactions, Quantify volume and frequency of transactions/reports.

o Identify purpose and benefits (if any) of the present system. Determine

whether purpose is being achieved.
o If purpose is not being achieved or is unclear, outline objectives that should be
achieved and recommend possible ways to achieve desired objectives.
e If feasible, recommend configuration for more appropnate computer
apphcatton(s)
Phase I1 MIS:

e °  Identify perceived information "needs" of all departments.

.. Rationalize information needs.

o Discuss and obtain management agreement to rationalized information needs.

e . Prepare MIS manual.
~ Phase Il Data‘l?rocossing':

o Analyze system base (if any) for information used throughout the organization
including personnel, payroll forestry, planning, and any special areas of the
regional offices

. Recommend best configuration for a computer system that will cover financial,

technical, and administrative needs.

Outline hardware and logistics requirements for a possibie new data processing
system,

. *
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PUBLIC ADMINISTRATION SPECIALIST REPORT

A. Project Terms of Reference

At the outset it may be said, albeit with respect, that the widely dispersed scope of work,
alluding to so many disparate acuvxties within COHDEFOR in terms that.were not always easy

to follow (if at all) made the determination of baseline data problematic, risky,.and even
superfluous especially if it is remembered that some of the items listed as project improvements
were already implemented by COHDEFOR by the time the prOJect was initiated on or about
January 1, 1988.

Other factors making the determination of baseline data problematic were:

° the language of the project goals that referred to "managerial efficiency” (giving
one to take in all aspects of management) and then apparently limiting the scope
of that managerial efficiency specifically to finance/administration (whose
improved efficiency alone could not of itself have achieved project objectives)

out in the project paper) to all levels of management in COHDEFOR, emphasis
on significance and urgency of goals, creation of a mechanism within
COHDEFOR to meet project goals, and appointment of an individual within
COHDEFOR to monitor and follow up on the process of managerial
improvement, :

. the use of terms such as "real revenue projections,” "beyond the reach of
available funds," "systems affecting disbursements,” "agile procedures,” and
"eqriiiable system." The problem herc was both amblgmty and having to work
with judgmental considerations.

° absence of a final report from the one financial advisor assigned to the project
during its life to date. Such a report outlining areas addressed, proposed
solutions, problems encountered and his evaluation of the status at the time he left
post would have been a useful tool for the evaluation team.

B. Project Goals and Guidelines as Identified in the Following Documents
1. Project Paper
To overcome the management constraints that impede the corporation from

functioning more efficiently, COHDEFOR’s Department of Management (read Administration)
and Finance wil! be tasked with carrying out these activities:

the paucity of documentation evidehcing: communicatioh of project goals (as laid '.
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b.

C.

d.

Revamp and upgrade its financial management procedures to achieve self-

sufficiency,
Analyze historical data on income generated through timber sales to
establish a trend line for past revenues, ,
Develop new systems for setting and collecting fees for timber sales and

commissions for lumbe; sales
Make projections on income to be earned in the future (on a yearly basis)

Calculate budgets that coincide with real revenue projections

e
Prioritize expenditures; postpone/eliminate items that go beyond the reach

£ . s
of available funds. ,
Develop systems for affecting disbursements to discrete staff and line
officers and tracking expenditures.

g.
Finalize the reorganization process initiated in 1986

h. inali
Provide management specialists to review the new structure and prepare
functional responsibilities and reporting relationships for the corporation’s

units,
Formulate the processes that will govern the mterchange of both
COHDEFOR and the private sector(?)
k. Develop simple, clear, and agile procedures for requesting and obtaining
lumber export pemuts
Des1gn an equitable, efficient system for’ awardmg loggmg concessxons

Update manual governing logistical support activities (procurement of
commodities and technical services, control of vehicles and supplies)

L
m,
n. Develop a management information system.
0. Establish a library to complement operational efficiencies that wxll be
achieved tnrough application of revised procedures. (?)

lniplement a new timber sales system
Imi 'ement new lumber export regulations

q. - k
. Set ub-a market analysis department
' J-2
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2, Loan Agreement

Art. B.(a) The project will.... improve COHDEFOR's internal management
system, '

Art, B (a) (ili) The project will upgrade its (COHDEFOR’s) financial management
procedures and improve its internal operating procedures.

3. Project Loglcal Framework ‘

"COHDEFOR (will be) coverlng its operauonal costs and functioning efﬁmently
according to modern, appropriate operating procedures.”

4, Statement of Work

"Under the institutional reorieniation, the most important innovation is the change

- in the practice of selling timber. The other areas of involvement under thxs component control

(?) lumber exports and managerial efficiency."”
s. COHDEFOR’S Statement of Objectives

From the corporation’s statement "Policies Strategies Measures and Actions, etc.,

- 1986-1990," a published framework of objectives to be accomplished in that period.

a. COHDEFOR will sell by December 1987 the subsidiaries in which it
owns shares, namely CASISA, LOCOMAPA, CORFINO, SEMSA, and
Honduras Plywood.

b. COHDEFOR will set and ¢ s’lect commissions from export sales of lumber
at differential rates (14 percent and 18 percent).

c.  Collect at least L 1.5 million against its pasi-due accounts receivable as

of June 30, 1986 and reduce its past-due receivables balance to a

minimv~n of 20 percent of its total receivables. (Exact meaning of terms
_is not clear) :

d. Computerize its accounting, inventory, and forestry activities.
C.  Project Assumptions
| The project’s basic assumption concerning the need for better management is valid.
However there are some considerations of substance that give both depth and perspective to that
assumption and these are dealt with below.

The exact reasons for-the emphasis on financial manageme. improvement cannot now

A‘ be determined with certainty but it would not be unreasonable to assume that they had somie

y3
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association with COHDEFOR'’s industrial and commercial activities and the costly results of

those activities.

In searching for the cause of that situation, now well into history, "managerial efficiency"”
(however defined) would have been a good guess. From that point on it was a small step to
identify financial/administrative management as the principal cause and therefore the prime target
for reform and reorganization, the underlying postulate being: "Had there been adequate

financial control procedures, COHDEFOR .could not have incurred those losses.” But there is,

a flaw in this postulate for it is not procedures alone that run busmesses

It is agreed without question that extremely signiﬁcant matters conceming Cd}IDEFOR

were to be found in the financial management area. However, financial management is a
support function that does not act without executive management approval. It therefore could

.not be responsible on its own for the consequences of investment or operational decisions.

COHDEEFOR lives by government fiat. It depends for the level of its income totally on

* government regulation, To be self- sufficient (as mentioned in the project documents) it need

only develop the ability to live within its means. However, becoming self-sufficient would not,
in and of itself, enable CCHDEFOR to achieve its mandated objectives. ,

To conclude, project emphasis could well have specified the whole of COHDEFOR’s

management including the government, the board of management, the general manager, and all ',

line and support management

Other uetalled assumptions that turned out to be not totally valid for COHDEFOR were
that there was lack of: , ,

Procedural know-how

Ability to prepare cash projections

Control over disbursements

Functional responsibilities and reporting relatxonshlps
Management information ,
Personnel administration procedures

me a0 o

D.  Departmental Overview
1. COHDEFOR
Organization:
Semi-autonomous body under Ministry of Natural Resources. Set up on January 10, 1974

(Decree # 103) as a corporaticn. Administered by Board of Management through a general
manager and assistant manager. Is executing agency for the forestry policy of the State.

J-4
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Headcount:

1,344 as of October 15, 1991 broken down as per the payroll department records as follows:
Forestry Department 45, Forestry Regions 753, Finance and Administration (including
Personnel) 142, ESNACIFOR 140, Projects (of which COHDEFOR/AID 56) 159, Internal Audit
19, Planning 17, *Commercial 19, Renewable Resources (RENARE) 14, General Manager’s
Department 26, Temporary Employees 10.

Objectives:
Derive maximum bencfit (usufruct) from the éouhtry’s forest resources. Enéure the protection,

improvement, conservation, and increase of these resources. Generate funds to finance state
prugrams for social and economic development.

Problems:

e Heavily affected by government-regulated management and administrative procedures as
well as political considerations.

. Public image is unfavorable because of its costly ventures in ownership and management

of industrial concerns.
o Lacks an effective management structure.

* Department phased-out. Computer records continue to show employees in the departments
to which they were originally assigned at the beginning of the year.

Evaluation:

COHDEFOR needs to re-think its role for the future. In doing so it must get to grips with what
exactly it has to do (assuming no government constraints) as well as the type of management
cadre it will need to achieve this and the level of personnel it is going to require in the process.

Guidelines:

o Externally, work actively in light of the present climate of liberalization, privatization,
and public enterprise reform, for change in the government’s attitude toward the
economics, management, and performance of public enterprises as weli as changes in the
way it regards the hiring, compensation, progress, and evaluation of public sector
enplayees.

. Internally, work for improving the quality of line management with special emphasis in
the area of ﬁnance/administration

. Cons1de. working with only four departments namely, forestry (mcludmg the reglonal )

ofﬁces) planning, finance/administration, a:d ESNACIFOR

J-5
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» Increase frequency of Board of Management meetings to raise the levels of awarenest
and interest in the affairs of the corporation.

2. Planning
Organization:

The Planning Department’s principal functions are: coordination of irstitutional/national policy
in the forestry/agricultural sectors, liaison with foreign technical assistance, national forest

-industry statistics, evaluation of COHDEFOR'’s projects and preparation of COHDEFOR’s

annual operating plan and budget. Reports directly to the general manager.

Headcount:

17 technical and support staff as of October 15, 1991.

- Objectlves:

Act as nerve-center of the orgamzatlon, plan and oversee its operations: forestry and revenue
generation.

Project Impact:
With the exception of some impact in the area of training, virtually none.
Problems: '

Lack of trained technicians.
Limited resources to support counter-part requirements.

(9

®

L Actual regional forest operations do not follow planned/budgeted operations.
. .

Finds it difficult to get good statistics from the private sector.

Evaluation

The department’s information needs are greater than its ability to gather and process them on

a timely basis. Fortunately it is currently working on a solution to the problem. To meet its

objectives it should convert itself into a top.level re » ~-itory of information concerning all aspects -

of the forest industry based on its own efforts/actions so as to anticipate change rather than walt
for things to happen.

Guﬁflelines:

° Start focusihg on objectives. Draw up plans for best/worst case scenarios.
o Evaluate staffing needs.

J-6
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3. Forestry
Organization:
Responsiblé for several independent activities including: inventory of timber stands and sales of
standing timber, forestry management guidelines, young forest management, fire protection,
export sales inspection, watershed management, resination, training and extension services.
Headcount:
45 technical and support staff as of October 15, 1991.

Objectlves:

'Mainly overseeing the forest, Setting and mou.itoring the implementation of norms for better
forest management.

Problems:

o Transportation can be undertaken only with the express approval of the
finance/administration department.

° Information reception from the regional offices suffers substantial delays.

1 Lack of trained technical personnel caused by non-replacement of trained petrple who
have left COHDEFOR to join the private sector. .

e Has unfulfilled need for in-house computer capability for reportmg monthly activities and

inventories.

: Evalua\.ion

The activities of this department have been evaluated by other members of the evaluation team.

- Their general and specific comments are to be found in their respective reports.

wuidelines:

e Dealt with as mentioned above. However the department should share all information

rsgarding inventories or valuations with the finance administration department on a
timely basis.

-7
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4, Finance/accounting

Organization:

One of two subdepartments maldnﬁ up the Finance/Administration Department. Includes
accounting, treasury, standing timber, and export revenue (control and collection) and physical
assets control functions,

Headcount

32 as of October 15, 1991, All employed in accounting-related duties,

Objectives:

Ensure accounting validity of all reported financial data including périodic financial statements.

Project Impact:

Considerable. Many of the prbject’s specifically stated requirements were met by this
subdepartment.

Problems:

Supervisory staff lacks industry exposure.

Cannot accelerate financial reporting because hampered by the pace of central data
proces' ing.

Own pace is slow because nearly all transactions are processed manually.

- Receives little or no feedback from management.

Evaluation:

Appears to be functioning well but not over-stretched by management demands for operational
and other information.

Guidelin:s:

All supervisory and clerical staff should pass through a process of evaluation to

. determine both corporate needs and staff capauilities.

Supervisory staff should receive exposure to forestry and wood industry operations.

Retain the present chief accountant in any new restructuring of the

Fmance/Adnumstratmn Depattment.

/
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s. Administration/Budget
Organization:
One of two subdepartments making up the Finance/Adminlstratlon Department. Includes budget
review (pre-audit) purchasing, warehousing, motor pool, photocopying, janitorial, and
miscellancous functions. Reports to the manager of Finance/Administration.
Headcount'

74 as of October 15, 1991, Of these, 25 are employed in clerieal functions and 49 as drivers,
maintenance people, cleaners, guards etc.

Objectives:

To ensure that expens¢s incurred are duly traceable to the budget and comply vith all
- government-mandated documentation and approval procedures.

Project Impact:
No impact in either direction.
Problems:

. Need to replace vehicles. Fleet age is reported to be 14 years old. Frequent break-
downs. Severa! vehicles out of use.

. Need to renew office equipment-—copiers, typewriters, etc.
o Need for better, more powerful radio equipment.
' Evaluation: |

. Appears to be funcuonmg well but not over-stretched by management demands for: operamonal
and other mformatton

Guidelines:

. All supervisory and clerical staff should pass through a process of evaluation to
determine both corporate needs and staff capabilities.

° Supervisory staff should receive exposure to forestry and wood industry operations.

19
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6. Data Processing

Organization;

Departmeit provides services to 'the Planning, Finance/ Administration and Personnel
Departments. Reports to the manager-Finance and Administration. COHDEFOR's Central DP
Department dates from the mid-1970s.

Headcount:
7 technical and support staff as of October 15, 1991
Objectives: |

At one time to provide a comprehensive service to all of COHDEFOR. Present objectives are
in transition,

Project Impact:

Fulfilled project goals insofar as they referred to accounting and inventories. (See COHDEFOR
Statement of Objectives). .

Problems:
o Functions in isolation,
o Did not develop top management support over the term of its existence and is now in
limbo.

o Equipment is out-dated.

. Direct input to the system is limited and therefore much’ depattmental t1me is spent
' entering transactions.

Evaluation:

From its isolated, side-lined position, this depa.rtment as presently constituted along with its old
equipment cannot be expected to survive long in COHDEFOR. Its services are adequate for
accounting and payroll purposes but not for the forestry department whose needs are more
specialized and beyond the capabxlmes of the DP system

Guidclines:

° Study the purpose and need for producing so many different kinds of reports that go

around COHDEFOR. Contnbute to lessening ‘he burden on manpower and equtpment
resources.

J-10
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J Try to build rapport with top and line management.
7. Personnel

Organization:

Independent administrative unit reporting dxrectly to the general manager. Responsible for salary

administration, employment contracts, orientation, hiring procedures, trauung programs, human
resource bank, and- employee personal records. -

ﬂeadcount

19 as of October 15, 1991.

Objectives:

To administer ali aspects of the employer/employee relauonshlp with a view to faclhtatmg good
relatlons in the workplace. ,

P_roblems:

o Low salary scales prevent hiring of better quality 'people.

o Information from data processing often delayed.

° Needs to keep track of the location and movements of personnel on a timely basis.
° Union opposes the merit system.

[ ]

Difficult to determine a method for avaluating employee performance and implementing
it. ' : ‘

Evaluation:

- Perhaps the only department in COHDEFOR that evokes a sense of purpose and of wantmg to
- and getting tlungs done _ _

Guidelines:
o Continue to work for an employment structure based on operatlng needs and merit.

o Select training programs that are specific and therefore hkely to be of immediate beneﬁt
to the recipients in their work.

. 8. Internal Audit

Organization

,. Position reports to the Controller-General of Honduras and within. COHDEFOR dxrectly to the )
' .Board of Management - ,

J-11
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Headcount:
19 professional and support staff as of October 15, 1991.

Objectives:

.o Act as watch dog for the Controller-General’'s Office especrally in the area of

" disbursements (pre~aud1t)

s * Perform special assigments if and when requested by man:agément.
~ Project Impact: |

Indirect if any, in either direction. Department is not aware of project goals and did not merit

mention in the terms of reference.

- Problems:

Cannot function effectively for the benefit of COHDEFOR because:

° The chief internal auditor holds his position (by government appomtment) for a ..

maximum, non-renewable term of two years. There is therefore not sufficient time (or
interest) to get to know ‘the organization or to develop, implement, and evaluate the
results of ongoing audit programs.

° Effectiveness of the department is necessarily limited because by law and self-perception
it is precluded from working/cooperating with management in revrewmg areas within
COHDEFOR that are of mutual concern. :

° Not havmg an internal reporting relationship (other than to the Board of Management)

the department is necessanly slowed down by bureaucratic consrderauons

e Funds and transportauon are not readily avallable for its regular out-of-town audit

activities.

»  Auditors lack exposure to the industry.

° Being a "government imposition” on COHDEFOR, the corporation has no incentive to

set targets for the internal audit function or to evaluate its performance.

Evaluation

Internal audit, an important element in financial/administrative manageiaent, exists within

COHDEFOR to take care of a government requirements to ensure that all disbursments are

. effected in accordance with government-mandated procedures. As such it is not a function that
. is of generar use in the management strengthenmg process "As presently constituted, the

C 12
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department neither has the base, the mandate, nor the means to act as a proper internal audit

department,.
Guidelinee
e  Try to build rapport with top and line management
o 'Demonstrate willingness and abxhty to help the organization. .
‘v -Develop ability to justify and win approval for its cperational needs.
s ‘Evaluate staffing needs and utilization.
9. Legal |
Organization:

' Support department serving principally the General Mangers’ Office but also others including

mostly the finance/adnumstratlon department. Covers COHDEFOR'’s operations throughout

' Honduras
| 'Headcount:

. 7 as of October 15 , 1991 including 4 prot‘essionals.

Objectives:

Orient, advise, and protect the corporation in all legal matters affecting its rights and interests.

_ Problems:

e Documentation is either difficult or imposible to locate.

e  Transportation to and from the courts is not provided.

~ -e. Per diem rates for out-of-town work are too low. -
" Evaluation:

A brief meeting revealed elther an over-stressed or greatly frustrated department It is probably

meetmg its objecuves but at its own pace.

L Gmdelmes'\

. Improve departm °ntal logistics.
L Consider a more dynalmc department head

Opinion
The emphasxs on procedural rather than declswn-makmg aspects, and the lack of a

‘deﬂmte focus in its. management segment has resulted in the pmject not having had significant
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impact on the corporation’s awareness, commitment, and ability to formulate and meet its overall
objectives. All of this calls for a strong element of leadership in the upper management cadre.
The project’s underlying - objective—interpreted as improvement in all management
levels—wouild appear not to have been achieved. ~

If looked upon as a step-by-step implementation of specific requirements the project has
undoubtedly moved in the right direction and achieved much since inception. This fact is amply
brought out in the Progress Chart attached and speaks weil of both project and COHDEFOR
people who in effect ensured their tasks were completed de.,pxte the muluple orgamzauonal and
management changes that were going on around. them. . :

C. Management System
1. Objective

Given the variations in description and emphasis associated with this segment of
the project as contained in the several project-related documents accessed, it was considered
appropriate in the interests of a iunctlonal reporting mode to regard all the disparate elements
of those descriptions as part of a single underlying theme, namely improvement of
COHDEFOR'’s overall management and its financial/administrative procedures so as to enable
it to meet its government-mandated objectives in an efficient manner. Only in this broad .
context, it was felt, could the project’s objectives be a significant factor in the operatlonal re-

- orientation of COHDEFOR. : ‘

All this notwithstanding it must be noted that nowhere in the project terms is its objective
* referred to in as many words. Instead there is copious mention of, and emphasis on, the .
procedures that support the management - effort and ttus, only in thé area of

accountmg/admuustrahon , | |

2. Methodology

' The groundwork for the evaluatlon was carned out at, COHDEFOR and mcluded
meetings with the finance/administration, planmng, forestry, personnel, and legal departments
all of which report directly. to the general manager and together substantially makeup the -
corporation’s headquarters structure. ESNACIFOR and the regional offices were not included
because they are not closely related to the question of COHDEFOR’s overall '
management/adnumstratlon

The evaluations were based on personal interviews and availatle documents as well as
corroborative evidence from other individuals and sources such as the corporation’s independent
auditors. \ ,

3. Projeet Status

| As shown in the progress chart at the end of this annex. COHDEI 'OR has developed i
adequate procedures for income and expense projections, recording and comrol of revenues and
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dlsbursements as well as a new timber sales system and export sales regulatlons All of these
are in place and apparently functxonmg correctly.

Areas in which significant progress was not noted—and this is a by-product of
COHDEFOR'’s management structure and priorities-are: (a) updating of the organization and
procedures manual (b) development of a management information system, and (c) financial
reporting based on generally accepted accounting principles. There is in fact no one in
COHDEFOR with the knowledge, experience, or authonty to see that these aspects are duly and

properly addressed

 The orgamzatlon and procedures manual—developed by Arthur Young & Company in the
1970s and parts of which are still in place, was allowed to lapse when COHDEFOR's office of
Organization and Methods was eliminated. A management information system (obscured by
the question of re-orienting the data processing function) has not yet been senously
contemplated. Financial reporting has not kept pace wrth the changes that have taken place in

the operations of COHDEFOR.

One area, not mentioned in the project paper but partially referred'to in COHDEFOR’s
statement of objectives, is the question of the defunct COHDEFOR subsidiary companies. On
these the status appears to btw: privatization in the case of CORFINO, PROMAGUA, and
SEMSA, liquidation/disposal for CASISA and continued analysis/ study for Honduras Plywood

Other significant considerations : ior the project as it stands today are:

. Affecting COHDEF(CR as an ongoing concern is the question of its legal status.
Although able to function from day-to-day on the basis of its receipts and
expenses the corporation is bankrupt in lagal terms. This is because if due
recognition were given to the numerous matters impacting its financial condition
and which are not reflected in its balance sheet, its equity position would result
in a substantial negative amount. So far the government has not recognized the

. gravity of the situation, which has ‘both short- and long-term 1mp11cat10ns for the
Entity. :

° In considering a turnaround and restructuring of COI-IDEFOR, it must be
remembered that one is dealing with a regular government organization zlways
subject to political presures, traditional public administration, and strong union

influence. The present status and financial condition of COHDEFOR may be -

seen as a direct result of these factors as much as a lack of administrative know-
how.

. Also affecting COHDEFOR is the sitvation of its workforce. Coming as it does
under the Labor Code instead of the Civil Service Regulations, COHDEFOR
cannot have career employees. The resulting job uncertainty coupled with the
lack of an adequate pension scheme virtually ensures a low level of motivation

. throughout the organization.
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The evaluation points to a radical change in the Corporation’s management
composition, purpose and style. For this to succeed it will require not orly
willingness but also a firm comnutment and active cooperation on the part of the

- government,

- Recommendations
~0rganization .
Blllld awareness, at all levels, of the need for COHDEFOR to undergo a -

- ,fundamental change in the way it perceives its role, how it operates, and how it
- will survive from year to year in a climate in which government financial support

is expected to shrink rather than grow. This process should be aided through the

preparation and issue of a corporate policy staternent and management/staff
- meetings on a regular basis. The chief promoter of this change should be the

general manager.

Use professional managers (as. opposed to pohtloal appomtees) in the key lme

management posmons

Create a new top line management, posmon ‘of chief operatmg officer (or director
- of operations) who effectively would run COHDEFOR from day to day and

report to the general manager while himself receiving reports from the other line
functions. The general manager is the titular chief executive of COHDEFOR but

his schedule and interests do not allow for much involvement in the operauons A

of the organization.

Extend the intemal auditors term-of-office to five years and allow the internal
audit department to collaborate closely with financial management to ensure a
hsgh degree of comphance with corporate pohmes and procedures

: Operational .

Develop a mechanism to ensure that regxonal forestry units adhere stnctly to thetr‘

annual operatmg plans

Make all line managers responslble for their department budgets both as to the L . E

amounts involved and as nnportantly, the manpower levels needed to perform the

: .work

Institute a monthly blu.“"‘t veisus actual review procedure involving the chief

- operating officer and all the line managers (plannmg, forestry, and finance/
‘admxmstrauon)

Transfer from Planmng to the Fmance/Adnnmstratlon Department the' '
'responsrbnhty} for coordinating, elasslfymg, and maintaining all the elements. of
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operational and financial information that go into the annual operaﬁng
plan/budget.

Perform a no-nonscnse, functional study of the corporation’s information needs
based on management’s stated requirements and perceptions. Some information,
because of its nature, must be centralized. Other information needs are best

~ served by individual applications. A single mode may not be the answer and may
- bring more problems than beneﬁts to COHDEFOR. Decide tlus matter as soon

as possnble

Financial

At COHDEFOR there is a need for an individual who can give a purpose to the
financial/administrative function relating it to the corporation’s principal activities
and who can give a much-lacking financial perspectwe to the organization’s top
level deliberations. In addition to this there is the aspect of having to "talk
finance" with banks and international' lending agencies particularly at this stage
with COHDEFOR facmg the problem of non-performing assets on its books. To
meet this situation, it is recommended that the corporation create the position of

chief financial officer in charge of finance/administration—a key line management
_pcsition. | .

Address the question of COHDEFOR's legal solvency arising _from the crippling
negative effect of its failed subsidiary enterprises, bad debts, and accounting for
its external debt. From an accounting standpoint there appears to be no solution
to the problem but the law may be able to devise a mechanism for cleamng up the
corporation’ s balance sheet

| Transfer to the chlef accountant all functional responsibility for budget versus

actual reports to upper management. This is not an administrative area and its
present inclusion under admnustratxon represents an inappropiate Spllt in the

management process.

Government

Initiate talks in the appropriate govemment circles to accept the idea of:
a.  Allowing career managers to occupy the line 'positions‘ in COHDEFOR.

b. Having a chief operating position in the corporation.

C.. Extendmg the internal audltor s term-of-office and the scope of his

services thhm COHDEFOR



5.

Lessons Learaed

The specific purpose/thrust of the project should be clearly identified at the outset
and described as such in the objectives. In the case of the management segment
of the FDP it is possible that the principal component of that
segment—effectiveness of management on a top down scale—was genuinely not
perceived as being slgmﬁcant or was dealt with mdu'ectly through emphasis on
procedural matters

The 1mportance of the management effectweness ob;echve was nelther percelved' .
as a necessity nor emphasized or communicated throughout COHDEFOR. For
a policy to be implemented it must be known and understood by all levels. '

No one of executive rank was given the responsibility of overseeing the
progress/status of project objectives and of reporting this to top management.
Without someone in charge with authority to act, little can be accomplished.

The sense of responsibility of middle/lower levels should not be underestimated.
In the FPD, all procedural project improvements were achieved by these levels
and these individuals are still working for overall improvement in administrative
procedures. .
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' FINANCIAL STATEMENTS OF COHDEFOR

'BALANCE SHEET : |
(In nil;ionl of Lempiras)

- ASSETS
Cash & short-term depoeits
Notes & accounts receivable (2)

Current Assets

. Notes & accounts receivable-affiliatee (3)
Investment in affiliates (3)

,,Property, plant & equipment (net).
ﬁDeferred project expenses (4)

Total Assets

' LIABILITIES & EQUITY
Loans, notes & accounts payable (5)
Deferred income

' Current. Liabilities

Zong-term debt (5)
‘Total Liabilities

EQUITY
GOH contribution '
- Grants-international agencies
Retained earnings
. Accounting adjustments (6)
| Total Equity

Total Liabilities & Equity

‘:(,)‘see'notes on the Financinl Statements

R L T

9/30/91

12/31/90

12.1
i1.9

24.0 -
10.9

. 62.0
12.1



FIN&NCIAL STATEMENTS OF dOHDEFOR

INcQHB S8TATEMENT
(In Millions of Lompiral)

REVENUES
Export commissions
Stumpage
Interest & other income

Total Revenues

COSTS AND EXPENSES ;
Operating expenses-regions
Administrative expense
Marketing expense
Human resource development
Financial expense

Total Costs & Expenses

SURPLUS

‘.q‘zo ‘

9 mths thru
9/30/91

11.1

14.2

Yr-ended
12/31/90

30.1



NOTES ON COHDEFOR'S8 FINANCIAL STATEMENTS

(1)

- (2)

(3)

(4)

(5)

(6)

Details and amounts shown are based on audited financial
statements at 12/31/90 and accounting records as of 9/30/91

with reclassifications and re-wording for convenience of -

presentation.

Most of these receivables arise from an accounting
technicality and the: fact .that COHDEFOR is the exporter of

-record. ---Reporting -is--not:-in---aceordance with--generally

accepted accounting principles.

Notes and accounts receivable affiliates and investments in
affiliates refers to CORFINO which is now in process of
privatization.” Should this materialize these assets will be
transferred to the Government. ‘ '

Project expenses are deferred until conclusion of the projects
and then written-off over a period of 20 Yyears. These
projects do not, and are not expécted to, produce any income
in the future. The practice of deferring project expenditures
is not in line with generally accepted accounting principles.
Since those projects are not expected to produce revenues
COHDEFOR is in effect not recognizing current expenses as and
when they occur. As of 9/30/91 deferred project expenses were
Lps. 46.9 million. ‘

Loans amounts denominated in US and Canadian dollars. are
translated at the rate of Lps 2/US$1. These loans should be
recorded in the books at Lps 5.30/US$1. The consequent
unre:orded liability amounts to approximately Lps 86.6
million.

'Explained as being caused by asset/ liability revaluations Whén

. ‘the Lempira appreciated against certain other currencies.

(7)

(8)

No provision is made for employee severance pay. As s_tated in
the audit report the required provision as of 12/31/90 would
have amounted to some Lps 9.0 million. :

Because of uncertainties regarding the ‘ carrying values of .
‘major assets and the non-recording of the correct amount of

major obligations the balance sheet of COHDEFOR presents a
substantially misleading picture. This is to say that if due

provision were made for these and other items in accordance
- with generally accepted accounting principles, COHDEFOR's
'~ equity would become a significant negative amount.
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FORESTRY bEVEWT PROJECT HONDURAS

REORIENTATION OF CONDEFOR
Monagemont Isprovement Segment

A.

PROJECT GOALS
Per Project Paper

Revamp and tpﬁndo financfal
management procmru.....

1.

2.
‘3.

8.
b.
Ce.
d.
4-
5.
6.
7-

9'

10.

b.

1.

Prepare income projections and
budgets on . realistic basis

Prioritize expenditures
Develop procedures for: '
Setting and collecting fees
from timber sales and
conmissions from export nln

Fecilitating requests for and
cbtaining lusber export permits

-Awarding logging concessions

A?fecting disbursements to
discrete staff and Line officers
and tracking expenditures (?)

Update Manual governing logistical
support activities

Develop a Hanagement Information
System

Hire mg-nt upocinliltl to
review the new structure and
prepare functional responsibilities

.and roporting rolntlomhipc

Hmlln the roormlutlon procou
dnitiated in 1986

Formulate the processes thst will.
govern the interchange of both
COHDEFOR and the Private Sector (?)
Establish a Library to complement
operational efficiencies that will
be achieved through application of
revised procedures (?)

Implement

New Tinber Ssles System

New Lumber Expért Regulations

Set up market analysis department

PROGRESS CHARY

ACTION TAKEM

Implemer.ted

Implemented
luplmntod

Implemented

Implemented
Implemented

" Implementation

in process

Not implemented

Implemented
partially

Implemented

Not implemented

Not implomented

Implemented
llplﬂnfod
Not implemented

CURRENT STATUS

Procegs is on-going

Top management hss still to address
question of its basic informational
needs taken as a whole

COMDEFOR awaiting clarificatfon

COHDEFOR swaiting clarification



FORESTRY DEVELOMENT PROJECT HONDURAS
REORIENTATION OF COMDEFOR
_Management lmt Segment

1.

. 2 L]

3.

c.
1.

PROJECT GOALS

Per COHDEFOR St-tmt of
Objectives

Sell by Decomber 1987 subsidiaries
in which COHDEFOR owns shares
nsmely CASISA, LOCOMAPA, CORFINO,
§MSA and Hondurag Plywood

Lstablish and collect commissions
at 14X and 18X on all export
sqlu of lumber

Collect st least-L 1.5 million
on its past due receivables as of
June 30, 1986

Reduce past due receivables to
20% of total receivables (exact

- meaning. of terms fs not cleer)

Computerize accounting, inventory
and forestry activities

Per I.pgiul Framsuork

Operating costs do not exceed
revenuss

unnunls are used to guide

:oporntiom

Accounting system fmcti oning

‘according to generelly accepted

professional standards

. Gbjectives are established for
,.uch, Office and Division

,('I':joctivq requirementa

established and reinforced (?)

~ for all positionsin COHDEFOR
6..;‘

System of porforunco evaluation
based upon objectives in
_operation for both lnstitutiom
“€7) wnd. porsml

PROGRESS CHART

ACTION TAXKEN

 LOCOMAPA sold

Implemented
Implemented
Implemented

Implemented Forestry

Implemented
Implemented '

Financial reporting
fs not in accordance
with generally
accepted accounting
principles

Implemented de facto.’

No documentary

-, evidence

Not implemented

i

Not implemented .

CURRENT STATUS

Remaining enterprises are in’
process of privatization/
disposal

Considerably more was col lected

Following accounting provisions
fn the books this subject is
no longer relovupt

Department does not use central DP
and services. 1ts needs are
specialized and beyond the
capability of DP system

" Matter should be looked

into by COHDEFOR ulth its

: audltors

Top mmgmni has still to address
buth this and Item 6
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ANNEX K

SECONDARY RECOMMENDATIONS
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SECONDARY RECOMMENDATIONS

Build a foundation of financial and economic analyses # advance FDP’s mmatlves in
forest management and strengthening of forest industrics. -

FDP needs to prov1de a capablhty regarding 1mproved u'admonal practlces in range .
manag,ement : . :

Provide male social promoters with more training so as to increase their effectiveness in
worlcing with both genders.

Txmber sale purchasers should be fully informed that the purchase of standmg timber .
sales is at their risk and that volumes are not guaranteed. ,

Continue to check scale cut volumes where timber is very defeciive.

- Check cruise those preparing timber sales. A check cruising team from COHDEFOR’s

regional or main offices could operate among various sale areas.

Industry working w1thm the La Unién FMU must be advised that the 1991 cutting level
of harvest—84,000 m*>—is unacceptable and wﬂl not be mamtamed



